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Cabbeen is a leading Chinese
menswear designer brand.

Cabbeen Fashion Limited and
its subsidiaries are principally
engaged in the design of
men’s apparel, footwear and
accessories, brand management,
and wholesaling, consignment
and retailing of menswear in the
People’s Republic of China.
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Financial highlights
Revenue

Gross profit

Profit from operation
Profit for the year

Earnings per share
(RMB cents)
— Basic
— Diluted

Dividend per share (HK cents)

— Interim dividend
— Final dividend
— Total dividend

Profitability ratios
Gross profit margin

Operating margin
Net profit margin
Return on total assets"

Return on equity®

Liquidity ratios

Current ratio

Average inventory
turnover days®

Average trade and bills

receivables turnover days®

Average trade and bills
payables turnover days®

Capital ratio
Interest coverage ratio®
Net debt to equity ratio®”

Gearing ratio®
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15.4%

32.1%

1.86
93
67

256

125.9
Net cash
FHE

24.6%

Changes
28

%

%

14.4%
-11.3%
-35.9%
-36.8%

-36.8%
-36.6%

-39.5%

+1.7 ppt
(EIERsE

-7.3 ppt
(FERAE ]

-5.5 ppt
(EIERsE

-4.8 ppt
(FERAE ]
-13.6 ppt
(EIERsE



Notes:

Return on total assets equals net profit for the year divided by the
closing balance of total assets.

Return on equity equals net profit for the year divided by the
closing balance of total shareholders’ equity.

Average inventory turnover days is equal to the average of the
beginning and closing inventory balance divided by cost of sales
and multiplied by the number of days in the year.

Average trade and bills receivables turnover days is equal to the
average of the beginning and closing trade and bills receivables
balance divided by turnover (including value-added tax) and
multiplied by the number of days in the year.

Average trade and bills payables turnover days is equal to the
average of the beginning and closing trade and bills payables
balance divided by costs of sales and multiplied by the number
of days in the year.

Interest coverage ratio equals profit before interest and tax for
one period divided by interest expenses of the same period.

Net debt to equity ratio equals net debt divided by total equity
as of the end of the year. Net debt includes all borrowings net of

cash and cash equivalents.

Gearing ratio equals total debts divided by total equity.
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Chairman’s
Statement

EE®RE

On behalf of the board (the “Board”) of directors (the
“Directors”) of Cabbeen Fashion Limited (the “Company”,
stock code: 2030), | am pleased to present the results
of the Company and its subsidiaries (collectively referred
to as the “Group” or “Cabbeen”) for the year ended
31 December 2016.

For the year ended 31 December 2016, the Group’s
total revenue decreased by 14.4% to approximately
RMB1,160.8 million (2015: RMB1,356.5 million). Profit for
the year decreased by 36.8% to approximately RMB181.7
million (2015: RMB287.6 million). Earnings per share
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were RMB25.54 cents (2015: RMB40.44 cents). At the
forthcoming annual general meeting, the Directors will
recommend a final dividend of 5.0 HK cents per share,
which together with the interim dividend of 6.8 HK cents
per share paid earlier, will bring the total dividend for the
year to 11.8 HK cents per share (2015: total dividend of
19.5 HK cents per share), representing a dividend payout
ratio of 40.3% (2015: 39.6%).
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2016 has been a challenging year for us. China’s apparel
industry is very competitive and highly fragmented as many
local and international brands are vying with each other
for market shares. We believe the industry will continue
to undergo consolidation in the near term. In a sluggish
economic environment, China’s apparel companies will
have to face slower growth and margin erosion. Although
the current industry environment is tough, we believe that
the Chinese middle class’s growing consumption will be
able to drive growth in revenue for the apparel industry in
the long run.

We will continue to invest in our people and enhance
our operational efficiency so that we will be equiped to
seize market opportunities in the long term. In particular,
streamlining our supply chain management process is one
of our core strategies. In addition, we will stay focused on
our multi-brand strategy because we believe a wide range
of apparel products targeted at different customer groups
is a key for business growth. Regarding retail channels
development, we will remain prudent for physical stores
expansion and offer more product items for our on-line
shops.
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Finally, on behalf of the Board, | would like to express my
sincere gratitude to all staff members for their dedication
and contribution, and to our shareholders and business
partners for their support. We will continue with our
endeavor to pursue growth of our business and create
value for our shareholders.

Chairman
Ziming Yang

20 February 2017
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Management
Discussion
and

Analysis

BEENWR DM

China apparel industry is very competitive and highly
fragmented with plenty of local and international
brands. We believe the industry will continue to undergo
consolidation in the near term. In a sluggish economic
environment, China's apparel companies will have to face
slower growth and margin erosion. Although the current
industry environment is tough, we believe that Chinese
middle class’s consumption growth will be able to drive
growth in revenue for the apparel industry in the long
run. We are confident that we are well placed to tap into
Chinese consumers’ increasing demand for premium
and high quality apparel products. We do not expect
any significant change in our strategies in the upcoming
financial year. Nevertheless, we will continue our strategies
by investing in our people and enhance operational
efficiency so that we will be equiped to seize market
opportunities in the long term.
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Overview

The Group currently has four menswear brands targeting
customers aged between 20 and 35, namely Cabbeen
Lifestyle, Cabbeen Urban, Cabbeen Chic and 2AM.
Cabbeen Lifestyle and Cabbeen Urban, two of our main
brands contributed approximately 80.4% (2015: 86.5%)
and 15.7% (2015: 10.0%) of our revenue for the year
ended 31 December 2016.
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In view of difficult market condition, we closed down
underperforming physical stores and slowed down the
opening of new retail outlets. As of 31 December 2016,
the Group had 899 retail outlets, representing a decrease
of 160 retail outlets from 1,059 as at 31 December 2015.

We have 26 (2015: 31) distributors as of 31 December
2016. The five largest distributors contributed
approximately 39.8% (2015: 43.3%) of our revenue for the
year ended 31 December 2016. Our major distributors
are from Guangdong, Sichuan, Hunan, Hubei and Fujian
Provinces. We outsourced the production of all of our
products and the five largest suppliers contributed 35.5%
(2015: 41.3%) of our total purchases during the year 2016.

Retail channel performance

In addition to the Group’s financial performance, our
management considers the following key performance
indicators (“KPIs”) of our retail channels, which include all
retail outlets operated by ourselves, our distributors and
sub-distributors, to manage the Group’s business. Those
KPIs are summarized below:

° Total retail revenue generated by the physical retail
channels operated by us and by our distributors
and sub-distributors declined by approximately
6.5% (2015: an increase of 5.7%) in the year 2016
as compared to that in 2015. The decrease in retall
revenue was mostly due to the decrease in sales
volume and an increase in retail sales discount.
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Same-store sales growth for retail outlets operated
by our distributors and sub-distributors and our self-
managed retail stores, which have been in operation
during the entire 24-month period immediately
before the respective year end date, declined by
8.7% (2015: increased by 3.2%).

Average retail discount of our products at physical
stores for the year ended 31 December 2016 were
approximately 26.1% (2015: 22.4%). Widened
retail discounts were due to slow sell-through rate
of our products and massive discounting activities
of other apparel brands. We offered extensive
sales discounts and arranged more promotional
campaigns at our retail channels in order to boost
sales volume during the year.

Total retail revenue from Cabbeen shops operated
by us or our distributor on online platforms
increased by 43.8% from RMB172 million for the
year ended 31 December 2015 to RMB247 million
for the year ended 31 December 2016.

Up to 31 January 2017, sell-through rate of the
Group’s 2016 collections was over 66.4%.
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Physical stores network
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We have a nationwide distribution network, with particular
more penetration in Southern part of mainland China and
second and third tiers cities. As of 31 December 2016,
we had 899 retail outlets (2015: 1,059) across over 300
cities in mainland China. Over 76% of our retail outlets are
situated in second and third tier cities in the PRC because
we believe there is greater potential for growth in those
areas. Proportion of retail outlets in shopping malls was
increasing in recent years because we saw a switch of
consumer traffic to commercial shopping complex as a
result of urbanization and a trend that customers prefer
the shopping environment in malls. Among all of our retail
outlets, 484 (2015: 706) were operated under wholesale
model, 389 (2015: 319) were under consignment model
and 26 (2015: 34) were self-managed retail stores.
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Retail outlets by geographical region

Operation model

fess,

Geographical region
Easte China
Northem China
Northwestem China
Southwestern China
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Central China
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Retail outlets by operation models R EEEX B PN BEEH

26 2.9% 538%484 34 8.2% 66.7% 706
Wholesale 2% 369 45.3% 31930.1%
Consignment RiH
B Self-managed &
As of 31 December 2016 As of 31 December 2015
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E-commerce %?ﬁﬁﬁ
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of new media as convenient sales channels in recent years @%iﬁ’iﬁﬁﬁ’]mi WETEETEREE
changed the retail industry and consumers’ shopping &MREEIE - ALt - AR _Z—HF <A

behavior. We have accordingly started to develop our own
e-commerce sales channels since June 2015 to tap the
market potentials. We operate online stores on popular
e-commerce platforms including Tmall, JD.com, Wechat
and our official website www.cabbeen.com. Retail sales
revenue generated from our online platforms, including
platforms operated by us and our distributor, increased by
more than 43.8% from RMB172 million for the year ended
31 December 2015 to RMB247 million for the year ended
31 December 2016.

Partial transformation to consignment
model

We have been transforming retail outlets operated under
the wholesale model to the consignment model. We
believe the consignment model allows more efficient
inventory flow among retail outlets in different markets
by saving the lead time for inventory distribution among
distributors in different locations, enabling the Group to
have more control over the inventory mix to be produced
and displayed in retail outlets, and hence shorten the time
between product development, production planning and
delivery of products to the points of sales. The Group
believes these benefits will improve our supply chain
efficiency, the inventory turnover and sell-through rate
at distribution channel and in turn improve the Group’s
revenue, profits and sustain growth. We believe this could
attract more distributors to join us for expanding our retail
network in local markets as well.
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As of 31 December 2016, 389 (2015: 319) retail outlets
have been successfully changed to operate on a
consignment basis, representing approximately 43.3%
(2015: 30.1%) of our total retail outlets. Shops operated
using consignment model include a majority of our retail
shops in Guangdong, Guangxi, Hainan, Fujian, Anhui,
Jiangsu, Zhejiang, Guizhou and Shaanxi Provinces.

Distribution channel management

Our rationale in managing retail outlets is to treat retail
outlets operated by distributors as if they were operated by
us and to view end customers who bought our products
from retail outlets as our own customers. Our centralized
management control over our distribution network ensures
that our brand concepts are fully reflected, our channel
inventories are well managed; our sales and promotion
strategies are executed at the retail sale level and we can
promptly respond to changing market conditions.

ERP system

Our ERP system covers all of our retail outlets. It manages
information relating to our procurement and supply chain
as well as tracks each of our products from delivery to
and storage in our warehouse to its eventual sale to end
customers. We are able to track and monitor purchases,
sales and inventories of each distributor and sub-
distributor on a real time basis and therefore monitor their
inventory level. Our ERP system provides us with first-hand
information of market trend and customer preferences for
making our sales forecasts, providing purchase guidance
to distributors and managing inventories in our distribution
network in an efficient manner.

Training and incentive programs

We conducted training to frontline sales people of
retail outlets. The training programs covered product
knowledge, customer service, product display techniques,
retail management and industrial knowledge.
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Branding, marketing and promotion

The Group continued to launch promotional activities with
particular emphasis on new media and mobile platform.
We also organized fashion show and collaborate with
shopping malls and celebrities for seasonal promotion
campaigns. These promotional efforts received wide
media coverage and customer support.
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Enhance in-store experience

We believe comfortable shopping environments and good
store image are pivotal for the increase in same store
sales. Accordingly, we and our distributors renovate the
retail outlets once a few years.

VIP customer base

We kept direct communications with our VIP members
through Wechat platform so that we can provide them with
information about our promotional events and new product
launch information in a timely manner. We believe that our
customer-oriented sales management has helped us build
a large and loyal end customer base. According to the
operation data generated from our ERP system, retail sales
to the Group’s VIP members contributed over 50% of the
total retail revenue of the branded retail outlets operated by
our distributors and sub-distributors and our self-operated
retail outlets during the year ended 31 December 2016
(2015: 40%).

Design and product development

Consumer preferences have been changing quickly and
becoming more sophisticated and increasingly focused
on design, value and quality. We are therefore dedicated
to investing in our in-house design and research and
development capabilities. We aim at differentiating
ourselves from peers and enhancing our brand value. We
have a wide variety of product items for our customers
who are stylish and look for products with characteristics.
We offered over 4,500 new stock-keeping-units (SKUs)
for 2016 product collections (over 4,400 SKUs for 2015
product collections).
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As of 31 December 2016, our in-house design and
research and development team consisted of a total of 133
members (2015: 147), including 28 (2015: 34) designers
joining from mainland China, Hong Kong and Europe. We
also work with design institutes and contract designers
from around the world. Our R&D team is responsible for
capturing fashion trends and product designs, transforming
design concepts into commercially viable products with
quality at reasonable cost, and working with upstream
manufacturers of fibres innovation. Our R&D team also
analyzes information about end-customers preferences
from our ERP system, and such analysis provides insights
for product offerings and helps us speed up our response
to the market.

We remain cautious of the macroeconomic dynamics in
mainland China, but we believe there are still tremendous
growth opportunities for us in the long run as the growth in
China will continue to be fueled by growth in consumption
by the emerging middle-class across China.

We will continue with our conservative approach in
expanding our retail network. Structure of sales channels
will focus more on shopping malls. In addition, we will
continue to use the on-line sales platform for clear channel
inventories as well as further business development.

In addition, we will continue with our multi-brand strategy
and offer a wider range of apparel products for broadening
our customer base. For this, we will keep investing in
our in-house design and research and development
capabilities by upgrading relevant tools and machinery
and inducing talents from all around the world to join our
design team.
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We plan to gradually increase the number of retail outlets
to be operated on consignment model in the coming few
years and target to have approximately 70% of our retail
outlets operated on consignment model by the end of
2018. When expanding our consignment business, we will
consider factors including the additional working capital
required from us, impact on our profitability and financial
position, feedback from our distributors, availability of
human resources and sales performance of retail channels.

During the year ended 31 December 2016, the Group
recorded revenue of RMB1,160.8 million, a decrease of
14.4% compared with RMB1,356.5 million for the year
ended 31 December 2015. The Group recorded operating
profit of RMB253.1 million, a decrease of 35.9% compared
with that for the year ended 31 December 2015. The
profit attributable to the Company’s equity holders for the
year ended 31 December 2016 amounted to RMB181.7
million, a decrease of 36.8% compared with that for the
year ended 31 December 2015.

Revenue

Wholesale revenue #rEElss
Consignment sales revenue  REHEHE W
Retail revenue TERE
e-Commerce revenue EFEERE

B REEBERDE

Less: products repurchased
for consignment business

ik

Total et

FAIET B R IR BF R IR AR A =
MZEEEHBAR  YARR T~ \FFEA
AREBHT0% N T EEHRARHEALE
EEANEELE - HMASZERARREINEE
BT HASERNENRMBAHRRNOTZE -
DIHENER  AIBAANERETERER
ERASEERE -

HE - T—XR"E+-_A=+—HIEE K
EEHBUTZARE11608BE L REE
—E-AF+ZA=+—HLEFENARE
1,356.5 B BT 14.4% o REBERBEKEE
FEARK31IEEL BRBEE_T—HF
+ZA=+—BLFERLPI5I%- - HE=
T-RFT_A=1+—BHILFE KAE#E
mREAEEENRAREI181.7TEETL &
HE-_ZT—AFT_A=+—HILFERD
36.8% °

Wz
2016 2015
—g-»%| —F-EF
RMB’000 RMB’000
AR¥T ARET T
568,504 882,445
455,640 359,838
98,995 77,526
96,664 133,437
1,219,803 1,453,246
(59,004) (96,760)
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Decrease in revenue for the year ended 31 December
2016 was mainly due to drop in sales volume, an increase
in provision for sales return and sales rebates.

Wholesale revenue

Decrease in wholesale revenue for the year ended
31 December 2016 was due to (i) the decrease in number
of retail outlets operated under wholesale model as
and when more retail outlets operated by the Group’s
distributors and sub-distributors were gradually changed
from the wholesale model to the consignment model,
(i) an increase in provision for sales rebates to distributors
and (iii) an increase in provision of sales return.

Consignment and self-managed store revenue
The increase in revenue from consignment business and
self-managed stores for the year ended 31 December
2016 was merely due to the number of retail outlets
operated using these models increased.

e-Commerce revenue

Prior to June 2015, we engaged and authorized an
independent third party distributor to operate online
shops for the sales of our products but we did not
directly operate any online shops. Such online distributor
purchased off-season inventories from our distributors and
placed replenishment orders to us for popular off-season
items. In June 2015, we ended our engagement with this
online distributor and we have started our own online shop
on our official website as well as other popular e-commerce
platforms. In addition, as a transitional arrangement, we
sold the inventories possessed by that online distributor on
T-mall.com on consignment basis and charged a service
fee in return. Our e-commerce revenue consists of the
following elements:
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(Sales return from)/
wholesale revenue
from sales of products
to an independent
online distributor

Retail revenue from
sales of our
products via
online channels
operated by us

Service fee income

REAvE Sl ba =[]
HEE ML

BB ZNGELRE
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Products repurchased for consignment business
Since the second half of 2014, we repurchased some
products from our distributors with a total consideration of
RMB231.7 million for the purpose of starting consignment
business, of which RMB59.0 million was repurchased
during the year ended 31 December 2016. The repurchase
of products from distributors were recorded as a reduction
in revenue. Up to 31 January 2017, approximately 97.6%
of the products repurchased so far were sold to end
customers.

Cost of sales

For the year ended 31 December 2016, cost of sales
amounted to RMB604.8 million (2015: RMB730.0 million).
The decrease in cost of sales was mainly due to decrease
in sales volume.

(BB ot EiRmE)

For the year ended 31 December
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Gross profit

Due to the decrease in revenue, gross profit for the year
ended 31 December 2016 decreased by RMB70.5 million
or 11.3% from that in 2015 to RMB556.0 million. Gross
profit margin was 47.9% (2015: 46.2%). The increase
in gross profit margin was because the percentage
contribution of consignment and retail revenue increased,
given the price of products sold on consignment and retail
basis was higher than that on wholesale basis. This was
partly offset by an increase in retail sales discounts and
provision for sales rebates.

Other income

Other income primarily consists of interest income from
bank deposits and government grants. The decrease in
other revenue from RMB56.8 million for the year ended
31 December 2015 to RMB51.7 million for the year
ended 31 December 2016 was mainly due to a reduction
in government grant income by RMB6.9 million and a
decrease in bank deposit interest income of RMB8.5
million.

Selling and distribution expenses

Selling and distribution expenses consist of mainly
operating cost for self-managed retail stores and
e-commerce sales channels, advertising and promotion,
and logistic and delivery expenses. The Group’s selling
and distribution costs amounted to RMB160.4 million
(2015: RMB121.6 million) for the year ended 31 December
2016, accounting for 13.8% (2015: 9.0%) of the Group’s
total revenue. The increase in selling and distribution
expenses for the year 2016 was attributable to an increase
in direct expenses of self-managed stores and e-commerce
business and online advertising.

Administrative and other operating
expenses

Administrative and other operating expenses mainly
comprised of staff costs, design, research and
development expenses, office rental, depreciation and
amortization charges, impairment of trade receivables,
write down of inventories and other miscellaneous
expenses.
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Administrative and other operating expenses for the year
ended 31 December 2016 amounted to RMB194.2 million
representing an increase of RMB27.4 million or 16.4%
from that of the year 2015. The increase in administrative
and other operating expenses for the year ended
31 December 2016 was mainly due to an increase
of depreciation, design fee and rental, an increase in
impairment for trade receivables, write down of inventories
and an impairment loss of intangible assets.

Profit from operations

The Group recorded a profit from operations of RMB253.1
million (2015: RMB394.8 million) for the year ended 31
December 2016, representing a decrease of approximately
35.9% from that for the year 2015. Decrease in operating
margin from 29.1% for the year ended 31 December 2015
to 21.8% for the year ended 31 December 2016 was
mainly attributable to an increase in proportion of revenue
from self-managed stores and e-commerce business
while operating margin from these two business units were
comparatively lower, and a reduction in other income and
an increase in operating expenses.

Finance costs

For the year ended 31 December 2016, the Group’s
finance costs amounted to RMB5.8 million (2015: RMB3.1
million) or 0.5% (2015: 0.23%) of the Groups revenue.
Finance costs represent primarily interest expenses
for bank loans denominated in Hong Kong dollar of
subsidiaries operated in Hong Kong and interests on
discounted bills. The increase in interest expenses for
2016 was because of the increase in bank loan interest
rates and interests on discounted bills.

Income tax

For the year ended 31 December 2016, income tax
expenses of the Group amounted to RMB65.5 million
(2015: RMB104.1 million) and the effective tax rate was
26.5% (2015: 26.6%).
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Profit for the year

Profit for the year ended 31 December 2016 decreased
by 36.8% or RMB105.9 million to RMB181.7 million from
RMB287.6 million for the year 2015. Net profit margin for
the year ended 31 December 2016 was 15.7% (2015:
21.2%). Basic and diluted earnings per share for the year
ended 31 December 2016 decreased to RMB0.2554
(2015: RMB0.4044) and RMB0.2546 (2015: RMB0.4018),
respectively. The decrease in net profit was a result
of decrease in sales revenue, increase in provision for
trade receivables and inventory, increase in sales return,
decrease in other income and higher operating expenses.

Other key financial ratios

Average inventory turnover days of the Group were
180 days for the year ended 31 December 2016, as
compared to 93 days for the year ended 31 December
2015. The inventory balance as at 31 December 2016 was
RMB328.8 million, as compared to RMB266.8 million as
of 31 December 2015. The increase in inventory balance
and turnover days for the year ended 31 December 2016
was mainly attributable to the increase in number of retail
outlets operated using consignment model and weak retail
sales performance.

Average turnover days of trade and bills receivables
increased to 101 days for the year ended 31 December
2016 as compared to 67 days for the year 2015. The
increase was attributable to extended credit period to our
distributors due to the slower-than-expected sell-through
of retail inventories.

Average trade and bills payable turnover days were 256
days and 294 days for the year ended 31 December
2015 and 2016, respectively. This is consistent with the
credit period granted by the Group’s suppliers and the
Group’s practice of using 6-month bank bills to settle trade
payables.
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As at 31 December 2016, the Group had net current
assets of RMB839.8 million (2015: RMB822.8 million),
which included cash and cash equivalents of RMB222.9
million (2015: RMB294.5 million). Among cash and cash
equivalents as of 31 December 2016, RMB28.4 million
(2015: RMB22.4 million) was denominated in Hong Kong
dollar and the rest are mainly denominated in Renminbi.
The decrease in cash and cash equivalents for the year
ended 31 December 2016 was a combined effect of cash
flow used in operations of RMB13.2 million, a decrease in
pledged bank deposit of RMB189.3 million, a decrease in
bank deposits with original maturity over three months of
RMB13.2 million and the payment of 2015 final dividend
and 2016 interim dividend totaled RMB94.9 million.

The Group recorded net operating cash outflow of
RMB13.2 million (2015: an inflow of RMB51.1 million)
for the year ended 31 December 2016. The reduction
in cashflow generated from operating activities in 2016
was mainly attributable to an increase in consignment
inventories and trade and bills receivables.

Net cash from investing activities for the year ended
31 December 2016 was RMB138.3 million (2015:
RMB78.6 million used in investing activities), which mainly
represented a decrease in pledged bank deposits and
deposits with original maturity over three months.

Net cash used in financing activities was RMB198.5 million
(2015: RMB3.0 million) for the year ended 31 December
2016. This mainly consisted of payments of 2015 final
dividend and 2016 interim dividend totaled RMB94.9
million and a net decrease in bank loans of RMB98.3
million.

Short term bank loans as of 31 December 2015 and
31 December 2016 were at floating interest rate. Included
in short term bank loans as of 31 December 2016,
RMB67.1 million bank loans (2015: RMB170.5 million)
were denominated in Hong Kong dollars and the rest of
the loan balance were denominated in Renminbi.
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As of 31 December 2016, the Group’s available and
unutilized banking facilities amounted to RMB750.9 million
(2015: RMB425.0 million). Included in the unutilized bank
facilities is a three-year term loan facility in an aggregate
amount of HK$350 million offered by a licensed bank in
Hong Kong (the “Term Loan Facilities”). Pursuant to
the facilities agreement, Mr. Ziming Yang, a controlling
shareholder and an executive director of the Company,
shall maintain his equity interest in the Company to the
effect that (i) his effective interest in the issued share capital
of the Company will not be less than 40%; and (i) he will
continue to be entitled to exercise or control the exercise
of not less than 51% of the voting rights in the Company,
so long as the Term Loan Facilities of any amount under it
is outstanding. A breach of the aforesaid undertaking may
constitute an event of default and all amounts (including
principal and interest) due or owing by the Group to the
bank shall become immediately due and payable.

As at 31 December 2016, the Group held cash and cash
equivalents, pledged deposits, financial assets and time
deposits with initial terms of over three months totaling
RMB758.8 million (2015: RMB1,021.5 million), and
was in a net cash position of RMB95.8 million (2015:
RMB74.1 million). Net cash position equals cash and cash
equivalents less bank borrowings.

The Group adopts centralized financing and treasury
policies in order to ensure the Group’s funding is utilized
efficiently and the Group possesses sufficient cash and
available banking facilities to meet its commitments and
working capital requirements. The Group has three-year
term loan facilities to finance the construction of a logistics
park in the People’s Republic of China and working capital
required for the transformation to consignment business
model. The Group also has sufficient liquid resources for
working capital purposes.

The Group’s primary objectives in managing its capital
are to safeguard the Group’s ability to provide returns
to shareholders and benefits for other stakeholders, by
pricing products commensurately with the level of risk
and by securing access to finance at a reasonable cost.

28 | Cabbeen Fashion Limited « Annual Report 2016

HE-_Z—XRF+-A=+—H XEEHNTA
FAKARESARITHERARKT7S09EETT
—E—RF: AR¥425.0B87T) - XA
RITREBRREE —SIFBRRITREZ —F8
SRAISOAEB LY —FHERRE ([EH
BREE] - BEREHZ  WEHERRE
TEMFIE S AREE - AQR) IR R R
TEEHERAEEBERBERAIRE] ZARBEL
L) ERRREEFITRAF 2 BRER BT
DR40% ¢ (i) EiGEER EITEIIEHITT
ERDRE1% 2 AN EIRERE o 8 R i
A BERERCGE AV BB M A S B R S AE R LR
12 2ERE(BREAE RF ) B BVE B
XA

RZZE—RF+_A=+—0 r£EFER
e RREFEY  BERBFER  eREEMR
IR B=—EANERERELARKT58.8
BEL(ZZE—HF: AR¥1021588
70) c MREARFBEAARKIBSHET(Z
T—RF: ARE7T41EHET) - BEMh T
BHENRE KBS EEBMRBITER

AEERAETARE REHBERAERE R
ERARBEERAEEERERRRE LA
FRIRITRENRNEAER EEESHTE - &
SRR -—FHEFREABARPEARK
MELZ Y E RS MR AR RS R
FHNEEES - ARENEERRNRBES
BERABNZEESHMT -

AEEEREANEZARARELAEEEB
PR e L g 7K P AR E i E (B DA S A B R A AR ER S
BE - EMARRERER L SEMELSRA

HORFmAVRE S - AEERGTEREGRRLE
IBEERIRE - AT ] BEZRE MBIE ANE SR



The Group actively and regularly reviews and manages its
capital structure to maintain a balance between the higher
shareholder’s returns that might be possible with higher
level of borrowings and the advantages and security based
on a sound capital position, and makes adjustments
to the capital structure in light of changes in economic
conditions.

The Group mainly operates in the mainland China with
most of the transactions originally denominated and settled
in Renminbi, of which foreign exchange risk is considered
insignificant. On the other hand, majority of our bank loans
are denominated in Hong Kong dollars and held in group
companies outside the mainland China. In addition, the
Group pays dividends in Hong Kong dollars. Therefore, the
foreign exchange risks are primarily with respect to Hong
Kong Dollars.

The Group manages its foreign exchange risk by
performing regular reviews of the Group’s net foreign
exchange exposures and to mitigate the impact on
exchange rate fluctuations by entering into currency hedge
arrangement, if necessary. During the year ended 31
December 2015 and 2016, no forward foreign exchange
or hedging contracts had been entered into by the Group.

As at 31 December 2016, deposits with certain banks of
approximately RMB239.1 million in total (2015: RMB428.4
million) were pledged as securities for bank loans and
bills payable facilities. The pledged bank deposits will be
released upon the settlement of relevant bank loans and
bills payable.

As at 31 December 2016, the Group had total capital
commitments of RMB29.2 million (2015: RMB15.9 million),
primarily related to the construction of logistic centre and
ERP system upgrades. As at 31 December 2015 and
2016, the Group had no material contingent liabilities.
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As at 31 December 2016, the Group had 442 staff (2015:
500 employees). Total staff costs, including directors
emoluments, for the period amounted to approximately
RMB104.9 million (2015: RMB105.2 million). Annual
increment and year-end performance bonus mechanism
were incorporated in the Group’s remuneration policy
to retain, reward and motivate individuals for their
contributions to the Group. Share options are granted
to eligible employees to recognise their contribution and
provide incentives to achieve better performance in coming
years.

The register of members of the Company will be closed
from Wednesday, 29 March 2017 to Friday, 31 March
2017 (both days inclusive) for the purpose of determining
shareholders who are entitled to attend and vote at the
2017 AGM. In order to qualify for attending and voting at
the 2017 AGM, all transfers accompanied by the relevant
share certificate must be lodged with the Company’s share
registrar and transfer office, Computershare Hong Kong
Investor Services Limited at Shops 1712-1716, 17/F.,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong
Kong not later than 4:30 p.m. on Tuesday, 28 March 2017.

In addition, subject to the approval of the proposed final
dividend by the shareholders at the 2017 AGM on Friday,
31 March 2017, the register of members will be closed
on Friday, 7 April 2017 for the purpose of determining
shareholders who qualify for the proposed final dividend. In
order to qualify for the proposed final dividend, all transfers
accompanied by the relevant share certificate must be
lodged with the Company’s share registrar and transfer
office, Computershare Hong Kong Investor Services
Limited at Shops 1712-1716, 17/F., Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong not later than
4:30 p.m. on Thursday, 6 April 2017.

30 | Cabbeen Fashion Limited « Annual Report 2016

RZE—NRNE+ZA=+—8 K"EFH442
ZRE(ZZT—H%F :500%EE) - N8
TIRA(BREZHFM) NAARK1040E58
TT(ZE—RF : ARK1052HET) - &%
EHMEEANREFEFHIELE R FRRER
BT - BB AL RERIBETH
REEMENER - BIRENERTEERE
B {EREREER R - WIRHEE S
B ARRFIFELTRIR -

ARBER—_E—+tF=A=-+NB(EH=)
2-FT—+F=ZA=+—H(EHAH) (BEW
KBREERN)EEHERNDBPELFE U
BEFAERHE T —tFRRBFRSIL
RE ERENRENGD - AFEERLEZ
T+ FRFBAFREITAE LIEE - RE&
BANR_ZE—+F=A-+N\B(EH)TF
s =+597 - BRI BE X FERABRKRE
—HIRERRRINBROBFERLREE P RF
FERABRAR  HiItABRBETEFRER
183 R A MALN171E1712-1716 574 ©

AN - M ER —E—tF=A=+—H (2
HA) BTN T+ FRRAFKSHER
IRRHARE S - ARARBR —_E—+FMWA+H
(EHR) EEMERMOBFPELTFE  UETE
FEEBRBEER KRB ERRE - BFEE
BUESER RS - RRREEN T —+
FOANB(EHN) TFHEE=+28 &
FTEBRPE X HERAEBRE R ERR RN
BHOBFELREEBPRBFELABRAR
it AEBEFEFRER183R/EFF 017
117121716984 -



The Board recommended the payment of a final dividend
of HK5 cents (2015: HK9 cents) per ordinary share for
the financial year. Including the interim dividend paid for
the year ended 31 December 2016, total dividend payout
for the year is approximately HK$84.0 million (equivalent
to approximately RMB73.0 million) (2015: HK$138.7
million, equivalent to approximately RMB113.8 million) or a
dividend payout ratio of 40.3% (2015: 39.6%). Subject to
shareholders’ approval at the forthcoming annual general
meeting of the Company, the final dividend will be paid in
cash on or around 19 April 2017 to shareholders whose
names appear on the register of members of the Company
on 6 April 2017.

