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Chairman’s Statement

To the Shareholders:

On behalf of the board (the “Board”) of directors (the “Directors”) of Bonny International Holding
Limited (the “Company”), | am pleased to present the annual report of the Company and its
subsidiaries (together, the “Group”) for the year ended 31 December 2019 (the “Period”).

BUSINESS REVIEW

As a manufacturer of seamless and traditional intimate wear products, the Group operates business
through two segments. The Group focus on providing one-stop in-house intimate wear manufacturing
solutions to the Group’s original design manufacturer (“ODM”) customers in the People’s Republic
of China (the “PRC”) and overseas. The Group’s branded sales products segment sells mainly
traditional intimate wear products under its “Bonny” and “U+ Bonny” brands through its nationwide
retail network in the PRC. The Group manufactures a wide range of seamless and traditional intimate
wears, including bras, underpants, thermal clothes and loungewear, and the Group also produces
functional sportswear. Majority of the Group’s seamless products are sold to the Group’s ODM
customers, while the Group mainly sells traditional products in the Group’s branded sales in the PRC.

During the Period, the Group’s total revenue amounted to approximately RMB284.5 million,
representing a decrease of approximately 14.8% as compared to 2018 (2018: approximately
RMB333.7 million). Such decrease was primarily due to the decline in the Group’'s ODM sales in
the PRC and overseas as a result of reduction in sales orders received from customers. The Group
recorded a gross profit of approximately RMB102.1 million (2018: approximately RMB145.4 million)
with a gross profit margin of approximately 35.9% (2018: approximately 43.6%).

The Group recorded a loss attributable to owners of the Company for the Period of approximately
RMB12.2 million (2018: a profit of approximately RMB26.7 million). The loss-making for the Period
was mainly attributable to (i) a decline in the Group’s overseas and PRC ODM sales as a result of
reduction in sales orders received from customers; (ii) a decrease in gross profit margin of ODM
sales as compared to the corresponding period in 2018; and (iii) an increase in administrative
expenses due to the establishment of a factory in Hunan Province, the PRC and sales representation
offices in the United States and Hong Kong; and (iv) the non-recurring listing expenses as disclosed
in the Company’s prospectus dated 12 April 2019 (the “Prospectus”) under the paragraph headed
“Listing expenses” in the section headed “Financial Information”.

The shares of the Company were listed (“Listing”) on the Main Board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) on 26 April 2019 (“Listing Date”) by way of a global
offering, raising net proceeds (after deducting professional fees, underwriting commissions and other
fees and expenses payable by the Group in connection with the Listing and the global offering) of
approximately HK$131.3 million.

FUTURE PLAN AND PROSPECTS

As a major manufacturer in the intimate wear industry in the PRC, the Group will closely follow the
market changes, adopt flexible and diversified development strategies in a timely manner, respond
quickly to market changes and promptly seize the market opportunities.

In addition to the retail outlets network, the Group’s products are also sold through different online
platforms to enhance brand awareness and expand customer base. The Group will continue to
optimise its sales network structure and close underperforming stores, thereby raising overall
operating efficiency.
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Chairman’s Statement

In view of the expected growth of the intimate wear market in the long term, the Group will continue
to enhance product design and research and development capability, as well as develop diversified
products based on market needs.

In implementing the Group’s capacity expansion plan, phase Il of the Group’s production base
located at Beiyuan Street, Yiwu, Zhejiang Province, the PRC (the “Beiyuan Production Site”) is still
under construction with construction of the production building approximately 85% completed and
the construction of the staff dormitory approximately 75% completed as at 31 December 2019. Phase
Il of the Beiyuan Production Site is expected to complete construction and commence production
in the second half of 2020. During the Period, the Group purchased 11 seamless circular knitting
machines, which were installed at the Group’s production base located at Suxi Town, Zhejiang
Province, the PRC (the “Suxi Production Site”) and commenced operation in October 2019.

Due to the COVID-19 pandemic and its impact on the domestic and global economy, the outlook
of future sales prospect is unclear. As a result, the Group has decided to delay the additional
purchase of seamless circular knitting machines and other ancillary equipment with unutilised
proceeds as described in the section headed “Future Plans and Use of Proceeds” in the Prospectus
and the announcement of the Company dated 24 May 2019. The Board will consider to resume the
proposed purchase and installation of the equipment based on the recovery of product sales and
production capacity of the Group. In order to mitigate the impact of the COVID-19 pandemic on
the ODM sales and branded sales through retail outlets, the Group will adopt active strategies to
develop its business, including: (i) to continue to strengthen its research and development capability
by focusing on improving product quality, functionality and designs; (ii) to properly operate the
additional seamless environmental protective masks production, details of which are described in
the announcement of the Company dated 17 March 2020; (iii) to expand the e-commerce network by
expanding online sales channels to include WeChat e-commerce, live cam sales and social media
originated sales; and (iv) to leverage the geographical advantage of Hong Kong and the United
States offices in developing overseas customers.

APPRECIATION

On behalf of the Board, | would like to express my most sincere gratitude towards the continual
support from the shareholders and the valuable contributions of the staff. The management team will
continue to fulfill its duties to create more values for the shareholders.

Jin Guojun
Chairman

Hong Kong, 14 May 2020
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Management Discussion and Analysis

BUSINESS AND OPERATIONS REVIEW

As a manufacturer of seamless and traditional intimate wear products, the Group operates
business through two segments. The Group focuses on providing one-stop in-house intimate wear
manufacturing solutions to the Group’s ODM customers in the PRC and overseas. The Group’s
branded sales products segment sells mainly traditional intimate wear products under its “Bonny”
and “U+ Bonny” brands through its nationwide retail network in the PRC. The Group manufactures a
wide range of seamless and traditional intimate wears, including bras, underpants, thermal clothes
and loungewear, and the Group also produces functional sportswear. Majority of the Group’s
seamless products are sold to the Group’s ODM customers, while the Group mainly sells traditional
products in the Group’s branded sales in the PRC.

During the Period, the Group’s total revenue amounted to approximately RMB284.5 million,
representing a decrease of approximately 14.8% as compared to 2018 (2018: approximately
RMB333.7 million). Such decrease was primarily due to the decline in the Group’'s ODM sales in
the PRC and overseas as a result of reduction in sales orders received from customers. The Group
recorded a gross profit of approximately RMB102.1 million (2018: approximately RMB145.4 million)
with a gross profit margin of approximately 35.9% (2018: approximately 43.6%).

The Group recorded a loss attributable to owners of the Company for the Period of approximately
RMB12.2 million (2018: a profit of approximately RMB26.7 million). The loss-making for the Period
was mainly attributable to (i) a decline in the Group’s overseas and PRC ODM sales as a result of
reduction in sales orders received from customers; (ii) a decrease in gross profit margin of ODM
sales as compared to the corresponding period in 2018; and (iii) an increase in administrative
expenses due to the establishment of a factory in Hunan Province, the PRC and sales representation
offices in the United States and Hong Kong; and (iv) the non-recurring listing expenses as disclosed
in the Prospectus under the paragraph headed “Listing expenses” in the section headed “Financial
Information”.

The Group had a provision in the amount of approximately RMBO0.1 million as at 31 December 2019
for the non-compliance of Shanghai Bonny Apparel Co., Ltd.* (E/&1EEREER AR (“Shanghai
Bonny”) with the Regulations on the Administration of Housing Provident Fund of the PRC ({# %
ARKEFBEERAEEEEIEH)) (the “Housing Provident Fund Regulations”) and a provision
in the amount of approximately RMBO0.3 million as at 31 December 2019 for the non-compliance of
Shanghai Bonny with the Social Insurance Law of the PRC ({1 AR £ FBE L 2REE)) (the “Social
Insurance Law”). The amount of outstanding housing provident fund contribution of Shanghai Bonny
for the Period were approximately RMBO0.4 million and the amount of social insurance payment
underpaid by Shanghai Bonny for the Period were approximately RMBO0.8 million. The Group had
a provision in the amount of approximately RMBO0.1 million as at 31 December 2019 for the non-
compliance of Hunan Bonny Apparel Co., Ltd.* (HEBEREER A7) (“Hunan Bonny”) with the
Housing Provident Fund Regulations and a provision in the amount of approximately RMBO0.7 million
as at 31 December 2019 for the non-compliance of Hunan Bonny with the Social Insurance Law.
As at 31 December 2019, the amount of outstanding housing provident fund contribution of Hunan
Bonny for the Period were nil and the amount of social insurance payment underpaid by Hunan
Bonny for the Period were nil.

Brand management

For the Group’s branded sales, the Group sell products under the Group’s “Bonny” brand and “U+
Bonny” brand through the Group’s retail network in the PRC.

The Group has been continuously investing in its brands to further raise brand recognition and
acceptance. The Group has been focusing on marketing and promoting its brands and products
through a variety of means including advertisements on print media and outdoor billboards,
participation in fashion shows in shopping malls, and sponsorship to modelling competitions, and
presence in trade shows and exhibitions.
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Management Discussion and Analysis

Sales network

The Group sells its branded products principally through an extensive and structured nationwide
retail network in the PRC. In order to optimise cost-effectiveness of the Group’s outlets, the Group
continued to streamline its retail network in the PRC during the Period. The Group appropriately
optimised its retail network by closing retail outlets with less satisfactory financial or operational
performance so as to enhance the overall efficiency of its sales network.

As at 31 December 2019, the Group had 140 self-operated retail outlets (comprising 130
self-operated concession counters and 10 self-operated standalone stores) and 50 franchised retail
outlets, covering 18 provinces, municipalities and autonomous regions in the PRC, and did not
involve distributors or multiple layers of franchisees. The total number of the Group’s retail outlets
decreased from 198 as at the end of 2018 to 190 (comprising 140 self-operated retail outlets and 50
franchised retail outlets) as at 31 December 2019. During the Period, there was a net decrease of 13
self-operated retail outlets of the Group, and a net increase of 5 franchised retail outlets in light of the
Group’s strategy in maintaining an effective retail network in the PRC by developing the “U+ Bonny”
outlets and closing down self-operated retail outlets with less satisfactory financial or operational
performance. To a lesser extent, some of the Group’s retail outlets closed due to expiry or early
termination of concession agreements with the relevant department stores or shopping malls.

Meanwhile, the Group’s products are also available for sale through its current e-commerce network
and different well-recognised e-commerce platforms. In response to the change in consumption
pattern towards online shopping in the PRC, the Group is enhancing its current e-commerce network
into a comprehensive online shopping platform for intimate wear products, as a complementary sales
channel to its physical outlets to allow coherent multichannel customer experience.

Product design, research and development

The Group is committed to improving and developing the functionality and designs of its products,
and continues to devote resources to the design, research and development of new products. With
innovation of new designs, the Group continued to bring diversified product portfolio of excellent
quality to the market.

During the Period, the Group introduced 140 distinct types of products in terms of style, size and
colour under different product categories for the Group’s branded sales into the domestic retail
market. For the Period, expenses for product design, research and development was approximately
RMB18.5 million (2018: approximately RMB17.9 million).

As at 31 December 2019, the Group had a total of 76 registered trademarks in the PRC, 1 registered
trademark in Hong Kong, 5 registered domain names, 14 registered software copyrights in the PRC,
and 30 registered patents in the PRC, including 3 invention patents and 27 utility model patents.

Moving ahead, the Group plans to further improve its research and development capability by

continuing to focus on research and development efforts to improve product quality, functionality and
designs.
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Management Discussion and Analysis

Production capacity

Currently the Group only conducts its production operations at the Group’s production base located
at the Suxi Production Site. The construction of phase | of the Beiyuan Production Site was completed
in September 2016. The construction of phase Il of the Beiyuan Production Site is still under
construction with construction of the production building approximately 85% completed and the
construction of the staff dormitory approximately 756% completed as at 31 December 2019. Phase |l
of the Beiyuan Production Site is expected to complete construction and commence production in the
second half of 2020. During the Period, the Group purchased 11 seamless circular knitting machines,
which were installed at the Suxi Production Site and commenced operation in October 2019.

Due to the COVID-19 pandemic and its impact on the domestic and global economy, the outlook
of future sales prospect is unclear. As a result, the Group has decided to delay the purchase of
additional seamless circular knitting machines and other ancillary equipment with unutilised proceeds
as described in the section of “Future Plans and Use of Proceeds” in the Prospectus and the
announcement of the Company dated 24 May 2019. The Board will consider to resume the proposed
purchase and installation of the equipment based on the recovery of product sales and production
capacity of the Group at the time.

Human resources

Tight labour supply in the PRC have resulted in continuous wage increase. The Group endeavoured
to attract and retain its employees through measures such as providing on-site training and
improving employee benefits to enhance solidarity.

The Group enters into individual employment contracts with its employees, and enters into labour
dispatch agreements with independent third party employment agents. The number of full-time
employees of the Group increased to 779 as at 31 December 2019 (31 December 2018: 737). The
employee benefit expense (excluding directors’ and chief executive’s remunerations) for the Period
was approximately RMB52.0 million (2018: approximately RMB57.9 million). The service fee payment
to the employment agent for the Period was RMB66,648.5 (2018: RMB118,019.4).

In addition to direct employment and labour dispatch, the Group engages production subcontractors
to provide on-site sub-contracting staff. The Group’s human resources policy does not apply to
workers of the relevant production subcontractor and the Group neither determines nor directly
pays wages to the subcontracting staff. Subcontracting fees, calculated based on the quantity of
goods or services delivered to the Group for the Period was approximately RMB31.4 million (2018:
approximately RMB25.1 million).

Financial Review

Revenue

Revenue for the Period was approximately RMB284.5 million, representing a decrease of
approximately RMB49.3 million, or approximately 14.8%, from approximately RMB333.7 million for the
corresponding period last year.

The ODM products segment revenue for the Period was approximately RMB201.3 million,
representing a decrease of approximately RMB42.2 million, or approximately 17.3%, from segment
revenue of approximately RMB243.5 million for the corresponding period last year. This decrease
was primarily due to the decrease in the Group’s ODM sales in the PRC and overseas.
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Management Discussion and Analysis

The brand products segment revenue for the Period was approximately RMB83.1 million,
representing a decrease of approximately RMB7.1 million, or approximately 7.9% for the
corresponding period last year (2018: approximately RMB90.2 million). Such decrease was primarily
due to the decrease in the number of “Bonny” retail outlets.

Gross Profit

Gross profit for the Period was approximately RMB102.1 million, representing a decrease of
approximately RMB43.3 million, or approximately 29.8%, from approximately RMB145.4 million for
the corresponding period last year due to: (i) the decrease in ODM sales and branded sales product
revenue; and (ii) the decrease in gross profit margin of ODM sales as compared to the corresponding
period in 2018.

Segment gross profit for ODM products for the Period was approximately RMB56.8 million which
decreased from approximately RMB93.8 million for the corresponding period last year due to: (i)
the decrease in export trade income and e-commerce platforms sales revenue; (ii) the decrease in
customers’ order for products of high gross profit margin; (iii) the decrease of sales prices due to
the reduction of value added tax in the PRC; and (iv) the increase in labour costs and manufacturing
costs.

Segment gross profit for brand products for the Period was approximately RMB45.3 million, which
decreased for the corresponding period last year (2018: approximately RMB51.6 million) primarily
due to the decrease in “Bonny” brand revenue as the number of “Bonny” retail outlets decreased.

Other Income and Gains

Other income and gains for the Period was approximately RMB14.4 million, representing an increase
of approximately RMB9.4 million, or approximately 187.1%, from approximately RMB5.0 million for
the corresponding period last year. The increase was primarily due to the increase of other interest
income, government grants and fair value gains on investment property.

Selling and Distribution Expenses
Selling and distribution expenses for the Period were approximately RMB59.8 million, which was
similar to that for the corresponding period last year of approximately RMB59.9 million.

Administrative and Other Expenses

Administrative and other expenses for the Period were approximately RMB57.3 million, as compared
to approximately RMB47.5 million for the corresponding period last year due to the incurred listing
expenses and the increase in administrative expenses arising from the establishment of a factory in
Hunan Province, the PRC and sales representation offices in the United States and Hong Kong.

Listing Expenses
Listing expenses for the Period were approximately RMB11.0 million, as compared to approximately
RMB?7.9 million for the corresponding period last year.

Finance Costs

Finance costs for the Period were approximately RMB13.9 million, which increased as compared
to the corresponding period last year (2018: approximately RMB12.7 million) due to the increase in
interest on bank loans and interest on lease liabilities.
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Management Discussion and Analysis

Income Tax Expense

Income tax credit for the Period were approximately RMB3.4 million, which increased as compared to
the corresponding period last year (2018: income tax expense approximately RMB4.0 million) due to
a loss recorded by the Group for the Period.

Loss Attributable to Equity Holders of the Parent

As a result of foregoing, loss attributable to ordinary equity holders of the parent for the Period
was approximately RMB12.2 million, representing a decrease of approximately RMB38.9 million, or
approximately145.7%, from a profit of approximately RMB26.7 million for the corresponding period
last year.

Future Plan and Prospects

As a major manufacturer in the intimate wear industry in the PRC, the Group will closely follow the
market changes, adopt flexible and diversified development strategies in a timely manner, respond
quickly to market changes and promptly seize the market opportunities.

In addition to the retail outlets network, the Group's products are also sold through different online
platforms to enhance brand awareness and expand customer base. The Group will continue to
optimise its sales network structure and close underperforming stores, thereby raising overall
operating efficiency.

In view of the expected growth of the intimate wear market in the long term, the Group will continue
to enhance product design and research and development capability, as well as develop diversified
products based on market needs.

In implementing the Group’s capacity expansion plan, phase Il of the Beiyuan Production Site is still
under construction with construction of the production building approximately 85% completed and
the construction of the staff dormitory approximately 75% completed as at 31 December 2019. Phase
Il of the Beiyuan Production Site is expected to complete construction and commence production
in the second half of 2020. During the Period, the Group purchased 11 seamless circular knitting
machines, which were installed at Suxi Production Site and commenced operation in October 2019.

Due to the COVID-19 pandemic and its impact on the domestic and global economy, the outlook of
future sales prospect is unclear. As a result, the Group has decided to delay the additional purchase
of seamless circular knitting machines and other ancillary equipment with unutilised proceeds
as described in the section of “Future Plans and Use of Proceeds” in the Prospectus and the
announcement of the Company dated 24 May 2019. The Board will consider to resume the proposed
purchase and installation of the equipment based on the recovery of product sales and production
capacity of the Group at the time.

In order to mitigate the impact of the COVID-19 pandemic on the ODM sales and branded sales
through retail outlets, the Group will adopt active strategies to develop its business, including; (i) to
continue to strengthen its research and development capability by focusing on improving product
quality, functionality and designs; (ii) to properly operate the additional seamless environmental
protective masks production to improve the structure of product offerings, details of which
are described in the announcement of the Company dated 17 March 2020; (iii) to expand the
e-commerce network by expanding online sales channels to include WeChat e-commerce, live cam
sales and social media originated sales; and (iv) to leverage the geographical advantage of the Hong
Kong and the United States offices in developing overseas customers.
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Management Discussion and Analysis

LIQUIDITY AND FINANCIAL RESOURCES

The Group generally finances its operations with internally generated cash flow and banking
facilities provided by its principal bankers. As at 31 December 2019, the Group had cash and
cash equivalents of approximately RMB59.2 million (31 December 2018: approximately RMB25.4
million). Such increase was mainly a result of the cash flow from the net proceeds generated
from the Listing during the Period. The interest-bearing liabilities as at 31 December 2019 was
approximately RMB233.8 million (2018: approximately RMB253.1 million) with interest rates ranging
from approximately 4.8% to 10.7% per annum. The Group’s gearing ratio as at 31 December
2019, calculated based on net debts to the total capital and net debts, was approximately 46%
(831 December 2018: approximately 65%). The Group recorded net current asset of approximately
RMB9.1 million as of 31 December 2019, primarily due to the proceeds from the Listing. Except for
the construction of phase Il of the Beiyuan Production Site, the Group did not incur any material
capital expenditure for further expansion of the production bases. The existing bank borrowings
and payables for construction-in-progress will be repaid by instalment using the Group’s internal
resources according to their respective payment schedule. As a result, the Group’s net current asset
position and the gearing ratio has improved at the year end of 2019. The management believes that
the Group has maintained adequate financial resources to fulfil its working capital requirements.

FOREIGN EXCHANGE RISK

The monetary assets and liabilities and business transaction of the Group are mainly carried out
and conducted in Renminbi, U.S. dollars and the European currency unit. In view of the stability
of the exchange rate between these currencies, the Directors do not consider that the Group
was significantly exposed to foreign exchange risk for the Period. 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 Period, no forward foreign exchange or hedging contracts had been entered
into by the Group. The Group will continue to evaluate the Group’s foreign currency exposure and
take actions as appropriate.

MATERIAL ACQUISITIONS AND DISPOSALS

For the Period, the Group has made no material acquisitions or disposals of subsidiaries, associates
and joint ventures.

CONTINGENT LIABILITIES

As at 31 December 2019, the Group did not have any significant contingent liabilities.

PLEDGE OF ASSETS

As at 31 December 2019, save for (i) bank deposits of approximately RMB9,629,000 (2018:
RMB16,876,000) and unlisted investments with fair value of RMB1,321,000 (2018: Nil) which were
pledged for bills payables; and (ii) the Group’s leasehold lands with a net carrying amounts of
RMB27,155,000 (2018: RMB27,788,000) and certain of the Group’s buildings and machinery and
equipment with a net carrying amounts of approximately RMB49,220,000 (2018: RMB73,962,000)
which were pledged to secure general banking facilities, the Group did not pledge any other assets.
Details of the Group’s assets pledged for Group’s bank loans, and for bills payables granted to
major suppliers are included in Notes 13, 15, 22 and 24, respectively, to the consolidated financial
statements.
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Management Discussion and Analysis

USE OF PROCEEDS

The net proceeds of the Group raised from the initial public offering were approximately HK$131.3
million, after deducting the underwriting fees, commissions and other listing expenses. In
implementing the Group’s capacity expansion plan, phase Il of the Beiyuan Production Site is still
under construction with construction of the production building approximately 85% completed and
the construction of the staff dormitory approximately 75% completed as at 31 December 2019. The
construction cost and operational expenses of phase Il of the Beiyuan Production Site exceeded the
planned amount described in the section of “Future Plans and Use of Proceeds” in the Prospectus
and the announcement of the Company dated 24 May 2019 by HK$7.5 million. Phase Il of the
Beiyuan Production Site is expected to complete construction and commence production in the
second half of 2020. During the Period, the Group purchased 11 seamless circular knitting machines,
which were installed at the Suxi Production Site and commenced operation in October 2019. The
unutilised amount of net proceeds at the date of this report are placed in licensed banks in Hong
Kong and the PRC.

Due to the COVID-19 pandemic and its impact on the domestic and global economy, the outlook
of future sales prospect is unclear. As a result, the Group has decided to delay the purchase of
additional seamless circular knitting machines and other ancillary equipment with unutilised proceeds
as described in the section of “Future Plans and Use of Proceeds” in the Prospectus and the
announcement of the Company dated 24 May 2019. The Board will consider to resume the proposed
purchase and installation of the equipment based on the recovery of product sales and production
capacity of the Group at the time.

The table below sets out the use of net proceeds from the initial public offering and the unutilised
amounts as at 31 December 2019:

Utilized Unutilized
% of total Net amount in amount in
amount proceeds 2019 2019

% HK$ million HK$ million HK$ million

Beiyuan Production Site
for expansion of our
seamless production
capacity
— construction of phase
Il of the Beiyuan
Production Site 20% 26.3 33.8 (7.5) (Note)
— acquisition and
implementation of
additional production
equipment at the
Beiyuan Production
Site 60% 78.8 4.3 74.5
Enhancing our product
design, research and

development capability 10% 13.1 18.3 (0.4)
Working capital and general

corporate purposes 10% 13.1 13.8 (0.7)
Total 100% 131.3 65.4 65.9
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Management Discussion and Analysis

Note: The utilised amount for the construction of phase Il of the Beiyuan Production site exceeded the initially planned
amount by HK$7.5 million due to: (i) an additional amount utilised for an improved design of the factory blueprint in
order to raise the utilisation rate of the production space and the quality of basic constructions; and (ii) multiple rounds
of modifications to the construction blueprint and adjustments made in implementing the construction accordingly.

SUBSEQUENT EVENT

At present, the Group expects the COVID-19 pandemic to have further impact on its ODM overseas
sales and brand products segment sales. However, it is difficult to estimate the full impact in the
coming months given the dynamic nature of these circumstances. The Group will pay continuous
attention to the development of the COVID-19 pandemic, assess the situation and react timely to its
impact.

EMPLOYEE AND REMUNERATION POLICY

The Group’s remuneration policy is to compensate its employees based on their performance,
qualifications and the Group’s operational results. The total remuneration of employees includes
basic salaries and performance bonus. Directors and senior management of the Group receive
compensation in the form of fees, salaries, allowances, discretionary bonus, defined contribution
plans and other benefits in kind with reference to those paid by comparable companies, time
commitment and the performance of the Group. The Group also reimburses its Directors and
senior management for expenses which are necessarily and reasonably incurred for the provision
of services to the Group or executing their functions in relation to the operations of the Group. The
Group regularly reviews and determines the remuneration and compensation packages (including
incentive plans) of its Directors and senior management, by reference to, among other things,
market level of remuneration and compensation paid by comparable companies, the respective
responsibilities of its Directors and senior management and the performance of the Group. The
Company has adopted a share option scheme on 19 March 2019 as incentive or reward to the
Directors, senior management and other selected participant.

During the Period, no remuneration or compensation was paid or payable by the Group to any of
the five highest paid individuals in the Group, the Directors and the chief executive officer of the
Company as an inducement to join or upon joining the Group or as compensation for any loss of
office. None of the Directors has waived any remuneration during the Period.

SIGNIFICANT INVESTMENTS HELD

During the Period, the Group did not hold any significant investment in equity interest in any other
company.

FUTURE PLANS FOR MATERIAL INVESTMENTS AND CAPITAL ASSETS

Save as disclosed in the Prospectus and the announcement of the Company dated 24 May 2019, the
Group did not have other future plans for material investments and capital assets.
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EXECUTIVE DIRECTORS

Mr. Jin Guojun (£ Bl ), aged 43, is our chairman and was appointed as a Director on
19 July 2017 and was re-designated as an executive Director and appointed as the chief
executive officer on 19 September 2018. He co-founded our Group with Ms. Gong on 21
August 2001 and is primarily responsible for overseeing the daily operational management
and the business performance of our Group, as well as for the overall strategy planning
and management of our Company’s business. Mr. Jin is currently the director of each of our
Company’s subsidiaries (except Yiwu Bonny E-Commerce Co., Lid* (EEEBEEFTHBEER
~A]) (“Yiwu Bonny”)), namely, Hong Kong Bonny Ltd. (“Bonny HK"), Zhejiang Bonny Fashion
Holding Group Co., Ltd.* (fIITEERHIEREEBRAF]) (“Zhejiang Bonny”), Shanghai Bonny,
Yiwu Fayue Apparel Co., Ltd.* (& B =11 k&6 R A 7]) (“Yiwu Fayue”), Yiwu Bonny Sportswear Co.,
Ltd* (B E5BEESHREAMR AT (“Yiwu Sportswear”), Yiwu Leyishang Apparel Co., Ltd.* (% 5445k
#AREH AR A 7)) (“Yiwu Leyishang”) and Hunan Bonny. He is also the manager of Zhejiang Bonny,
Shanghai Bonny, Yiwu Fayue, Yiwu Sportswear, Yiwu Leyishang and Hunan Bonny. Mr. Jin is the
chairman of the nomination committee of the Company (the “Nomination Committee”’) and a member
of the Remuneration Committee of the Company (the “Remuneration Committee”).

Mr. Jin has over 17 years of experience in the intimate wear manufacturing industry. Mr. Jin
established our Group’s business through Zhejiang Bonny on 21 August 2001 and has since been
serving as the chairman of the board of Zhejiang Bonny. Prior to founding our Group, Mr. Jin worked
at Yiwu Office of State Administration of Taxation (ESMBE KR E) of Zhejiang Province from
October 1997 to September 2001. He co-founded Bode Holding Co., Ltd.* (f8{EXiRE B AR A A
) (“Bode Holding”) in September 2007 with Ms. Gong Lijin, our non-executive Director and spouse
of Mr. Jin, in which he has served as the chairman of the board. During the Period, the entire equity
interest of Bode Holding was held by Mr. Jin, until December 2019 when Mr. Jin transferred his
100% equity interests in Bode Holding to his sister and a PRC company owned by his sister and her
husband, and resigned as the chairman of Bode Holding. Mr. Jin acted as the chairman of the board
of the subsidiaries of Bode Holding, namely, Zhejiang Deshipu Polyamide Technology Co., Ltd.* (4
T =R R AR A F)) (“Deshipu Polyamide”) and Zhejiang Deshipu New Materials Technology
Co., Ltd.* (M IEmEHMEE AR A F) (‘Deshipu New Materials”) from December 2006 to
January 2020 and from December 2010 to January 2020, respectively. Since November 2016, Mr. Jin
has been acting as executive director and manager of Zhejiang Baicheng Trading Co., Ltd. (#/)I 14
K& SHRE A A (formerly known as Yiwu Junhe Cross-Border Electronic Commerce Industrial Park
Management Co., Ltd.* (RS EMBEREHEXEEEBR A F])), a company jointly controlled by Mr.
Jin and Ms. Gong Lijin, our non-executive Director and spouse of Mr. Jin. Mr. Jin has also worked
as the supervisor of Yiwu Junhe Intelligent Technology Co., Ltd.* (& BEME LRI AR A T) since
April 2011. Mr. Jin has been the vice president of the 10th Executive Committee of Yiwu Association
of Industry and Commerce* (EEM LREEBESEEHEHNITEZE ) since July 2017 and the executive

2011. Mr. Jin graduated from Correspondence College of the Party School of the Central Committee
of C.P.C* (F £ R ER KX EPT) in the PRC majoring in economic management through distance
learning in June 2001 and Chongaging University (EE XEZ) in the PRC majoring in engineering
management through distance learning in January 2014.

