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CHAIRMAN'S STATEMENT
IRAEE

Dear Shareholders

On behalf of the Board, | hereby present the Group’s consolidated financial results for the
2018 Financial Year and give an overview of the Group’s strategy and business outlook.

FINANCIAL PERFORMANCE REVIEW

Last year was a special year for the Group with challenges and change. The business
of the Company has been affected by economic factors as well as unforeseen special
circumstances in Vietnam factory area. The business interruption of Vietnam factory due
to the blockage of gateway by villagers has caused significant financial impact during
the year under review. With the collective effort of the Company, our business partners
and the local Government, the factory has resumed operation since January 2018, and
expected to resume to its full capacity by the end of this year.

BUSINESS OUTLOOK

The year ahead is full of challenges and opportunities. Cost of production has been rising
as a result of appreciation in RMB, increased interest rate and inflated cost of operations,
including labour, dye, yarn, energy as well as cost in meeting ever-rising environmental
protection standard.

Thanks to the dedicated management team, the Company has stayed ahead of the
relevant requirements, to name a few, the Panyu factory was (i) recognized by being
nominated for “2018 Energy Management Leadership Award” by the China National
Institute of Standardization Resources and Environment Branch, (i) was recognized in
water efficiency achievement (awarded 2017 Leading Water Efficient Enterprise in China
by the Ministry of Industry and Information Technology and the National Development
and Reform Commission ("NDRC")), (iii) was selected by NDRC to be a pilot enterprise in
a Sino-Japanese research project in energy saving technology (NEDO Project). We believe
that our persistent pursuit of green production would not only bring in economic benefit
(i.e. lower average cost in environmental protection measures) but also environmental
substainability.

In response to the increasing cost of operation, the Company has formulated strategies
for the coming year by adopting cost-savings measures, focusing on high-end products
and increasing average product price with a view to enhance profitability. Having said
that, higher product price may also slow down the growth of overall sales orders which
may partially offset the effect of price increment.

To address the concern on likelihood of trade barriers and shortage of labour, and
to achieve cost saving and increase flexibility, the Company looks for opportunity to
diversify its production bases by establishing new production sites in South East Asia
to manage the relevant risk.
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During the year, Toray Industries Inc. has become our substantial shareholder, the
Company looks for the potential synergy effect which hopefully could assist the
Company to boost closer business relationship with customers in Japan and develop
more new products.

APPRECIATION

On behalf of the Board, | am pleased to express my sincere appreciation to our
customers, business partners, suppliers, stakeholders and bankers for their continuous
support to the Group during the period. | sincerely hope our employees will be able
to grow together with the Group, enjoy their balanced life, and realise their potential
in the Group.

I would also thank our shareholders for their kind support and confidence in the Group
during the past year.

On behalf of the Board

Wan Wai Loi
CHAIRMAN

Hong Kong, 21 June 2018

CHAIRMAN'S STATEMENT
IREEE

R - Toray Industries, Inc.iX AT FIHEERK
R LA R E)E G R KB L2158
RATARAIEBAAREFPHEBER &
FREBELHER -

EE

AANERREZRFEUARMNES ¥
BH - HER  BHERERRITRLHE
HAEENAEDXFHBAREHE - FAR
DWEHRFMETREARERFER =
RMFLE - UEASERARRAE

RATBEHBFINRRABE - FHAEE
HYR N STRFEEAE

AEER®
EY1
FER

BB 0 201856 A21H

ERHBERBERADT | 2017/2018 F iR 5



MANAGEMENT DISCUSSION AND ANALYSIS
BRI REDAT

OVERVIEW

BUSINESS AND FINANCIAL REVIEW

The Company is an investment holding company. The Group is principally engaged in
the manufacturing and trading of textile products, including high quality cotton and
synthetic knitted fabric.

Revenue

During the year under review, the revenue of the Group approximately HKS$6,098.2
million (2017: approximately HK$5,993.6 million), representing an increase of 2% as
compared with the year ended 31 March 2017.

Revenue generated from sales of good from different geographical locations (as
determined by where the products is delivered) is set out in note 5 to the Financial
Statement of the Company in page 106.

Profit

During the year under review, the profit attributable to equity holders of the Company
was HKS$744 million (2017: approximately HK$975.6 million), a decrease of 24% as
compared with last year.

The downturn was mainly due to various factors, including but not limited to:

(i) the absence of gain on reversal of provision for impairment of interest in an associate
as in the previous year (amounted to approximately HK$46.8 million in 2017);

(i) higher fixed cost absorption and expenses incurred to meet customer claims arising
from the suspension of production of the Vietnam factory during the the year under
review, which amounted to around HK$100 million;

(i) the inflation of production costs, such as yarn, chemicals, labor, coal as well as
appreciation of RMB during the year under review.

Selling and distribution expenses

The selling expenses increased to HK$94.2 million (2017: HK$50.8 million) mainly due to
the increase of cost in meeting customer claims arising from suspension of production
of the Vietnam factory during April 2017 to December 2017.

Administration expenses
The administration expenses increased to HK$142.3 million (2017: HK$126.5 million) as
a result of increased labour cost and appreciation of RMB.

Finance costs

Finance costs from continuing operations consists of interest expenses on bank loan,
increased by approximate 36% to HK$16.9 million (2017: HK$12.4 million) as a result of
combined effect in exchange loss in USD loan (due to USD appreciation) despite the
overall interest expense on total bank loan had decreased during the period.
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MANAGEMENT DISCUSSION AND ANALYSIS

OVERVIEW (Contd)

BUSINESS AND FINANCIAL REVIEW (Cont'd)
Trade receivables day and Trade payable day
Trade receivables day was 56 days while the trade payable day was 61 days.

Income tax

The Group recorded an income tax expense from continuing operations of approximately
HK$130.1 million during the year under review (2017: HK$146.6 million). There was no
change in applicable tax rates for the Company’s subsidiaries for both years. The average
effective tax rate of the Company was 15.2% which was higher than last year (2017:
12.9%) because the subsidiary in Vietnam could not enjoy the tax holiday of Vietnam as
loss was recorded during the year under review.

Assets

As at 31 March 2018, the total assets of the Group was HK$4,852.7 million (2017:
HK$5,011.8 million), representing a decrease of 3%. The total assets comprises
non-current assets of HK$2,046.4 million (2017: HK$1,889.2 million), and current asset
of HK$2,806.3 million (2017: 3,122.6 million).

Key financial ratios are set out below:

£ FI%0
FEZEEFREKO
FMEEBEL RO

Gross Profit Margin®
Return on Equity?
Interest Coverage Ratio®

(1) The calculation of Gross Profit Margin is based on gross profit divided by revenue and
multiplied by 100%.

(2) The calculation of Return on Equity is based on profit for the year divided by total equity
and multiplied by 100%.

(3) The calculation of Interest Coverage Ratio is based on profit before interest and tax
expenses divided by interest expenses.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENRED N

OVERVIEW (Contd)
BUSINESS AND FINANCIAL REVIEW (Cont'd)

Liquidity and financial resources and capital structure
As at 31 March 2018, the Group was in a net cash position of HK$207.3 million (2017:
HK$465.4 million).

The Group's principal source of working capital was cash generated from sales of its
products, supplemented with bank borrowing and shareholders’ loan contributed by
our joint venture partners for the Vietnam subsidiary.

As at 31 March 2018, the Group had total cash and bank balances of HK$666.7 million
(2017: HK$1,081.8 million), including HK$106.1 million, the equivalent of HK$465.2
million denominated in USS, the equivalent of HK$86.2 million denominated in RMB, the
equivalent of HK$2.9 million denominated in VND and the equivalent of HK$6.3 million
denominated in other currencies. The cash and bank balances and time deposits are to
finance the Group's working capital and capital expenditure plans.

The Group had bank loans of HK$313.3 million (2017: HK$471.7 million), and a
shareholder’s loan of HK$146.2 million (2017: HK$144.8 million) contributed by our
joint venture partners to our Vietnam subsidiary. The said shareholder’s loan is of equity
nature and is unlikely to be repaid within one year. The Group did not pledge any of its
assets for bank borrowing (2017: nil).

For the 2018 Financial Year, the Group's total assets amounted to HK$4,852.7 million
(2017: HKS$5,011.8 million), representing a decrease of 3.2%. Non-current assets and
current assets were HK$2,046.4 million and HK$2,806.3 million, respectively. The above
assets were financed by current liabilities of HK$1,311.0 million, non-current liabilities of
HK$200.8 million, and equity attributable to shareholders of HK$3,357.6 million.

Capital Expenditure and Capital Commitment

The Group has adopted cautious measures and fine-tuned its capital expenditure in
response to the market demand. During the year under review, total capital expenditure
increased by 2% to HK$169.9 million (2017: HK$166.4 million), which was mainly used
to purchase plant and machinery, and to finance the construction projects of Panyu
plant and Vietnam Plant.

Details on the land use right, property, plant and equipment are set out on page 107
to 109 of this annual report.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEEWREDMN

BE (i
OVERVIEW (Contd) BE (&)
BUSINESS AND FINANCIAL REVIEW (Cont'd) ¥R RBMBEEE (&)
Key liquidity or leverage ratios: FERBESRERLE !
As at 31 March
M3HA31H
2018

20184
Current Ratio® TEELR@ 2.1 1.9
Quick Ratio® SR RO 1.3 13
Gearing Ratio® BREFT RO 14.4% 19.9%
Debt to Equity Ratio” BERERLLE 45.3% 57.6%
(4) The calculation of Current Ratio is based on current assets divided by current liabilities. @) RBLERINIRRESEERARSAGESTE -

(5) The calculation of Quick Ratio is based on current assets minus inventories divided by (5) RENLL R IR ABHEERFER AR EE
current liabilities. HE o

(6) The calculation of Gearing Ratio is based on total borrowings and bills payable divided — (6) BARB &L R IR EE L EN ZIEM AR
by total equity multiplied by 100%. ABEEEELAI00%ETE ©

(7) The calculation of Debt to Equity Ratio is based on total liabilities divided by divided by (7) BE#ERLL R NI BEAER A EREEE

total equity multiplied by 100%. FLA100%ETE ©
Risk Management on Foreign Exchange and Interest Exposure INE I FI R B by B I

The Group is exposed to interest and foreign exchange risk arising from various currency  REBE S R K ZEEE 2 I NER - =
exposures, primarily with respect to the US Dollar, Vietnamese Dongs and Renminbiand B3 & 3T « M E & A R LA X8 F
the relevant interest rate. The Group manages its interest and foreign exchange risks by & o ZK £ B350 F Bt 57 R EE R H A& K& h
performing regular review and monitoring its interest and foreign exchange exposure. [ [k & 12 F| &= & SNE B o 72N £ B33 5 i

The Group hedges against the exposure and reduce the risk involved as appropriate. o e B B PR A [ B o
Operating Lease Commitments REREHERE

Details of the operating lease commitments is set out on page 146 of this annual report. & & EREF BN ANFRFE 1468 -
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENRED N

ENVIRONMENTAL REPORTING AND SOCIAL REPORTING

For the year under review, the Group has continued its operating policies with
commitments on water and energy efficiency as well as emission reduction. The
Group has regarded energy saving and green manufacturing as key components of
its sustainable developments. The results are noticeable and have been accredited by
various governments as well as industrial organisations:

10

NOMINATION FOR 2018 ENERGY MANAGEMENT LEADERSHIP AWARD

Pacific Panyu Textiles Limited ("PPTL’, the Company’s subsidiary running Group's
production plant in Panyu, PRC “Panyu Plant”) was nominated by China National
Institute of Standardization Resources and Environment Branch to participate in
the 2018 Energy Management Leadership Award, this global award programme was
organised by the Energy Management Working Group ("EMWG"), a joint venture of
the Clean Energy Ministerial and the International Partnership for Energy Efficiency
Cooperation.

2017 CHINA ENERGY MANAGEMENT NATIONAL AWARD
PPTL was conferred the China Energy Management National Award by the PRC unit
of EMWG.

2017 LEADING WATER EFFICIENT ENTERPRISE

On the water efficiency front, PPTL, was selected, together with other 11 enterprises,
as a 2017 Leading Water Efficient Enterprise, a review co-organized by the Ministry
of Water Resources, Ministry of Industry and Information Technology, National
Development and Reform Commission (“NDRC") and the General Administration
of Quality Supervision and Quarantine of the PRC, for recognition of enterprises
promoting green production. PPTL is one of the only three awarded enterprises in
the textiles and dyeing industry.

NEDO PROJECT

PPTL was selected by NDRC and the New Energy and Industrial Technology
Development Organization ("NEDO" note 1) to be a pilot enterprise to participate in
a Sino-Japanese research project, a collaboration among the China Southern Power
Grid and three power technology companies in Japan. Under the project, Japanese
energy saving technologies and concepts will be introduced to PPTL to further
enhance the Group's energy management process, in particular, the power plant
operation, optimizing and leveling out the energy usage pattern.

Note 1: NEDO is one of the largest public research and development management
organizations in Japan, it promotes greater utilization of new energy and
improved energy conservation, and enhances industrial technology.

SOLAR PHOTOVOLTAIC PROJECT

For the purpose of saving energy expenses, PPTL also entered into a 20 years'
cooperation arrangement with a local solar power technology enterprise. Pursuant
to the arrangement, PPTL will let out certain factory premises area for deploying
solar glass and solar panel, in exchange for long term discount and priority on the
use of electricity generated by the solar photovoltaic system.

Pacific Textiles Holdings Limited | 2017 / 2018 Annual Report
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MANAGEMENT DISCUSSION AND ANALYSIS

EMPLOYEES AND REMUNERATION POLICIES

As at 31 March 2018, the Group had 5,543 full-time employees (2017: 5,267). There was
no significant change in the Group's remuneration policy. The Group's remuneration
package for its employees includes salary, bonuses, allowances and retirement benefits,
based on employee’s performance, skills and knowledge. The Group will continue to
provide regular training and competitive remuneration packages to its staff. The Group
also provides additional benefits to its employees, such as subsidized accommodation
and meals for workers at the production facilities, and accident and medical insurance.

The Group has adopted a Share Option Scheme. Pursuant to the scheme, the Company
has granted options to eligible employees.

DIVIDENDS

The Board proposed to pay a final dividend of HK18.5 cents (2017: HK30 cents) per
share for the 2018 Financial Year, subject to the approval of the shareholders at the
forthcoming AGM. Together with an interim dividend of HK26.5 cents (2017: HK30 cents)
per share, the total dividend for the 2018 Financial Year amounted to HK45 cents (2017:
HK60 cents) per share.

PROSPECT AND OUTLOOK

As the blockage of gateway to Vietnam factory has been cleared and the production in
Vietnam has resumed, the overall production capacity of the Group will rise up again.
Meanwhile, there shall be no further expenses to meet customer claims arising from
the interruption from operation in Vietnam for the financial year ending 31 March 2019.

Inflation of raw material, labor, and fuel, appreciation of RMB and increasing interest
rate will remain challenges for the Company, in order to offset the negative impact on
the financial performance, the management is continuously exploring cost reduction
initiatives and formulating relevant business strategies, for instance, increasing selling
price is one of the key strategies of the Company for the coming year.

With a view to achieve environmental sustainable development as well as to meet and
keep ahead of environmental protection rules enacted by PRC and Vietnam, the Group
has invested substantially in reducing carbon emission, increasing water use efficiency
and utilizing renewable energy through our internal expertise and cooperation with top
technological organization with relevant specialization, such as participating in NEDO
project. The Group believe that our investment in environment initiatives will pay off in
long term, and cost saving could be achieved.

The global political and economic situation is ever-changing, whether any kind of trade
barrier between nations will be imposed remain unseen.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENRED N

PROSPECT AND OUTLOOK (Cont'd)

During July 2017, Toray Industries Inc., a well-established Japanese fibers and textile
supplier, has become a substantial shareholder of the Company, the Company looks for
potential closer business relationship with Toray Group and our customers in Japan, and
expects that long term economic benefit will be achieved.

Looking forward, the Group would look for suitable location to build up new production
bases in South East Asia for potential expansion as well as risk diversification. With the
experienced and dedicated management team, added to the potential synergy effect
with Toray Group, the Company is cautiously optimistic with profitability of coming years.
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PROFILES OF DIRECTORS AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Mr. WAN Wai Loi, aged 68, is an executive Director and Chairman, Chief Executive
Officer and a founder of the Group. Mr. Wan was appointed as the Chief Executive Officer
with effect from 1 July 2015. Mr. Wan is responsible for leading the management team,
overseeing the overall production and operation of the Group, providing corporate
direction and formulating business strategies of the Group. Mr. Wan has over 45 years of
experience in the textile industry. He obtained a Bachelor of Science Degree in Chemical
Engineering from Taiwan National Cheng Kung University. Mr. Wan joined the Group in
1997 and was appointed as a Director in 2004. He is a director of various subsidiaries
of the Group. He is also a non-executive director of Teejay Lanka Plc., an associated
company of the Group, whose shares are listed on the Colombo Stock Exchange, Sri
Lanka.

Mr. LAU Yiu Tong, aged 70, is an executive Director and Vice Chairman of the Group.
He is also a director of several subsidiaries of the Group. Mr. Lau has over 41 years
of experience in the textile industry. Mr. Lau is responsible for leading the sales and
marketing function, managing business relationship, providing direction on marketing
strategies of the Group, and formulating business plan. Mr. Lau holds a Higher Diploma
in Textile Technology from the Hong Kong Technical College. He is the Vice Chairman
of Group 3 (Dyeing and Finishing) of Federation of Hong Kong Industries. He was the
member of the General Committee of Federation of Hong Kong Industries. Mr. Lau was
appointed as a non-executive Director in 2007. and re-designated as executive Director
and appointed as the Vice Chairman of the Group from 1 July 2017. He is a director of
several subsidiaries of the Group.

Mr. TOU Kit Vai, aged 55, is an executive Director from 1 July 2017, and also a director
of various subsidiaries of the Group. He joined the Group in 2013 and appointed as the
Chief Financial Officer on 1 April 2014. Mr. Tou is responsible for overseeing the corporate
financial management, information technology, group administration and human
resources, and back office supporting functions. Mr. Tou is a fellow member of the Hong
Kong Institute of Certified Public Accountants and The Association of Chartered Certified
Accountants, he was an executive director of a HK listed company during 2007-2012
and he has extensive experiences in factory operations, financial management, project
management and ERP System. He is a director of several subsidiaries of the Group. He is
also a non-executive director of Teejay Lanka Plc., an associated company of the Group,
whose shares are listed on the Colombo Stock Exchange, Sri Lanka.