The shares of the Company were listed on the main board
of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 28 October 2013 with net proceeds
from the global offering of approximately HK$390.7
million (after deducting underwriting commissions and
related expenses). As of 31 December 2016 and the
date of this report, proceeds not utilized of approximately
HK$95.6 million were deposited into interest bearing bank
accounts with licensed commercial banks. The Directors
intend to apply the unused proceeds in the manner as
set out in the announcement of the Company dated
3 February 2016.
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The Board is committed to upholding a high standard of
corporate governance and business ethics in the firm belief
that they are essential for enhancing investors’ confidence
and maximizing shareholders’ returns. The Board reviews
its corporate governance practices from time to time in
order to meet the rising expectations of stakeholders,
and to comply with increasingly stringent regulatory
requirements as well as fulfill its commitment to excellence
in corporate governance.

After reviewing the Company’s corporate governance
practices and the relevant regulations of the Corporate
Governance Code and Corporate Governance Report
(the “CG code”) as set out in Appendix 14 to the Rules
Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”), the Board is satisfied that the
Company complied with the CG code provisions for the
entire year ended 31 December 2016.

The Board is committed to providing effective and
responsible leadership for the Company. The Directors,
individually and collectively, must act in good faith and in
the best interests of the Company and its shareholders.
The Board has established four Board committees, being
the Audit Committee, the Remuneration Committee, the
Nomination Committee and the Corporate Governance
Committee (each a “Board Committee” and collectively
the “Board Committees”), to oversee different areas of
the Company’s affairs.

The Board currently comprises four executive
Directors, namely Mr. Ziming Yang, Mr. Siu Keung Ng,
Mr. Ronggin Ke and Mr. Qiang Wei and three independent
non-executive Directors, namely, Mr. Yung Kwok Tsui,
Mr. Honghui Chen and Mr. Ming Shu Leung.
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Their biographical details and (where applicable) their family
relationships are set out in the section headed “Biographical
Details of Directors and Senior Management” on pages 51
to 57 in this annual report. A list of the Directors identifying
their roles and functions are available on the websites of
the Company and the Stock Exchange.

Mr. Ziming Yang, the Chairman and an executive Director
of the Company, is the brother-in-law of Mr. Ronggin Ke,
who is an executive Director of the Company. Save as
disclosed herein, there are no other financial, business,
family or other material/relevant relationships among
members of the Board.

The Board sets the Group’s overall objectives and
strategies, monitors and evaluates its operating and
financial performance and reviews the corporate
governance standard of the Group. It also decides
on matters such as annual and interim results, major
transactions, director appointments or re-appointments,
investment policy, dividend and accounting policies. The
Board has delegated the authority and responsibility for
implementing its business strategies and managing the
daily operations of the Group’s businesses to the executive
Directors and members of senior management. The
functions and power that are so delegated are reviewed
periodically to ensure that they remain appropriate.

The Board is also responsible for developing, reviewing
and monitoring the policies and practices on corporate
governance and legal and regulatory compliance of the
Group, and the training and continuous professional
development of directors and senior management. The
Board also reviews the disclosures in the Corporate
Governance Report to ensure compliance.

All Board members have separate and independent
access to the Group’s senior management to fulfill their
duties. Independent professional advice can be sought to
assist the relevant Directors to discharge their duties at the
Group’s expense upon their request.
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All Directors are required to declare to the Board upon
their first appointment, the directorships or other positions
they are concurrently holding at other companies or
organizations. These interests are updated on an annual
basis and when necessary.

The Board is supported by a number of committees,
including the Audit Committee, Nomination Committee,
Remuneration Committee and Corporate Governance
Committee. Each Board Committee has its defined and
written terms of reference approved by the Board covering
its duties, powers and functions. Their terms of reference
are available on the websites of the Company and the
Stock Exchange.

All Board Committees are provided with sufficient
resources to discharge their duties, including access
to management or professional advice if considered
necessary.

(i) Audit Committee

The Audit Committee was established on 8
October 2013. The Audit Committee comprises
three independent non-executive Directors, namely
Mr. Yung Kwok Tsui, Mr. Honghui Chen, and
Mr. Ming Shu Leung. Mr. Yung Kwok Tsui, who
has appropriate professional qualifications and
experience in accounting matters, was appointed as
the chairman of the Audit Committee.

The principal responsibilities of the Audit Committee
are to assist the Board in providing an independent
view of the effectiveness of the financial reporting
process, internal control and risk management
systems, and relationship with external auditors
of the Group, overseeing the audit process and
performing other duties and such responsibilities
as assigned by the Board. The Audit Committee
meets with the Company’s external and internal
auditors, and reviews their audit plans, the internal
audit programs, the results of their examinations
as well as their evaluations of the system of risk
management and internal control.
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The Audit Committee held 3 meetings during
the year ended 31 December 2016. Major work
completed by the Audit Committee during the year
includes:

° reviewed the Group’s annual report, interim
financial information and annual financial
statements;

o reviewed significant accounting and audit
issues;

° reviewed the external auditor’s qualifications,

independence and performance;

° reviewed the external auditor’s management
letter and the management’s response;

° reviewed annual internal audit plans;

° assisted the Board to evaluate on the
effectiveness of financial reporting procedures
and internal control system;

o advised on material event or drawing the
attention of the management on related risks;

o reviewed the adequacy and effectiveness of
the Group’s systems of internal control and
risk management; and

° reviewed connected transactions entered into
by the Group or subsisting during the year.
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(ii)

36

Remuneration Committee

The Remuneration Committee was established on
8 October 2013. The Remuneration Committee
comprises two independent non-executive Directors
and one executive Director, namely Mr. Yung Kwok
Tsui, Mr. Ming Shu Leung and Mr. Siu Keung Ng. Mr.
Yung Kwok Tsui is the chairman of the Remuneration
Committee. The principal responsibilities of the
Remuneration Committee are to review and make
recommendations to the Board on the overall
remuneration structure and policy for all Directors
and senior management as well as the specific
remuneration packages for the executive Directors
and senior management and on the establishment
of a formal and transparent process for developing
such remuneration policy. No Director takes part
in any discussion on his own remuneration. The
Company'’s objective for its remuneration policy is
to maintain fair and competitive packages based
on business requirements and industry practice. In
order to determine the level of remuneration and
fees paid to members of the Board, market rates
and factors such as each director’s workload,
performance, responsibility, job complexity and the
Group’s performance are taken into account.

The Remuneration Committee held two meetings
during the year ended 31 December 2016 and has
reviewed the remuneration policy and structure
relating to the Directors and senior management
of the Company and the Company’s share option
scheme.
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The remuneration of the members of the senior #HZ_-Z— X "F+_-_A=+—HIFEXFHE
management of the Group by band for the year EIDAEESAEEEKENMEHIINOT
ended 31 December 2016 is set out below:

Remuneration bands Number of persons
< &= AE
Nil to HK$1,000,000 £ % 1,000,000 7T -
HK$1,000,001 to HK$1,500,000 1,000,001 7T 1,500,000 8 7T 2
HK$1,500,001 to HK$2,000,000 1,500,001 7T = 2,000,000 78 7T 1
HK$2,000,001 to HK$2,500,000 2,000,001 7T = 2,500,000 87T -
HK$2,500,001 to HK$3,000,000 2,500,001 87T 2 3,000,000 % 7T 1
HK$3,000,001 to HK$3,500,000 3,000,001 T2 3,500,000 78 7T 1

Further particulars regarding Directors’ remuneration  1R#5E =R AIMi 8+ /X B TR EA BREE B
and the five highest paid employees as required to & &K AZ R = EH M IEERE —TFIEHAR T
be disclosed pursuant to Appendix 16 to the Listing ~ $R&MIzE6 &7 °

Rules are set out in notes 6 and 7 to the financial

statements.
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(iii)

38

Nomination Committee

The Nomination Committee was established
on 8 October 2013. It comprises one executive
Director and two independent non-executive
Directors, namely Mr. Ziming Yang, Mr. Honghui
Chen and Mr. Ming Shu Leung. Mr. Ziming Yang
is the Chairman of the Nomination Committee.
The principal responsibilities of the Nomination
Committee are to review the composition of the
Board, including its structure, size and diversity
at least annually to ensure that it has a balance of
expertise, skills and experience appropriate to the
requirements of the business of the Group. It is also
responsible for considering and recommending to
the Board suitably qualified persons to become
a member of the Board, monitor the succession
planning of Directors and assess the independence
of independent non-executive Directors. The
Nomination Committee will also give consideration
to the Board Diversity Policy (as defined below)
when identifying suitably qualified candidates to
become members of the Board, and the Board will
review the Board Diversity Policy (as defined below),
SO as to develop and review measurable objectives
for the implementing the Board Diversity Policy
(as defined below) and to monitor the progress on
achieving these objectives.

The Nomination Committee held one meeting during

the year ended 31 December 2016 and reviewed
the size, diversity and composition of the Board.
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(iv) Corporate Governance Committee

The Corporate Governance Committee was
established on 8 October 2013. It comprises two
executive Directors and two independent non-
executive Directors, namely Mr. Siu Keung Ng, Mr.
Qiang Wei, Mr. Yung Kwok Tsui and Mr. Ming Shu
Leung. Mr. Siu Keung Ng is the Chairman of the
Corporate Governance Committee. The principal
responsibilities of the Corporate Governance
Committee are to review and monitor the Company’s
policies and practices on corporate governance, the
training and continuous professional development of
the Company’s Directors and senior management,
the Company’s policies and practices on
compliance with legal and regulatory requirements,
and to review the Company’s compliance with the
CG Code set out in Appendix 14 to the Listing
Rules.

The Corporate Governance Committee held one
meeting during the year ended 31 December 2016
and has reviewed the Group’s corporate governance
policies and practices and sufficiency of training to
the Company’s Directors and senior management.

Board meetings are held regularly and at least four times a
year at approximately quarterly intervals. For regular Board
meetings, notices of at least 14 days are given to facilitate
maximum attendance of the Directors and agenda with
supporting papers are sent to Directors not less than 3
days before the relevant meeting is held. Directors may
propose to the Chairman or the Company Secretary to
include matters in the agenda for regular board meetings.
At the meeting, the Directors are provided with the relevant
documents to be considered and approved. Draft and
final versions of minutes are sent to all Directors for their
comments and records respectively within a reasonable
time after the board meeting is held. Minutes of Board
meetings are taken by the Company Secretary or a duly
appointed secretary of the Board meeting and are open for
inspection by any Director.
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The table below sets out the attendance of each Director T&RHFHJISEFHEFARTHRRAF RS
at the annual general meeting (the “AGM”) and the ([REBEAE|) EFggaihHEtEEg
meetings of the Board and other Board committees held ZEE&ZMIEMN ¢

during the year:

Meetings attended/held
Wi/ Ered
Corporate
Audit Remuneration  Nomination  governance
AGM Board committee  committee = committee  committee
rEER

LETETN- E¥e ENZEE HHZEEE RAZEE Z8¢8

Executive Directors HTEE

Mr. Ziming Yang BEARE 1/1 58  NATER  NATER 1 NATER
Mr. Siu Keung Ng ROBEE 17 8)8  NATER 22 NATER 11
Mr. Ronggin Ke ARREE 0/ 78 NANER  NANER  NATNER  NATER
Mr. Donglian Tian'" ARRELED 0/ 08  NATER NATER  NATER  NANER
Mr. Qiang Wei Ly 0/1 88 NATNER  NATER  NATER 1A
Independent non-executive B HTEE

Directors

Mr. Yung Kwok Tsui AR 17 8/8 3/3 22 NATER 1A
Mr. Honghui Chen REBRE 17 8/8 33 NATER 11 NATER
Mr. Ming Shu Leung REEEE 0/1 7/8 2/3 2/2 1 11

Note 1: Mr. Donglian Tian ceased to be a Director of the Company with A7 7 : HfRREEB T —"F=A—HETHAER
effect from 1 March 2016. GEEN

Each of the executive Directors and independent non- ARG EHITES KB IFRITESHEAR
executive Directors of the Company has entered into a FIFIBREE 4 (FHAE T —F+ A
service contract with the Company for a term of three —+/\Bi#est=4F - HARBEANQARIMNAEZE
years commencing from 28 October 2016, subject to his 2RI EBEF XS RE K EIR ©
retirement and re-election at annual general meeting in

accordance with the Company’s articles of association.
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In accordance with the Company’s articles of association,
a person may be appointed as a Director either by the
shareholders in general meeting or by the Board. Any
Directors appointed by the Board as additional Directors
or to fill casual vacancies shall hold office until the next
following general meeting, and are eligible for re-election
by the shareholders. In addition, all Directors are required
to retire by rotation at least once every three years at the
annual general meeting, and are eligible for re-election by
the shareholders.

Pursuant to the CG Code, the Board adopted a board
diversity policy (the “Board Diversity Policy”) on 8
October 2013. The Company recognizes and embraces
the benefits of diversity of Board members. While all
Board appointments will continue to be made on a merit
basis, the Company will ensure that the Board has a
balance of skills, experience and diversity of perspectives
appropriate to the needs of the Company’s business.
Selection of candidates will be based on a range of
diversity perspectives, including but not limited to gender,
age, cultural and educational background, experience
(professional or otherwise), skills and knowledge.

The Company has arranged appropriate insurance cover in
respect of potential legal actions against its Directors and
officers.
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All Directors are aware of their responsibilities to the
Shareholders and have exercised their duties with care,
skill and diligence, in pursuit of the development of the
Group. All Directors are provided with monthly updates
on the Company’s performance and financial position
to enable the Board as a whole and each Director to
discharge their duties. In addition, briefings and updates
on the latest development regarding the Listing Rules and
other applicable regulatory requirements are provided to
the Board during Board meetings to ensure compliance
and enhance their awareness of good corporate
governance practices. In November 2016, the Company,
together with its legal adviser, organized a training session
to provide the Directors with an update on the Listing
Rules.

The roles of the Chairman and Chief Executive Officer are
separate and are not performed by the same individual
as this ensures better checks and balances and hence
better corporate governance. Mr. Ziming Yang holds the
position of the Chairman, who is primarily responsible
for strategic positioning. Mr. Siu Keung Ng serves as the
Chief Executive Officer, who is primarily responsible for the
operations and business development of the Group.

The role of the Independent Non-executive Directors is
to provide independent and objective opinions to the
Board, giving adequate control and balances for the
Group to protect the overall interests of the shareholders
and the Group. They serve actively on the Board and its
committees to provide their independent and objective
VIEWS.
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In compliance with Rules 3.10(1) and 3.10A of the Listing
Rules, the Company has appointed three independent
non-executive Directors, representing more than one-
third of the Board. One of the independent non-executive
Directors has the appropriate professional qualifications in
accounting or related financial management expertise as
required by Rule 3.10(2) of the Listing Rules.

Each independent non-executive Director has submitted
annual confirmation of his independence to the Company
pursuant to rule 3.13 of the Listing Rules. Based on the
contents of such confirmations, the Company considers
that all of the independent non-executive Directors are
independent.

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in
Appendix 10 to the Listing Rules as the Company’s code
of conduct regarding Directors’ securities transactions (the
“Securities Dealing Code”). Upon specific enquiries,
all Directors confirmed that they have complied with
the relevant provisions of the Securities Dealing Code
throughout the year ended 31 December 2016.

Senior management who, because of their office in
the Company, are likely to be in possession of inside
information, have also been requested to comply with the
provisions of the Securities Dealing Code when dealing in
the Company’s shares.

Ms. Lai Wah Wong, the Company Secretary of the
Company, is a full time employee of the Group and has
day-to-day knowledge of the Company’s affairs. She
also serves as the secretary of the Audit Committee, the
Nomination Committee, the Remuneration Committee,
the Corporate Governance Committee and other board
committees as organised by the Board from time to time.
Ms. Wong is responsible for advising the Board through
the Chairman and/or the Chief Executive Officer on
governance matters.
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During the financial year, the Company Secretary complied
with the relevant professional training requirement under
Rule 3.29 of the Listing Rules. The biographical details of
the Company Secretary is set out in the section headed
“Biographical Details of Directors and Senior Management”
on pages 51 to 57 in the annual report.

The Board recognizes its responsibility to ensure
the Company maintains a sound and effective risk
management and internal control system. The Group’s
internal control system is designed to safeguard assets
against misappropriation and unauthorized disposition
and to manage operational risks. Review of the Group’s
internal controls covering major financial, operational
and compliance controls, as well as risk management
functions. The controls built into the risk management
system are intended to manage, not eliminate, significant
risks in the Group’s business environment.

The Group’s risk management framework includes the
following elements:

° identify significant risks in the Group’s operation
environment and evaluate the impacts of those risks
on the Group’s business;

o develop necessary measures to manage those
risks;

o monitor and review the effectiveness of such
measures.

The implementation of risk management framework of
the Group was assisted by the Group’s internal audit
department so that the Group could ensure new and
emerging risks relevant to the Group’s operation are
promptly identified by management, assess the adequacy
of action plans to manage these risks and monitor and
evaluate the effectiveness of the action plans. These are
on-going processes and our Audit Committee reviews
periodically the Group’s risk management systems.
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Audit committee reported to the Board the implementation
of the Group’s risk management and internal control policy
which, among other things, included the determination
of risk factors, evaluation of risk level the Group could
take and effectiveness of risk management measures.
Based on the reports from the Group’s internal control
department and the Audit Committee, the Board considers
the Group’s risk management and internal control system
is adequate and effective and the Group has complied with
the provisions on risk management and internal controls
as set out in the CG code.

The Board acknowledges its responsibility to prepare the
Company’s accounts which give a true and fair view of
the Group’s state of affairs, results and cash flows for the
year and in accordance with the International Financial
Reporting Standards issued by the International Accounting
Standards Board, and the Companies Ordinance. The
Company has selected appropriate accounting policies
and has applied them consistently based on prudent and
reasonable judgments and estimates. The Board considers
that the Group has adequate resources to continue in
business for the foreseeable future and not aware of any
material uncertainties relating to events or conditions that
may affect the business of the Company or cast doubts on
its ability to continue as going concern.

KPMG has been appointed as the external auditor of
the Company. The Audit Committee has been notified of
the nature and the service charges of non-audit services
performed by KPMG and considered that such services
have no adverse effect on the independence of the
external auditor.
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During the year, the fees payable to KPMG or its affiliated
firms comprise service charges for the following:

Statutory audit ETEBEZ
Review of interim results ERPEEE
Internal control review NEPES R B
Other non-audit services H M FERIZ RS

There was no disagreement between the Board and the
Audit Committee on the selection and appointment of the
external auditor during the year under review.

Mr. Ziming Yang, Acute Result Holdings Limited, Ascend
Fame Limited, Prime Ascend Limited are the controlling
shareholders (within the meaning of the Listing Rules) of
the Company (the “Controlling Shareholders”). Each
of the Controlling Shareholders has confirmed to the
Company that none of them is engaged in, or interested
in any business (other than the Group) which directly or
indirectly competes or may compete with the business
of the Group. To protect the Group from any potential
competition, the Controlling Shareholders have given an
irrevocable non-compete undertaking in the Group’s favour
on 8 October 2013 (the “Deed of Non-competition”).
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In order to properly manage any potential or actual
conflict of interests between the Group and the
Controlling Shareholders in relation to the compliance
and enforcement of the non-compete undertaking, the
Company has adopted the following corporate governance
measures:

(@ the independent non-executive Directors will
review, on an annual basis, the compliance with the
undertaking given by the Controlling Shareholders
under the Deed of Non-competition;

(b) the Controlling Shareholders undertake to provide
all information requested by the Company which is
necessary for the annual review by the independent
non-executive Directors and the enforcement of the
Deed of Non-competition;

(©) the Company will disclose decisions on matters
reviewed by the independent non-executive
Directors relating to compliance and enforcement
of the non-compete undertaking of the Controlling
Shareholders under the Deed of Non-competition in
the annual reports of the Company; and

(d)  the Controlling Shareholders will make an annual
declaration on compliance with their undertaking
under the Deed of Non-competition in the annual
report of the Company.

The Directors consider that the above corporate
governance measures are sufficient to manage any
potential conflict of interests between the Controlling
Shareholders and their respective associates and the
Group and to protect the interests of the shareholders, in
particular, the minority shareholders.

Each of the Controlling Shareholders has confirmed to the
Company that he/it has complied with the Deed of Non-
competition. The independent non-executive Directors
of the Company have reviewed the status of compliance
and enforcement of the Deed of Non-competition and
confirmed that all the undertakings thereunder have been
complied with.
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The Company aims to, via its corporate governance
structure, enable all its shareholders an equal opportunity
to exercise their rights in an informed manner and allow all
shareholders to engage actively with the Company. Under
the Company’s articles of association, the shareholder
communication policy and other relevant internal
procedures of the Company, the shareholders of the
Company enjoy, among others, the following rights:

(i) Participation at general meetings

The general meetings of the Company provide
an opportunity for direct communication between
the Board and the shareholders. The Company
encourages the participation of the shareholders
through annual general meetings and other general
meetings where the shareholders meet and
exchange views with the Board, and to exercise
their right to vote at meetings. The Company shall
arrange notices of meetings and circulars containing
details on proposed resolutions to be sent to
the shareholders no less than 20 business days
before the meeting. At general meetings, separate
resolutions are proposed on each substantial issue,
including the election of individual Directors.

(i) Enquiries and proposals to the Board

The Company encourages shareholders to attend
Shareholders’ meetings and make proposals by
either directly raising questions on both operational
and governance matters to the Board and Board
Committees at the general meetings or providing
written notice of such proposals for the attention
of the Company Secretary at the registered office
of the Company in Hong Kong currently situated at
Unit A&B, 26 Floor, Billion Plaza Il, 10 Cheung Yue
Street, Cheung Sha Wan, Kowloon or via email to
ir@cabbeen.com.

48 | Cabbeen Fashion Limited « Annual Report 2016

ARRIEEEBELREGRE  BEBER
B EHSEMBHER MTEEERN  AHED
BEIRBEBRSEARNTER o RIBARF A
BERRAR - RERBBBE LA R E AR
NERF » ARBIRRAZE (R EHE) AT#E
A

i) ZBMMRERKE
ANFMBRERASRERSZE SR
BEEEEE - AR FSHEREBE
EREBEFEASREMIREAGRHERK
ABEK  grRETHEESSEEK
RRER  RATEHBRERER o KR
5 22 BERNER AT K& BT R A 20 {8 44 2
BRREREAERE REGIRE RS
REBENBE - RIREAR - B35
BAEE(BIEEREAREE)REBY

N
/kuﬁ% °

(i) MEESEARELHES
RAREBREHEREARS - WiEH
ITARERERE : RIRERERES
eNEESZESREBREEREA
EEEERME BEEEBENAEA
FRERRNARNEBEMEEE -
Wt ANBERDERVEHI105RE
RES _H26EAKBE HEHZE
ir@cabbeen.com A2 X A AIUE o



(i) Convening extraordinary general

meetings

The Directors may, whenever they think fit, convene
an extraordinary general meeting. Extraordinary
general meetings shall also be convened on the
requisition of one or more shareholders holding, at
the date of deposit of the requisition, not less than
one tenth of the paid up capital of the Company
having the right of voting at general meetings.
Such requisition shall be made in writing to the
Directors or the Company Secretary and deposited
at the registered office of the Company in Hong
Kong currently situated at Unit A&B, 26 Floor,
Billion Plaza Il, 10 Cheung Yue Street, Cheung
Sha Wan, Kowloon for the purpose of requiring
an extraordinary general meeting to be called by
the Directors for the transaction of any business
specified in such requisition. Such meeting shall
be held within two months after the deposit of
such requisition. If within twenty-one (21) days
of such deposit the Directors fail to proceed to
convene such meeting, the requisitionist(s) himself
(themselves) may do so in the same manner, and all
reasonable expenses incurred by the requisitionist(s)
as a result of the failure of the Directors shall be
reimbursed to the requisitionist(s) by the Company.

There are no provisions under the Company’s
articles of association or the Companies Law, Cap
22 (Law 3 of 1961, as consolidated and revised)
of the Cayman Islands regarding procedures for
Shareholders to put forward proposals at general
meetings other than a proposal of a person for
election as director. Shareholders may follow
the procedures set out above to convene an
extraordinary general meeting for any business
specified in such written requisition.

(iii)
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The notice of annual general meeting together with
the accompanying circular setting out the relevant
information as required under the Listing Rules

MERFEASREER FTHRNETA
FIBRERE B B BEMT BRI KR g RI 2 4
0ETELEARMBREZEL - RIE

are sent to shareholders at least 20 clear business R FRRTE TR NIRIRBUSER R
days prior to the meeting. Poll voting has been N LERERERHIEE —EREE -

adopted for decision-making at Shareholders’
meetings to ensure that each share is entitled to
one vote. Details of the poll voting procedures are

BREFRREFFBHNEXNGHIE #
T RCER A K - K& B AR DA AR
B RERRERNBERBFASE

set out in the circular sent to Shareholders prior to AR AL A o
the meeting and explained at the commencement
of the meeting. Voting results are posted on the
Company'’s website on the day of the annual general
meeting.
(iv) Procedures for proposing a person for (iv) REBZBALTZSREZENERF
election as a Director
Pursuant to the Article 85 of the articles of RIBAR QAR B S I2 4085 85k -
associations of the Company, no person other BRIFEZERHELSE  KHRAEXEER
than a Director retiring at the meeting shall, unless HEREWAIRNE ERENRR(EX
recommended by the Directors for election, be RAABERMA)) (WIHRBEE)EE
eligible for election as a Director at any general BA(ERRABABEZMA) - RAKRE
meeting unless a Notice (as defined therein) signed FZHEBALTR2IE BERZALEBRZ
by a Member (as defined therein) (other than the BAKRPABESE  BAkhe LREE
person to be proposed) duly qualified to attend and E TE)H&EH/\:':E%T@?"THTHQ%
vote at the meeting for which such notice is given AEE2EESE - FllBANEZ B
of his intention to propose such person for election FRNBFERE - BAHNE J E’\t
and also a Notice signed by the person to be 7B NZEFRMENMRBEEMA
proposed of his willingness to be elected shall have FARRASHBETREBER  BI2
been lodged at the head office or at the Registration Rz(F)BANHEAREREEMA
Office provided that the minimum length of the E'ﬁﬂﬁ%ji/'\f:‘!’]@ FEREZARFTED
period, during which such Notice(s) are given, shall BRZRRERERITEHAE7)A -
be at least seven (7) days and that (if the Notices
are submitted after the despatch of the notice of
the general meeting appointed for such election)
the period for lodgment of such Notice(s) shall
commence on the day after the despatch of the
notice of the general meeting appointed for such
election and end no later than seven (7) days prior
to the date of such general meeting.
There was no change in the memorandum and articles REZEZT—F+A :‘f‘—EIJJ:EFtT N
of association of the Company during the year ended ‘A&AIAE ﬁiz 2 K4 K2 40 R 15 e 22

31 December 2016.
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Mr. Ziming Yang (£ %), aged 45, is the founder of
our Group. He is also the chairman of the Board of our
Company. He was appointed as an executive Director on
3 November 2011. Mr. Yang is primarily responsible for
our overall corporate strategies, planning and business
development, and leads our design and research and
development team.

Mr. Yang first started his fashion and wholesale of apparel
business in April 1992. In October 1997, Mr. Yang began
to design and wholesale our Cabbeen branded apparel.
Mr. Yang has over 20 year of experience in design. He has
been one of the most famous designers in China, who
won the award for “Best Menswear Designer™ (5 fE£ 55
=& 5TAM) at the China International Fashion Week* (#
BREFZEIE) in 2009 and “The 14th China Fashion Design
Top Award™ (148 BIRERFT®TES), which is the
top honor in apparel design in China in 2010. Mr. Yang
was accredited as “2010 Quanzhou Economic Figure”
(2010 fZ RN £&57% A¥) and was the member of the 10th
China Young Entrepreneurs Association (8 + /& B & F
PEXRBEEE)Iin 2010. In 2011, he was the chairperson
of Shishi Youth Chamber of Commerce’s Council (G Kim
SFREESEEER), honorable president of Shishi Textile
& Garments Commerce Chamber’s Council (4 ¥ T 7 4% iR
HEE@EESLEEER) and a committee member of the
11th Committee of All-China Youth Federation (FZE 2 H
SFHMAgEE+—EZEEZE). In 2012, Mr. Yang was
the first president of the Fashion Designers’ Association of
Fujian Province* (1R & AR TAIH 2 —fE® &) and
the honorable president of Quanzhou APEC Commerce
Chamber’s Council* (RMAPECEKHEREEER). In
March 2013, Mr. Yang became the consulting professor
of Beijing Institute of Fashion Technology (1t FARZEZ
B). In April 2014, Fujian Normal University (&80 &5.K
2) appointed Mr. Yang as a guest professor. In addition,
Mr. Yang is currently the vice president and a member
of the standing committee and the arts committee of
the China Fashion Designers Association (" BlfRZE &
ZHAT1%E). Mr. Yang has been the vice president of the
standing committee of the China Garment Association*
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(FEIAREHE) since October 2013. In April 2013,
Mr. Yang was awarded as 2012 Innovative person of China
textile industry* (2012 B4 TRFEEIFT AW by The
Association of China Textile Industry* (1 B%7 4% T %84
).

Mr. Yang received his EMBA in Sun Yat-Sen University
(1K E2) in June 2011. Mr. Yang is the brother-in-law of
Mr. Rongain Ke (faI#8X) who is also our executive Director.

Mr. Siu Keung Ng (R43&), aged 46, is one of the
founding members of our Group and has been appointed
as an executive Director of our Company on February
18, 2013. Mr. Siu Keung Ng is primarily responsible for
our overall corporate planning and strategy execution
and is the chief executive officer of our Group since July
2010. Mr. Ng has over 15 years of experience in various
aspects, including business operation, management,
sales, procurement, financial and human resource. Mr. Ng
has been with our Group since 1997. Mr. Ng obtained his
bachelor’s degree in material engineering majoring in forge
craft and equipment from Shanghai Jiao Tong University (=
YBAZAE) in July 1992,

Mr. Ronggqin Ke (f1#588), aged 42, is one of the founding
members of our Group and has been appointed as an
executive Director of our Company on February 18, 2013.
Mr. Ronggin Ke is primarily responsible for the business
development of our markets in eastern China. Mr. Ke
has over 15 years of experience in various aspects,
including manufacturing, product design and research and
development and procurement. Mr. Ke has been with our
Group since 1997.