Mr. Jin is the spouse of Ms. Gong Lijin, our non-executive Director. He is one of the controlling
shareholders of the Company.
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Mr. Zhao Hui (%), aged 50, was appointed as a Director on 19 July 2017 and was re-designated
as an executive Director on 19 September 2018. He joined our Group on 26 December 2007 and
has acted as the chief financial officer of Zhejiang Bonny, and since November 2013, Mr. Zhao
has acted as the secretary to the board and deputy general manager of Zhejiang Bonny. He is
primarily responsible for overseeing our Group’s financial strategies and management and internal
compliance.

Mr. Zhao has over 27 years of experience in accounting and management in the textiles and clothing
industry. Prior to joining our Group, from July 1990 to May 2003, he worked at Ezhou General Textiles
Mill* (2B ™ £T 4% 42 %), which principally engages in the production and sale of socks and Mr. Zhao
was primarily responsible for calculating wages and financial reporting of the company. From June
2003 to December 2007, Mr. Zhao served as the chief financial officer and deputy general manager
of Zhejiang Hengxiang Cotton Textile Limited* (#/TE #8474 E B A7), a company engages
in the production and sale of cotton yarn and Mr. Zhao was primarily responsible for the financial
management of the company.

Mr. Zhao graduated from Wuhan University of Technology (E /22 T X&) in the PRC majoring in
accounting through distance learning in July 2013.

NON-EXECUTIVE DIRECTORS

Ms. Gong Lijin (22E8), aged 41, was appointed as a Director on 19 July 2017 and re-designated
as a non-executive Director on 19 September 2018. She co-founded our Group with Mr. Jin and is
primarily responsible for providing strategic advice on the operations and management of our Group.
She joined our Group as the general manager of the International Business Department of Zhejiang
Bonny on 21 August 2001, and has served as the supervisor of Shanghai Bonny since December
2007 and the executive director and manager of Yiwu Leyishang in March 2016, respectively. Ms.
Gong resigned from the positions in Zhejiang Bonny and Yiwu Leyishang on 31 December 2013 and
6 February 2018, respectively. Since June 2019, she has also been acting as the supervisor of Hunan
Bonny.

Ms. Gong has nearly 17 years of experience in accounting and management. Prior to joining our
Group, she worked as an accountant in Yiwu Zhicheng Accounting Firm* (& 5™ & € st I E 15 F7)
from September 1995 to January 2002. Ms. Gong has been serving as the supervisor of Deshipu
Polyamide, Bode Holding and Deshipu New Materials since December 2006, September 2007 and
December 2010, respectively.

Ms. Gong graduated from Yiwu Industrial School* (% & L #£4%) in the PRC majoring in computer
accounting in June 1995 and Correspondence College of the Central Party School of the Communist
Party of China* (f#hRERK KIFEF) in the PRC majoring in economic management through
distance learning in June 2001.

Ms. Gong is the spouse of Mr. Jin Guojun, our executive Director.
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Mr. Luo Weixing (587 2£), aged 44, was appointed as a Director on 19 July 2017 and re-designated
as a non-executive Director on 19 September 2018. He is primarily responsible for providing strategic
advice on the operations and management of our Group. Prior to joining our Group, from December
2010 to March 2017, Mr. Luo served as an executive director at Yiwu Yashi Accessories Co., Ltd.* (
EBEMEFfMMARZAF), a company engages in the production and sale of accessories and crafts
and in which he was primarily responsible for the overall operation of the company. In January 2011,
he started his own business, Kunming Weixing Economic Information Consulting Co., Ltd.* (283 {& #
&K HAMR A A in which he has served as the executive director and general manager since
then. He has also been serving as the vice president of Yiwu Loving Commune Charity Association®
(BEETEOAHLRAZFEWHE) since October 2014.

Mr. Luo graduated from Yiwu Xialuozhai Middle School* (£ 5 FNEEE# A £) in the PRC in June
1991.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Li Youxing (2745 £), aged 57, was appointed as an independent non-executive Director on 19
March 2019. He is a member of the audit committee of the Company (the “Audit Committee”).

Mr. Li has been a professor at Zhejiang University Guanghua Law School (#7/T K& ¥ # A Ep7)
since April 2003. Mr. Li was appointed as an independent director of Zhejiang Bonny on 10
December 2013 until 21 June 2017 in view of restructuring of our Group. Mr. Li has been the standing
director of the Institution of Securities Law under China Law Society* (T B (2@ &5 L2 L)
from December 2008 to December 2013. Mr. Li was awarded the Zhejiang Outstanding Young and
Middle-aged Jurists* (T EBFH B FEAEHZK) in December 2009. Mr. Li was an independent
director of Zhejiang Sunriver Culture Co., Ltd* (3T RX{ERMHB BER A F]) (a company listed on
Shanghai Stock Exchange, stock code: 600576) from June 2012 to September 2018. He was an
independent director of Hangxiao Steel Structure Co., Ltd* (MiEE &R D AR A 7)) (a company listed
on Shanghai Stock Exchange, stock code: 600477) from September 2013 to May 2019, and of Jack
Sewing Machine Co., Ltd.* (£ 8241 1D B R A 7)) (a company listed on Shanghai Stock Exchange,
stock code: 603337) from April 2017 to April 2020.

Mr. Li obtained a bachelor of commercial electronic technology from Hangzhou College of
Commerce* (M EEPT) in the PRC in July 1984. He obtained a master of law and a doctor
of economics from Zhejiang University (#1)ZK2) in the PRC in January 1996 and June 2007,
respectively.

Mr. Wang Jian (&), aged 59, was appointed as an independent non-executive Director on
19 March 2019. He is the chairman of the Remuneration Committee and a member of the Audit
Committee and the Nomination Committee. Mr. Wang served as a lecturer and an associate professor
at the Physical Education Science and Technology Research Center of Hangzhou University (now
known as Zhejiang University)* (fi)1 K288 5 RIZ2E KT ITAT) from 1987 to 1998. From 1998 to
2017, he served as an associate professor and a professor at the College of Education of Zhejiang
University* (VI KE2 & £p7). He currently serves as the head of the Physical Education department
of the College of Education of Zhejiang University (I AZ2# E 22 5 2 X) a professor of the
Center for Psychological Sciences at Zhejiang University* (3L K22 R 25726 03) and head of
Sports Science and Health Engineering Research Institute at Zhejiang University.
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Mr. Wang has been the director of the Chinese Ergonomics Society (B A8 T W& &) from 2012
to 2016. He has also been the vice chairman of the Health Industry Professional Committee* (& &
EX¥HE¥Z B ) of China International Exchange and Promotive Association for Medical and Health
Care (T BB EREBEZMIEEE) since August 2014 and the vice chairman of Zhejiang Provincial
Sports Reform and Development Committee* (MT & 885 MEEEZ B E) since April 2016. Mr. Wang
has also served as a member of the China Health Care Association* (Ff Bl{R £ =), a member of the
expert committee and the chairman of its Healthy Textile Branch* (2 EE 45 4% 9 &) of such association
since December 2016 and the chairman of the Human-Computer Interaction Professional Committee
of the Innovation Design Alliance of China* (1 B &I &% 51 &= 2 Bt 82) since November 2017.

Mr. Wang obtained a bachelor of exercise physiology from Shanxi University* (LU 78X &) in the PRC
in August 1982. He obtained a master of education and a doctor of engineering from Hangzhou
University* (1 X 2) in the PRC in September 1987 and June 1996, respectively.

Mr. Zhang Senquan (55 % %), formerly known as Zhang Min (58 &), aged 43, was appointed as an
independent non-executive Director on 19 March 2019. He is the independent non-executive Director
who has the qualifications and experience to meet the requirements under Rule 3.10(2) of the Listing
Rules.

Mr. Zhang is the chairman of the Audit Committee, and a member of the Nomination Committee and
the Remuneration Committee.

Mr. Zhang received his bachelor’s degree in economics from Fudan University in July 1999. He is
a member of Hong Kong Institute of Certified Public Accountants, China Institute of Certified Public
Accountants and American Institute of Certified Public Accountants, and has more than 10 years of
experience in accounting and auditing. Mr. Zhang Senquan worked at Ernst & Young, KPMG and
Deloitte Touche Tohmatsu serving several positions from audit staff to audit partner from October
1999 to October 2012.

Mr. Zhang currently is an independent non-executive director of Jiande International Holdings
Limited, a company listed on the Stock Exchange (stock code: 865); an independent non-executive
director of Natural Food International Holding Limited, a company listed on the Stock Exchange
(stock code: 1837); an independent non-executive director of Beijing Digital Telecom Co., Ltd.,
a company listed on the Stock Exchange (stock code: 6188); and an independent non-executive
director of Sang Hing Holdings (International) Ltd., a company listed on the Stock Exchange (stock
code: 1472).

Currently, Mr. Zhang is also an independent director of Jiangsu Aidea Pharmaceutical Co., Ltd. (/T
BImEE NN AR AR, the chief executive officer of Zhong Rui Capital (Hong Kong) Limited, a
consultancy company, and serves as the company secretary of Pengrun Holding Limited (B§B1ZE&&
[R 2 A]) since February 2020 and the company secretary of Kunda Mining Holdings Company Limited
(EEREEAR AR A F)) since March 2020. Mr. Zhang was the head of the Strategic Development
Department of Goodbaby International Holdings Limited, a company listed on the Stock Exchange
(stock code: 1086), from March 2013 to April 2014; the chief financial officer and joint company
secretary of Huazhong In-Vehicle Holdings Company Limited, a company listed on the Stock
Exchange (stock code: 6830), from May 2014 to July 2015; an independent director of Topchoice
Medical Investment Co. Inc., a company listed on the Shanghai Stock Exchange (stock code:
600763), from December 2014 to March 2017, an independent non-executive director of Casablanca
Group Limited, a company listed on the Stock Exchange (stock code: 2223), from April 2015 to April
2018; and the managing director of Southwest Securities International Securities Limited, a company
listed on the Stock Exchange (stock code: 812), from February 2016 to March 2020.
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SENIOR MANAGEMENT

Mr. Li Zhanhai (Z 5)8), aged 40, joined our Group as the administration and human resource
manager in August 2008 and has been the vice general manager of the corporate management
centre of our Group since July 2012. He is primarily responsible for the administrative and human
resource management of our Group.

Mr. Li has nearly 13 years of experience in administrative management. Prior to joining our Group, he
was the office manager of Yiwu Huafeng Hotel Co., Ltd.* (ESTELEEAFRE A 7)) from July 2004 to
June 2008. He subsequently worked for Zhejiang Gangmei Fashion Co., Ltd.* (I EERE AR A 7))
as the executive vice president (& 5 &l 4&) from July 2011 to June 2012.

Mr. Li graduated from Longdong College* (BEER Zf%) in the PRC majoring in politics and history
education in June 2004.

Mr. Gao Jiangpeng (=)L §), aged 35, joined our Group as the manager of the Shanxi Office of
Zhejiang Bonny on 21 March 2011. He subsequently worked as the director overseeing the northwest
area of the PRC for Zhejiang Bonny from January 2014 to October 2016 and the director of the brand
project department of Shanghai Bonny from November 2016 to July 2017. Since July 2017, he has
been promoted as the deputy general manager of Shanghai Bonny. He is primarily responsible for the
retail operation of our Group.

Mr. Gao has over 10 years of experience in the intimate apparel industry. Prior to joining our Group,
he worked as the manager of the Xi’an Office at Embry (China) Fashion Co., Ltd.* (Z#]% (FE)
AREABR A F]), a company engages in the production and sale of intimate wear from April 2006 to
February 2011, and was responsible for the retail operation of the company.

Mr. Gao graduated from Xi'an University of Finance and Economics* (FAZ 81X EP%) in the PRC
majoring in marketing in June 2006.

Ms. Dong Lan (£ ), aged 41, joined our Group in August 2016 and has since acted as the
technical director of the Shanghai research and development centre of our Group. She is primarily
responsible for the research and development and design of the retail system of our Group.

Ms. Dong has over 7 years of experience in intimate apparel design. Prior to joining our Group,
she worked at the business planning department at Wacoal Corp., a leading intimate apparel
manufacturing company in Japan, from April 2005 to March 2006. She also worked at the business
planning department at Wacoal (China) Apparel Co., Ltd.* (ZEHHE (F ) FEEGR AR F) from July
2006 to June 2007. She then worked at Wacoal (China) Apparel Co., Ltd. Shanghai Office* (ZE &
(R E)BEAR QA LED DA from December 2007 to June 2009.
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Ms. Dong also served as a director of the intimate apparel business planning department of Yuxu
Apparel (Shanghai) Co., Ltd.* (F/BF % (/&) BR A R]), a company engages in the production and
sale of apparel, accessories and fabric items, and she was responsible for corporate planning, from
December 2009 to June 2010.

Ms. Dong obtained a master of clothing from Kyoritsu Women’s University in Japan in March 2005. In
July 2000, Ms. Dong obtained a diploma in fashion design from Donghua University* (3 % K £).

Mr. Zhu Zhengxi (%< IE £), aged 35, joined our Group as the secretary to the chairman on July 2008
and has been working as the director of the cross-border e-commerce centre of Zhejiang Bonny
since 16 December 2015. He is primarily responsible for the e-commerce operation of our Group.

Mr. Zhu has over seven years of experience in management. He has served as the executive director
and manager of both Yiwu Jintuo Handicraft Co., Ltd.* (E5m#RH LTEZ AR A F) and Shenzhen
Jintuo Handicraft Co., Ltd.* (&I R+ T m AR 2 A]) from April 2011 and May 2015, respectively,
both of which provides the sale of toys, bags and office supplies and he was primarily responsible for
the retail operation of the companies.

Mr. Zhu obtained a bachelor of English from Chuzhou University* (& ZFz) in the PRC in July 2008.

Mr. Zhou Donggen (/& %4 1R), aged 44, joined our Group on 23 January 2011 and has acted as the
general manager of our intimate wear production centre of Zhejiang Bonny. Since June 2016, he
has been promoted as the production manager of Zhejiang Bonny. He is primarily responsible for
research and development, production and quality control of the company.

Mr. Zhou has over 15 years of experience in the intimate apparel industry. Prior to joining our Group,
he worked as the director at Guangzhou Painter Clothing Co., Ltd.* (BEM T ZBREHE R 2 7)) from
March 2008 to January 2011. He worked as the assistant general manager t Shenzhen Yves Clothing
Co., Ltd.* CRYITTFREHRE B A 7]), a company engages in the production and sale of intimate
wear from June 2003 to June 2007. He also worked as the assistant general manager at Guangdong
Dongguan Yongcheng Garment Co., Ltd.* (ERE R KFR XK ER A F]) from June 1997 to August
2001.

Mr. Zhou graduated from Nanchang University* (Fg& K£) in the PRC majoring in information
economics in July 1996.
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COMPANY SECRETARY

Ms. Chen Chun (/%) was appointed as a company secretary of our Company on 19 September
2018. Ms. Chen joined SWCS Corporate Services Group (Hong Kong) Limited in December 2013,
and currently serves as a company secretarial executive providing support and advisory on listed
companies’ company secretarial work and compliance matters.

Ms. Chen was admitted Associate of The Hong Kong Institute of Chartered Secretaries and elected
Associate of the Chartered Governance Institute (formerly known as The Institute of Chartered
Secretaries and Administrators) in March 2016. She obtained a bachelor degree of economics from
Shanghai Finance University* (/8% @ 26t) in July 2010.
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CORPORATE GOVERNANCE MEASURES

The Company is committed to maintaining high standards of corporate governance to safeguard
the interests of shareholders and to enhance corporate value and accountability. The Board has
adopted the principles and the code provisions of the Corporate Governance Code (the “CG Code”)
contained in Appendix 14 to The Rules Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”) to ensure that the Company’s business activities and decision making
processes are regulated in a proper and prudent manner.

Since the Listing Date and up to 31 December 2019, the Company has applied the principles and
code provisions of the CG Code contained in Appendix 14 of the Listing Rules (as in effect from time
to time) as the basis of the Company’s corporate governance practices. The Company has complied
with all the applicable code provisions of the CG Code, save and except for the code provision A.2.1.
Details of the deviation from the code provision A.2.1 are explained in the section “Chairman and
Chief Executive Officer” of this corporate governance report.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

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 (the “Model Code”) as its code of conduct regarding
dealings in the securities of the Company by the Directors and the Company’s senior management
who, because of his/her office or employment, is likely to possess inside information in relation to the
Company’s securities.

Upon specific enquiry, all Directors confirmed that they have complied with the Model Code since
the Listing Date and up to 31 December 2019. In addition, the Company is not aware of any
non-compliance of the Model Code by the senior management of the Company since the Listing Date
and up to 31 December 2019.

THE BOARD

Board Composition

The Board currently comprises of seven members, consisting of two executive Directors, two
non-executive Directors and three independent non-executive Directors.
Executive Directors

Mr. Jin Guojun (Chairman)

Mr. Zhao Hui

Non-executive Directors

Ms. Gong Lijin

Mr. Luo Weixing

Independent non-executive Directors

Mr. Li Youxing
Mr. Wang Jian
Mr. Zhang Senquan
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The list of directors (by category) is also disclosed in all corporate communications issued by the
Company from time to time pursuant to the Listing Rules. The independent non-executive directors
are expressly identified in all corporate communications pursuant to the Listing Rules.

The biographical details of the directors of the Company are set out under “Directors and Senior
Management” section in this annual report. Save as Ms. Gong Lijin who is the spouse of Mr. Jin
Guojun, none of the members of the Board is related to one another.

Chairman and chief executive officer

Mr. Jin Guojun (“Mr. Jin”) is the chairman of the Board and chief executive officer of the Company.
Although this deviates from the practice under code provision A.2.1 of the CG Code, where
it provides that the two positions should be held by two different individuals, as Mr. Jin has
considerable experience in the enterprise operation and management of the Company, the Board
believes that it is in the best interests of the Company and its shareholders as a whole to continue
to have Mr. Jin as chairman of the Board so that it can benefit from his experience and capability
in leading the Board in the long-term development of the Company. From a corporate governance
point of view, the decisions of the Board are made collectively by way of voting and therefore the
chairman should not be able to monopolize the decision-making of the Board. The Board considers
that the balance of power between the Board and management can still be maintained under the
current structure. The Board shall review the structure from time to time to ensure appropriate action
be taken should the need arise.

Independent non-executive directors

Since the Listing Date, the Board has at all times met the requirements of Rules 3.10 and 3.10A of the
Listing Rules of having three independent non-executive Directors (representing at least one third of
the Board) with at least one of them possessing appropriate professional qualifications, or accounting
or related financial management expertise.

The independent non-executive Directors bring a wide range of business and financial expertise,
experience and independent judgement to the Board and they are invited to serve on the Board
committees of the Company. Through active participation at Board meeting, taking the lead in
managing issues involving potential conflict of interests, all independent non-executive directors have
made various contributions to the effective direction of the Company and provided adequate checks
and balances to safeguard the interests of both the Group and the shareholders.

The Company has received written annual confirmation from each independent non-executive
Director of his independence pursuant to Rule 3.13 of the Listing Rules. The Company considers all
independent non-executive Directors to be independent in light of the independence guidelines set
out in Rule 3.13 of the Listing Rules.

Appointment and re-election of directors and non-executive directors

All directors of the Company are appointed for a specific term, subject to renewal upon expiry of
the existing term. Each of the executive Directors, non-executive Directors and independent non-
executive Directors is engaged on a service agreement for a term of three years. The appointment
may be terminated by either party by not less than three months’ written notice for the case of
executive Directors and non-executive Directors and one month’s written notice for the case of
independent non-executive Directors. Each of the independent non-executive directors of the
Company is appointed for a term of three years.
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The procedure and process of appointment, re-election and removal of directors are laid down in
the Company’s Articles of Association (the “Articles”). The Nomination Committee is responsible
for reviewing Board composition, monitoring the appointment of directors and assessing the
independent non-executive directors.

According to the Articles, one-third of the directors for the time being (if their number is not a
multiple of three, the number nearest to but not less than one-third) shall retire from office by rotation
at each annual general meeting provided that every director shall be subject to retirement at an
annual general meeting at least once every three years. In addition, any new director appointed by
the Board to fill a casual vacancy in the Board shall hold office only until the first general meeting
after appointment, and any new director appointed by the Board as an addition to the Board shall
hold office until the next following annual general meeting of the Company. The retiring directors are
eligible for re-election by the shareholders at the respective general meetings.

At the forthcoming annual general meeting of the Company (the “AGM”), Mr. Zhao Hui, Ms. Gong Lijin
and Mr. Luo Weixing will retire at the AGM pursuant to the Articles provisions stated in the foregoing
paragraph. All the above retiring directors, being eligible, will offer themselves for re-election
at the AGM. The Board and the Nomination Committee recommended their re-appointment. The
Company’s circular, sent together with this annual report, contains detailed information of the above
recommended persons as required by the Listing Rules.

Duties performed by the Board and management

The Board is responsible for the overall development of the Group, approving and monitoring the
overall development strategy of the Group, assessing, monitoring and controlling the operation and
financial performance, ensuring that the Directors perform their proper duties and act in the best
interests of the Group and hold discussions on various important and proper businesses of the
Company in a timely manner. All Directors are entitled to raise and include any matters that should
be submitted to the Board for discussion in the agenda of the board meeting. The management shall
provide members of the Board and specialized committees under the Board with appropriate and
sufficient information in a timely manner so as to update them with the latest developments of the
Group and to better facilitate the discharge of their duties. The management team is accountable
to the Board, executing the strategies and plans formulated by the Board, and making decisions in
relation to the day-to-day operation of the Group.

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

The Board is also responsible for determining the Company’s corporate governance policies which
include:

(a) to develop and review the Company’s policies and practices on corporate governance;

(b) to review and monitor the training and continuous professional development of the directors and
senior management;

(c) to review and monitor the Company’s policies and practices on compliance with legal and
regulatory requirements;

(d) to develop, review and monitor the code of conduct applicable to the directors and employees;
and

(e) to review the compliance with the CG Code and disclosures in the corporate governance report.
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Appropriate directors’ liability insurance cover has been arranged to indemnify the Board members
for liabilities arising out of corporate activities.

Training, Induction and Continuing Development of Directors

Prior to the Listing, all Directors have been given relevant guideline materials and attended a training
regarding the duties and responsibilities of being a Director, the relevant laws and regulations
applicable to the Directors, duty of disclosure of interest in the Group. Such induction materials
and briefings will also be provided to newly appointed Directors shortly upon their appointment as
Directors. Continuing briefings and professional development to Directors will be arranged whenever
necessary. The Company will continue to arrange and fund the training in accordance with code
provision A.6.5 of the CG Code.

According to the records of the Company, for the year ended 31 December 2019, all Directors
have received the following training, the emphasis of which were on the roles, functions and
duties of directors of companies listed on the Stock Exchange, in order to comply with the relevant
requirements under the CG Code in relation to continuous professional development of directors:

Attending seminars/

Reading materials briefings
Executive Directors
Mr. Jin Guojun (Chairman) \V —
Mr. Zhao Hui v —
Non-executive Directors
Ms. Gong Lijin v —
Mr. Luo Weixing V —
Independent Non-executive Directors
Mr. Li Youxing v Vv
Mr. Wang Jian vV Vv
Mr. Zhang Senquan v v

Board Meeting

During the Period, four Board meetings were held and the attendance records of individual Directors
are set out below:

Attendance/Number of Meetings

Executive Directors

Mr. Jin Guojun (Chairman) 4/4 (Note)
Mr. Zhao Hui 4/4 (Note)
Non-executive Directors

Ms. Gong Lijin 2/3
Mr. Luo Weixing 2/3
Independent Non-executive Directors

Mr. Li Youxing 3/3
Mr. Wang Jian 3/3
Mr. Zhang Senguan 3/3
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Note:

The Board had, by a resolution passed in a meeting attended by all Directors and in accordance with the articles of
association of the Company, delegated its power to a committee consisting of Mr. Jin Guojun and Mr. Zhao Hui in relation to
certain specified matters. As such, one of the Board meetings held was attended by Mr. Jin Guojun and Mr. Zhao Hui only.

Board committees
Nomination committee

The Company established a Nomination Committee on 19 March 2019 with written terms of reference
in compliance with paragraph A.5 of the CG Code as set out in Appendix 14 to the Listing Rules.

The primary duties of the Nomination Committee include, without limitation, (a) to review the structure,
size, composition and diversity (including without limitation, gender, age, cultural and educational
background, ethnicity, professional experience, skills, knowledge and length of service) of the Board
at least annually and make recommendations on any proposed changes to the Board to complement
the Company’s corporate strategy; (b) to determine the policy for the nomination of directors, identify
individuals suitably qualified to become members of the Board and may select individuals nominated
for directorship; (c) to assess the independence of the independent non-executive directors; and
(d) to make recommendations to the Board on the appointment or re-appointment of directors and
succession planning for directors, in particular the chairman and the chief executive, taking into the
Company’s corporate strategy and the mix of skills, knowledge, experience and diversity needed in
the future.

The Nomination Committee consists of one executive Director, namely Mr. Jin Guojun, and two
independent non-executive Directors, namely Mr. Wang Jian and Mr. Zhang Senquan. Mr. Jin Guojun
is the chairman of the Nomination Committee.

The Nomination Committee met once to review the structure, size and composition of the Board,
assess the independence of the independent non-executive Directors and other related matters of

the Company.

Details of attendance of members at meeting of the Nomination Committee held during the Period are
set out as follows:

Attendance/Number of Meetings

Mr. Jin Guojun (Chairman) 1/1
Mr. Wang Jian (Note) 0/1
Mr. Zhang Senquan 11
Note:

Mr. Wang was not able to attend the meeting of the Nomination Committee during the Period due to an urgent personal
commitment. Mr. Wang confirmed that he has received the meeting agenda and studied the meeting materials sent to him prior
to the meeting date, and agreed with the approved items in the minutes of the meeting.

Board Diversity Policy

The Board has adopted a board diversity policy (the “Board Diversity Policy”) which sets out the
approach to achieve a sustainable and balanced development of the Company and also to enhance
the quality of performance of the Company.
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Implementation

The Nomination Committee will review annually the structure, size and composition of the Board and,
where appropriate, make recommendations on changes to the Board to complement the Company’s
corporate strategy.

In reviewing and assessing the Board composition and the nomination of directors (as applicable),
board diversity has to be considered from a number of aspects, including but not limited to gender,
age, cultural and educational background, professional qualifications, skills, knowledge, industry and
regional experience and length of services.

The Company will also take into account factors relating to its own business model and specific
needs from time to time. The ultimate decision is based on merit and contribution that the selected
candidates will bring to the Board. As at the date of this report, the Board comprises seven
Directors with different appropriate skills, knowledge and experience to promote and achieve better
performance of the Company. Three of them are independent non-executive Directors, thereby
promoting critical review and control of the management process.

Nomination Policy

A “Nomination Policy” for Directors was formally adopted and this incorporated the nomination criteria
and principles for Directors that are set out in the Nomination Committee’s terms of reference. The
Nomination Policy applies to the directors of the Company and where applicable, senior management
prepared for Board positions under the succession planning of the Company.

The Nomination Policy aims to (i) set out the criteria and process in the nomination and appointment
of directors of the Company; (ii) ensure that the Board of the Company has a balance of skills,
experience and diversity of perspectives appropriate to the Company; and (iii) ensure the Board
continuity and appropriate leadership at Board level.

In evaluating and selecting any candidate for directorship, the following criteria should be
considered:

e  Character and integrity;

o Qualifications including professional qualifications, skills, knowledge and experience and
diversity aspects under the Board Diversity Policy that are relevant to the Company’s business
and corporate strategy;

e  Any measurable objectives adopted for achieving diversity on the Board;

o Requirement for the Board to have independent directors in accordance with the Listing
Rules and whether the candidate would be considered independent with reference to the

independence guidelines set out in the Listing Rules;

e Any potential contributions the candidate can bring to the Board in terms of qualifications, skills,
experience, independence and gender diversity;

e  Willingness and ability to devote adequate time to discharge duties as a member of the Board
and/or Board committee(s) of the Company; and
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° Such other perspectives that are appropriate to the Company’s business and succession plan
and where applicable, may be adopted and/or amended by the Board and/or the Nomination
Committee from time to time for nomination of directors and succession planning.

Nomination process

Appointment of new directors

(i) The Nomination Committee and/or the Board may select candidates for directorship from
various channels, including but not limited to internal promotion, re-designation, referral by other
member of the management and external recruitment agents.

(i) The Nomination Committee and/or the Board should, upon receipt of the proposal on
appointment of new director and the biographical information (or relevant details) of the
candidate, evaluate such candidate based on the criteria as set out above to determine whether
such candidate is qualified for directorship.

(iii) If the process yields one or more desirable candidates, the Nomination Committee and/or
the Board should rank them by order of preference based on the needs of the Company and
reference check of each candidate (where applicable).

(iv) The Nomination Committee should then recommend to the Board to appoint the appropriate
candidate for directorship, as applicable.

(v) For any person that is nominated by a shareholder for election as a director at the general
meeting of the Company, the Nomination Committee and/or the Board should evaluate such
candidate based on the criteria as set out above to determine whether such candidate is
qualified for directorship.