Mr. Toshiya ISHII, aged 55, is an executive Director. Mr. Ishii has been appointed as
an executive Director of the Group from 1 October 2017. Mr. Ishii is responsible for the
Group's budgetary control and setting up key performance indicators for fulfillment of
corporate goal and targets. He was graduated from Keio University in 1985 and has been
an employee of Toray Industries, Inc. (“Toray”) since 1985. Toray is a company listed on
Tokyo Stock Exchange and is the single largest shareholder and a substantial shareholder
of the Company. Prior to joining the Group, he was general manager of controller’s
department of Toray and he has extensive experience in the textiles industry.
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PROFILES OF DIRECTORS AND SENIOR MANAGEMENT
EERAREEAREN

NON-EXECUTIVE DIRECTORS

Mr. CHOI Kin Chung, aged 82, is a non-executive Director and a founder of the Group.
Mr. Choi co-founded our Group in 1997 and has been the chairman of the Group since
its inception until 2005. Mr. Choi is the emeritus chairman of the Company and is a
director of several subsidiaries of the Group. He has approximately 50 years of experience
in the textile industry. Mr. Choi was educated in ZERJIE T KEZEE X (School of
Architecture, South China University of Technology) and is a Honorary Professor of
the University. He is also a Honorary Citizen of Guangzhou City and Jiangmen City. Mr.
Choi has been awarded A BI#T 4577542 &1 88 (China Knitting Industry Lifetime
Achievement Award) by FEISH 4 T2 EIUEEEE (4th Council of the China
Knitting Industry Association) in 2010. Mr. Choi has been awarded the Gold (Tinct Ind.)
Medal of The Society of Dyers and Colourists (SDC) in April 2018 for his outstanding
contribution to coloration industry and education in S.E. Asia. Mr. Choi was appointed
as a Director in 2004.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr. CHAN Yue Kwong, Michael, aged 66, is an independent non-executive Director.
He was the former chairman and is currently the non-executive director of Cafe de
Coral Holdings Limited, a Hong Kong listed company which he joined in 1984, and has
considerable experience in planning and management. Dr. Chan is also an independent
non-executive director of Starlite Holdings Limited since 1993, Tse Sui Luen Jewellery
(International) Limited since 2010, Modern Dental Group Limited in 2015 and Human
Health Holdings Limited in 2016, and a non-executive director of Tao Heung Holdings
Limited since 2007, above named five companies are listed on the Main Board of the
Hong Kong Stock Exchange. Dr. Chan ceased to be the independent non-executive
director of Kingboard Laminates Holdings Limited since August, 2015. Dr. Chan holds
a Bachelor of Arts, a Master degree in City Planning from the University of Manitoba,
Canada, an Honorary Doctorate Degree in Business Administration and is also bestowed
as Honorary Fellow from Lingnan University. He is currently the Adviser of the Quality
Tourism Services Association, the Honorary Chairman of the Hong Kong Institute of
Marketing and the chairman of the Business Enterprise Management Centre of the Hong
Kong Management Association. He is also being appointed by the HKSAR Government as
a member of the Business Facilitation Advisory Committee and ceased to be the member
of the Task Force on promotion of Vocational Education. Dr. Chan was appointed as an
independent non-executive Director in 2007.

14 Pacific Textiles Holdings Limited | 2017 / 2018 Annual Report

FUTES

FERELE  2px AKBEIFRITESRE
WAZ— o BRER1997FEREMALH
[ &Il 3 AN S5 ) - fhy 7N 5% B RS2 R 22 2005F 1]
REEAREER - HEEERARAREE
B NRAEEZEMNBARNES - #H
BEBEBO0FLER - FAEDENER
BIRBEER RRZIRBREHR - K
MABEMNTETIMMEENR - HEERER
010FEFRHBTXHEFUEESTER
R BT EITRR TR - 258 4E102018
FARBRBIRAMPEAMBGRER S R
(Tinct Ind.) » IAZERF{R SR AA S AV ENSRE R
BEBRS - £EENNMFEZERES -

BUFHTES

BREKEL - comt ' BUIIFRITESE - HR
1984 F MABBE LM RARARLEEBFRA
Al BEZRARER  RIETERTES
RESINEEIRFIFERBELEELER - MR
BEEI9BFREFEXAEBRERAAZE
SIEBMITESE  B2010F R EHIREIKE
(BIFR) BR AR ZEILIEHMITES - 72015
FR2016FEGEEZITARRTIREBHR
AR ARREEEB AR DR 2B IENTT
EEZREW7EREFREEERERATZ
FWMITESE LM ARBRRERE BT
TR ET o BRIBEHE2015F8 BN BETE
EREBRIERER AR 2B IFRITES -
i TR E NS KEELE KEUniversity
of Manitoba) X Z2E T8 M TR EIE T2
i FEBRIFEELAEHLTEMNLEE
FERABZRERIHE BB ABEKRE
RGHSER EETMERSLBEIRLE
BEREERE I CEEEERPLOERE o
BRI TREFTERFRTRERREZETASE
ERBAEEgKE U TBEMHEBRE
HEHEE/NEKE - BB R2007FEZ T
BENIENTES o



PROFILES OF DIRECTORS AND SENIOR MANAGEMENT

INDEPENDENT NON-EXECUTIVE DIRECTORS (Contd)

Mr. NG Ching Wah, aged 69, is an independent non-executive Director. Mr. Ng has over
31 years of senior management experience in the telecommunications industry. Mr. Ng
was a director and a member of the executive committee for Advanced Info Service
Public Company Limited, a Thailand listed company. He was an independent director
of China Digital TV Holding Co. Ltd., a New York Stock Exchange listed company and
a non-executive director of HKC International Holdings Limited, a Hong Kong listed
company. He was the chief executive officer of Hong Kong CSL Limited. He was the chief
executive officer of SmarTone Telecommunications Holdings Limited, a Hong Kong listed
company and the President of PCCW Mobility Services Limited. Mr. Ng is the Honorary
Advisor of the Communications Association of Hong Kong and is the appointed member
of Communications Authority, an independent statutory body established under the
Communications Authority Ordinance in April 2012. Mr. Ng was a member of the
Digital 21 Strategy Advisory Committee (D21SAC). Mr. Ng graduated from the Chinese
University of Hong Kong in 1975, with a Bachelor of Business and Administration. Mr.
Ng was appointed as an independent non-executive Director in 2007.

Mr. SZE Kwok Wing, Nigel, aged 61, is an independent non-executive Director. Mr. Sze
has senior management experience in the private and investment banking industry
serving high net worth clients and institutions. He was the managing director, head
of China and Hong Kong of Julius Baer Bank; the chief executive officer of EFG Asset
Management (Hong Kong) Limited for Asia Pacific Region; the managing director, head
of investment of Citi Wealth Management for Asia Pacific region; the chief executive
officer of Asia-Pacific for Barclays Wealth and an executive director in the private clients
division at Morgan Stanley Asia Limited, Hong Kong. Mr. Sze holds a Master of Business
from the University of Newcastle, Australia. He is a Fellow of CPA Australia. Mr. Sze was
appointed as an independent non-executive Director in 2007.

COMPANY SECRETARY

Ms. CHAN Sau Yee, is the Company Secretary. Ms. Chan is a fellow member of Institute
of Chartered Secretaries and Administrators in United Kingdom (ICSA) and The Hong
Kong Institute of Chartered Secretaries (HKICS) respectively. She has obtained a Bachelor
Degree in Economics and a Postgraduate Certificate in Laws from the University of Hong
Kong. She also holds a Bachelor of Law Degree from the University of London. Ms. Chan
has ample corporate secretarial experience gained from international law firms, listed
companies and large private groups. Ms. Chan joined the Company in November 2017.
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PROFILES OF DIRECTORS AND SENIOR MANAGEMENT
EEREREEAREN

SENIOR MANAGEMENT

Mr. GAO Jinhua, aged 52, is the General Manager (Production). Mr. Gao graduated
from the Shanghai Normal University, major in Chemistry in 1988. Mr. Gao has worked
for the Group for more than 20 years and is experienced in operational and production
management. Prior to taking up the current position, Mr. Gao has been the head of
dyeing factory and Assistant General Manager of the Production Department.

Mr. ZHAO Qizhi, aged 52, is the General Manager (Engineering), he is responsible for
managing the engineering department of the factories. Mr. Zhao holds a Bachelor’s
Degree in Mechanical Engineering from Shanghai Jiaotong University, China. He has over
25 years of experience in the textile industry. Mr. Zhao joined the Group in June 1997.

Mr. LAI Chi Man, aged 52, is the General Manager (Sales). He holds a Bachelor of Arts
Degree in Textile and Clothing Marketing from the Hong Kong Polytechnic University.
Mr. Lai obtained a Master of Business Administration Degree (The Kellogg — HKUST EMBA
Program) awarded jointly by Northwestern University and the Hong Kong University of
Science and Technology. Mr. Lai joined the Group in May 1998 and has over 25 years of
experience in the textile industry.

Mr. Koji ASADA, aged 49, was appointed the General Manager (Marketing) in 2017.
Upon his graduation from Faculty of Economics, Kwansei Gakuin University in 1991,
Mr. Asada joined Toray Industries, Inc. Starting his career as a textiles salesman, he was
later promoted as the section manager of the fashion fabrics and was seconded to TSD
(Toray Skai Dyeing & Weaving) in China Nantong in 2008, where he had been a director
for 6 years. Mr. Asada also has experience as staple fiber general manager and sports
textile general manager.

Mr. TSANG Sian Chung, Hubert, aged 41, is the Chief Information Officer. Mr. Tsang
joined the Group in 2010 and now leads the Group’s digitalization initiatives. Mr. Tsang
has over 20 years of experience in the IT field, ranging from performing academic
research on high performance computing to building large scale Internet websites to
building and maintaining enterprise shared services. Mr. Tsang holds an MBA degree
and Bachelor of Computer Science, both from the University of Maryland, College Park.

Mr. CHUNG Chi Shing, aged 54, is the Assistant General Manager (Production
Technology). Mr. Chung has graduated from Hong Kong Polytechnic University in Textile
Chemistry, with over 30 years experience in textile industry. He is a holder of Chartered
Colourist granted by the Society of Dyers and Colourists. He joined the Group in 1998
and has served the company for 20 years. He is responsible for Dyeing and Finishing
Technology, Fabric Development, Procurement of yarns, dyes and chemicals (DCA).
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PROFILES OF DIRECTORS AND SENIOR MANAGEMENT

SENIOR MANAGEMENT (Cont'd)

Mr. WANG Sijie, aged 47, joined the Group in May 1997, is the Assistant General
Manager (Dyeing and Finishing). Mr. Wang is a senior engineer and a holder of master
degree. Mr. Wang is responsible for the management of dyeing and finishing factory. He
is the Vice President of Guangzhou Textile Engineering Society and a member of expert
and technical committee of China Knitting Industry Association (BN 47 4% T2 22 5|12
ERPEHBIEHSERFEMEZEFZES). Mr. Wang was awarded as outstanding
chief engineer by China Knitting Industries Association and technical innovation award
by China Textile Engineering Society.

Mr. Masaonbu SATO, aged 45, is the Assistant General Manager (Research and
Development) since 2017. Mr. Sato has studied material engineering in Tokyo
Metropolitan University, upon his graduation, he joined Toray Industries Inc.. Mr. Sato
has over 20 years experience in textiles and related production technique development.
Prior to joining the Company, he has been working in different factory and laboratory in
Japan and China, such as Taltex (Zhuhai) Ltd. and Toray Fiber Research Centre.

Mr. CHENG Kam Fai, Eugene, aged 58, is the Assistant General Manager (Human
Resources Management and Adminstration) and is mainly responsible for Group
Human Resources, Administration, Corporate Social Responsibility and Procurement
Management in China and Vietnam. Mr. Cheng graduated with BA (Hons.) and EMBA of
the Chinese University of Hong Kong (CUHK) together with a professional Diploma in
Business Management from the CUHK. He has extensive working experiences in Human
Resources Management, General Administration, Corporate Social Responsibility and
Procurement Management of various kinds of industries including trading, banking and
manufacturing in both Hong Kong and China. He was an associate member of IHRM
of Hong Kong. Before joining the Company, he had worked for local and MNC publicly
listed companies for over 20 years. He joined the Company in 2012.

ESREREEAEHN

SREEAE (8)

EREEE 4758 0 RI1997FSAMARE
CHRRIERE (R TRER—SB
BRTIEM FEELEM TEEBEE
BABME - BAEBNGBIREESEIES
R TATFEHBIXEHEEREMEZER
ZE - THREETESHBIERSTRES
MIRMRETRSHE T RES SRS il
BllErEE ] -

EBRREMEE 455 0 B2017F R E R
IR (R  EBEEEZRRERE
Y REWEME LIRS - £X1% 0 AToray
Industries Inc. o EBESL ETE 40 4 AR £ B2
i 79 3% 77 T BB BB B20F KB o AR
NEIF - WEBREBEHEL CKE) BRA
A(Taltex (Zhuhai) Ltd.) K Toray Fiber Research
CentreFH B RNRE R EBRETH -

ERERIE A - sopnc BB (ANERE
BRITR) EZAELAEBEANER 17
B rEAEEERTEEBENREES
BoBELXBEREBERIKRE (FXXK
2) THBXELRITBABIEEER
T2 TEPXASNEHETEEEX
o WEFRBMMZES  BITREEES
TEFHBRBEANERERE  —BITH - %
HEETNRBEEESARNNEZ TIERL
BoBEARBEBANEREEZESE - I
ALRRBZ A AR MERE A BT
BEBI20%5F o A 2012 AR AT o

ERHBERERAT | 2017/2018 F3R 17



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
Ri5 - HEURERES

This sustainability report outlines the approaches, commitment and strategies of the
major member companies of the Group in four aspects of sustainability — workplace
quality, environmental protection, operating practices and community involvement. The
reporting period of this report is from 1 April 2017 to 31 March 2018. We maintain an
open dialogue with our stakeholders (including management, employees, customers,
suppliers and investors) to receive their comments and understand their expectation
on what the ESG issues matter most via meetings, interviews and discussions. The
areas of focus of this report include environmental discharges, employment and labor
standard, community outreach and the supply chain management. The data disclosed
in this report are prepared and provided by the respective administration departments
of Panyu plant and Vietnam plant of the Group.

While the operation of the Company during the year under review was mainly focused
in the Panyu plant (and the operation of Vietnam factory was suspended and resumed
in January 2018), this report is based on the status of Panyu plant of Pacific Textiles. The
Vietnam factory basically follows the required standard as Panyu plant,

VISION

"To make the world a more comfortable and better place through our products” - Pacific
Textiles is a creative and sizeable knitted fabric manufacturer and distributor whose
business scope covers integrated services of knitting, dyeing, printing and finishing.

MISSION

“In global textile community, we strive for:

— Quality products and services;

— Equitable opportunities and mutual respect;
— High returns to the investors;

— Excellent environmental protection;

through the faith of social responsibility and innovation!” - Pacific Textiles considers
green manufacturing and environmental protection not only as the responsibility of a
responsible corporate citizen, but also as the basis of long-term sustainability for any
company. Pacific Textiles has been actively taking steps to ensure that by-products
generated in the manufacturing process are disposed of properly with minimal effects
on the environment and trying its best to achieve harmonious development of the
company, natural environment and all stakeholders.
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WORK ENVIRONMENT

Each employee is required to sign an employment contract and a receipt of a notice
of occupational hazards issued to employees as stated in the local government
requirements. The notice mainly covers job positions and duties, working hours, rest
period, statutory benefits and preventive and control measures for occupational
hazards, etc. We conduct assessment on the work environment to ensure good and
safe working conditions for our employees in terms of temperature, noise, air, dust,
ventilation, gas, etc. All relevant factors are managed and controlled in accordance
with local government standards. We are committed to providing our employees with
proper PPE to prevent potential occupational accidents and reduce the influence on
employees'health. The equipment includes ear plugs, goggles, dust respirators, masks,
rubber gloves/boots, insulated shoes, aprons, hairnets, safety harnesses, etc.. Annual
health check is arranged for all employees to help them and the company have an
understanding of their health conditions and make proper arrangements for work and,
if necessary, seek medical treatment.

EMPLOYEES’ BASIC INFORMATION

As at March 2018, 4,183 employees were under full-time employment in Panyu plant
(previous year: 4,350), with all aged over 18 and coming from different provinces of
Mainland China, mostly from Hunan and Yunnan, and a male-female ratio of 0.64:0.36.

As at March 2018, a total of 612 employees were under full-time employment in Vietnam
plant (previous year: 848), with all aged over 18 and coming from different provinces
nationwide, the majority of whom being local residents, and a male-female ratio of
0.65 : 0.35. Vietnam plant was closed for business from April 2017 to December 2017
due to the blockage of the road to the plant and thus the number of employees for the
period dropped significantly compared with that of the previous year.

During the Year, the Group held various kind of recreational activities for staff to promote
employees’ work-life balance.
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HEALTH AND SAFETY

Panyu plant attaches great importance to production safety management and
occupational health management. It has spared no effort to implement an occupational
health and safety policy of ‘compliance, care, safety, health, inspection of hidden dangers,
risk control, safety assurance, full participation, aggressiveness, promotion of harmonious
development’, firmly enforced a policy of “observing laws and regulations, striving to
control and reduce safety risks and adhering to the people-oriented principle with an
aim to provide a safe and healthy workplace and living environment for employees’,
proactively carried out standard procedures for safety production, established a
management system of standard procedures for safety production, and obtained
OHSAS18001 certification under the Occupational Health and Safety Management

System.

Fire Drill First Aid Training
BT EAR SREEI
FATALITY NUMBER AND RATE

No occupational fatalities were recorded for the year under review.

WORKING DAYS LOST DUE TO WORK INJURY

During the year, the number of working days lost due to work injury in Panyu plant was
2,591 man-days (previous year: 1,553 man-days).

No serious injury case was recorded during the year under review, the increase in loss of
working days was mainly caused by more leaves taken, under the recommendation of
the supervisors, arising from minor injury case, in order to ensure that staff only return
to work under best body conditions, and stay healthy.

OCCUPATIONAL HEALTH AND SAFETY MEASURES

In terms of safe production management, Panyu plant conducts thorough hazard
identification and risk assessment annually and has established risk control measures
and necessary emergency drills for significant sources of hazards. Safety executives
from all departments who have participated in pre-employment professional training,
passed the tests and obtained qualifications manage and control the significant sources
of hazards and comprehensively control the potential safety hazards, so as to reduce
workplace incidents. In terms of occupational health management, Panyu plant invited
Guangdong Province Hospital for Occupational Disease Prevention and Treatment to
assess the occupational hazards to each job position of the Company. Pacific Textiles has
implemented initiatives of occupational hazard prevention for respective job positions
and occupational health protection for employees according to the assessment results,
and has arranged annual occupational health checks to ensure employees’ health.
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DEVELOPMENT AND TRAINING

Panyu plant has set up long-standing policies and training schemes to improve
employees’ job knowledge and skills. These policies and schemes cover induction
training courses for general workers as well as internal and external vocational training
courses for university-level, elementary-level and middle-level employees. Various kinds
of training and development programs were conducted for enhancing employees
working skills and knowledge when discharging their job duties and functions including
orientation for new employees for getting familiar with company environment and
departmental requirements in short period of time; training for security and canteen
workers for understanding about environment safety, protection of property and food
safety control; the first aid training to manage accidents in a proper and effective way
for injured employees in the working environment as well as having occupational
health & safety for avoiding unexpected occupational disease or illnesses; fire fighting
protection training for enhancing fire prevention consciousness, and fighting fire in
a proper and effective way when having minor fire accidents; on-the-job-training
for various departments so as to polish their work skills and techniques in aspect of
technical and managerial levels. During the period from 1 April 2017 to 31 March 2018,
the number of monthly training hours per employee in Panyu plant was approximately

2.43 (previous year: 2.31 hours).

2017 Language courses
2017785 sRig

2017 Management Training
2017 R EEEABE

LABOUR STANDARDS

We have formulated the policy of remuneration, recruitment, equal opportunity
employment, anti-discrimination and general fringe benefits as referred to relevant
labor codes, decrees, circulars and articles announced by the local government from
time to time. All those policies are included in the company staff handbook which has
been gone through a reviewed and commented procedure by the local government
office if necessary. Child labour and forced labour are prohibited in both Panyu plant
and Vietnam Plant.
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ENVIRONMENTAL PROTECTION

Panyu plant has set up the following policies on energy management: proactively using
advanced energy-saving technologies, striving to conduct research and development of
low-consumption techniques, constantly improving energy usage efficiency and raising
energy consumption standards to advanced international standards. Panyu plant has
achieved high energy-saving efficiency by proactively using advanced energy-saving
technologies, undertaking a number of industrial and national demonstration projects
and sparing no effort in the research and development of energy-saving techniques
and technologies.