Mr. Ke obtained his diploma certificate in business
administration from Hunan University of Technology (48
F LK) in January 2008. He completed the EMBA
program at Lingnan College of Sun Yat-Sen University (7
I AESSEIE287) in June 2013. Mr. Ke was accredited as
“2011-2012 Top Ten Professional Managers of Apparel
Industry in Guangdong Province” (2011-2012FEEHRE
AREETTE TERLE AT A) in August 2012. Mr. Rongain Ke
is the brother-in-law of Mr. Ziming Yang.
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Mr. Qiang Wei (£3&), aged 42, has been the vice
president of our Group since July 2010 and was appointed
as an executive Director of our Company on February
18, 2013. Mr. Wei is primarily responsible for our finance,
operation and legal affairs and human resource of our
Group. Mr. Wei has over 15 years of experience in finance
and accounting. Prior to joining us, Mr. Wei was an
accountant in Guangxi Bobai County Foreign Trade and
Economic Company* (EfE1EAZEIMEEE 58N 7))
from January 1997 to October 1998. He was then worked
in the finance department of Guangzhou Complacent
Industrial Co., Ltd. (B/N-kzm AR 2 7]) from November
1998 to October 2002. From April 2003 to March 2004
and from March 2004 to September 2008, Mr. Wei
had been the finance manager and finance director,
respectively, in Guangzhou Sai De Electrical Equipment
Co., Ltd.* (BEMEEHEEZREBER A and Foshan U
Right Garment Co., Ltd. (BBILEEREBR AR F). Mr.
Wei joined our Group in December 2008 as the financial
director of Cabbeen Clothing (China) Limited and took in
charge of the company’s finance.

Mr. Wei completed a self-taught accounting diploma
course in April 1999 held by the Commission of Self-
taught Higher Education Examination of Guangxi Zhaung
Autonomous Region (BFEAtEBRAERSHEEEE
HZ8€), and subsequently obtained the Medium Level
Accountant title granted by Ministry of Finance of the PRC
in May 2002. Mr. Wei obtained his diploma certificate in
accounting through online courses from China University
of Geosciences ({ BI#/E X&) in July 2007. Mr. Wei also
completed the “Cabbeen China-EMBA” program* (K&
AR &6 (7P BB IR A BIEMBAS & FRIZHHETL) in November
2009 at Lingnan College of Sun Yat-Sen University (F7 LA
2o S2h).
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Mr. Yung Kwok Tsui (#&&El), aged 48, is our
independent non-executive Director and was appointed
to our Board on February 18, 2013. Mr. Tsui has over 20
years of extensive experience in auditing and accounting,
including experience from corporations and an international
accounting firm. Mr. Tsui joined Ju Teng International
Holdings Limited (EEIERIZRR AR A F]) (stock code:
3336) in August 2004 and has been the company’s
executive director, chief financial officer and company
secretary since its listing in the Stock Exchange. He has
also respectively been an independent non-executive
director of Shenguan Holdings (Group) Limited (#4715 %
((=E)B R A 7)) (stock code: 829) since September 2009,
SITC International Holdings Company Limited (/&£ BIER
EREAE TR A ) (stock code: 1308) since September 2010
and 361 Degrees International Limited (361E B ER A
7)) (stock code: 1361) since September 2012, all of which
are listed on the Stock Exchange.

Mr. Tsui obtained his bachelor’'s degree of business in
accounting from Curtin University of Technology in August
1992 and his master’s degree of corporate governance
from The Hong Kong Polytechnic University in December
2007. Mr. Tsui has been a member of Hong Kong Institute
of Certified Public Accountants since February 1997, a
member of Chartered Accountants Australia and New
Zealand since June 2000, and a member of CPA Australia
since September 1996. He has also been a member of
The Hong Kong Institute of Chartered Secretaries since
December 2007 .
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Mr. Honghui Chen (PR &), aged 45, is our independent
non-executive Director and was appointed to our Board
on 18 February 2013. Mr. Chen has over 20 years of
extensive experience teaching universities in the fields
of management, economics and corporate social
responsibility. From July 1993 to June 2003, Mr. Chen
worked in Wuhan University of Science and Technology,
primarily teaching management and economics. From
July 2008 till now, Mr. Chen has worked in Sun Yat-Sen
University, primarily teaching courses including strategic
management and corporate social responsibility. Mr. Chen
had been granted the title of deputy professor from April
2004 to July 2008 and has been subsequently granted
the title of professor since July 2008. Mr. Chen had also
been the deputy dean of Lingnan College in Sun Yat-Sen
University from November 2007 to March 2012 and has
been the director of the Research Center for Corporate
Social Responsibility at Lingnan College of Sun Yat-Sen
University* (FILRSEEMERPETSEERTHROLE
) from July 2009 and the chair of the Department of
Business Management at Lingnan College of Sun Yat-
Sen University* (FRILKSBEMERLEEEREM),
respectively. From 2004 till now, Mr. Chen has done various
researches on the topics of corporate social responsibility
and strategic management, which were subsidies by
the PRC or local government. The essay written by Mr.
Chen in 2007 was accredited as the Second Prize of The
Philosophy and Society Science Outstanding Achievement
in Guangdong Province* (ER&A T EHREZ2EFKR
—Z#7). Mr. Chen has also been the independent director
of Guangdong Telepower Communication Co., Ltd.* (&
RABEEMRMBEMABRAR) from January 2012 to
December 2015. Mr. Chen has also been the independent
director of Guangzhou Grandbuy Co., Ltd. (SZSE Stock
Code: 002187) since September 2016. Mr. Chen obtained
the Qualification of Teacher of the PRC in 1996. He also
obtained his doctoral degree in enterprise management
from Zhejiang University in June 2003.
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Mr. Ming Shu Leung (R #1&), aged 41, was appointed
as an independent non-executive Director on February 18,
2013. Mr. Leung has been the chief financial officer and
company secretary of China ITS (Holdings) Co., Ltd. (#F
Bl e R B ARG (ERR) AR A A]), a company listed on the
Stock Exchange (stock code: 1900), since January 2008.
He has also been an independent non-executive director
of Comtec Solar Systems Group Limited (#4572 AP 8¢
RSB EBAR QA (stock code: 712), a company listed on
the Stock Exchange, since June 2008. Mr. Leung has over
15 years of experience in the areas of corporate finance
and accounting. Mr. Leung started his professional career
at PricewaterhouseCoopers in Hong Kong as an auditor
in 1998. He then worked at the global corporate finance
division of Arthur Andersen & Co. in Hong Kong, which
subsequently merged with PricewaterhouseCoopers, until
December 2000.

From July 2001 to February 2003, Mr. Leung also worked
as a business consultant in Market Catalyst International
(Hong Kong) Limited, where he advised companies on
issues of strategy, organization and operations. Mr. Leung
then spent approximately three years from February
2003 to January 2006 at CDC Corporation, a NASDAQ-
listed company, as a senior manager in the mergers and
acquisitions department, and as the chief financial officer
of China.com Inc., a subsidiary of CDC Corporation and
a company listed on the Stock Exchange. From February
2006 to October 2006, Mr. Leung served as the chief
financial officer of Beijing Xinwei Telecom Technology
Co., Ltd., a related party of KEEEEHERHBR AT
(Datang Telecom Technology Co., Ltd., a company listed
on The Shanghai Stock Exchange) which is engaged in
the development of telecommunication standard and
manufacture of telecommunication equipment. From
November 2006 to January 2008, he served as the chief
financial officer of Beijing Lingtu Spacecom Technology
Co., Ltd (JtREBEZMEHEBR AR, a subsidiary of
Beijing Lingtu Software Co., Ltd (It REBEHEAMTA
[R 2 7\]), a PRC digital mapping and navigation software
company.
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Mr. Leung obtained his bachelor’s degree in arts with
first class honor in accountancy from The City University
of Hong Kong in June 1998 and a master’s degree in
accountancy from The Chinese University of Hong Kong in
November 2001. He is a fellow member of the Association
of Chartered Certified Accountants (FCCA) and a fellow
member of The Hong Kong Institute of Certified Public
Accountants (FCPA).

Ms. Lai Wah Wong (EE#), aged 42, is the chief
financial officer of our Group. Ms. Wong is also
our company secretary and one of the authorized
representatives of our Company. Ms. Wong joined our
group in April 2012 and is primarily responsible for our
overall financial management and company secretarial
affairs and coordination of investor relations. Ms. Wong
has over 15 years of experience in auditing, tax and
financial management. Prior to joining us, she had worked
in international accounting firms and other companies
listed on the main board of the Stock Exchange. Ms.
Wong obtained her bachelor’s degree of arts in accounting
at The Hong Kong Polytechnic University in 1997 and
master’s degree of science in corporate finance at The
Hong Kong University of Science and Technology in 2014.
She is also a fellow member of The Hong Kong Institute of
Certified Public Accountants.
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The Directors are pleased to present the annual report
together with the audited consolidated financial statements
of the Group for the year ended 31 December 2016.

The Company was incorporated in the Cayman Islands
and is domiciled in Hong Kong and has its registered office
at Unit A&B, 26/F, Billion Plaza Il, 10 Cheung Yue Street,
Cheung Sha Wan, Kowloon, Hong Kong. The Group’s
principal place of business is in the PRC.

The principal activities of the Group are wholesaling and
retailing of branded menswear and related accessories
in the PRC. The principal activities and other particulars
of the subsidiaries are set out in note 13 to the financial
statements.

During the year ended 31 December 2016, aggregate
sales to the Group’s largest and five largest customers
accounted for 11.1% (2015: 10.4%) and 39.8% (2015:
43.3%), respectively, of the Group’s total revenue for the
year.

Aggregate purchases from the Group’s largest and five
largest suppliers of OEM products accounted for 13.8%
(2015: 14.1%) and 35.5% (2015: 41.3%), respectively, of
the Group’s total purchases from suppliers for the year
ended 31 December 2016.

At no time during the year have the Directors, their
associates or any shareholder of the Company (who or
which to the knowledge of the Directors owns more than
5% of the Company’s issued share capital) had any interest
in the Group’s five largest customers and suppliers.
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A summary of the results and of the assets and liabilities
of the Group for the latest five financial years is set out
on pages 195 to 196 of the annual report. This summary
does not form part of the audited consolidated financial
statements.

The profit of the Group for the year ended 31 December
2016 and the state of the Company’s and the Group’s
affairs as at that date are set out in the consolidated
financial statements on pages 96 to 194 of the annual
report.

Details of movements in reserves of the Company and the
Group are set out in note 24 to the financial statements
and in the consolidated statement of changes in equity,
respectively.

As at 31 December 2016, the Company’s reserves
available for distribution, calculated in accordance with the
Companies Law, Cap. 22 (Law 3 of 1961, as consolidated
and revised) of the Cayman Islands, amounted to
approximately RMB72.9 million.

On 1 August 2016, the Company declared an interim
dividend of HK6.8 cents (2015: HK10.5 cents) per ordinary
share for the six months ended 30 June 2016. The
Directors now recommend the payment of a final dividend
of HK5 cents (2015: HK9 cents) per ordinary share in
respect of the year ended 31 December 2016.

Charitable donations made by the Group during the year
amounted to RMB100,000 (2015: RMB100,000).
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Details of acquisitions and other movements of non-
current assets (including plant and equipment, interests in
leasehold land held for own use under operating lease and
intangible assets) are set out in notes 9, 10 and 11 to the
consolidated financial statements.

Details of movements in the share capital of the Company
during the year are set out in note 24 to the consolidated
financial statements.

Business overview and financial
performance

The principal activities of the Group are the sales of
menswear in the People’s Republic of China. Further
discussion and analysis of the Group’s business and
financial performance and an indication of likely future
developments in the Group’s business, as required by
Schedule 5 to the Companies Ordinance, can be found in
the section Management Discussion and Analysis set out
on pages 10 to 31 in this annual report. This discussion
forms part of this Directors’ Report.
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Principal risks and uncertainties
A number of factors may affect the results and business
operations of the Group, some of which are inherent to the
fashion business and some are from external sources. The
Group’s major risks are summarized below.

(i)

(ii)

Fashion risk

Our success depends on our ability to define
products trends and anticipate, gauge and react to
changing consumer demands in a timely manner.
Failure to anticipate and respond timely to changing
consumer preferences could lead to lower sales
and excess inventory levels. With respect to each
design concept, it is important to have the right
volume of stocks and strike the right balance in the
mix between fashion basics and the latest trends.
To track the acceptance of our fashion concept
in the market closely, we introduce products in
different batches throughout the season and will
further shorten the product development cycle in
order to reduce the lead time between production
and delivery to customers. In addition, shopping
patterns and the length of product seasons can vary
in different parts of mainland China. Fashion designs
which are popular in one province of mainland China
at a given time may not be as popular in another
local market at a different time.

Intense competition

We compete not only with local Chinese menswear
brands, but also with other international fashion
brands. Areas of competition include product
designs, production costs, marketing programs,
customer services. If we do not respond timely to
our competitors, our costs may increase or the
consumer demand for our products may decline
and our revenue and profits would decrease.
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(iii)

(iv)

62

Macroeconomic environment

There is a risk that adverse macroeconomic
changes may result in adverse changes in the
business environment. Fashion products may be
considered as discretionary items for consumers.
Slower consumer spending may result in reduced
demand for our products, reduced orders from our
distributors, order cancellations, higher discounts,
increased inventories, lower revenue and margins. It
is therefore important that the Group is aware of any
such changes of economic environment and adjusts
its store opening plan, buying volume and business
plan under different market conditions.

Supply chain

We do not own or operate any manufacturing
facilities and depend upon independent
manufacturers to produce all of our products and
materials. Any disruption in the supply of fabric, raw
materials and products from suppliers may cause
problems in our supply chain. We have no long-term
contracts with any of our suppliers and we may
need to compete with other companies for fabrics,
raw materials and apparel products. Nevertheless,
we have developed long-standing relationships
with a number of our vendors so as to minimize
the impact from any supply disruptions and ensure
we can locate alternative suppliers of comparable
quality at a reasonable price all the time. For the
year ended 31 December 2016, 35.5% (2015:
41.3%) of our products were produced by our top
five suppliers and we have more than five years’
business relationship with these suppliers.

Cabbeen Fashion Limited + Annual Report 2016

(iii)

(iv)

LERBIRIR

PR R BERCRBEREBIRE
BETNEZER - JHEH AR
KEMBRSIFLHEHEEM - HESHMN
EREEHHRMNERNFT B -
REDHARETERD - BUBRIE - 18
ISHEHTH ~ FEIE A S as Ko A
TFF o FHitt - AEEE LT AR
BTl YHBEAETRTR
BFERTE ERBEEREBRRE -

fpEsE

BN EE RGBT EERME - I
KREELEENEERMNABEEM R
MK o B ET R EEAER - B
T % BE oh A RS S8 BUE M A0 £ 18 5 L 35 RS
R o B EEERHERIERBAS
A WEMTREFHEA - B RAR
HEREEMABEITHES - A &
MEHESRXHERELRANEGEH
7 AR ERHEFENE
W R PIRE SABE R IR A IR E IR B SE
PERMHMEEE - HE_T— X
F+ZA=1T—HLFE  #M355%
T AT 41.3%)WERBRAHE
JERAEE  MBEMEZFHEEREHES
BMAFHEFEIERBIER o



(v)

(vi)

Financial conditions of our distributors

We extend credit to our distributors based on as
assessments of their financial conditions, repayment
history and sales performance of the retail outlets
operated by them, generally without requiring
collateral. To assist in the scheduling of production
of our products, our customers could place orders
four to five months ahead of delivery under our
sales fair ordering system. These advance orders
may be cancelled and the risk of cancellation may
increase when dealing with distributors struggling
with financial difficulties. A slowing economy could
also adversely affect the financial conditions of our
customers, which in turn could have an adverse
effect on our results of operation. In addition,
product sales are dependent in part on an appealing
store environment to attract consumers, which
requires continuing investments by distributors.
Distributors that experience financial difficulties may
fail to make such investments and result in lower
sales and orders for our products.

Information system

We are dependent on information technology
systems and networks, including the internet and
third-party hosted services across many of our
operating activities, including sales and distribution,
ordering and purchases, sales and distribution,
inventory management in all retail outlets,
e-commerce business, customer relationship
management, digital marketing and financial
reporting. Any material disruption or slowdown of
our IT systems, including a disruption or slowdown
caused by our failure to successfully upgrade our
systems, system failures, viruses or cyber attacks
could cause a loss of data or operation interruption.
Therefore, we invest continuously in our IT and
ERP system so as to keep up with the technology
security and availability and integrity of critical
operation data.
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(vii)

(viii)

Reputational risk

Cabbeen is one of the leading Chinese fashion
casual designer brands and our success depends
on our ability to maintain and enhance our brand
image and reputation. Maintaining and promoting
our brands will depend on our product design,
marketing efforts and product quality. In addition,
effect of our marketing activities depends on
our ability to adapt to the rapid changing media
environment, including social media and online
advertising campaigns. Should existing and potential
customers lose confidence in Cabbeen/or one of
its brands, or in the industry in general, because
of negative publicity, the Group’s sales would
decrease. To safeguard and manage the brand,
it is important that the Group continues to uphold
its brand value, corporate image, product safety
and maintain high business ethics. In addition,
it is also important that communication with our
shareholders, customers and other stakeholders is
accurate, transparent and reliable.

Weather

Extreme weather conditions in the areas in which
our retail stores, suppliers and customers are
located could adversely affect our operating results
and financial condition.

Key Relationships

(i)

64

Employees

Human resources are one of the greatest assets
of the Group and the Group regards the personal
development of its employees as highly important.
The Group wants to continue to be an attractive
employer for committed employees.
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(ii)

The Group strives to motivate its employees
with a clear career path and opportunities for
advancement and improvement of their skills. The
Group provides pre-employment and on-the-job
training and development opportunities to our staff
members. The training programs cover areas such
as managerial skills, sales and production, customer
services, quality control, sales fairs planning,
workplace ethics and training of other areas relevant
to the industry.

The Group conducts employee engagement
survey across its Hong Kong and mainland China
operations once a year. We seriously consider all
those valuable feedback from our employees for
enhancing workplace productivity and harmony.

In addition, the Group offers competitive
remuneration packages to our employees. The
Group has also adopted share option schemes
to recognize and reward the contribution of the
employees to the growth and development of the
Group.

Suppliers

We have developed long-standing relationships
with a number of our vendors and take great care
to ensure that they share our commitment to quality
and ethics. We carefully select our OEM and require
them to satisfy certain assessment criteria including
track record, experience, financial strength,
reputation, ability to product high-quality products
and quality control effectiveness. We also require
our OEMs to comply with our anti-bribery policy.

(ii)
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(iii) Distributors

We sell our products to end customers through
third-party distributors. We work with our
distributors like we are business partners and
ensure we share the view for upholding our brand
value and customer services, specifically focusing
on attracting and retaining customers in order to
drive sales growth. We and our distributors reach an
agreement on retail sales target and store expansion
plan before they place their orders. We require
our distributors and sub-distributors to comply
with our retail policies, including but not limited to
nationwide product retail selling price, standard
store images, promotional activities and use of our
ERP system. We also monitor the financial condition
and repayment history of our distributors, and retail
sales performance of the stores operated by them.

(iv) Customers

We are committed to offer a broad and diverse
range of inspiring, value-for money, good-quality
fashion with our various brands to our customers.
We also stay connected with our customers. We
maintain our VIP database and have ongoing
communications with our customers through
various channels like the Company’s website,
telephone, direct mail, marketing materials and
social media. We also work with our distributors
and provide training to their key sales personnel to
provide quality and value-added customer services
at retail channel.

Environmental Policies

We are committed to building an environmentally-friendly
corporation that pays close attention to conserving natural
resources. We strive to minimize our environmental impact
by saving electricity and encouraging recycle of office
supplies and other materials. We also require factories
of our OEM to operate in strict compliance with the
relevant environmental regulations and rules and possess
all necessary permission and approval from the relevant
Chinese regulators.
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Compliance with Laws and Regulations

The Group’s operations are mainly carried out by the
Company’s subsidiaries in the mainland China while the
Company itself is listed on the Stock Exchange. Our
establishment and operations accordingly shall comply
with relevant laws and regulations in the mainland China
and Hong Kong. During the year ended 31 December
2016 and up to the date of this report, we have complied
with all the relevant laws and regulations in the mainland
China and Hong Kong.

Based on the information that is publicly available to the
Company and within the knowledge of the Directors of
the Company as at the date of this annual report, the
Company has maintained the prescribed public float under
the Listing Rules throughout the year ended 31 December
2016 and at any time up to the date of this annual report.

There are no provisions for pre-emptive rights under
the Company’s articles of association or the laws of the
Cayman Islands where the Company is incorporated.

Neither the Company nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed securities
during the year ended 31 December 2016.

The Directors during the financial year were:

Executive Directors
Mr. Ziming Yang (Chairman)
Mr. Siu Keung Ng (Chief Executive Officer)
Mr. Rongain Ke
Mr. Dongliang Tian

(resigned with effect from 1 March 2016)
Mr. Qiang Wei

Independent non-executive Directors

Mr. Yung Kwok Tsui
Mr. Honghui Chen
Mr. Ming Shu Leung
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Each of the executive Directors and independent non-
executive Directors of the Company has entered into a
service contract with the Company for a term of three
years commencing from 28 October 2016 subject to his
retirement and re-election at annual general meeting in
accordance with the Company’s articles of association.
The details of the remuneration of each of the Directors
are revealed on note 6 to the consolidated financial
statements.

Details of the Directors’ biographies have been set out on
pages 51 to 57 of the annual report. In accordance with
article 84 of the Company’s articles of association, Mr.
Ziming Yang, Mr Ronggin Ke and Mr. Ming Shu Leung will
retire from the Board by rotation at the forthcoming annual
general meeting and, being eligible, offer themselves for
re-election.

No Director proposed for re-election at the forthcoming
annual general meeting has an unexpired service contract
with the Group which is not determinable by the Company
or any of its subsidiaries within one year without payment
of compensation, other than statutory compensation.

No contracts concerning the management and
administration of the whole or any substantial part of the
business of the Group were entered into or in existence
during the year ended 31 December 2016.

The Company has received from each of the independent
non-executive Directors an annual confirmation of
independence pursuant to Rule 3.13 of the Listing Rules
and considers all the independent non-executive Directors
to be independent.
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Save as disclosed in the section “Connected Transactions”
and notes 10 and 27 to the consolidated financial
statements, no contract of significance to which the
Company, or any of its holding company, subsidiaries or
fellow subsidiaries was a party, and in which a Director of
the Company had a material interest, subsisted at the end
of the year or at any time during the year under review.

Save as disclosed in the section “Connected Transactions”
and in notes 10 and 27 to the consolidated financial
statements, there had been no contract of significance
between the Company or any of its subsidiaries and a
controlling shareholder (as defined in the Listing Rules) of
the Company or any of its subsidiaries.

None of the Directors of the Company had any interest
in any competing business with the Company or any
of its subsidiaries during the year under review. Each of
Mr. Ziming Yang, Acute Result, Ascend Fame and Prime
Ascend (the controlling shareholders (within the meaning
of the Listing Rules) of the Company) has confirmed
to the Company that he/it has complied with the non-
compete undertaking given by them to the Company
under the Deed of Non-competition on 8 October 2013.
The independent non-executive Directors of the Company
have reviewed the status of compliance and enforcement
of the non-compete undertaking and confirmed that all
the undertakings thereunder have been complied with
throughout the year ended 31 December 2016.

On 24 November 2016, Cabbeen China (as defined
below), a wholly-owned subsidiary of the Company,
accepted a facility letter (the “Facility Letter”) relating
to a three-year term loan facility in an aggregate amount
of HK$350,000,000 (the “Facility”) offered by a licensed
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bank in Hong Kong (the “Bank”). Pursuant to the Facility
Letter, Cabbeen China shall procure that, among other
things, Mr. Ziming Yang, a controlling shareholder and an
executive director of the Company, shall maintain his equity
interest in the Company to the effect that (i) his effective
interest in the issued share capital of the Company will not
be less than 40%; and (i) he will continue to be entitled to
exercise or control the exercise of not less than 51% of the
voting rights in the Company, so long as the Facility of any
amount under it is outstanding under the Facility. A breach
of the aforesaid undertaking may constitute an event of
default and all amounts (including principal and interest)
due or owing by Cabbeen China to the Bank shall become
immediately due and payable.

The related party transactions for the year as disclosed in
notes 10 and 27 to the consolidated financial statements
also constituted connected transactions as defined under
the Listing Rules, which are required to be disclosed in
this report in accordance with Chapter 14A of the Listing
Rules. Details of such connected transactions (as defined
under the Listing Rules) are set out below:

Financial assistance

On 15 June 2016, a loan agreement was entered into
between Cabbeen Clothing (China) Co., Ltd.* <& Ak#H
(FRE)ABRA R (“Cabbeen China”), a wholly-owned
subsidiary of the Company as lender, and Fujian Yibin
Properties Co., Ltd.* (fBi2IE E X AR A 7)) (“Yibin) as
borrower (the “Loan Agreement”). Yibin is a company
wholly-owned by Mr. Ziming Yang, the Controlling
Shareholder and an executive Director of the Company.
Accordingly, Yibin is an associate of Mr. Ziming Yang and
therefore a connected person of the Company. The Loan
Agreement constitutes a connected transaction of the
Company under Chapter 14A of the Listing Rules.
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Pursuant to the Loan Agreement, Cabbeen China has
agreed to grant a loan in the amount of RMB25,000,000
to Yibin for a term of three years from 23 June 2016 to 22
June 2019. The loan bears an interest of 35% above the
three-year benchmark lending interest rate as announced
by the People’s Bank of China. The loan was subsequently
fully settled in November 2016 by offsetting the purchase
consideration payable by Cabbeen China to Yibin for an
acquisition of land use rights and properties.

Acquisition of land use rights and properties

On 11 November 2016, Yibin as the vendor, Mr. Ziming
Yang as the guarantor and Cabbeen China as the
purchaser entered into an agreement, pursuant to which
Yibin has agreed to dispose of, and Cabbeen China has
agreed to acquire, the land use right in the land together
with the construction-in-progress of a logistics park and
the related infrastructure and ancillary structures erected
on a piece of land situated in Shishi City, Fujian, the PRC,
at an aggregate consideration of RMB56,299,000. The
acquisition of land use rights and properties constitutes
a connected transaction of the Company under Chapter
14A of the Listing Rules.

The total consideration for the acquisition was
RMB56,299,000, out of which RMB31,299,000 was
settled in cash by Cabbeen China and the remaining
balance of RMB25,000,000 was satisfied by setting off
against the outstanding loan in the principal amount
of RMB25,000,000 owed by Yibin to Cabbeen China
pursuant to the Loan Agreement dated 15 June 2016 as
mentioned above.

Lease of properties

Shishi City Junyuan Development Company Limited
(“Junyuan Development”) is wholly owned by Mr. Ziming
Yang, the Chairman and executive Director and Controlling
Shareholder (within the meaning of the Listing Rules) of the
Company. Junyuan Development is therefore a connected
person of the Company under Chapter 14A of the Listing
Rules.

BEEFRWE  FEFHEREZRBERL—
E25 A AR 25000000tz EHK - HiR
H-E—RNFAAAZT=HEZ=F—NLFA
—tZHAH= ¢ ERIRBEPBRARBITA
M2 =FEREEFE FF3B%TE - BEX
BEER T — /\i—?— ﬂ}ﬁiﬁ?ﬁﬁ%ﬁﬂfjlwt

%Ma}a

Wﬁiﬂﬁﬁ@&%%
RZZE—RF+—A+—8B BREMWEARE
) %%EH%E(T/EZ%W%/\)&FE#JIWE
REF)EMHE - Bt RECREHER
REFEERBEWEN EAqﬂlzmﬁmﬁﬂimZﬂﬂ
BRE) T (F AR E RN &R —EYR R
AR AR R B TR S b S M B RS SR e 2 138 -
R E A ARE56,290,0007T ° BIE FHR
B 14AE » R UREE T (s FARE R E B A
RAEIZBERS o

WHEEIE 2 BRE R AR 56,299,000 T -
Heh ARM 31,299,000 T ~&E B LAIR
BEN ﬁﬁﬁ%%ﬁ/\ﬁiﬁ%%ooooooﬁmﬁi@
EEBRERE EMBBAE—ZE—"FA+H
B2 ERB@EERRER IZZL@%EJ\E‘M
25,000,000 T2 RIEEEREES °

HEME
ARmBRRERAR AR ([RFERE ) BAR
AEME ITESREBRBER (ERR TR
ADBEREERERE - Bt - RIFLTR
AIFE14AE  BRERAALNRIBIEAL

ZE-REER - FERGAERAT | 71



The Group had entered into lease agreements with
Junyuan Development in October 2013 for leasing of
certain premises located at Industry Park, Baogai Town,
Shishi City, Fujian Province, PRC for the period from 28
October 2013 to 31 December 2015. In order to continue
to lease the properties from Junyuan Development for
office, storage and staff quarter purposes, the Group
entered into lease agreements dated 1 January 2016
with Junyuan Development for the period from 1 January
2016 to 31 May 2016 pursuant to which certain members
of the Group leased certain premises located at Industry
Park, Baogai Town, Shishi City, Fujian Province, PRC,
from Junyuan Development. The above leases were fully
exempt from the annual review, independent Shareholders’
approval and all disclosure requirements under Chapter
14A of the Listing Rules as they were entered into on
normal commercial terms, the applicable percentage ratios
(as defined under the Listing Rules) were less than 5% and
the aggregate annual amount payable by the Group to
Junyuan Development was less than HK$3,000,000.

Upon review of the Group’s operational requirements,
the Group entered into new lease agreements with
Junyuan Development on 31 May 2016 to lease certain
premises from Junyuan Development for a term of one
year commencing from 1 June 2016 to 31 May 2017
(the “Leases”), details of which are set out below. The
transactions contemplated under the Leases constitute
continuing connected transactions on the part of the
Company under Chapter 14A of the Listing Rules.

(i) Lease of warehouse and staff quarter
between Cabbeen China and Junyuan
Development
On 31 May 2016, Cabbeen China, an indirect
wholly-owned subsidiary of the Company, entered
into a lease agreement with Junyuan Development,
pursuant to which, Cabbeen China leased the
following properties from Junyuan Development for
an annual rental of RMB1,040,565.66.
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(@ storage area located at Industry Park, Baogai
Town, Shishi City, Fujian Province, PRC, with
a total floor area of approximately 9,304.15
sg.m; and

(b)  three units of No. 1B dormitory building
located at Industry Park, Baogai Town, Shishi
City, Fujian Province, PRC.

(i) Lease of office between Cabbeen China
and Junyuan Development
On 31 May 2016, Cabbeen China also entered
into another lease agreement with Junyuan
Development, pursuant to which, Cabbeen China
leased an office building located at Industry Park,
Baogai town, Shishi city, Fujian province, PRC, with
a total floor area of approximately 2,070.26 sg.m.
from Junyuan Development for office use at a rental
of RMB22,772.86 per month.

(iii) Lease of storage area between Guangzhou
Cabbeen Clothing Co., Ltd.* (EMHFER
#iEPR A ) (“Cabbeen Guangzhou”) and
Junyuan Development
On 31 May 2016, Cabbeen Guangzhou, an indirect
wholly-owned subsidiary of the Company, entered
into a lease agreement with Junyuan Development
pursuant to which, Cabbeen Guangzhou leased the
following properties from Junyuan Development for
an annual rental of RMB1,691,5634.17.

(@ storage area located at Industry Park, Baogai
Town, Shishi City, Fujian Province, PRC, with
a total floor area of approximately 15,834.96
sg.m; and

(b) part of a dormitory building located at
Industry Park, Baogai Town, Shishi City,
Fujian Province, PRC, with a total floor area
of approximately 120.3 sg.m.

During the year ended 31 December 2016, total rental
paid or payable by the Group under the Leases amounted
to RMB2,818,834 which did not exceed the annual caps
for these transactions.
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Opinion from the independent non-executive
Directors on the connected transactions

The Directors (including all independent non-executive
Directors) have reviewed the above connected transactions
and confirmed that these transactions were entered into:

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

2 on normal commercial terms or better; and

3) in accordance with the relevant agreements
governing them and on terms that are fair and
reasonable and in the interests of the shareholders
of the Company as a whole.

The Company has complied with the disclosure
requirements in accordance with Chapter 14A of the
Listing Rules in respect of the aforesaid connected
transactions.