Where appropriate, the Nomination Committee and/or the Board should make recommendation to
shareholders in respect of the proposed election of director at the general meeting.

Re-election of directors at general meeting

(i)  The Nomination Committee and/or the Board should review the overall contribution and service
to the Company of the retiring director and the level of participation and performance on the
Board.

(i)  The Nomination Committee and/or the Board should also review and determine whether the
retiring director continues to meet the criteria as set out above.

(ili) The Nomination Committee and/or the Board should then make recommendation to shareholders
in respect of the proposed re-election of director at the general meeting.

Where the Board proposes a resolution to elect or re-elect a candidate as director at the general
meeting, the relevant information of the candidate will be disclosed in the circular to shareholders
and/or explanatory statement accompanying the notice of the relevant general meeting in
accordance with the Listing Rules and/or applicable laws and regulations.
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Audit committee

The Company established an Audit Committee on 19 March 2019 with written terms of reference in
compliance with Rule 3.21 of the Listing Rules and paragraph C.3 of the CG Code.

The primary duties of the Audit Committee include, without limitation, (a) to be primarily responsible
for making recommendation to the Board on the appointment, reappointment and removal of
the external auditor, and to approve the remuneration and terms of engagement of the external
auditor, and any questions of its resignation or dismissal; (b) to review and monitor the external
auditor’s independence and objectivity and the effectiveness of the audit process in accordance
with applicable standards; and (c) to discuss the risk management and internal control system with
management to ensure that management has performed its duty to have effective systems.

The Audit Committee consists of three independent non-executive Directors, namely Mr. Zhang
Senquan, Mr. Wang Jian and Mr. Li Youxing. Mr. Zhang Senquan is the chairman of the Audit
Committee.

During the Period, the Audit Committee met twice to review the effectiveness of the Company’s
financial controls, internal control and risk management systems. The Audit Committee has reviewed
the audited consolidated financial statements and results of the Group for the Period, and discussed
and recommended to the Board on the re-appointment of external auditor.

Details of attendance of members at meetings of the Audit Committee held during the Period are set
out as follows:

Attendance/Number of Meetings

Mr. Zhang Senquan (Chairman) 2/2
Mr. Wang Jian (Note) 1/2
Mr. Li Youxing 2/2
Note:

Mr. Wang was not able to attend one of the meetings of the Audit Committee during the Period due to an urgent personal
commitment. Mr. Wang confirmed that he has received the meeting agenda and studied the meeting materials sent to him prior
to the relevant meeting date, and agreed with the approved items in the minutes of the relevant meeting.

Remuneration committee

The Company established a Remuneration Committee on 19 March 2019 with written terms of
reference in compliance with Rule 3.25 of the Listing Rules and paragraph B.1 of the CG Code as set
out in Appendix 14 to the Listing Rules.

The primary duties of the Remuneration Committee, under the principle that no Director should be
involved in deciding his own remuneration, include, without limitation, (a) to make recommendations
to the Board on the Company’s policy and structure for all directors and senior management
remuneration and on the establishment of a formal and transparent procedure for developing
remuneration policy; (b) to make recommendations to the Board on the remuneration packages
of individual executive directors and senior management; and (c) to review and approve the
management’s remuneration proposals with reference to the Board’s corporate goals and objectives.
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The Remuneration Committee consists of two independent non-executive Directors, namely Mr. Wang
Jian, Mr. Zhang Senquan and one executive Director, namely Mr. Jin Guojun. Mr. Wang Jian is the
chairman of the Remuneration Committee.

During the Period, the Remuneration Committee met twice to review the remuneration policy for all
directors and senior management.

Details of attendance of members at meeting of the Remuneration Committee held during the Period
are set out as follows:

Attendance/Number of Meetings

Mr. Wang Jian (Chairman) Nete) 1/2
Mr. Jin Guojun 2/2
Mr. Zhang Senquan 2/2
Note:

Mr. Wang was not able to attend one of the meetings of the Remuneration Committee during the Period due to urgent
personal commitment. Mr. Zhang Senquan acted as the chairman of such meeting. Mr. Wang confirmed that he has received
the meeting agenda and studied the meeting materials sent to him prior to the relevant meeting date, and agreed with the
approved items in the minutes of the relevant meeting.

COMPANY SECRETARY

The company secretary of the Company is Ms. Chen Chun, a company secretary executive of SWCS
Corporate Services Group (Hong Kong) Limited, who fulfills the qualification requirements laid down
in the Listing Rules. Biographical details of Ms. Chen Chun are set out under “Directors and Senior
Management” section in this annual report. During the Period, Ms. Chen has taken not less than 15
hours of relevant professional training in compliance with the requirements of Rule 3.29 of the Listing
Rules. The main contact person of the Company is Mr. Zhao Hui, an executive Director.

SENIOR MANAGEMENT’S REMUNERATION

The remuneration of the senior management of the Group by band for the Period is set out below:

Band of remuneration (HK$) No. of person

Nil to 500,000 7

EXTERNAL AUDITORS AND REMUNERATION

The statement of the external auditor of the Company about their reporting responsibilities for the
Company’s financial statements for the year ended 31 December 2019 is set out in the Independent
Auditor’'s Report on pages 78 to 83 of this annual report.
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The fees paid/payable to Ernst & Young, the Company’s auditors, in respect of audit services and
non-audit services for the year ended 31 December 2019 are analysed below:

Fees paid/

Types of services provided by the external auditors payable
RMB’000

Audit services — audit fee for the year ended 31 December 2019 1,480
Audit services fees for initial public offer 1,813
Total 3,293

DIRECTORS RESPONSIBILITIES FOR FINANCIAL STATEMENT

The Directors acknowledge their responsibilities for the preparation of the consolidated financial
statements for each financial year, which give a true and fair view of the financial position of the
Group and of the results and cash flows of the Group for that year and in compliance with relevant
law and disclosure provisions of the Listing Rules. In preparing the financial statements for the
year ended 31 December 2019, the Directors have selected appropriate accounting policies and
applied them consistently, made judgements and estimates that are reasonable, and have prepared
disclosure of the financial position of the Group with reasonable accuracy at any time.

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

INTERNAL CONTROLS AND RISK MANAGEMENT

The Board is responsible for maintaining sound and effective internal control and risk management
systems in order to safeguard the Group’s assets and shareholders’ interests, and review and monitor
the effectiveness of the Group’s internal control and risk management systems on a yearly basis
so as to ensure that the internal control and risk management systems in place are adequate. The
purpose is to provide reasonable, but not absolute, assurance against material misstatements, errors,
losses or fraud, and to manage rather than eliminate risks of failure in achieving the Group’s business
objectives.

The “top-down” approach and the “bottom-up” approach were adopted by the Group in order to
measure the risks faced by the Group. The internal processes of risk assessment and measurement
involve the participation of management in assessing the risk exposure such as identifying the risks
and their impact.
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The Group’s internal audit department does not have an internal audit function to carry out
independent reviews of the adequacy and effectiveness of its risk management and internal control
systems, due to the size of the Group and for cost effectiveness consideration. During the Period, the
Company has engaged an independent consultancy firm to conduct review of risk management and
internal control systems of the Group. Independent review by such consultancy firm has revealed that
the continuing connected transaction of the Company for the Period has exceeded the prescribed
annual cap and had neither been approved by the Board nor re-complied with the requirements
under Chapter 14A of the Listing Rules. Remedial actions were promptly taken by the Company
upon the reveal of such findings. Further details of the exceeding of the annual cap of the continuing
connected transaction are set out in the section headed “Continuing Connected Transactions and
Related Party Transactions” in the Directors’ Report in this annual report. The Board considers that
although the risk management and internal control systems of the Group in relation to connected
transactions may have had some fundamental errors and were not effective during the Period, the
internal control systems in relation to other aspects and businesses of the Group are effective.

The Company recognises the importance of protecting the confidentiality of potential inside
information. Procedures are in place to control the dissemination of inside information, including the
monitoring of potential inside information to ensure that relevant facts and circumstances that may
have material effect on the share price of the Company are promptly identified and assessed, and
escalating the matter for the attention of the Board, if necessary, to determine whether a disclosure is
needed.

The Audit Committee would continue to assist the Board to oversee the work of such consultancy firm
and review the effectiveness of the risk management and internal control systems of the Group.

SHAREHOLDER RIGHTS
Procedures for shareholders to convene an extraordinary general meeting

Pursuant to Article 64 of the Articles, Board may, whenever it thinks fit, convene an extraordinary
general meeting. Extraordinary general meetings shall also be convened on the requisition of one or
more Shareholders holding, as 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 Board or the Secretary for the purpose of requiring an extraordinary general
meeting to be called by the Board 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 21
days of such deposit, the Board fails 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 Board shall be reimbursed to the requisitionist(s) by
the Company.

Procedures for shareholders to put forward proposals at shareholders’ meeting

If a shareholder wishes to put forward proposals at a shareholders’ meeting, the shareholder, who
has satisfied the shareholding requirements set out in the above paragraph headed “Procedures
for shareholders to convene an extraordinary general meeting”, may follow the same procedures
by sending a written requisition to the Board. The shareholder should state his/her proposals in the
written requisition and submit the written requisition as early as practicable to enable the Company to
make necessary arrangement.
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Procedures for directing shareholder’s enquiries to the Board

Shareholders may send written enquiries to the Company for putting forward any enquiries or
proposals to the Board. Contact details are as follows:

Address: 40th Floor, Sunlight Tower
248 Queen’s Road East
Wanchai
Hong Kong
(For the attention of the Board of Bonny International Holding Limited)

Email address: ppd@bonnychina.com

For the avoidance of doubt, shareholder(s) must deposit and send the original duly signed written
requisition, notice or statement, or enquiry (as the case may be) to the above address and provide
their full name, contact details and identification in order to give effect thereto.

INVESTOR RELATIONS

The Company considers that effective communication with shareholders is essential for enhancing
investor relations and investors’ understanding of the Groups’ business performance and strategies.
The Company also recognises the importance of transparency and timely disclosure of corporate
information, which will enable shareholders and investors to make the best investment decisions.

The general meetings of the Company provide a platform for communication between the Board
and the shareholders. The Chairman of the Board as well as chairmen of the Nomination Committee,
Remuneration Committee and Audit Committee or in their absence, other members of the respective
committees, and, where applicable, the chairman of the independent board committee are available
to answer questions at shareholders’ meeting.

To promote effective communication, the Company maintains a website at www.bonnychina.com
where up-to-date information and updates on the Company’s business operations and development,
financial information and other information are available to public access.

CONSTITUTIONAL DOCUMENTS

Pursuant to a special resolution of the shareholders passed on 19 March 2019, the amended and
restated memorandum was effective from 19 March 2019 and the amended and restated articles of
association of the Company was adopted with effect from the Listing Date. Save as disclosed above,
there was no change in the memorandum and articles of association of the Company during the
Period.

The amended and restated memorandum and articles of association of the Company are available on
the websites of the Stock Exchange and the Company.
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OVERVIEW OF ESG REPORT
1. INTRODUCTION

Bonny International Holding Limited (the “Group”) is committed to building an environmentally-
friendly corporation, while maintaining high quality standards in design, production and sale
of seamless and traditional intimate wears including bras, underpants, thermal clothes and
loungewear as well as functional sportswear. The Group is the leading seamless intimate wear
manufacturer in the People’s Republic of China (the “PRC”) and has possess over 200 sets
of producing seamless circular knitting machines, which is the company’s core production
equipment for seamless production.

As at the end of 31 December 2019, the Group’s retail network comprised 140 self-operated
retail outlets and 50 franchised retail outlets in 18 provinces, municipalities and autonomous
regions in the PRC. The Group has two production sites, Suxi Production Site and Beiyuan
Production Site, which are located at Yiwu, Zhejiang Province, the PRC. The Group currently only
operates Suxi Production Site for production operations, while Beiyuan Production Site is under
development.

The Group considers social and environmental responsibilities as one of the core values in its
business operations. China is the largest producer and consumer of intimate wears in the world.
It is important for the Group to raise awareness about the industrial pollution, climate change
and employment equality. We have formulated measures to address such issues. In addition, the
Group strives for greater sustainability and transparency, as well as creating products that foster
a sustainable environment for future generation.

This report summarises several subjects of the Group’s business practices for the Environment,
Social and Governance (referred to as the “ESG”) report (referred to as the “Report”’) and the
relevant implemented policies and strategies in relation to the Group’s operational practices and
environmental protection. The Report covers the period from 1 January 2019 to 31 December
2019 (the “Reporting Period” or the “FY2019").

2. BASIS OF THIS REPORT

The Report has been prepared with reference to the ESG Reporting Guide set out in Appendix
27 to the Main Board Listing Rules of the Stock Exchange of Hong Kong Limited (the “SEHK”).

3. SCOPE OF THIS REPORT

The general disclosure of the environmental and social policies and measures in this Report
and the compliance issues cover the entire group, together with the disclosure scope of the
Environmental Key Performance Indicators (referred to as the “KPIs”) section of the Report
covers the operation and production sites of the Group in the PRC.

The Group’s PRC operation represents the majority of the Group’s environmental and social
impacts, and the impacts from its office in Hong Kong is minimal. As Beiyuan Production Site is
under development and its production is not commenced as at the end of financial year 2019,
the content of the ESG Report mainly focus on Suxi Production Site in Zhejiang Province together
with the self-operated retail outlets in 15 provinces, municipalities and autonomous regions in
the PRC, unless stated otherwise.
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COMMENTS AND FEEDBACK

The progress of the Group depends in part on stakeholders’ valuable comments. For any doubts
about or advice as regards to this ESG Report, please forward your comments and suggestions
to ppd@bonnychina.com.

STAKEHOLDER ENGAGEMENT

The Group believes that understanding the views of the stakeholders lays a solid foundation to
the long-term growth and success of the Group. The Group has a wide network of stakeholders,
including employees, customers, suppliers and business partners, investors, government and
community.

Employees

o

Suppliers &
business

partners

The Group develops multiple channels to the stakeholders which summarised in the following
table. The multiple channels provide them with the opportunities to express their views on the
Group’s sustainability performance and future strategies. To reinforce mutual trust and respect,
the Group is committed to maintaining communication channels, both formally and informally,
with stakeholders to enable the Group to better shape its business strategies in order to respond
to their needs and expectations, strengthen important relationships and identify potential risks.
The information collected through different communication processes serves as an underlying
basis for the structure of this ESG Report.
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Engagement channels

Possible concerned issues

Investors

Customers

Employees

Suppliers and business
partners

Government and other
regulatory authorities

Local community

e  General meetings

° Regular corporate publications
including financial reports

e  Circulars and announcements

e  Corporate website

o Direct communication

° Meetings and responses to
phone and written enquiries

° Direct communication
° Emails
o Business meetings

e  Appraisals

e On-the-job coaching

e  Trainings

° Internal memorandum

° Human resources manual
° Exit interview

Business meetings
e  Tendering for procurement of
products or services

Statutory filings and notification
o Regulatory or voluntary
disclosures

e Community activities
o Donations

° Business strategies and
sustainability

e  Financial performance

e  Corporate governance

e  Service quality and
reliability

o Customers information
security

° Business ethics

e  Training and development

° Employee remuneration

o Rights and benefits

o Working hours

e  QOccupational health and
safety

e  Equal opportunities

° Fair competition
o Fulfillment of promises

o Payment schedule

e  Compliance with law and

regulations

e Treatment of inside
information

e  Co-operation with
enquiries

° Environmental protection
o Fair employment
opportunities
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6. MATERIALITY ASSESSMENT

The Group has maintained close communication with the stakeholders since the Group listed on
the SEHK. Through ongoing discussions and direct communications with the stakeholders, the
Group understands the main concerns and material issues that matter most to the stakeholders.
The main concerns and material issues are listed below:

ESG aspects as set out in ESG Reporting Guide

Material ESG issues for the
Group

A.  Environmental A1 Emissions 1. Air Emission
A2 Use of Resources 2. Greenhouse Gas Emission
A3 The Environment and Natural 3.  Waste Management
Resources 4. Energy Consumption
5. Water Consumption
6. Paper Consumption
7. Environmental Risk
Management
B. Social B1 Employment 8. Human Resources
B2 Health and Safety Management
B3 Development and Training 9. Employment and
B4 Labour Standards Remuneration Policies
B5 Supply Chain Management 10. Equal Opportunity
B6 Product Responsibility 11. Employees’ Health and
B7 Anti-corruption Workplace Safety
B8 Community Investment 12. Employee Development

13. Prevention of Child and
Forced Labour

14. Supplier Practices

15. Product Quality and
Customer Satisfaction

16. Protection of Customer
Privacy

17. Anti-corruption and Anti-
money Laundering

18. Community Investment

Pursuant to environmental and social issues based on the ESG Reporting Guide within the scope
of sustainability and the information collected from the stakeholders and the assessments of their
importance on business, the Group built a two-dimensional materiality matrix and identified the
following issues that are in high priority to the stakeholders and the Group. The priorities are set
based on the management’s view as well as stakeholders’ feedback.
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Materiality Matrix
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Importance to Business

Number Topics

5 Water Consumption

8 Human Resources Management

9 Employment and Remuneration
Policies

10 Equal Opportunity

11 Employees’ Health and Workplace
Safety

12 Employee Development

13 Anti-child and Forced Labor

14 Supplier Practices

15 Goods/Services Quality and
Customer Satisfaction

16 Protection of Customer Privacy

17 Anti-corruption and Anti-money
Laundering

These areas will become the leading priorities in the ESG strategy. We believe that they will
contribute significantly to the Group’s sustainable development on the long term basis.
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7. APPROACH TO SUSTAINABILITY DEVELOPMENT

As a responsible company, the Group continues to improve its measures for sustainability as
well as to meet the standards of customers. In January 2019, the Group issued and implemented
the Quality and Environment Management Handbook (the “Handbook”). According to the
Handbook, the Group specified its policies on business management, including the provision of
high-quality products, gaining user satisfaction, development of human resources, streamlining
of work procedures; clean production, maintaining environmental hygiene, complying with
laws and regulations, and achieving sustainable development. To make the Group’s investors
and stakeholders properly informed for assessment, the Group has set out below its efforts
to minimise the negative influence to the environment, promote the well-being of the Group’s
employees and contribute to the community during the Reporting Period.

ENVIRONMENTAL RESPONSIBILITY

The Group is aware of the environmental impacts that may be arisen from the production processes.
In addition to complying with all appropriate laws and regulations of the Ministry of Environmental
Protection of the PRC, the Group strives to achieve sustainable development in the operation. The
Group is committed to endorsing a green environmental protection enterprise culture in the business
development. With a series of environmental policies established, the Group takes measures to
minimise the potential adverse impact on the environment and preserve natural resources arising
from the operation and activities. Owing to the nature of the business, the Group’s commitment to the
environment focuses on the reduction of emission, the efficiency of energy and water usage, as well
as the conservation of ecological environment.

The Handbook adopted by the Group in January 2019 has specified the following environmental
objectives and the responsibilities of each section and department of the Group.

Department Assessing ltem
Office 1. 100% disposal of domestic wastes
Quality management department 1. 100% disposal of defective products
Production department 1. 100% utilization of equipment

2. 100% collection of workshop solid wastes
Marketing department 1. 100% promotion of environmental protection products
Merchandizing department 1. 100% issue of environmental protection notices
Workshop 1. 100% effective workshop fire-fighting equipment
Warehouse 1. 100% effective warehouse fire-fighting equipment
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Environment Management

Environment management can result in higher resources recovery efficiency, cleaner production
process and higher production efficiency, profitability, reputation and competitiveness of the
Group.

The Group strives to ensure product safety, to maintain green and clean production and to
perform social responsibility for the local communities. The Group is of the view that in order
to maintain the production process as green and clean as possible, the environmental issues
must be managed properly. Thus, the Group regularly monitors and measures its production
activities to ensure they are adhering to the national standards. The measurements taken during
production include air pollution, noise, sewage and wastes. The data collected are used to
identify environmental problems. If environmental problems are found, the Group will discuss
and implement effective solutions to eliminate the adverse impacts of its operation on the
environment,

The Group’s management team is responsible for implementing and monitoring the environment
management plans and programs. The management team identifies and addresses possible
measures to reduce the adverse impacts of its operation on the environment. The Group’s
management team is also responsible for ensuring timely execution and submission of
environmental plans and reports to related authorities, and obtaining the requisite licenses and
permits.

The management team strives to ensure that the Group has complied with the relevant
environmental regulations, including but not limited to the following:

e The Environmental Protection Law of the PRC ({F # A R H A B IR IB IR EE))

e The Regulations on the Administration of Environmental Protection of Construction Project
((EREBEARRREEEGD))

e The Appraising of Environment Impact law of the PRC (P E#E A R X MBEIIRBF LT EL))
In addition, the Group will keep abreast of the new legal development in the PRC regarding this

aspect and review its environmental policy from time to time to ensure its on-going compliance
with the latest relevant environmental laws and regulations.
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Aspect A1: Emissions

The production and operation of the Group inevitably generates different kinds of pollutants.
The major pollutants of the Group include air pollution, sewage and solid wastes. The Group
strives to minimise the emissions by taking practicable measures in compliance with the
laws and regulations relating to environment protection. The Group has implemented various
environmental policies and has been awarded quality standard certification of ISO14001 in
respect of its environment management system.

Air Emission

The Group is committed to reducing the emissions and has established the procedures
regarding the management of emissions to the atmosphere. The Group has taken the following
policies and measures to mitigate the emissions:

o Invest in purchasing efficient and least polluting machineries;

e  Adjust proper numbers and models of company vehicles to reduce fuel consumption and
emission;

° Deliver goods during non-peak hours/seasons to avoid inefficient operation and energy loss
brought by congestion;

o Instead of taking long-distance business trips, conduct video conferencing or use emails. A
total of 30 telephone conferences were conducted to reduce 40 travels in 2019; and

e Choose direct flights for unavoidable business trips.

The air emissions of the Group are mainly exhaust gas generated by vehicles. The Group seeks
to minimize air emissions by turning off the engines of idling vehicles and maintaining proper
numbers and models of company vehicles.

In 2019, the exhaust gases generated by the Group were mainly Sulphur Oxides (SOx), Nitrogen
Oxide (NOx), and particulate matter (PM). As illustrated from the table below, the Group
produced 81.21kg, 0.31kg and 7.78kg of NOx, SOx and PM, respectively, in the Reporting
Period.
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The volumes of air emissions generated by the Group in 2019 and their comparison with 2018
are set out in the table below.

Emission volume

Annual

growth rate

Types of Air Emissions Unit 2019 2018 (2018-2019)
Nitrogen Oxide (NOx) kg 81.21 88.24 -8.0%
Sulphur Oxides (SOx) kg 0.31 0.49 -35.8%
Particulate matter (PM) kg 7.78 8.16 -4.6%
Total kg 89.30 96.89 -7.8%

Achievements: The volume of various air emissions of the Group in 2019 decreased to a certain
extent as compared with 2018. It was primarily due to the reduction in gasoline and diesel
consumption. In 2019, the air emission density of the Group was approximately 0.31kg/RMB
million.

Greenhouse Gas

The greenhouse gases from the daily operation of the Group include direct emission and indirect
emission. Direct emission includes emissions from combustion of vehicle engine and fuel
consumption of factory boilers. Indirect emission is primarily the emission from the generation of
electricity used. The Group generated a total of 8,830.10 tonnes of carbon dioxide equivalent in
2019, of which 271.44 tonnes were direct emission and 8,558.66 tonnes were indirect emission.
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The greenhouse gases generated by the Group in 2019 and their comparison with 2018 are
shown in the table below.

Greenhouse gases volume

Annual

Sources of Growth Rate
greenhouse gas Unit 2019 2018 (2018-2019)
Scope 1 Direct emission
Company Vehicles tonne of carbon dioxide

equivalent 55.65 86.24 -35.5%
Fuel Consumption tonne of carbon dioxide

equivalent 20.00 23.48 -14.8%
Refrigerant tonne of carbon dioxide

equivalent 195.79 136.00 44.0%
Sub-total tonne of carbon dioxide

equivalent 271.44 245.72 10.5%
Scope 2 Indirect Emission
Purchased Electricity tonne of carbon dioxide

equivalent 8,558.66 8,471.93 1.0%
Sub-total tonne of carbon dioxide

equivalent 8,558.66 8,471.93 1.0%
Total tonne of carbon dioxide

equivalent 8,830.10 8,717.65 1.3%

Achievements: In 2019, the greenhouse gases generated directly from vehicle and boilers of the
Group showed a significant decrease as compared with 2018. The greenhouse gases indirectly
from electricity consumption was almost the same as those in 2018. In 2019, In 2019, the
emission density of greenhouse gases of the Group was approximately 31.04 tonne of carbon
dioxide equivalent/RMB million.

Waste Management

In 2019, the Group has taken the following policies and measures to reduce wastes:

e  Set up waste separation bins, recycling bins and other facilities for collecting materials such
as waste paper, metal and plastic;

° Adopt green procurement, i.e. purchase products and services that cause minimal adverse
environmental impacts; and

o Promote the recycling of construction materials to all stores and require to reuse existing
props as much as possible in the renovation;
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e  Suppliers are required to improve the production of wooden boards and spray-painting
techniques to reduce the production of hazardous wastes; and

o Regular collection of items for recycling.

The Group has established clear and concrete guidelines on waste management. We have
strictly complied with the local waste classification standards and classified the wastes. We
have also tried, as far as possible, to reuse the sewage and sludge generated in the production
process. In addition, employees are reminded regularly to protect the environment through
varies channels, including emails, notices and promotion slogans. Wastes generated by the
Group in 2019 are as follows:

— Liquid waste

Volume of liquid waste

Produced Reused Percentage
Type of liquid waste Unit in 2019 in 2019 of reuse
Industrial sewage Tonne 89,868 54,606 60.8%
Sludge Tonne 103 90 87.4%
Total Tonne 89,971 54,696 60.8%
— Solid waste
Volume of solid waste
Volume of
solid waste
generated
Type of solid waste Unit in 2019
Hazardous solid waste
Used lead-acid battery Tonne 0.63
Dye packaging bag Tonne 0.0921
Non-hazardous solid waste
Office paper Tonne 1,266
Construction/demolition waste Tonne 32
Plastic packaging materials used during decoration Tonne 0.22

In 2019, the density of industrial sewage and sludge generated by the Group was 316.30 tonne/
RMB million. The density of hazardous solid waste was 0.0025 tonne/RMB million. The density of
non-hazardous solid waste was 4.56 tonne/RMB million.

In 2019, the Group strictly complied with local environment protection policies and duly

disposed of wastes it generated. Sludge was treated by professional companies for reuse while
dye packaging bags were collected by other companies for treatment.
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3. Aspect A2: Consumption of Resources
Energy

The Group has committed to minimizing energy usage. The following policies and measures
were implemented by the Group in 2019:

° Deploy natural light as much as possible;

° Maintain light fixtures and lamps in good condition to maximize their efficiency;

e  Switch off unnecessary lighting and energy consumption equipment while not in use;

e  Separate light switches for different light zones;

° Use electronic ballasts to replace electromagnetic ballasts;

o Install motion sensors in areas not frequently used;

° Replace lighting devices of power consumption higher than the required level;

e  Set the temperature of the air-conditioner within 24-26°C, an energy-efficient level;

e Clean the air filter of the air-conditioners regularly to improve the efficiency of cool air flow;
° Use timer or switch off the printers completely during non-operating hours;

e  Switch off information and communication technology equipment completely during non-
operating hours.

The Group’s energy consumption mainly generated from electricity and natural gas in the
operation. The following table illustrates the energy consumption of the Group in 2019 and its

comparison with 2018:

Energy Consumption

Annual

growth rate

Energy Unit 2019 2018 (2018-2019)
Electricity kWh 10,858,984 12,102,761 -10.3%
Natural Gas Cubic Meter 1,296,363 1,521,660 -14.8%
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Achievements: In 2019, the electricity and natural gas consumption of the Group decreased
significantly from the previous year. Among which the electricity and natural gas consumption
decreased by approximately 10.3% and 14.8% respectively compared to 2018. In 2019, the
density of electricity consumption of the Group was 38,175.37 kWh/RMB million. The density of
natural gas consumption was 4,557.44 m3/RMB million.

Water

Intimate wear production is a water intensive industry. Water saving and re-use of water are the
Group’s major directions regarding water resource.

For water saving, effective water saving production methods and equipment were adopted
to enhance water efficiency. Water quality is also under regular inspection to prepare for the
proposed installation of water saving facility. In 2019, the Group has consumed 144,167 tonnes
of water in aggregate, representing a decrease of approximately 29.6% as compared with
204,710 tonnes of water in 2018. In 2019, the density of water consumption of the Group was
506.83 tonne/RMB million.

Packaging

Owing to the nature of the Group’s business, the packaging materials used by the Group mainly
include materials used for products packing, such as plastic bags, liner plates and packaging
boxes, and materials consumed in the course of sales, such as tags, gun needles and stickers.
In respect of type of materials, the packaging materials used by the Group in 2019 were mainly
paper and plastic. In 2019, the total amounts of packaging material consumed for finished
products by types are as follows:

Consumption of Packaging Materials

Total quantity
consumed in

Packaging materials Type Unit 2019
Carton box Paper Piece 2,081,870
Tag Paper Piece 8,493,223
Plastic bag Plastic Piece 3,917,221
Hanger Plastic Piece 1,718,270
Size marker Plastic Piece 1,888,043
Adhesive sticker Paper Roll 389,945
Gun needle Plastic Piece 5,370,000
Sticker Paper Piece 12,222,815
Paper card Paper Piece 2,507,020
Buckle Plastic Piece 3,057,562
Packaging box Paper Piece 4,166,504
Tape Others Roll 97,023
Liner plate Paper Piece 108,544
Carton divider Paper Piece 151,877

Note: As the packaging materials are different from each other in characteristics and specifications, the consumption of
the packaging materials listed above are calculated by quantity.
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Aspect A3: The Environment and Natural Resources
Energy Efficiency Initiative

The Group has established clear regulations on resources consumption in business operation
to ensure effective use of resources. It also adopts various measures to minimize the power
consumption, including use of energy saving equipment as well as recycling and reusing of
resources in its daily operation and working environment, so as to reduce the negative impacts
of energy consumption on the environment.