Power consumption for non-production purposes increased in the year under review
as a result of increased financial commitment to environmental protection facilities and
improvement of the environment of workshops, while there were higher production
output and energy consumption for production increased accordingly. As a result,
Panyu plant’s total energy consumption was 193,300 tons (previous year: 162,100 tons)
of standard coal in the year under review, representing an increase of 31,200 tons of
standard coal in energy consumption as compared with that in last year.

However, Panyu plant delivered good environmental performance in the year under
review, winning a number of awards from the government including: “Green Brand
Company for Environmental Trustworthiness” awarded by the Guangdong Province's
Department of Environmental Protection (only 10.1% of the companies in Guangdong
Province were rated as Green Brand Companies); “Green Development Company in
the Textile Industry” by the China National Textile and Apparel Council; “2017 Leading
Water Efficient Enterprise” by the Ministry of Industry and Information Technology;
Leading Enterprise in the Chemicals Stewardship 2020 initiative of CNTAC-ZDHC; "2017
China Energy Management Award” awarded by the National Development and Reform
Commission (only eight companies received this award). Pacific Textiles was also one
of the three companies in China that represented the country in an international
competition for excellency in energy management.

Panyu plant made reference to the policy requirements related to the treatment of
dangerous waste in handling hazardous waste by enforcing the administration system
of duplicated forms in the transfer of dangerous waste and by entrusting work units with
operational qualifications to implement centralised disposal of dangerous waste, thereby
reaching a compliance disposal rate for dangerous waste of 100%. Relevant work units
were entrusted to recycle non-hazardous waste for reuse and comprehensive treatment,
with a comprehensive treatment rate of 100%.

Panyu plant took a proactive approach in carrying out environmental protection by
investing RMB60 million in upgrading and renovating the flue gas treatment technology
for the coal-fired boilers in the power plants. At present, the emitted flue gas has reached
the ultra-low emission standards of Guangdong Province, and the technology has been
recommended by experts for nomination as an excellent demonstration project for
environment protection in Guangdong Province.

Panyu plant accomplished:

an investment of RMB60 million in upgrading and renovating the flue gas treatment
technology for the coal-fired boilers in the power plants to achieve:

a yearly reduction of 36.08 tons in SO, emissions, a yearly reduction of 16.09 tons
in nitrogen oxide emissions and a yearly reduction of 10.19 tons in smoke and dust

emissions.

a yearly reduction of 4,557 tons (previous year: 2,850 tons) in CO, emissions (Note:
this figure refers to comparison between 2016 and 2017 calendar year).
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ENVIRONMENTAL PROTECTION (Contd)

Principal measures adopted by Panyu plant in mitigating wastewater emissions are as
follows:

1. The completion, commissioning and operation of a sewage treatment project with
a capacity of 20,000m?®/day using the “biochemical+physicochemical+ozonide
BAF” advanced treatment technology, which has reached the specific standards
steadily. The treated wastewater discharge indices were far below the requirements
of national and local environmental standards. In particular, the CODcr index was
approximately 20~30mg/L, and the chromaticity was approximately 20 times.

2. The online monitoring, operation enhancement and technological renovation of the
sewage treatment system, so that the operating efficiency and automation level of
the water treatment system were significantly raised and the manual labour intensity
of the operators were lowered.

3. Theresearch and assessment on the odour treatment technology for the biochemical
treatment stage of wastewater treatment by commencing the construction of an
odour biological treatment project.
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SUPPLY CHAIN MANAGEMENT

In order to ensure stable supply of yarn, the Group procure its yarn from more than 40
suppliers based in different regions, to minimize geopolitical risks. Pacific Textiles pays
great attention to product quality. To become a recognized yarn supplier of Pacific
Textiles, each yarn supplier must be able to meet the quality standards required by our
factories.

For new suppliers, sample provided to us must pass the quality testing and satisfy the
relevant requirements, and thereafter, periodic assessment on new supplier will be made
before it is admitted as qualified supplier.

For existing qualified suppliers, quality testing will be conducted and the Company
will stop to procure from those suppliers whose yarn quality could no longer meet the
required standard of the Company.
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PRODUCT RESPONSIBILITY

The products of Pacific Textiles are manufactured in strict compliance with the relevant
international standards. No products of Pacific Textiles were subject to recalls for safety
and health reasons during the year under review.

Upon receiving a customer’s complaint on product quality, the Company will review
the validity and conduct investigation on the reasons. Depending on the nature and
cause of complaint, the information will be communicated to supplier if it is proven to
be related to raw materials; to factory heads if it is caused by error in manufacturing
process; to carrier if it is arising from transportation process.

The products of Pacific Textiles will be verified in accordance with the verification
standards as agreed with the relevant customers. Pacific Textiles has established specific
arrangements in relation to product recall procedures, if repairs are required, the
products will be returned to the relevant department of the factory for repairs and the
products will only be redelivered to the relevant customer only after passing necessary
quality inspections.

MAINTENANCE AND PROTECTION OF INTELLECTUAL PROPERTY RIGHTS,

CONSUMER DATA PROTECTION AND PRIVACY POLICIES

Pacific Textiles respects and protects its customers’intellectual property rights, privacy
and other trade secrets. After receiving customers’ designs, Pacific Textiles will take
measures to ensure the safety of their intellectual property rights, privacy and other
trade secrets and prevent the unauthorized disclosure of such secrets.

For some products involving to intellectual property rights, Pacific Textiles will enter into
confidentiality agreements with the relevant suppliers and customers in relation to the
intellectual property rights and trade secrets.

ANTI-CORRUPTION

Pacific Textiles has formulated anti-corruption policies, rules and regulations for its
employees, contractors and suppliers of Panyu plant and Vietnam plant. Where any
contravention to the policies, rules and regulations is identified with solid evidence, the
engagement of the contravening parties or the provision of non-compliant services will
be terminated immediately.

Relevant policies, rules, requlations and procedures for this area of work will be reviewed

from time to time to prevent recurrence of non-compliant cases. We have also set up a
compliant mechanism for reporting corrupted acts, if any.
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COMMUNITY ENGAGEMENT

Panyu plant has solicited suggestions for policy making to understand and support
local community needs by various means. Panyu plant took part in local community
activities including elderly care activities, entertainment performance for the local
community, paying visits and offering financial assistance to poverty-striken villagers,
providing scholarships for outstanding middle school students, and participated in
the local government’s fund-raising activities for the impoverished people by making
contributions of about RMB112,000 and offering employment opportunities to surplus
workforce in the local community.

Pacific Textiles has participated in various kinds of community activities in order to
support local community development and cultivate a kind of sense of belongings to
local community with each other:

- Take part in environmental protection: planting trees activities in local and support
the environmental sanitation fund

- Donation for the poor people: presenting gifts to poor families, and making
donations to the Red Cross Association

- Contribute to the welfare of education including the building kindergarten, giving
gifts to outstanding students and donating computer to school

- Other social activities including arts and sports activities with local community
people
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DIRECTORS' REPORT
ESRHE

The Board is pleased to present the annual report together with the audited consolidated
financial statements of the Company and the Group for the 2018 Financial Year.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The Group is principally engaged in
the manufacturing and trading of textile products, including high quality cotton and
synthetic knitted fabric.

An analysis of the performance of the Group for the 2018 Financial Year by geographical
location of business operation is set out in note 5 to the consolidated financial
statements.

BUSINESS REVIEW

A review of the business of the Group during the year and a discussion on the Group’s
future developments is provided in the section headed "“Management Discussion and
Analysis”in this annual report.

PRINCIPAL RISKS AND UNCERTAINTIES

The Group's financial condition, results of operations, business and prospects may be
affected by a number of risks and uncertainties. The following are the key risks and
uncertainties identified by the Group. There may be other risks and uncertainties in
addition to those outlined below which are not known to the Group or which may not
be material now but could turn out to be material in the future.

Business Risk

Macro economic and political situation, such as, Sino-USA and Sino-Vietnamese relations,
the possibilities of trade barriers, may pose uncertainty to the business. Global economic
trend, inflation (including raw materials, fuel, labor), fluctuation in forex rate and interest
rate are also factors that could affect the financial performance of the Group.

Strategic Direction Risk

The success of future business depends on achieving our strategic objectives, including
through acquisitions, joint ventures, dispositions and restructurings. The Group faces risk
in its application of its assets and capital towards suitable investments and seizure of
business and investment opportunities when such opportunities arise.

Legal and Compliance Risk

Legal risk is the risk that unenforceable contracts, lawsuits or adverse judgments may
disrupt or otherwise negatively affect the operations or financial conditions of the Group.
Compliance risk is the risk of legal or regulatory sanctions, financial losses or losses in
reputation the Group may suffer as a result of its failure to comply with all applicable
laws and regulations.

Policy risk

Change of rules, regulations by the governmental bodies where the Group operates its
business, such as new environmental protection policies, may result in adjustment of
production method, or increased cost in fulfilling new standard.
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SUBSIDIARIES

Details of the principal activities of the Company’s subsidiaries at 31 March 2018 are set
out in note 8 to the consolidated financial statements.

RESULTS AND DIVIDENDS

The results of the Group for the 2018 Financial Year are set out in the consolidated
statement of profit or loss on page 61 of this annual report.

An interim dividend of HK26.5 cents (2017: HK30 cents) per share was paid on 8 January
2018 to shareholders. The Board has recommended the payment of a final dividend of
HK18.5 cents (2017: HK30 cents) per share. Subject to the approval of the shareholders
at the forthcoming AGM, the final dividend of HK18.5 cents will be paid on 30 August
2018 to shareholders whose names appear on the Register of Members of the Company
on 20 August 2018.

CLOSURE OF REGISTER OF MEMBERS

The Register of the Members of the Company will be closed from 6 August 2018 to
9 August 2018 (both days inclusive) for the purpose of determining the identity of
members who are entitled to attend and vote at the AGM, during which period no
transfer of shares of the Company will be registered. In order to qualify for attending
the AGM, all transfers accompanied by the relevant share certificates, must be lodged
with the Company’s Hong Kong Branch Share Registrar, Computershare Hong Kong
Investor Services Limited at Shops 1712-1716, 17/F, Hopewell Centre, 183 Queen’s Road
East, Wanchai, Hong Kong not later than 4:30 p.m. on 3 August 2018. Record date to
determine shareholder’s voting right is 6 August 2018.

The Register of the Members of the Company will be closed from 16 August 2018 to
20 August 2018 (both days inclusive) for the purpose of determining the identity of
members who are entitled to the final dividend for the year ended 31 March 2018, during
which period no transfer of shares of the Company will be registered. In order to qualify
for the final dividend, all transfers accompanied by the relevant share certificates, must
be lodged with the Company’s Hong Kong Branch Share Registrar, Computershare Hong
Kong Investor Services Limited at Shops 1712-1716, 17/F, Hopewell Centre, 183 Queen'’s
Road East, Wanchai, Hong Kong not later than 4:30 p.m. on 15 August 2018.

SHARE CAPITAL

Details of the movements in the issued share capital of the Company during the 2018
Financial Year are set out in note 16 to the consolidated financial statements.
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RESERVES

Details of the movements in the reserves of the Group and of the Company during
the 2018 Financial Year are set out in note 17 to the consolidated financial statements.

DISTRIBUTABLE RESERVES

As at 31 March 2018, the distributable reserves of the Company amounted to
approximately HK$2,372 million (2017: HK$2,391 million), comprising the share premium,
share-based reserve and the retained earnings of the Company.

Under the Companies Law, Cap.22 of the Cayman Islands, in addition to the retained
earnings of the Company, the share premium and capital reserves of the Company are
also available for distribution to shareholders provided that the Company will be able to
pay its debts as they fall due in the ordinary course of business immediately following
the date on which any such distribution is proposed to be paid.

PRE-EMPTIVE RIGHTS

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

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the whole or any
substantial part of the business of the Company was entered into or existed during the
2018 Financial Year.

DONATIONS

During the 2018 Financial Year, the Group made charitable and other donation totalling
approximately HK$354,000 (2017: HKSnil).

PROPERTY, PLANT AND EQUIPMENT

Expenditure of approximately HK$170 million (2017: HK$166 million) was incurred during
the 2018 Financial Year primarily to expand the production capacity of the Group.

Details of the movements in property, plant and equipment of the Group are set out in
note 7 to the consolidated financial statements.

CAPITALISED INTERESTS

During the 2018 Financial Year, no interest had been capitalised (2017: Nil).

PURCHASE, SALE OR REDEMPTION OF SHARES

Neither the Company nor any of its subsidiaries had purchased, sold or redeemed any
of the Company’s shares during the 2018 Financial Year.
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MAJOR CUSTOMERS AND SUPPLIERS

During the 2018 Financial Year, sales to the Group's five largest customers accounted
for approximately 68.9 % of the Group's total sales and sales to the Group's largest
customer included therein amounted to approximately 40.8%. Purchases from the
Group's five largest suppliers accounted for approximately 47.2% of the Group's total
purchases and purchase from the Group’s largest supplier included therein amounted
to approximately 32.8%.

Except as disclosed below, none of the Directors, their associates or any shareholder
of the Company (which to the knowledge of the Directors owns more than 5% of the
Company’s issued shares) had any interests in the Group's five largest customers or
suppliers noted above:

Toray Industries, Inc., a substantial shareholders of the Company is one of the largest
suppliers of the Company, representing 3.2% of the Group’s total purchase. The purchase
from Toray Industries, Inc., constitutes continuing connected transactions, details of the
annual review of the said continuing connected transactions are set out in the Financial
Information, on page 148.

FINANCIAL SUMMARY

A summary of the consolidated results and consolidated balance sheet of the Group for
the last five financial years is set out on page 154 of this annual report.

DIRECTORS

The Directors during the 2018 Financial Year and up to the date of this report were:

Executive Directors

Mr. WAN Wai Loi (Chairman and Chief Executive Officer)

Mr. LAU Yiu Tong (Vice Chairman with effect from 1 July 2017, and re-designated as
Executive Director from Non-executive Director from 1 July 2017)

Mr. TOU Kit Vai (Chief Financial Officer, and appointed as Executive Director with effect
from 1 July 2017)

Mr. Toshiya ISHII(appointed as Executive Director on 1 October 2017)

Non-executive Directors

Mr. CHOI Kin Chung

Mr. TSANG Kang Po (Vice Chairman till 1 July 2017, and re-designated as
Non-executive Director from 1 July 2017, resigned on 1 July 2018)

Mr. IP Ping Im (deceased on 27 October 2017)

Mr. LAM Wing Tak (resigned with effect from 22 May 2017)

Independent Non-executive Directors
Dr. CHAN Yue Kwong, Michael

Mr. NG Ching Wah

Mr. SZE Kwok Wing, Nigel

Pursuant to article 130 of the Articles, at every AGM 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. Pursuant to article 114 of the
Articles of Association of the Company, Mr. Toshiya Ishii will hold office until the next
following general meeting of the Company and will then be eligible for re-election at
that meeting.
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Accordingly, Mr. Choi Kin Chung, Dr. Chan Yue Kwong Michael, Mr. Sze Kwok Wing Nigel
and Mr. Toshiya Ishii will retire by rotation from the Board at the forthcoming AGM and,
being eligible, will offer themselves for re-election as Directors.

PROFILES OF DIRECTORS

Profiles of the Directors are set out on pages 13 to 15 of this annual report.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors had entered into a service agreement with the Company
for an initial term of two years, renewable thereafter until terminated by either party by
giving to the other party at least six months' prior notice in writing.

Each of the non-executive and independent non-executive Directors had been
appointed for an initial term of two years with effect from 1 May 2007. The term of the
appointment has been extended thereafter.

All Directors are subject to retirement by rotation in accordance with the Articles and
the Listing Rules.

None of the Directors proposed for re-election at the forthcoming AGM of the Company
has a service contract with the Company or any of its subsidiaries which is not terminable
by the Group within one year without payment of compensation (other than statutory
compensation).

REMUNERATION OF THE DIRECTORS

The remuneration of the Directors are reviewed and determined by the Remuneration
Committee on the basis of the relevant Director’s experience, responsibility and the time
devoted to the business of the Group.

Details of the emoluments of every Director for the 2018 Financial Year is set out in note
34 to the consolidated financial statements.

DIRECTORS' INTERESTS IN CONTRACTS

There was no contract of significance in relation to the business of the Group to which
the Company or any of its subsidiaries, was a party and in which a Director had a material
interest, whether directly or indirectly, subsisted at the end of the 2018 Financial Year or
at any time during the 2018 Financial Year.

COMPETING INTEREST

None of Directors had, either directly or indirectly, an interest in a business which causes
or may cause any significant competition with the business of the Group and any other
conflicts of interest which any such person has or may have with the Group.

TAX RELIEF AND EXEMPTION

The Directors are not aware of any tax relief and exemption available to the shareholders
of the Company by reason of their holdings of the Shares.
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ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

At no time during the 2018 Financial Year was the Company, its holding companies, or
any of its subsidiaries or fellow subsidiaries, a party to any arrangements to enable the
Directors of the Company to acquire benefits by means of the acquisition of shares in,
or debentures of, the Company or any other body corporate.

DIRECTORS" INTERESTS AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 31 March 2018, the interests and short positions of the Directors and chief
executives of the Company in the Shares, underlying Shares and debentures of the
Company or any of its associated corporations (within the meaning of Part XV of the
SFO) as recorded in the register required to be kept under Section 352 of the SFO; or
as otherwise notified to the Company and the Stock Exchange pursuant to the Model

Code were as follows:
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Number of issued Shares held and nature of interest
BEORTROBEREREE
Approximate
Corporate percentage
Personal Family Interests of issued
Interests Interests (interests of Trusts and share capital
Name of Directors/ (beneficial (interests a controlled similar Other Total of the
Chief Executives owner) of spouse) corporation) interests interests Interests Company
B RAERTF
PN KEER (REeREZEH Btk BERITRA
BEE THERKE (BREEAN) (EzER) =S@2ER) Bl R HiifE s BE ZHBRED
Wan Wai Loi 9,497,000 1,030,000 - - 10,527,000 0.73%
FEHEIK (Note 1)
(Hf=E1)
Lau Yiu Tong 52,501,000 - - - 52,501,000 3.63%
2IR=
Tou Kit Vai 300,000 - - - 300,000 0.02%
AR
Tsang Kang Po 1,988,000 2,501,000 55,000,000 - 59,489,000 4.11%
B (Note 2)
(BF5E2)
Tsang Sian-Chung Hubert 450,000 - - - 450,000 0.03%
BEH (Note 3)
(BF5E3)
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DIRECTORS" INTERESTS AND SHORT POSITIONS IN SHARES AND

UNDERLYING SHARES(Contd)

LONG POSITIONS IN SHARES (Cont’d)
Notes:

1. The Shares are held by Ms. Chui Bo Lan, the spouse of Mr. Wan Wai Loi.

2. These Shares are directly held by Top Strong Holdings Limited, whose issued share capital
is 50% owned by Mr. Tsang Kang Po and 50% owned by the spouse of Mr. Tsang Kang Po.
Mr. Tsang Kang Po resigned as a non-executive director of the Company with effect from
1 July 2018.

3. Mr. Hubert Tsang is the Chief Information Officer of the Company who was granted share
options of the Company. Details of terms of share options are set out on page 35 of this
annual report.

Save as disclosed above, as at 31 March 2018, none of the Directors or chief executive of
the Company had any interests or short positions in the Shares, underlying Shares and
debentures of the Company or any of its associated corporations (within the meaning
of Part XV of the SFO) as recorded in the register required to be kept under section 352
of the SFO, or as otherwise notified to the Company and the Stock Exchange pursuant
to the Model Code.