External auditor’s report on the Group’s
continuing connected transactions

The Leases constitutes a continuing connected
transactions as defined in the Listing Rules. The
Company’s auditor was engaged to report on the Group’s
continuing connected transactions in accordance with
Hong Kong Standard on Assurance Engagements 3000
(Revised) “Assurance Engagements Other Than Audits
or Reviews of Historical Financial Information” and with
reference to Practice Note 740 “Auditor’s Letter on
Continuing Connected Transactions under the Hong
Kong Listing Rules” issued by the Hong Kong Institute
of Certified Public Accountants. The auditor has issued
their unqualified letter containing the auditor’s findings
and conclusions in respect of the continuing connected
transactions disclosed by the Group on page 180 of the
Annual Report in accordance with Main Board Listing Rule
14A.56. A copy of the auditor's letter has been provided
by the Company to The Stock Exchange of Hong Kong
Limited.
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As at 31 December 2016, the interests and short positions
of the directors and chief executives of the Company in the
shares, underlying shares and debentures of the Company
and its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (the “SFO”)),
as recorded in the register required to be kept by the
Company under Section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions by Directors
of Listed Issuers (the “Model Code”) contained in
Appendix 10 to the Listing Rules, were as follows:

RZE—RNF+_A=+—H ' ARREEK
FETRABRARBREEEEZE(EER
BELHAEGRA ([BFRAEES ) EXVEL)
R - HEERD REEZEPEBREBEZES R
HAE 15158 352 (R B EBMN AN RIFE 2 B
AR AR - SRR TR BIM & 1-Fr
B EMBITAESETESRIMWIZESTR
([EESFAI ) B RITAE AR R ME PR
wmMORBT ¢

Long positions in the Company RAEQTNHER
Number of
underlying
shares Approximate
Number of comprised percentage of
Name of director shares held in options® Total shares in issue®
BRI R FERTRH
EEpA FrEERHEE HRRGEE @ @t BAEALO
Mr. Ziming Yang (0@ 15 ERERS A 000 461,700,000 Nil 461,700,000 64.89%
Mr. Siu Keung Ng ROBFAE 2,926,000 900,000 3,826,000 0.5378%
Mr. Rongqin Ke IR E 3,850,000 700,000 4,550,000 0.64%
Mr. Qiang Wei EX:bites 503,000 700,000 1,208,000 0.1691%
1) Acute Result Holdings Limited (“Acute Result’), Ascend Fame (1) HAKERERAR(THE])  FBAERQB(H

Limited (“Ascend Fame”) and Prime Ascend Limited (“Prime
Ascend”) are wholly-owned and controlled by Mr. Ziming Yang
and Mr. Ziming Yang is therefore deemed to be interested in
all the shares in which Acute Result, Ascend Fame and Prime
Ascend are interested.

B ETRARAB (TR migRBLE2E
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Multiplus International Limited (“Multiplus”) is owned as to
99% by Ms. Liting Ke and 1% by Mr. Ziming Yang. By virtue of
a shareholders’ agreement dated 31 July 2012 by and between
Ms. Liting Ke and Mr. Ziming Yang in addition to the voting right
attached to the share Mr. Ziming Yang holds in Multiplus, he also
has the right to control the exercise of the voting rights attached
to all the shares in Multiplus held by Ms. Liting Ke. Accordingly,
Mr. Ziming Yang is deemed to be interested in all the shares in
which Multiplus is interested.

Mr. Ziming Yang is the spouse of Ms. Liting Ke. Accordingly,
Mr. Yang is deemed to be interested in all the shares in which
Ms. Liting Ke is interested.

These represent interest in underlying shares of the Pre-
IPO Share Option Scheme granted (as defined below) by the
Company.

Based on a total of 711,478,000 issued shares of the Company
as at 31 December 2016.

Saved as disclosed above, as at 31 December 2016, none
of the Directors and the chief executives of the Company
and their respective associates had any interests and short
positions in the shares, underlying shares and debentures
of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as recorded
in the register of the Company required to be kept under
Section 352 of the SFO or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model

Code.
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As at 31 December 2016, the persons or corporations
(not being a Director or chief executive of the Company)
who had an interest or short position in the shares and
underlying shares of the Company which were required
to be disclosed to the Company under the provisions of
Division 2 and 3 of Part XV of the SFO, or which were
recorded in the register required to be kept under section
336 of the SFO were as follows:

RZE—RNF+-A=+—8 ' U TALTZE
E(FEFXARAEETHRAB)RART]
IR KA D R B IRIBEE S K EIE GH15E
XV &B5E 2 & 3 7 BRI SR M AN A B3 T8 3k R 8%
PIRES N EIEPIE 386 IR EETEFESE
sfftiEmsA R

Approximate
percentage of
Number of shareholding

Name Capacity/ Nature of interest Shares interest®
HRESRD
“E/£% 5/ EntE RPEE BAL®
Ms Liting Ke"@® Interest in a controlled corporation/ 461,700,000 64.89%
RIS 2T 1 1e® Interest of spouse
REEEER R BB

Acute Result @ Beneficial owner 288,450,000 40.54%
5K @ EnBEEA
Ascend Fame @4 Beneficial owner 52,500,000 7.38%
FE W EnEB A
Keen Network @@ Beneficial owner 42,000,000 5.90%
f=g71E) EnlEAA
Prime Ascend®® Interest in a controlled corporation 42,000,000 5.90%
TCRE @ RZ LB R R
Multiplus © Beneficial owner 78,750,000 11.07%
g% BB A

(1) Ms. Liting Ke is the spouse of Mr. Ziming Yang. Accordingly, Ms. ) MEBEZt ABRBELEENERE - Bt - MER

Liting Ke is deemed to be interested in all the shares in which Mr.
Ziming Yang is interested.

2) Acute Result, Ascend Fame and Prime Ascend are wholly-
owned and controlled by Mr. Ziming Yang and Mr. Ziming Yang
is therefore deemed to be interested in all the shares in which
Acute Result, Ascend Fame and Prime Ascend are interested.
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Multiplus is owned as to 99% by Ms. Liting Ke and 1% by Mr.
Ziming Yang. By virtue of a shareholders’ agreement dated 31
July 2012 by and between Ms. Liting Ke and Mr. Ziming Yang, in
addition to the voting right attached to the share Mr. Ziming Yang
holds in Multiplus, he also has the right to control the exercise
of the voting rights attached to all the shares in Multiplus held
by Ms. Liting Ke. Accordingly, Mr. Ziming Yang is deemed to be
interested in all the shares in which Multiplus is interested.

Keen Network Holdings Limited (“Keen Network”) is owned
as to 25% by Prime Ascend, 25% by Dominant Success
Holdings Limited (“Dominant Success”), 25% by Rosy Connect
Investments Limited (“Rosy Connect”) and 25% by Zhang Hong
Limited (“Zhang Hong”). Prime Ascend is directly and wholly-
owned by Mr. Ziming Yang. Dominant Success is directly and
wholly-owned by Mr. Siu Keung Ng. Rosy Connect is directly
and wholly-owned by Mr. Ronggin Ke. Mr. Ziming Yang, Mr. Siu
Keung Ng and Mr. Ronggin Ke are executive Directors. Zhang
Hong is directly and wholly-owned by Mr. Dongliang Tian, a
former director of the Company.

By virtue of a shareholders’ agreement dated 31 July 2012 by
and among the shareholders of Keen Network, in addition to the
voting rights attached to the shares in Keen Network that it holds,
Prime Ascend also has the right to control the exercise of the
voting rights attached to all the shares in Keen Network held by
other shareholders. Accordingly, Prime Ascend is deemed to be
interested in all the shares in which Keen Network is interested.

Based on a total of 711,478,000 issued shares of the Company
as at 31 December 2016.

Save as disclosed above, as at 31 December 2016,
the Directors were not aware of any other person or
corporation having an interest or short position in shares
and underlying shares of the Company which were
required to be disclosed to the Company under the
provisions of Division 2 and 3 of Part XV of the SFO, or
which were recorded in the register required to be kept
under section 336 of the SFO.
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The Company adopted a pre-initial public offering share
option scheme (the “Pre-IPO Share Option Scheme”)
and a share option scheme (the “Share Option Scheme”)
on 8 October 2013 for the purpose of providing incentives
and rewards to eligible participants who contribute to the
Group.

Pre-IPO Share Option Scheme

The Company adopted the Pre-IPO Share Option
Scheme on 8 October 2013 for the purpose of rewarding
certain eligible persons for their past contributions and
attracting and retaining, or otherwise maintaining on-going
relationships with, such eligible persons who are significant
to and/or whose contributions are or will be beneficial
to the performance, growth or success of the Group.
Options to subscribe for an aggregate of 8,520,000 shares
(the “Shares”) of the Company (the “Pre-IPO Share
Options”) were granted on 8 October 2013. The exercise
price per Share is HK$2.024, being 80% of the initial
public offering price. No further option could be granted
under the Pre-IPO Share Option Scheme after 8 October
2013. All Pre-IPO Share Options granted under the Pre-
IPO Share Option Scheme may be exercised during the
option period commencing from the first anniversary of the
Listing Date to the date falling 10 years from the grant date
of the Pre-IPO Share Options and can only be exercised in
the following manner:

(i) 30% of each Pre-IPO Share Options may be
exercised from the first anniversary of the Listing
Date;

(ii) 60% of each Pre-IPO Share Options may be
exercised from the second anniversary of the Listing
Date; and

(iii) 100% of each Pre-IPO Share Options may be
exercised from the third anniversary of the Listing
Date.
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Details of the Pre-IPO Share Options as at 31 December
2016 are as follows:

Outstanding

as at

1 January

2016

i

“B-RE

—-A-H

Name ®E i RATHE
Mr. Siu Keung Ng ROBFAE 900,000
Mr. Rongain Ke IR & 700,000
Mr. Qiang Wei EREE 700,000
In aggregate CE 5,791,000
Total @t 8,091,000

Note 1: The weighted average closing price of the corresponding Shares
immediately before the dates on which these Pre-IPO Share
Options were exercised was HK$2.54.

The total number of Shares available for issue under the
Pre-IPO Share Option Scheme is 7,189,000, representing
approximately 1.01% of the Company’s issued share
capital as at the date of this annual report, i.e. 711,478,000
Shares. 572,000 Pre-IPO Share Options were lapsed
and 330,000 Pre-IPO Share Options were exercised
during the year ended 31 December 2016. No Pre-IPO
Share Options were canceled during the year ended
31 December 2016.
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- - 900,000
- - 700,000
- - 700,000
572,000 330,000 4,889,000
572,000 330,000 7,189,000
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Share Option Scheme

The Company adopted the Share Option Scheme on
8 October 2013 for the purpose of rewarding certain
eligible persons for their past contributions and attracting
and retaining, or otherwise maintaining on-going
relationships with, such eligible persons who are significant
to and/or whose contributions are or will be beneficial to
the performance, growth or success of the Group. Subject
to the earlier termination of the Share Option Scheme
in accordance with the rules thereof, the Share Option
Scheme shall remain in force for a period of ten years
commencing on 28 October 2013.

Eligible participants of the Scheme include any proposed,
full-time or part-time employees, executives or officers of
the Company or any of its subsidiaries; any Directors or
proposed Director (including non-executive Director and
independent non-executive Directors) of the Company or
any of its subsidiaries; any direct or indirect shareholder of
the Company or any of its subsidiaries; and any advisers,
consultants, suppliers, customers and agents to the
Company or any of its subsidiaries. The maximum number
of shares which may be issued upon exercise of all options
to be granted under the Share Option Scheme and any
other schemes of the Group shall not in aggregate exceed
10% of the shares in issue as at the Listing Date, i.e.
70,000,000 Shares.

No option may be granted to any participant of the Share
Option Scheme such that the total number of Shares
issued and to be issued upon exercise of the options
granted and to be granted to that person in any 12-month
period up to the date of the latest grant exceeds 1% of the
Company’s issued share capital from time to time.
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An option may be exercised in accordance with the terms
of the Share Option Scheme at any time during a period
as determined by the Board and not exceeding 10 years
from the date of the grant. There is no minimum period for
which an option must be held before it can be exercised;
however, the Board may, subject to the provisions of the
Listing Rules, in its absolute discretion when offering the
grant of an Option impose any conditions, restrictions or
limitations in relation thereto in addition to those set forth
in the Share Option Scheme as it may think fit. Participants
of the Share Option Scheme are required to pay the
Company HK$1.00 upon acceptance of the grant on or
before 30 days after the offer date. The exercise price
of the options is determined by the Board in its absolute
discretion and shall not be less than whichever is the
highest of:

(@) the nominal value of a Share;

(b) the closing price of a Share as stated in the Stock
Exchange’s daily quotations sheets on the offer
date; and

(c) the average closing price of a Share as stated in
the Hong Kong Stock Exchange’s daily quotation
sheets for the five Business Days (as defined in the
Listing Rules) immediately preceding the offer date.

As at 31 December 2016, no option had been granted
under the Share Option Scheme.

As at the date of this report, the total number of shares
available for issue under the Share Option Scheme was
70,000,000, representing approximately 9.84% of the
Company’s issued share capital, and the remaining life
of the Share Option Scheme was about 6 years and 8
months.
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Save as disclosed in “Share Option Schemes” above, at
no time during the year were rights to acquire benefits
by means of the acquisition of shares in or debentures
of the Company granted to any Director of the Company
or their respective spouses or minor children, or were
such rights exercised by them, or was the Company, its
holding company or any of its subsidiaries a party to any
arrangements to enable the Directors of the Company to
acquire benefits by means of the acquisition of shares in,
or debt securities (including debentures) of the Company
or any other body corporate.

The Group participates in defined contribution retirement
benefit schemes organized by the PRC municipal and
provincial government authorities for the Group’s eligible
employees in the PRC, and operates a Mandatory
Provident Fund scheme for the employees in Hong Kong.
Particulars of these retirement plans are set out in note 22
to the consolidated financial statements.

There were no significant events after the reporting period
of the Group.

The consolidated financial statements for the year ended
31 December 2016 have been audited by KPMG, who
shall retire and, being eligible, offer themselves for re-
appointment. A resolution for the re-appointment of
KPMG as auditor of the Company is to be proposed at the
forthcoming annual general meeting.

By order of the Board

Ziming YANG
Chairman

Hong Kong, 20 February 2017

Br L X THERCRERT 81 ) PTREEE SN - MERIE
SHE - SEREAARREZTHREEEH
FLBSRAE F R BB BUIE AN R R () 2
EFERE MR AER - MEZSENERSFT
& AR7A] - HERARSECAMBATL
E2EFIVEMZHRREARRES A ANE
AR B SAE A E A A H I ) HEFE 7 (B2
TRIEHERR) MR o

REBERAREGERNPREELZ2HEBF
Bl & N T BT 1 AR A ) R e FUR KR A
FTE - WARAREELHSHEAHIERTESE

£ - ZF RN BN BENIRE M IFmEM
FE22

AEEREMEMBETAERE

BHE_T—R"FT_A=1T—"HILFENEZS
MBBRREERFTRETMEHMERZ - £
REAFAEBRRBERIEE - AAFHR
ERRBFAGRZAZER  NERESH
SETEIEI AT AR RAZEED o

EREEEMm
*E
B&H

&85 —FT—+F-_A=-1+H

ZE-REER - FERGAERLAE | 83



KPMG

Independent auditor’s report
to the shareholders of Cabbeen Fashion Limited
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements
of Cabbeen Fashion Limited (“the Company”) and its
subsidiaries (“the Group”) set out on pages 96 to 194,
which comprise the consolidated statement of financial
position as at 31 December 2016, the consolidated
statement of profit or loss and other comprehensive
income, the consolidated statement of changes in equity
and the consolidated cash flow statement for the year then
ended and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give
a true and fair view of the consolidated financial position of
the Group as at 31 December 2016 and of its consolidated
financial performance and its consolidated cash flows
for the year then ended in accordance with International
Financial Reporting Standards (“IFRSs”) issued by the
International Accounting Standards Board (“IASB”) and
have been properly prepared in compliance with the
disclosure requirements of the Hong Kong Companies
Ordinance.
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We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSASs”) issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA”).
Our responsibilities under those standards are further
described in the Auditor’s responsibilities for the audit of
the consolidated financial statements section of our report.
We are independent of the Group in accordance with the
HKICPA’'s Code of Ethics for Professional Accountants
(“the Code”) together with any ethical requirements that
are relevant to our audit of the consolidated financial
statements in the Cayman Islands, and we have fulfilled
our other ethical responsibilities in accordance with these
requirements and the Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

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

Wy 22 FERR

Refer to note 2 to the consolidated financial statements and the accounting policies on page 127.

D RSN T2 RE 127 AR R 5HHE °

The Key Audit Matter
FAREREE

How the matter was addressed in our audit

EEZDNERESE

Revenue principally comprises sales of menswear
goods to distributors and via consignees.
WaEFE2aERoHEEBRERHESES

an °

Each year, the Group enters into a framework
distribution agreement or a consignment
agreement with each distributor or consignee
and manufactures and sells its products in
accordance with the terms of separate purchase
orders.
ERESFRZHHPIREE LIERD HH
AR IETE - WIRES KB BRI EE K
HEHREMR °

For sales to distributors, once the products are
transported from the designated warehouse by
the Group, the risks and rewards of ownership
of the goods are considered to have been
transferred to the distributor and revenue is
recognised at that point.
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R ABDER T HHEE - I % R R

N2
Zs o

T

Our audit procedures to assess the recognition of
revenue included the following:

BAFHE KRB ZEFEEA N IE

o assessing the design, implementation and
operating effectiveness of management’s key
internal controls over revenue recognition;
AHEEIRER MU R B S A EPIE HI YRR
At B OB IERR

o inspecting agreements with distributors and
consignees, on a sample basis, to understand
the terms of the sales transactions including
the terms of delivery and acceptance,
applicable rebates arrangements and any sales
return arrangements to assess the Group’s
revenue recognition criteria with reference to
the requirements of the prevailing accounting
standards;

AR ERE HE HE MARHEE O BE - A
THHERZHNGR BRI REXHK
PO B OB REAIHE R BB - #E
m2EZHRITETERNRETEEEBNR G

FERIRAE
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Revenue recognition

Wy 22 FE AR

Refer to note 2 to the consolidated financial statements and the accounting policies on page 127.

D a RSN 2 RE 127 AR EFHHE °

The Key Audit Matter
BAREREE

How the matter was addressed in our audit

EEZDNEESE

For sales via consignees, once the products
are sold to end users by the consignee, the
risks and rewards of ownership of the goods
are considered to have been transferred to the
consignee and revenue is recognised at that
point. The Group receives confirmations from
consignees on a monthly basis of both the
transaction amounts and balances due to the
Group.
REBREEELNHENS - Em—BEBRK
HEETRmAF  AEEmEAENER LD
HAGEAEER TRERE - W Z R HE B R
- EEEFARKRERARR IR LEN
= SEFIRRERONERS -

me Bk

\

We identified the recognition of revenue as a key
audit matter because revenue is one of the key
performance indicators of the Group and because
there is an inherent risk of manipulation of the
timing of recognition of revenue by management
to meet specific targets or expectations.
BRPER SRR AAREZEFE  ARKER
EEENBAREIIERZ— MERSRERE
RERNTTE B R TR HA T 2R 1 W s i R A Y
R -

assessing, on a sample basis, whether
revenue transactions recorded during the
financial year had been recognised in the
appropriate financial period by comparing the
transactions selected with relevant underlying
documentation, including goods delivery notes
or monthly confirmations from consignees and
the terms of sale as set out in the distribution or
consignment agreements;
BREARLEFBLEMER S EBBAXIFX
- BREEEIRERIEBNEG ABRER
2> 8 A B 17 2 P B B 8 5 R K - ATAR O BA IR
FENTHEONRR ZEECNEE H I
FMERR

assessing, on a sample basis, whether
specific revenue transactions around the
financial year end had been recognised in the
appropriate financial period by comparing the
transactions selected with relevant underlying
documentation, including goods delivery notes
or monthly confirmations from consignees and
the terms of sale as set out in the distribution or
consignment agreements;
BREAEEFBHRMERHEMBEASEX
- BRESEIXREREFNEGAERER
7> $H A B 17 2 P 8 0 8 5 AR - ATAR S AR
FEAENEERRRZEEENEE IR
HARI R

ZE-REER - FERGARLXE | 87




Revenue recognition

Wy 22 FERR

Refer to note 2 to the consolidated financial statements and the accounting policies on page 127.

D RSN T2 RE 127 AR R 5HHE °

The Key Audit Matter
FAREREE

How the matter was addressed in our audit

EEZDNERESE

assessing, on a sample basis, whether sales
rebates during the financial year had been
recognised in the appropriate financial period
by reconciling the movements in sales rebates
accruals, recalculating the sales rebates
recognised during the financial year on the
basis of the terms as set out in the distribution
or consignment agreements and comparing
sales rebates payments during the financial
year to confirmations from distributors or
consignees and other relevant underlying
documentation;
BREAREEFBIRAEHEQTNEH - RIE
DA R PTE R EF A BRI R F
EAERNHEEDH - KB BFEERAE
HE TR D HE R EHENER S
N HE AR R S - R AR BB N 8
ERMES 2 NEE AR R

scrutinising the sales ledger after the financial
year end to identify significant credit notes
issued and sales returns and inspecting relevant
underlying documentation to assess if the
related revenue had been accounted for in the
appropriate financial period in accordance with
the requirements of the prevailing accounting
standards;

R B FREREBTAETEHER - ARSI
BHNEZECERFERD - WREHEBAX
XM Mt ERER SRS ERIBERTE
HERIMRE N EE I AR AL
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Revenue recognition

Wy 22 FE AR

Refer to note 2 to the consolidated financial statements and the accounting policies on page 127.

D a RSN 2 RE 127 AR EFHHE °

The Key Audit Matter
BAREREE

How the matter was addressed in our audit

EEZDNEESE

° inspecting significant manual adjustments
to revenue during the reporting period,
enquiring of management as to the reasons
for such adjustments and comparing details
of the adjustments with relevant underlying
documentation.
BERREHANEREMENEZFHFE
MEREERELERARNIER MR
=15 HEAR R S U -
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Valuation of inventories

FEME

Refer to note 15 to the consolidated financial statements and the accounting policies on page 118.

BRrE TS IRAN T 15 RE 118 EHIEFTHUE °

The Key Audit Matter
FAREREE

How the matter was addressed in our audit

EEZDNERESE

Sales of inventories in the fashion industry can
be volatile with consumer demand changing
according to current fashion trends.

BB BEEF RS RAEE R FIRBEm T e
B RETENFEHERELRKY -

The Group typically sells or disposes of offseason
inventories at a markdown from the original price
to make room for new season inventories in its
stores. Accordingly, the actual future selling prices
of some inventories may fall below their purchase
costs.

l—%ﬁﬁﬁ%ﬁﬁﬁﬂifﬁ AR ELE
ﬁﬁﬁ*ﬁ S ZER - Bt - BT FENER
RIREBHRGENEERBHOR o

Management considers several factors in
determining the appropriate level of inventory
provisions, including inventory ageing, historical
rates of sales at normal price levels and
the channels available for selling offseason
inventories.
ERENETHEENFERBEKTIHERZERE
= PREEERER REFERKINELHE
ERHERFHFENAARE

Our audit procedures to assess the valuation of
inventories included the following:

BAFHEFERENEZEFEREA T IH

° assessing whether the inventory provisions at
the reporting date were calculated in a manner
consistent with the Group’s inventory provision
policy by recalculating the inventory provisions
based on percentages and other parameters
in the Group’s inventory provision policy and
considering the application of the Group’s
inventory provision policy with reference to
the requirements of the prevailing accounting
standards;
FRENEEEFERBRENB D L KEM
DUEBNAEFERERER2ERITEE

AWHRTEAESEENTFEREECR - FTER
HERHNFERBREOCKEEEETERE
BER -G E

° assessing, on a sample basis, whether items
in the inventory ageing report were classified
within the appropriate ageing bracket by
comparing the barcode tags for the inventory
items selected with relevant purchase
documents;

BREAEEF BB PMETFEEBNKRISRE
ﬁﬁ@%%x# HETFERERSTHIAR
BHRABENRER

90 | Cabbeen Fashion Limited « Annual Report 2016




Valuation of inventories

FEME

Refer to note 15 to the consolidated financial statements and the accounting policies on page 118.

BRJEE TS HAN T 15 RE 118 EHIEFTHUE °

The Key Audit Matter
BAREREE

How the matter was addressed in our audit

EEZDNEESE

We identified the valuation of inventories as a key
audit matter because of the significant judgement
exercised by management in determining the
appropriate levels of inventory provisions which
involves predicting the amounts of inventories
which will be unsold at the end of each season
and the markdowns necessary to sell such off-
season inventories on a discounted basis through
outlets and other channels in future years. Both
of these factors can be inherently uncertain and
could be subject to management bias.

BPEFEREINREAREZEE  AREEE
EETEENTEREKFRITEEAHE - M
ERENEARNSEFTERAENTFEHRE LN
AR FBEBIHERHEMRERELELFE
FEERBIELNF - ZFREHFEEB T
HEM - WreX BIEERIFTRR

o evaluating the Group’s inventory provision
policy by comparing management’s expectation
of the amounts of inventories which are unlikely
to be sold in the foreseeable future at current
prices and the corresponding expectation of
markdowns with historical sales amounts and
markdown data for the current and prior years
provided by management; and
BB E R BE N KRAI BN ] R RKIZE A
EREENTFERENTEN LRI NTEL
HEREMREHNE A BEFENELH
EHELFTNEE  FHEEEENTFERER
®i R

° enquiring of the Chief Executive Officer and
senior members of the sales team about any
expected changes in plans for markdowns
or disposals of off-season inventories and
comparing the carrying value of inventories to
actual prices for sales transactions subsequent
to the reporting date on a sample basis.
MITBESRKHEEGNRREREABSRMAE
BTSRRI R F T EINEMERES -
WRBRAE L RFEREEHERE B R H
ERXGHERE o
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The directors are responsible for the other information. The
other information comprises all the information included
in the annual report, other than the consolidated financial
statements and our auditor’s report thereon.

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

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

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

In preparing the consolidated financial statements, the
directors are responsible for assessing the Group’s ability
to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going
concern basis of accounting unless the directors either
intend to liquidate the Group or to cease operations, or
have no realistic alternative but to do so.
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The directors are assisted by the Audit Committee in
discharging their responsibilities for overseeing the Group’s
financial reporting process.

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud
or error, and to issue an auditor’s report that includes our
opinion. This report is made solely to you, as a body, and
for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the
contents of this report.

Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance
with HKSAs will always detect a material misstatement
when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of
these consolidated financial statements.

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

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

%%ﬁ%ﬁ*ié%%@ HEES
e //\L’TFEH/], \'E °

BEEWS

BB RRAEREREM s HLFHRETB
BREDNFEANKFFRERMEBRNER
R R - W EBEERERNOZBENR
HeAREES BTUERBR)MER I
EEMMAE - AL THARE 2 REE T
Hi NLAEEMEH LA LEREE -

BEMTEBSERNZE BT RERRIEES
BRZBERE TR EZ TIERR R AT AR

EK%%%MOEK&&@LTﬁ%hﬁi%
o ER R ERERIEARER T AR ERE
AERBRAMBREFLNEERER - K&
BRERERRAL -

BB BT BRI TR T2 —
TERGEHY - ERERLDET SN
BELAE o BN
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LEfR\ B2 iR 5T MMITEIZIE - AR R
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Obtain an understanding of internal control relevant
to the audit in order to design audit procedures
that are appropriate in the circumstances but not
for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

Evaluate the appropriateness of accounting policies
used and the reasonableness of accounting
estimates and related disclosures made by the
directors.

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

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

Obtain sufficient appropriate audit evidence
regarding the financial information of the entities or
business activities within the Group to express an
opinion on the consolidated financial statements.
We are responsible for the direction, supervision and
performance of the Group audit. We remain solely
responsible for our audit opinion.

Cabbeen Fashion Limited + Annual Report 2016
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We communicate with the Audit Committee regarding,
among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our
audit.

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

From the matters communicated with the Audit
Committee, we determine those matters that were of
most significance in the audit of the consolidated financial
statements of the current period and are therefore the key
audit matters. We describe these matters in our auditor’s
report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances,
we determine that a matter should not be communicated
in our report because the adverse consequences of doing
S0 would reasonably be expected to outweigh the public
interest benefits of such communication.

The engagement partner on the audit resulting in this
independent auditor’s report is Ng Yu Hei.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

20 February 2017
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for the year ended 31 December 2016 # 2 = F— N NF+=ZA=+—HILF)Z

(Expressed in Renminbij) (XA EE5I77)

2016 2015
—B—RE —T—hF
Note RMB’000 RMB’000
hE=s AR®T AREETTT
Revenue g 2 1,160,799 1,356,486
Cost of sales S AR (604,829) (730,032)
Gross profit EF 555,970 626,454
Other income HA YA 3 51,709 56,805
Selling and distribution HE M HERX
expenses (160,425) (121,607)
Administrative and other TR R H A @R
operating expenses (194,198) (166,811)
Profit from operations K RF 253,056 394,841
Finance costs L&A 4(a) (5,848) (3,137)
Profit before taxation BRELATE R 4 247,208 391,704
Income tax expense FTiSTiR X 5(a) (65,519) (104,146)
Profit for the year FREF 181,689 287,558
Other comprehensive FREMZEKE
income for the year
ltem that may be reclassified  FIRERNHZEFH DI
subsequently to profit or loss: 1Bz HYIERE :
- Exchange differences on - B R B R HIR SN
translation of the financial ¥R TS ERE
statements of operations HOPE 5 ZE58
outside the mainland
China (3,052) 1,072
Total comprehensive FRE2EKHEE
income for the year 178,637 288,630
Earnings per share BREAN(AR%ED) 8
(RMB cents)
Basic BN 25.54 40.44
Diluted e 25.46 40.18

F£102 2194 B TH W AZ ST B FRFRAK
o o BEENARFERRENREFIEE
KT EE 24(0) °

The notes on pages 102 to 194 form part of these
financial statements. Details of dividends payable to equity
shareholders of the Company are set out in note 24(b).
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(Expressed in Renminbi) (AA FEH#51R)

Non-current assets

Property, plant and equipment

Interests in leasehold land
held for own use under
operating leases

Intangible assets

Deferred tax assets

Current assets

Inventories

Trade and other receivables

Available-for-sale financial
assets

Deposits with banks with
original maturity date
over three months

Pledged bank deposits

Cash and cash equivalents

Current liabilities
Bank borrowings

Trade and other payables
Current tax payable

Net current assets

Total assets less current
liabilities

Non-current liabilities
Deferred tax liabilities

NET ASSETS

FRBEE
E RN Gy

REMETNHFERZ

ME i #Ees

BILEE
EETIREE

REBEE

FE

B 5 M EMREWFR
AERESREE

[REERE=1E A
BV ERTT X

BRI T
Re MREHEY

RBRE

RITIEK

B 5 N E A TR
e BN AR IR

RBEERE
EERERABAE

FRBEE

EXEHRRRE

BEEFE

Note
BIsE

10
11
14(b)

15
16

17

18
19

20
21
14(a)

14(b)

2016
—E-RE
RMB’000
AR®TR

57,521

23,319
34,848
37,786

153,474

328,813
465,086

21,400

275,400
239,068
222,885

1,552,652

127,095
555,696
30,041

712,832

839,820

993,294

11,577

981,717

2015
—ZT—hHF
RMB’000
ARKEFIT

29,817

35,297
24,368

89,482

266,765
485,917

10,000

288,622
428,375
294,543

1,774,222

220,479
704,182
26,758

961,419

822,803

912,285

15,384

896,901
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(Expressed in Renminbi) (AN FEH#5IR)

CAPITAL AND RESERVES &K &

Share capital %
Reserves e
TOTAL EQUITY HRER

Approved and authorised for issue by the board of
directors on 20 February 2017.