— Paper Reduction

Excessive use of paper causes negative impacts to our environment. Deforestation is
the primary effect of our mindless use of paper. With the aim of minimizing the impact
of the business operation on the environment, the Group has implemented measures for
environmental protection that minimize paper usage at the office. To ensure papers are
consumed in the most efficient way and make it convenient for staff and clients to do so, the
Group has imposed eco printing modes for staff. Furthermore, the Group encourages staff
to use electronic communications for directories, forms, reports and storage when possible.
Lastly, the Group has reduced the consumption of paper products in packaging, logistics
and sales of finished products through recycling and reuse.

—  Water Utilization

The Group’s source of water consumption generated from the production process, toilet
flushing, washing and canteen. The Group treats the industrial sewage generated from the
production process in strict compliance with local discharge standards and reuses certain
industrial sewage which reaches water quality standards in the production process. While
reducing discharge, the Group also conserves water as much as possible. For domestic
wastewater, the Group examines the water quality before drainage to ensure the national
and local environmental requirements are complied.

In addition, the Group has adopted the following policies and measures to minimize the
consumption of water:

e  Collect rainwater in the factories;

° Recycle and reuse wastewater for cleaning and irrigation;

e  Use dual-flush toilet;

e  Check the hoses and pipes for leaks regularly and repair them in a timely manner; and

° Read the water readings at regular interval when no water is being used and check for
hidden water leaks.
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SOCIAL RESPONSIBILITY

The Group believes building strong and lasting relationship with the employees and suppliers
is essential to a socially responsible enterprise. Besides, maintaining smooth and efficient
communication with other parties is indispensable as an organization and partner to the stakeholders.

1. Aspect B1: Employment and Remuneration Policies

The Group enters into individual employment contracts with its employees. The Group reviews
the performance of its employees on a regular basis, the results of which are used in his or
her salary review and promotion appraisal. In order to attract and retain quality personnel and
to preserve competitiveness in the labor market, the Group also conducts research on the
remuneration packages that are offered by other companies of comparable size in the same
industry.

Pursuant to regulations in each of the local jurisdictions where the Group operates, the Group
makes contributions to various employee benefit plans. Employee benefits covered by these
arrangements include employee benefits required by PRC laws and regulations as well as
incentives for increasing productivity, accommodations, meals and travel allowances. The Group
also contributes to social security insurance covering pension insurance, medical insurance,
unemployment insurance, personal injury insurance and maternity insurance (where applicable)
as well as housing fund for its employees according to the relevant PRC laws and regulations.

The Group’s essential policies and procedures are also included in the staff handbook which will
be reviewed and updated regularly. The Group discourages and disallows any behaviour that
violates the regulations under staff handbook. Offenders will receive warning, and the Group
has the right to terminate employment contract with offenders for serious violations. During
the Reporting Period, the Group did not find any significant violations of laws and regulations
relating to human resources.
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Employment

The Group is an equal opportunity employer and does not discriminate on the basis of personal
characteristics, gender or age. The Group has staff handbook outlining the terms and conditions
of employment, expectation for employees’ conducts and behaviors as well as, employees’
rights and benefits. There are policies established and implemented that promote harmony and
respectful workplace. With the aim to ensure fair and equal protection for all employees, the
Group has zero tolerance on sexual harassment or abuse in the workplace in any form, which is
a violation of the labor laws in all countries.

As at 31 December 2019, the Group has 779 full-time employees. The following chart sets out a
breakdown of the Group’s percentage of employees by gender, education and age.

Total
Employees number 779
By gender
Male % 29.9%
Female % 70.1%
By education
University and above % 9.1%
Tertiary education % 16.8%
Technical schools and high schools % 45.1%
Middle schools and below % 29.0%
By age
30 and below % 19.8%
31-50 % 74.1%
51 and above % 6.1%

The Group strictly prohibits the employment of children or forced labor and sets out the policies
in the labor code to eradicate child labor, juvenile workers and forced labor.

Promotion

The Group’s promotion process are carried out in a fair and open manner for all employees;
employees are recognized and rewarded by their contributions, work performances and skills,
and outcomes will not be affected by any discrimination on the grounds of age, sex, physical or
mental health status, marital status, family status, race, skin color, nationality, religion, political
affiliation and sexual orientation and other factors.
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Aspect B2: Health and Safety

The Group strives to provide a safe and healthy workplace for the employees as the Group
complies with all applicable regulations and ordinances regarding to Occupational Safety and
Health (OSH).

With a view to maintaining occupational safety of work places, the Group has implemented
operational procedures and safety standards for its production process. The Group also
provides its employees with occupational safety trainings to enhance their awareness of safety.
In 2019, the Group organized five training sessions in relation to occupational safety, covering
occupational health protection and safety of employees, labor protective equipment, control
and training of the use of sharp metal tools, training of voluntary fire brigades and fire drills. The
Group will continue to pay attention to occupational health and safety of its employees, striving
to further improve the working environment and intensity in compliance with the applicable laws
and regulations.

The Group has received a Work Safety Standardization Certification by the State Administration
of Work Safety. During the Reporting Period, the Group did not find any case of violations of laws
and regulations in relation to the health and safety of the workplace, and neither work-related
fatalities nor work injury was noted.

The Group is not aware of any material non-compliance with the above-mentioned relevant laws
and regulations that have a significant impact on the Group relating to providing a safe working
environment and protecting employees from occupational hazards during the Reporting Period.

In addition, the Group has designated a person in the administration department to identify any
actual and potential hazards or risks to employees and work towards elimination of identified
risks. While ensuring that office and work environment is in line with requirements of relevant
laws, the Group has maintained a safe and healthy working environment. The Group’s building
management office has also arranged a number of rescue, fire and evacuation drills to improve
staff safety awareness. Employees are expected to comply with the policies and procedures,
and cooperate actively in safety trainings.

Aspect B3: Development and Training

In order to further improve the knowledge, technique and quality of employees and to fulfil their
career development needs and attracting high quality talents, the Group places strong emphasis
on training of employees. In 2019, the Group had organized 17 sessions of training programs for
our employees of 16.5 hours in total, including new recruits training programme and vocational
training, with 2,474 attendant. The Group also encouraged employees of different departments
to communicate and participate in job rotation for career development and improvement.

For outlets, the Group believes that the performance of outlet staff is critical to the success of a
retail outlet. The Group places great emphasis on the training of the outlet staff and provides in-
house training programs to the outlet staff on various retail operation matters, such as product
knowledge, sales techniques, customer service, store operation and safety measures.

To encourage the employees improving their professional skills, the Group offers reimbursement

of course fee to the employees to encourage them to study and to take any relevant
examinations. Study leave is also given to motivate the employees.
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In addition, on-the-job trainings and off-the-job seminars facilitated by the management of the
Group will be held periodically. Such sessions will usually provide a detailed explanation and
discussion of technical knowledge encountered by the staffs in the recent projects. The Group
highly encourages the staffs to attend internal training courses to develop personal skills and
expand the knowledge.

For managements, the Group has provided different kinds of training for the top management
and staff to enhance their level of communication and team building skills. Furthermore,
directors are given with guidance and preparation meetings about the Group’s business and
his/her duties responsibilities under the Listing Rules and the relevant statutory and regulatory
requirements when newly appointed. The directors will be briefed regularly on the latest
development regarding the Listing Rules and other applicable statutory requirements to ensure
compliance and upkeep of good corporate governance practices.

Aspect B4: Labor Standard

The Group’s human resource management policy has fulfilled the requirement outlined in the
Labour Contract Law of the PRC. The Group has established and implemented staff manual
which contains policies relating to relevant labor laws, regulations and industry practices,
covering areas such as compensation, dismissal, promotion, working hours, recruitment, rest
periods, diversity and other benefits and welfare.

In addition, the Group strives to ensure an equal and fair working environment. The Group has
strictly complied with the Labor Ordinance and does not tolerate any form of sexual harassment
and abuse in the workplace, which is a violation of the employment law in the PRC.

The prohibition of child labor and forced labor practices are also set in accordance with all
relevant laws and regulations that applied in the Group. In the recruitment process, the Group
implements appropriate procedures to ensure that employment adheres to the applicable
laws in regards to child labor and forced labor. During the Reporting Period, no violations
regarding occurrence of the age of employment and labor disputes between the Group and the
employees.

Aspect B5: Supply Chain Management

The Group is committed to developing and maintaining effective and mutually beneficial
working relationships with the business partners (suppliers, subcontractors, franchisees and
transporters, etc.). The Group requires each of the business partners to comply with the code
of conduct of social responsibility and business ethics the Group set out. The Group will assess
whether the business partners fulfil the terms of the Supplier Management System and the
Selection Standard and Supervision Guidelines of Dealers and Franchisee annually. Violation of
such terms will lead to instant termination of the business partnership.

The Group strives to focus on ethical supply chain management while producing a global
supply chains. During the Reporting Period, the Group has a total of 252 suppliers covering 10
categories, including raw material suppliers, logistic suppliers, engineering suppliers and cross
border e-commerce product suppliers, and 50 franchisees.
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Supplier Management

The Group has formulated the Supplier Management System to manage the identification,
acceptance, assessment, appraisal, evaluation and withdrawal of suppliers. The system
is established to regulate the management of suppliers and to maintain a sustainable and
flexible supplier management. New suppliers are assessed by an assessment team under the
merchandizing department comprising members from the quality control department, production
centre and technical department. The team is responsible for the comprehensive appraisal of
the quality, capital strength, quality certification, management, productivity, product quality as
well as pre-sale and post-sale services of potential suppliers. The Group will perform annual
appraisal on accepted suppliers at year end. The appraisal team will assess the qualification,
operation, credit rating, price, payment and product quality. Suppliers failing to meet our
requirement will be terminated.

The Group closely monitors the quality of all raw materials provided by the suppliers to ensure
that all raw materials comply with the requirements. The Group arranges for its quality control
staff to carry out on-site inspections on raw materials at the suppliers’ facilities before they are
delivered. The Group evaluates the suppliers periodically based on a range of factors, including
raw material quality and the ability to meet the delivery timeline. For the Reporting Period, the
Group did not have material disputes with its suppliers.

To ensure the product quality, the Group only source from reliable suppliers who have a
satisfactory record of quality and on-time delivery. For new suppliers, the Group evaluates
their production capacity, quality and reliability before the Group commenced the business
relationship with them. In addition, the Group conducts random sample checks on incoming raw
materials to ensure that they meet the quality requirements. If the quality of the supplier does not
meet its standards, the Group will return it to the suppliers for replacement or refund. Only raw
materials with samples which have passed the incoming quality control will be delivered to the
warehouse and utilized in the production. During the Reporting Period, the Group did not have
any material claims against the suppliers due to defective quality of raw materials.

All finished and semi-finished manufactured products processed by the subcontractors are
also inspected before acceptance into the warehouse or being further utilized in the production
process. The Group also conducts factory visit regularly to sample check the products of
subcontractors and monitor the production process. Before accepting the goods, the quality
control staff will inspect the goods produced by subcontractors against the specifications as
stated in the supply agreement entered into between the Group and the subcontractors.

Furthermore, the Group gradually takes environmental consideration into account in the
procurement process. To integrate the environmental vision into the procurement of product
supplies, the Group avoids disposable products and chooses suppliers who provide durable
products with less packaging materials. Priority will be given to environmentally friendly
materials and office goods, so as to raise the suppliers’ awareness of sustainable development.
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Franchisee Management

According to the Selection and Supervision of Distributors and Franchisees for 2019 issued by
the Group, the selection and evaluation of franchisees shall be conducted by branches and local
offices based on the basic information of potential franchisees with reference to the franchise
store plan as well as the franchisee selection system of Bonny. Formal communication with
potential franchisees on franchise projects and the viability of the stores of such franchisee will
be analysed. In addition, the information and rating of customers of potential franchisees will
be submitted to the head office for approval. The Group will also regularly monitor and inspect
franchisees in respect of their financial condition, products and daily operation to ensure their
healthy and stable business development.

6. Aspect B6: Product Responsibility

The Group is committed to providing quality products that satisfy customers’ needs, and has
set fairness and safety as the centre of its procurement and service procedure. Meanwhile, the
Group has established and made public its own customers’ interest policy, which has been
implemented throughout the corporate operation to safeguard customers’ interests.

The Quality and Environment Management Manual adopted by the Group in January 2019
specifies the following quality objectives as well as the duties of each section and department of

the Group.
Department Indicator
Office 1. > 98% of employees trained

2  >99% of documents delivered on time
Quality management department 1. < 3% products uninspected

2. Prompt inspection of testing instruments, 100% weekly

inspection

Production department 1. > 96% product initial pass rate

2. < 2% equipment failure
Procurement department 1. 100% supplier assessment
Marketing department 1. 100% contract review in time

2. Customer satisfaction > 95 points
Workshop 1. > 96% products initial pass rate

2. 100% successful process execution
Warehouse 1. > 98% inventory records correct
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Product Quality

The Group emphasizes quality control in all aspects of the business to protect the brand value
and the image of the Group. According to the Production and Service Control Procedures issued
by the Group, in order to maintain consumers’ confidence in the products of the Company in
terms of comfortability and quality, the Group emphasizes quality control in all aspects of its
business. From the procurement of raw materials, production, packaging and storage to sales
and delivery, we strictly perform inspection procedures such as inspection of materials, site
inspection, full check before packaging and random check before storage to ensure product
quality. From sourcing the raw materials, production, packaging and inventory storage to sale
and delivery, the Group strictly controls the quality of its operations. In order to monitor the
production quality and ensure that its products meet benchmarks and specifications of its
customers and the Group, the Group has implemented various quality-control checks throughout
its production process.

Finished goods are inspected on a random sampling basis to further minimise the risk of selling
defective products to customers. Sample checks on each batch of finished products will be
conducted before packaging and delivery to the customers or to the retail outlets.

The Group has produced quality goods according to a set of comprehensive Quality Control
System basing on the ISO 9001, which specifies the standard procedure for the provision of
computer numerical control machine, appliances and accessories. Since 2016, the Group has
obtained the Oeko-Tex® Standard 100 certification (product class IlI) which demonstrated the
Group’s dedication to product safety. In 2017, the Group was awarded 2017 National Quality
Benchmark for Bra (20174 € & B X '8 £1Z42) by China Knitting Industrial Association (4 B &t
& T %% =) which demonstrated the high quality standard nationally.

The Group’s quality control is also evidenced by its business relationships with brands which
have stringent demands in their selection of qualified product suppliers. As a result of the strict
quality control policies, for the Reporting Period, the Group had not, due to product quality
issues, (i) received any fine, product recall order or other penalty from any regulatory body, (ii)
received any material product return request from its customers and franchisees, or (iii) received
any material complaint from consumers of its products.

In response to potential quality issues, the Group has a Defective Product Recall System,
which specifies the procedures of product recall and the recall process shall be guided and
supervised by the industry and commerce administration and relevant regulatory authorities.
Product recall shall be promptly, completely and truthfully reported to the industry and
commerce administration and relevant regulatory authorities.

Product Innovation

The Group’s design and product research and development efforts primarily focus on, among
other aspects, improving and developing the functionality and designs of the products, as well
as diversifying the product portfolio. In 2019, the Group has developed a total of 90 new product
series and 264 new products, of which 63 and 140 have passed review, respectively.
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Intellectual Property Rights Management

According to the Patent Management System issued by the Group in 2017, the patent
management of the Company is to fully rely on and use the patent system, so that the patents
will serve as major driving forces and protection of the Company’s technology innovation, and
encourage and motivate the employees of the Company to be enthusiastic for invention and
creation, and will contribute to technological innovation and the whole process of production and
operation. The Patent Management System also specifies the procedures of patent application,
patent maintenance, patent protection, management and utilization of patent information to
provide systematic support to establish a regulated intellectual property management procedure
of the Group.

Service Quality

The Group’s salespersons serve its customers in 140 self-operated retail outlets across China.
To ensure the salespersons understand and reach the servicing quality standards, the Group
offers a series of training sessions and assessments. New recruits must pass on-board training,
sales counter field training lessons, and the final probation assessment. Current salespersons
are required to pass monthly training and assessments of their product knowledge.

An effective complaint handling mechanism is crucial for service quality assurance. The Group
is committed to maintaining a customer feedback channel through which customers can reach
its managers directly. The Group has service hotlines to answer franchisees’ questions or
troubleshoot problems on issues such as product quality, order status inquiry and product
return. If the Group receives a complaint, it is the Group’s policy to take rapid rectification action
and report back to the relevant customer. Should the Group receive a valid complaint relating to
unsatisfactory service performance, the Group will arrange for retraining to raise awareness of
service quality.

During the Reporting Period, the Group did not identify any non-compliance with laws and
regulations in relation to product and service quality.

Public Interest and Accountability

For the management of personal data privacy, the Group is committed to protecting privacy
and confidentiality of personal data of the customers. The employees are instructed to handle
customer data with due care. The Group collects and uses customer data in a responsible and
non-discriminatory manner. Only designated employees can assess customer data for business
use. They are required to sign non-disclosure agreement upon employment to state that they are
not allowed to disclose any data to unauthorized third parties.

The Group ensures the goods and services are provided in a manner consistent with the highest
ethical standards. This helps to ensure high products quality at all times to gain the confidences
of customers and the public.

Fair and Open Competition

The Group promotes fair and open competition that aims to develop long-term relationships
based on mutual trust. The Group ensures that all parties involved in the procurement process
participate fairly, honestly and in good faith. The Group recognizes that adherence to the
principles of competition is essential to the maintenance of the integrity of the procurement
process.
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Aspect B7: Anti-corruption

The Group is committed to maintaining the highest standards of openness, probity and
accountability. Employees at all levels are expected to conduct themselves with integrity,
impartiality and honesty. It is every employee’s responsibility and all interests of the Group to
ensure any inappropriate behaviour or organizational malpractice that compromises the interest
of the shareholders, investors, customers and the wider public does not occur under any
circumstances.

The Group has adopted the Code of Conducts Manual that includes provisions for conflicts of
interest, privacy and confidentiality of information, due diligence, bribery and anti-corruption.
The Group upholds a high standard of business integrity throughout its operations. Management
considers a system with a good moral integrity and anti-corruption mechanism as the
cornerstone for the sustainable and healthy development of the Group. The contravention of
these policies will be subject to disciplinary action or termination of employment.

Whistle-blowing policy is implemented and whistle-blowers can report verbally or in writing to
relevant department or the senior management of the Group with regards to any suspected
misconduct with full details and supporting evidence. Employees who breach anti-corruption
policy will face disciplinary action, which could result in dismissal for serious misconduct. Any
suspicious transactions would be notified and reported to the relevant governing body by the
responsible officer. In respect of the Group’s operation in the PRC, the Group observes the
relevant laws and regulation of Criminal Law of the PRC and the Anti-Unfair Competition Law
of the PRC. The Group has instructions and directives in relation to anti-corruption, money
laundering and fraud.

During the Reporting Period, the Group has strictly abided by all the rules and regulations, no
litigation regarding bribery has been instituted against the Group and its staff.

Aspect B8: Community Investment

For the Group’s long-term development, community participation is important. As a responsible
corporate citizen, the Group is constantly aware of the needs and is committed to promoting
development and construction activities of the community at which the Group operates.

The Group takes up corporate responsibilities with the best efforts and benefits the community
through a variety of actions, such as investment, donation, time, products, services, influence,
management knowledge and other resources. The Group also encourages employees to spend
time and efforts in various community projects, making contributions to the community.
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9. SUSTAINABILITY

The Group understands the importance of achieving economic, environmental and social
sustainability for the long term success of the business. The sustainability guidelines lay out
the principles and actions for managing and performing ethically and sustainably, throughout
the operational flow. The Group will continue to deliver safe and quality services served by the
enthusiastic team members, without endangering the environment. The Group will also continue
to provide hearty service to the customers and contribute to the community.

10. CORPORATE GOVERNANCE

All management level has the responsibilities to maintain a good corporate governance
practice. Meetings are held regularly and once the management or the staffs notice any need of
improvement on the corporate practices, and the relevant operating practices will be revised.

56 BONNY INTERNATIONAL HOLDING LIMITED



Directors’ Report

The Directors are pleased to present the annual report and the audited consolidated financial
statements of the Group for the year ended 31 December 2019.

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The principal activities of the Company is investment holding. Principal activities of the subsidiaries
are set out in Note 1 to the consolidated financial statements. A review of the business of the Group
during the Period, a discussion on the Group’s future business development and an analysis of the
Group’s performance during the Period using key financial performance indicators are provided in
the “Chairman Statement” on pages 4 to 5 and the “Management Discussion and Analysis” on pages
6 to 13 of this annual report.

COMPLIANCE WITH THE RELEVANT LAWS AND REGULATIONS

During the Period, the Group was not aware of material non-compliance with the relevant laws and
regulations that have a significant impact on the business and operations of the Group.

RELATIONSHIP WITH CUSTOMERS, SUPPLIERS AND EMPLOYEES

The Group recognises that employees, customers and suppliers are keys to the Group’s sustainable
development. The Group is committed to establishing a close and caring relationship with its
employees, providing high quality products and services to its customers and maintain cooperation
with its suppliers. The Group provides a fair and safe workplace, promotes diversity to its employees
and provides competitive remuneration packages and career development opportunities based
on their performance and experience. The Group also provides regular training and development
resources to the employees so that they can keep abreast of the latest development of the market
and the industry and, at the same time, improve their performance and self-fulfillment in their
positions.

PRINCIPAL RISKS AND UNCERTAINTIES

The principal risks and uncertainties facing the Group include market and financial risks.

Market Risks

The fluctuation of prices of raw materials exposes us to risks. While we monitor the price of raw
materials and adjust our price quotations accordingly, we may not be able to directly pass on any
increase in the price of raw materials to our customers in time or at all, which may have a material
adverse effect on our business, financial condition and results of operations.

Financial Risks

The financial risk management objectives and policies of the Group are shown in Note 29 to the
consolidated financial statements.
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ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group recognises the importance of environmental protection and has adopted stringent
measures for environmental protection in order to ensure our compliance to the prevailing
environmental protection laws and regulations. During the Period, the Group did not violate any
relevant environmental regulations and rules which gives rise of significant impact to the Group’s
development, performance and businesses. The environmental, social and governance report is
included in this annual report on page 33 to page 56.

CONSOLIDATED FINANCIAL STATEMENTS

The results of the Group for the Period and the financial position of the Group as at 31 December
2019 are set out in the consolidated financial statements on pages 84 to 166 of this annual report.

DIVIDENDS

The Board does not recommend a final dividend for the Period.

CLOSURE OF REGISTER OF MEMBERS

For determining the entitlement to attend and vote at the AGM to be held on 30 June 2020, the
register of members of the Company will be closed from 24 June 2020 to 30 June 2020, both dates
inclusive, during which period no transfer of shares will be registered. In order to be eligible to attend
and vote at the AGM, unregistered holders of the Company should ensure that all share transfer
documents, accompanied by the relevant share certificates, are lodged with the Company’s branch
share registrar in Hong Kong, Computershare Hong Kong Investor Services Limited at Shops 1712—
1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong not later than 4:30
p.m. on 23 June 2020.

FOUR YEARS FINANCIAL SUMMARY

A summary of the Group’s results, assets and liabilities for the past four financial years are set out
on pages 167 to 168 of this annual report. The summary does not form part of the audited financial
statements.

INVESTMENT PROPERTIES

The Group’s investment properties consist of industrial properties situated at No.129, Chunhan
Street, Beiyuan Road, Yiwu City, Zhejiang Province, Mainland China, which is used as offices and
warehouses. The Group holds such properties on short lease and without permanent property
rights. The Group’s investment properties were revalued on 31 December 2019 based on valuations
performed by AVISTA Valuation Advisory Limited (*“AVISTA”), an independent firm of professionally
qualified valuers, at RMB46,510,000. The investment properties are leased to third parties under
operating leases, further summary details of which are included in Note 15 to the financial
statements.

PROPERTY, PLANT AND EQUIPMENT

Details of the movement in the Group’s property, plant and equipment during the Period are set out in
Note 13 to the consolidated financial statements.
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BANK BORROWINGS

Particulars of the bank borrowings of the Group as at 31 December 2019 are set out in Note 24 to the
consolidated financial statements.

SHARE CAPITAL

Details of the movement in the Company’s share capital during the Period are set out in Note 28 to
the consolidated financial statements.

DIVIDEND POLICY

On 19 March 2019, the Board approved and adopted a dividend policy (the “Dividend Policy”) that,
in recommending or declaring dividends, the Company shall maintain adequate cash reserves for
meeting its working capital requirements, future business growth and its shareholding value.

The Board shall take into account the following factors of the Group when considering the declaration
and payments of dividends:

(

) Financial results;

(i) Cash flow situation;

(iii) Business conditions and strategies;

(iv) Future operations and earnings;

(v) Capital requirements and expenditure plans;

(vi) Interests of shareholders;

(vii) Any restrictions on payment of dividends; and

(viii) Any other factors that the Board may consider relevant.

The Board will review the Dividend Policy from time to time in light of results of operations, cash
flows, financial condition, shareholders’ interest, capital requirements, general business conditions

and strategies, and other factors the Board may deem relevant in determining whether dividends are
to be declared and paid.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles or the laws of the Cayman Islands
which would oblige the Company to offer new shares on a pro rata basis to existing shareholders of
the Company.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES OF THE
COMPANY

Neither the Company, nor any of its subsidiaries had purchased, sold or redeemed any of the
Company’s listed securities during the Period.
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DONATIONS

The Group did not make any charitable donations during the Period.

RESERVES

Details of the movement in reserves of the Company and the Group during the Period are set out in
Note 29 to the consolidated financial statements.

DIRECTORS

The Directors during the year and up to the date of this report are:

Executive Directors

Mr. Jin Guojun (Chairman)
Mr. Zhao Hui

Non-executive Directors

Ms. Gong Lijin
Mr. Luo Weixing

Independent Non-executive Directors

Mr. Li Youxing
Mr. Wang Jian
Mr. Zhang Senquan

In accordance with article 109 of the Articles, at each annual general meeting, one-third of the
Directors for the time being, or, if their number is not three or a multiple of three, then the number
nearest to but not less than one-third, shall retire from office by rotation provided that every Director
(including those appointed for a specific term) shall be subject to retirement by rotation at least once
every three years. A retiring Director shall be eligible for re-election. The Directors to retire every year
will be those who have been longest in office since their last re-election or appointment and so that
as between persons who became or were last re-elected Directors on the same day, those to retire
shall (unless they otherwise agree among themselves) be determined by lot. By virtue of article 109
of the articles of association of the Company, Mr. Zhao Hui, Ms. Gong Lijin and Mr. Luo Weixing will
retire from office and, being eligible, will offer himself/herself for re-election at the forthcoming annual
general meeting of the Company (*“AGM”).

DIRECTORS AND SENIOR MANAGEMENT’S BIOGRAPHIES

Biographical details of the Directors are set out in the section headed “Directors and Senior
Management” of this annual report.
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CHANGES IN INFORMATION OF DIRECTORS

Changes in information of the Directors during the Period, which are required to be disclosed
pursuant to Rule 13.51B(1) of the Listing Rules, are set out below:

Mr. Jin Guojun, an executive Director, became a director of Yiwu Leyishang and Hunan Bonny
(which was established in June 2019), and a manager of Zhejiang Bonny, Shanghai Bonny, Yiwu
Leyishang and Hunan Bonny, which are all subsidiaries of the Company. He transferred his 100%
equity interests in Bode Holding, a connected person of the Company and ceased to be chairman
of the board of Bode Holding and its two subsidiaries, namely Deshipu Polyamide and Deshipu New
Materials.

Ms. Gong Lijin, a non-executive Director, became the supervisor of Hunan Bonny in June 2019, a
subsidiary of the Company which was established in June 2019.

Mr. Zhang Senquan, an independent non-executive Director, resigned from the position of managing
director of Southwest Securities International Securities Limited, the shares of which are listed on the
Stock Exchange (stock code: 812), and has served as the company secretary of Pengrun Holding
Limited (B§E1EM AR A 7)) and the company secretary of Kunda Mining Holdings Company Limited
(HEEZEZRBER A A]). He has also been appointed as an independent director of Jiangsu Aidea
Pharmaceutical Co., Ltd. (/T & 3@ 222 % {7 B BR A &); and an independent non-executive director of
Sang Hing Holdings (International) Ltd., the shares of which are listed on the Stock Exchange (stock
code: 1472).

Further biographical details and other information of the Directors are set out in the section headed
“Directors and Senior Management” of this annual report.

DIRECTORS’ REMUNERATION

Details of the remuneration of the Directors are set out in Note 8 to the consolidated financial
statements.

FIVE HIGHEST PAID INDIVIDUALS

Details of the five highest paid individuals in the Group are set out in Note 9 to the consolidated
financial statements.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive directors, non-executive directors and independent non-executive Directors
entered into a service contract with the Company for a term of three years commencing from the
Listing Date, which may be terminated by either party giving not less than three month’s notice in
writing for the case of executive Directors and non-executive Directors and one month’s written
notice for the case of independent non-executive Directors. The Company has issued a letter
of appointment to each of the independent non-executive directors for a term of three years
commencing from the Listing Date, unless terminated by either party giving to the other not less than
one month’s notice in writing.