At no time during the 2018 Financial Year were the rights to acquire benefits by means
of the acquisition of Shares in the Company granted to any directors or their respective
spouse or minor children, or were any such rights exercised by them; or was the
Company, its holding company or any of its subsidiaries a party to any arrangement to
enable the Directors to acquire such rights in any other body corporate.

INTERESTS OF THE SUBSTANTIAL SHAREHOLDERS

As at 31 March 2018 the following persons (not being a Director or chief executive 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:
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POSITIONS IN SHARES

LONG (L), SHORT (S), LENDING POOL (LP)
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Approximate

percentage
of issued
Capacity in which ordinary Number of share capital
shares were held ordinary shares of the Company
RAEATE BT
RARKEERZSH LTERHEE REAZBAEIL
Toray Industries, Inc. Beneficial Owner 405,394,000 (L) 28.03%
BEmia A
Schroders Plc Investment Manager 132,592,000 (L) 9.17%
RERE
JPMorgan Chase & Co. Beneficial Owner 1,713,049 (L) 0.12%
EmEAA 1,389,378 (5) 0.09%
Investment Manager 30,680,000(L) 2.12%
REKIR
Approved lending agent 40,116,585(LP) 2.77%
RERERIEA
Matthews International Investment Manager 74,786,000 (L) 517%
Capital Management, LLC QAR
Lam Wing Tak Beneficial Owner 14,566,000 (L)
MELTR EmfEE A
Interest of Spouse 1,087,000 (L)
JiNEL
Founder of a discretionary trust 80,000,000 (L)
DREEFEZEITA
95,653,000 6.61%
(Note 4)
(F3E4)
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POSITIONS IN SHARES (Cont'd)

LONG (L), SHORT (S), LENDING POOL (LP) (Cont'd)

Capacity in which ordinary

shares were held

RIFFEBERZ 55

Wong Bik Ha Beneficial Owner
BEE EmEAA

Interest of Spouse

Rt e (&)

HFRL) > KA(S) - AHEHRALP) ()

Number of
ordinary shares

EEKREE

1,087,000 (L)

14,566,000 (L)

Approximate
percentage

of issued

share capital

of the Company
RAABEHT
RAZBHNBED L

BB
Founder of a discretionary trust 80,000,000 (L)
EREEEZAIIA
95,653,000 6.61%
(Note 4)
(B 3E4)
HSBC International Trustee Limited Trustee 80,520,000 5.57%
Z3EA (Note 4)
(P 5E4)
BLWT Company Limited Interest in controlled corporations 80,000,000 5.53%
S A ERE R (Note 4)
(BFT5E4)
Fifth Element Enterprises Limited Beneficial Owner 80,000,000 5.53%
EnEAA (Note 4)
(P 5E4)

Note 4: Mr. Lam Wing Tak is the spouse of Ms. Wong Bik Ha, Ms. Wong Bik Ha is the spouse
of Mr. Lam Wing Tak. Fifth Element Enterprises Limited is wholly-owned by BLWT
Company Limited. BLWT Company Limited is wholly-owned by HSBC International
Trustee Limited, the trustee of the family trust of Mr. Lam Wing Tak. For the purpose
of the SFO, Mr. Lam Wing Tak is the founder of the family trust.
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SHARE OPTION SCHEME

Pursuant to the written resolutions of shareholders of the Company passed on 27
April 2007, the Company adopted the Share Option scheme subject to the terms and
conditions therein.

Options enabling the exercise of 22,820,000 shares were granted on 18 July 2007 (“1st
Grant”) and options enabling the subscription of 10,000,000 shares were granted on
11 October 2013 (“2nd Grant”), which expired on 17 July 2017 and will expire on 10
October 2023 respectively. The closing price of the share of the Company immediately
before the dates of the Tst Grant and the 2nd Grant were HK$4.86 and HK$10.06 per
share respectively.

A. SUMMARY OF THE SHARE OPTION SCHEME

1.

Purpose

The purpose of the Share Option Scheme is to provide the Company with a
flexible means of retaining, incentivising, rewarding, remunerating, compensating
and/or providing benefits to Eligible Persons (as defined in paragraph 2 below).

Participants
The Board may grant options to any “Eligible Person’, namely an employee,
director or non-executive director (including INED) of any Member of the Group.

"Member of the Group” means the Company, any holding company, subsidiaries
or affiliates of the Company or other companies or associated companies of
the Company which the Board determines will be subject to the Share Option
Scheme.

Maximum number of Shares

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 schemes must not
in aggregate exceed 10% of the Shares in issue as at the date of Listing of the
Shares on the Stock Exchange on 18 May 2007 (the “Listing Date”"), representing
143,293,600 Shares or 30% of the Shares of the Company in issue from time to
time.
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SHARE OPTION SCHEME (Contd)
A. SUMMARY OF THE SHARE OPTION SCHEME (Cont'd)

4. Maximum entitlement of each participant
The total number of Shares issued and to be issued upon exercise of the options
granted to each Eligible Person (including exercised and outstanding options)
in any 12-month period must not exceed 1% of the Shares in issue at the date
of grant of the option.

36

5. Time of exercise of options and duration of Share Option Scheme

(a)

(b)

General vesting period

The general vesting period for options granted under the Share Option
Scheme is 5 anniversary of grant date unless the Board specifies a different
vesting period under the terms of the offer. The option period will not be
more than 10 years from the date of grant.

An option may be exercised to the extent that it has vested and any
performance conditions or targets set by the Board have been met.

Duration of the Share Option Scheme
The duration of the Share Option Scheme shall be 10 years from the Listing
Date.

6. Exercise price and payment on grant

(a)

(b)

Exercise price

The exercise price for the Shares under the Share Option Scheme shall be
the price determined by the Board and notified to the option holder which
shall not be less than the higher of:

(i) the average closing price of the Shares for the five business days
immediately preceding the date of grant of the option as stated in the
Stock Exchange’s daily quotation sheets;

(i) the closing price of the Shares as stated on the Stock Exchange's daily
quotations sheet of the Shares on the date of grant of the option; and

(i) the nominal value of the Shares.

Payment on grant

Eligible Persons are not required to pay for the acceptance of an option
granted to them.

7. Remaining life of the Share Option Scheme
The Share Option Scheme will terminate automatically at midnight on the day
immediately before the 10th anniversary of the Listing Date, in other words, the
Share Option Scheme has terminated as at 17 May 2017.

Pacific Textiles Holdings Limited | 2017 / 2018 Annual Report

TS ()
A BB EISE ()
4. SESRETEEME LR

AR 2MEABE - BaEBALT
EREZBRE (BRESTERHER
TTEZBRE) MELIBTFEITZ
i@ TERBERERLZA
BTN Z1%

TEBREZKERBRETEZE

A

(@) —HREEH]
RIREE AR AT B D AR 2 —
MEBHARY BHSESF - BRIk
EZRBRBEE T ZBRIERS—
HEH- BRESMETEBA
B B EREET 105 o

BRERCBBRZENEZBUEM
HEEREE  RAGHXER
BT

(b) BBRIERTE)Z HIIR
R ERTE 2 HIR A LT H R
FF10%F ©

TEERRHENR

(@) TTEEE
BRETERETZRNITEER
HEEREETLBMNBRIERSE
A EZEBIBERA TSR
ZEREE

() EERBRERDAHMNOES
ERRBBZ S A RER
R 2 FHUTHE

(i REERHER L A ER BB 2 A
BHMERATRMD 2B
B R

(i) B 2 & °
(b) BT

BEBATBAREARTHRS
Z BB AR A AR o

NN

BB REST B SR B

Ml BN B EMAEE 108
FEREBR—BZEREBKLE -
ME 2 BRESEE R2017F58
17EEE -



SHARE OPTION SCHEME (Contd)

B. OPTIONS GRANTED BY THE COMPANY

As at 31 March 2018, all options under the 1st Grant were fully exercised, options
under the 2nd Grant to subscribe for an aggregate of 10,000,000 Shares granted to
eligible full-time employees on 11 October 2013 pursuant to the terms of the Share
Option Scheme remained outstanding, details of which were as follows:

Exercise
Price As at
Date of 158 Exercisable  01/04/2017

Grantee Grant HK$ Period R20175 Granted

ARA RHAM BT (yid 4518
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Number of share options
BREHE
Changes during the period As at

GlALL) 31/03/2018

Exercised Lapsed Forfeited R2018%F
BTt *% R 3A31A

Eligible Employees 18/07/2007 (1st Grant) 504 18/07/2010-17/07/2017 -
AERER 18/07/2007 (E—RE L)

(Note 1)

(M3E)

11/10/2013 (2nd Grant) 998 11/10/2016-10/10/2023 9,250,000

11102013 (FZRE )

Note 1: Share Options issued under 1st Grant are fully exercised.

The fair value of options of the 2nd Grant is approximately at an average of HK$1.85
per share on the basis of binomial model (the "“Model"). The significant inputs into
the Model were the closing price of the Share of the Company at the date of grant of
HK$9.98 per share, annual risk-free interest rate of approximately 2.09%, an expected
option life of approximate 10 years, expected volatility of 45% and annual dividend
yield of 9%. HK$ 1,696,000 amortised fair value of share options for the 2018 Financial
Year was charged to the consolidated income statement (2017: HK$2,856,000).

The Model was developed for use in estimating fair value of traded options that
are fully transferable. The Model requires input of highly subjective assumptions,
including the expected stock price volatility. Since the Company's share options
have characteristics significantly different from those of traded options, and because
change in the subjective input assumptions can materially affect the fair value
estimate, the Model does not necessarily provide a reliable measure of the fair value
of the share options.

Save as disclosed below, no option had been granted to the Directors, chief
executive or substantial shareholders of the Company or their respective associates
under the Share Option Scheme:

450,000 options were granted to Mr. Tsang Sian Chung, Hubert an employee who
is also an associate of Mr. Tsang Kang Po, a non-executive Director of the Company
as at the date of grant of share options.
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CONTINUING CONNECTED TRANSACTIONS

Certain related party transactions set out in note 32 to the consolidated financial
statements also constitute continuing connected transaction under the Listing Rules.

During the 2018 Financial Year, the Group had the following continuing connected
transactions not exempted under the Listing Rules 14A.33 respectively:

(1) SALE OF KNITTED FABRIC TO CRYSTAL GROUP

38

During the 2018 Financial Year, the Group has conducted business pursuant to
an agreement in relation to sale of knitted fabrics manufactured or owned by the
Group to Crystal International Group Limited (“Crystal” together with its subsidiaries,
referred to as “Crystal Group”) dated 26 June 2015, with its term up to 31 March 2018
("Crystal Group Sale and Purchase of knitted Fabric New Master Agreement”). The
annual caps for each of the financial years ending 31 March 2016, 31 March 2017
and 31 March 2018 are HK$2,000 million for each of the said years. Details of the
Crystal Group Sale and Purchase of knitted Fabric New Master Agreement were set
out in the Company’s announcement dated 26 June 2015.

During the 2018 Financial Year, the total transaction amount between Crystal Group
and the Group was approximately HK$948 million, which was within the relevant
annual cap.

According to the Listing Rules, by virtue of its shareholding in PCGT Limited, an
indirect non-wholly-owned subsidiary of the Company, Crystal is a substantial
shareholder (as defined in the Listing Rules) and hence a connected person of the
Company. Crystal Group is therefore also regarded as connected person of the
Company.

In accordance with rule 14A.55 of the Listing Rules, the independent non-executive
directors of the Company reviewed the continuing connected transactions in the
paragraph above and confirmed that the transactions were entered into:

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

(i) on normal commercial terms or better; and

(iii) according to the relevant agreement governing them on terms that are fair and
reasonable and in the interests of the shareholders of the Group as a whole.

Pursuant to rule 14A.56 of the Listing Rules, the Company's external auditor,
PricewaterhouseCoopers (“PwC") was engaged to report on the Group's continuing
connected transactions in accordance with Hong Kong Standard on Assurance
Engagements 3000 (Revised) “Assurance Engagements Other Than Audits or Reviews
of Historical Financial Information”and with reference to Practice Note 740 "Auditor’s
Letter on Continuing Connected Transactions under the Hong Kong Listing Rules”
issued by the Hong Kong Institute of Certified Public Accountants. PwC has issued an
unqualified letter containing findings and conclusions in respect of the continuing
connected transactions disclosed by the Group in accordance with rule 14A.56 of
the Listing Rules. A copy of the auditor’s letter has been provided by the Company
to the Stock Exchange.
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CONTINUING CONNECTED TRANSACTIONS (Cont'd)

(2) SALE OF YARNS BY TORAY TO THE GROUP

(3

—

During the 2018 Financial Year, the Group has conducted business pursuant to an
agreement in relation to sale of yarns by the Toray Industries, Inc. (“Toray’, together
with its subsidiaries, “Toray Group”) to the Group dated 28 July 2017, for a period
ending 31 March 2020. The annual caps for each of the financial years ending 31
March 2018, 31 March 2019 and 31 March 2020 are HK$230 million for each of the
said years.

According to the Listing Rules, Toray is a substantial shareholder of the Company and
hence a connected person of the Company. Toray Group is therefore also regarded
as connected person of the Company.

During the 2018 Financial Year, the total transaction amount between Toray Group
and the Group was approximately HKS$ 135 million, which was within the annual cap.

In accordance with rule 14A.55 of the Listing Rules, the independent non-executive
directors of the Company reviewed the continuing connected transactions in the
paragraph above and confirmed that the transactions were entered into:

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

(i) on normal commercial terms or better; and

(i) according to the relevant agreement governing them on terms that are fair and
reasonable and in the interests of the shareholders of the Group as a whole.

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

SALE OF PRODUCTS TO HC COMPANIES

During the Financial Year 2018, the Group had sold knitted fabrics to companies in
which Mr. Henry Choi has substantial interest (the "HC Companies”). Mr. Henry Choi,
is the son of Mr. Choi Kin Chung, a director of the Company and hence he and the
HC Companies, are regarded as connected persons of the Company by virtue of
Listing Rule 14A.07. Transactions with HC Companies were on normal commercial
terms where all percentage ratios on an annual basis were less than 0.1%, and were
fully exempted under Listing Rule 14A.76(1).
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AUDIT COMMITTEE

An audit committee (the "Audit Committee”) was established by the Board with written
terms of reference in compliance with the CG Code contained in Appendix 14 to the
Listing Rules. The Audit Committee comprises three INEDs, namely Mr. Sze Kwok Wing,
Nigel, Mr. Ng Ching Wah and Dr. Chan Yue Kwong, Michael. Mr. Sze Kwok Wing, Nigel is
the chairman of the Audit Committee. The Audit Committee has reviewed the financial
statements of the Group for the 2018 Financial Year and discussed with the management
and the auditor of the Company on the accounting principles and practices adopted by
the Group and internal controls and financial reporting matters.

Pursuant to the recent development of CG Code contained in Appendix 14 to the Listing
Rules, updated “Terms of Reference” for Audit Committee was adopted in March 2016.

CORPORATE GOVERNANCE

Principal corporate governance practices adopted by the Company are set out in the
Corporate Governance Report from pages 41 to 54 of this annual report.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and within the
knowledge of the Directors, as the latest practicable date prior to the issue of this
annual report, there is sufficient public float of more than 25% of the issued shares of
the Company as required under the Listing Rules.

AUDITOR

The consolidated financial statements for the 2018 Financial Year have been audited by
PricewaterhouseCoopers. A resolution to re-appoint PricewaterhouseCoopers as auditor
of the Company will be proposed for approval by shareholders of the Company at the
forthcoming AGM of the Company.

On behalf of the Board
Wan Wai Loi

CHAIRMAN
Hong Kong, 21 June 2018
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CORPORATE GOVERNANCE REPORT

The Board is committed to maintaining high standard of corporate governance to
enhance transparency and accountability and to safeguard interests of shareholders of
the Company. The Group reviews corporate governance practices from time to time to
ensure that business activities and decision making processes are properly regulated.

A. CORPORATE GOVERNANCE PRACTICE OF THE COMPANY

The Company has complied with the applicable code provisions and certain
recommended best practices set out in the CG Code contained in Appendix 14 to
the Listing Rules where suitable to the Company so as to enhance the corporate
governance standard of the Company throughout the 2018 Financial Year.

During the year, Mr. Wan Wai Loi, served as chairman and the chief executive officer
of the Company, hence the Company does not comply with the code provision
A.2.1 of the CG Code which requires that the roles of chairman and chief executive
officer should be separate and should not be performed by the same individual.
While the dual role arrangement have provided strong leadership and facilitates
the implementations of the Group’s business strategies, the Group will nevertheless
review the structure from time to time in light of the prevailing circumstance.

B. THE BOARD

1. RESPONSIBILITIES OF THE BOARD

The Board is responsible for leadership and control of the Company, the Board
is responsible for formulation of strategic, management and financial objectives
of the Group and ensuring that interest of shareholders are protected. Daily
operations and administration of the Group are delegated to the executive
Directors and the management. The Board has established Board committees
and has delegated to these committees various responsibilities as set out in their
respective terms of reference. All relevant terms of reference are published on
the websites of the Stock Exchange and the Company.

The Company and the Board requires each Director to keep abreast of his
responsibilities as a Director of the Company and of the business and operating
activities and development of the Company. Every Director is required to devote
sufficient time and involvement in the affairs of the Board and material matters
of the Company and to serve the Board with such degree of care and due
diligence given his own expertise, qualification and professionalism.

Executive Directors are responsible for management of the different aspects
or functions of business of the Group. The non-executive Directors provide
their opinion on business strategy of the Company and reviewed financial and
operation performance of the Group. The INEDs served the Audit Committee,
the Remuneration Committee and the Nomination Committee and provide
independent review on issues of strategic direction, development, performance
and risk management of the Group.

All Directors have been updated and briefed relevant changes in legal and
regulatory matters to ensure that they have a proper understanding of the
operations and business of the Company and that they are fully aware of their
responsibilities under applicable laws and regulations.
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B. THE BOARD (Contd)

2. DELEGATION OF MANAGEMENT FUNCTION

The Board is responsible for making all major decisions of the Company,
including approval and monitoring of all major policies, overall strategies and
budget, internal control, risk management framework, significant financial
and operational matters as well as nomination of directors. The day-to-day
management and operation of the Company are delegated to the management
team of the Company, under the supervision of the Executive Directors.
Executive Directors normally meet on an informal basis and participate in
senior management meetings on a regular basis to keep abreast of the latest
operations and performance of the Group and to monitor and ensure the
management carry out directions and strategies set by the Board correctly and
appropriately.

COMPOSITION OF THE BOARD

The Board currently has 8 members consisting of 4 executive Directors, 1
non-executive Director and 3 INEDs. Profiles of the Directors are set out on pages
13 to 15 of this annual report and are available on the website of the Company.
The Board comprises the following Directors:

Executive Directors

Mr. WAN Wai Loi (Chairman and Chief Executive Officer)

Mr. LAU Yiu Tong (Vice Chairman with effect from 1 July 2017, and re-designated as
Executive Director from Non-executive Director from 1 July 2017)

Mr. TOU Kit Vai (Chief Financial Officer, and appointed as Executive Director with
effect from 1 July 2017)

Mr. Toshiya ISHII(appointed as Executive Director on 1 October 2017)

Non-executive Director
Mr. CHOI Kin Chung

Independent Non-executive Directors
Dr. CHAN Yue Kwong, Michael

Mr. NG Ching Wah

Mr. SZE Kwok Wing, Nigel

There is no financial, business, family or other material relationships among

Directors. The list of Directors and their role and function are published on the
website of the Stock Exchange and the Company.
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B. THE BOARD (Contd)

3. COMPOSITION OF THE BOARD (Cont'd)

The composition of the Board is well-balanced with Directors having sales and
marketing experience and technical knowledge in fabric business, administration
and management experience in the PRC factories, financial and accounting
skill is appropriate for effective decision making, taking into account the nature
and scope of business operations and development of the Group. The Board
considers that each of the Non-executive Directors and INEDs brings his own
relevant expertise to the Board.