Mr. Siu Keung Ng
ROBEE
Chief Executive Officer and Executive Director

TR RBTTEE

The notes on pages 102 to 194 form part of these financial
statements.
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2016 2015

—EB-XRE —FT-RF

Note RMB’000 RMB’000

(g AR%T T ARETTT
24

5,583 5,580

976,134 891,321

981,717 896,901

GEFRN-T—LF - A=+ AIER R
Flg -

Mr. Qiang Wei
BREaf4E

Executive Director

HITEE

41025 104 EFF MU AR B REAR
05 o



for the year ended 31 December 2016 # 2 —F—NF+ _-A=+—HIFFZ
(Expressed in Renminbi) (WA B #2517 )

Share Share Capital ~ Statutory Exchange  Retained

capital  premium  reserves reserve reserve profits Total
ke RGEE EARE  iERE  EXRE  RERN @it
Note RMB'000  RMB000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
i ARBTT ARETT ARETT ARETR ARETT ARETR ARETR
As at 1 January 2015 R=3-1%-A-H 5,578 199,510 41,125 34,424 9,343 427,221 717,207
Changes in equity R=%-1f
for 2015: NERZD
Proft for the year ER T - - - - - W58 287558
Othercomprehensie ~ FMEM2ENE
income for the year - - - - 1,072 - 1,072
Totalcomprehensive  FRZENGAE
income for the year 5578 199,510 41125 34,424 10,415 714,785 1,005,837
Dhidend decered BERRS 240 - 0T84 - - - — (108
Sharesissuedunder  REEMRER 2
shaeoptionscheme %77 24(0)i) 2 458 (139 - - - 321
Equity-settled EREEIRG
share-based BERNRS
fransactions - 4) - - 1,507 - - - 1,507
Appropriation o ERETHER
statutory reserves - - - 3410 - (3,410) -
As at 31 December 2015 R=Z-1%
and1January 2016 tZA=1+-AR
“E-R"E-f-H 5,580 89,204 42,493 37,834 10,415 711,375 896,901
Changes in equity R=B-7E
for 2016 MERET !
Proft for the year EmET| - - - - - 181,689 181,689
Othercomprehensive ~ FAEMZENE
income for the year - - - - (3,052) - (3,052)
Totdcomprehensive  FRZENEAE
income for the year - - - - (3,052 181,689 178,637
Dividend declared EERRE 240) - (85,303) - - (9,617) - (94,920)
Sharesissued under R IBERTRIE: 2
share option scheme ?X (A 24(0)i) 3 811 (245) - - - 569
Equity-settled HESIRA
share-based 7%% RaRs
transactions - 4(b) - - 530 - - - 530
Appropriafion to BRETRE
statutory reserves - - - 1,580 - (1,580) -
Asat 31 December 2016 =F—7E
+-A=+-7 5563 4TI 4TI 3044 (2250 8onde4  9BLTHT

94 B P& M EE AR F M IS MR ALK

The notes on pages 102 to 194 form part of these financial
statements.

i
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Operating activities

Cash generated from operations

Income tax paid

Net cash (used in)/
generated from
operating activities

Investing activities

Payment for the purchase of
property, plant and
equipment

Payment for business
acquisition

Payment for the purchase
of intangible assets

Payment for leasehold land
held for own use

Proceeds from disposal of
property, plant and
equipment

Decrease of
deposits with banks with
original maturity date over
three months

Net decrease/(increase) in
pledged bank deposits

Proceeds from disposal
of financial assets

Payments for the purchase
of financial assets

Interest received

Net cash generated from/
(used in) investing
activities

for the year ended 31 December 2016 # 2 = F— N NF+=ZA=+—HILF)Z

(Expressed in Renminbij) (XA EE5I77)

Note
=2
KESEE
KRB FTSIR® 19(b)
BT R
BT (),
g8k
BRETH
BEYE BEX
BN
EEUBE IR
12
BEEEEEMNK

FEERZHE LR

HEWE - BEK
REPTSFIA

[REIEA B B =& A &

RITFFORD

EHERITER

B, () FEE
HESREEZAEHIE
BESREENK
E4FE

REEBHRE/ (FA)ERE
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2016
—E-RE¥
RMB’000
AR®T T

66,307
(79,461)

(13,154)

(46,292)

(2,566)

(774)

(23,400)

685

13,222

189,307

62,974

(74,000)
19,103

138,259

2015
—ZT—hHF
RMB’000
ARETIT

155,358
(104,291)

51,067

(26,177)

(13,805)

37

66,609
(121,140)
131,962

(140,000)
23,921

(78,593)



2016 2015
—NE —hF
Note RMB’000 RMB’000
BIsE AR®ET T AR®ET T
Financing activities il E B
Proceeds from bank IRITIE KIS RIA
borrowings 123,420 199,820
Repayment of bank BERITENX
borrowings (221,727) (89,285)
Dividends paid B E 24(b) (94,920) (110,764)
Interest paid ERFE (5,848) (3,137)
Proceeds from issue BITIRD FT1S RUR
of shares 24(c)(iii) 569 321
Net cash used REEEFTRAFERSE
in financing activities (198,506) (3,045)
Net decrease in cash ReRBESEEY
and cash equivalents o RAe R ] (73,401) (30,571)
Cash and cash equivalents A—A—HBWRE&R
at 1 January ReZEY 294,543 324,451
Effect of foreign exchange SN [ 3R B B o
rate changes 1,743 663
Cash and cash equivalents R+=A=+—H
at 31 December NWEERASEEY 19(a) 222 885 294,543
The notes on pages 102 to 194 form part of these financial 28 102 & 194 B &M Bz S M IR T AKX
statements. & o
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(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

(a)

Statement of compliance

These financial statements have been
prepared in accordance with all applicable
International Financial Reporting Standards
(“IFRSs”), which collective term includes
all applicable individual International
Financial Reporting Standards, International
Accounting Standards (“IASs”) and
Interpretations issued by the International
Accounting Standards Board (“IASB”). These
financial statements also comply with the
applicable disclosure requirements of the
Hong Kong Companies Ordinance. These
financial statements also comply with the
applicable disclosure provisions of the Rules
Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited
(“SEHK”). A summary of the significant
accounting policies adopted by the Group is
set out below.

The IASB has issued certain new and revised
IFRSs that are first effective or available for
early adoption for the current accounting
period of the Group and the Company. Note
1(c) provides information on the new and
revised IFRSs that are relevant to the Group
for the current and prior accounting periods
reflected in these financial statements.
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(b)

Basis of preparation of the
financial statements

The consolidated financial statements for the
year ended 31 December 2016 comprise
the Company and its subsidiaries (together
referred to as the “Group”).

The financial statements is presented in
Renminbi (“RMB”), rounded to the nearest
thousand, as the Group’s principal activities
were carried out in the PRC. RMB is the
functional currency for the Company’s
subsidiaries established in the mainland
China. The functional currency of the
Company and the Company’s subsidiaries
outside the mainland China are Hong Kong
dollars.

The financial statements is prepared on the
historical cost basis except that financial
assets at fair value through profit or loss and
available-for-sale financial assets which are
stated at their fair value as explained in the
accounting policies below (note 1(f)).
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(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

(b)

Basis of preparation of the
financial statements (Continued)

The preparation of financial statements in
conformity with IFRSs requires management
to make judgements, estimates and
assumptions that affect the application of
policies and reported amounts of assets,
liabilities, income and expenses. The
estimates and associated assumptions
are based on historical experience and
various other factors that are believed to be
reasonable under the circumstances, the
results of which form the basis of making the
judgements about carrying values of assets
and liabilities that are not readily apparent
from other sources. Actual results may differ
from these estimates.

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

Judgements made by management in the
application of IFRSs that have significant
effect on the financial statements and
major sources of estimation uncertainty are
discussed in note 28.
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(c)

(d)

New and revised IFRSs that are
first effective for the current
accounting period

The IASB has issued a number of
amendments to IFRSs that are first effective
for the current accounting period of the
Group and the Company. None of these
developments have had a material effect on
how the Group's results and financial position
for the current or prior periods have been
prepared or presented.

The Group has not applied any new standard
or interpretation that is not yet effective for
the current accounting period.

Subsidiaries

Subsidiaries are entities controlled by the
Group. The Group controls an entity when
it is exposed, or has rights, to variable
returns from its involvement with the entity
and has the ability to affect those returns
through its power over the entity. When
assessing whether the Group has power, only
substantive rights (held by the Group and
other parties) are considered.

An investment in a subsidiary is consolidated
into the consolidated financial statements
from the date that control commences until
the date that control ceases. Intra-group
balances, transactions and cash flows and
any unrealised profits arising from intra-group
transactions are eliminated in full in preparing
the consolidated financial statements.
Unrealised losses resulting from intra-group
transactions are eliminated in the same way
as unrealised gains but only to the extent that
there is no evidence of impairment.

In the Company’s statement of financial
position, an investment in a subsidiary is stated
at cost less impairment losses (note 1(k)).
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(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

(e)

Goodwill
Goodwill represents the excess of:

(i) the aggregate of the fair value of the
consideration transferred, the amount
of any non-controlling interest in the
acquiree and the fair value of the
group’s previously held equity interest
in the acquiree; over

(ii) the net fair value of the acquiree’s
identifiable assets and liabilities
measured as at the acquisition date.

When (ii) is greater than (i), then this excess is
recognised immediately in profit or loss as a
gain on a bargain purchase.

Goodwill is stated at cost less accumulated
impairment losses. Goodwill arising on a
business combination is allocated to each
cash-generating unit, or groups of cash
generating units, that is expected to benefit
from the synergies of the combination and is
tested annually for impairment (see note 1(k)).

On disposal of a cash generating unit
during the year, any attributable amount
of purchased goodwill is included in the
calculation of the profit or loss on disposal.
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(f)

Financial assets at fair value
through profit or loss and
available-for-sale financial assets

(i

(ii)

Financial assets at fair value
through profit or loss

Financial assets at fair value through
profit or loss are initially stated at fair
value, which is their transaction price
unless fair value can be more reliably
estimated using valuation techniques
whose variables include only data from
observable markets. Cost includes
attributable transaction cost.

Financial assets at fair value through
profit or loss are classified as current
assets. Any attributable transaction
costs are recognised in profit or loss as
incurred. At the end of each reporting
period the fair value is remeasured,
with any resultant gain or loss being
recognised in profit or loss. The net
gain or loss recognised in profit or loss
does not include any interest earned
on these financial assets as these are
recognised in accordance with the
policies set out in note 1(t)(ii).

Available-for-sale financial
assets

Available-for-sale financial assets are
initially stated at fair value plus any
directly attributable transaction costs.
Interest income from these financial
assets is recognised using the effective
interest method in profit or loss in
accordance with the policy set out
in note 1(t)(i). When these financial
assets are derecognised or impaired
(note 1(k)), the cumulative gain or loss
is reclassified from equity to profit or
loss.
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(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

(9)

Property, plant and equipment

The following items of property, plant
and equipment are stated at cost less
accumulated depreciation and impairment
losses (note 1(K)):

- buildings held for own use which are
situated on leasehold land classified as
held under operating leases (see note
1(h)); and

- other items of plant and equipment.

The cost of self-constructed items of
property, plant and equipment includes the
cost of materials, direct labour, the initial
estimate, where relevant, of the costs of
dismantling and removing the items and
restoring the site on which they are located,
and an appropriate proportion of production
overheads and borrowing costs (note 1(v)).

No depreciation is provided in respect of
construction in progress.

Depreciation is calculated to write off the cost
of items of property, plant and equipment,
less their estimated residual value, if any,
using the straight-line method over their
estimated useful lives as follows:

- Leasehold Shorter of 3 -5 years
improvements or remaining term

of the lease

- Plant and machinery 5-10years
- Motor vehicles 4 -5 years
- Furniture, fixtures 3 -5 years

and equipment

Both the useful life of an asset and its residual
value, if any, are reviewed annually.
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(9)

(h)

(i)

Property, plant and equipment
(Continued)

Gains or losses arising from the retirement
or disposal of an item of property, plant and
equipment are determined as the difference
between the net disposal proceeds and
the carrying amount of the item and are
recognised in profit or loss on the date of
retirement or disposal.

Interests in leasehold land held for
own use under operating leases

Interests in leasehold land held for own use
under operating leases represent cost of
acquiring land use rights paid to the PRC’s
governmental authorities. Land use rights are
stated at cost less accumulated amortisation
and impairment losses (see note 1(k)(ii)).
Amortisation is charged to profit or loss on a
straight-line basis over the period of the lease
term of the right which is 48 years.

Intangible assets

Intangible assets that are acquired by the
Group are stated at cost less accumulated
amortisation (where the estimated useful life
is finite) and impairment losses (note 1(k)).

Amortisation of intangible assets with finite
useful lives is charged to profit or loss on a
straight-line basis over the assets’ estimated
useful lives. The following intangible assets
with finite useful lives are amortised from
the date they are available for use and their

estimated useful lives are as follows:
Computer software 5-10 years

Distribution network
and trademark

20 years

Both the period and method of amortisation
are reviewed annually.
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(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

(i)

@)

Intangible assets (Continued)

Intangible assets are not amortised while their
useful lives are assessed to be indefinite. Any
conclusion that the useful life of an intangible
asset is indefinite is reviewed annually to
determine whether events and circumstances
continue to support the indefinite useful life
assessment for that asset. If they do not,
the change in the useful life assessment
from indefinite to finite is accounted for
prospectively from the date of change and in
accordance with the policy for amortisation
of intangible assets with finite lives as set out
above.

Operating lease charges

Leases which do not transfer substantially
all the risks and rewards of ownership to the
Group are classified as operating leases.
Where the Group has the use of assets
held under operating leases, payments
made under the leases are charged to
profit or loss in equal instalments over the
accounting periods covered by the lease
terms, except where an alternative basis is
more representative of the pattern of benefits
to be derived from the leased asset. Lease
incentives received are recognised in profit or
loss as an integral part of the aggregate net
lease payments made. Contingent rentals are
charged to profit or loss in the accounting
period in which they are incurred.

110 Cabbeen Fashion Limited + Annual Report 2016

(i

@)

BYEE®)

AN T B 2 Y R AR A HR AR AT A
RERY AZSELEESTE
W - BRETLEENAIEH
FHRERPNENGR 5
FERANBEESMFRBARGHE
BXRZEENERYAERF
HARR A o TS S x BRI (E

AEMFEHERMESAR
Hy - 3 B 8cr B BRE Eai(E

REMERNEREEHRHIE
BRAARIE AR ©

KREHEEH

BAE D EPTAREARENER &
El3RI EEE = AEEHHEET)
DEREERE - RIFAEAR
REMEEGENHEEEREIN
MarER - BRIRAEEEA
REQKEHERANEER - &
RIBEEE XN FIRETEE A
BENGHHRANERENER
D HIER - BB HEEERLIR
SR SEENTFEREN
MRE D - A HNEES
Ve R RE AR



(k) Impairment of assets

(i

Impairment of investments in
debt securities and receivables
Investments in debt securities and
receivables that are stated at cost or
amortised cost or are classified as
available-for-sale financial assets are
reviewed at the end of each reporting
period to determine whether there
is objective evidence of impairment.
Objective evidence of impairment
includes observable data that comes
to the attention of the Group about one
or more of the following loss events:

- significant financial difficulty of
the debtor;

- a breach of contract, such as a
default or delinquency in interest
or principal payments;

- it becoming probable that the
debtor will enter bankruptcy or
other financial reorganisation;
and

- significant changes in the
technological, market, economic
or legal environment that have
an adverse effect on the debtor;

If any such evidence exists, any
impairment loss is determined and
recognised as follows:
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(Expressed in Renminbi unless otherwise indicated)

(B A 77589 E )

(k)

F UAREST)

Impairment of assets (Continued)

(i)

Impairment of investments in
debt securities and receivables
(Continued)

For trade and other receivables
carried at amortised cost, the
impairment loss is measured as
the difference between the asset’s
carrying amount and the present
value of estimated future cash
flows, discounted at the financial
asset’s original effective interest
rate (i.e. the effective interest rate
computed at initial recognition of
these assets), where the effect
of discounting is material. This
assessment is made collectively
where these financial assets share
similar risk characteristics, such as
similar past due status, and have
not been individually assessed
as impaired. Future cash flows
for financial assets which
are assessed for impairment
collectively are based on historical
loss experience for assets with
credit risk characteristics similar to
the collective group.
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(k) Impairment of assets (Continued)

(i) Impairment of investments in
debt securities and receivables
(Continued)

If in a subsequent period the
amount of an impairment loss
decreases and the decrease can
be linked objectively to an event
occurring after the impairment
loss was recognised, the
impairment loss is reversed
through profit or loss. A reversal
of an impairment loss shall not
result in the asset’s carrying
amount exceeding that which
would have been determined
had no impairment loss been
recognised in prior years.

- For available-for-sale financial
assets, the cumulative loss that
has been recognised in the
fair value reserve is reclassified
to profit or loss. The amount
of the cumulative loss that is
recognised in profit or loss
is the difference between
the acquisition cost (net of
any principal repayment and
amortisation) and current fair
value, less any impairment
loss on that asset previously
recognised in profit or loss.

Impairment losses in respect of
available-for-sale debt securities
are reversed if the subsequent
increase in fair value can be
objectively related to an event
occurring after the impairment
loss was recognised. Reversals
of impairment losses in such
circumstances are recognised in
profit or loss.
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(Expressed in Renminbi unless otherwise indicated)

(B A 77589 E )

F UAREST)

(k) Impairment of assets (Continued)

(i)

Impairment of investments in
debt securities and receivables
(Continued)

Impairment losses are written
off against the corresponding
assets directly, except for
impairment losses recognised
in respect of trade and bills
receivables included within
trade and other receivables,
whose recovery is considered
doubtful but not remote. In this
case, the impairment losses
for doubtful debts are recorded
using an allowance account.
When the Group is satisfied that
recovery is remote, the amount
considered irrecoverable
is written off against trade
and bills receivables directly
and any amounts held in the
allowance account relating
to that debt are reversed.
Subsequent recoveries of
amounts previously charged
to the allowance account are
reversed against the allowance
account. Other changes in
the allowance account and
subsequent recoveries of
amounts previously written off
directly are recognised in profit
or loss.
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(k) Impairment of assets (Continued)

(ii)

Impairment of other assets
Internal and external sources of
information are reviewed at the end
of each reporting period to identify
indications that the following assets
may be impaired or, except in the
case of goodwill, an impairment loss
previously recognised no longer exists
or may have decreased:

- property, plant and equipment;

- pre-paid interests in leasehold
land classified as being held
under an operating lease;

- construction in progress;
- intangible assets;
- goodwill; and

- investments in subsidiaries in
the Company’s statement of
financial position.

If any such indication exists, the asset’s
recoverable amount is estimated. In
addition, for goodwill, and intangible
assets that have indefinite useful lives,
the recoverable amount is estimated
annually whether or not there is any
indication of impairment.
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(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

(k) Impairment of assets (Continued)

(i) Impairment of other assets
(Continued)

Calculation of recoverable
amount

The recoverable amount of an
asset is the greater of its fair
value less costs of disposal and
value in use. In assessing value
in use, the estimated future
cash flows are discounted to
their present value using a pre-
tax discount rate that reflects
current market assessments
of the time value of money
and the risks specific to the
asset. Where an asset does not
generate cash inflows largely
independent of those from other
assets, the recoverable amount
is determined for the smallest
group of assets that generates
cash inflows independently (i.e.
a cash-generating unit).
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(k) Impairment of assets (Continued)

(i) Impairment of other assets
(Continued)

- Recognition of impairment
losses

An impairment loss is
recognised in profit or loss if the
carrying amount of an asset,
or the cash-generating unit to
which it belongs, exceeds its
recoverable amount. Impairment
losses recognised in respect
of cash-generating units are
allocated first to reduce the
carrying amount of any goodwill
allocated to the cash-generating
unit (or group of units) and then
to reduce the carrying amount
of the other assets in the unit
(or group of units) on a pro rata
basis, except that the carrying
value of an asset will not be
reduced below its individual fair
value less costs of disposal (if
measurable) or value in use (if
determinable).
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(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

(k)

()

Impairment of assets (Continued)

(i) Impairment of other assets
(Continued)
- Reversals of impairment losses

In respect of assets other than
goodwill, an impairment loss
is reversed if there has been
a favourable change in the
estimates used to determine
the recoverable amount. An
impairment loss in respect of
goodwill is not reversed.

A reversal of an impairment loss
is limited to the asset’s carrying
amount that would have been
determined had no impairment
loss been recognised in prior
years. Reversals of impairment
losses are credited to profit or
loss in the year in which the
reversals are recognised.

Inventories

Inventories are carried at the lower of cost
and net realisable value.

Cost is calculated using the weighted
average cost formula and comprises all costs
of purchase, costs of conversion and other
costs incurred in bringing the inventories to
their present location and condition.

Net realisable value is the estimated selling
price in the ordinary course of business less
the estimated costs of completion and the
estimated costs necessary to make the sale.
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()

(m)

Inventories (Continued)

When inventories are sold, the carrying
amount of those inventories is recognised as
an expense in the period in which the related
revenue is recognised. The amount of any
write down of inventories to net realisable
value and all losses of inventories are
recognised as an expense in the period the
write-down or loss occurs. The amount of
any reversal of any write-down of inventories
is recognised as a reduction in the amount of
inventories recognised as an expense in the
period in which the reversal occurs.

Trade and other receivables

Trade and other receivables are initially
recognised at fair value and thereafter stated
at amortised cost using the effective interest
method, less allowance for impairment of
doubtful debts (note 1(k)), except where the
receivables are interest-free loans made to
related parties without any fixed repayment
terms or the effect of discounting would be
immaterial. In such cases, the receivables are
stated at cost less allowance for impairment
of doubtful debts.
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(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

(n)

(o)

(p)

Interest-bearing borrowings

Interest-bearing borrowings are recognised
initially at fair value less attributable
transaction costs. Subsequent to initial
recognition, interest-bearing borrowings are
stated at amortised cost with any difference
between the amount initially recognised and
redemption value being recognised in profit
or loss over the period of the borrowings,
together with any interest and fees payable,
using the effective interest method.

Trade and other payables

Trade and other payables are initially
recognised at fair value and subsequently
stated at amortised cost unless the effect of
discounting would be immaterial, in which
case they are stated at cost.

Cash and cash equivalents

Cash and cash equivalents comprise cash
at bank and on hand, demand deposits with
banks and other financial institutions, and
short-term, highly liquid investments that are
readily convertible into known amounts of
cash and which are subject to an insignificant
risk of changes in value, having been within
three months of maturity at acquisition.
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(q)

Employee benefits

(i

(ii)

Short term employee benefits
and contributions to defined
contribution retirement plans
Salaries, annual bonuses, paid
annual leave, contributions to defined
contribution retirement plans and
the cost of non-monetary benefits
are accrued in the year in which the
associated services are rendered
by employees. Where payment or
settlement is deferred and the effect
would be material, these amounts are
stated at their present values.

Contributions to appropriate local
defined contribution retirement
schemes pursuant to the relevant
labour rules and regulations in the
People’s Republic of China (the “PRC”)
are recognised as an expense in profit
or loss as incurred.

Share-based payments

The fair value of share options granted
to employees is recognised as an
employee cost with a corresponding
increase in a capital reserve within
equity. The fair value is measured at
grant date using the binomial option
pricing model, taking into account
the terms and conditions upon
which the options were granted.
Where the employees have to meet
vesting conditions before becoming
unconditionally entitled to the options,
the total estimated fair value of the
options is spread over the vesting
period, taking into account the
probability that the options will vest.
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(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

(q)

Employee benefits (Continued)

(ii)

(iii)

Share-based payments
(Continued)

During the vesting period, the number
of share options that is expected
to vest is reviewed. Any resulting
adjustment to the cumulative fair
value recognised in prior years is
charged/credited to the profit or loss
for the year of the review, unless the
original employee expenses qualify
for recognition as an asset, with a
corresponding adjustment to the
capital reserve. On vesting date, the
amount recognised as an expense is
adjusted to reflect the actual number of
options that vest (with a corresponding
adjustment to the capital reserve)
except where forfeiture is only due
to not achieving vesting conditions
that relate to the market price of the
Company’s shares. The equity amount
is recognised in the capital reserve until
either the option is exercised (when
it is transferred to the share premium
account) or the option expires (when it
is released directly to retained profits).

Termination benefits

Termination benefits are recognised
at the earlier of when the group can
no longer withdraw the offer of those
benefits and when it recognises
restructuring costs involving the
payment of termination benefits.
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(r)

Income tax

Income tax for the year comprises current
tax and movements in deferred tax assets
and liabilities. Current tax and movements
in deferred tax assets and liabilities are
recognised in profit or loss except to the
extent that they relate to items recognised
in other comprehensive income or directly in
equity, in which case the relevant amounts of
tax are recognised in other comprehensive
income or directly in equity, respectively.

Current tax is the expected tax payable on
the taxable income for the year, using tax
rates enacted or substantively enacted at the
end of reporting period, and any adjustment
to tax payable in respect of previous years.

Deferred tax assets and liabilities arise from
deductible and taxable temporary differences
respectively, being the differences between
the carrying amounts of assets and liabilities
for financial reporting purposes and their tax
bases. Deferred tax assets also arise from
unused tax losses and unused tax credits.
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(Expressed in Renminbi unless otherwise indicated)
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(r)

Income tax (Continued)

Apart from certain limited exceptions, all
deferred tax liabilities, and all deferred tax
assets to the extent that it is probable
that future taxable profits will be available
against which the asset can be utilised, are
recognised. Future taxable profits that may
support the recognition of deferred tax assets
arising from deductible temporary differences
include those that will arise from the reversal
of existing taxable temporary differences,
provided those differences relate to the same
taxation authority and the same taxable
entity, and are expected to reverse either in
the same period as the expected reversal
of the deductible temporary difference or in
periods into which a tax loss arising from
the deferred tax asset can be carried back
or forward. The same criteria are adopted
when determining whether existing taxable
temporary differences support the recognition
of deferred tax assets arising from unused tax
losses and credits, that is, those differences
are taken into account if they relate to the
same taxation authority and the same taxable
entity, and are expected to reverse in a
period, or periods, in which the tax loss or
credit can be utilised.
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(r)

Income tax (Continued)

The amount of deferred tax recognised is
measured based on the expected manner
of realisation or settlement of the carrying
amount of the assets and liabilities, using tax
rates enacted or substantively enacted at the
end of reporting period. Deferred tax assets
and liabilities are not discounted.

The carrying amount of a deferred tax asset
is reviewed at the end of each reporting
period and is reduced to the extent that it
is no longer probable that sufficient taxable
profit will be available to allow the related
tax benefit to be utilised. Any such reduction
is reversed to the extent that it becomes
probable that sufficient taxable profits will be
available.

Additional income taxes that arise from the
distribution of dividends are recognised when
the liability to pay the related dividends is
recognised.

Current tax balances and deferred tax
balances, and movements therein, are
presented separately from each other and
are not offset. Current tax assets are offset
against current tax liabilities, and deferred
tax assets against deferred tax liabilities, if
the Group has the legally enforceable right
to set off current tax assets against current
tax liabilities and the following additional
conditions are met:
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(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

() Income tax (Continued)

- in the case of current tax assets and
liabilities, the Group intends either
to settle on a net basis, or to realise
the asset and settle the liability
simultaneously; or

- in the case of deferred tax assets and
liabilities, if they relate to income taxes
levied by the same taxation authority
on either:

- the same taxable entity; or

- different taxable entities,
which, in each future period in
which significant amounts of
deferred tax liabilities or assets
are expected to be settled or
recovered, intend to realise the
current tax assets and settle
the current tax liabilities on a
net basis or realise and settle
simultaneously.
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(s)

(t)

Provisions and contingent
liabilities

Provisions are recognised for other liabilities
of uncertain timing or amount when the
Group or the Company has a legal or
constructive obligation arising as a result of
a past event, it is probable that an outflow of
economic benefits will be required to settle
the obligation and a reliable estimate can
be made. Where the time value of money is
material, provisions are stated at the present
value of the expenditure expected to settle
the obligation.

Where it is not probable that an outflow of
economic benefits will be required, or the
amount cannot be estimated reliably, the
obligation is disclosed as a contingent liability,
unless the probability of outflow of economic
benefits is remote. Possible obligations,
whose existence will only be confirmed by
the occurrence or non-occurrence of one
or more future events are also disclosed as
contingent liabilities unless the probability of
outflow of economic benefits is remote.

Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable. Provided
it is probable that the economic benefits
will flow to the Group and the revenue and
costs, if applicable, can be measured reliably,
revenue is recognised in profit or loss as
follows:

(i) Sale of goods
Revenue is recognised when the
customer has accepted the related
risks and rewards of ownership.
Revenue represented the sales value
of goods sold less returns, discounts,
rebates and value added tax (“VAT”).
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(Expressed in Renminbi unless otherwise indicated)
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(t)

Revenue recognition (Continued)

(ii)

(iii)

(iv)

Interest income

Interest income is recognised as it
accrues using the effective interest
method.

E-commerce service income
E-commerce service income is
recognised when the consigned goods
from distributors sold through the
Group’s online shops are delivered and
accepted by end customers.

Government grants

Government grants are recognised
in the statement of financial position
initially when there is reasonable
assurance that they will be received
and that the Group will comply with
the conditions attaching to them.
Grants that compensate the Group
for expenses incurred are recognised
as revenue in profit or loss on a
systematic basis in the same year
in which the expenses are incurred.
Grants that compensate the Group for
the cost of an asset are deducted from
the carrying amount of the asset and
consequently are effectively recognised
in profit or loss over the useful lives
of the asset by way of reduced
depreciation expense.

Unconditional discretionary government
grants from the local municipal
government authorities are recognised
in the profit or loss as other revenue
when the amount is received.
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(u)

Translation of foreign currencies

Foreign currency transactions during the year
are translated at the foreign exchange rates
ruling at the transaction dates. Monetary
assets and liabilities denominated in foreign
currencies are translated at the foreign
exchange rates ruling at the end of reporting
period. Exchange gains and losses are
recognised in profit or loss.

Non-monetary assets and liabilities that
are measured in terms of historical cost
in a foreign currency are translated using
the foreign exchange rates ruling at the
transaction dates.

The results of operations outside mainland
China are translated into Renminbi at the
average exchange rates for the year which
approximating the foreign exchange rates
ruling at the dates of the transactions.
Statement of financial position items are
translated into Renminbi at the closing foreign
exchange rates ruling at the end of reporting
period. The resulting exchange differences
are recognised in other comprehensive
income and accumulated separately in equity
in the exchange reserve.

On disposal of an operation outside mainland
China, the cumulative amount of the
exchange differences relating to that foreign
operation is reclassified from equity to profit
or loss when the profit or loss on disposal is
recognised.
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(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

v)

(w)

Borrowing costs

Borrowing costs that are directly attributable
to the acquisition, construction or production
of an asset which necessarily takes a
substantial period of time to get ready for its
intended use or sale are capitalised as part of
the cost of that asset. Other borrowing costs
are expensed in the period in which they are
incurred.

Research and development

Expenditure on research activities is
recognised as an expense in the year
in which it is incurred. Expenditure on
development activities is capitalised if
the product or process is technically and
commercially feasible and the Group has
sufficient resources and the intention to
complete development. The expenditure
capitalised includes the cost of materials,
direct labour and an appropriate proportion of
overheads. Other development expenditure is
recognised as an expense in the year which it
is incurred.
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(x) Related parties

@)

A person, or a close member of that
person’s family, is related to the Group
if that person:

M

(i)

(i)

has control or joint control over
the Group;

has significant influence over the
Group; or

is a member of the key
management personnel of the
Group or the Group’s parent.

An entity is related to the Group if any
of the following conditions applies:

(i)

(i)

The entity and the Group are
members of the same Group
(which means that each parent,
subsidiary and fellow subsidiary
is related to the others).

One entity is an associate or
joint venture of the other entity
(or an associate or joint venture
of a member of a group of which
the other entity is a member).

Both entities are joint ventures
of the same third party.
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(Expressed in Renminbi unless otherwise indicated)
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(x)

Related parties (Continued)
(b) (Continued)

(iv)

(vii)

(viil

One entity is a joint venture of a
third entity and the other entity
is an associate of the third entity.