No Director proposed for re-election at the forthcoming annual general meeting has a service

contract which is not determinable by the Group within one year without payment of compensation,
other than statutory compensation.
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TRANSACTIONS, ARRANGEMENTS OR CONTRACTS OF SIGNIFICANCE

Save as disclosed in the section headed “Related Party Transactions” in this report and Note 34 to
the consolidated financial statements, no director had a material interest, either directly or indirectly,
in any transactions, arrangements or contracts of significance to the business of the Group to which
the Company, its holding company, or any of its subsidiaries or fellow subsidiaries was a party during
the Period.

Save as disclosed in the Prospectus, no transactions, arrangements or contracts of significance to
which the Company or any of its subsidiaries was a party and in which the controlling shareholders
or an entity connected with the controlling shareholders had a material interest, either directly or
indirectly, subsisted during or at the end of the Period.

DEBENTURES IN ISSUE

During the Period, the Group did not issue any debentures.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR DEBENTURE

Save as disclosed in the paragraph headed “Share Option Scheme” below, at no time during the
period from the Listing Date and up to 31 December 2019 was the Company or any of its subsidiaries
a party to any arrangements to enable the directors of the Company to acquire benefits by means
of acquisition of shares, or debt securities, including debentures, of the Company or any other body
corporate.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT
POSITIONS IN SHARES UNDERLYING SHARES AND DEBENTURES

As at 31 December 2019, the interests and short positions of the Directors and chief executive 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 (Chapter 571
of the laws of Hong Kong) (the “SFO”)), which have been notified to the Company and the Stock
Exchange pursuant to Division 7 and 8 of Part XV of the SFO (including interests and short positions
which he/she was taken or deemed to have taken under such provisions of the SFO), or were
recorded in the register required to be kept under Section 352 of the SFO, or otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code were as follows:

Long position in the issued ordinary shares of the Company

Number of shares Approximate

or underlying percentage of

Name of Director Capacity/Nature of interest shares shareholding®ote 7)

Jin Guojun Interested in controlled 634,500,000 52.88%
corporationote 2)

Gong Lijin Interest of spouseote 3) 634,500,000 52.88%

Luo Weixing Interested in controlled 3,456,539 0.28%

corporation(oete 4)

Notes:
1. As at the date of this report, the total number of issued shares of the Company is 1,200,000,000 shares.

2. These shares are held by Maximax Holding Corporation (“Maximax”), which is wholly owned by Mr. Jin Guojun. By virtue
of the SFO, Jin Guojun is deemed to be interested in the shares held by Maximax.

3. Jin Guojun is the spouse of Gong Lijin. By virtue of the SFO, Gong Lijin is deemed to be interested in the shares
interested by Jin Guojun.

4. These Shares are held by Luo Weixing Holding Limited, which is wholly owned by Luo Weixing. By virtue of the SFO, Luo
Weixing is deemed to be interested in the Shares held by Luo Weixing Holding Limited.

Long position in the shares of associated corporations of the Company

Approximate
Name of Name of associated Capacity/Nature of Number of percentage of
Director corporation interest shares held shareholding
Jin Guojun Maximax Holding Interested in controlled 1 100%
Corporation(ote 1) corporation
Note:
1. Maximax Holding Corporation is one of the controlling shareholders of the Company and is wholly owned by Jin Guojun.
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Save as disclosed above, as at 31 December 2019, none of the Directors or chief executive of the
Company had any interest or short positions in the shares, underlying shares or debentures of the
Company and its associated corporations (within the meaning of Part XV of the SFO), which have
been notified to the Company and the Stock Exchange pursuant to Division 7 and 8 of Part XV of the
SFO (including interests and short positions which he/she was taken or deemed to have taken under
such provisions of the SFO), or were recorded in the register required to be kept under Section 352
of the SFO, or as otherwise were notified to the Company and the Stock Exchange pursuant to the
Model Code.

SUBSTANTIAL SHAREHOLDERS INTERESTS IN SHARES AND
UNDERLYING SHARES

As at 31 December 2019, so far as known to the Directors, the following persons (other than the
Directors or chief executives of the Company) had interests or short positions in the shares or
underlying shares of the Company which have been disclosed to the Company under the provisions

of Divisions 2 and 3 of Part XV of the SFO, or which were recorded in the register required to be kept
by the Company under section 336 of the SFO were as follows:

Long position in issued ordinary shares of the Company

Approximate

Number of percentage of

Name of shareholder Capacity/Nature of interest shares held shareholding ™ot 1)

Maximax Holding Beneficial owner 634,500,000 52.88%
Corporation

Jin Chunlong Holding Beneficial owner 63,000,000 5.25%
Limited®ote 2)

Jin Chunlong®oete 2. 3) Interested in controlled 63,000,000 5.25%

corporation
Jin Xiaohongote 3) Beneficial owner 63,000,000 5.25%

Notes:
1. As at 31 December 2019, the total number of issued shares of the Company is 1,200,000,000 shares.

2. Jin Chunlong Holding Limited is wholly-owned by Jin Chunlong. By virtue of the SFO, Jin Chunlong is deemed to be
interested in the shares held by Jin Chunlong Holding Limited.

38 On 16 December 2019, Jin Chunlong Holding Limited transferred 63,000,000 shares of the Company to Jin Xiaohong.
Such transfer was expected to complete on 2 January 2020.

Save as disclosed above, as at 31 December 2019, the Directors were not aware of any other
persons (other than the Directors or chief executives of the Company) had interests or short positions
in the shares or underlying shares of the Company which have been disclosed to the Company under
the provisions of Divisions 2 and 3 of Part XV of the SFO, or which were recorded in the register
required to be kept by the Company under section 336 of the SFO.
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SHARE OPTION SCHEME

The following is a summary of the principal terms of the share option scheme (the “Share Option
Scheme”) conditionally approved and adopted in compliance with Chapter 17 of the Listing Rules
by written resolutions of all shareholders of the Company passed on 19 March 2019. The following
summary does not form, nor is intended to be, part of the Share Option Scheme, nor should it be
taken as affecting the interpretation of the rules of the Share Option Scheme.

(i) Purpose of the scheme

The purpose of the Share Option Scheme is to enable the Group to grant options to selected
participants as incentives or rewards for their contribution to the Group. The Directors consider
the Share Option Scheme, with its broadened basis of participation, will enable the Group to
reward the employees, the Directors and other selected participants for their contributions to the
Group.

(ii) Who may join

The Directors (which expression shall, for the purpose of this paragraph 15, include a duly
authorised committee thereof) may, at their absolute discretion, invite any person belonging
to any of the following classes of participants (“Eligible Participants”), to take up options to
subscribe for Shares:

(aa) any employee (whether full-time or part-time, including any executive director but excluding
any non-executive director) of the Company, any of the subsidiaries (“Subsidiaries”)
or any entity (“Invested Entity”’) in which the Group holds an equity interest (“Eligible
Employee”);

(bb) any non-executive director (including independent non-executive directors) of the
Company, any Subsidiary or any Invested Entity;

(cc) any supplier of goods or services to any member of the Group or any Invested Entity;
(dd) any customer of any member of the Group or any Invested Entity;

(ee) any person or entity that provides research, development or other technological support to
any member of the Group or any Invested Entity;

(ff) any shareholder of any member of the Group or any Invested Entity or any holder of any
securities issued by any member of the Group or any Invested Entity;

(gg) any adviser (professional or otherwise) or consultant to any area of business or business
development of any member of the Group or any Invested Entity; and
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(hh) any other group or classes of participants who have contributed or may contribute by way

of joint venture, business alliance or other business arrangement and growth of the Group,
and, for the purposes of the Share Option Scheme, the options may be granted to any
company wholly owned by one or more Eligible Participants. For the avoidance of doubt,
the grant of any options by the Company for the subscription of Shares or other securities
of the Group to any person who falls within any of the above classes of Eligible Participants
shall not, by itself, unless the Directors otherwise determined, be construed as a grant of
option under the Share Option Scheme.

The eligibility of any of the Eligible Participants to the grant of options shall be determined by
the Directors from time to time on the basis of the Directors’ opinion as to his contribution to the
development and growth of the Group.

(iii) Maximum number of Shares

66

(aa) The maximum number of Shares which may be allotted and issued upon the exercise of

all outstanding options granted and yet to be exercised under the Share Option Scheme
and any other share option scheme of the Group shall not exceed 30% of the issued share
capital of the Company from time to time.

(bb) The total number of Shares which may be allotted and issued upon exercise of all options

(excluding, for this purpose, options which have lapsed in accordance with the terms of
the Share Option Scheme and any other share option scheme of the Group) to be granted
under the Share Option Scheme and any other share option scheme of the Group must
not in aggregate exceed 10% of the Shares in issue on the day on which dealings in the
Shares first commence on the Stock Exchange (i.e. not exceeding 120,000,000 Shares) (the
“General Scheme Limit”) but excluding any Shares which may be issued upon the exercise
of the Over-Allotment Option.

(cc) Subject to paragraph (aa) above but without prejudice to paragraph (dd) below, the

Company may issue a circular to its Shareholders and seek approval of its Shareholders
in general meeting to refresh the General Scheme Limit provided that the total number
of Shares which may be issued upon exercise of all options to be granted under the
Share Option Scheme and any other share options scheme of the Group shall not exceed
10% of the Shares in issue as at the date of approval of the limit and for the purpose of
calculating the limit, options (including those outstanding, canceled, lapsed or exercised
in accordance with the Share Option Scheme and any other share option scheme of
the Group) previously granted under the Share Option Scheme and any other share
option scheme of the Group will not be counted. The circular sent by the Company to its
Shareholders shall contain, among other information, the information required under Rule
17.02(2)(d) of the Listing Rules and the disclaimer required under Rule 17.02(4) of the
Listing Rules.
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(dd) Subject to paragraph (aa) above and without prejudice to paragraph (cc) above, the
Company may seek separate Shareholders’ approval in general meeting to grant options
beyond the General Scheme Limit or, if applicable, the refreshed limit referred to in (cc)
above to Eligible Participants specifically identified by the Company before such approval
is sought. In such event, the Company must send a circular to its Shareholders containing
a general description of the specified participants, the number and terms of options to be
granted, the purpose of granting options to the specified participants with an explanation
as to how the terms of the options serve such purpose and such other information required
under Rule 17.02(2)(d) of the Listing Rules and the disclaimer required under Rule 17.02(4)
of the Listing Rules.

(iv) Maximum entitlement of each participant

Subject to paragraph (v)(bb) below, the total number of Shares issued and which may fall
to be issued upon exercise of the options granted under the Share Option Scheme and any
other share option scheme of the Group (including both exercised or outstanding options) to
each participant in any 12-month period shall not exceed 1% of the issued share capital of
the Company for the time being (“Individual Limit”). Any further grant of options in excess of
the Individual Limit in any 12-month period up to and including the date of such further grant
shall be subject to the issue of a circular to the Shareholders and the Shareholders’ approval
in general meeting of the Company with such participant and his close associates (or his
associates if the participant is a connected person) abstaining from voting. The number and
terms (including the exercise price) of options to be granted to such participant must be fixed
before Shareholders’ approval and the date of board meeting for proposing such further grant
should be taken as the date of grant for the purpose of calculating the exercise price under note
(1) to Rule 17.03(9) of the Listing Rules.

(v) Grant of options to connected persons

(aa) Without prejudice to paragraph (bb) below, any grant of options under the Share Option
Scheme to a director, chief executive or substantial shareholder of the Company or any of
their respective associates must be approved by the independent non-executive Directors
(excluding any independent non-executive Director who is the proposed grantee of the
option).

(bb) Without prejudice to paragraph (aa) above, where any grant of options to a substantial
shareholder or an independent non-executive director of the Company or any of their
respective associates, would result in the Shares issued and to be issued upon exercise of
all options already granted and to be granted (including options exercised, canceled and
outstanding) to such person in the 12-month period up to and including the date of such
grant:

(i) representing in aggregate over 0.1% of the Shares in issue; and

(ii) having an aggregate value, based on the closing price of the Shares at the date of
each grant, in excess of HK$5 million;
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such further grant of options must be approved by the Shareholders in general meeting.
The Company must send a circular to the Shareholders. The grantee, his associates and
all connected persons of the Company must abstain from voting in favor at such general
meeting. Any change in the terms of options granted to a substantial shareholder or an
independent non-executive director of the Company or any of their respective associates
must be approved by the Shareholders in general meeting.

(vi) Time of acceptance and exercise of option

An option may be accepted by a participant within 21 days from the date of the offer of grant of
the option.

An option may be exercised in accordance with the terms of the Share Option Scheme at any
time during a period to be determined and notified by the Directors to each grantee, which
period may commence on a day after the date upon which the offer for the grant of options
is made but shall end in any event not later than 10 years from the date of grant of the option
subject to the provisions for early termination thereof. Unless otherwise determined by the
Directors and stated in the offer of the grant of options to a grantee, there is no minimum period
required under the Share Option Scheme for the holding of an option before it can be exercised.

(vii) Performance targets

Unless the Directors otherwise determined and stated in the offer of the grant of options to
a grantee, a grantee is not required to achieve any performance targets before any options
granted under the Share Option Scheme can be exercised.

(viii) Subscription price for Shares and consideration for the option

The subscription price per Share under the Share Option Scheme shall be determined at the
discretion of the Directors, provided that it shall not be less than the highest of (i) the closing
price of the Shares as stated in the Stock Exchange’s daily quotations sheet on the date of
the offer of grant, which must be a Business Day; (ii) the average closing price of the Shares
as stated in the Stock Exchange’s daily quotations for the five Business Days immediately
preceding the date of the offer of grant; and (iii) the nominal value of the Share.

A nominal consideration of HK$1 is payable on acceptance of the grant of an option.

(ix) Ranking of Shares

(aa) Shares allotted and issued upon the exercise of an option will be subject to all the
provisions of the Articles of Association and will rank pari passu in all respects with the
fully paid Shares in issue on the date on which the option is duly exercised or, if that date
falls on a day when the register of members of the Company is closed, the first day of the
re-opening of the register of members (the “Exercise Date”) and accordingly will entitle
the holders thereof to participate in all dividends or other distributions paid or made on or
after the Exercise Date other than any dividend or other distribution previously declared or
recommended or resolved to be paid or made if the record date therefore shall be before
the Exercise Date. A Share allotted and issued upon the exercise of an option shall not
carry voting rights until the completion of the registration of the grantee on the register of
members of the Company as the holder thereof,
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(bb) Unless the context otherwise requires, references to “Shares” in this paragraph include
references to shares in the ordinary share capital of the Company of such nominal
amount as shall result from a sub-division, consolidation, re-classification, reduction or re-
construction of the share capital of the Company from time to time.

(x) Restrictions on the time of grant of options

The Company may not make any offer for grant of options after inside information has come to
the knowledge until the Company has announced the information. In particular, the Company
may not make any offer during the period commencing one month immediately before the earlier
of (aa) the date of the meeting of the Board (as such date is first notified to the Stock Exchange
under the Listing Rules) for approving the Company’s results for any year, half-year, quarterly or
any other interim period (whether or not required under the Listing Rules); and (bb) the deadline
for the Company to announce the results for any year or half-year under the Listing Rules, or
quarterly or any other interim period (whether or not required under the Listing Rules) and
ending on the date of the results announcement.

The Directors may not make any offer to an Eligible Participant who is a Director during the
periods or times in which Directors are prohibited from dealing in shares pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers prescribed by the Listing Rules
or any corresponding code or securities dealing restrictions adopted by the Company.

(xi) Period of the Share Option Scheme

The Share Option Scheme will remain in force for a period of 10 years commencing on the date
on which the Share Option Scheme is adopted.

(xii) Rights on ceasing employment

If the grantee of an option is an Eligible Employee and ceases to be an Eligible Employee for any
reason other than death, ill-health or retirement in accordance with his contract of employment
or for serious misconduct or other grounds referred to in sub-paragraph (xiv) below before
exercising his option in full, the option (to the extent not already exercised) will lapse on the date
of cessation and will not be exercisable unless the Directors otherwise determine in which event
the grantee may exercise the option (to the extent not already exercised) in whole or in part
within such period as the Directors may determine following the date of such cessation, which
will be taken to be the last day on which the grantee was at work with the Company, the relevant
Subsidiary or the Invested Entity whether salary is paid in lieu of notice or not.

Eligible Employee means any employee (whether full time or part time employee, including any
executive director but not any non-executive director) of the Company, any of its Subsidiaries or
any Invested Entity.

(xiii) Rights on death, ill-heath or retirement

If the grantee of an option is an Eligible Employee and ceases to be an Eligible Employee by
reason of his death, ill-health or retirement in accordance with his contract of employment before
exercising the option in full, his personal representative(s), or, as appropriate, the grantee may
exercise the option (to the extent not already exercised) in whole or in part within a period of 12
months following the date of cessation which date shall be the last day on which the grantee was
at work with the Company, the relevant Subsidiary or the Invested Entity whether salary is paid in
lieu of notice or not or such longer period as the Directors may determine.

ANNUAL REPORT 2019 69



Directors’ Report

(xiv) Rights on dismissal

If the grantee of an option is an Eligible Employee and ceases to be an Eligible Employee by
reason that he has been guilty of persistent and serious misconduct or has committed any act
of bankruptcy or has become insolvent or has made any arrangements or composition with his
creditors generally, or has been convicted of any criminal offense (other than an offense which
in the opinion of the Directors does not bring the grantee or the Group or the Invested Entity into
disrepute), his option will lapse automatically and will not in any event be exercisable on or after
the date of cessation to be an Eligible Employee.

(xv) Rights on breach of contract

If the Directors shall at their absolute discretion determine that (aa) the grantee of any option
(other than an Eligible Employee) or his close associate (or his associates if the grantee is a
connected person) has committed any breach of any contract entered into between the grantee
or his close associate on the one part and the Group or any Invested Entity on the other part;
or (bb) that the grantee has committed any act of bankruptcy or has become insolvent or is
subject to any winding-up, liquidation or analogous proceedings or has made any arrangement
or composition with his creditors generally; or (cc) the grantee could no longer make any
contribution to the growth and development of the Group by reason of the cessation of its
relations with the Group or by other reason whatsoever, then the option granted to the grantee
under the Share Option scheme shall lapse as a result of any event specified in sub-paragraph
(aa), (bb) or (cc) above.

(xvi) Rights on a general offer, a compromise or arrangement

70

If a general or partial offer, whether by way of take-over offer, share re-purchase offer, or
scheme of arrangement or otherwise in like manner is made to all the holders of Shares, or all
such holders other than the offeror and/or any person controlled by the offeror and/or any person
acting in association or concert with the offeror, the Company shall use all reasonable endeavors
to procure that such offer is extended to all the grantees on the same terms, mutatis mutandis,
and assuming that they will become, by the exercise in full of the options granted to them,
shareholders of the Company. If such offer becomes or is declared unconditional, a grantee
shall be entitled to exercise his option (to the extent not already exercised) to its full extent or
to the extent specified in the grantee’s notice to the Company in exercise of his option at any
time before the close of such offer (or any revised offer) or the record date for entitlements
under such scheme of arrangement, as the case may be. Subject to the above, an option will
lapse automatically (to the extent not exercised) on the date on which such offer (or, as the case
may be, revised offer) closes or the relevant record date for entitlements under the scheme of
arrangement, as the case may be.

BONNY INTERNATIONAL HOLDING LIMITED



Directors’ Report

(xvii) Rights on winding up

In the event of a resolution being proposed for the voluntary winding-up of the Company during
the option period, the grantee may, subject to the provisions of all applicable laws, by notice in
writing to the Company at any time not less than two Business Days before the date on which
such resolution is to be considered and/or passed, exercise his option (to the extent not already
exercised) either to its full extent or to the extent specified in such notice in accordance with the
provisions of the Share Option Scheme and the Company shall allot and issue to the grantee the
Shares in respect of which such grantee has exercised his option not less than one Business
Day before the date on which such resolution is to be considered and/or passed whereupon
the grantee shall accordingly be entitled, in respect of the Shares allotted and issued to him in
the aforesaid manner, to participate in the distribution of the assets of the Company available
in liquidation pari passu with the holders of the Shares in issue on the day prior to the date of
such resolution. Subject thereto, all options then outstanding shall lapse and determine on the
commencement of the winding-up of the Company.

(xvii) Grantee being a company wholly owned by Eligible Participants

If the grantee is a company wholly owned by one or more Eligible Participants:

(i) sub-paragraphs (xii), (xiii), (xiv) and (xv) shall apply to the grantee and to the options to
such grantee, mutatis mutandis, as if such options had been granted to the relevant Eligible
Participant, and such options shall accordingly lapse or fall to be exercisable after the
event(s) referred to in sub-paragraphs (xii), (xiii), (xiv) and (xv) shall occur with respect to
the relevant Eligible Participant; and

(ii) the options granted to the grantee shall lapse and determine on the date the grantee
ceases to be wholly owned by the relevant Eligible Participant provided that the Directors
may in their absolute discretion decide that such options or any part thereof shall not so
lapse or determine subject to such conditions or limitations as they may impose.

(xix) Adjustments to the subscription price

In the event of a capitalisation issue, rights issue, subdivision or consolidation of Shares or
reduction of capital of the Company whilst an option remains exercisable, such corresponding
alterations (if any) certified by the auditors for the time being of or an independent financial
adviser to the Company as fair and reasonable will be made to the number or nominal amount
of Shares, the subject matter of the Share Option Scheme and the option so far as unexercised
and/or the option price of the option concerned, provided that (i) any adjustments shall give a
grantee the same proportion of the issued share capital to which he was entitled prior to such
adjustment; (ii) no alteration shall be made the effect of which would be to enable a Share to be
issued at less than its nominal value; and (iii) the issue of Shares or other securities of the Group
as consideration in a transaction may not be regarded as a circumstance requiring adjustment.
In addition, in respect of any such adjustments, other than any made on a capitalisation issue,
such auditors or independent financial adviser must confirm to the Directors in writing that the
adjustments satisfy the requirements of the relevant provision of the Listing Rules and such other
applicable guidance and/or interpretation of the Listing Rules from time to time issued by the
Stock Exchange.
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(xx) Cancellation of options

Any cancellation of options granted but not exercised must be subject to the consent of the
relevant grantee and the approval of the Directors.

When the Company cancels any option granted to a grantee but not exercised and issues new
option(s) to the same grantee, the issue of such new option(s) may only be made with available
unissued options (excluding the options so cancelled) within the General Scheme Limit or the
new limits approved by the Shareholders pursuant to sub-paragraphs (iii) (cc) and (dd) above.

(xxi) Termination of the Share Option Scheme

The Company may by resolution in general meeting at any time terminate the Share Option
Scheme and in such event no further options shall be offered but in all other respects the
provisions of the Share Option Scheme shall remain in force to the extent necessary to give
effect to the exercise of any options (to the extent not already exercised) granted prior to the
termination or otherwise as may be required in accordance with the provisions of the Share
Option Scheme. Options (to the extent not already exercised) granted prior to such termination
shall continue to be valid and exercisable in accordance with the Share Option Scheme.

(xxii) Rights are personal to the grantee

An option is personal to the grantee and shall not be transferable or assignable.

(xxiii) Lapse of options

An option shall lapse automatically (to the extent not already exercised) on the earliest of:
(aa) the expiry of the period referred to in paragraph (vi);

(bb) the expiry of the periods or dates referred to in paragraph (xii), (xiii), (xiv), (xv), (xvii) and
(xviii);

(cc) the date on which the Directors shall exercise the Company’s right to cancel the option by
reason of a breach of paragraph (xxii) by the grantee in respect of that or any other options.

(xxiv) Others

(aa) The Share Option Scheme is conditional on the Listing Committee granting the listing of and
permission to deal in, such number of Shares to be issued pursuant to the exercise of any
options which may be granted under the Share Option Scheme, such number being not less
than that of the General Scheme Limit.

(bb) The terms and conditions of the Share Option Scheme relating to the matters set out in Rule
17.03 of the Listing Rules shall not be altered to the advantage of grantees of the options
except with the approval of the Shareholders in general meeting.

(cc) Any alterations to the terms and conditions of the Share Option Scheme which are of a
material nature or any change to the terms of options granted must be approved by the
Shareholders in general meeting, except where the alterations take effect automatically
under the existing terms of the Share Option Scheme.
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(dd) The amended terms of the Share Option Scheme or the options shall comply with the
relevant requirements of Chapter 17 of the Listing Rules, the “Supplementary Guidance on
Main Board Listing Rule 17.03(13)/GEM Listing Rule 23.03(13) and the Note Immediately
After the Rule” set out in the letter from the Stock Exchange to all listed issues dated
September 5, 2005 and other relevant guidance of the Stock Exchange.

(ee) Any change to the authority of the Directors or the scheme administrators in relation to any
alteration to the terms of the Share Option Scheme shall be approved by the Shareholders
in general meeting.

During the period from the Listing Date to the date of this report, no options under the Share
Option Scheme have been granted, exercised, lapsed or cancelled.

EQUITY-LINKED AGREEMENTS

For the Period, save for the Share Option Scheme previously mentioned, the Company has not
entered into any equity-linked agreements, and there did not subsist any equity-linked agreement
entered into by the Company as at 31 December 2019.

NON-COMPETITION UNDERTAKING BY THE CONTROLLING
SHAREHOLDERS

The Company has received annual confirmations from the controlling shareholders, Mr. Jin Guojun
and Maximax, in respect of their compliance with the non-competition undertaking provided in favour
of the Company. The independent non-executive Directors have reviewed the said undertaking and
are of the view that Mr. Jin Guojun and Maximax have complied with the non-competition undertaking
since the Listing Date up to the date of this report.

DIRECTORS’ INTERESTS IN A COMPETING BUSINESS

None of the Directors has interests in business which competes or may compete with the Group’s
business.

CONTRACTS WITH CONTROLLING SHAREHOLDERS

Save as disclosed in the section “Continuing Connected Transactions and Related Party
Transactions” below, no contract of significance has been entered into among the Company or any
of its subsidiaries and the controlling Shareholders or any of their respective subsidiaries during the
Period.
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CONTINUING CONNECTED TRANSACTIONS AND RELATED PARTY
TRANSACTIONS

Upon Listing, transactions between members of the Group and connected persons of the Company
have become connected transactions or continuing connected transactions of the Company under
Chapter 14A of the Listing Rules. Details of the Group’s continuing connected transactions, the terms
of which took effect on the Listing Date, are set out as follows.

Non-exempt Continuing Connected Transaction
Framework purchasing agreement between Zhejiang Bonny and Deshipu New Materials

On 19 March 2019, Zhejiang Bonny, the indirect wholly owned subsidiary of the Company, as
buyer, has entered into a framework purchasing agreement with Deshipu New Materials, as seller in
relation to the supply of polyamide by Deshipu New Materials to Zhejiang Bonny (the “Framework
Purchasing Agreement”’). Deshipu New Materials is wholly owned by Bode Holding, a company
established in the PRC with its entire equity interest being held by Mr. Jin Guojun during the Period
until such equity interest was transferred by Mr. Jin to his sister and a PRC company owned by his
sister and her husband in December 2019. Therefore, Deshipu New Materials was an associate of Mr.
Jin and hence a connected person of our Company.

Date of the agreement : 19 March 2019

Buyer . Zhejiang Bonny

Seller . Deshipu New Materials

Goods . Polyamide

Term . Listing Date to 31 December 2021 or the date on which Deshipu New

Materials ceases to be a connected person, whichever comes earlier

The transactions under the Framework Purchasing Agreement enable Zhejiang Bonny to obtain the
necessary raw materials for production at the prevailing market price which shall not be higher than
the price that the Group can purchase the similar products from independent third parties.

Subject to the Framework Purchasing Agreement, Zhejiang Bonny would enter into specific
agreements (“Procurement Agreements”) or place purchase orders with Deshipu New Materials for
the procurement of polyamide. As set out in the section headed “Continuing Connected Transactions
— Non-Exempt Continuing Connected Transaction” in the Prospectus, the Company has set the
maximum annual amount in respect of the transactions under the Framework Purchasing Agreement
(the “Annual Caps”) for each of the three years ended/ending 31 December 2019, 2020 and 2021 at
RMB30 million.

The Company has, pursuant to Rule 14A.105 of the Listing Rules, applied for and the Stock
Exchange has agreed to grant a waiver from strict compliance with the announcement, circular and
independent shareholders’ approval requirements under the Listing Rules subject to the condition
that the aggregate value of the Framework Purchasing Agreement stated above for each financial
year does not exceed the relevant Annual Caps.
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Exceeding the Annual Caps in the Period

During the Period, Zhejiang Bonny entered into 32 Procurement Agreements with Deshipu New
Materials, with an aggregate purchase amount of approximately RMB177.6 million. The purchase
price of each of these Procurement Agreements is less than RMB15.1 million, save for one
Procurement Agreement which has a purchase price of RMB40.0 million. Pursuant to the terms and
conditions of the Procurement Agreements, and in line with common industry practice, Zhejiang
Bonny prepaid approximately RMB169.9 million upon signing of the Procurement Agreements. 25
Procurement Agreements with an aggregate amount of approximately RMB174.5 million, including
the one with a purchase price of RMB40.0 million, were subsequently cancelled and approximately
RMB164.6 million prepayment under the cancelled Procurement Agreements were refunded by
Deshipu New Materials to Zhejiang Bonny during the year ended 31 December 2019, whereas the
remaining amount of approximately RMB5.3 million was used to offset payment for purchase of
polyamide from Deshipu New Materials. The total purchase of polyamide from Deshipu New Materials
was approximately RMB7.3 million (including VAT) for the Period.