As permitted under the Articles, the Company has arranged Directors and
Officers Liability Insurance in respect of any legal actions which may be taken
against Directors and management in execution and discharge of their duties
or in relation thereto.

APPOINTMENT, RE-ELECTION AND REMOVAL OF DIRECTORS

The Board is empowered under the Articles to appoint any person as a Director
to fill @ casual vacancy on or as an additional member of the Board. Suitable
candidates who are experienced and competent and able to fulfil fiduciary
duties and duties of skill, care and diligence would be recommended to the
Board.

If a shareholder wishes to propose a person for election as a Director at the
AGM, the shareholder can deposit a written notice to that effect at the registered
office of the Company for the attention of the Company Secretary. Procedures
for shareholders to propose a person for election as a director are published on
the website of the Company.

Each of the executive Directors was appointed for an initial term of two years
and each service agreement are renewable thereafter until terminated by either
party by giving to the other party at least six months’ prior notice in writing.

Each of the non-executive Directors (including the INEDs) was appointed for
a specific term of two years. The term of the appointment has been extended
thereafter.

All Directors are subject to retirement by rotation and are eligible for re-election
pursuant to the Articles. Pursuant to the Articles, any Director appointed by
the Board either to fill a casual vacancy or as addition to the Board shall retire
and be eligible for re-appointment at the next following general meeting after
appointment. In addition, at every AGM, one-third of the Directors, including
the Chairman, shall be subject to retirement by rotation and re-election
by shareholders. The Directors appointed by the Board who are subject to
retirement and re-election as mentioned above shall be taken into account in
calculating the total number of Directors for the time being but shall not be
taken into account in calculating the number of Directors who are to retire by
rotation. All Directors eligible for re-election shall have their biographical details
made available to shareholders to enable them to make an informed decision
on their re-election.
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4. APPOINTMENT, RE-ELECTION AND REMOVAL OF DIRECTORS (Cont'd)

Any appointment, resignation, removal or re-designation of Director shall be
timely disclosed to shareholders by announcement and shall include in such
announcement, reasons given by the Director for his resignation.

INDUCTION AND CONTINUING DEVELOPMENT FOR DIRECTORS

Every newly appointed Director has been provided with comprehensive and
tailored induction of business operation of the Group, including a site visit of
our factory in China on the first occasion of his appointment.

All Directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills. The Company
from time to time updates the Directors on the latest development on the
Listing Rules and other applicable regulatory requirements to ensure their
contribution to the Board remains informed and relevant.

According to the training record provided by the Directors, a summary of
training record of all Directors during the 2018 Financial Year is as follows:

@ T 0 D

Corporate
governance
CREER
Executive Directors HITES
Mr. WAN Wai Loi FEREE
Mr. LAU Yiu Tong BIRRSE
Mr. TOU Kit Vai AL &
Mr. Toshiya ISHII AHEREE
Non-executive Directors FHITES
Mr. CHOI Kin Chung gl o

MM A (FR2017F108
27 BEHE (FisE1))

Mr. IP Ping Im (deceased on
27 October 2017) (Note 1)

Mr. TSANG Kang Po EIR R T
Mr. LAM Wing Tak MEREEE
(resigned on 22 May 2017) (201755 A22 A BHE)
INEDs BYEHITES
Dr. CHAN Yue Kwong, Michael PRIGHIE T
Mr. NG Ching Wah RBEESLE
Mr. SZE Kwok Wing, Nigel i =iE <P

Type of trainings

A. Attending briefings, seminars, webinar or training courses

B. Reading materials

Note 1: Information of training records were not available to the Company and
obtaining a confirmation on such training is not feasible.
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6. EXREBERRRAE

B. THE BOARD (Contd)

6. THE BOARD MEETINGS AND GENERAL MEETINGS

NUMBER OF MEETINGS

The Board meets at least 4 times per year and additional meetings are convened
when deemed necessary by the Board. The schedule of regular meetings for the
whole year has been informed to each Director. The attendance record of the
Directors is set out on page 46 of this annual report.

During the 2018 Financial Year, the Board held 4 meetings to approve interim
and final results announcements, interim report and annual report, to consider
dividend policy, to discuss significant issues and general operation of the
Company.

The Company held an annual general meeting on 10 August 2017. All proposed
Shareholders resolution put forwarded were resolved by poll vote and were
duly passed. The vote tally of each resolution was set out in the Company's
announcement released on the even date.

PRACTICE AND CONDUCT OF MEETINGS

Notices of Board meeting will be served to all the Directors at least 14 days
before the meeting. Notices and agenda of the Board meeting are prepared
by the Company Secretary as delegated by the Chairman. All the Directors are
given opportunity to include any matters which they believe to be appropriate
in the agenda of the Board meetings.

Agenda and relevant information of Board meeting with adequate background
information and supporting analysis are made available to the Directors at least
3 days before the intended date of the Board meeting. All the Directors are
given separate and independent access to the Company’s senior management
for further information and enquiries. The Company Secretary and relevant
senior management members attends all the meetings of the Board and Board
committees to advise on corporate governance, statutory compliance and
financial matters.

Any material matters that would have conflict of interest between the directors/
substantial shareholders and the Company will be dealt with in the Board
meeting. Pursuant to the Articles, a Director is not entitled to vote on (nor is
counted in the quorum) any resolution of the Board in respect of any contract
or arrangement or any other proposal whatsoever in which he or any of his
associates (including any person who would be deemed to be an “associate” of
the Directors under the Listing Rules) has any material interest, except in certain
special circumstances. The chairman of the Board meeting is required to ensure
that each Director is aware of such requirement at the commencement of each
Board meeting and declaration of interest is properly made in the Board meeting
where conflicts of interest arise.
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6. THE BOARD MEETINGS AND GENERAL MEETINGS (Cont'd)

PRACTICE AND CONDUCT OF MEETINGS (Cont'd)

Directors have access to advices and services of the Company Secretary and
key officers of the Company in relation to the Board procedures. Draft minutes
of the Board/Board committee meetings recorded in sufficient details, the
matters considered by participants of such meetings and decisions reached
are forwarded to participants for comments within a reasonable time after the
meetings and final versions of minutes of Board meetings and meetings of Board
committee are kept by the Company Secretary, which are open for inspection
by any Directors at any reasonable time on reasonable notice.

Board members are provided with complete, adequate and timely information to
allow the Directors to fulfil their duties properly. Directors may seek independent
professional advice at the Company’s expense, if necessary, with the approval
of the Board.

ATTENDANCE OF MEETINGS

The attendance record of each Director at the meetings of the Board, the Audit
Committee, Remuneration Committee, Nomination Committee and AGM during
the 2018 Financial Year are set out as follows:

B é%ﬁ(@)
EERARRBRAR (4)
FRRARESF (8
SEEMESARARANENTE
ﬁi%fﬁﬁ%%%&f%ﬁﬁﬂ%

EER/HBTEARRHER
R p eyl
EREHAAE - WRERENHA D

HRNAZSEZERTEASERER
R -EXZREEBETZESSHCE
??ﬁiﬁﬁa NRMEFE - TAES

BERMEA - BHARBARAE
F)ﬁﬁ%ﬁiﬁ

&
gl

xER

EERMEKBRMHTE

R2E&EH - AMEEERAE

HBE BFUERER

ERMER  ASRBYE
ERAARREN -

X

mErHHD}E

i
EHETT
IS EEES

HEeEER

X%%B@omiﬁmﬁfﬁﬁfﬁtﬂ RE
£P EXZEE FHEZES IR
%2%@@5%&&%%@@#:@2%&@%

;AT
Meetings attended/Meetings held
HESEAH BITERAE
Audit Remuneration Nomination
Committee Committee Committee
BEREEE ¥ HMZEEE REZEE
Executive Directors HITES
Mr. WAN Wai Loi FEREE
(Chairman and (FEF#F
Chief Executive Officer) T AEEE) 3/4 N/A NEM 1/2 1/2 /1
Mr. LAU Yiu Tong Elhdabtes
(Vice Chairman) (BI1FE) 4/4  N/ATiEA 2/2 2/2 1/1
Mr. TOU Kit Vai AR E 3/3  4/4(Note 1) N/ATERE  N/ATEA 1/1
(BfFEET)
Mr. Toshiya ISHII AHEREE 22 N/ATEA NATER  NATEAR  NATEB
Non-executive Directors FHITES
Mr. CHOI Kin Chung @it 44 N/ATER  NATER NATEA 1
Mr. IP Ping Im (deceased on AL E (742017
27 October 2017) F10A27 BEEt) 2/2  N/AREA  NATEA NATEA 1/1
Mr. TSANG Kang Po R A
(resigned on 1 July 2018) (720184
7A1BEHT) 4/4  N/ATER  NATER NATEA N
Mr. LAM Wing Tak MERIEEAE
(resigned on 22 May 2017) (20174
SA22BEHT) 0/0  NATEA NATEA NATER  NATEA
INEDs BIFHTES
Dr. CHAN Yue Kwong, Michael #8185+ 4/4 4/4 2/2 2/2 1/1
Mr. NG Ching Wah fﬁ;aiffﬁi 4/4 4/4 2/2 2/2 I
Mr. SZE Kwok Wing, Nigel FEBISR S 2/4 4/4 2/2 2/2 0/1
Note 1: attend to all the meetings in capacity as CFO BESE : LA B TSR B 55 R B
S
= R
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B. THE BOARD (Contd)

7. INEDS
The Board at all times met the requirements of the Listing Rules relating to the
appointment of at least 3 INEDs with at least one INED possessing appropriate
professional qualifications, or accounting or related financial management
expertise throughout the 2018 Financial Year.

During the period from 1 October 2017 to 27 October 2017, the Board comprises
10 members with four Executive Directors (upon the appointment of Mr. Ishii
as Executive Director), three Non-executive Directors and 3 Independent
Non-executive Directors. As a result, the number of Independent Non-executive
Directors is less than one-third of the Board which is below the minimum
requirement prescribed under Rule 3.10A of the Listing Rules. The number of
Board members reduced to 9 following the passing away of one of the Board
member (Mr. Ip Ping Im) on 27 October 2017, and there is no non-compliance
with Rule 3.10A.

C. CHAIRMAN AND CHIEF EXECUTIVE

The Chairman of the Board provides leadership for the Board and is responsible for
chairing the meetings, managing the operations of the Board and ensuring that all
matters submitted for discussion are discussed by the Board in timely and orderly
manner. The Chief Executive Officer is responsible for leading the management team
and overseeing the operations for the Group.

The Chairman and Chief Executive Officer of the Company are Mr. Wan Wai Loi, hence
the Company does not comply with the code provision A.2.1 of the CG Code which
requires that the roles of chairman and chief executive officer should be separate
and should not be performed by the same individual.

For the previous years, Mr. Wan provides the Company with strong and consistent
leadership and facilitates the implementation and execution of the Group's business
strategies in an efficient manner. The Group has been consistently reviewing the
suitability of the current unified role practice and to split the dual roles as the Group's
business and circumstances evolves to fit the dual roles approach.

With the support of the Company Secretary, the Chairman ensures all the Directors
are properly briefed on issues arising at the Board meetings and be provided with
adequate information in a timely manner. Mr. Lau Yiu Tong is appointed as Vice
Chairman effective from 1 July 2017, and re-designated as Executive Director from
non-Executive Director. Prior to that, the Vice-Chairman was Mr. Tsang Kang Po
(Vice-chairman until 1 July 2017, and re-designated as a non-Executive Director on
the even date, resigned on 1 July 2018).
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CHAIRMAN AND CHIEF EXECUTIVE (Cont'd)

The Company has received an annual written confirmation from each of the INEDs
of their independence pursuant to Rule 3.13 of the Listing Rules and considers
them to be independent of the management and free of any relationship that could
materially interfere with the exercise of their independent judgement.

BOARD COMMITTEES

The Board has established 3 main Board Committees, namely, the Audit Committee,
the Remuneration Committee and the Nomination Committee, each chaired
by different INED, to assist the Board for overseeing particular aspects of the
Company's affairs. Board Committees report to the Board of their decisions and
recommendations at the Board meetings.

The terms of reference (as revised) setting out the principles, procedures and
arrangements of the Audit Committee, the Remuneration Committee and the
Nomination Committee have been reviewed by the Board with reference to the CG
Code and are published on the website of the Stock Exchange and the Company.

The Board Committees are provided with sufficient resources to discharge their
duties and, upon reasonable request, are able to seek independent professional
advice in appropriate circumstances, at the Company’s expenses.

AUDIT COMMITTEE

The Audit Committee was established on 27 April 2007 with written terms of
reference in compliance with the CG Code. The primary duties of the Audit
Committee are reviewing, overseeing and supervision of the effectiveness of the
Group's financial reporting process, risk management and internal control systems.

The members of the Audit Committee are Mr. Sze Kwok Wing, Nigel; Mr. Ng Ching
Wah and Dr. Chan Yue Kwong, Michael, all of them are INEDs. Mr. Sze Kwok Wing,
Nigel, a Fellow of CPA Australia, is the chairman of the Audit Committee.

The Audit Committee has reviewed with the management in conjunction with the
auditor, the audited annual consolidated financial statements of the Group for the
2018 Financial Year and the accounting principles and practices adopted by the
Group. The Annual Report for the 2018 Financial Year has been reviewed by the
Audit Committee.

The Audit Committee held 4 meetings during 2018 Financial Year. The major work
performed by the Audit Committee in respect of 2018 Financial Year included
approving the terms of engagement (including the remuneration) of the external
auditor; reviewing the unaudited interim financial information and interim results
announcement for the six months ended 30 September 2017; reviewing the audited
annual financial information and final results announcement for 2018 Financial
Year; reviewing the work of the Group’s internal audit department, assessing the
effectiveness of the Group's systems of risk management and internal control and
reviewing the effectiveness of the whistleblowing policy and the incidents reported
through such channel. The attendance of the Directors for the Audit Committee
meetings is set out in the table on page 46 of this annual report.
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D. BOARD COMMITTEES (Contd)

AUDIT COMMITTEE (Cont'd)
The Audit Committee has reviewed the scope and results of the audit and its cost
effectiveness and the independence and objectivity of the Company’s auditor.

The fees in respect of audit and non-audit services provided by the Company’s

auditor during the years under review (and the previous year) were as follows:

Audit Services BRI
Non-audit Services IEEIZ R
- Tax consultation services — BB RS

The Audit Committee has undertaken a review of all non-audit services provided by
the Company’s auditor and concluded that in their opinion such services did not
affect the independence of the auditor.

The Audit Committee recommended to the Board on re-appointment of
PricewaterhouseCoopers as the Company’s external auditor for the ensuing year
and the related resolutions shall be put forth in the forthcoming AGM.

NOMINATION COMMITTEE

The Nomination Committee was established on 27 April 2007 with written terms of
reference in compliance with the CG Code. The primary duties of the Nomination
Committee are to make recommendations to the Board on appointment of Directors
with due regard to diversity of the Board and management of the Board succession.

The members of the Nomination Committee are Mr. Ng Ching Wah; Dr. Chan Yue
Kwong, Michael; Mr. Sze Kwok Wing, Nigel (who are INEDs); Mr. Tsang Kang Po
(ceased to be a member since 1 July 2017 and resigned as director on 1 July 2018)
and Mr. Wan Wai Loi (who are executive Directors). Mr. Lau Yiu Tong is appointed as
a member since 1 July 2017. Mr. Ng Ching Wah is the chairman of the Nomination
Committee.
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BOARD COMMITTEES (Cont'd)

NOMINATION COMMITTEE (Cont'd)

The Nomination Committee met once during the 2018 Financial Year and reviewed
the implementation of the board diversity policy (“the Policy”). The Policy sets out
the approach to achieve diversity on the Board. In reviewing and assessing the Board
composition, the Nomination Committee will consider a number of factors, including
but not limited to educational background, professional qualifications, skills, industry
experience, age, gender and ethnic origin, subject to the actual situation of the
Company and relevant provisions under the applicable laws. Restrictions like
age, gender and ethnic origin will not be set when short-listing of director’s
candidates. The major work performed by the Nomination Committee in respect
of the 2018 Financial Year included assessing independence of the independent
non-executive directors and make recommendation in compliance with the Policy
on re-election of Directors of the Company to subject to rotation requirements at
the forthcoming AGM (including the new director appointed by the Board who is
subject to re-election requirement under rule 114 of the Articles). The attendance
of the Directors for the Nomination Committee meeting is set out in the table on
page 46 of this annual report.

REMUNERATION COMMITTEE

The Remuneration Committee was established on 27 April 2007 with written terms of
reference in compliance with the CG Code. The primary duties of the Remuneration
Committee are to review the terms of remuneration packages, bonuses and
other compensation payable to Directors and senior management of the Group
with reference to the nature of their work, complexity of the responsibilities and
performance and to make recommendations to the Board. No director is allowed
to take part in any discussion about his own remuneration.

The members of the Remuneration Committee are Dr. Chan Yue Kwong, Michael; Mr.
Sze Kwok Wing, Nigel and Mr. Ng Ching Wah (who are INEDs) and Mr. Tsang Kang Po
(ceased to be a member since 1 July 2017 and resigned as director on 1 July 2018)
and Mr. Wan Wai Loi (who are executive Directors). Mr. Lau Yiu Tong is appointed as
a member since 1 July 2017. Dr. Chan Yue Kwong, Michael is the chairman of the
Remuneration Committee.

The Remuneration Committee met once during the 2018 Financial Year. The major
work performed by the Remuneration Committee for the 2018 Financial Year
included reviewing the remuneration of the Directors and senior management
with reference to the remuneration level of directors and senior management of
comparable listed companies. The attendance of the Directors for the Remuneration
Committee meeting is set out in the table on page 46 of this annual report.

Details of the remuneration of the Directors disclosed pursuant to Section 161 of the
Hong Kong Companies Ordinance and Appendix 16 of the Listing Rules are set out in
note 34 to the consolidated financial statements. Executive Directors remuneration
shall from time to time be determined by the Remuneration Committee with
reference to the Directors’ duties and responsibilities.
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E. CORPORATE GOVERNANCE FUNCTIONS

The Board should be responsible for performing corporate governance duties as
follows:

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

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

(c) toreview 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 and compliance manual
applicable to employees and Directors; and

(e) to review the Company’s compliance with the CG Code and disclosure in the
Corporate Governance Report.

COMPANY SECRETARY

The Company Secretary, Ms. Chan Sau Yee appointed on the 23 November 2017,
is a full-time employee of the Company, report directly to the Board. The Directors
have access to the advice and services of the Company Secretary to ensure the
Board procedure and applicable rules are followed. During the 2018 Financial Year,
the Company Secretary has complied with Rule 3.29 of the Listing Rules by taking
no less than 15 hours of relevant professional training.

. DIRECTORS' SECURITIES TRANSACTIONS

The Company has adopted the Model Code set out in Appendix 10 to the Listing
Rules as its own code of conduct regarding securities transactions by the Directors.
Having made specific enquiries of all Directors, all current Directors have confirmed
that they had complied with the Model Code throughout the 2018 Financial Year.