The entity is a post-employment
benefit plan for the benefit of
employees of either the Group
or an entity related to the Group.

The entity is controlled or jointly
controlled by a person identified
in (a).

A person identified in (a)(i) has
significant influence over the
entity or is a member of the
key management personnel of
the entity (or of a parent of the
entity).

The entity, or any member of
a group of which it is a part,
provides key management
personnel services to the Group
or to the Group’s parent.

Close family members of an individual are
those family members who may be expected
to influence, or be influenced by, that
individual in their dealings with the entity.
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(v)

Segment reporting

Operating segments, and the amounts of
each segment item reported in the financial
statements, are identified from the financial
statements provided regularly to the Group’s
most senior executive management for the
purposes of allocating resources to, and
assessing the performance of the Group’s
various lines of business and geographical
locations.

Individually material operating segments
are not aggregated for financial reporting
purposes unless the segments have similar
economic characteristics and are similar
in respect of the nature of products and
services, the nature of production processes,
the type or class of customers, the methods
used to distribute the products or provide
the services, and the nature of the regulatory
environment. Operating segments which are
not individually material may be aggregated if
they share a majority of these criteria.

The Group operates in a single segment of
sale of menswear goods. Accordingly, no
segmental analysis is presented.

v)

ZE-RFFR -

/'\:}:B*Ed:

R GEHmE LEDBREDS
EHZ CEDRN N E R
R WEHRAERETREEE
REASEEREFEAEERE
BRI R E 2 RIR -

{EDES zLﬁﬁBT\ R B 75
EMEE AR EEDRAERE
P EBEIEE - DA K E m B AR 75
MEE - EEBRENEE 'R
AV AR R ~ 3 SHEE am Sk ER AR AR
BRI E R EERENMEE
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(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

The principal activities of the Group are the sale of
apparel and related accessories and E-commerce
service.

The amount of each significant category of revenue
is as follows:

Sale of apparel and AR M AL e EH &
related accessories

E-commerce service income

The Group has been selling its apparel goods
through distributors (wholesale) and its own retails
shops (retail). Since the second half of 2014, the
Group has commenced consignment operation with
certain selected distributors. As part of negotiation
with these selected distributors, the Group have
repurchased certain products from these selected
distributors at a consideration of RMB59,004,000
(2015: RMB96,760,000), which have been used
for consignment sales through these selected
distributors during the year ended 31 December
2016. The amount of RMB59,004,000 (2015:
RMB96,760,000) was deducted from the Group’s
revenue for the year ended 31 December 2016.
Revenue from sale of these products are recognised
when they are sold to customers at the retail outlets.

During the year ended 31 December 2016, the
Group had one (2015: one) customer with whom
transactions have exceeded 10% of the Group’s
revenue. The amount of sales to this customer
during the year ended 31 December 2016 was
RMB128,366,000. Details of concentrations of
credit risk arising from customers are set out in note
25(a).
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AREE ) E R XS HEIRE MACH A
NEFEEIRE o

ETFABRBYEA

FEBWRIBRIM SRR T

2016 2015
—E—REF —ET-hF
RMB’000 RMB’000
AR%®TR ARETT
1,147,374 1,338,470

13,425 18,016
1,160,799 1,356,486

AEEDEASHE(ME) REERT
EEH(ZE)HEEREER - B2
—OFTFFRE - AEBEMAREST
KOETE D HEAELE - AEEEZER
B AR 59,004,000 (= —HF:
AR #96,760,000 7T ) [A#% F4&E E
HEEL e TER  EFAEZSLET
DEEERHN—E D - BEERSRE
ETET-RF+_A=+—"HILFEH
BRELETDHEAEREHESE - R
AR #59,004,000 (=T —FRH4F:
AR # 96,760,000 7T) K FIE B A KB
BE-_Z—RFt+_A=1+—HILFE
Wz - SHEZZTEMNKER
EZEEMHE TEPRER -

HE-_ZT—XNF+-A=+—HIHF
B AKBEHE—F(ZZ—R1F : —5)
BEHRZHBEASLBERZEMN10% © &
BT RF+-_A=+—HILFER
ZEFHHERE A AR 128,336,000
Lo BRZERFPAMELENEREER
R EF BRI 5E 25(a) ©



Interest income FLEWA

Government grants (i) BB (i)

Net gain on sale of promotion HE R RRR
and display materials ME R F U S

Net foreign exchange loss HNE B51E R

Net loss on disposal of HEME - BEK
property, plant and equipment R BRI ETEFEE

Net fair value gain on financial BATER AB=EL
assets at fair value through TRIEERN N TE
profit or loss F U AR

Investment income on
available-for-sale financial
assets

Others

AL ESREEN
BEBA

H At

2016 2015
—E-REF —T—ARF
RMB’000 RMB’000
ARMT T AREET T
14,577 23,027
29,711 36,623
621 1,830
(2,537) (10,379)
(2,174) )
- 563
374 1,399
11,137 3,747
51,709 56,805

Note:

(i) Government grants in the years ended 31 December
2016 and 2015 represented unconditional cash awards
granted by government authorities.

=

—REFR - FERGARAE

RBE-Z-REFL-ZT-HAF+_H
=+ — R FERNRITHEB IR RRPIR
TR IRITIR S 520 -
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Profit before taxation is arrived at after charging:

(@) Finance costs

Interest on bank
borrowings and
discounting of
bank acceptance bills

(b) Staff costs

Contributions to defined
contribution retirement
plans (note 22)

Equity settled share-based
payment expenses

(note 23)

Termination benefits
Salaries, wages and other

benefits

BB R A

RITEFURB K
RITHAGEZIRRRIR

BI A

AERFGRIRETE
HER (FizE22)

EREE AR B
ERONTREL
(Ff5E23)

BHiRE A

¥e - TENEMEFR
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BREE A& F 2 0k -

2016
—E-REF
RMB’000
ARET

5,848

6,096

530
4,324
93,918

104,868

2015
—E—REF
RMB’000
ARET T

3,137

5,847

1,507
501
97,380

105,235



Profit before taxation is arrived at after charging:

(c)

Notes:

Other items

Amortisation
— land lease premium
— intangible assets
Depreciation
Impairment losses
— trade and
other receivables
—intangible assets
— goodwill
Operating lease charges
in respect of properties
— minimum lease
payments
— contingent rentals
Auditors’ remuneration
Research and
development cost (note)
Cost of inventories
(note 15(b))

Htg

B3

- THHEEER
-BIVEE

e

ERE RS

- B 5 MEA IR

- BIPEE
-EmE
EENSYES: S
HEEH
- RIEHEENK
-EHEE
AT &
AR B RS (L)

FERA (MEE15(0))

For the year ended 31 December 2016, research and
development costs include staff costs of employees in the design,
research and development department of RMB24,678,000
(2015: RMB18,869,000) which are included in the staff costs as
disclosed in note 4(b).

BRI FE R -

2016
=
RMB’000
AR®T R

81
4,607
15,265

13,957
2,125
780

34,265
19,592

3,604
43,871

617,998

2015
—Z—hF
RMB’000
ARETIT

4,036
8,638

33,258
10,242

3,218
41,239

735,247

HE_ZT—RFTA=T—RHILFE  HEKX
ADRBERET MEMFAEHNFIEENET
A ANR 24,678,000t (ZF—HEF : ARK
18,869,0007T) - BRASREFT AMITE 4(0) I EE &

TRAR ©

ZE-REER - FERGARAE

137



(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

Income tax in the consolidated
statement of profit or loss

represents:

Current tax
PRC corporate

income tax (iii)
Hong Kong Profits Tax (i)
Under/(over) provision

in respect of prior years
PRC withholding tax

— dividend (iv)

— others

Deferred tax

Origination and reversal
of temporary
differences (note 14(b))

Effect on deferred tax
balances at 1 January
resulting from a
change in tax rate

BNHAFL 18
FR B PTIS A (iil)

EBENE (i)
BEFENBRETZS
(FBEER )

R FEHNF

- BB (iv)

- Hftp

EERE
B N B O BT RS
=7 (fH3E14(0))

BiEE B —A— A0
EEREEMN T E
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(a)

REBBERPHIAEHRIE

2016

S
RMB’000
AR5

68,019
2,411

1,034

9,000
2,280

82,744

(17,225)

65,519

2015
—FT-1F
RMB’000
ARETTT

94,532
205

(562)

4,000
1,075

99,250

3,865

1,031

104,146



(a)

Income tax in the consolidated
statement of profit or loss
represents: (Continued)

Notes:

M

(i)

(i

(iv)

Pursuant to the rules and regulations of the
Cayman Islands and the British Virgin Islands
(“BVI"), the Group is not subject to any income
tax in the Cayman Islands and the BVI.

For the years ended 31 December 2016 and
2015, the provision for Hong Kong Profits
Tax was calculated at 16.5% of the estimated
assessable profits for the year.

Guangzhou Zixi Enterprise Management Co.,
Ltd (“Zixi"”) is recognised as a High and New
Technology Enterprise (“HNTE”) and is entitled
to a preferential income tax rate of 15% effective
from 2015. Except for Zixi, the statutory income
tax rate applicable to the Company’s other
subsidiaries in mainland China is 25%.

Pursuant to the PRC Corporate Income Tax Law
and its related regulations, non-PRC-resident
enterprises are levied withholding tax at 10%
(unless reduced by tax treaties/arrangements) on
dividends receivable from PRC enterprises for
profits earned since 1 January 2008. The Group
adopted the 10% withholding tax rate for PRC
withholding tax purposes during the year ended
31 December 2016.

(a) FEBEZERTHAEBIE
(%&)

Hist

0 BREREHEERABRLES
(TEBEZES ] MR RE
B AREHRARWRSEER
REELZ R SNERMAEH -

(i) HE_ZT—X"FEKZT—1F
+TZA=t+—HILEEE  &EF
BRI F N ERTRF
M 16.5% 18 o

(i) BMmEBCEERARAD A
(TEB )T AR TSR
((EFtE]) AT —HF#
ZX15%MBEABHRRAE - K
SIS AR B)E AR B A PR
B A RIZEIRE B R 265% BN FT
188

() RBEPECEMSVEREER
ER - BZEZENF-A—H
e EPRERAXAGAEPE
1 2 P R EUR A 89 FE UL iR B
10% BN FAIN TR (R FEAR IR T 1A
&,/ ZHRR) - REEREZE
ZE-RFHZA=+—ALHF
B B BTN ER A 10% Fa
BB o

ZE-AREER - FERGAERLT | 139
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(B B7T1585E ) + UAREST)

(b) Reconciliation between tax (b) BIEMAREREAHRETH
expense and accounting profit at HETHRF R
applicable tax rates:

2016 2015
—NE —RHEF
RMB’000 RMB’000
AR¥T T ARETTT
Profit before taxation B 35 A4 A 247,208 391,704
Notional tax on profit RERAN S5 ERR
before taxation, BRER KT E R
calculated at the BR T A& Al AY
standard tax rates HEHIA
applicable to the
respective tax
jurisdictions 62,007 98,725
Effect of non-deductible AT HIF S U R2 &
expenses 883 460
Effect of non-taxable BAGRRANTE
income (164) (340)
Effect of tax losses not RERBIEEBENTE
recognised 4,601 1,875
Utilisation of previously FABARERHIBEE
unrecognised tax
losses (14) (164)
Effect on deferred tax MEEHHEH—H—H
balances at 1 January HYIEAE T TR A ERAY
resulting from a T
change in tax rate - 1,031
Statutory tax concession  JATETRIER R (10,301) (14,557)
Under/(over)-provision BEFER
in prior years BErR/
(EREERE) 1,034 (562)
PRC dividend B AR S TR
withholding tax (MFE14(0))
(Note 14(b)) 5,193 16,603
Other withholding tax HAb B 2,280 1,075
Actual tax expense ERBIARR 65,519 104,146



The details of directors’ emoluments are disclosed

as follows:

Executive directors

Mr. Ziming Yang

Mr. Siu Keung Ng

Mr. Dongliang Tian (Note)
Mr. Rongain Ke

Mr. Qiang Wei

Independent
non-executive directors

M. Yung Kwok Tsui

Mr. Honghui Chen

Mr. Ming Shu Leung

Total

Note:

yEs
i
ROBRL
MRS ()
(RS o
LYk

BUFHNES
FREE
REBRE
RiiERL

it

EEHMFIERENT ¢
Salaries, Equity-settied
allowances Retirement share-based
Directors’ and benefits Discretionary ~ scheme payments 2016
fee inkind  bonuses contributions  Sub-total (note) Total
NG
it ERRE
BRR Eifata GEAR —B-#F
Ezhe  EMRN  BERAL % It (Rz) &t
RMB'000 RMB'000 RMB'000  RMB'000  RMB’000 RMB'000  RMB'000
AEETR ARMTR ARMTn AR%TR ARETR ARMTr ARET:R
324 588 - m 989 - 989
367 600 30 56 1,053 1! 1,124
72 160 - 8 240 11 251
318 549 - 24 951 55 1,006
318 615 - 2 1,016 55 1,01
312 - - - 312 - 312
282 - - - 282 - 282
312 - - - 312 - 312
2,425 2,512 30 188 5,155 192 5,347

Mr. Dongliang Tian resigned as an executive director with effect

from 1 March 2016.

G

ARRELEEE —T—RNF=ZA—BEBHENT

B=-

ZE-REER - FERGARAE
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Notes to the Financial Statements (continued)

R T ELNELC)

(Expressed in Renminbi unless otherwise indicated)

(BBTTIEHES) » UARKEZT)

6 DIRECTORS’ EMOLUMENTS 6 EEHmM e
(Continued)

Executive directors yrEs

M. Ziming Yang ey 431 801 - 87 1319 - 1319
M. Siu Keung Ng RORRE 431 754 - 68 1,253 157 1410
Mr. Dongliang Tian BRRLE 431 708 - 56 1,195 122 1317
M. Ronggin Ke B 431 620 - 56 1,107 122 1229
M. Qiang Wei FREE 431 669 - 56 1,156 122 1278
Independent BUFHGES
non-executive directors
M. Yung Kwok Toui BAEEE 294 - - - 24 - 294
Mr. Honghui Chen REELE 28 - - - 282 - 28
Mr. Ming Shu Leung B E 204 - - - 204 - 204
Total @ 3,025 3,552 - 323 6,900 523 7423
Note: Pi5E
These represent the estimated value of share options granted ZESBEREBEARRZHERAMEEHERE
to the directors under the Company’s pre-IPO share option FrElmEZEBERHMOBERENMGLEERE - ZFER
scheme. The value of these share options is measured according TR (B (B TH AR 1R B 5 1(0)i) Pk A< &2 B gt LA RR 19
to the Group’s accounting policies for share based payment AERNRRSGHETEERMEE -
transactions as set out in note 1(q)(ii).
The details of these benefits in kind, including the principal ZEBYENFE  BFEEZERREAELER
terms and number of options granted, are disclosed under the BHERESGRS [BRETE ] —BR R
paragraph “Share Option Schemes” in Report of The Directors 231 FE o

and note 23.
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Of the five individuals with the highest emoluments, A%
none (2015: two) are directors whose emoluments
are disclosed in note 6 above. The aggregate of the
emoluments in respect of the remaining individuals I

are as follows:

Fr e S EL A 57 A
RIRRFET B

Salaries and other emoluments
Contributions to retirement
benefit scheme

Discretionary bonus BB TEAL
Equity settled share-based VARR 10 B B R MO R b
payments HEENR

The emoluments of the five (2015: three) individuals
with the highest emoluments are within the following
bands:

= = E

BX &) 6T

MALH RE(ZF—1

F:MB)ESF  WENFIR LK
BT - fR NMER A LR F B AR

2016 2015
ZE-XRF —T—hHF
RMB’000 RMB’000
AR®T T AREBTT
7,581 6,692

168 89

1,233 -

149 296

9,131 7,077

B (ZF—hF: ZR)ReFMALT
HYE BT - TP

HK$1,000,000 to HK$1,500,000
HK$1,500,001 to HK$2,000,000
HK$2,000,001 to HK$2,500,000
HK$2,500,001 to HK$3,000,000
HK$3,000,001 to HK$3,500,000
HK$3,500,001 to HK$4,000,000

1,000,000/ 7T E 1,500,000 77T
1,500,001 7L E 2,000,000 7T
2,000,001 %752 2,500,000/ 7T
2,500,001 7% 72 3,000,000 87T
3,000,001 T2 3,500,000 7T
3,500,001 7% 702 4,000,000/ 7T

2016 2015
—E-XE —“E—hF
Number of Number of
individuals individuals

AEl N

2 —
1 1
1 —
1 1
- 1
ZE-REER - FERHGERLT | 143



(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

(a) Basic earnings per share (a)

The calculation of basic earnings per
share is based on the profit for the year of
RMB181,689,000 (2015: RMB287,558,000)
and the weighted average number of
711,331,000 ordinary shares (2015:
711,087,000) in issue during the year,
calculated as follows:

R—A— BB ETEB

TEBR R &
(B 5 24(c)(ii))

Weighted average number A+ —=A=+—HH
of ordinary shares Tm AR N 8
at 31 December

Issued ordinary shares at
1 January

Effect of share options
exercised (note 24(c(iii))

(b) Diluted earnings per share (b)

For the year ended 31 December 2016,
the calculation of diluted earnings per
share is based on the profit for the year of
RMB181,689,000 (2015: RMB287,558,000)
and the weighted average number of ordinary
shares of 713,584,000 shares (2015:
715,658,000), calculated as follows:

Weighted average number A+ =8 =+—H
of ordinary shares B3 3 R N S E

at 31 December

Effect of deemed issue of (R {EARIE AN AIBER ST 2]
shares under the UEREZBITROOTE
Company’s share option  (Hff£23)
scheme for nil

consideration (note 23)

Weighted average number R +—A=+—
of ordinary shares ok }Eﬂxﬂlﬂﬁéﬁi’] £
(diluted) at 31 December (%)

The effect of the Company’s share options
was dilutive for the year ended 31 December
2016.
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BREXEF

FREXRAEFTIAFEREF A
R #181,689,000t( =T — #
F: AR #287,558,0007T ) &
FROESFTEBERINEFH
£0711,331,000 (= —HF :

711,087,000% ) & FEEZFE
—F :
2016 2015
—NE —E-RF
’000 '000
T T A%
711,148 710,950
183 137
711,331 711,087
BRESER
HE-_ZT—XFt+_-_A=+—H

IHFE - SRESRFNTINFR
A AR #181,689,000 T (=&
—hF: AR 287,558,0007T)
N ps e 1528 713,584,000
% (ZZ—FR%F : 715,658,000 %)
REEFENT

2016 2015

—RE —E-hF

’000 ‘000

T T

711,331 711,087

2,253 4,571

713,584 715,658
HE-_ZT—XFt+=-_A=+—H

EFE- $“ETE%H§$ZE”ZEE%IE
BHETE



Cost:

At1 January 2015
Additions

Disposals

Transfer

Exchange adjustment

At 31 December 2015
and 1 January 2016

Addltions

Disposals

Transfer

Exchange adjustment

At 31 December 2016

Accumulated depreciation:
At1 January 2015

Charge for the year

Written back on disposals
Exchange adjustment

At 31 December 2015
and 1 January 2016
Charge for the year
Written back on disposals
Exchange adjustment

At 31 December 2016

Net book value:
At 31 December 2016

At 31 December 2015

g5
S

R_E-RETZA=1-H

HE:
R-E-15-A-H
Frik

HERE

R

RE-RET-A=1-A
R=F-7"5-A-H
Rk

HERE

JE A2

R-B—RE+-A=1-H

REFE
RE2—E+-A=1-A

R-F-1F+-A=1-H

Leasehold
improvements

RENRRE
RVB000

ARETT

11,913
13,773

8,929

12,925

20,508

Plant and
machinery

ERERAR
RMB000

ARETT

1,336
65

1406

390

5%2

801

Motor
vehicles

i
RMB000
AERTT

10,102
1,370

29

11,501

079

9

9,210
347

9
9,646
384
(265)
53

9818

1,008

1,856

ZE-REER - FERGARAE

Furniture,
fixtures and
equipment
fl - %8
e ]
RMB'000
ARETT

22,808
2,128
(666)

b

24276
736
(213

1,265
14

26,078

15,721
3,308
624)
1

18401
3310
(137)

21,579

4499

5875

Construction
in progress

ERIR
RMB000
AERTT

4311
5,39

(8,929)

778
38,608
(169)
(1,2269)

38,002

38,002

778

Total

it
RMB000
AERTR

50470
22,132
(666)

4

3481
8,538
624

12,766
15,265
(1,755)

7

56,303

57,021

2817

145



(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

146

RMB’000
AREFIT
Cost oS
At 1 January 2015, R-—_ZE—hHFE—HA—A8"
31 December 2015 and —E-—FHFE+-_A=+—AHK
1 January 2016 —F—RF—H—H -
Additions NE 23,400
At 31 December 2016 R-E—RF+=-A=+—H 23,400
Accumulated amortisation 2oty
At 1 January 2015, R-ZE—RF—H—H-
31 December 2015 and —E-FFE+-_A=+—HEK
1 January 2016 —EF—RF—H—H -
Charge for the year FRHkR 81
At 31 December 2016 R-ZZE—XRF+-A=+—H 81
Net book value BRE A
At 31 December 2016 RZE—RF+-_A=+—H 23,319
At 31 December 2015 RZZE—RF+-_A=+—H -

Interests in leasehold land held for own use under
operating leases represented the Group’s land use
rights on leasehold land located in the PRC.

At 31 December 2016, the useful life of the land use
rights was 48 years.

Cabbeen Fashion Limited + Annual Report 2016
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In June 2016, the Group entered into a three year
loan agreement amounted to RMB25,000,000 with
Fujian Yibin Properties Co., Ltd. ("Yibin"). Yinbin
is 100% indirectly owned by Mr. Ziming Yang, an
executive director and the controlling shareholder
of the Company. The loan bears an interest of 35%
above the three-year benchmark lending interest
rate as announced by the People's Bank of China.
The amount of interest income incurred during the
year ended 31 December 2016 was RMB619,000
(2015: Nil). No amounts were outstanding as at
31 December 2016.

In November 2016, the Group entered into an
agreement with Yibin to acquire the land use right
of a land and the construction-in-progress situated
on the land at an aggregate consideration of
RMB56,299,000. The Group settled the payable
by paying RMB31,299,000 in cash and offsetting
RMB25,000,000 loan owed by Yibin to the Group.
No amounts were outstanding as at 31 December
2016.

At 31 December 2016, the ownership certificates
of the Group's leasehold land with carrying value
amounted to RMB23,319,000 was in the process of
transferring from Yibin to the Group. The directors
consider the absence of valid legal title of the above
leasehold land does not materially and adversely
affect the Group's business.

RZE—RFEARA AEESEGEERE
EXERATB(TBREDIZLABAR
# 25,000,000 2 = F ERHiE - B
ERADNANITES RIERRES XA
EEBEZERE - ERIRBAFREAR
RITA 2 = FEREERE )Z35%
R HEZT—XRF+-A=+—H
LEFE EAEFNBERASEAARK
619,000 L(ZF—HF : &) - R_F
—NF+—A=+—H TEHEREER
B o

RZE—XNF+—A8  AEBEHKRER]
S WpaE o DAUREE — 0@ b R A £ b {5 PR A
RAIRZRMERTRR - BREAA
R#56,299,0007T - AEEFEBINE
AR 31,299,000 7T RIS BAE 45

RNEE 2 AR 25,000,000 TEREES
ERHE RZE—RF+_A=+—
H - WEHKREESHE -

R-ZEBE—XRFE+-A=+—H  BREIL
MAEEEEASBEREAEAARK
23,319,000 c 2 HE LT v EREE - £
RE LRSI B KA ARE
W TS EAREE 2 ERERERNTF

B/ 48R
%=

ZE-REER - FERGARLE [ 147



(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

Computer
software Others Total
EE Y Hith et
RMB’000 RMB’000 RMB’000
ARET T ARET T ARET T
Cost: A
At 1 January 2015 R-_Z—h&—HF—H 34,497 - 34 497
Addition NE 10,245 6,813 17,058
At 31 December 2015 and R-ZZ—RHF
1 January 2016 +ZA=+—HBK
—E—-RE—H—H 44,742 6,813 51,555
Additions NE 4,046 2,237 6,283
At 31 December 2016 RZZE—R
+=-A=+—H 48,788 9,050 57,838

Accumulated amortisation R E##E REEEE !

and impairment loss:

At 1 January 2015 RZE—hF—H—H 12,222 - 12,222
Charge for the year FRHIER 4,036 - 4,036
At 31 December 2015 and R-ZT—hHF
1 January 2016 +-A=+—HRK

—E-RF—H—H 16,258 - 16,258
Charge for the year FRHIBR 4,495 112 4,607
Impairment loss BIEEE - 2,125 2,125
At 31 December 2016 RN_E—NF

+-A=1t—H 20,753 2,237 22,990
Net book value: BREEE :
At 31 December 2016 RZE—RF

+=—A=+—8 28,035 6,813 34,848
At 31 December 2015 RZE—RF

+-—A=+—H” 28,484 6,813 35,297
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The amortisation charge and impairment loss
of intangible assets for the year is included in
“administrative and other operating expenses”
and “selling and distribution expenses” in the
consolidated statement of profit or loss and other
comprehensive income.

On 27 January 2016, the Group acquired a yoga
clothing business in Hong Kong from Surya
Premium Sportswear Limited (“Surya”), a company
incorporated in Hong Kong, for a consideration of
HKD3,000,000, equivalent to RMB2,566,000. Surya
is principally engaged in trading of yoga clothing in
Hong Kong.

The assets acquired and liabilities assumed as at
the acquisition date are as follows:

Trademark iz
Distribution network o EEAR LK
Identifiable assets Al RN EE
Deferred tax liabilities BELERIBEE

Net identifiable assets

Goodwill pHEE

At 31 December 2016, the Group assessed the
recoverable amounts of the acquired assets and
goodwill and as a result the carrying amount of
RMB2,125,000 and RMB780,000 of intangible
assets and goodwill respectively were written down
to Nil. An impairment loss of RMB2,125,000 and
RMB780,000 were recognised in “administrative
and other operating expenses”. The recoverable
amount is determined based on value-in-use
calculations.

AR B EFE
Total consideration settled in cash AR 4EE MK E

FRELEE#HER MRERBE
AGeBRaMEMEEBERE N
[TTER N B A& &R ] & [$HE M i
Fisc] e

RZZE—RF—A-++tH A&EH
B Surya Premium Sportswear Limited
([Surya) » —ERBBFMH LA
al) Y m AR = %5 - LB % 3,000,000
B (M E R AR ®2566,0007T ) °
SuryaEZEREBREWMRE S -

S B ERPT I & B R TR R B A A
B

Recognised values
on acquisition
WERERANER
RMB’000
ARETT

1,515
624
2,139

(353)
1,786
2,566

780

R-ZT—RE+-_A=+—8 K&EH
R WEEERFE 2 INESE -
I A it 2 Bl i BR A E A R 2,125,000
T EREE R AR®ET80,0007T 2
HEMRET - R [T R EMEER
= | RAREE2125,0007T kA R
780,000 7T ZREEE - AT B 25 )
RIEFEREETEET
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(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

The following list contains only the particulars of
subsidiaries which principally affected the results,
assets or liabilities of the Group. The class of shares
held is ordinary unless otherwise stated.

TREFIHAEEXSE - EEHAR
MHBARFE - RAREE
RSN - FTESAR B8 EmA

BEAXE

Proportion of ownership interest

RRERLELD
Place of Particulars of Group’s
incorporation issued and effective Held by the Held by the
Name of company and business paid up capital interest Company subsidiaries
AR EETR AR ARR HEAR
ARER XY HRERHE ENEE fik® filh
Cabbeen Clothing China PRC HK$50,000,000 100% - 100%
Co., Ltd* (note) el 50,000,000 7
(‘Cabbeen China’)
FEMRE (PE) BRAR ()
([+&E )
Guangzhou Cabbeen Clothing PR HK$20,000,000 100% - 100%
Co., Ltd.* (note) '? 20,000,077
BMmREREARAR ()
Guangzhou Zixi Enterprise PRC HK$8,000,000 100% - 100%
Management Co., Ltd. * i 8,000,00077
(note)
BATZRARERARAT
(&)
Guangzhou Xubin Clothing PRC RMB5,000,000 100% - 100%
Co. Lid.* (note) i ARE5,000,0007C
RMmREREARAR (M)
Fujian Zhuogao Clothing PRC RMB10,000,000 100% - 100%
Co. Ltd.* (note) i AE10,000,0007C

EREARAARAR (Hi)

Note: These are wholly foreign owned enterprises in the PRC.

* The English translation of the companies’ names is for
reference only. The official names of these companies are

in Chinese.
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Principal activities

2371 ]

Wholesale of menswear
HEER

Wholesale of menswear
HERE

Trademark holding and
retall of menswear

BRNERAREE

Retail of menswear
5528

Retail of menswear

Bt
FETE

Wit . BERRRTEIEBEDRE -



(a)

(b)

Current taxation in the
consolidated statement of

financial position represents:

PRC Corporate Income Tax * Bl {® P57

Hong Kong Profits Tax

BBHEH

Deferred tax assets and liabilities
recognised:

(i)

Movement of each component of
deferred tax assets and liabilities
The components of deferred tax
assets/(liabilities) recognised in the
consolidated statement of financial
position and the movements during
the year are as follows:

Deferred tax arising from:

W EBRELRERE

At 1 January 2015

Creattedl{charged) to
consolidated statement of
proftt or loss note 5(a)

At 31 December 2015 and
1 January 2016

Creaited fo consolidated
statement of proft or loss
(note 5a)

At 31 December 2016

AE-TETZA=1-H
» —7_ﬁ _H_E
TAGABER
(Hsts(a)

AF-EtZA=1-H

Inventory
provision

FERR
RMB 0D
ARRTT

1,304

1,304

3219
4,583

Allowances for
doubtful debts

AR
RMB 0D

I\

3489
3480

(@) #AHREFBARREKAENEAB
i
2016 2015
—E-RF —T—ARF
RMB’000 RMB’000
AR®T T ARETT
27,012 25,472
3,029 1,286
30,041 26,758
(b) ERANEZEREBEEERE
f& :
() EZMEEERAREN
BE DB E
Rira BRIk R
EERBBEE,/ (BE)
B4R X BB 0 K S R Eh an
B
PRC dividend
withholding tax
relating to the
undistributed
profits of the
Accrued Unrealised ~ Company's PRC
expenses profits subsidiaries Total
HRAL
hENELT
FATEAN
itk FEREN  PERERAR ot
RMBI000 RMB000 RMB000 RMB000
ARETT NRETT NRETTL NREFTL
12,206 4455 (2781) 13,880
(3678) 10,081 (12,603 (4,89
8528 1453 (15,384) 8984
1,503 5147 3807 17,205
10,031 19,683 (11577) 26209
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(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

(b) Deferred tax assets and liabilities (b)
recognised: (Continued)

(i) Movement of each component of
deferred tax assets and liabilities
(Continued)

* The amount included the provision
of withholding tax on profits of
the PRC subsidiaries amounting
to RMB5,193,000 for the year
ended 31 December 2016 (2015:
RMB16,603,000), and the reversal of
deferred tax liabilities on withholding
tax upon distribution of dividends
amounting to RMB9,000,000 during the
year ended 31 December 2016 (2015:
RMB4,000,000).