During the Period, there was one Procurement Agreement entered into on 1 July 2019, which has
a purchase price of RMB40.0 million. The agreement was subsequently cancelled on 30 July 2019
and the RMB40.0 million was fully refunded to the Group by batches between 31 October 2019 to 31
December 2019. At various points of time, there were also overlapping of Procurement Agreements
that were subsequently cancelled, where the purchase amount in aggregate also exceeded RMB30.0
million.

As such, the entering into of certain Procurement Agreements could have resulted in the exceeding
of the Annual Caps, although such Procurement Agreements were subsequently cancelled. Pursuant
to Rule 14A.54 of the Listing Rules, before an annual cap for the continuing connected transactions
is exceeded, the Company is required to re-comply with the requirements under Chapter 14A of the
Listing Rules. As the Procurement Agreements entered into in the Period exceeded the Annual Caps,
the highest applicable percentage ratio in respect of the transaction amount of these Procurement
Agreements exceeded 5% and the annual consideration exceeded HK$10 million, the transactions
under the Framework Purchasing Agreement for the Period constituted continuing connected
transactions and are subject to the reporting, annual review, announcement and independent
Shareholders’ approval requirements under chapter 14A of the Listing Rules. However, since the
relevant Procurement Agreements have already been cancelled, the Company will not seek the
ratification of the relevant Procurement Agreements from independent shareholders.

For further details regarding the details of the exceeding of the Annual Caps for the continuing
connected transaction, please refer to the announcement of the Company dated 11 May 2020.

Opinion from the independent non-executive Directors on the non-exempt continuing connected
transaction

Save for the 32 Procurement Agreements and the prepayments made thereunder that, (i) were not
approved by the Board; and (ii) could have resulted in the exceeding of the Annual Caps had they
not been cancelled, which was not in accordance with the relevant agreements governing such
transactions, the independent non-executive Directors have reviewed the connected transactions of
the executed Procurement Agreements in respect of the purchase of raw materials between Zhejiang
Bonny and Deshipu New Materials amounting to approximately RMB7.3 million (including VAT) for the
year ended 31 December 2019 and confirmed that this connected transaction has been entered into:

(a) in the ordinary and usual course of business of the Group;
(b) on normal commercial terms or better; and

(c) according to the agreements governing them on terms that are fair and reasonable and in the
interests of the Shareholders as a whole.
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The auditor of the Company was engaged to report on the Group’s continuing connected transactions
in accordance with Hong Kong Standard on Assurance Engagements 3000 “Assurance Engagements
Other Than Audits or Reviews of Historical Financial Information” and with reference to Practice Note
740 “Auditor’s Letter on Continuing Connected Transactions under the Hong Kong Listing Rules”
issued by the Hong Kong Institute of Certified Public Accountants. The Company has received a
letter from its auditor containing their finding and conclusions in respect of the continuing connected
transactions disclosed above in accordance with Rule 14A.56 of the Listing Rules, which the
Directors concur. Having taken into account that (i) the Procurement Agreements were not approved
by the Directors; and (ii) the aggregate amount of the Procurement Agreement exceeded the Annual
Caps, which was not in accordance with the relevant agreements governing such transactions, the
auditor has expressed a qualified conclusion that (i) the continuing connected transactions have
not been approved by the Board; (ii) the transactions were not entered into, in all material respects,
in accordance with the relevant agreements governing such transactions; and (iii) the continuing
connected transactions have exceeded the relevant annual cap. A copy of the auditor’s letter has
been provided by the Company to the Stock Exchange.

Details of related party transactions of the Group during the Period which constitute exempt
connected transactions under Chapter 14A of the Listing Rules (save and except transactions under
the Framework Purchasing Agreement discussed above which constitute continuing connected
transaction) are set out in note 34 to the consolidated financial statements in this annual report. Save
in the notes to the consolidated financial statements, the Group has not entered into any connected
transaction or continuing connected transaction during the Period which should be disclosed
pursuant to the requirements under the Listing Rules.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole or any substantial part of
the business of the Company were entered into or existed during the Period.

MAJOR CUSTOMERS AND SUPPLIERS

The information in respect of the Group’s revenue and purchases attributable to the major customers
and suppliers respectively during the financial year is as follows:

Percentage of the Group’s total

Revenue Purchases
The largest customer 22.9% N/A
The five largest customers in aggregate 60.5% N/A
The largest supplier N/A 5.9%
The five largest suppliers in aggregate N/A 23.4%
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Save for Deshipu New Materials, which was our largest supplier for the Period, none of our Directors
or their respective associates or any shareholder (whom to the knowledge of our Directors owns
more than 5% of the issued shares) had any interest in any of our five largest suppliers and our five
largest customers during the Period. For further details of the transactions between our Group and
Deshipu New Materials, please refer to section headed “Continuing Connected Transactions” in the
Prospectus.

PUBLIC FLOAT

Based on the information that is publicly available to the Company and within the knowledge of the
directors as at the date of this annual report, there was a sufficient prescribed public float of the
issued shares of the Company under the Listing Rules.

PERMITTED INDEMNITY PROVISION

The Articles provides that every Director shall be indemnified and secured harmless out of the
assets and profits of the Company from and against all actions, costs, charges, losses, damages
and expenses which he/she may sustain or incur by the execution of his/her duty, provided that the
indemnity shall not extend to any matter in respect of any fraud or dishonesty which may attach to
any of said persons. The Company has arranged appropriate directors liability insurance in respect
of legal action against any Directors.

TAX RELIEF

The Directors are not aware of any relief from taxation available to the shareholders of the Company
by reason of their holding of the shares of the Company.

PROFESSIONAL TAX ADVICE

If the shareholders of the Company are unsure about the taxation implications of purchasing, holding,
disposing of, dealing in, or the exercise of any rights in relation to the shares of the Company, they
are advised to consult an expert.

AUDITOR

The consolidated financial statements for the year ended 31 December 2019 have been audited by
Ernst & Young. A resolution to re-appoint the retiring auditors, Ernst & Young, is to be proposed at
the forthcoming annual general meeting of the Company. The Company has not changed its external
auditor in the past three years.

ON BEHALF OF THE BOARD

Jin Guojun
Chairman

Hong Kong, 14 May 2020
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/ Ernst & Young
22/F, CITIC Tower

1 Tim Mei Avenue

EY&,—k Central, Hong Kong

To the shareholders of Bonny International Holding Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Bonny International Holding Limited (the
“Company”) and its subsidiaries (the “Group”) set out on pages 84 to 166, which comprise the
consolidated statement of financial position as at 31 December 2019, and the consolidated statement
of profit or loss, the consolidated statement of comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash flows for the year then ended, and notes to
the consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated
financial position of the Group as at 31 December 2019, and of its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with Hong
Kong Financial Reporting Standards (“HKFRSs”) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”) and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs”) issued
by the HKICPA. Our responsibilities under those standards are further described in the Auditor’s
responsibilities for the audit of the consolidated financial statements section of our report. We
are independent of the Group in accordance with the HKICPA’'s Code of Ethics for Professional
Accountants (the “Code”), and we have fulfilled our other ethical responsibilities in accordance
with the Code. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement, were of most significance in
our audit of the consolidated financial statements of the current year. 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. For each matter below,
our description of how our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of
the consolidated financial statements section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures designed to respond to our
assessment of the risks of material misstatement of the consolidated financial statements. The results
of our audit procedures, including the procedures performed to address the matters below, provide
the basis for our audit opinion on the accompanying consolidated financial statements.
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How our audit addressed the key audit matter

Impairment assessment for trade receivables

As at 31 December 2019, the Group’s trade
receivables amounted to approximately
RMB88,776,000, which represented 14.3% of
the Group’s total assets.

Management performed periodic assessments
on the recoverability of the trade receivables
and the sufficiency of provision for impairment,
based on reasonable and supportable
information such as the credit profile of
different groups of customers, ageing of
the trade receivables, historical settlement
records, subsequent settlement status, and on-
going trading relationships with the relevant
customers. Management also considered
forward-looking information in performing
the impairment assessment. A credit loss
allowance of RMB4,942,000 was made based
on management’s impairment assessment.

A high level of management’s judgement was
required when assessing the impairment of
trade receivables under the expected credit
losses model.

The accounting policies and disclosures for
trade receivables are included in notes 2.4, 3
and 18 to the consolidated financial statements.

Our audit procedures to assess the impairment
of trade receivables included, but are not
limited to:

e gaining an understanding of and evaluating
the key controls that the Group has
implemented to manage and monitor the
credit risk of its debtors;

e testing the ageing of the trade receivables,
on a sample basis, as at 31 December
2019 and subsequent settlements to bank
receipts;

o inquiring of management for the on-going
business relationship with the customers
based on trade records; and

e examining the key inputs and assumptions
applied in the impairment assessment,
including historical and forward-looking
information.
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Key audit matter

How our audit addressed the key audit matter
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Inventory obsolescence provisions

As at 31 December 2019, the Group’s
inventories amounted to RMB136,053,000,
which represented 21.9% of the Group’s total
assets.

Management performed periodic assessments
on the obsolescence of the inventories and
the sufficiency of provision for impairment,
based on current and future fashion trends,
sales and marketing strategies, ageing and net
realisable values of the inventories. Inventory
provision of RMB9,223,000 was made based on
management assessment.

The inventory balances were material to
the consolidated financial statements and
significant judgement was required when
assessing the adequacy of provision.

The accounting policies and disclosures for

inventories are included in notes 2.4, 3 and 17
to the consolidated financial statements.
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Our audit procedures to assess the valuation of
inventory provision included, but are not limited
to:

e gaining an understanding of and evaluating
the key controls that the Group has
implemented to identify slow moving and
obsolete inventories;

e observing the inventory count performed by
management and assessing the physical
condition of the finished goods inventories
at balance sheet date;

e assessing, on a sample basis, the ageing
of inventories by comparing the sampled
items to the production records;

e testing the computation of the obsolescence
level based on the mechanisms and other
parameters applied in the Group’s inventory
provision policy;

e assessing the subsequent or expected
selling prices and estimating costs to sell
by reviewing the costs incurred historically;
and

e inquiring of management of current and
future fashion trends and potential market
condition and checked the subsequent
consumptions.
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Other information included in the Annual Report

The directors of the Company are responsible for the other information. The other information
comprises 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.

Responsibilities of the directors for the consolidated financial statements

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

In preparing the consolidated financial statements, the directors of the Company 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 of the
Company either intend to liquidate the Group or to cease operations or have no realistic alternative
but to do so.

The directors of the Company are assisted by the Audit Committee in discharging their
responsibilities for overseeing the Group’s financial reporting process.
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Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion. Our 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:

o 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.

e 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.

o 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.

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

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 to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with 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 so 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 Lai Chee Kong.

Ernst & Young
Certified Public Accountants
Hong Kong

14 May 2020
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2,418
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88,776
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1,321
375
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232,397
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1,035
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9,125
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1,388

1,388
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Year ended 31 December 2019
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Consolidated Statements of Cash Flows

Year ended 31 December 2019

2019 2018
Notes RMB’000 RMB’'000
Net cash flows (used in)/from operating activities (17,252) 33,374
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of items of property, plant and equipment (66,757) (34,406)
Proceeds from disposal of property, plant and equipment 254 1,234
Additions to other intangible assets (141) (240)
Purchase of financial assets at fair value through profit
or loss (1,321) —
Advance of loans to related parties — (147,361)
Advance of loans to a director — (150)
Advance of loans to third parties — (13,600)
Repayment of loans from related parties 13,292 148,368
Repayment of loans from a director — 450
Repayment of loans from third parties — 17,400
Net cash flows used in investing activities (54,673) (28,305)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of shares 149,738 147,665
Underwriting fee (4,478) —
Disposal of non-controlling interests — 20
New bank loans 556,901 377,790
Repayment of bank loans (576,414) (381,839)
Proceeds from other borrowings — 108,400
Repayment of other borrowings — (97,800)
Principal portion of lease payments/finance lease rental
payments (6,215) (2,120)
Interest paid (13,914) (12,761)
Acquisition of equity interests from the then shareholders
of a subsidiary as part of the Reorganisation — (147,789)
Net cash flows from/(used in) financing activities 105,618 (8,434)
NET INCREASE/(DECREASE) IN CASH AND CASH
EQUIVALENTS 33,693 (3,365)
NET INCREASE/(DECREASE) IN CASH AND CASH
EQUIVALENTS 33,693 (3,365)
Cash and cash equivalents at beginning of year 25,438 28,770
Effect of foreign exchange rate changes, net 34 83
CASH AND CASH EQUIVALENTS AT END OF YEAR 59,165 25,438
ANALYSIS OF BALANCES OF CASH AND CASH
EQUIVALENTS
Cash and bank balances 21 59,165 25,438
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Notes to Financial Statements

CORPORATE AND GROUP INFORMATION

The Company is an exempted company incorporated with limited liability in the Cayman Islands
on 19 July 2017. The registered office of the Company is P.O. Box 10240, 4th Floor Harbour
Place, 103 South Church Street, Grand Cayman KY1-1002, Cayman Islands.

31 December 2019

The Group was principally involved in the manufacture and sale of brassieres, functional
sportswear, panties and thermal underwear in the People’s Republic of China (the “PRC”). In the
opinion of the directors, the ultimate controlling shareholder of the Group is Mr. Jin Guojun.

On 26 April 2019, the Company achieved a successful listing on the Main Board of the Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).

Particulars of the Company’s subsidiaries are as follows:

Place and date

Nominal value of

of incorporation/ issued shares/ Percentage of equity
registration and place registered share interest attributable
Name of business capital to the Company  Principal activities
Direct Indirect

Hong Kong Bonny Ltd. Hong Kong HKD10 thousand 100 — Investment holding
(“Bonny HK”) 4 September 2017

Zhejiang Bonny Fashion Holding ~ PRC/Mainland China ~ RMB218 million — 100 Manufacture and trading of brassieres,
Group Co., Ltd. (“Zhejiang 21 August 2001 panties, thermal underwear and
Bonny) functional sportswear

Shanghai Bonny Apparel Co., Ltd. PRC/Mainland China  RMB1 million — 100 Trading of brassieres, panties and
(“Shanghai Bonny”) 29 December 2007 thermal underwear

Yiwu Bonny E-Commerce PRC/Mainland China ~ RMB12 million — 70 Trading of brassieres, panties and
Co., Ltd. (“Yiwu Bonny"y 16 May 2016 thermal underwear

Yiwu Leyishang Apparel Co., Ltd. ~ PRC/Mainland China ~ RMBG6 million — 60 Trading of brassieres, panties and
("Yiwu Leyishang") 10 March 2016 thermal underwear

Yiwu Bonny Sportswear Co., Ltd. ~ PRC/Mainland China ~ RMB1 million — 100 Trading of brassieres, panties and
("Yiwu Sportswear”) 25 May 2017 thermal underwear

Yiwu Fayue Apparel Co., Ltd. PRC/Mainland China ~ RMB1 million — 100 Trading of brassieres, panties and
("Yiwu Fayue”) 26 May 2017 thermal underwear

Hunan Bonny Apparel Co., Ltd. ~ PRC/Mainland China ~ RMB2 million — 100 Manufacture of brassieres, panties and
(“Hunan Bonny”) 4 June 2019 thermal underwear

These entities are limited liability enterprises established under PRC law.
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Notes to Financial Statements

31 December 2019

2.1 BASIS OF PREPARATION

92

These financial statements have been prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) (which include all Hong Kong Financial Reporting Standards,
Hong Kong Accounting Standards (“HKASs”) and Interpretations) issued by the Hong Kong
Institute of Certified Public Accountants (*“HKICPA”), accounting principles generally accepted
in Hong Kong and the disclosure requirements of the Hong Kong Companies Ordinance. They
have been prepared under the historical cost convention, except for investment properties and
financial assets at fair value through profit or loss which have been measured at fair value.
These financial statements are presented in Renminbi (“RMB”) and all values are rounded to the
nearest thousand except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its
subsidiaries (collectively referred to as the “Group”) for the year ended 31 December 2019.
A subsidiary is an entity (including a structured entity), directly or indirectly, controlled by the
Company. Control is achieved when the Group is exposed, or has rights, to variable returns from
its involvement with the investee and has the ability to affect those returns through its power
over the investee (i.e., existing rights that give the Group the current ability to direct the relevant
activities of the investee).

When the Company has, directly or indirectly, less than a majority of the voting or similar rights
of an investee, the Group considers all relevant facts and circumstances in assessing whether it
has power over an investee, including:

(a) the contractual arrangement with the other vote holders of the investee;
(b) rights arising from other contractual arrangements; and
(c) the Group’s voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for the same reporting period as the
Company, using consistent accounting policies. The results of subsidiaries are consolidated
from the date on which the Group obtains control, and continue to be consolidated until the date
that such control ceases.

Profit or loss and each component of other comprehensive income are attributed to the owners
of the parent of the Group and to the non-controlling interests, even if this results in the
non-controlling interests having a deficit balance. All intra-group assets and liabilities, equity,
income, expenses and cash flows relating to transactions between members of the Group are
eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate
that there are changes to one or more of the three elements of control described above. A
change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an
equity transaction.
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Notes to Financial Statements

31 December 2019

2.1 BASIS OF PREPARATION (continued)
Basis of consolidation (Continued)

If the Group loses control over a subsidiary, it derecognises (i) the assets (including goodwill)
and liabilities of the subsidiary, (ii) the carrying amount of any non-controlling interest and (iii)
the cumulative translation differences recorded in equity; and recognises (i) the fair value of
the consideration received, (ii) the fair value of any investment retained and (iii) any resulting
surplus or deficit in profit or loss. The Group’s share of components previously recognised in
other comprehensive income is reclassified to profit or loss or retained profits, as appropriate,
on the same basis as would be required if the Group had directly disposed of the related assets
or liabilities.

2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The Group has adopted the following new and revised HKFRSs for the first time for the current
year’s financial statements.

Amendments to HKFRS 9 Prepayment Features with Negative Compensation

HKFRS 16 Leases

Amendments to HKAS 19 Plan Amendment, Curtailment or Settlement

Amendments to HKAS 28 Long-term Interests in Associates and Joint Ventures

HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments

Annual Improvements to Amendments to HKFRS 3, HKFRS 11, HKAS 12 and HKAS
HKFRSs 2015-2017 Cycle 23

Except for the amendments to HKFRS 9, HKAS 19 and HKAS 28, and Annual Improvements to
HKFRSs 2015-2017 Cycle, which are not relevant to the preparation of the Group’s financial
statements, the nature and the impact of the new and revised HKFRS are described below:

(a) HKFRS 16 replaces HKAS 17 Leases, HK(IFRIC)-Int 4 Determining whether an Arrangement
contains a Lease, HK(SIC)-Int 15 Operating Leases — Incentives and HK(SIC)-Int 27
Evaluating the Substance of Transactions Involving the Legal Form of a Lease. The
standard sets out the principles for the recognition, measurement, presentation and
disclosure of leases and requires lessees to account for all leases under a single
on-balance sheet model to recognise and measure right-of-use assets and lease
liabilities, except for certain recognition exemptions. Lessor accounting under HKFRS 16
is substantially unchanged from HKAS 17. Lessors continue to classify leases as either
operating or finance leases using similar principles as in HKAS 17.

The Group has adopted HKFRS 16 using the modified retrospective method with the date
of initial application of 1 January 2019. Under this method, the standard has been applied
retrospectively with the cumulative effect of initial adoption recognised as an adjustment to
the opening balance of retained profits at 1 January 2019, and the comparative information
for 2018 was not restated and continued to be reported under HKAS 17 and related
interpretations.
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Notes to Financial Statements

31 December 2019

2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (continued)

94

(a)

(Continued)

New definition of a lease

Under HKFRS 16, a contract is, or contains, a lease if the contract conveys a right to control
the use of an identified asset for a period of time in exchange for consideration. Control is
conveyed where the customer has both the right to obtain substantially all of the economic
benefits from use of the identified asset and the right to direct the use of the identified
asset. The Group elected to use the transition practical expedient allowing the standard
to be applied only to contracts that were previously identified as leases applying HKAS 17
and HK(IFRIC)-Int 4 at the date of initial application. Contracts that were not identified as
leases under HKAS 17 and HK(IFRIC)-Int 4 were not reassessed. Therefore, the definition of
a lease under HKFRS 16 has been applied only to contracts entered into or changed on or
after 1 January 2019.

As a lessee — Leases previously classified as operating leases
Nature of the effect of adoption of HKFRS 16

The Group has lease contracts for various items of property, machinery, motor vehicles
and other equipment. As a lessee, the Group previously classified leases as either finance
leases or operating leases based on the assessment of whether the lease transferred
substantially all the rewards and risks of ownership of assets to the Group. Under HKFRS
16, the Group applies a single approach to recognise and measure right-of-use assets and
lease liabilities for all leases, except for two elective exemptions for leases of low-value
assets (elected on a lease-by-lease basis) and leases with a lease term of 12 months or
less (“short-term leases”) (elected by class of underlying asset). Instead of recognising
rental expenses under operating leases on a straight-line basis over the lease term
commencing from 1 January 2019, the Group recognises depreciation (and impairment, if
any) of the right-of-use assets and interest accrued on the outstanding lease liabilities (as
finance costs).

Impact on transition

Lease liabilities at 1 January 2019 were recognised based on the present value of the
remaining lease payments, discounted using the incremental borrowing rate at 1 January
2019 and included in interest-bearing bank and other borrowings. The right-of-use assets
for most leases were measured at the amount of the lease liability, adjusted by the amount
of any prepaid or accrued lease payments relating to the lease recognised in the statement
of financial position immediately before 1 January 2019.

All these assets were assessed for any impairment based on HKAS 36 on that date. The
Group elected to present the right-of-use assets separately in the statement of financial
position. This includes the lease assets recognised previously under finance leases of
RMB9,552,000 that were reclassified from property, plant and equipment.

For the leasehold land and buildings (that were held to earn rental income and/or for capital
appreciation) previously included in investment properties and measured at fair value, the
Group has continued to include them as investment properties at 1 January 2019. They
continue to be measured at fair value applying HKAS 40.
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Notes to Financial Statements

31 December 2019

2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (continued)
(a) (Continued)

As a lessee — Leases previously classified as operating leases (Continued)
Impact on transition (Continued)

The Group has used the following elective practical expedients when applying HKFRS 16 at
1 January 2019:

e  Applying the short-term lease exemptions to leases with a lease term that ends within
12 months from the date of initial application

o Using hindsight in determining the lease term where the contract contains options to
extend/terminate the lease

As a lessee — Leases previously classified as finance leases

The Group did not change the initial carrying amounts of recognised assets and liabilities at
the date of initial application for leases previously classified as finance leases. Accordingly,
the carrying amounts of the right-of-use assets and the lease liabilities at 1 January 2019
were the carrying amounts of the recognised assets and liabilities (i.e., finance lease
payables) measured under HKAS 17.

Financial impact at 1 January 2019

The impact arising from the adoption of HKFRS 16 at 1 January 2019 was as follows:

Increase/
(decrease)
RMB’000
Assets
Increase in right-of-use assets 40,805
Decrease in property, plant and equipment (9,552)
Decrease in prepaid land lease payments (27,155)
Decrease in prepayments, other receivables and other assets (943)
Increase in deferred tax assets 473
Increase in total assets 3,628
Liabilities
Increase in interest-bearing bank and other borrowings 3,155
Increase in deferred tax liabilities 473
Increase in total liabilities 3,628
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Notes to Financial Statements

31 December 2019

2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (continued)

(a)

(Continued)

Financial impact at 1 January 2019 (Continued)

The lease liabilities as at 1 January 2019 reconciled to the operating lease commitments as
at 31 December 2018 is as follows:

RMB’000

Operating lease commitments as at 31 December 2018 4,682
Less: Commitments relating to short-term leases and those leases

with a remaining lease term ending on or before 31 December 2019 (1,276)

3,406

Weighted average incremental borrowing rate as at 1 January 2019 4.75%

Discounted operating lease commitments as at 1 January 2019 3,155

Add: Finance lease liabilities recognised as at 31 December 2018 8,480

Lease liabilities as at 1 January 2019 11,635

HK(IFRIC)-Int 23 addresses the accounting for income taxes (current and deferred) when
tax treatments involve uncertainty that affects the application of HKAS 12 (often referred to
as “uncertain tax positions”). The interpretation does not apply to taxes or levies outside
the scope of HKAS 12, nor does it specifically include requirements relating to interest and
penalties associated with uncertain tax treatments. The interpretation specifically addresses
(i) whether an entity considers uncertain tax treatments separately; (ii) the assumptions an
entity makes about the examination of tax treatments by taxation authorities; (iii) how an
entity determines taxable profits or tax losses, tax bases, unused tax losses, unused tax
credits and tax rates; and (iv) how an entity considers changes in facts and circumstances.
Upon adoption of the interpretation, the Group considered whether it has any uncertain tax
positions arising from the transfer pricing on its intergroup sales. Based on the Group’s
tax compliance and transfer pricing study, the Group determined that it is probable that its
transfer pricing policy will be accepted by the tax authorities. Accordingly, the interpretation
did not have any impact on the financial position or performance of the Group.
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31 December 2019

2.3 ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL
REPORTING STANDARDS

The Group has not applied the following new and revised HKFRSs, that have been issued but
are not yet effective, in these financial statements.

Amendments to HKFRS 3 Definition of a Business?

Amendments to HKFRS 9, HKAS 39 and Interest Rate Benchmark Reform?
HKFRS 7

Amendments to HKFRS 10 and Sale or Contribution of Assets between an Investor and
HKAS 28 (2011) its Associate or Joint Venture?

HKFRS 17 Insurance Contracts?

Amendments to HKAS 1 and HKAS 8 Definition of Material’

Amendments to IAS 1 Classification of Liabilities as Current or Non-current?

0 Effective for annual periods beginning on or after 1 January 2020
2 Effective for annual periods beginning on or after 1 January 2021

3 No mandatory effective date yet determined but available for adoption

Further information about those HKFRSs that are expected to be applicable to the Group is
described below.

Amendments to HKFRS 3 clarify and provide additional guidance on the definition of a business.
The amendments clarify that for an integrated set of activities and assets to be considered
a business, it must include, at a minimum, an input and a substantive process that together
significantly contribute to the ability to create output. A business can exist without including all
of the inputs and processes needed to create outputs. The amendments remove the assessment
of whether market participants are capable of acquiring the business and continue to produce
outputs. Instead, the focus is on whether acquired inputs and acquired substantive processes
together significantly contribute to the ability to create outputs. The amendments have also
narrowed the definition of outputs to focus on goods or services provided to customers,
investment income or other income from ordinary activities. Furthermore, the amendments
provide guidance to assess whether an acquired process is substantive and introduce an
optional fair value concentration test to permit a simplified assessment of whether an acquired
set of activities and assets is not a business. The Group expects to adopt the amendments
prospectively from 1 January 2020. Since the amendments apply prospectively to transactions
or other events that occur on or after the date of first application, the Group will not be affected
by these amendments on the date of transition.

Amendments to HKFRS 9, HKAS 39 and HKFRS 7 address the effects of interbank offered rate
reform on financial reporting. The amendments provide temporary reliefs which enable hedge
accounting to continue during the period of uncertainty before the replacement of an existing
interest rate benchmark. In addition, the amendments require companies to provide additional
information to investors about their hedging relationships which are directly affected by these
uncertainties. The amendments are effective for annual periods beginning on or after 1 January
2020. Early application is permitted. The amendments are not expected to have any significant
impact on the Group’s financial statements.
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Notes to Financial Statements

31 December 2019

2.3 ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL

REPORTING STANDARDS (continued)

Amendments to HKFRS 10 and HKAS 28 (2011) address an inconsistency between the
requirements in HKFRS 10 and in HKAS 28 (2011) in dealing with the sale or contribution of
assets between an investor and its associate or joint venture. The amendments require a full
recognition of a gain or loss when the sale or contribution of assets between an investor and its
associate or joint venture constitutes a business. For a transaction involving assets that do not
constitute a business, a gain or loss resulting from the transaction is recognised in the investor’s
profit or loss only to the extent of the unrelated investor’s interest in that associate or joint
venture. The amendments are to be applied prospectively. The previous mandatory effective
date of amendments to HKFRS 10 and HKAS 28 (2011) was removed by the HKICPA in January
2016 and a new mandatory effective date will be determined after the completion of a broader
review of accounting for associates and joint ventures. However, the amendments are available
for adoption now.

Amendments to HKAS 1 and HKAS 8 provide a new definition of material. The new definition
states that information is material if omitting, misstating or obscuring it could reasonably be
expected to influence decisions that the primary users of general purpose financial statements
make on the basis of those financial statements. The amendments clarify that materiality will
depend on the nature or magnitude of information. A misstatement of information is material if
it could reasonably be expected to influence decisions made by the primary users. The Group
expects to adopt the amendments prospectively from 1 January 2020. The amendments are not
expected to have any significant impact on the Group’s financial statements.

Amendments to IAS 1 clarify the criteria for determining whether to classify a liability as current
or non-current. The amendments specify that the conditions which exist at the end of the
reporting period are those which will be used to determine if a right to defer settlement of a
liability exists. The amendments clarify the situations that are considered settlement of a liability.
The new guidance will be effective for annual periods starting on or after 1 January 2022. Early
application is permitted. The amendments are not expected to have any significant impact on
the Group’s financial statements.