. DIRECTORS"RESPONSIBILITY FOR FINANCIAL REPORTING

The Board acknowledges its responsibility for preparing the Company’s financial
statements for 2018 Financial Year which give a true and fair view of financial
position of the Group and in accordance with statutory requirements and
applicable accounting standards. The Company’s interim report and annual report
are prepared and published in accordance with statutory requirements and Hong
Kong Financial Reporting Standards in a timely manner required under the Listing
Rules. Directors are provided with adequate information to enable them to make
an informed assessment of financial and other information on matters for their
approval. Furthermore, Directors are provided with monthly updates on the Group's
performance to enable the Directors to discharge their duties.

The statement of the auditor of the Company regarding their reporting responsibility
to shareholders on the consolidated financial statements of the Group is set out in
the Independent Auditor’s Report on pages 55 to 60 of this annual report.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Group has established risk management and internal control systems to
safeguard shareholders’investment and assets of the Group. The Board acknowledges
its responsibility for the risk management and internal control systems of the Group.
From time to time and at least annually, the Board, through the Audit Committee,
reviews the effectiveness of the risk management and internal control systems
of the Group in order to ensure that they meet with the ever changing business
environment as well as the requirements under the Listing Rules. To enhance
the objectiveness and credibility of the review, an independent consultancy firm
has been engaged to periodically conduct the appraisal of the adequacy and
effectiveness of the Group’s risk management and internal control system.

During the year ended 31 March 2018, the Board, assisted by the Audit Committee,
assessed the effectiveness of the risk management and internal control system of
the Group by reviewing the investigation results of management report and internal
audits, and considered that the risk management and internal control system of the
Group for the year ended 31 March 2018 was effective and adequate.

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

During the 2018 Financial Year, the Board has reviewed effectiveness of the
Group's internal control systems, including financial, operational and compliance
controls and risk management functions, adequacy of resources, qualifications and
experience of staff of the Company’s accounting and financial reporting function,
and training programmes and budget, through the Internal Audit Department and
the Audit Committee with assistance of an international independent risk consulting
firm.

The Company has a whistleblowing policy and system which enables employees
to raise concern, in confidence, about the possible improprieties in any matter
relating to the Company, reported case will be assessed with due care, and for valid
compliant, appropriate action will be taken to address the concern.
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COMMUNICATION WITH SHAREHOLDERS

The Board recognises the importance of continuing communications with
shareholders and strives to ensure timeliness, completeness and accuracy of
information disclosure to shareholders and to the protection in the interests of
shareholders.

The Board has established a shareholders’communication policy and review it on a
regular basis to ensure its effectiveness. As a channel to further promote effective
communication, the Group maintains a website, allowing shareholders to access
updates on the Company’'s particulars where the Company's announcements,
financial information, shareholders’ communication policy and other information
are posted.

The Board maintains an on-going dialogue with shareholders through general
meeting of the Company to communicate with shareholders. The Chairman of the
Board, the representative of each committee and the external auditor has attended
the general meeting to answer any questions from shareholders. Separate resolutions
are proposed at general meetings on each substantially separate issue. A shareholder
is permitted to appoint any number of proxies to attend and vote in his stead.

To promote effective communication, the Company maintains a website,
www.pacific-textiles.com. Where information and updates on the Company’s
business developments and operations, financial information, corporate governance
practices and other information are available for public access.

. SHAREHOLDERS' RIGHTS

PROCEDURES FOR CONVENING AN EXTRAORDINARY GENERAL MEETING
Any two or more shareholders, or any one shareholder which is a recognised clearing
house (or its nominee(s)), holding not less than one- tenth of the paid-up capital of
the Company may, in accordance with requirements and procedures set out in the
Articles of Association of the Company, make a requisition to the Board to convene
an extraordinary general meeting of the Company and putting forward proposals
at the meeting. The objects of the meeting must be stated in the written requisition
which must be signed by the requisitionist(s) and deposited at the Company’s
principal place of business in Hong Kong.

There are no provisions allowing shareholders to put forward new resolutions
at general meetings under Cayman Islands law or the Articles of Association of
the Company. Shareholders who wish to put forward a resolution may request
the Company to convene an extraordinary general meeting in accordance with
procedures set out above.
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SHAREHOLDERS' RIGHTS (Contd)

PROCEDURES FOR CONVENING AN EXTRAORDINARY GENERAL MEETING
(Cont'd)

NOTICE OF GENERAL MEETINGS

The notice of all general meeting will be sent in accordance with the Articles and
requirement of Listing Rules. Notice of AGMs are sent to all shareholders at least 20
clear business days before the meeting and the notice of all other general meetings
to be sent at least 10 clear business days.

VOTING BY POLL

At the general meetings, the Chairman exercised his power under the Articles
to put each resolution set out in the notice to be voted by way of a poll and
explained detailed procedures for conducting a poll, and answered questions from
shareholders. The results of the poll, if any, are published on websites of the Stock
Exchange and the Company.

PROCEDURES FOR RAISING ENQUIRIES

Shareholders should direct their questions about their shareholdings to the
Company'’s Hong Kong Branch Share Registrar, Computershare Hong Kong Investor
Services Limited (Address: 17M/F., Hopewell Centre, 183 Queen’s Road East, Wanchai,
Hong Kong and Telephone: (852) 2862 8555).

Shareholders who have any questions for the Board may send written enquiries
together with their detailed contact information, such as postal address or e-mail
address, by post to the Company’s principal place of business in Hong Kong or by
e-mail to ir@pacific-textiles.com for attention of the Company Secretary.

The Board also encourages shareholders to attend general meetings to make
enquiries with the Board directly.

CONSTITUTIONAL DOCUMENTS

The memorandum and articles of association of the Company is published on the
websites of the Company and the Stock Exchange. During the 2018 Financial Year, there
was no change to the memorandum and articles of association of the Company.
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF PACIFIC TEXTILES HOLDINGS LIMITED

(incorporated in Cayman Islands with limited liability)

OPINION
What we have audited

The consolidated financial statements of Pacific Textiles Holdings Limited (the “Company”)
and its subsidiaries (the “Group”) set out on pages 61 to 153, which comprise:

the consolidated balance sheet as at 31 March 2018;

the consolidated statement of profit or loss for the year then ended;

the consolidated statement of comprehensive income for the year then ended;
the consolidated statement of changes in equity for the year then ended;

the consolidated statement of cash flows for the year then ended; and

the notes to the consolidated financial statements, which include a summary of
significant accounting policies.

Our opinion

In our opinion, the consolidated financial statements give a true and fair view of the
consolidated financial position of the Group as at 31 March 2018, 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 believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Independence
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.
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INDEPENDENT AUDITOR'S REPORT
BURHERE

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the consolidated financial statements of the current period.
We considered “Revenue recognition” as a key audit matter that was 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 this matter.

Key Audit Matter

HEFNER

HEFAER

MRETFHERBRMANEXHE - RA
HABMGEAVBEBRRNEFRAEENS
B o BfIRA [WARER] DERERAER
EERMEAEREAMBRRREARR
RETRERN - HATHZEREHERN
BR o

How our audit addressed the Key Audit Matter
BHWETNAEERARESEE

Revenue Recognition

LON 4

Refer to note 2.22 for the Group's accounting policies on revenue
recognition and note 5 for the analysis of revenue from sales of
goods for the year ended 31 March 2018.

B BEEFEANBKRARRNETBE S2HH=E
222° BEAEHZE2018F3A3B L FEEHEERATBRAND
- B2EKEES -

Revenue from sales of goods for the year ended 31 March 2018
amounted to HK$6,098,153,000. The Group has operations in
several geographical locations, and derives revenue from sales to
multiple customers.

HZE2018F3 A31 HIEFEHEERFTB KA A6,098,153,00078
Lo BEBERZEAMELEER  WRHZEARFHEISIK
)\ o

Revenue from sales of goods is recognised when the amount of
revenue can be reliably measured and the risk and reward of the
products have been transferred to the customers, which is usually
at the time when the products are delivered to the customers.

HHEE TSR AR IA Z SRR BE 2 F] SEM AT & B 2 fn HO AL
MBHER TEPE (AERBERINRTLE) #R -

We focused on this area due to the large volume of revenue
transactions derived from sales to multiple customers in different
geographical locations such that we have incurred significant
time and resources in carrying out our work in this area.

BT Z AR R RIRE ETRME R 2 E%F #HE /WA
RPER  BEMABETRZELENTIEEE T RERKELE
R e
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We understood, evaluated and tested management’s key internal
controls that are present in the Group’s sales process from end-to-
end.

BAPETH  FERRETEEY

PORBEESE «

EEEHEBRIETNAR

We tested samples of sales transactions against sales orders,
shipping documents, invoices and other supporting documents.
To the extent that those sales have been settled, we also reviewed
bank remittance advices and/or bank statements in support of the
payments made by the customers.

HMESHHERTE REFR  ZREREMFIEXFEE
EXZERMERNA - WZFHECHEE - HAMSEH
BEPNHRORITEFRME R, HIRITIRE -

Furthermore, we tested sales transactions that took place shortly
before and after the balance sheet date to assess whether sales
transactions were recognised in the correct reporting periods.

o B AAREREERBEROYARELNHEER
% AFHEHER HEE R ERMNRE HRHER -

Our work also included testing of a sample of revenue-related
journal entries by inquiring management of their nature and
inspecting the relevant supporting documents.

BMOIEERERANMEREERFEE REMMEEZ T
XS AR B SSRORAEITRIR, o

We found that the Groups' sales transactions being tested were
recognised in a manner consistent with the Group’s accounting
policy for revenue recognition.

HfRE BEEEFRAENEERSERE
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OTHER INFORMATION

The directors 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 identified above 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 DIRECTORS AND THE AUDIT COMMITTEE 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 are responsible for
assessing the Group's ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the Group or to cease operations, or have
no realistic alternative but to do so.

The Audit Committee is responsible for overseeing the Group's financial reporting
process.

INDEPENDENT AUDITOR’S REPORT
BURHERE
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INDEPENDENT AUDITOR'S REPORT
BURHERE

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. We report
our opinion 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 judgment and
maintain professional scepticism throughout the audit. We also:

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

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.

58 Pacific Textiles Holdings Limited | 2017 / 2018 Annual Report

BB BS RSN BRRAENER

HFMER  RYUGRAMBERREEBREST

T RS kEﬁEizfaEéeﬁﬁ&éﬂlE’Jij@aEM%L
BRAERE THABERMERNOZE
BhRes - JFIER MT (ERER) MER
MOER BRI ZIAREFIEEMLE R -
HETERARENABTREFMEMALR
tj@%?ﬁrﬁﬁﬁ& AE&1%E§%‘%7J<3FE’M%
& BT EERBRBEERTENETHE
e Z—E% i?ﬁfa%&@?ﬁ(—ﬁﬁﬁ@ BEER -

SR AR PR AT LA R BRFF SR ER AR 51 R - IR A1
TEHAE 1 5 98 ol P ARG PR P] BE 2 2 (R PR 3 4K

B2 SR M BMEMELMEERE - Al
BRAMERRAPAREEK

ERBEEEFTENETETNBIET © &
PMERTERAE - RIETERRREE -
HAITF

s B A B R ERRF SRR R T E BUR &
E\M‘%iﬁiﬁﬁiﬁﬁaklﬁkﬂﬁﬂM iq
EJr&i}*Lﬁ%EH%FDME%T%E%HFi A

R BT 2 A A B FREK
MERMER- EEECHKEFT £ K &
E% wiE - FRER - EBRRL - 0%

E’\WjIWW ZJ: B 1L oK BE 35 3R A R
;ﬁﬁ%ﬁzﬁﬁikfa;ﬂ?ﬁkﬂ’]ﬂ JSPINES
BEELIR R $5 R T B B B A FR AR R EY
Ekliﬁo

THRERTABMNABELR  URHE
EMEEF 1EEE’JI§‘E£ ﬁ;ﬂ%l
NEEZENERERRESR -

FEEEMERAETBRNBEERIE

HEFHEFT MR REN IR -



AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

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

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

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

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.
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INDEPENDENT AUDITOR'S REPORT
BURHERE

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
Leung Po Wah, Pauline.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 21 June 2018
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FINANCIAL INFORMATION
BBEN

GEBER
HE2018F3A318IEFE

CONSOLIDATED STATEMENT OF PROFIT OR LOSS

For the year ended 31 March 2018

2018 2017
20184 201745
HK$’000 HKS$'000
FET FHT
Revenue WA 5 6,098,153 5,993,632
Cost of sales SHE B A 23 (5,150,991) (4,877,148)
Gross profit EF 947,162 1,116,484
Other income and other gains/(losses) — net  E AU A R E AUz (518 )
— FHR 22 116,131 118,200
Distribution and selling expenses DiE R HE R 23 (94,178) (50,764)
General and administrative expenses — MR RITERFA X 23 (142,250) (126,471)
Operating profit LR A 826,865 1,057,449
Finance income BARS A 25 8,583 12,004
Finance costs BARS AR AN 25 (16,921) (12,407)
Share of profits of associates AR (=F: /Nl i il 9 34,520 32,375
Reversal of provision for impairment of R—REE 2 AR 2 SR E
interest in an associate B R E 9 - 46,784
Gain/(loss) on disposal of certain interest in & — B & A B & THERS
an associate ZWas / (E1E) 9 396 (393)
Profit before income tax FRi8%i e Fl 853,443 1,135,812
Income tax expense FiSHiR X 26 (130,101) (146,584)
Profit for the year F B A 723,342 989,228
Profit attributable to: THA TR EF] -
Equity holders of the Company PAUNGI” EES PN 744,035 975,573
Non-controlling interests FEPE S R A (20,693) 13,655
723,342 989,228
Earnings per share attributable to equity FRNARREIERFE AENA
holders of the Company for the B & T
year (expressed in HKS per share) (AERRAETTIIR)
— basic — ®K 27 0.51 0.67
— diluted — g 27 0.51 0.67

The accompanying notes are an integral part of these consolidated financial statements.
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FINANCIAL INFORMATION
BHEn

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 March 2018

FR2ERER

HE2018F3A318IEFE

2018 2017
20184 20174

HK$'000 HKS$'000

FTHERT TET

Profit for the year FEEA 723,342 989,228
Other comprehensive income: Hib2EWA :
Items that have been or may be reclassified to profit or loss: ~ E Bt AJfLEF S E R 182 mIEH -

Currency translation differences GINEE A T = % 252,605 (151,072)
Total comprehensive income for the year FEXERALE 975,947 838,156
Attributable to: TEIATFES -

Equity holders of the Company RATERFEEA 995,943 826,709

Non-controlling interests FEFE I MR (19,996) 11,447

975,947 838,156

The accompanying notes are an integral part of these consolidated financial statements.

62 Pacific Textiles Holdings Limited | 2017 / 2018 Annual Report

BEM Z B EETY L 4R A M B MR T A sk 2

BB e



CONSOLIDATED BALANCE SHEET

As at 31 March 2018

FINANCIAL INFORMATION
BHER

2018 2017
20184 201745
HK$’000 HKS$'000
FET FHT
ASSETS BE
Non-current assets RBEE
Land use rights b5 R A 48,323 45,007
Property, plant and equipment M R NRE 1,562,062 1,447,334
Interests in associates REE N Az R 313,011 295218
Available-for-sale financial assets AHHESREE 10 853 853
Deferred income tax assets BEFTSIHEE 19 9,487 -
Prepayments for land use rights and T FRENYE  BER
property, plant and equipment RAEATER B 13 112,636 100,789
2,046,372 1,889,201
Current assets REBEE
Inventories FE 11 1,068,184 978,440
Trade and bills receivables A S 12 916,500 943,608
Deposits, prepayments and other Z& - BERER
receivables H h FEMGRIA 13 78,467 84,352
Amounts due from associates FE MBS & A R FRIR 9 49,092 34,323
Derivative financial instruments PTESRTA 14 16,284 =
Current income tax recoverable AT U (=] BRER P S A5 11,110 -
Short-term bank deposits EHRITER 15 43,875 86,306
Cash and cash equivalents Re kB EFEEEBR 15 622,826 995,538
2,806,338 3,122,567
Total assets BEEHE 4,852,710 5,011,768
EQUITY i
Equity attributable to equity holders of ~ ZAQ BRI HE A EGERER
the Company
Share capital N 16 1,446 1,446
Share premium R mE 16 1,453,188 1,453,188
Reserves G 17 1,902,944 1,722,534
3,357,578 3,177,168
Non-controlling interests eI RE S (16,716) 3,280
Total equity RSB 3,340,862 3,180,448
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FINANCIAL INFORMATION
BHEn

CONSOLIDATED BALANCE SHEET (Cont'd) GREEAEBR (B)
As at 31 March 2018 201853 H31H

2018 2017
20185 20174
HK$’000 HK$'000
F#&xT FET
LIABILITIES =N
Non-current liabilities ERBAE
Borrowings gE 18 146,169 144,772
Deferred income tax liabilities BRI AE 19 34,494 26,069
Other non-current payable H fth FE T IEIR BN FRIE 21 20,148 -
200,811 170,841
Current liabilities REBAE
Borrowings gE 18 313,264 471,701
Trade and bills payables R BERARERE 20 781,651 930,261
Accruals and other payables FEETIE B R H b R FRIE 21 199,865 216,311
Amount due to an associate FES —RIHE & A B ZRIE 9 - 1,417
Derivative financial instruments PTETmIA 14 924 =
Current income tax liabilities BNHAFR SR B (& 15,333 40,789
1,311,037 1,660,479
Total liabilities =R 1,511,848 1,831,320
Total equity and liabilities EERkEEEE 4,852,710 5,011,768

The accompanying notes are an integral part of these consolidated financial statements. B8 i 2 Ffi 5= J5 Itk F 4R A B IS 3R < N Al sk 2

55 -

The consolidated financial statements were approved by the Board of Directors on 21 2 ZEEER2018%F6 A21 B b /4R A B 5 R KR

June 2018 and were signed on its behalf: WREREEREE
Wan Wai Loi Tou Kit Vai
FRER AR
Director Director
BFE BF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 March 2018

FINANCIAL INFORMATION
BHER

GAEREBRR
HE2018F3A318IEFE

Attributable to equity holders of the Company
AARREREARR
Non-
Share Share controlling
capital premium Reserves Sub-total interests Total

B& RAEE 1] Mt FEMER ag

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

TEn T#n TEn TEn TEn Tn
(Note 16) (Note 16) (Note 17)
(Hzte) (Kzte) (Wat17)

Balance at 1 April 2016 Ra0165418 248 1446 1453188 1905465 3,360,099 8167) 3351932
Comprehensive income: 2HEBA
Profit for the year FERA - - 975,573 975,573 13,655 989,228
Other comprehensive income: At 2EKA :
Currency translation differences SNEBEEE - - (148,864) (148,864) (2,208) (151,072)
Total other comprehensive income,  EfZEKA LS

net of tax A - - (148,864) (148,864) (2,208) (151,072)
Total comprehensive income 2ERALE - - 826,709 826,709 11447 838,156
Transactions with owners: BREARS
Share-based compensation PABRD B 7 % = = 2856 2856 = 2856
Dividends RS = = (1,012,4%) (1,01249) - (1,012:496)
Total transactions with owners BREEARSAE - - (1009640)  (1,009,640) - (1,009,640)
Balance at 31 March 2017 R2017%$3 4318 2684 1446 1,453,188 1722534 3,177,168 3,280 3,180448
Balance at 1 April 2017 R201754F10 268 1446 1453188 1722534 3,177,168 3280 3,180,448
Comprehensive income: 2EHA
Profit for the year FERA - - 744,035 744,035 (20,693) 723,342
Other comprehensive income: Hit2EWA :
Currency translation differences IR EEE - - 251,908 251,908 697 252,605
Total other comprehensive income,  Eft2EKNA LS -

net of tax nEHA - - 251,908 251,908 697 252,605
Total comprehensive income 2HUAEE - - 995,943 995,943 (19,996) 975,947
Transactions with owners: HEEARS
Share-based compensation MR AR Be - - 1,696 1,696 - 1,696
Dividends RE - - (817,229) (817,229) - (817,229)
Total transactions with owners BERARZEH - - (815,533) (815,533) - (815,533)
Balance at 31 March 2018 R2018F3A31 A2 &8 1,446 1,453,188 1,902,944 3,357,578 (16,716) 3,340,862