(i) Reconciliation to the consolidated
statement of financial position

Net deferred tax asset RERE M ERR R
recognised in the MR R
consolidated statement MIBEESFE
of financial position

Net deferred tax liability G BSARR &R
recognised in the R 2 IRIE
consolidated statement MIEB BT

of financial position
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CHEIANEEHEEERES
& &)
(i) EZEHEEEREEN
BEB DR ()
© BAEeERRE—T
—RNE+-_A=+—

BIEFE 2+ EMNS
A EDE M AEH e AN
5 A R #5,193,000
(T2 —FHF: AR
#16,603,0007T ) &
REBEEZE_ZE—RF+=
A=+—RBIFERIK
BrOBIOHELHE
ERIEEER R AR
9,000,000L( ZZF — &
F: A R #4,000,000
7o) e

(i) #HFEHBRRKER

2016 2015
—E-XRF —E-hF
RMB’000 RMB’000

AR®TR ARETTT

37,786 24,368
(11,577) (15,384)
26,209 8,984




(c)

(d)

Deferred tax assets not
recognised

The Group did not recognise deferred tax
assets in respect of tax losses of certain
PRC subsidiaries of RMB3,872,000 (2015:
RMB42,000), which will be expired in five
years, as well as unused tax losses of its
Hong Kong subsidiaries of RMB21,025,000
(2015: RMB11,298,000) which do not expire
under current tax legislation. The tax effect
on such tax losses has not been recognised
as it is not probable that future taxable profits
against which the losses can be utilised will
be available in the relevant tax jurisdiction and
entity.

Deferred tax liabilities not
recognised

Deferred tax liabilities in respect of the PRC
dividend withholding tax relating to certain
undistributed profits of the Company’s PRC
subsidiaries were not recognised as the
Company controls the dividend policy of
these subsidiaries. Based on the assessment
made by management as at the end of each
reporting period, it was determined that the
undistributed profits of RMB747,142,000
(2015: RMB602,678,000) of the Company’s
PRC subsidiaries would not be distributed in
the foreseeable future.

(c)

(d)

=

REDNIELEBEEE

AEBVWEREREHEE THEH
MBARMBEEBIEARK
3,872,000L( Z T —HF : A
K #42,0007T ) B IE & X 18 &
E EEHEEEERAFNA
HE TEEIEFTENBA
AR IR IR 1T B 5 A 51 I 4% B 2R
HRABAEREEBEEARE
21,025,000 C( ZF—HF : A
R #11,298,0007T ) > A A HH
RS EEAEEER BT AA
BE B BL A A SIS B ERT S
B W EERE B EHIEE
BHRETE -

RERWELEBIEEE

I R AR B BB A A
WA TR IRE F A B8 B
EEMEMNELEHEBEEE  RE
BAREIEHIZENB A TAKR
BHE - HBEEENSREH
EREELMR - EREARR
7] BB B A B R 9 R & B A
R #747,142,000t( =& — A
& AR¥602,678,0007T) # T~
A RIGRDIK ©
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(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

(@ Inventories in the consolidated statement of
financial position comprise:

Raw materials JE M
Finished goods RIRK S

(b)  The analysis of the amount of inventories
recognised as an expense and included in
profit or loss is as follows:

Carrying amount of
inventories sold
Write down of inventories 17 & U
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BEHEFENREE

RAEMBIRRNTFERRE

2016
—E-RF
RMB’000
AR¥T T

21,652
307,161

328,813

2015
—E—hF
RMB’000
ARET T

4,132
262,633

266,765

ERRAX L ABENFES

BT

2016
—E-REF
RMB’000
AR®T T

604,829
13,169

617,998

2015
—E—hF
RMB’000
ARET T

730,032
5215

735,247



Trade receivables
Bills receivable
Allowance for doubtful debts

Trade and bills receivables
Prepayments to suppliers

Other deposits, prepayments
and receivables

B Z MR
e
R

B Z M IE M R R
A R TR R

Hipiz e - BNFIER
JE W IR

2016 2015
—g-x%| —T-n%
RMB’000 RMB’000
ARBFR|  ARETR
388,515 270,199

- 105,000

(13,957) -
374,558 375,199
12,432 12,994
78,096 97,724
465,086 485,917

All of the current trade and other receivables
are expected to be recovered or recognised as
expense within one year, except for the Group’s
deposits which are expected to be recovered after
more than one year. Such deposits amounted to
RMB6,398,000 as at 31 December 2016 (2015:
RMB8,178,000).

The Group accepts bank acceptance bills from
major banks in the PRC for settlement of trade
debts. The management considered that the risk
of these bills relates substantially to credit risk.
Accordingly, when these bills were transferred
by either discounting or endorsement, they
were derecognised as a financial asset. At 31
December 2016, the Group transferred bank
acceptance bills totalling RMB321,810,000 (2015:
RMB324,600,000), and derecognised them as
financial assets. These bank acceptance bills
mature six months from the date of issue.

FTEBRVEIE 5 & H b R U GRIB I BB 1
—FRREIKER AR - RN
BB —FRNEARNEERNIZESERIN -
R-ZEBE—RFE+-A=+—"8  %5%
T ABAREB,39800L(=—FE—H
F: AR¥S8,178,0007T) °

AEEREEEZFEEEZMNTREER
ITHRITERRLERE - BERERAZER
BHRREFZHEERRERH - ALt
ERERREBAANEEEER - &
EERDRIERAEREE - NZZ
—RNF+ZA=+—8 ' rEEEH
R A ANRE321,810,000L( =&
— R & AR #324,600,0007T) &R
TERRER URIFEREEE/ME
E o REIRITEAREEB BT H R
NEAEIE o
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(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

Bills receivable as at 31 December 2015 amounted
to RMB105,000,000 were all commercial
outstanding acceptance bills, among which,
RMB50,000,000 has been transferred to bank
by discounting. However, as the transferee had
recourse to the Group in case of default payment
by the Group’s customer, which is the issuer of this
commercial acceptance bill, the Group had not
derecognised this bills receivable.

(a) Ageing analysis
Included in trade and other receivables are
trade and bills receivables with the following
ageing analysis based on invoice date and
net of allowance for doubtful debts as at 31
December 2016 and 2015 are as follows:

=fEA AR
=fEA R EREARA

Within 3 months

More than 3 months but
within 6 months

More than 6 months but
within 1 year

NE R A £ —F AR

Trade and bills receivables are due within
90-270 days from the date of billing. Further
details on the Group’s credit policy are set
out in note 25(a).
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R-ZE—RAFE+_A=+—HHEK
Z i # A R 105,000,000 701 A K &
HEAEALERE  Hb - BEARK
50,000,000 7T 2 B B AR IR # 5 T IR1T ©
AT AREAEBERF (Bl i &
REBEBHTAN)BEINEONER
T REAHAEBBERE A%
E W ARER RN E IR -

(@) HRERDHT
RZEBE—RNER—_ZE—RF+=
A=+—Hit \BEZ R HAEI
RIERE 5 WG E & E R E &
MR RRBERBEEEH BN

BRI DTN T
2016 2015
—E-RF —ET—RF
RMB’000 RMB’000
AR®T T AREET T
251,480 365,909
73,339 9,260
49,739 30
374,558 375,199

BB BREREERNAE
HEJFEET0E 270 HNEIH - B
AAEEEERENE—TFE
AT 25(0) ©



(b)

Impairment of trade and bills
receivables

Impairment losses in respect of trade and
bills receivables are recorded using allowance
account unless the Group is satisfied that the
recovery of the amount is remote, in which
case the impairment loss is written off against
trade and bills receivables directly (note 1(k)).

The movement in the allowance for doubtful
debts during the year, including both specific
and collective loss components, is as follows:

At 1 January
Impairment loss recognised
Uncollectible amounts written off

At 31 December

At 31 December 2016, trade debtors and
bills receivable of RMB22,494,000 (2015: Nil)
were individually determined to be impaired.
The individually impaired receivables related
to customers with aging over 270 days and
management assessed that only a portion of
the receivables is expected to be recovered.

(b) EZEWFEREREEN
e
BAE S RUGRIE M EREIERRN
BEEERBERABEREAR
Br IE AR £ B R A U B ZRIB AY AT BE
MRIE - EIER NRESBE
BERESRNFIEREREES
WEs (FIsE1(k) ©

FRZREBREZE (BIEMEHR
RAREEED)WT

2016
—EB-KE
RMB’000
AR¥F T
»—HA—H -
BERBEEE 13,957
T A] Uk [B] 3R0E -
Nt+_A=+—H 13,957

RZE—RFE+=—A=+—8"
ZoRKERREREEARK
22,494,000 (= F—HF : &)
BENEETARE - AXFEH
B JE(E B R (E 2 FE W RIE 2 BR R
ThiBiE270 H B E B BT 188
Er eS8 UK IR o
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(c)

Trade and bills receivables that
are not impaired

The ageing analysis of trade and bills
receivables that are neither individually nor
collectively considered to be impaired are as
follows:

Neither past due nor K EA N RE
impaired
Within 3 moths =EANA

BERNE+ @A

6 to 12 months past due

Receivables that were neither past due nor
impaired related to a wide range of customers
for whom there was no recent history of
default.

As at 31 December 2016, receivables that
were past due but not impaired relate to
an independent customer that has a good
track record with the Group (2015: one,
related to an independent customer that has
ceased trading with the Group). Based on
past experience, management believes that
no impairment allowance is necessary in
respect of the balance as there has not been
a significant change in credit quality and the
balance is still considered fully recoverable.
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WHRRAENEZERRER
i E 2

I AR Bl Sk B B8 E R A IR
BERE S RIS K ERZER
BRI DT T -

2016 2015
= i
RMB’000 RMB’000
AR®T R ARBTT
365,477 375,169
544 -

- 30

366,021 375,199

7R 780 B 7 R (B ) B UK R TR TS B
MEAY EH R CNEREFE

R—ZE—R"F+ZA=+—8"
E B HME SR E /) FE YR IR Y
—RENEEA R E R
BURPEB(ZZE—1E: —
ZEBEASERILEZERNE
VEFAR)  REBETER
HAEEERTESAES - M
BRARIDRR AT 28KE -
WEEEREHANE BERE
HRERAE -



As at 31 December 2015, the Group invested in
one principal-guaranteed wealth management
product issued by a bank in the PRC with principal
amount of RMB10,000,000, which was matured on
4 February 2016.

As at 31 December 2016, the Group invested in
one principal-guaranteed wealth management
product issued by a bank in the PRC with principal
amount of RMB21,400,000, which was matured on
6 February 2017.

Bank deposits have been pledged as security for
bills payable (note 21) and bank borrowings (note
20). The pledged bank deposits will be released
upon the settlement of relevant bills payable and
bank borrowings.

(@) Cash and cash equivalents
comprise:

Cash at bank and on hand HR1TIFER KL FERE
Other deposit HAMFmR

Cash and cash equivalents T4RE BIFSRR A
in the consolidated ReRRESEED
financial position

At 31 December 2016, cash and cash
equivalents placed with banks in the mainland
China amounted to RMB190,152,000 (2015:
RMB288,600,000). Remittance of funds out
of mainland China is subject to the relevant
rules and regulations of foreign exchange
control promulgated by the PRC government.

R-ZT—RFE+-_A=+—H K&EH
WE—IHH KPR ERITEITHRAR
BYER  ~&£58A AR 10,000,000
T BERZE—RNF - AEHEEIHE -

R-ZT—XRE+-_A=+—H K&EH
WE—IHH KPR TR TR RAR
BYER  ~&8AARM 21,400,000
T BERZE—tF _HA/NHEIE -

RITFREBRERENRE (HE21)
RARFTE R (M EE20) B HELR - BT
RITFRENEERRRNEER LR
TEFRIR AR R

() RERRSSEYERE:

2016 2015
—E-REF —T—1F
RMB’000 RMB’000

AR®TR ARETT

213,474 294,543
9,411 -
222,885 294,543

RZE—RFE+A=+—8H"
FERPEANMIRITAHRS IR
S EEW A AR 190,152,000 7T
(ZZ—Hh%F : AR¥288,600,000
TC) > BB RME N E S EE
<F AR B BT 2B 44 9 9 1NEE % 1) Y
FARBISERR ©
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(Expressed in Renminbi unless otherwise indicated)

(B ZB7T158Z 51 LA RBEZT)
(b) Reconciliation of profit before
taxation to cash generated from
operations:
Note
LiEs
Profit before taxation BRA AT A
Adjustments for: PR
Depreciation e 4(c)

Amortisation of
intangible assets

BEEESE 40

Amortisation of lease MEFERFRIE
prepayments s 4(0)
Impairment for goodwill EERE 4(c)
Impairment loss of wmEERE
intangible assets &8 4(c)
Finance cost AE R AR 4(a)
Net foreign exchange loss N 518558
Interest income FEUA 3
Net loss on disposal of HEME - KE
property, plant N 1R
and equipment HEE 3
Net fair value gain on BN ERABR
financial assets at fair K Bl E E R
value through profit or loss ~NHEFRE 3
Investment income on At HESRE
available-for-sale BEM
financial assets FEWRA 3

Equity settled share-based #E x4t E ARG &

operations

payment expenses EMHONREALZ  4b)
Changes in working capital: &% & & &
Increase in inventories FEEM
Decrease/(increase) in B 5 N EM U
trade and FIERALD
other receivables (3h0)
(Decrease)/increase in B 5 N EAMFERS
trade and FIE R,
other payables N
Cash generated from KEEBFERS
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(b)

BREL AT SR B AR E R PG

BEMHR

2016
—REF
RMB’000
ARET R

247,208

15,265
4,607

81
780

2,125
5,848
73
(14,577)

2,174

(374)
530

(62,048)

13,101

(148,486)

66,307

2015
—HEF
RMB’000
ARBTT

391,704

8,638

4,036

3,137
9,133
(23,027)

(563)

(1,399)
1,507

(161,741)

(213,705)

137,733

155,358



As at 31 December 2016, the Group’s bank
loans were secured by pledged bank deposits of
RMB82,000,000 (2015: RMB205,412,000) (note
18).

Certain of the Group’s banking borrowings amounted
to RMB67,095,000 (2015: RMB170,479,000)
are subject to the fulfilment of covenants relating
to certain of the Group’s statement of financial
position ratios, as are commonly found in lending
arrangements with financial institutions. If the Group
were to breach the covenants, the drawn down
facilities would become payable on demand. The
Group regularly monitors its compliance with these
covenants. As at 31 December 2016, none of the
covenants relating to drawn down facilities had been
breached.

On 24 November 2016, a three-year term loan
facility of HK$350,000,000 was offered by a bank
to the Group. Pursuant to the facility, the controlling
shareholder shall maintain his equity interest and
voting rights in the Company at a certain level. A
breach of this undertaking would result that the
drawn down facilities and interest would become
payable on demand. The Group regularly monitors
its compliance with these covenants. Further details
of the Group’s management of liquidity risk are set
out in note 25(b). As at 31 December 2016, nil of
the facilities was drawn down.

N-ZZE—-—RE+-_A=+—H0 K&
EMRITERUBEFRTERAR
#82 000,000 (—FE—HE : AR
205,412,000 7T ) {EHE IR (F95E18) ©

REEAEB AR 67,095,000 (=F
—FHF: AR¥170,479,0007T) B &
TRITERBEXNETEBASEY
Bk R ENRE - BARLNE LR
B EEENERLH - WAEEER
24 - iR & BNAK A T BE RS Sk (E
B AEBTEHERZERYNETE
MeMR—BE—RF+-_A=+—8" I
MEREBIRNEENRL -

R-ZE—RF+—A=-+WMA - —HR
77 1A AR 5 B 42 £ — 28 350,000,000 7% 7T
C—FHERRE BEBEZRE  E
PEAR SR AN A B) 2 B R 4% B i e 4%
FE—EKF - B RIARE  BERE
KENERRZBERFE - XEEE
HRESIE H B PR SR 2 B0 - AR
SEEBERDECRR ZFBEHNMH T
250) c RZE—RFT+HA=+—8"
WEZEUTAIRE -
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Trade payables B S ENFIR

Bills payable (note (a))

Trade and bills payables (note (b)) & % ERFIE K

e =45 (B7E (b))

Receipts in advance TEWGRIB
Other payables and accruals

All of the trade and other payables are expected to
be settled or recognised as income within one year
or are repayable on demand.

(@ Bills payable as at 31 December 2016
were secured by pledged bank deposits of
RMB157,068,000 (2015: RMB222,963,000)
(note 18).

(b)  An ageing analysis of the trade and bills
payables based on the invoice date is as
follows:

Within 3 months =B AR

More than 3 months but =B A LA_E/X{E A AR

within 6 months

More than 6 months but 7~ EA BA_E—F AR

within 1 year
More than 1 year —FNUE
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FE 1R (FRE (a))

HAb R RIE K fEET B

2016 2015
—E—XRE —ET—RF
RMB’000 RMB’000
ARET T ARETF T
66,036 112,324
336,049 461,443
402,085 573,767
21,903 24,319
131,708 106,096
555,696 704,182

FA 8 5 N Bt A FORTERT 7 —4F
NEEB RIER R BA AR ERIEIE

@ ZE—RFET+A=T—HHE
NEBEUBEIFRITERARE
157,068,000 L(ZZ—H%F : A
R # 222,963,000 7T ) 1E 5 1 (B
$T18) ©

b)) EBHEMFELENRBERER
SRHMREDITIT

2016 2015
—®-A%F| —T-nF
RMB’000 RMB’'000
ARMTR| ARETE
211,181 275,060
188,976 298,382
1,862 305

66 20
402,085 573,767




Defined contribution retirement plans

The PRC subsidiaries of the Group participate in
defined contribution retirement benefit schemes (the
“Schemes”) organised by the PRC municipal and
provincial government authorities whereby the PRC
subsidiaries are required to make contributions at
the rate of 13% to 21% of the eligible employees’
salaries to the Schemes. The Group has accrued for
the required contributions which are remitted to the
respective local government authorities when the
contributions become due. The local government
authorities are responsible for the pension
obligations payable to the retired employees
covered under the Schemes.

The Group also operates a Mandatory Provident
Fund Scheme (the “MPF scheme”) under the
Hong Kong Mandatory Provident Fund Schemes
Ordinance for employees employed under the
jurisdiction of the Hong Kong Employment
Ordinance. The MPF scheme is a defined
contribution retirement plan administered by
independent trustees. Under the MPF scheme,
the employer and its employees are each required
to make contributions to the plan at 5% of the
employees’ relevant income, subject to a cap
of monthly relevant income of HK$30,000.
Contributions to the plan vest immediately.

The Group has no other material obligation for
the payment of pension benefits beyond the
contributions described above.
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(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

The Company adopted a share option scheme on
28 October 2013. On 28 October 2013, 8,520,000
share options were granted under the share option
scheme whereby the directors of the Company
invited a distributor and certain employees of the
Group, including certain directors of the Group, to
take up share options at consideration of HK$1
(equivalent to RMBO0.792 at the date of grant). Each
option entitles the option holders to subscribe one
ordinary share of the Company.

(@) The terms and conditions of the
grants are as follows:

Date granted Vesting period Exercise period
RitiAH HRH T8

28 October 2013 28 October 2013 to 28 October 2014 to
ZE-=F+AZ+AB 27 October 2014 8 October 2023

RANFR - ZBE—=F+A -+ N\BE

M- EBRERTE - N F

=F+

AZ+N\B - EREEREFTSED
8,520,000 7 B 1 - &L - AR AIE
ERFELAEE— B EEEAETESR
(BREAEEETES) URE1BE LR
RO BHEE R AR 0.792 70) B i
IeiE - G BREREBRERE AR
BN E) TR -

“Z-ZE+A-t\RE ZE-WETA-t+N\BZE

ZE-ME+A-+H+E ZEZ=£1ANB
28 October 2013 to 28 October 2015 1o
27 October 2015 8 October 2023

“E-=f£+A-t\BE ZE-RETA-tN\BZE

“E-RETA-tHR ZEZ=Ft+A)E
28 October 2013 to 28 October 2016 to
27 October 2016 8 October 2023

“Z-=FtA-t/\BE ZE-~EtA-tN\BE

“E-XEFA-+HHR -E-ZE+ANR
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(@) BFRARENHERREGW
T :
Options granted
EU T AR ERE
Employees and
Directors a distributor Total
EER—%
i 78 st
’000 ’000 '000
T T T
900 1,656 2,556
900 1,656 2,556
1,200 2,208 3,408
3,000 5,520 8,520



(a)

(b)

The terms and conditions of the
grants are as follows: (Continued)

Pursuant to the rules of the share option
scheme, options will lapse when the grantee
ceases to be an employee of the Group
for reasons other than death, permanent
disability, retirement and transfer of
employment to related parties, or terminates
the business with the Group.

The number and weighted
average exercise prices of share
options are as follows:

The shares options outstanding as at
31 December 2016 totalling 7,189,000
(2015: 8,091,000) had an exercise price of
HK$2.024 (2014: HK$2.024) and a weighted
average remaining contractual life of 6.8
years (2015: 7.8 years). As at 31 December
2016, 7,189,000 share options became
exercisable (2015: 5,112,000). 330,000 share
options have been exercised during the year
ended 31 December 2016 (2015: 198,000).
572,000 share options have been lapsed as
four grantees (2015: one) resigned from the
Group during the year (2015: 231,000). The
weighted average share price at the date of
exercise for share options exercised during
the year was HK$2.59.

(a)

(b)

=

BERENERRREED
™~

RIBMERBET SRR - iR
ARG -~ KARE - RIKN
BERB T AN REMAB A
AR B B el H & I EREE
X755 - QIR SRR -

BREZE RMEFEHITE
BT :

RNZE—R"F+ZA=+—8"
& #7,189,000( = & — &
% : 8,091,00017 ) 1 ARITIE B AR
EMTHEEA2024EBTL(ZF
— DU 2,024 7T) - HNAEF
HHTEHNFHAR68F(ZE
—HF:78F)  RZE—RF
+=—A=+—H " 7,189,00013
BRETFOE(ZE—RF
5,112,00017 ) » 330,000 1% & I&
EEREBEE-_Z—X"F+_A
=+ —HLEFEAFE(ZE—1
£ :198,000173 ) ° % A572,000
MERERNZARA(ZE
—EF: —R)BHEAEEM
LR =T — R F 231,000
) FRETEBERERITE
H EREY hfE I AR B 2,597 7T ©
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(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

(a) Movements in components of (a) HREZIPDEE
equity
The reconciliation between the opening and REBIGRERESHBOHNFI R
closing balances of each component of the FREGOERSANG SR
Group’s consolidated equity is set out in the kK o ARRIERER D RF
consolidated statement of changes in equity. MEFEOEEFIFHIN DT -

Details of the changes in the Company’s
individual components of equity between the
beginning and the end of the year are set out

below:
(Accumulated
losses)/
Share Share Capital  Exchange retained
Company capital  premium reserves reserve profits Total
(BHEE)/
9] Bx  RGEE  &5RE  EXRE  REEN &3t
Note  RMBOOO ~ RMBOO0  RMBOOO  RMBOO  RWMBOO0O  RMBIOOO
B ARETT  ARMTT ARETR  ARETR  ARBfR  ARETR
Balance at 1 January 2015~ W=3-BE-A-ANEH 5578 199510 3771 3627 (8490) 183,99

Changes in equityfor 2015: ~ —B-REHERED:
Totd compehensieincome. ERREMESE

for the year - - - 3,707 [4.677) 970)
Sharesissued under share FEEREERARD

option scheme 24(c) 2 458 (139) - - 2
Eouiy setfled share-based BREEIRNBRRNRS

fransactions - - 1,007 - - 1,507
Dividends declared EERRE 24b) - (10764 - - - (110764

Balance at 31 December 2015 R=F-EE+=A=1-A

and 1 January 2016 R=§-7§-A-RikH 9 5,580 89204 5,139 8% (3167 74090
Changesinequityfor2016; ~ —B-AEHERED:
Total comprehensive income ERPEYHAE

for the year - - - 3,451 94,797 98,248
Shares issued under share REEREERARN

option scheme 24(c) 3 811 (249) - - 569
Eouiy setfled share-based EaEEIRNBRENRS

transactions - - 530 - - 530
Dividerds decred SR 4y - B T B TR

Balance at 31 December 2016 M=S-~ETZA=T-ANER 2 5,583 471 5424 1,168 61630 78517
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(b)

(c)

Dividends b) B2
Subsequent to 31 December 2016, the RZE—R"FTZA=+—H1& "
directors proposed a final dividend of EEEBRBERAREERE A
HK$0.05 (2015: HK$0.09) per ordinary fR0.05BL(ZFE—HF : 0098
share, amounting to RMB31,824,000 7T) - & AR ®31,824,0007T
(2015: RMB53,342,000). The final dividend (ZZE—H%F : AR¥53,342,000
proposed after the end of the reporting period JL) o R EHASRIE EAIRE R
has not been recognised as a liability as at R BN AERB T —RFT=
31 December 2016. A=+—Hamafk-
Interim dividend of HK$0.068 per ordinary KRARRZE—RFENA—HE
share, amounting to RMB41,578,000, was KR ER AR B IR R AR 0.068 78
declared by the Company on 1 August 2016. TC B AR 41,578,000 7T °
The amount was fully paid on 31 August EBRAFBER_ZE—F/\AH
2016. =+—HA2BPXfT o
On 30 July 2015, the Company declared a RZZE—RAFEA=+H"  &AQ
dividend of RMB59,677,000. The amount A= kK& B A R 59,677,000
was fully paid on 14 August 2015. Lo BEBRBEERZZE—AFN
A+ImBEEE -
Share capital (c) B
() Authorised and issued share () ZEERSRITRE
capital
2016 2015
ZE-XF “I-1f
No.ofshares ~ HK$'000  RMB'000 No.ofshares ~ HK$'000  RMB'000
KGR  TEn  ARETR khgE  TEr ARETR
Authorised: EE
Ordinary shares of BRAEGO AT
HK$0.01 each LERR 10,000,000,000 100,000 79,208 | 10,000,000,000 100,000 79,208
Ordinary shares, issued ~ EETHRERR
and fully paid:
At1 January R—A-H 711,148,000 7,112 5,580 710,950,000 7,110 5578
Shares issued under share  IREBRER BB TR
option scheme (Wt 24(0)i)
(note 24(c)(i) 330,000 3 3 198,000 2 2
At31 December WT=A=1-H 711,478,000 7,115 5,583 711,148,000 7,112 5,580
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(Expressed in Renminbi unless otherwise indicated)

(B A 77589 E )

(c)

F UAREST)

Share capital (Continued)

(i)

(ii)

(iii)

Authorised and issued share
capital (Continued)

The equity shareholders are entitled
to receive dividends as declared from
time to time and are entitled to one
vote per share at meetings of the
Company. All ordinary shares rank
equally with regard to the Company’s
residual assets.

Terms of unexpired and
unexercised share options at
the end of the reporting period

Expiry date
3HAE

8 October 2023 -z

Share issued under share
option scheme

During the year ended 31 December
2016, options were exercised to
subscribe for a total of 330,000
(2015: 198,000) ordinary shares in
the Company at a consideration of
RMB569,000 (2015: RMB321,000),
of which RMB3,000 (2015:
RMB2,000) and RMB811,000 (2015:
RMB458,000) were credited to
share capital and the share premium
account respectively. The amount of
RMB245,000 (2015: RMB139,000)
was transferred from the capital
reserve to the share premium account
in accordance with policy set out in
note 1(q).
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“=F+AN\H

() B&(#)

(i)

(ii)

Exercise price

T8
HK$2.024 7T

(iii)

EERCBITRAR(E)

= Hx%ﬁT%EH&ZHXTH

KRS - WHEERSR
H%ﬁf%?ﬁ AR AE £
B—F - AT EBRRA
REFHEEZHREH

fif o

P8R 45 R 1 R 2
MR ERTENBERE
£5H

2016 2015
—RNE| Z2—1#E
Number Number
(| 28
7,189,000 8,091,000
REBRETTSIBRTR
ﬁ}

_+ Eutir“ ESRES
% AR 7 3R B8 & ££330,000
(=ZF—FHF : 198,000
B)XRQARIEBRKR K
B & A R 569,0007T
—TE—RF: ARK
321,0007T ) - R AR
#3000 ( T —FRHEF:
AR #20007m) X AR
#¥811,000c( = F — A
¢ AR#458,00070) B
DRIEF AR AR D & E
iR - BELA R 245,000
T(ZE—HF: AR
139,0007T) MR E R IR
MIsE1(Q FTE SR B & AR
AEEREERMRER -



(d)

Nature and purpose of reserves (d) RBENHEERAR
() Share premium i) BHHEE
Under the Companies Law of the BERSHEARE K
Cayman lIslands, the funds in the RAIEMEER ENES
Company’s share premium account A 7K TRRE - Al TE b=
are distributable to the shareholders EREERREREERZ
provided that immediately following the & KR 71}37% jﬂE H
date on which the dividend is proposed BEKBERFEIER
to be distributed, the Company will g °
be in a position to pay off its debts as
they fall due in the ordinary course of
business.
(i) Capital reserve (i) ERREE
Capital reserves comprise the BERNFEBEEATIES :
followings:
2016 2015
—RF —T—hfF
RMB’000 RMB’000
AR¥T T ARETTT
The Group AEE
Equity settled share-based # s 45 & AR 74
transactions (Note 23) W32 5 (3£ 23) 5,285 5,000
Avrising from reorganisation BEE/HEES
(notes (i) and (ii)) (PR G) B i) 37,493 37,493
42,778 42,493
The Company ¥ /N
Equity settled share-based #mAs & ARG &
transactions (Note 23) W32 5 (3£ 23) 5,285 5,000
Avrising from reorganisation FEIEE4H 2 4 (P& (i)
(note (ii)) 139 139
5,424 5,139
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(Expressed in Renminbi unless otherwise indicated)

(BRBTT1EHES) - UAREZT)

(d)

Nature and purpose of reserves

(Continued)

(i)

Capital reserve (Continued)

Note:

M

On 18 May 2009, the controlling
shareholder sold his entire equity
interest in Cabbeen China to Cabbeen
China Investments Limited (“Cabbeen
Investments”), so that Cabbeen
Investments became the holding
company of Cabbeen China. The
consideration for the transaction was
RMB11,200,000. The difference of
RMB37,354,000 between the initial
cash consideration and the capital of
Cabbeen China was recorded as a
capital reserve.

On 31 July 2012, the Company issued
and allotted 100 shares with par value
of HK$0.01 each as a consideration to
purchase the entire issued share capital
of Grandfull International Holdings
Limited (“Grandfull International”) and
Cabbeen International Holdings Limited
from the controlling shareholder. The
difference of RMB139,000 between
the purchase consideration and the
share capital of Grandfull International
and Cabbeen International Holdings
Limited was recorded as an increase
of shareholder’s contribution in capital
reserve.
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(d)

RENEERAR @)

(ii)

ERGE(E
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RZZZAFHRA+TN
B ERBREHEEAR
ERENHRELE
FTREGBEREARA
AIRERED MK
ERBEXNAREFREN
BRAR - XX HHR
{8 % A B ¥#11,200,000
T mNBEEREELR
EFEEAFEBNZEA
[ ¥ 37,354,000 7T 5t A
B -

RN—E—=—Ft+ A=+
— B ARAEITRE
Z%100 0% & fx ™ 50.01
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(d)

Nature and purpose of reserves
(Continued)

(iii)

(iv)

Statutory reserve

As stipulated by regulations in the
PRC, the Company’s subsidiaries
established and operated in the
mainland China are required to
appropriate 10% of their after-tax-
profit (after offsetting prior year losses)
as determined in accordance with the
PRC accounting rules and regulations,
to the statutory surplus reserve until
the reserve balance reaches 50% of
the registered capital. The transfer
to this reserve must be made before
distribution of profits to parent
companies.

The statutory reserve can be utilised,
upon approval by the relevant
authorities, to offset accumulated
losses or to increase capital of the
subsidiary, provided that the balance
after such issue is not less than 25%
of its registered capital.