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

98

Fair value measurement

The Group measures its investment properties and financial assets at fair value through profit
or loss at fair value at the end of each reporting period. Fair value is the price that would
be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. The fair value measurement is based on the
presumption that the transaction to sell the asset or transfer the liability takes place either in
the principal market for the asset or liability, or in the absence of a principal market, in the most
advantageous market for the asset or liability. The principal or the most advantageous market
must be accessible by the Group. The fair value of an asset or a liability is measured using the
assumptions that market participants would use when pricing the asset or liability, assuming that
market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s
ability to generate economic benefits by using the asset in its highest and best use or by selling
it to another market participant that would use the asset in its highest and best use.
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31 December 2019

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Fair value measurement (Continued)

The Group uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximising the use of relevant observable
inputs and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements
are categorised within the fair value hierarchy, described as follows, based on the lowest level
input that is significant to the fair value measurement as a whole:

Level 1 — based on quoted prices (unadjusted) in active markets for identical assets or
liabilities

Level 2 — based on valuation techniques for which the lowest level input that is significant to the
fair value measurement is observable, either directly or indirectly

Level 3 — based on valuation techniques for which the lowest level input that is significant to the
fair value measurement is unobservable

For assets and liabilities that are recognised in the financial statements on a recurring basis,
the Group determines whether transfers have occurred between levels in the hierarchy by
reassessing categorisation (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment testing for an asset is
required (other than inventories, deferred tax assets, financial assets and non-current assets),
the asset’s recoverable amount is estimated. An asset’s recoverable amount is the higher of
the asset’s or cash-generating unit’s value in use and its fair value less costs of disposal, and
is determined for an individual asset, unless the asset does not generate cash inflows that
are largely independent of those from other assets or groups of assets, in which case the
recoverable amount is determined for the cash-generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable
amount. 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. An impairment loss is charged to the
statement of profit or loss in the period in which it arises in those expense categories consistent
with the function of the impaired asset.

An assessment is made at the end of each reporting period as to whether there is an indication
that previously recognised impairment losses may no longer exist or may have decreased.
If such an indication exists, the recoverable amount is estimated. A previously recognised
impairment loss of an asset other than goodwill is reversed only if there has been a change in
the estimates used to determine the recoverable amount of that asset, but not to an amount
higher than the carrying amount that would have been determined (net of any depreciation/
amortisation) had no impairment loss been recognised for the asset in prior years. A reversal
of such an impairment loss is credited to the statement of profit or loss in the period in which it
arises.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Related parties

100

A party is considered to be related to the Group if:

(a)

or

the party is a person or a close member of that person’s family and that person
(i) has control or joint control over the Group;
(ii) has significant influence over the Group; or

(iii) is a member of the key management personnel of the Group or of a parent of the
Group;

the party is an entity where any of the following conditions applies:

(

) the entity and the Group are members of the same group;

(i) one entity is an associate or joint venture of the other entity (or of a parent, subsidiary
or fellow subsidiary of the other entity);

(iii) the entity and the Group are joint ventures of the same third party;

(iv) one entity is a joint venture of a third entity and the other entity is an associate of the
third entity;

(v) the entity is a post-employment benefit plan for the benefit of employees of either the
Group or an entity related to the Group;

(vi) the entity is controlled or jointly controlled by a person identified in (a);

(vii) 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); and

(viii) 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 parent of the Group.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress, are stated at cost less
accumulated depreciation and any impairment losses. When an item of property, plant and
equipment is classified as held for sale or when it is part of a disposal group classified as held
for sale, it is not depreciated and is accounted for in accordance with HKFRS 5. The cost of an
item of property, plant and equipment comprises its purchase price and any directly attributable
costs of bringing the asset to its working condition and location for its intended use.

Expenditure incurred after items of property, plant and equipment have been put into operation,
such as repairs and maintenance, is normally charged to the statement of profit or loss in
the period in which it is incurred. In situations where the recognition criteria are satisfied,
the expenditure for a major inspection is capitalised in the carrying amount of the asset as
a replacement. Where significant parts of property, plant and equipment are required to be
replaced at intervals, the Group recognises such parts as individual assets with specific useful
lives and depreciates them accordingly.

Depreciation is calculated on the straight-line basis to write off the cost of each item of property,
plant and equipment to its residual value over its estimated useful life. The principal annual rates
or estimated useful life used for this purpose are as follows:

Buildings 3'3%
Machinery and equipment 10%
Motor vehicles 20%
Computer and office equipment 10% to 20%
Leasehold improvements Over the shorter of the lease terms and 2 years

Where parts of an item of property, plant and equipment have different useful lives, the cost
of that item is allocated on a reasonable basis among the parts and each part is depreciated
separately. Residual values, useful lives and the depreciation method are reviewed, and
adjusted if appropriate, at least at each financial year end.

An item of property, plant and equipment including any significant part initially recognised is
derecognised upon disposal or when no future economic benefits are expected from its use or
disposal. Any gain or loss on disposal or retirement recognised in the statement of profit or loss
in the year the asset is derecognised is the difference between the net sales proceeds and the
carrying amount of the relevant asset.

Construction in progress represents a building under construction, which is stated at cost less
any impairment losses, and is not depreciated. Cost comprises the direct costs of construction
and capitalised borrowing costs on related borrowed funds during the period of construction.
Construction in progress is reclassified to the appropriate category of property, plant and
equipment when completed and ready for use.
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Investment properties

Investment properties are interests in land and buildings (including the leasehold property
held as a right-of-use asset (2018: leasehold property under an operating lease) which would
otherwise meet the definition of an investment property) held to earn rental income and/or for
capital appreciation, rather than for use in the production or supply of goods or services or
for administrative purposes; or for sale in the ordinary course of business. Such properties
are measured initially at cost, including transaction costs. Subsequent to initial recognition,
investment properties are stated at fair value, which reflects market conditions at the end of the
reporting period.

Gains or losses arising from changes in the fair values of investment properties are included in
the statement of profit or loss in the year in which they arise.

Any gains or losses on the retirement or disposal of an investment property are recognised in the
statement of profit or loss in the year of the retirement or disposal.

For a transfer from investment properties to owner-occupied properties or inventories, the
deemed cost of a property for subsequent accounting is its fair value at the date of change
in use. If a property occupied by the Group as an owner-occupied property becomes an
investment property, the Group accounts for such property in accordance with the policy stated
under “Property, plant and equipment and depreciation” for owned property and/or accounts
for such property in accordance with the policy stated under “Right-of-use assets” for property
held as a right-of-use asset up to the date of change in use, and any difference at that date
between the carrying amount and the fair value of the property is accounted for as a revaluation
in accordance with the policy stated under “Property, plant and equipment and depreciation”
above. For a transfer from inventories to investment properties, any difference between the fair
value of the property at that date and its previous carrying amount is recognised in the statement
of profit or loss.

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial recognition at cost. The cost of
intangible assets acquired in a business combination is the fair value at the date of acquisition.
The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible
assets with finite lives are subsequently amortised over the useful economic life and assessed
for impairment whenever there is an indication that the intangible asset may be impaired. The
amortisation period and the amortisation method for an intangible asset with a finite useful life
are reviewed at least at each financial year end.

Patents, licences and trademarks

Purchased patents, licences and trademarks are stated at cost less any impairment losses and
are amortised on the straight-line basis over their estimated useful lives of 10 years.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Intangible assets (other than goodwill) (Continued)
Software

Purchased software is stated at cost less any impairment losses and is amortised on the
straight-line basis over their estimated useful lives of 5 years.

Research and development costs

All research costs are charged to the statement of profit or loss as incurred.

Expenditure incurred on projects to develop new products is capitalised and deferred only when
the Group can demonstrate the technical feasibility of completing the intangible asset so that it
will be available for use or sale, its intention to complete and its ability to use or sell the asset,
how the asset will generate future economic benefits, the availability of resources to complete
the project and the ability to measure reliably the expenditure during the development. Product
development expenditure which does not meet these criteria is expensed when incurred.

Deferred development costs are stated at cost less any impairment losses and are amortised
using the straight-line basis over the commercial lives of the underlying products not exceeding
five to seven years, commencing from the date when the products are put into commercial
production.

Leases (applicable from 1 January 2019)

The Group assesses at contract inception whether a contract is, or contains, a lease. A contract
is, or contains, a lease if the contract conveys the right to control the use of an identified asset
for a period of time in exchange for consideration.

Group as a lessee

The Group applies a single recognition and measurement approach for all leases, except for
short-term leases and leases of low-value assets. The Group recognises lease liabilities to make
lease payments and right-of-use assets representing the right to use the underlying assets.

(a) Right-of-use assets

Right-of-use assets are recognised at the commencement date of the lease (that is the
date the underlying asset is available for use). Right-of-use assets are measured at cost,
less any accumulated depreciation and any impairment losses, and adjusted for any
remeasurement of lease liabilities. The cost of right-of-use assets includes the amount of
lease liabilities recognised, initial direct costs incurred, and lease payments made at or
before the commencement date less any lease incentives received. Right-of-use assets are
depreciated on a straight-line basis over the shorter of the lease terms and the estimated
useful lives of the assets as follows:

Leasehold land 50 years
Machinery and equipment 10 years
Retail shops and offices Over the lease terms
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Group as a lessee (Continued)

(a)

Right-of-use assets (Continued)

If ownership of the leased asset transfers to the Group by the end of the lease term or
the cost reflects the exercise of a purchase option, depreciation is calculated using the
estimated useful life of the asset.

Lease liabilities

Lease liabilities are recognised at the commencement date of the lease at the present
value of lease payments to be made over the lease term. The lease payments include fixed
payments (including in-substance fixed payments) less any lease incentives receivable,
variable lease payments that depend on an index or a rate, and amounts expected to be
paid under residual value guarantees. The lease payments also include the exercise price
of a purchase option reasonably certain to be exercised by the Group and payments of
penalties for termination of a lease, if the lease term reflects the Group exercising the option
to terminate. The variable lease payments that do not depend on an index or a rate are
recognised as an expense in the period in which the event or condition that triggers the
payment occurs.

In calculating the present value of lease payments, the Group uses its incremental
borrowing rate at the lease commencement date because the interest rate implicit in
the lease is not readily determinable. After the commencement date, the amount of
lease liabilities is increased to reflect the accretion of interest and reduced for the lease
payments made. In addition, the carrying amount of lease liabilities is remeasured if there
is a modification, a change in the lease term, a change in lease payments (e.g., a change
to future lease payments resulting from a change in an index or rate) or a change in
assessment of an option to purchase the underlying asset.

The Group’s lease liabilities are included in interest-bearing bank and other borrowings.
Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases of
operating leases (that is those leases that have a lease term of 12 months or less from the
commencement date and do not contain a purchase option). It also applies the recognition
exemption for leases of low-value assets to operating leases that are considered to be
of low value. Lease payments on short-term leases and leases of low-value assets are
recognised as an expense on a straight-line basis over the lease term.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Leases (applicable from 1 January 2019) (Continued)
Group as a lessor

When the Group acts as a lessor, it classifies at lease inception (or when there is a lease
modification) each of its leases as either an operating lease or a finance lease.

Leases in which the Group does not transfer substantially all the risks and rewards incidental to
ownership of an asset are classified as operating leases. When a contract contains lease and
non-lease components, the Group allocates the consideration in the contract to each component
on a relative stand-alone selling price basis. Rental income is accounted for on a straight-line
basis over the lease terms and is included in revenue in the statement of profit or loss due to
its operating nature. Initial direct costs incurred in negotiating and arranging an operating lease
are added to the carrying amount of the leased asset and recognised over the lease term on the
same basis as rental income. Contingent rents are recognised as revenue in the period in which
they are earned.

Leases that transfer substantially all the risks and rewards incidental to ownership of an
underlying asset to the lessee, are accounted for as finance leases.

Leases (applicable before 1 January 2019)

Leases that transfer substantially all the rewards and risks of ownership of assets to the Group,
other than legal title, are accounted for as finance leases. At the inception of a finance lease, the
cost of the leased asset is capitalised at the present value of the minimum lease payments and
recorded together with the obligation, excluding the interest element, to reflect the purchase and
financing. Assets held under capitalised finance leases, including prepaid land lease payments
under finance leases, are included in property, plant and equipment, and depreciated over the
shorter of the lease terms and the estimated useful lives of the assets. The finance costs of such
leases are charged to the statement of profit or loss so as to provide a constant periodic rate of
charge over the lease terms.

Assets acquired through hire purchase contracts of a financing nature are accounted for as
finance leases, but are depreciated over their estimated useful lives.

Leases where substantially all the rewards and risks of ownership of assets remain with the
lessor are accounted for as operating leases. Where the Group is the lessor, assets leased by
the Group under operating leases are included in non-current assets, and rentals receivable
under the operating leases are credited to the statement of profit or loss on the straight-line
basis over the lease terms. Where the Group is the lessee, rentals payable under operating
leases net of any incentives received from the lessor are charged to the statement of profit or
loss on the straight-line basis over the lease terms.

Prepaid land lease payments under operating leases are initially stated at cost and subsequently
recognised on the straight-line basis over the lease terms.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised
cost, fair value through other comprehensive income, and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset’s
contractual cash flow characteristics and the Group’s business model for managing them. With
the exception of trade receivables that do not contain a significant financing component or for
which the Group has applied the practical expedient of not adjusting the effect of a significant
financing component, the Group initially measures a financial asset at its fair value, plus in
the case of a financial asset not at fair value through profit or loss, transaction costs. Trade
receivables that do not contain a significant financing component or for which the Group has
applied the practical expedient are measured at the transaction price determined under HKFRS
15 in accordance with the policies set out for “Revenue recognition” below.

In order for a financial asset to be classified and measured at amortised cost or fair value
through other comprehensive income, it needs to give rise to cash flows that are solely payments
of principal and interest (“SPPI”) on the principal amount outstanding. Financial assets with
cash flows that are not SPPI are classified and measured at fair value through profit or loss,
irrespective of the business model.

The Group’s business model for managing financial assets refers to how it manages its financial
assets in order to generate cash flows. The business model determines whether cash flows
will result from collecting contractual cash flows, selling the financial assets, or both. Financial
assets classified and measured at amortised cost are held within a business model with the
objective to hold financial assets in order to collect contractual cash flows, while financial assets
classified and measured at fair value through other comprehensive income are held within a
business model with the objective of both holding to collect contractual cash flows and selling.
Financial assets which are not held within the aforementioned business models are classified
and measured at fair value through profit or loss.

All regular way purchases and sales of financial assets are recognised on the trade date, that
is, the date that the Group commits to purchase or sell the asset. Regular way purchases or
sales are purchases or sales of financial assets that require delivery of assets within the period
generally established by regulation or convention in the marketplace.

Subsequent measurement

The subsequent measurement of financial assets depends on their classification as follows:

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are carried in the statement of financial
position at fair value with net changes in fair value recognised in the statement of profit or loss.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar
financial assets) is primarily derecognised (i.e., removed from the Group’s consolidated
statements of financial position) when:

e the rights to receive cash flows from the asset have expired; or

e the Group has transferred its rights to receive cash flows from the asset or has assumed
an obligation to pay the received cash flows in full without material delay to a third party
under a “pass-through” arrangement; and either (a) the Group has transferred substantially
all the risks and rewards of the asset, or (b) the Group has neither transferred nor retained
substantially all the risks and rewards of the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered
into a pass-through arrangement, it evaluates if, and to what extent, it has retained the risk and
rewards of ownership of the asset. When it has neither transferred nor retained substantially all
the risks and rewards of the asset nor transferred control of the asset, the Group continues to
recognise the transferred asset to the extent of the Group’s continuing involvement. In that case,
the Group also recognises an associated liability. The transferred asset and the associated
liability are measured on a basis that reflects the rights and obligations that the Group has
retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is
measured at the lower of the original carrying amount of the asset and the maximum amount of
consideration that the Group could be required to repay.

Impairment of financial assets

The Group recognises an allowance for expected credit losses (“ECLs”) for all debt instruments
not held at fair value through profit or loss. ECLs are based on the difference between the
contractual cash flows due in accordance with the contract and all the cash flows that the
Group expects to receive, discounted at an approximation of the original effective interest rate.
The expected cash flows will include cash flows from the sale of collateral held or other credit
enhancements that are integral to the contractual terms.

General approach

ECLs are recognised in two stages. For credit exposures for which there has not been a
significant increase in credit risk since initial recognition, ECLs are provided for credit losses
that result from default events that are possible within the next 12 months (a 12-month ECL). For
those credit exposures for which there has been a significant increase in credit risk since initial
recognition, a loss allowance is required for credit losses expected over the remaining life of the
exposure, irrespective of the timing of the default (a lifetime ECL).
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Impairment of financial assets (Continued)
General approach (Continued)

At each reporting date, the Group assesses whether the credit risk on a financial instrument
has increased significantly since initial recognition. When making the assessment, the Group
compares the risk of a default occurring on the financial instrument as at the reporting date with
the risk of a default occurring on the financial instrument as at the date of initial recognition and
considers reasonable and supportable information that is available without undue cost or effort,
including historical and forward-looking information.

The Group considers a financial asset in default when contractual payments are 90 days
past due. However, in certain cases, the Group may also consider a financial asset to be in
default when internal or external information indicates that the Group is unlikely to receive the
outstanding contractual amounts in full before taking into account any credit enhancements
held by the Group. A financial asset is written off when there is no reasonable expectation of
recovering the contractual cash flows.

Debt investments at fair value through other comprehensive income and financial assets at
amortised cost are subject to impairment under the general approach and they are classified
within the following stages for measurement of ECLs except for trade receivables and contract
assets which apply the simplified approach as detailed below.

Stage 1 — Financial instruments for which credit risk has not increased significantly since initial
recognition and for which the loss allowance is measured at an amount equal to
12-month ECLs

Stage 2 — Financial instruments for which credit risk has increased significantly since initial
recognition but that are not credit-impaired financial assets and for which the loss
allowance is measured at an amount equal to lifetime ECLs

Stage 3 — Financial assets that are credit-impaired at the reporting date (but that are not
purchased or originated credit-impaired) and for which the loss allowance is
measured at an amount equal to lifetime ECLs

Simplified approach

For trade receivables and contract assets that do not contain a significant financing component
or when the Group applies the practical expedient of not adjusting the effect of a significant
financing component, the Group applies the simplified approach in calculating ECLs.
Under the simplified approach, the Group does not track changes in credit risk, but instead
recognises a loss allowance based on lifetime ECLs at each reporting date. The Group has
established a provision matrix that is based on its historical credit loss experience, adjusted for
forward-looking factors specific to the debtors and the economic environment.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial liabilities
Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value
through profit or loss, loans and borrowings, payables, or as derivatives designated as hedging
instruments in an effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and
borrowings and payables, net of directly attributable transaction costs.

The Group’s financial liabilities include trade and other payables, an amount due to the related
parties and interest-bearing bank and other borrowings.

Subsequent measurement

The subsequent measurement of financial liabilities depends on their classification as follows:

Financial liabilities at amortised cost (loans and borrowings)

After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortised cost, using the effective interest rate method unless the effect of discounting would
be immaterial, in which case they are stated at cost. Gains and losses are recognised in the
statement of profit or loss when the liabilities are derecognised as well as through the effective
interest rate amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and
fees or costs that are an integral part of the effective interest rate. The effective interest rate
amortisation is included in finance costs in the statement of profit or loss.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or
cancelled, or expires.

When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange
or modification is treated as a derecognition of the original liability and a recognition of a new
liability, and the difference between the respective carrying amounts is recognised in the
statement of profit or loss.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined on the
weighted average basis and, in the case of work in progress and finished goods, comprises
direct materials, direct labour and an appropriate proportion of overheads. Net realisable value
is based on estimated selling prices less any estimated costs to be incurred to completion and
disposal.
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Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash and cash equivalents
comprise cash on hand and demand deposits, and short-term highly liquid investments that are
readily convertible into known amounts of cash, are subject to an insignificant risk of changes
in value, and have a short maturity of generally within three months when acquired, less bank
overdrafts which are repayable on demand and form an integral part of the Group’s cash
management.

For the purpose of the consolidated statement of financial position, cash and cash equivalents
comprise cash on hand and at banks, including term deposits, and assets similar in nature to
cash, which are not restricted as to use.

Provisions

A provision is recognised when a present obligation (legal or constructive) has arisen as a result
of a past event and it is probable that a future outflow of resources will be required to settle the
obligation, provided that a reliable estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount recognised for a provision is the present
value at the end of the reporting period of the future expenditures expected to be required
to settle the obligation. The increase in the discounted present value amount arising from the
passage of time is included in finance costs in the statement of profit or loss.

Income tax

Income tax comprises current and deferred tax. Income tax relating to items recognised outside
profit or loss is recognised outside profit or loss, either in other comprehensive income or
directly in equity.

Current tax assets and liabilities are measured at the amount expected to be recovered
from or paid to the taxation authorities, based on tax rates (and tax laws) that have been
enacted or substantively enacted by the end of the reporting period, taking into consideration
interpretations and practices prevailing in the countries in which the Group operates.

Deferred tax is provided, using the liability method, on temporary differences at the end of the
reporting period between the tax bases of assets and liabilities and their carrying amounts for
financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

e where the deferred tax liability arises from the initial recognition of goodwill or an asset
or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss; and

o in respect of taxable temporary differences associated with investments in subsidiaries,
when the timing of the reversal of the temporary differences can be controlled and it is
probable that the temporary differences will not reverse in the foreseeable future.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Income tax (Continued)

Deferred tax assets are recognised for all deductible temporary differences, and the
carryforward of unused tax credits and any unused tax losses. Deferred tax assets are
recognised to the extent that it is probable that taxable profit will be available against which the
deductible temporary differences, the carryforward of unused tax credits and unused tax losses
can be utilised, except:

e when the deferred tax asset relating to the deductible temporary difference arises from the
initial recognition of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the accounting profit nor taxable profit or
loss; and

o in respect of deductible temporary differences associated with investments in subsidiaries,
deferred tax assets are only recognised to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against
which the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and
reduced to the extent that it is no longer probable that sufficient taxable profit will be available
to allow all or part of the deferred tax asset to be utilised. Unrecognised deferred tax assets
are reassessed at the end of each reporting period and are recognised to the extent that it has
become probable that sufficient taxable profit will be available to allow all or part of the deferred
tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the
period when the asset is realised or the liability is settled, based on tax rates (and tax laws) that
have been enacted or substantively enacted by the end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset if and only if the Group has a legally
enforceable right to set off current tax assets and current tax liabilities and the deferred tax
assets and deferred tax liabilities relate to income taxes levied by the same taxation authority
on either the same taxable entity or different taxable entities which intend either to settle
current tax liabilities and assets on a net basis, or to realise the assets and settle the liabilities
simultaneously, in each future period in which significant amounts of deferred tax liabilities or
assets are expected to be settled or recovered.

Government grants

Government grants are recognised at their fair value where there is reasonable assurance that
the grant will be received and all attaching conditions will be complied with. When the grant
relates to an expense item, it is recognised as income on a systematic basis over the periods
that the costs, which it is intended to compensate, are expensed.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition
Revenue from contracts with customers

Revenue from contracts with customers is recognised when control of goods or services is
transferred to the customers at an amount that reflects the consideration to which the Group
expects to be entitled in exchange for those goods or services.

When the consideration in a contract includes a variable amount, the amount of consideration is
estimated to which the Group will be entitled in exchange for transferring the goods or services
to the customer. The variable consideration is estimated at contract inception and constrained
until it is highly probable that a significant revenue reversal in the amount of cumulative revenue
recognised will not occur when the associated uncertainty with the variable consideration is
subsequently resolved.

When the contract contains a financing component which provides the customer with a
significant benefit of financing the transfer of goods or services to the customer for more than
one year, revenue is measured at the present value of the amount receivable, discounted using
the discount rate that would be reflected in a separate financing transaction between the Group
and the customer at contract inception. When the contract contains a financing component
which provides the Group a significant financial benefit for more than one year, revenue
recognised under the contract includes the interest expense accreted on the contract liability
under the effective interest method. For a contract where the period between the payment by the
customer and the transfer of the promised goods or services is one year or less, the transaction
price is not adjusted for the effects of a significant financing component, using the practical
expedient in HKFRS 15.

(a) Sale of goods

The Group is mainly engaged in the sale of products of brassieres, panties and thermal
underwear via distributors, partnership, a chain of concessionary counters and retail stores
and over third-party online retail platforms such as Tmall.com. Revenue from contracts
with customers is recognised when control of the goods are transferred to the customer
at an amount that reflects the consideration to which the Group expects to be entitled in
exchange for those goods.

Revenue from the sale of goods is recognised at the point in time when control of the asset
is transferred to the customer, generally on delivery of the goods or upon confirmation of
receipt of the goods.

Some contracts for the sale of goods provide customers with rights of return. The rights of
return give rise to variable consideration.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Revenue recognition (Continued)
Revenue from contracts with customers (Continued)

(a) Sale of goods (Continued)
(i) Rights of return

For contracts which provide a customer with a right to return the goods within a
specified period, the expected value method is used to estimate the goods that will not
be returned because this method best predicts the amount of variable consideration
to which the Group will be entitled. The requirements in HKFRS 15 on constraining
estimates of variable consideration are applied in order to determine the amount of
variable consideration that can be included in the transaction price. For goods that
are expected to be returned, instead of revenue, a refund liability is recognised.
A right-of-return asset (and the corresponding adjustment to cost of sales) is also
recognised for the right to recover products from a customer,

Revenue from other sources

Rental income is recognised on a time proportion basis over the lease terms. Variable lease
payments that do not depend on an index or a rate are recognised as income in the accounting
period in which they are incurred.

Other income

Interest income is recognised on an accrual basis using the effective interest method by
applying the rate that exactly discounts the estimated future cash receipts over the expected life
of the financial instrument or a shorter period, when appropriate, to the net carrying amount of
the financial asset.

Contract liabilities

A contract liability is recognised when a payment is received or a payment is due (whichever
is earlier) from a customer before the Group transfers the related goods or services. Contract
liabilities are recognised as revenue when the Group performs under the contract (i.e., transfers
control of the related goods or services to the customer).

Employee benefits
Pension scheme
The Group participates in the national pension schemes as defined by the laws of the countries

in which it has operations.

The subsidiaries established and operating in Mainland China are required to provide certain
staff pension benefits to their employees under existing regulations of the PRC. Pension
scheme contributions are provided at rates stipulated by PRC regulations and are made to a
pension fund managed by government agencies, which are responsible for administering the
contributions for the subsidiaries’ employees.

Contributions made to the government retirement benefit fund under defined contribution
retirement plans are charged to the statement of profit or loss as incurred.
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Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying
assets, i.e. assets that necessarily take a substantial period of time to get ready for their
intended use or sale, are capitalised as part of the cost of those assets. The capitalisation of
such borrowing costs ceases when the assets are substantially ready for their intended use or
sale. Investment income earned on the temporary investment of specific borrowings pending
their expenditure on qualifying assets is deducted from the borrowing costs capitalised. All other
borrowing costs are expensed in the period in which they are incurred. Borrowing costs consist
of interest and other costs that an entity incurs in connection with the borrowing of funds.

Foreign currencies

These financial statements are presented in RMB, which is the presentation currency of the
Group. The functional currency of the Company and certain subsidiaries incorporated outside
Mainland China is the Hong Kong dollar (*“HKD”) and the functional currency of the subsidiaries
established in Mainland China is RMB, which is the currency of the primary economic
environment in which those entities operate. Each entity in the Group determines its own
functional currency and items included in the financial statements of each entity are measured
using that functional currency. Foreign currency transactions recorded by the entities in the
Group are initially recorded using their respective functional currency rates prevailing at the
dates of the transactions. Monetary assets and liabilities denominated in foreign currencies are
translated at the functional currency rates of exchange ruling at the end of the reporting period.
Differences arising on settlement or translation of monetary items are recognised in statement of
profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are
translated using the exchange rates at the dates of the initial transactions. Non-monetary items
measured at fair value in a foreign currency are translated using the exchange rates at the date
when the fair value was measured. The gain or loss arising on translation of a non-monetary
item measured at fair value is treated in line with the recognition of the gain or loss on change
in fair value of the item (i.e., translation difference on the item whose fair value gain or loss
is recognised in other comprehensive income or profit or loss is also recognised in other
comprehensive income or profit or loss, respectively).

In determining the exchange rate on initial recognition of the related asset, expense or
income on the derecognition of a non-monetary asset or non-monetary liability relating to
advance consideration, the date of the initial transaction is the date on which the Group
initially recognises the non-monetary asset or non-monetary liability arising from the advance
consideration. If there are multiple payments or receipts in advance, the Group determines the
transaction date for each payment or receipt of the advance consideration.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Foreign currencies (Continued)

The functional currencies of certain overseas subsidiaries are currencies other than the RMB. As
at the end of the reporting period, the assets and liabilities of these entities are translated into
RMB at the exchange rates prevailing at the end of the reporting period and their statements of
profit or loss are translated into RMB at the weighted average exchange rates for the year.

The resulting exchange differences are recognised in other comprehensive income and
accumulated in the exchange fluctuation reserve. On disposal of a foreign operation, the
component of other comprehensive income relating to that particular foreign operation is
recognised in the statement of profit or loss.

3. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

The preparation of the Group’s financial statements requires management to make significant
judgements, estimates and assumptions that affect the reported amounts of revenues, expenses,
assets and liabilities, and their accompanying disclosures, and the disclosure of contingent
liabilities. Uncertainty about these assumptions and estimates could result in outcomes that
could require a material adjustment to the carrying amounts of the assets or liabilities affected in
the future.

Judgements

In the process of applying the Group’s accounting policies, management has made the following
judgements, apart from those involving estimations, which have the most significant effect on the
amounts recognised in the financial statements:

Property lease classification — Group as lessor

The Group has entered into commercial property leases on its investment property portfolio. The
Group has determined, based on an evaluation of the terms and conditions of the arrangements,
such as the lease term not constituting a major part of the economic life of the commercial
property and the present value of the minimum lease payments not amounting to substantially all
the fair value of the commercial property, that it retains substantially all the significant risks and
rewards incidental to ownership of these properties which are leased out and accounts for the
contracts as operating leases.