The accompanying notes are an integral part of these consolidated financial statements.  FEMT 2 Bt T Tyt S4R & B E R DAl sk 2

7oy e
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FINANCIAL INFORMATION
BHEn

CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 March 2018

Cash flow from operating activities

REFHRERERE

GEVRERER
HE2018F3A318IEFE

2018
20184

HK$’000
TBT

2017
20174
HK$'000
T

Cash generated from operations SEEAZES 29(a) 742,123 1,255,444
Interest paid BEAFLE (7,346) (10,833)
Hong Kong profits tax paid B EBFIEH (115,756) (111,295)
Overseas tax paid BEREINRIE (46,826) (58,125)
PRC dividends withholding tax paid B R R (7,410) (6,898)
564,785 1,068,293
Cash flow from investing activities REZTHFEBRERE
Purchases of property, plant and equipment BE Y « &= M&E (157,820) (176,542)
Proceeds from disposals of property, plant ~ HEWE « BEMKEZ
and equipment P18 I8 29(b) 6,848 4,223
Dividends received from associates W X B 2 A m] 2 A% B 9(a) 20,435 20,761
Placement of short-term bank deposits TFARBRITER 15 (31,392) (86,306)
Release of short-term bank deposits R R 1T IE R 15 73,823 881,628
Interest income received 24 F] B U A 8,234 13,215
(79,872) 656,979
Cash flow from financing activities RMETBAERERE
Repayment of bank borrowings BERTEE (188,437) (214,772)
New bank borrowings HERITES 30,000 =
Dividends paid BIR IR (817,229) (1,012,496)
(975,666) (1,227,268)
Net (decrease)/increase in cash and RERBLEEEE GRY), 8
cash equivalents RE (490,753) 498,004
Cash and cash equivalents at 1 April RaA 1 BB RESSEIER 995,538 570,855
Currency translation differences SN BT R 118,041 (73,321)
Cash and cash equivalents at 31 March MR3A3MAZEERREEEHIER 15 622,826 995,538

The accompanying notes are an integral part of these consolidated financial statements.  B&MT Z KisE T3 It 4R & B SRR T Al sk 2

gl
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

GENERAL INFORMATION

Pacific Textiles Holdings Limited (the “Company”) and its subsidiaries (together, the
"Group”) are principally engaged in manufacturing and trading of textile products.
Its production bases are located in the People’s Republic of China (the “PRC") and
Vietnam.

The Company is a limited liability company incorporated in the Cayman Islands. The
address of its registered office is PO. Box 309GT, Ugland House, South Church Street,
George Town, Grand Cayman, Cayman Islands.

The Company’s shares are listed on the Main Board of The Stock Exchange of Hong
Kong Limited.

These consolidated financial statements are presented in Hong Kong Dollars
("HKS"), unless otherwise stated. These consolidated financial statements have been
approved for issue by the Board of Directors on 21 June 2018.

BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

The basis of preparation and principal accounting policies applied in the preparation
of these consolidated financial statements are set out below. These policies have
been consistently applied for all of the years presented, unless otherwise stated.

2.1 Basis of preparation

The consolidated financial statements of the Group have been prepared in
accordance with all applicable Hong Kong Financial Reporting Standards
("HKFRS") issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA"). The consolidated financial statements have been prepared under the
historical cost convention, as modified by the revaluation of available-for-sale
financial assets, and the recognition of financial assets and financial liabilities
(including derivative instruments) at fair value through profit or loss.

FINANCIAL INFORMATION
BHER

RRMBRENE

—REH

BEXRGBERBRAR ([AAR]) RE
MERR (MR [ AEE]) TZXEHM
EmZBERE S - REERMARN S
FEARKME ([HE]) ks e

ARARRRASHSEMKILZBRA
a) o HaEffbilk AP.O. Box 309GT, Ugland
House, South Church Street, George Town,
Grand Cayman, Cayman Islands °

ARABBNNEABAERZMERAE
ERLET ©

BEEHBEN  WEEETHERERUAS
T ([HBx]) 238 - WELRAMBEHRERN
2018F6 A21 HZE = Bt ETIE -

RREEETEEHBRME

RAENEEEVBHRRARB 2 BREE
EERFBEFHRREANR T - =B
RIN BEBRRERMEEZBRFEER
FER o

2.1 RBEE
AEBEGREWBBRRIIZBEBLET
MmAg ([BESMAg]) BHA
FrEEREBMEREER ([FEH
B EEA]) HR - ZREMBWETD
RIRE LA AL AR R - M Bh 2 il AT 4
HESHMEERIEAAEFABRZ
TRIEEHESHMAE (BEITETIR)
ZHERIM T LAMERT °
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FINANCIAL INFORMATION
BHEn

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd)

2

68

BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Cont'd)

2.1 Basis of preparation (Cont’d)
The preparation of financial statements in conformity with HKFRS requires
the use of certain critical accounting estimates. It also requires management
to exercise its judgement in the process of applying the Group's accounting
policies. The areas involving a higher degree of judgement or complexity, or
areas where assumptions and estimates are significant to the consolidated
financial statement are disclosed in Note 4.

(a) New standards, amendments to standards and interpretation to existing
standards adopted by the Group
The following amendments to standards are mandatory for the accounting
period beginning on 1 April 2017 and relevant to the Group. The adoption
of these amendments to standards has no material impact on the financial
positions and results of the Group for the current and prior periods.

Amendments to HKAS 12 Recognition of deferred income tax assets
for unrealised losses

Amendments to HKAS 7 Disclosure initiative

Amendments to HKFRS 12 Disclosure of interest in other entities

Pacific Textiles Holdings Limited | 2017 / 2018 Annual Report
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd)

2 BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Cont'd)

2.1 Basis of preparation (Cont’d)

(b) New standards and amendments to standards that have been issued but are not

effective

The following new and amended standards and interpretations have been
issued but are not effective for the financial year beginning on 1 April 2017
and have not been early adopted by the Group:

Amendments to
Annual Improvements

Projects HKFRS 1 and HKAS 28

Amendments to HKFRS 1

Amendments to HKFRS 2

Amendments to HKFRS 4

HKFRS 9

HKFRS 15

Amendment to HKFRS 15
Amendments to HKAS 28
Amendments to HKAS 40
HK(IFRIC) 22

Amendments to HKFRS 9

HKFRS 16
HK(IFRIC) 23

HKFRS 17
Amendments to HKFRS 10
and HKAS 28

Annual improvements 2014 - 2016 cycle

First time adoption of HKFRS

(lassification and measurement of
share-based payment transactions
Applying HKFRS 9 financial instruments
with HKFRS 4 insurance contracts

Financial instruments
Revenue from contracts with customers
Clarification to HKFRS15

Investments in associates and
joint ventures
Transfers of investment property

Foreign currency transactions and
advance consideration

Prepayment features with negative
compensation

Leases

Uncertainty over income tax treatments

Insurance contracts

Sale or contribution of assets between
an investor and its associate or
joint venture

Effective for

annual periods

beginning on
or after

1 January 2018

1 January 2018

1 January 2018

1 January 2018

1 January 2018
1 January 2018
1 January 2018
1 January 2018
1 January 2018
1 January 2018

1 January 2019

1 January 2019
1 January 2019

1 January 2021
To be
determined

FINANCIAL INFORMATION
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FRBRENT (B)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd)

2 BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Cont'd)
2.1 Basis of preparation (Cont’d)

(b) New standards and amendments to standards that have been issued but are not

effective (Contd)

FRBRENT (B)

2 REEEHEFIETEFBERME (B

2.1 RBEE ()

The Group's assessment of the impact of these new standards and

interpretations is set out below:

HKFRS 9, “Financial Instruments”

Nature of change

HKFRS 9 addresses the classification, measurement and derecognition of
financial assets and financial liabilities, introduces new rules for hedge

accounting and a new impairment model for financial assets.

Impact

The Group has reviewed its financial assets and liabilities and is expecting
the following impact from the adoption of the new standard on 1 April 2018:

The financial assets currently held by the Group include:

debt instruments currently classified as loans and receivables which
would continue to be measured at amortised cost and hence there will

be no change to the accounting for these assets;

equity instruments currently classified as available-for-sale ("AFS”") for
which a fair value through other comprehensive income (“FVOCI")

election is available;

equity investments currently measured at fair value through profit or loss
(“FVPL") which will continue to be measured on the same basis under

HKFRS 9.
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FINANCIAL INFORMATION
BHER

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd) SEMBHERNT ()

2 BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING 2 mEEXEHEFITEHBEME (4)
POLICIES (Cont'd)

2.1 Basis of preparation (Cont’d)
(b) New standards and amendments to standards that have been issued but are not

2.1 RBEE ()
(b) ERMIER LM FTETER L E

effective (Contd)
HKFRS 9, “Financial Instruments” (Cont'd)

Impact (Cont'd)

Accordingly, the Group does not expect the new guidance to affect the
classification and measurement of these financial assets. However, gains
or losses realised on the sale of financial assets at FVOCI will no longer be
transferred to profit or loss on sale, but instead reclassified below the line
from the available-for-sale financial assets fair value reserve to retained
earnings. During the year ended 31 March 2018, no gains or losses were
recognised in profit or loss in relation to disposal of available-for-sale
financial assets.

There will be no impact on the Group's financial liabilities, as the new
requirements only affect the account for financial liabilities that are
designated at fair value through profit or loss and the Group does not have
any such liabilities. The derecognition rules have been transferred from
HKAS 39 “Financial Instruments: Recognition and Measurement” and have
not been changed.

The new impairment model requires the recognition of impairment
provisions based on expected credit losses (“ECL") rather than only incurred
credit losses as is the case under HKAS 39. It applies to financial assets
classified at amortised cost, debt instruments measured at FVOCI, contract
assets under HKFRS 15 “Revenue from Contracts with Customers’, lease
receivables, loan commitments and certain financial guarantee contracts.
Based on the assessments undertaken up to date, the Group does not
expect the new model to have any material impact on the recognition of
the Group’s credit losses.

The new standard also introduces expanded disclosure requirements and
changes in presentation. These are expected to change the nature and
extent of the Group’s disclosures about its financial instruments particularly
in the year of the adoption of the new standard.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd)

2 BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)
2.1 Basis of preparation (Cont’d)

()

New standards and amendments to standards that have been issued but are not
effective (Contd)
HKFRS 9, “Financial Instruments” (Cont'd)

Date of adoption by the Group

HKFRS 9 must be applied for financial years commencing on or after 1
January 2018. The Group will apply the new rules retrospectively from 1
April 2018, with the practical expedients permitted under the standard.
Comparative figures for 2017 will not be restated.

HKFRS 15, “Revenue from Contracts with Customers”

Nature of change

The HKICPA has issued a new standard for the recognition of revenue. This
will replace HKAS 18 which covers contracts for goods and services and
HKAS 11 which covers construction contracts and the related literature.

The new standard is based on the principle that revenue is recognised when
control of a good or service transfers to a customer.

The standard permits either a full retrospective or a modified retrospective
approach for the adoption.

Impact

Management has assessed the effects of applying the new standard on the
Group's consolidated financial statements and has identified the following
areas that are likely to be affected:

revenue from service — the application of HKFRS 15 may result in the
identification of separate performance obligations which could affect
the timing of the recognition of revenue;

accounting for certain costs incurred in fulfilling a contract — certain
costs which are currently expensed may need to be recognised as an
asset under HKFRS 15; and
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FINANCIAL INFORMATION
BHER

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd) SEMBHERNT ()

2 BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING 2 mEEEHFITEHBFEME (&)
POLICIES (Cont'd)

2.1 Basis of preparation (Cont’d)
(b) New standards and amendments to standards that have been issued but are not

2.1 RBEE ()
(b) ERMIER LM FTETER L E

effective (Contd)
HKFRS 15, “Revenue from Contracts with Customers” (Cont'd)

Impact (Cont'd)
rights of return — HKFRS 15 requires separate presentation on the
balance sheet of the right to recover the goods from the customer and
the refund obligation.

Based on the assessments undertaken up to date, the Group does not expect
the new standard to have any material impact on the Group's consolidated
financial statements.

Date of adoption by Group

HKFRS 15 is mandatory for financial years commencing on or after 1
January 2018. The Group intends to adopt the standard using the modified
retrospective approach which means that the cumulative impact of the
adoption, if any, will be recognised in retained earnings as of 1 April 2018
and that comparatives will not be restated.

HKFRS 16, “Leases”

Nature of change

HKFRS 16 will result in almost all leases being recognised on the consolidated
balance sheet, as the distinction between operating and finance leases is
removed. Under the new standard, an asset (the right to use the leased item)
and a financial liability to pay rentals are recognised. The only exceptions
are short-term and low-value leases.

The accounting for lessors will not significantly change.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd)

2 BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)
2.1 Basis of preparation (Cont'd)

(b)

New standards and amendments to standards that have been issued but are not
effective (Contd)
HKFRS 16, “Leases” (Cont'd)

Impact

The standard will affect primarily the accounting for Group's operating
leases. As at the reporting date, the Group has non-cancellable operating
lease commitments of HK$34,082,000 (Note 31). However, the Group has
not yet determined to what extent these commitments will result in the
recognition of an asset and a liability for future payments and how this will
affect the Group’s profit and classification of cash flows.

Management is in the process of quantifying the potential effects of this
new standard in its consolidated financial statements.

Date of adoption by Group

HKFRS 16 is mandatory for financial years commencing on or after 1 January
2019. At this stage, the Group does not intend to adopt the standard before
its effective date. The Group intends to apply the simplified transition
approach and will not restate comparative amounts for the year prior to
first adoption.

There are no other HKFRSs or HK(IFRIC) interpretations that are not yet
effective and that would be expected to have a material impact on the
entity in the current or future reporting periods and on foreseeable future
transactions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd)

2 BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

2.2 Subsidiaries
221 Consolidation
Subsidiaries are entities (including a structured entity) over which the Group
has control. The Group controls an entity when the Group is exposed to,
or has rights to, variable returns from its involvement with the entity and
has the ability to affect those returns through its power over the entity.
Subsidiaries are consolidated from the date on which control is transferred
to the Group. They are deconsolidated from the date that control ceases.

(a) Business combinations

The Group applies the acquisition method to account for business
combinations. The consideration transferred for the acquisition of a
subsidiary is the aggregate fair values of the assets transferred, the
liabilities incurred to the former owners of the acquiree and the equity
interests issued by the Group. The consideration transferred includes
the fair value of any asset or liability resulting from a contingent
consideration arrangement. Acquisition related costs are expensed
as incurred. Identifiable assets acquired and liabilities and contingent
liabilities assumed in a business combination are measured initially
at their fair values at the acquisition date. The Group recognises any
non-controlling interest in the acquiree on an acquisition-by-acquisition
basis, either at fair value or at the non-controlling interest’s proportionate
share of the recognised amounts of acquiree’s identifiable net assets. All
other components of non-controlling interests are measured at their
acquisition date fair value, unless another measurement basis is required
by HKFRS.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd)

2 BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

2.2 Subsidiaries (Cont'd)
221 Consolidation (Contd)

76

(@)

Business combinations (Cont'd)

The excess of the consideration transferred, the amount of any
non-controlling interest in the acquiree and the acquisition-date fair
value of any previous equity interest in the acquiree over the fair value
of the identifiable net assets acquired is recorded as goodwill. If the
total of consideration transferred, non-controlling interest recognised
and previously held interest measured is less than the fair value of the
net assets of the subsidiary acquired in the case of a bargain purchase,
the difference is recognised directly in the consolidated statement of
profit or loss.

Intra-Group transactions, balances and unrealised gains on transactions
between Group companies are eliminated. Unrealised losses are also
eliminated. When necessary, amounts reported by subsidiaries have
been adjusted to conform with the Group's accounting policies.

Changes in ownership interests in subsidiaries without change in control

Transactions with non-controlling interests that do not result in loss of
control are accounted for as equity transactions — that is, as transactions
with the owners in their capacity as owners. The difference between
the fair value of any consideration paid and the relevant share acquired
of the carrying value of net assets of the subsidiary is recorded in
equity. Gains or losses on disposals to non-controlling interests are also
recorded in equity.

Disposal of subsidiaries

When the Group ceases to have control, any retained interest in the
entity is re-measured to its fair value at the date when control is lost,
with the change in carrying amount recognised in profit or loss. The fair
value is the initial carrying amount for the purposes of subsequently
accounting for the retained interest as an associate, joint venture or
financial asset. In addition, any amounts previously recognised in other
comprehensive income in respect of that entity are accounted for as if
the Group had directly disposed of the related assets or liabilities. This
may mean that amounts previously recognised in other comprehensive
income are reclassified to profit or loss.
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FINANCIAL INFORMATION
BHER

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd) SEMBHERNT ()

2 BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING 2 mEEXEHEFITEHBEME (4)
POLICIES (Cont'd)

2.2 Subsidiaries (Cont'd) 2.2 B AT (&)

222 Separate financial statements
Interests in subsidiaries are accounted for at cost less impairment. Cost also
includes direct attributable costs of investment. The results of subsidiaries
are accounted for by the company on the basis of dividends received and
receivable.

Impairment testing of the interests in subsidiaries is required upon
receiving dividends from these investments if the dividend exceeds the
total comprehensive income of the subsidiary in the period the dividend is
declared or if the carrying amount of the investment in the separate financial
statements exceeds the carrying amount in the financial statements of the
investee’s net assets including goodwill.

2.3 Associates

Associates are all entities over which the Group has significant influence but not
control, generally accompanying a shareholding of between 20% and 50% of the
voting rights. Interests in associates are accounted for using the equity method
of accounting. Under the equity method, the investment is initially recognised
at cost, and the carrying amount is increased or decreased to recognise the
investor’s share of the profit or loss of the investee after the date of acquisition.
The Group’s interests in associates include goodwill identified on acquisition.
Upon the acquisition of the ownership interest in an associate, any difference
between the cost of the associate and the Group's share of the aggregate fair
value of the associate’s identifiable assets and liabilities is accounted for as
goodwill.

If the ownership interest in an associate is reduced but significant influence is
retained, only a proportionate share of the amounts previously recognised in
other comprehensive income is reclassified to profit or loss where appropriate.

The Group's share of post-acquisition profit or loss is recognised in the
consolidated statement of profit or loss, and its share of post-acquisition
movements in other comprehensive income is recognised in other
comprehensive income with a corresponding adjustment to the carrying
amount of the investment. When the Group's share of losses in an associate
equals or exceeds its investments in the associate, including any other unsecured
receivables, the Group does not recognise further losses, unless it has incurred
legal or constructive obligations or made payments on behalf of the associate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd)

2 BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING

78

POLICIES (Cont'd)
2.3 Associates (Cont'd)

The Group determines at each reporting date whether there is any objective
evidence that the investments in associates are impaired. If this is the case, the
Group calculates the amount of impairment as the difference between the
recoverable amount of the associate and its carrying value and recognises the
amount adjacent to “share of profit/(loss) of an associate” in the consolidated
statement of profit or loss.