Exchange reserve

The exchange reserve comprises all
foreign exchange differences arising
from the translation of the financial
statements of operations outside
mainland China which are dealt with
in accordance with the accounting
policies set out in note 1(u).

d) RENEERRBRG@E

(iii)y SEEREE
RHRBERERBEE AR
TR B AR L R E
WM ERRABH LB EH
SR REREE R
R (IR ST F 518
B)RH10%BEAETER
BiEE EEREESE
FME AR B50% A 1F o B
AT ZEEAERRE QT
KR M BT HETT ©

EERET RS E
%77 A SE R AT B8
KIL I B AR E A -
R BB RENERT
FIERE M EARR25% ©

(iv) ERGEE
[E X HERERRE R E
RIHb 58 ON 3 75 B 7 R 3k
EEMATAINEZEE - It
BME TR M 1) TS
SEBURRIE ©
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(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

(d)

(e)

Nature and purpose of reserves
(Continued)

(v) Distributability of reserves

At 31 December 2016, the aggregate
amount of reserves available for
distribution to equity shareholders of
the Company was RMB72,934,000
(2015: RMB68,510,000). After the end
of the reporting period the directors
propose a final dividend of HK$0.05
(2015: HK$0.09) per ordinary share
(note 24(p)).

Capital management

The Group’s primary objectives when
managing capital are to safeguard the
Group’s ability to continue as a going
concern, so that it can continue to provide
returns for its equity shareholders and
benefits for other stakeholders, by pricing
products commensurately with the level of
risk and by securing access to finance at a
reasonable cost.

The Group actively and regularly reviews and
manages its capital structure to maintain
a balance between the higher shareholder
returns that might be possible with higher
levels of borrowings and the advantages and
security afforded by a sound capital position,
and makes adjustments to the capital
structure in light of changes in economic
conditions.
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(d)

(e)

RENMEERBAR @)

(v) f#EENDIKEE
R—ZZE—RNF+=A
=+—H8  J#EDIERFAE
NRETBREROREHR
% &5 A R 72,934,000
T(ZE—RF: AR
68,510,0007T) ° R ¥R HA
HERE  BEFRFBRNTRK
Bl B S AR &M 0.057%8
T(ZZ—FHF 0098
70) (MY E 24(b)) °
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(e) Capital management (Continued)

The Group monitors its capital structure with
reference to its debt position. The Group’s
strategy is to maintain the equity and debt
in a balanced position and ensure there are
adequate working capital to service its debt
obligations. The Group’s debt to asset ratio,
being the Group’s total liabilities over its total
assets, at 31 December 2016 was 42%
(2015: 52%).

Neither the Company nor any of its
subsidiaries are subject to externally imposed
capital requirements.

Exposure to credit, liquidity, interest rate and
currency risks arises in the normal course of the
Group’s business. The Group’s exposure to these
risks and the financial risk management policies and
practices used by the Group to manage these risks
are described below.

(@) Creditrisk
The Group’s credit risk is primarily attributable
to trade and other receivables, deposits with
banks and available-for-sale financial assets.
Management has a credit policy in place
and the exposures to these credit risks are
monitored on an ongoing basis.

(e) EBEXREHEH#)

AEBR2REBBBRERER
3 - AEBARE2RITERS
BEFNEETE  BRELH
EBEBESYMER - RNZZE—R
F+-A=1+—8 AEEHNE
BEELXR(AAEEMNRERE
BRULABREEMSLLE) B42% (=
T—HF :52%) °

RRBREEFMBARHTF
SN DNV E AR HRTE PR 1

AEEREEEEBRETELEE R
HED  MERLEERER - TXHAKR
£5 18 10 [ 2% 55 L B O A0 R AN S B 8 32
% 5 R\ P ER A 0 & bR B TR UK
EHY

(@) EERKE
AEBENEERRTERBEES
N H b U FRIA ~ SRITFE R A
HEECHEE EEECER
EERR  UHEBERZEEE
[R Bz o
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(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

(a)

Credit risk (Continued)

(i)

Trade and other receivables
Credit evaluations are performed on
customers requiring credit terms. These
evaluations focus on the customer’s
history of making payments and current
abilities to pay and take into account
information specific to the customer as
well as to the economic environment.

The Group’s exposure to credit risk
is influenced mainly by the individual
characteristics of each customer and
therefore significant concentrations
of credit risk primarily arise when
the Group has significant exposure
to individual customers. As at 31
December 2016, 26% (2015: 24%)
of the total trade and bills receivables
were concentrated in one customer,
and 61% (2015: 58%) of the total
trade and bills receivables were
concentrated in five customers of the
Group.

The maximum exposure to credit risk is
represented by the carrying amount of
each financial asset in the consolidated
statement of financial position after
deducting any impairment allowance.
As at 31 December 2016, the Group
does not provide any guarantees
which would expose the Group to
credit risk.

Further quantitative disclosures in
respect of the Group’s exposure to
credit risk arising from trade and other
receivables are set out in note 16.
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(a)

Credit risk (Continued)

(i

(ii)

Trade and other receivables
(Continued)

As at 31 December 2016, the Group
had transferred bank acceptance bills
totalling RMB321,810,000 (2015:
RMB324,600,000), which were
derecognised as financial asset. The
transferees have recourse right to the
Group in case of default by the issuing
banks. In such cases, the Group
would have to repurchase these bank
acceptance bill at face value. These
bank acceptance bills mature six
months from respective dates of issue
and the Group’s maximum loss in case
of default are RMB321,810,000 (2015:
RMB324,600,000) as at 31 December
2016.

The Group accepts bank acceptance
bills issued by major banks in the
PRC and considers that the credit risk
associated with such bank acceptance
bills to be insignificant.

Deposits with banks

The Group mitigates its exposure to
credit risk by placing deposits with
financial institutions with established
credit rating. Given the high credit
ratings of the banks, management
does not expect any counterparty to
fail to meet its obligations.

(@ FERKE)

(i) EZRHMEKRE
(4&)
RZZE—-—XR"FE+=ZA
=+—8 AEEBEEZ
RITEREBEHARK
321,810,000 (=ZZE—H
F: A R 324,600,000
TL)ERIEERAEESHBE
E o WEEIRITEL &
BAHAEERERRE -
FRBERT  XEBHT
BT EHEERERZFRT
EHEE - ZFRITEAR
EEBEZEMETAR
REET/SME A BIER - a0
MEHN AEEBR_F
—ANE+ZA=1+—H%
XHEANBEARARK
321,810,000 (=& —H
F: A R 324,600,000
TT) °

AREBEZAPEETERT
HAMRTARER - I
RRRZFRITEAHER
ERENEERRLTEX -

(i) SRITER
REEBEBEEENRE
ENSREETIORES
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£
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(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

(a)

(b)

Credit risk (Continued)

(iii) Awvailable-for-sale financial

assets

The Group entered into certain wealth
management products with banks
during the year ended 31 December
2016. The management considers that
the counterparties are the banks with
high credit rating and, therefore, the
default risk is remote.

Liquidity risk

Individual operating entities within the
Group are responsible for their own cash
management, including the short term
investment of cash surpluses and the raising
of loans to cover expected cash demands,
subject to approval by the management and
directors when the borrowings exceed certain
predetermined levels of authority.

The Group’s policy is to regularly monitor
its liquidity requirements and its compliance
with lending covenants, if any, to ensure that
it maintains sufficient reserves of cash and
adequate committed lines of funding from
major financial institutions to meet its liquidity
requirements in the short and longer term.

All non-interest bearing financial liabilities
and discounted bills of the Group are carried
at amount not materially different from their
contractual undiscounted cash flow as all the
financial liabilities are with maturities within
one year or repayable on demand at the end
of the reporting period.
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(b)

(c)

Liquidity risk (Continued) (b)
The contractual undiscounted cash flow

and carrying amount of the short-term bank

borrowings as at 31 December 2016 are set

out as follow:

Contractual undiscounted & #IARBIRIEESME
cash flow
Carrying amount AREE
Interest rate risk (c)

The Group’s interest rate risk arises primarily
from bank borrowings carried at variable
rates, which exposes the Group to cash flow
interest rate risk. The effective interest rate of
the bank borrowings of the Group as at 31
December 2016 was 2.91% (2015: 1.47%).

Sensitivity analysis

At 31 December 2016, it is estimated that a
general increase/decrease of 1% in interest
rates, with all other variables held constant,
would have decreased/increased the Group’s
profit after tax for the year and retained profits
by approximately RMB1,061,000 (2015:
RMB1,492,000). Other components of equity
would not be affected by the changes in
interest rates.

=

REBESESR (&)
RZE—RFE+-_A=+—H"

FEHASRTITIE R

A KHARBERA S

mENMREESHIT

2016 2015
—E-RE —T—RF
RMB’000 RMB’000
AR¥T T ARETTT
127,840 221,775
127,095 220,479
AR E b

AEBMFERBREIERBIZF
BRTEMIRITER  SAKEM@
BRRERENERK - R=2F
—RNFE+ZA=+—8 " K&EHE
HIRITERERNER2.91% (=
T—RF 1 1.47%) °

BRE DN

RZE—-—RE+_A=+—
H: AsrEFE8E AT
BlommBEHEHMEERFT
g AEEFRBRBEERN &R
B R R 18 A R
1,061,000 C(ZZE—HF : AR
#51,492,0007T) ° A& A E b B

STEEHEEDNYE -
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(c)

(d)

(e)

Interest rate risk (Continued)

Sensitivity analysis (Continued)

The sensitivity analysis above indicates the
impact on the Group’s profit for the year and
retained profits that would arise assuming
that there is an annualised impact on interest
income and expense by a change in interest
rates. The analysis has been performed on
the same basis for 2015.

Currency risk

The Group is exposed to currency risk
primarily arising from bank deposits of
RMB4,045,000 (2015: RMB128,434,000)
denominated in RMB held by the entities for
which HK$ is the functional currency.

Sensitivity analysis

At 31 December 2016, it is estimated that a
general appreciation/depreciation of 1% in
RMB, with all other variables held constant,
would have increased/decreased the
Group’s net profit for the year and retained
profits by approximately RMB38,000 (2015:
RMB1,156,000).

The sensitivity analysis assumes that the
change in foreign exchange rate had been
applied to re-measure the bank deposits
which expose the Group to foreign currency
risk at the end of the reporting period. The
analysis excludes differences that would
result from the translation of the financial
statement of foreign operations into the
Group’s presentation currency.

Fair value

The carrying amounts of the Group’s financial
instruments are carried at amounts not
materially different from their fair values as at
31 December 2016 and 2015.
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(d)

(e)
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BAREYE
R-_ZE—XRNFE+-_A=+—H"
AR BRERBEEORBITER

(@) Capital commitments (a)

Capital commitments outstanding at
31 December 2016 not provided for in the

financial statements were as follows:

AEEWNT

2016 2015

—E—RF —E-hF

RMB’000 RMB’000

AR®ET T ARETTT

Contracted for EET4 11,750 5,387
Authorised but not EREMERETL

contracted for 17,484 10,475

29,234 15,862

(b) Operating leases commitments (b) REHERE

At 31 December 2016, the total future
minimum lease payments under non-
cancellable operating leases are payable as
follows:

RZE—RFE+ZA=+—8"
BETAIEGE G EHE R AR
REEEENFRLENT -

2016 2015

—E—XREF —E—RF

RMB’000 RMB’000

ARETT ARET T

Within 1 year —FR 27,554 30,476
After 1 year but within —FERAFN

5 years 57,225 68,220

After 5 years hFi% 14,052 23,544

98,831 122,240

The Group leases a number of properties
under operating leases. The leases typically
run for an initial period for one to eight years,
at the end of which period all terms are
renegotiated.

ZE-REER - FERGARAE

AEBRBELEHOEESZEY
X-HO—ROFBH—EN
F B HRRAIRBEOEREHN
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In addition to the related party information disclosed
elsewhere in the financial statements, the Group
entered into the following material related party
transactions.

(a)

Operating lease with related
parties

The operating lease charges in respect of
properties paid and payable to Shishi City
Junyuan Development Co., Ltd. (“Junyuan
Development”) (A mEREREBR A
7)) amounted to RMB2,819,000 (2015:
RMB2,425,000) for the year ended 31
December 2016, in which RMB2,819,000
(2015: RMB2,425,000) constitute continuing
connected transactions as defined in
Chapter 14A of the Listing Rules. Junyuan
Development is 100% indirectly owned by Mr.
Ziming Yang, the controlling shareholder. The
disclosures required by Chapter 14A of the
Listing Rules are provided in section headed
“Continuing connected transactions” of the
Reports of the Directors.

The total future minimum lease payments
under non-cancellable operating leases that
are payable to Junyuan Development as
follows:

Within 1 year —FRN
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BTSRRI B AR

N

(a)

AEERIZATERBEE RS °

EEBONEEESE
BE_T-R"E+-A=1+—H
IFFE - EENMENLE

MHRRERBR AR KIR%
RO)NKLZHEERA/ARY

2,819,000 L (ZE—HF : AR
#2,42500070 ) © HA AR K
2,819,000 L (ZZE—HF : AR

# 2,425,000 7T ) 1A _E T AR BIZE
MAEFMREMFEBRER S o

BRI R AR RS KRBT E
ME2EHRA - EMHRAIFE14A
B ERECRESGRESF
[FEERS | —fED -

AT REE S HE R T EARIR
ERM A éﬁﬂﬁifﬂfﬁﬁ BEELN
™~
2016 2015
—~E —T—hF
RMB’000 RMB’000
AR¥T AREET T
1,252 2,425




(b) Key management personnel
compensation

Remuneration for key management personnel
of the Group, including amounts paid to the
Company’s directors as disclosed in note 6
and certain of the highest paid employees as
disclosed in note 7, is as follows:

R B e

Short-term employee
benefits

Contributions to retirement R Rt&FIET S| (K

benefit scheme
Discretionary bonus BB TEAL

Equity settled share-based #Em#aHE LARK(D 7
payment expenses Ao R

Total remuneration is included in “staff costs”
(note 4(b)).

Estimates and judgements are continually evaluated
and are based on experience and other factors,
including expectations of future events that are
believed to be reasonable under the circumstances.

The selection of critical accounting policies, the
judgements and other uncertainties affecting
application of those policies and the sensitivity
of reported results to changes in condition and
assumptions are factors to be considered when
reviewing the financial statements. The principal
accounting policies are set forth in note 1. The
Group believes the following critical accounting
policies involve the most significant judgements and
estimates used in the preparation of the financial
statements.

(b) EEEEASHMH

REETZEEAEMS (B
ST 6T ER AR RIE
ERMETARENE TR

EEMRIB) AT :
2016 2015
= — NI —E—hF
RMB’000 RMB’000
AR¥T T ARET T
14,274 15,400
387 427
1,390 24
341 856
16,392 16,707
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4(p)) °
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(a)

(b)

Net realisable value of inventories

Net realisable value of inventories is the
estimated selling price in the ordinary
course of business less estimated costs
of completion and the estimated costs
necessary to make the sale. These estimates
are based on the current market conditions
and the historical experience of selling
products with similar nature. Any change in
the assumptions would increase or decrease
the amount of inventories write-down or
the related reversals of write-down made in
prior years and affect the Group’s net assets
value. The Group reassesses these estimates
annually.

Impairment of trade and other
receivables

The Group estimates the impairment
allowances for trade and other receivables by
assessing the recoverability based on credit
history and prevailing market conditions. This
requires the use of estimates and judgements.
Allowances are applied to trade and other
receivables where events or changes in
circumstances indicate that the balances
may not be collectible. Where the expectation
is different from the original estimate, such
difference will affect the carrying amounts
of trade and other receivables and thus the
impairment loss in the period in which such
estimate is changed. The Group reassesses
the impairment allowances annually.
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(a)

(b)
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(c)

(d)

Depreciation and amortisation

Property, plant and equipment are
depreciated on a straight-line basis over
the estimated useful lives, after taking
into account the estimated residual value.
Intangible assets except for those with an
indefinite live are amortised on a straight-
line basis over the estimated useful lives.
The Group reviews the estimated useful lives
of the assets regularly in order to determine
the amount of depreciation and amortisation
expenses to be recorded during any reporting
period. The useful lives are based on the
Group’s experience with similar assets and
taking into account anticipated technological
changes. The depreciation and amortisation
expenses for future periods are adjusted
prospectively if there are significant changes
from previous estimates.

Bank acceptance bills

As set out in note 25(a)(i), the Group
considers that the credit risk associated with
bank acceptance bills issued by major banks
in the PRC to be insignificant. The Group
monitors the credit risk of issuing banks. The
judgement to derecognise bank acceptance
bills upon discounting or endorsement is
reviewed when the credit risk of issuing
banks deteriorates significantly.

(c)

(d)
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2016 2015
—E-RF —T-hF
Note RMB’000 RMB’000
BRE AR®T Tt AR®ET T
Non-current assets FREBEE
Investments in subsidiaries RSB R RIRE 5,678 5,067
Current assets REBEE
Other receivables EH b fERIE 85,859 74,835
Pledged bank deposits EIRERITFEK - 50,412
Cash and cash equivalents BeMReFEY 4,367 1,242
90,226 126,489
Current liabilities REBAEE
Bank borrowings IRITER - 41,800
Other payables and accruals H AR I K&
fEEtE 17,387 15,666
17,387 57,466
Net current assets REBEEFE 72,839 69,023
NET ASSETS EEFE 78,517 74,090
CAPITAL AND RESERVES BRR#E 24(a)
Capitals B 5,583 5,580
Reserves f#fE 72,934 68,510
NET ASSETS BEEFE 78,517 74,090

Approved and authorised for issue by the board of
directors on 20 February 2017.

REFEN _T—tF_A-_t+HHILE

KX RETIEE

Mr. Siu Keung Ng Mr. Qiang Wei
RIUBRE BERkE
Chief Executive Officer and Executive Director Executive Director
TTEABZ TN TTEF HiTEE
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As at 31 December 2016, the directors consider the
ultimate controlling party of the Company to be Mr.
Ziming Yang.

Up to the date of issue of these financial statements,
the IASB has issued a number of amendments and
new standards which are not yet effective for the
year ended 31 December 2016 and which have not
been adopted in these financial statements. These
include the following which may be relevant to the
Group.

Amendments to IAS 7, Statement of cash flows:
Disclosure initiative

RS ERE7RNER] - HE2REX - KEHE

Amendments to IAS 12, Income taxes:
Recognition of deferred tax assets
for unrealised losses
FEJEW 12 R BEET
2R - BRI IR R IR S

IFRS 9, Financial instruments
RIS EREIR 2T A

IFRS 15, Revenue from contracts with customers

B B E ERIF165% - KA EFL A/

Amendments to IFRS 2, Share-based payment:
Classification and measurement of
Share-based payment transactions
BRI F R S 2E R 2R 2 SR A EET -

LR (7 BERENTI - LR 35T
AR G2 7 EREE

IFRS 16, Leases
BRI e S ERE 1658 - HE

R-ZE—RE+-_A=1T—H EFR
AR B REIER DT RIGRALL -

HEAWBHmETZELE  BREREgHE
AlZBgE MM ZIEIER] RFE]ER] -
ZEEFI R EARBE_ST—F
TZAZT—HIEFEHRES - BR
AP BEIMTRILAREKA o LT BRI EEEA
SERBENBEAER -

Effective for
accounting periods
beginning on or after
RTH A z%
BRMETTHBENR

1 January 2017
—+tF—H—H

1 January 2017
—T—+F—H—H

1 January 2018

—E—)\F—H—H
1 January 2018
—N\F—HA—H
1 January 2018
—EF-N\&—A—A

1 January 2019
—E-NF—-H—H
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The Group is in the process of making an
assessment of what the impact of these
amendments and new standards is expected to be
in the period of initial application. So far the Group
has identified some aspects of the new standards
which may have a significant impact on the
consolidated financial statements. Further details of
the expected impacts are discussed below. As the
Group has not completed its assessment, further
impacts may be identified in due course and will be
taken into consideration when determining whether
to adopt any of these new requirements before
their effective date and which transitional approach
to take, where there are alternative approaches
allowed under the new standards.

IFRS 9, Financial instruments

IFRS 9 will replace the current standard on
accounting for financial instruments, IAS
39, Financial instruments: Recognition and
measurement. IFRS 9 introduces new requirements
for classification and measurement of financial
assets, calculation of impairment of financial
assets and hedge accounting. On the other hand,
IFRS 9 incorporates without substantive changes
the requirements of IAS 39 for recognition and
derecognition of financial instruments and the
classification of financial liabilities. Expected impacts
of the new requirements on the Group’s financial
statements are as follows:
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IFRS 9, Financial instruments (Continued)

(a)

Classification and measurement

IFRS 9 contains three principal classification
categories for financial assets: measured at (1)
amortised cost, (2) fair value through profit or
loss (FVTPL) and (3) fair value through other
comprehensive income (FVTOCI) as follows:

- The classification for debt instruments

is determined based on the entity’s
business model for managing the
financial assets and the contractual
cash flow characteristics of the asset.
If a debt instrument is classified
as FVTOCI then effective interest,
impairments and gains/losses on
disposal will be recognised in profit or
loss.

- For equity securities, the classification

is FVTPL regardless of the entity’s
business model. The only exception
is if the equity security is not held for
trading and the entity irrevocably elects
to designate that security as FVTOCI.
If an equity security is designated as
FVTOCI then only dividend income on
that security will be recognised in profit
or loss. Gains, losses and impairments
on that security will be recognised in
other comprehensive income without
recycling.
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IFRS 9, Financial instruments (Continued)

(a)

Classification and measurement
(Continued)

Based on the preliminary assessment,
the Group expects that its financial assets
currently measured at amortised cost and
FVTPL will continue with their respective
classification and measurements upon the
adoption of IFRS 9.

The classification and measurement
requirements for financial liabilities under IFRS
9 are largely unchanged from IAS 39, except
that IFRS 9 requires the fair value change of
a financial liability designated at FVTPL that
is attributable to changes of that financial
liability’s own credit risk to be recognised
in other comprehensive income (without
reclassification to profit or loss). The Group
currently does not have any financial liabilities
designated at FVTPL and therefore this new
requirement may not have any impact on the
Group on adoption of IFRS 9.
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IFRS 9, Financial instruments (Continued)

(b)

Impairment

The new impairment model in IFRS 9
replaces the “incurred loss” model in IAS 39
with an “expected credit loss” model. Under
the expected credit loss model, it will no
longer be necessary for a loss event to occur
before an impairment loss is recognised.
Instead, an entity is required to recognise
and measure expected credit losses as either
12-month expected credit losses or lifetime
expected credit losses, depending on the
asset and the facts and circumstances. This
new impairment model may result in an earlier
recognition of credit losses on the Group’s
trade receivables and other financial assets.
However, a more detailed analysis is required
to determine the extent of the impact.

IFRS 15, Revenue from contracts with
customers

IFRS 15 establishes a comprehensive framework for
recognising revenue from contracts with customers.
IFRS 15 will replace the existing revenue standards,
IAS 18, Revenue, which covers revenue arising
from sale of goods and rendering of services, and
IAS 11, Construction contracts, which specifies the
accounting for revenue from construction contracts.
The Group is currently assessing the impacts of
adopting IFRS 15 on its financial statements. Based
on the preliminary assessment, the Group has
identified the following areas which are likely to be
affected:
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IFRS 15, Revenue from contracts with
customers (Continued)

(@) Timing of revenue recognition
The Group’s revenue recognition policies are
disclosed in note 1(t). Currently, revenue from
the sale of goods is generally recognised
when the risks and rewards of ownership
have passed to the customers.

Under IFRS 15, revenue is recognised when
the customer obtains control of the promised
good or service in the contract. IFRS 15
identifies 3 situations in which control of the
promised good or service is regarded as
being transferred over time:

(i) When the customer simultaneously
receives and consumes the benefits
provided by the entity’s performance,
as the entity performs;

(ii) When the entity’s performance creates
or enhances an asset (for example
work in progress) that the customer
controls as the asset is created or
enhanced;

(i) ~ When the entity’s performance does
not create an asset with an alternative
use to the entity and the entity has
an enforceable right to payment for
performance completed to date.
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IFRS 15, Revenue from contracts with
customers (Continued)

(a)

(b)

Timing of revenue recognition (Continued)
If the contract terms and the entity’s activities
do not fall into any of these 3 situations, then
under IFRS 15 the entity recognises revenue
for the sale of that good or service at a single
point in time, being when control has passed.
Transfer of risks and rewards of ownership
is only one of the indicators that will be
considered in determining when the transfer
of control occurs.

As a result of this change from the risk-and-
reward approach to the contract-by-contract
transfer-of-control approach, it is possible
that once the Group adopts IFRS 15 some
of the Group’s contracts the point in time
when revenue is recognised may be earlier
or later than under the current accounting
policy. However, further analysis is required to
determine whether this change in accounting
policy may have a material impact on the
amounts reported in any given financial
reporting period.

Significant financing component

IFRS 15 requires an entity to adjust the
transaction price for the time value of money
when a contract contains a significant
financing component, regardless of whether
the payments from customers are received
significantly in advance or in arrears.
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(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

IFRS 15, Revenue from contracts with
customers (Continued)

(b)

(c)

Significant financing component
(Continued)

Currently, the Group would only apply such
a policy when payments are significantly
deferred, which is currently not common in
the Group’s arrangements with its customers.
Currently, the Group does not apply such
a policy when payments are received in
advance.

The Group is in the process of assessing
whether this component in the Group’s
advance payment schemes would be
significant to the contract and therefore
whether, once IFRS 15 is adopted, the
transaction price would need to be adjusted
for the purposes of recognising revenue.

Sales with a right of return

Currently when the customers are allowed
to return the products, the Group estimates
the level of returns and makes an adjustment
against revenue and cost of sales.

The Group expects that the adoption of
IFRS 15 will not materially affect how the
Group recognises revenue and cost of sales
when the customers have a right of return.
However, the new requirement to recognise
separately a return asset for the products
expected to be returned will impact the
presentation in the consolidated statement
of financial position as the Group currently
adjusts the carrying amounts of inventory for
the expected returns, instead of recognising
a separate asset.
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IFRS 16, Leases

As disclosed in note 1(j), currently the Group
classifies leases into operating leases, and account
for the lease arrangements according to the nature
of the lease. The Group enters into leases as the
lessee.

IFRS 16 is not expected to impact significantly on
the way that lessors account for their rights and
obligations under a lease. However, once IFRS 16 is
adopted, lessees will no longer distinguish between
finance leases and operating leases. Instead,
subject to practical expedients, lessees will account
for all leases in a similar way to current finance lease
accounting, i.e. at the commencement date of the
lease the lessee will recognise and measure a lease
liability at the present value of the minimum future
lease payments and will recognise a corresponding
“right-of-use” asset. After initial recognition of this
asset and liability, the lessee will recognise interest
expense accrued on the outstanding balance of the
lease liability, and the depreciation of the right-of-use
asset, instead of the current policy of recognising
rental expenses incurred under operating leases
on a systematic basis over the lease term. As a
practical expedient, the lessee can elect not to
apply this accounting model to short-term leases (i.e.
where the lease term is 12 months or less) and to
leases of low-value assets, in which case the rental
expenses would continue to be recognised on a
systematic basis over the lease term.
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(Expressed in Renminbi unless otherwise indicated)

(BRZBTT1EHES) - UAREST)

IFRS 16, Leases (Continued)

IFRS 16 will primarily affect the Group’s accounting
as a lessee of leases for properties, plant and
equipment which are currently classified as
operating leases. The application of the new
accounting model is expected to lead to an
increase in both assets and liabilities and to impact
on the timing of the expense recognition in the
statement of profit or loss over the period of the
lease. As disclosed in note 26(b), at 31 December
2016 the Group’s future minimum lease payments
under non-cancellable operating leases amount
to RMB98,831,000 for properties, the majority of
which is payable either between 1 and 5 years after
the reporting date. Some of these amounts may
therefore need to be recognised as lease liabilities,
with corresponding right-of-use assets, once IFRS
16 is adopted. The Group will need to perform a
more detailed analysis to determine the amounts
of new assets and liabilities arising from operating
lease commitments on adoption of IFRS 16, after
taking into account the applicability of the practical
expedient and adjusting for any leases entered into
or terminated between now and the adoption of
IFRS 16 and the effects of discounting.

The Group is considering whether to adopt
IFRS 16 before its effective date of 1 January
2019. However, early adoption of IFRS 16 is only
permitted if this is no earlier than the adoption of
IFRS 15. It is therefore unlikely that IFRS 16 will be
adopted before the effective date of IFRS 15, being
1 January 2018.
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The Company was incorporated on 3 November 2011
and became the holding company of the subsidiaries
through a reorganisation in preparation of the listing of the
Company’s shares on the main board of Stock Exchange
on 31 July 2012. The combined financial statements of the
Group for the year ended 31 December 2012 had been
prepared as if the Group had been in existence throughout
the years presented, or since the respective dates of
incorporation or establishment of the group companies.

2016
“B-RE
RMB’000
ARET TR
Revenue Wz 1,160,799
Cost of sales HEMA (604,829)
Gross profi 7 555,970
Other income HtlA 51,709
Selling and distribution HERDHFAX
EXPenses (160,425)
Administrative and other TR E M EERX
operating expenses (194,198)
Profit from operations BE R 253,056
Finance cost BENK (5,848)
Profit before taxation B RTE A 247,208
Income tax FriEm (65,519)
Profit for the year FR A 181,689
Earnings per share BREF
Basic (RMB) ER(ARE) 0.26
Diluted (RMB) #E(AR%) 0.25

/N

2015
“F-1F
RMB'000
AREFT

1,356,486
(730,032)

626,454
56,800

(121,607)

(166,811)

394,841
(3,137)

391,704
(104,146)

287,558

0.404
0.402
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2014
-
RMB'000
AREFT

1,098,188
(636,185)

462,003
60,115

(78,641)
(121,264)

302213
(1,538)

320,675
(85,179)

235,502

0.35
0.35

ZE-REER - FERGARAE

2013
“T-=F
RMB'000
ARETTL

943,492
(668,757)

389,735
44171

(45,149)
(107,324)

281,439
(7,045)

274,3%4
(79,039)

195,355

0.25
0.25

2012
“E-—F
RMB’000
ARETTT

940,057
(659,757)

380,300
6,607

(48,288)
(110,599)

208,004
(07,049)

200,775
(70,558)

130,217
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Non-current assets

FRBEE

Property, plant and equipment 1% ~ Bl K&t

Interests in leasehold
land held for own use
under operating lease

Intangible assets

Other receivables

Deferred tax assets

Current assets
Inventories
Trade and other receivables
Financial assets at
fair value through profit
or loss
Deposits with banks
with original maturity
date over three months
Pledged bank deposits
Cash and cash equivalents

Current liabilities

Bank borrowings

Trade and other payables
Current tax payable

Non-current liabilities
Deferred tax liabilities

Net assets
Capital and reserves
Share capital

Reserves

Total equity

BERETRIERRZ
HETH#R
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BAFE AR
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RBER

TR
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FRBEE
EERERE

BEFE
BE R
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2016
=g-E
RMB'000
AR®F7

57,521
23,319
34,848
37,786
153,474

328,813
465,086

21,400

275,400
239,068
222,885
1,552,652
127,095
555,696
30,041

712,832

11,577
981,717

5,583
976,134

981,717

196 Cabbeen Fashion Limited « Annual Report 2016

2015
~“T-hF
RMB'000
ARETT

29,817

36,297
24,368
89,482

266,765
485,917

10,000

288,622
428,375
294,543
1,774,222
220,479
704,182
26,758

951,419

15,384
896,901
5,580
891,321

896,901

2014
“ET-mE
RMB'000
AREFT

15,657

22,275
16,661
54,593

105,024
212,914

355,231
307,235
324,451
1,364,855
101,212
566,449
31,799

699,460

2,781
717,207
5,578
711,629

717,207

RMB'000
ARBTT

13,892

24,462
10,897
49,251

50,367
162,648

60,000

166,960
199,330
531,786
1,170,091
90,450
497,273
29,031

616,754

602,588

5,578
597,010

602,588

2012
“E-—F
RMB'000
AREFT

18,044

27,453
15,261
11,485
72,243

41,025
337,282

131,206

97,660
186,044

793,216

136,961
569,150
32,740

738,851

126,608

126,608

126,608
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