Classification between investment properties and owner-occupied properties

The Group determines whether a property qualifies as an investment property, and has
developed criteria in making that judgement. Investment property is a property held to earn
rentals or for capital appreciation or both. Therefore, the Group considers whether a property
generates cash flows largely independently of the other assets held by the Group. Some
properties comprise a portion that is held to earn rentals or for capital appreciation and another
portion that is held for use in the production or supply of goods or services or for administrative
purposes. If these portions could be sold separately or leased out separately under a finance
lease, the Group accounts for the portions separately. If the portions could not be sold
separately, the property is an investment property only if an insignificant portion is held for use
in the production or supply of goods or services or for administrative purposes. Judgement is
made on an individual property basis to determine whether ancillary services are so significant
that a property does not qualify as an investment property.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (continued)
Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at
the end of reporting period, that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year, are described below.

Provision for expected credit losses on trade receivables

The Group uses a provision matrix to calculate ECLs for trade receivables. The provision rates
are based on days past due for groupings of various customer segments that have similar loss
patterns (i.e., by geography, product type, customer type and rating, and coverage by letters of
credit and other forms of credit insurance).

The provision matrix is initially based on the Group’s historical observed default rates. The
Group will calibrate the matrix to adjust the historical credit loss experience with forward-looking
information. For instance, if forecast economic conditions (i.e., gross domestic product) are
expected to deteriorate over the next year which can lead to an increased number of defaults in
the manufacturing sector, the historical default rates are adjusted. At each reporting date, the
historical observed default rates are updated and changes in the forward-looking estimates are
analysed.

The assessment of the correlation among historical observed default rates, forecast economic
conditions and ECLs is a significant estimate. The amount of ECLs is sensitive to changes in
circumstances and forecast economic conditions. The Group’s historical credit loss experience
and forecast of economic conditions may also not be representative of a customer’s actual
default in the future. The information about the ECLs on the Group’s trade receivables is
disclosed in note 18 to the financial statements.

Leases — Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate implicit in a lease, and therefore, it uses an
incremental borrowing rate (“IBR”) to measure lease liabilities. The IBR is the rate of interest that
the Group would have to pay to borrow over a similar term, and with a similar security, the funds
necessary to obtain an asset of a similar value to the right-of-use asset in a similar economic
environment. The IBR therefore reflects what the Group “would have to pay”’, which requires
estimation when no observable rates are available (such as for subsidiaries that do not enter into
financing transactions) or when it needs to be adjusted to reflect the terms and conditions of
the lease (for example, when leases are not in the subsidiary’s functional currency). The Group
estimates the IBR using observable inputs (such as market interest rates) when available and is
required to make certain entity-specific estimates (such as the subsidiary’s stand-alone credit
rating).
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (continued)
Estimation uncertainty (Continued)
Impairment of non-financial assets (other than goodwill)

The Group assesses whether there are any indicators of impairment for all non-financial assets
(including the right-of-use assets) at the end of each reporting period. Other non-financial
assets are tested for impairment when there are indicators that the carrying amounts may not be
recoverable. An impairment exists when the carrying value of an asset or a cash-generating unit
exceeds its recoverable amount, which is the higher of its fair value less costs of disposal and
its value in use. The calculation of the fair value less costs of disposal is based on available data
from binding sales transactions in an arm’s length transaction of similar assets or observable
market prices less incremental costs for disposing of the asset. When value in use calculations
are undertaken, management must estimate the expected future cash flows from the asset or
cash-generating unit and choose a suitable discount rate in order to calculate the present value
of those cash flows.

Deferred tax assets

Deferred tax assets are recognised for unused tax losses to the extent that it is probable that
taxable profit will be available against which the losses can be utilised. Significant management
judgement is required to determine the amount of deferred tax assets that can be recognised,
based upon the likely timing and level of future taxable profits together with future tax planning
strategies. The carrying value of deferred tax assets relating to recognised tax losses at 31
December 2019 was RMB3,237,000 (2018: Nil). The amount of unrecognised tax losses at 31
December 2019 was RMB19,854,000 (2018: RMB12,204,000). Further details are contained in
note 27 to the financial statements.

Estimation of fair value of investment properties

Investment properties carried at fair value, were revalued at the end of each reporting
period based on the appraised market value provided by independent professional valuers.
Such valuations were based on certain assumptions, which are subject to uncertainty and
might materially differ from the actual results. In making the estimation, the Group considers
information from current prices in an active market for similar properties and uses assumptions
that are mainly based on market conditions existing at the end of each reporting period.

The principal assumptions for the Group’s estimation of the fair value include those related to
estimated rental values with reference to the current market rents for similar properties in the
same location and condition, appropriate capitalisation rates and expected profit margin. The
carrying amounts of investment properties at 31 December 2019 was RMB46,510,000 (2018:
RMB42,750,000).

Inventory provision

The Group manufactures and sells goods and is subject to changing consumer demands and
fashion trends. As a result, it is necessary to consider the recoverability of the cost of inventories
and the associated provision required. When calculating the inventory provision, management
considers the nature and condition of the inventory, as well as applying assumptions around
anticipated saleability of finished goods and future usage of raw materials.
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46,508 (4,137) 42,371

14,436

(58,640)
(13,886)
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31,524
17,014
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30,080
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65,020
47,378
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5. REVENUE, OTHER INCOME AND GAINS (continued)

Revenue from contracts with customers (Continued)

(b)

Performance obligations
Information about the Group’s performance obligations are summarised below:

The performance obligations are satisfied upon delivery, which occurs when the goods are
shipped on aboard to the overseas ODM customers, or when the goods are accepted by
the PRC ODM customers, franchised outlets or by the consumers in self-operated stores
and counters and E-commerce platforms, the risks of obsolescence and loss have been
transferred to the customers, and acceptance by the customers occurs. Acceptance refers
to either of the situations that customers accept the goods in accordance with the sales
contract or the acceptance provisions have lapsed or the Group has objective evidence
that all criteria for acceptance have been satisfied and there is no unfulfilled obligation that
could affect the customers’ acceptance of the products.

The payments is generally due within one to nine months from delivery while some contracts
with ODM customers are settled by letter of credit and some contracts require advances as
deposits to transfer goods.

Some customers from branded sales are entitled to loyalty points which results in allocation
of a portion of the transaction price to the loyalty points. Revenue is recognised when the
points are redeemed. Some customers from branded sales are provided with a right of
return in usually seven or fifteen days. The right of return assets and refund liabilities arising
from rights of return as at the end of each reporting period was insignificant and no right of
return assets and refund liabilities was recognised.
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182,310
12,546

4,042
731
18,496

1,621
(6,158)
11,042
1,550
31,441

47,818
3,494
680

51,992

11,290
(760)
3,934
1,347
(3,328)
(1,820)
(273)
(1,885)
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10.

FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included one executive director (2018: Nil),
details of whose remuneration are set out in note 8 above. Details of the remuneration for the
year of the remaining four (2018: Nil) highest paid employees who are neither a director nor chief
executive of the Company are as follows:

2019 2018

RMB’000 RMB’000

Salaries, allowances and benefits in kind 1,026 945
Performance related bonuses 180 368
Pension scheme contributions 32 28
1,238 1,341

The number of non-director and non-chief executive highest paid employees whose
remuneration fell within the following band is as follows:

Number of employees
2019 2018

Nil to HK$1,000,000 4 5

INCOME TAX

The Group is subject to income tax on an entity basis on profit arising in or derived from the
jurisdictions in which members of the Group are domiciled and operate.

Pursuant to the rules and regulations of the Cayman Islands, the Group is not subject to any
income tax in the Cayman Islands.

Pursuant to the relevant tax law of the Hong Kong Special Administrative Region, Hong Kong
profits tax has been provided at the rate of 16.5% on the estimated assessable profits arising in
Hong Kong during the year. No provision for income tax has been made as the Group did not
generate any assessable profits in Hong Kong during the year.

The provision for Mainland China current income tax is based on the statutory rate of 25% of the
assessable profits of certain PRC subsidiaries of the Group as determined in accordance with
the PRC Corporate Income Tax Law which was approved and became effective on 1 January
2008, except for certain subsidiaries of the Group in Mainland China which are granted tax
concession and are taxed at preferential tax rates.
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114,048 9,367 127,069 2,333 11,006 6,871 271,594
(29,349) (5972)  (101,176) (1,726) (9,428) (147,651)

133,495
(9,55)

123,943
5,675 61,308
21) (290)
(239)

(3,202) (5,017) (12,546)

113,786 132,570 331,134
(32,528) (106,046) (158,958)

3,730 26,524 1,207 2,599 56,858 172,176
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Industrial properties

Income method

Prevailing
market rent

Term yield
Reversionary yield

RMB15-RMB18
per square meter
per month

8.5%
8.5%
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27,788 9,552 3,465
— — 3,265
(633) (857) (2,552)

27,155 8,695 4,178
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116,154
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0.05%
0.05%
0.05%
100.00%

4.00%

55.00%
82.00%
100.00%

2.00%
13.00%
84.00%

100.00%

5.27%
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TRADE RECEIVABLES (continued)

Set out below is the information about the credit risk exposure on the Group’s trade receivables
using a provision matrix: (continued)

As at 31 December 2018
Expected credit

Amount loss rate Impairment
RMB’000 RMB’000
ODM customers and E-commerce
platform
Within 1 year 59,475 0.05% 30
1to 2 years 237 0.05% —
2 to 3 years — 0.05% —
Over 3 years — 100.00% —
Self-operated stores and counters and
franchised outlets
Within 1 year 13,680 4.00% 547
110 2 years 454 55.00% 250
2 to 3 years 974 82.00% 799
Over 3 years 1,105 100.00% 1,105
Others
Within 1 year 20,692 2.00% 414
1 to 2 years 248 13.00% 32
2 to 3 years 34 84.00% 28
Over 3 years 390 100.00% 390
97,289 3.70% 3,698

PREPAYMENTS, OTHER RECEIVABLES AND OTHER ASSETS

2019 2018

RMB’000 RMB’000

Prepayments 25,970 12,343
Prepaid expenses 3,201 3,947
Deposits and other receivables 5,567 5014
Deferred listing expenses — 4,340
Tax recoverable 44 42
Current portion of prepaid land lease payments (note 15) — 633
34,782 26,319

The financial assets included in the above balances relate to receivables for which there was
no recent history of default and past due amounts. As at 31 December 2019 and 2018, the loss
allowance was assessed to be minimal.
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20. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

2019 2018
RMB’000 RMB’000
Unlisted investments, at fair value 1,321 —

The above unlisted investments were financing products issued by banks in Mainland China.
They were mandatorily classified as financial assets at fair value through profit or loss as their
contractual cash flows are not solely payments of principal and interest.

At 31 December 2019, unlisted investments with fair value of RMB1,321,000 (2018: Nil) were
pledged for bills payables (note 22).

21. CASH AND CASH EQUIVALENTS AND PLEDGED DEPOSITS

2019 2018
Notes RMB’000 RMB’000
Cash and bank balances 59,165 25,438
Time deposits 9,629 16,876
68,794 42,314

Less: Pledged time deposits:

Pledged for bills payables 22 (9,629) (16,876)
Cash and cash equivalents 59,165 25,438
Denominated in RMB 56,645 24,434
Denominated in United States dollars (“USD”) 629 993
Denominated in Hong Kong dollars (“HKD”) 1,891 11
Cash and cash equivalents 59,165 25,438

The RMB is not freely convertible into other currencies, however, under Mainland China’s
Foreign Exchange Control Regulations and Administration of Settlement, Sale and Payment of
Foreign Exchange Regulations, the Group is permitted to exchange RMB for other currencies
through banks authorised to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily bank deposit rates. Short term time
deposits are made for varying periods of between one day and twelve months depending on the
immediate cash requirements of the Group, and earn interest at the respective short term time
deposit rates. The bank balances and pledged deposits are deposited with creditworthy banks
with no recent history of default.
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4.75-10.67 7,297
4.79-6.96 225,100

232,397

1,388

233,785

5,812

244,613

250,425

5,823

256,248
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24. INTEREST-BEARING BANK AND OTHER BORROWINGS (continued)

2019 2018
RMB’000 RMB’000
Analysed into:
Bank loans repayable:

Within one year or on demand 225,100 244,613

Other borrowings repayable:
Within one year 7,297 4,067
In the second year 1,388 4,413
8,685 8,480
233,785 253,093

Notes:

(a)

(b)

(c)

(d)

(e)

®)

(9)

(h)

Certain of the Group’s bank loans are secured by:

(i) the Group’s buildings and equipment situated in Mainland China, which had an aggregate carrying value of
RMB49,220,000 as at 31 December 2019 (2018: RMB73,962,000) (note 13);

(i)  the Group’s leasehold lands situated in Mainland China, which had an aggregate carrying value of
RMB27,155,000 as at 31 December 2019 (2018: RMB27,788,000) (note 15);

(iii)  mortgages over leasehold lands and buildings situated in Mainland China of Yiwu Zhongdu Properties Co.,
Ltd. (“Yiwu Zhongdu Properties”), a related company; and

(iv) mortgages over leasehold lands and buildings situated in Mainland China of Mr. Jin Guojun and Ms. Gong
Lijin, related parties.

Bode Holding Group Co., Ltd. (“Bode Holding”), an entity controlled by the ultimate controlling shareholder,
has guaranteed certain of the Group’s bank loans of up to RMB83,100,000 as at 31 December 2019 (2018:
RMB116,000,000).

Mr. Jin Guojun, the Chairman, has guaranteed certain of the Group’s bank loans of up to RMB203,000,000 as at 31
December 2019 (2018: RMB85,400,000).

Ms. Gong Lijin, a shareholder and the wife of the Chairman, has guaranteed certain of the Group’s bank loans of
up to RMB203,000,000 as at 31 December 2019 (2018: RMB85,400,000).

Mr. Jin Guojun and Ms. Gong Lijin have guaranteed certain of the Group’s bank loans of up to RMB117,100,000 as
at 31 December 2019 (2018: RMB170,200,000).

Mr. Jin Chunlong, a shareholder of the Company, has guaranteed certain of the Group’s bank loans of up to Nil as
at 31 December 2019 (2018: RMB8,400,000).

Mr. Luo Chengming, a shareholder of the Company, has guaranteed certain of the Group’s bank loans of up to Nil
as at 31 December 2019 (2018: RMB1,200,000).

Ms. Jin Xiaohong, daughter of a shareholder, has guaranteed certain of the Group’s bank loans of up to
RMB13,000,000 as at 31 December 2019 (2018: RMB48,000,000).

Mr. Huang Jing, a shareholder of the Company, has guaranteed certain of the Group’s bank loans of up to Nil as at
31 December 2019 (2018: RMB1,200,000).
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24. INTEREST-BEARING BANK AND OTHER BORROWINGS (continued)

Notes: (Continued)

(j) Zhejiang Yitong Textile Co., Ltd., an independent third party, has guaranteed certain of the Group’s bank loans of
up to RMB13,000,000 as at 31 December 2019 (2018: RMB48,000,000).

(k)  Mr. Ren Chengxiu and Ms. Jin Qiumei, independent third parties, have guaranteed certain of the Group’s bank
loans of up to RMB17,040,000 as at 31 December 2019 (2018: RMB14,200,000).

() Zhejiang Aolai Textile Co., Ltd., an independent third party, has guaranteed certain of the Group’s bank loans of
up to RMB17,040,000 as at 31 December 2019 (2018: RMB14,200,000).

(m) Yiwu Furuiduo Ecological Technology Co. Ltd., an independent third party, has guaranteed certain of the Group’s
bank loans of up to RMB33,040,000 as at 31 December 2019 (2018: RMB41,240,000).

(n) Hong Kong Bonny Ltd., an entity controlled by the ultimate controlling shareholder, has guaranteed certain of the
Group’s bank loans of up to RMB52,500,000 as at 31 December 2019 (2018: RMB52,500,000).

(0)  Zhejiang Deshipu New Material Technology Co., Ltd. (“Deshipu New Material”), an entity controlled by the
ultimate controlling shareholder, has guaranteed certain of the Group’s bank loans of up to RMB30,000,000 as at
31 December 2019 (2018: Nil).

FINANCE LEASE PAYABLES

The Group leases certain of its machinery and equipment for its ODM products business. These
leases were classified as finance leases prior to HKFRS 16 becoming effective on 1 January
2019 and had remaining lease terms of 24 months.

25

At 31 December 2018, the total future minimum lease payments under finance leases and their
present values were as follows:

Present value of
Minimum lease minimum lease

payments payments
RMB’000 RMB’000
Amounts payable:
Within one year 4,786 4,521
In the second year 4,772 8,959
Total minimum finance lease payments 9,558 8,480
Future finance charges (1,078)
Total net finance lease payables 8,480
Portion classified as current liabilities (note 24) (4,067)
Non-current portion (note 24) 4,413

144 BONNY INTERNATIONAL HOLDING LIMITED



Notes to Financial Statements

31 December 2019




Notes to Financial Statements

31 December 2019




Notes to Financial Statements

31 December 2019

27. DEFERRED TAX (Continued)
Deferred tax liabilities (continued)

2018

Revaluation

of investment

properties

RMB’'000

At 1 January 2018 607

Deferred tax charged to the statement of profit or loss during the year

(note 10) 121
Deferred tax charged to the statement of other comprehensive income during

the year 2,210

Gross deferred tax liabilities at 31 December 2018 2,938

For presentation purposes, certain deferred tax assets and liabilities have been offset in the
statement of financial position. The following is an analysis of the deferred tax balances of the
Group for financial reporting purposes:

2019 2018
RMB’000 RMB’000

Net deferred tax assets/(liabilities) recognised in the
consolidated statement of financial position 2,418 (910)

The Group had tax losses arising in Mainland China of RMB39,391,000 (2018: RMB12,204,000)
that will expire in one to five years for offsetting against future taxable profits of the companies in
which the losses arose.

Deferred tax assets have not been recognised in respect of the following items:

2019 2018
RMB’000 RMB’000
Tax losses 19,854 12,204

The above tax losses will expire in one to five years for offsetting against future taxable profits
of the companies in which the losses arose. Deferred tax assets have not been recognised in
respect of the above items as it is not considered probable that taxable profits will be available
against which the above items can be utilised.
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29. RESERVES

The amounts of the Group’s reserves and the movements therein for the current and prior years
are presented in the consolidated statement of changes in equity on pages 11 to 12 of the
financial statements.

Capital reserve

The capital reserve of the Group represents the paid-up capital of the companies comprising
the Group prior to the incorporation of the Company and the reserve arising pursuant to
the business combination. Details of the movements in the capital reserve are set out in the
consolidated statements of changes in equity.

Statutory surplus reserves

In accordance with the Company Law of the PRC, certain subsidiaries of the Group which are
domestic enterprises are required to allocate 10% of their profit after tax, as determined in
accordance with the relevant PRC accounting standards, to their respective statutory surplus
reserves until the reserves reach 50% of their respective registered capital. Subject to certain
restrictions set out in the Company Law of the PRC, part of the statutory surplus reserves may be
converted to increase share capital, provided that the remaining balance after the capitalisation
is not less than 25% of the registered capital.

Exchange fluctuation reserve

The exchange fluctuation reserve comprises all relevant exchange differences arising from the
translation of the financial statements of foreign operations.

Asset revaluation reserve

The asset revaluation reserve arises from a change in use from an owner-occupied property to
an investment property measured at fair value.
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33. COMMITMENTS (continued)

(b)

Operating lease commitments as at 31 December 2018

The Group leased certain of its retail shops and office properties under operating lease
arrangements. Leases for retail shops and office properties were negotiated for terms
ranging from 1 to 3 years.

At 31 December 2018, the Group had total future minimum lease payments under non-
cancellable operating leases falling due as follows:

2018

RMB’000

Within one year 3,012
In the second to fifth years, inclusive 1,670
4,682

34. RELATED PARTY TRANSACTIONS

The Group’s principal related parties are as follows:

152

Name

Bode Holding Co., Ltd."

Deshipu New Material™

Yiwu Zhongdu Properties

Zhejiang Deshipu Polyamide
Technology Co., Ltd.
(“Deshipu Polyamide”)

Maximax Holding Corporation

Mr. Jin Guojun

Ms. Gong Lijin

Mr. Luo Weixing

Luo Weixing Holding Limited

Relationship with the Company

An entity controlled by the ultimate controlling shareholder,
who is also a director of the Company

An entity controlled by the ultimate controlling shareholder,
who is also a director of the Company

An entity controlled by the ultimate controlling shareholder,
who is also a director of the Company

An entity controlled by the ultimate controlling shareholder,
who is also a director of the Company

Controlling shareholder

Chairman, and a director

Shareholder and wife of the Chairman, and a director
Director

An entity controlled by a director of the company

* Renamed from Bonny Holding Co., Ltd.

> Renamed from Zhejiang Bonny Nylon Technology Co., Ltd.
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34. RELATED PARTY TRANSACTIONS (continued)

154

(b)

Other transactions with related parties:

Bode Holding, an entity controlled by the ultimate controlling shareholder, has
guaranteed certain of the Group’s bank loans of up to RMB83,100,000 as at 31
December 2019 (2018: RMB116,000,000).

Mr. Jin Guojun, the Chairman, has guaranteed certain of the Group’s bank loans of up
to RMB203,000,000 as at 31 December 2019 (2018: RMB85,400,000).

Ms. Gong Lijin, a shareholder and the wife of the Chairman, has guaranteed certain
of the Group’s bank loans of up to RMB203,000,000 as at 31 December 2019 (2018:
RMB85,400,000).

Mr. Jin Guojun and Ms. Gong Lijin have guaranteed certain of the Group’s bank loans
of up to RMB117,100,000 as at 31 December 2019 (2018: RMB170,200,000).

Deshipu New Material, an entity controlled by the ultimate controlling shareholder,
has guaranteed certain of the Group’s bank loans of up to RMB30,000,000 as at 31
December 2019 (2018: Nil).

Outstanding balances with related parties:

2019 2018
RMB’000 RMB’000

Due from related parties
Deshipu New Material — 11,597
Trade (i) — (8,700)
Non-trade (ii) — 20,297
Maximax Holding Corporation (ii) — 242
Luo Weixing Holding Limited (ii) — 5
Deshipu Polyamide (i) 375 —
375 11,844

Due to related parties

Deshipu New Material (i) 141 —
Trade (i) 2,026 —
Non-trade (ii) (1,885) —
Bode Holding (ii) 91 46
232 46

The balances with related parties are unsecured, interest-free and repayable on demand.

(i)
(i)

The balances with related parties above are trade in nature.

The balances with related parties above are non-trade in nature.
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88,776

5,567
375

— 1,321
9,629 9,629
59,165 59,165

163,512 164,833
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43,676
20,696
233,785
232

298,389
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36. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL
INSTRUMENTS

Management has assessed that the fair values of cash and cash equivalents, pledged deposits,
trade receivables, trade and bills payables, financial assets included in prepayments, other
receivables and other assets, financial liabilities included in other payables and accruals, the
current portion of interest-bearing bank and other borrowings, amounts due from related parties
and amounts due to related parties approximate to their carrying amounts largely due to the
short term maturities of these instruments.

The fair values of the financial assets and liabilities are included at the amount at which the
instrument could be exchanged in a current transaction between willing parties, other than in a
forced or liquidation sale.

Management has assessed that the fair values of non-current portion of interest-bearing bank
and other borrowings approximate to their carrying amounts largely due to the fact that such
borrowings were made between the Group and an independent third party financial institution
based on prevailing market interest rates.

Fair value hierarchy

The following tables illustrate the fair value measurement hierarchy of the Group’s financial
instruments:

Assets measured at fair value:

As at 31 December 2019

Fair value measuring using

Quoted price Significant Significant
in active observable unobservable
markets inputs inputs
(level 1) (level 2) (level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000
Financial assets at fair
value through profit or
loss — 1,321 — 1,321

The Group did not have any financial assets measured at fair value as at 31 December 2018.

The Group did not have any financial liabilities measured at fair value as at 31 December 2019
and 2018.
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37. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise interest-bearing bank and other
borrowings, finance leases, amounts due from the related parties, amounts due to the related
parties, cash and cash equivalents and pledged deposits. The main purpose of these financial
instruments is to raise finance for the Group’s operations. The Group has various other financial
assets and liabilities such as trade receivables and trade and bills payables, which arise directly
from its operations.

The main risks arising from the Group’s financial instruments are interest rate risk, foreign
currency risk, credit risk and liquidity risk. The board of directors reviews and agrees policies for
managing each of these risks and they are summarised below.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument
will fluctuate because of changes in market interest rates. The Group’s exposure to the risk
of changes in market interest rates relates primarily to the Group’s interest-bearing bank
borrowings with floating interest rates.

The Group’s policy is to manage interest cost using a mix of fixed and floating rate debts.
The following table demonstrates the sensitivity to a reasonably possible change in the interest

rate, with all other variables held constant, of the Group’s profit before tax (through the impact
on floating rate borrowings) and the Group’s equity.

Increase/
Increase/ (decrease) Increase/
(decrease) in profit (decrease)
in basis points before tax in equity
RMB’000 RMB’000
2019
Renminbi 100 (305) (259)
Renminbi (100) 305 259
2018
Renminbi 100 (421) (357)
Renminbi (100) 421 357
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37. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)
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Foreign currency risk

The Group has transactional currency exposures. Such exposures arise from sales or purchases
by operating units in currencies other than the units’ functional currencies. Approximately 46%
(2018: 44%) of the Group’s sales were denominated in currencies other than the functional
currencies of the operating units making the sale, whilst approximately 1% (2018: 1%) of costs
were denominated in the units’ functional currencies. At present, the Group does not intend
to hedge its exposure to foreign exchange fluctuations. However, management constantly
monitors the economic situation and the Group’s foreign exchange risk profile and will consider
appropriate hedging measures in the future should the need arise.

The following table demonstrates the sensitivity at the end of each of the reporting period to a
reasonably possible change in the USD and HKD exchange rates, with all other variables held
constant, of the Group’s profit before tax (due to changes in the fair values of monetary assets
and liabilities) and the Group’s equity.

Increase/ Increase/
(decrease) (decrease) Increase/
in USD/HKD in profit (decrease)
rate before tax in equity
% RMB’000 RMB’000
2019
It RMB weakens against USD 5 643 547
If RMB strengthens against USD (5) (643) (547)
If RMB weakens against HKD 5 95 81
If RMB strengthens against HKD (5) (95) (81)
2018
If RMB weakens against USD 5 1,137 966
If RMB strengthens against USD (5) (1,137) (966)
If RMB weakens against HKD 5 1 1
If RMB strengthens against HKD (5) (1) (1)
Credit risk

The Group trades only with recognised and creditworthy third parties. It is the Group’s policy
that all customers who wish to trade on credit terms are subject to credit verification procedures.

Maximum exposure and year-end staging

The tables below show the credit quality and the maximum exposure to credit risk based on the
Group'’s credit policy, which is mainly based on past due information unless other information is
available without undue cost or effort, and year-end staging classification as at 31 December.
The amounts presented are gross carrying amounts for financial assets.

BONNY INTERNATIONAL HOLDING LIMITED



Notes to Financial Statements

31 December 2019

168,079




Notes to Financial Statements

31 December 2019

2,065

73,109
35,344
11,757

122,507

5,507

156,357

168,214

8,995

229,466
43,676
20,696

303,065
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37. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)
Liquidity risk (Continued)
Group (Continued)

2018
Less than less than 1105 Over
On demand 3 months 12 months years 5 years Total

RMB'000 RMB’000 RMB'000 RMB'000 RMB'000 RMB’000

Finance lease payables — 1,207 3,579 4,772 — 9,558

Interest-bearing bank and
other borrowings — 66,032 183,949 — — 249,981
Trade and bills payables 24,986 16,025 22,736 — — 63,747
Other payables 8,030 13,799 — — — 21,829
Due to related parties — 46 — — — 46
33,016 97,109 210,264 4,772 — 345,161

Capital management

The primary objectives of the Group’s capital management are to safeguard the Group’s ability
to continue as a going concern and to maintain healthy capital ratios in order to support its
business and maximise shareholders’ value.

The Group manages its capital structure and makes adjustments to it in light of changes in
economic conditions and the risk characteristics of the underlying assets. To maintain or adjust
the capital structure, the Group may adjust the dividend payment to shareholders, return capital
to shareholders or issue new shares. The Group is not subject to any externally imposed capital
requirements. No changes were made in the objectives, policies or processes for managing
capital during the years ended 31 December 2019 and 31 December 2018.

The Group monitors capital using a gearing ratio, which is net debt divided by total capital
plus net debt. Net debt includes interest-bearing bank and other borrowings, trade and bills
payables, other payables and accruals, due to related parties, less cash and cash equivalents,
and pledged time deposits. Total capital represents equity attributable to the owners of the
parent. The gearing ratios as at the end of the reporting periods were as follows:
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233,785 256,248
232 46
43,676 63,747
43,369 44,703
(59,165) (25,438)
(9,629) (16,876)

252,268 322,430

297,066 170,280

549,334 492,710

46% 65%
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8

1,635

1,658
573

296,659

298,890

1,110
19
7,896
410

9,435

289,455

291,090

613

290,477

80,827

205,242
4,408

290,477
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172,176

22,617
46,510
40,028

1,174
2,418
5,170

290,093

136,053
88,776

34,782

1,321

375

9,629
59,165

330,101

43,676
43,369

232,397
232
1,035
267

320,976
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9,125

299,218

1,388

1,388

297,830

80,827
205,242
10,997

297,066

764

297,830
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