Profits and losses resulting from upstream and downstream transactions
between the Group and its associate are recognised in the Group's financial
statements only to the extent of unrelated investor’s interests in the associates.
Unrealised losses are eliminated unless the transaction provides evidence of
an impairment of the asset transferred. The financial information of associates
has been changed where necessary to ensure consistency with the accounting
policies adopted by the Group.

Gain or losses on dilution of equity interest in associates are recognised in the
consolidated statement of profit or loss.

2.4 Segment reporting

Operating segments are reported in a manner consistent with the internal
reporting provided to the chief operating decision-maker. The chief operating
decision-maker, who is responsible for allocating resources and assessing
performance of the operating segments, has been identified as the executive
directors collectively, who make strategic decisions.

2.5 Foreign currency translation

(a) Functional and presentation currency
Items included in the financial statements of each of the Group's entities
are measured using the currency of the primary economic environment in
which the group entity operates (the “functional currency”). The consolidated
financial statements are presented in HKS, which is the Company’s functional
and the Group's presentation currency.
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FINANCIAL INFORMATION
BHER

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd) SRR RERMET (B)

2 BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING 2 mEEEHFITEHBFEME (&)
POLICIES (Cont'd)

2.5 Foreign currency translation (Cont'd) 2.5 JMEHRE ()
(b) Transactions and balances (b) X3 RAEE

Foreign currency transactions are translated into the functional currency
using the exchange rates prevailing at the dates of the transactions or
valuations where items are re-measured. Foreign exchange gains and losses
resulting from the settlement of such transactions and from the translation
at year-end exchange rates of monetary assets and liabilities denominated
in foreign currencies are recognised in the consolidated statement of profit
or loss.

Foreign exchange gains and losses that relate to borrowings and cash and
cash equivalents are presented in the consolidated statement of profit or
loss within “finance income” or “finance costs’”.

All other foreign exchange gains and losses are presented in the consolidated
statement of profit or loss within “other income and other gains/(losses) —
net’”.

Changes in the fair value of monetary securities denominated in foreign
currency classified as available-for-sale are analysed between translation
differences resulting from changes in the amortised cost of the securities
and other changes in the carrying amount of the securities. Translation
differences related to changes in amortised cost are recognised in profit
or loss, and other changes in carrying amount are recognised in other
comprehensive income.

Translation differences on non-monetary financial assets and liabilities
such as equities held at fair value through profit or loss are recognised in
profit or loss as part of the fair value gain or loss. Translation differences on
non-monetary financial assets, such as equities classified as available-for-sale,
are included in other comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd)

2 BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Cont'd)

2.5 Foreign currency translation (Cont'd)

(c) Group companies

FRBRENT (B)

2 REEEHEFIETEFBERME (B

2.5 JhEEHRET (48)
(€ FEIRA

The results and financial position of all the group entities (none of which

has the currency of a hyperinflationary economy) that have a functional

currency different from the presentation currency are translated into the

presentation currency as follows:

(i) assets and liabilities for each balance sheet presented are translated at

the closing rate at the date of that balance sheet;

(i) income and expenses for each statement of profit or loss are translated

at average exchange rates (unless this average is not a reasonable

approximation of the cumulative effect of the rates prevailing on the

transaction dates, in which case income and expenses are translated at

the rate on the dates of the transactions); and

(iii) all resulting exchange differences are recognised in other comprehensive

income.

Goodwill and fair value adjustments arising on the acquisition of a foreign

entity are treated as assets and liabilities of the foreign entity and translated

at the closing rate. Exchange differences arising are recognised in other

comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd)

2 BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Cont'd)

2.6 Leasehold land and land use rights
The up-front prepayments made for leasehold land interests — classified as
operating leases and land use rights are accounted for as operating leases.
They are expensed in the statement of profit or loss on a straight-line basis over
the periods of the lease or the land use right. When there is impairment, the
impairment is expensed in the consolidated statement of profit or loss.

2.7 Property, plant and equipment

Land and buildings comprise mainly factories and offices. Leasehold land
interests classified as finance leases and all other property, plant and equipment
other than construction in progress are stated at historical cost less depreciation
and impairment losses, if any. Historical cost includes expenditure that is directly
attributable to the acquisition of the items. Cost may also include transfers from
equity of any gains/losses on qualifying cash flow hedges of foreign currency
purchases of property, plant and equipment.

Subsequent costs are included in the asset’s carrying amount or recognised as
a separate asset, as appropriate, only when it is probable that future economic
benefits associated with the item will flow to the Group and the cost of the
item can be measured reliably. The carrying amount of the replaced part is
derecognised. All other repairs and maintenance are charged to the consolidated
statement of profit or loss during the period in which they are incurred.

Leasehold land interests classified as finance leases commence amortisation
from the time when the land interest becomes available for its intended use.
Amortisation on leasehold land classified as finance lease and depreciation
on other assets other than construction in progress are calculated using the
straight-line method to allocate their costs (less estimated residual values, if any)
over their estimated useful lives at the annual rates, as follows:

Leasehold land classified as finance lease Over the remaining lease term (2%)

Buildings 4% - 5%

Plant and machinery 10% - 20%

Leasehold improvements 20% - 33% or shorter of the
lease terms

Furniture and equipment 20% — 33%

Motor vehicles 20% — 25%

Computer software 10%

The assets' useful lives are reviewed, and adjusted if appropriate, at each balance
sheet date.

An asset’s carrying amount is written down immediately to its recoverable
amount if the asset’s carrying amount is greater than its estimated recoverable
amount.

FINANCIAL INFORMATION
BHER

FRBRENT (B)

2 RUEEEFTBEABRME (A)

2.6 & T it ] & i fE IR

AEE TR — DBERKERER
T8 AR 2 AT R TR SR IR IR K
SRR ANZELOFHKIR L
HofE A B ARAE IR R © X
i HIRR(E - BIRER S B E R R
e

2.7 Y% - BERRE

THRBTFIZEEBMEMBAE
DERREREZHE TR R
BEMYME  BEIRE (EREIR
BRON) THIR R 2 B AR T B SOm B S
BAE) K - BELRABEKE
HEERELZFAX - KA
ST ER  BRNAINEEREY
¥ BERRBZAERASREE
HiE S 2 e BiE o

ARAERBERAB . AREEN RS
AlEEMARNSE B R SEith st EIH B
KAZERT  FEKANT AR
EZRABERERABYEE (BB
BER) - B H 2 BREE T AE
HTER - FTEEMAEBSRREREE
EHRIfE AR E B R o

DEARBENEZHE kR - B
o 3 4 a8 AT O B R R % B B G
HenBAREMEEZHET 2%
HhEMEE (ERIREIN) LB
BOERTBITE - UARBF RImE A5
A A A ER S AR R OB (a1 I B8
BEE (WE)) mT :

PEARENEE HNHAHEHEHARR
ZiHE T

¥ 4% — 5%
55 M i B3 10% — 20%
HEWEEE 20% — 33%3%

B HE
REAKNEE 20% — 33%
RE 20% — 25%
ESE It 10%

BEZAERFHeNSEEER R
AR (HER) L% -

WEE REEBRBE G ATKE S
7 RIEE 2 B B 5 Bl B MUR = 2
A S E8 o

BERAHBIERERAT | 2017/2018 3R 81



FINANCIAL INFORMATION
BHEn

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd)

2 BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING

FRBRENT (B)

2 RUEEEFTBEABRME (A)

POLICIES (Cont'd)

82

2.7 Property, plant and equipment (Cont’d)

Construction in progress represents buildings, plant and machinery and
leasehold improvements, furniture and equipment on which construction
work has not been completed. It is carried at cost which includes construction
expenditures and other direct costs less any impairment losses. On completion,
construction in progress is transferred to the appropriate categories of property,
plant and equipment at cost less accumulated impairment losses if any. No
depreciation is provided for construction in progress until the asset is completed
and available for use.

Gains and losses on disposals are determined by comparing proceeds with the
carrying amount and are recognised within in the consolidated statement of
profit or loss.

2.8 Impairment of non-financial assets

Assets that are subject to amortisation are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amount may
not be recoverable. An impairment loss is recognised for the amount by which
the asset’s carrying amount exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair value less costs to sell and value in use.
For the purposes of assessing impairment, assets are grouped at the lowest
levels for which there are separately identifiable cash flows (cash-generating
units). Non-financial assets other than goodwill that suffered an impairment
are reviewed for possible reversal of the impairment at each reporting date.

2.9 Financial assets

29.1 Classification
The Group classifies its financial assets in the following categories: at fair
value through profit or loss, loans and receivables, and available-for-sale.
The classification depends on the purpose for which the financial assets
were acquired. Management determines the classification of its financial
assets at initial recognition.

(a) Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets
held for trading. A financial asset is classified in this category if acquired
principally for the purpose of selling in the short-term. Derivatives
are also categorised as held for trading unless they are designated
as hedges. Assets in this category are classified as current assets if
expected to be settled within 12 months; otherwise, they are classified
as non-current.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd)

2 BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)
2.9 Financial assets (Cont'd)

291

292

Classification (Contd)
(b) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. They
are included in current assets, except for the amounts that are settled
or expected to be settled more than 12 months after the balance sheet
date. These are classified as non-current assets. The Group's loans and
receivables comprise trade and bills receivables, deposits and other
receivables, amount due from associates and cash and bank balances
in the consolidated balance sheet.

(c) Available-for-sale financial assets
Available-for-sale financial assets are non-derivatives that are
either designated in this category or not classified in any of the
other categories. They are included in non-current assets unless the
investment matures or management intends to dispose of it within 12
months of the balance sheet date.

Recognition and measurement

Regular way of purchases and sales of financial assets are recognised on the
trade-date — the date on which the Group commits to purchase or sell the
asset. Investments are initially recognised at fair value plus transaction costs
for all financial assets not carried at fair value through profit or loss. Financial
assets carried at fair value through profit or loss are initially recognised at fair
value, and transaction costs are expensed in the consolidated statement of
profit or loss. Financial assets are derecognised when the rights to receive
cash flows from the investments have expired or have been transferred and
the Group has transferred substantially all risks and rewards of ownership.
Available-for-sale financial assets and financial assets at fair value through
profit or loss are subsequently carried at fair value. Loans and receivables are
subsequently carried at amortised cost using the effective interest method.

Gains or losses arising from changes in the fair value of the “financial assets at
fair value through profit or loss” category are presented in the consolidated
statement of profit or loss within “other income and other gains/(losses)
- net” in the period in which they arise. Dividend income from financial
assets at fair value through profit or loss is recognised in the consolidated
statement of profit or loss as part of other income when the Group's right
to receive payments is established.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd)

2 BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)
2.9 Financial assets (Cont'd)

292

Recognition and measurement (Contd)
Changes in the fair value of monetary and non-monetary securities classified
as available-for-sale are recognised in other comprehensive income.

When securities classified as available-for-sale are sold or impaired, the
accumulated fair value adjustments recognised in equity are included in
the consolidated statement of profit or loss as “other income and other
gains/(losses) — net”.

Interest on available-for-sale securities calculated using the effective interest
method is recognised in the consolidated statement of profit or loss as part
of other income. Dividends on available-for-sale equity instruments are
recognised in the consolidated statement of profit or loss as part of other
income when the Group’s right to receive payments is established.

2.10 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the
balance sheet when there is a legally enforceable right to offset the recognised
amounts and there is an intention to settle on a net basis or realise the asset
and settle the liability simultaneously. The legally enforceable right must not
be contingent on future events and must be enforceable in the normal course
of business and in the event of default, insolvency or bankruptcy of the Group
or the counterparty.

2.11 Impairment of financial assets

(a)

Assets carried at amortised cost

The Group assesses at the end of each balance sheet date whether there
is objective evidence that a financial asset or Group of financial assets
is impaired. A financial asset or a Group of financial assets is impaired
and impairment losses are incurred only if there is objective evidence of
impairment as a result of one or more events that occurred after the initial
recognition of the asset (a “loss event”) and that loss event (or events) has
an impact on the estimated future cash flows of the financial asset or Group
of financial assets that can be reliably estimated.

Evidence of impairment may include indications that the debtors or a
Group of debtors is experiencing significant financial difficulty, default or
delinquency in interest or principal payments, the probability that they will
enter bankruptcy or other financial reorganisation, and where observable
data indicate that there is a measurable decrease in the estimated future
cash flows, such as changes in arrears or economic conditions that correlate
with defaults.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd)

2 BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)
2.11 Impairment of financial assets (Cont'd)

(a)

(b)

Assets carried at amortised cost (Contd)

For loans and receivables category, the amount of the loss is measured as
the difference between the asset’s carrying amount and the present value
of estimated future cash flows (excluding future credit losses that have not
been incurred) discounted at the financial asset’s original effective interest
rate. The carrying amount of the asset is reduced and the amount of the
loss is recognised in the consolidated statement of profit or loss. If a loan
investment has a variable interest rate, the discount rate for measuring any
impairment loss is the current effective interest rate determined under the
contract. As a practical expedient, the Group may measure impairment on
the basis of an instrument’s fair value using an observable market price.

If, in a subsequent period, the amount of the impairment loss decreases
and the decrease can be related objectively to an event occurring after
the impairment was recognised (such as an improvement in the debtor’s
credit rating), the reversal of the previously recognised impairment loss is
recognised in the consolidated statement of profit or loss.

Assets classified as available-for-sale
The Group assesses at each balance sheet date whether there is objective
evidence that a financial asset or a Group of financial assets is impaired.

For investments classified as available-for-sale, a significant or prolonged
decline in the fair value of the security below its cost is also evidence that
the assets are impaired. If any such evidence exists for available-for-sale
financial assets, the cumulative loss — measured as the difference between
the acquisition cost and the current fair value, less any impairment loss on
that financial asset previously recognised in profit or loss — is removed from
equity and recognised in the profit and loss. Impairment losses recognised
in the statement of profit or loss on equity instruments are not reversed
through the consolidated statement of profit or loss.

2.12 Derivative financial instruments
Derivatives are initially recognised at fair value on the date a derivative contract
is entered into and are subsequently re-measured at their fair value. The method
of recognising the resulting gain or loss depends on whether the derivative is
designated as a hedging instrument, and if so, the nature of the item being
hedged.

Derivative instruments which do not qualify for hedge accounting are accounted
for at fair value through profit or loss. Changes in the fair value of these derivative
instruments are recognised immediately in the consolidated statement of profit
or loss.
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2 BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING

86

POLICIES (Cont'd)
2.13 Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is
determined using the weighted average method. The cost of finished goods and
work-in-progress comprises raw materials, direct labour, other direct costs and
related production overheads (based on normal operating capacity). It excludes
borrowing costs. Net realisable value is the estimated selling price in the ordinary
course of business, less applicable variable selling expenses.

2.14 Trade, bills and other receivables

Trade receivables are amounts due from customers for goods sold or services
performed in the ordinary course of business. If collection of trade and other
receivables is expected in one year or less (or in the normal operating cycle
of the business if longer), they are classified as current assets. If not, they are
presented as non-current assets.

Trade, bills and other receivables are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest method,
less provision for impairment.

2.15 Cash and cash equivalents

In the consolidated statement of cash flows, cash and cash equivalents include
cash in hand and deposits held at call with banks.

2.16 Share capital

Shares are classified as equity. Incremental costs directly attributable to the
issue of new shares or options are shown in equity as a deduction, net of tax,
from the proceeds.

When any Group company purchases the Company’'s equity share capital
(treasury shares), the consideration paid, including any directly attributable
incremental costs (net of income taxes) is deducted from equity attributable to
owners of the company until the shares are cancelled or reissued.

2.17 Trade, bills and other payables

Trade, bills and other payables are obligations to pay for goods or services that
have been acquired in the ordinary course of business from suppliers. Trade, bills
and other payables are classified as current liabilities if payment is due within
one year or less (or in the normal operating cycle of the business if longer). If
not, they are presented as non-current liabilities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd)

2 BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

2.17 Trade, bills and other payables (Cont'd)
Trade, bills and other payables are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest method.

2.18 Borrowings
Borrowings are recognised initially at fair value, net of transaction costs incurred.
Borrowings are subsequently carried at amortised cost; any difference between
the proceeds (net of transaction costs) and the redemption value is recognised
in the consolidated statement of profit or loss over the period of the borrowings
using the effective interest method.

Fees paid on the establishment of loan facilities are recognised as transaction
costs of the loan to the extent that it is probable that some or all of the facility
will be drawn down. In this case, the fee is deferred until the draw-down occurs.
To the extent there is no evidence that it is probable that some or all of the
facility will be drawn down, the fee is capitalised as a pre-payment for liquidity
services and amortised over the period of the facility to which it relates.

Borrowings are classified as current liabilities unless the Group has an
unconditional right to defer settlement of the liability for at least 12 months
after the balance sheet date.

2.19 Current and deferred income tax
The tax expense for the period comprises current and deferred tax. Tax is
recognised in the consolidated statement of profit or loss, except to the extent
that it relates to items recognised in other comprehensive income or directly in
equity. In this case the tax is also recognised in other comprehensive income
or directly in equity, respectively.

The current income tax charge is calculated on the basis of the tax laws enacted
or substantively enacted at the balance sheet date in the countries where the
Company’s subsidiaries and associates and joint ventures operate and generate
taxable income. Management periodically evaluates positions taken in tax
returns with respect to situations in which applicable tax regulation is subject
to interpretation. It establishes provisions where appropriate on the basis of
amounts expected to be paid to the tax authorities.

Deferred income tax is recognised, using the liability method, on temporary
differences arising between the tax bases of assets and liabilities and their
carrying amounts in the financial statements. However, the deferred income tax
is not accounted for if it arises from initial recognition of an asset or liability in a
transaction other than a business combination that at the time of the transaction
affects neither accounting nor taxable profit or loss. Deferred income tax is
determined using tax rates (and laws) that have been enacted or substantively
enacted by the balance sheet date and are expected to apply when the related
deferred income tax asset is realised or the deferred income tax liability is settled.
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POLICIES (Cont'd)

2.19 Current and deferred income tax (Cont’d)

Deferred income tax assets are recognised only to the extent that it is probable
that future taxable profit will be available against which the temporary
differences can be utilised.

Deferred income tax is provided on taxable temporary differences arising on
investments in subsidiaries, associates and joint ventures, except for deferred
income tax liability where the timing of the reversal of the temporary difference
is controlled by the Group and it is probable that the temporary difference will
not reverse in the foreseeable future. Generally the Group is unable to control
the reversal of the temporary difference for associates. Only when there is an
agreement in place that gives the Group the ability to control the reversal of the
temporary difference in the foreseeable future, deferred tax liability in relation to
taxable temporary differences arising from the associate’s undistributed profits
is not recognised.

Deferred income tax assets are recognised on deductible temporary differences
arising from investments in subsidiaries, associates and joint arrangements only
to the extent that it is probable the temporary difference will reverse in the
future and there is sufficient taxable profit available against which the temporary
difference can be utilised.

Deferred income tax assets and liabilities are offset when there is a legally
enforceable right to offset current tax assets against current tax liabilities and
when the deferred income tax assets and liabilities relate to income taxes levied
by the same taxation authority on either the taxable entity or different taxable
entities where there is an intention to settle the balances on a net basis.

2.20 Employee benefits

(a) Employee leave entitlements
Employee entitlements to annual leave are recognised when they accrue to
employees. A provision is made for the estimated liability for annual leave
as a result of services rendered by employees up to the balance sheet date.
Employee entitlements to sick leave and maternity leave are not recognised
until the time of leave.

(b) Retirement benefits

The Group participates in various defined contribution retirement benefit
schemes. A defined contribution plan is a retirement benefit scheme under
which the Group pays fixed contributions into a separate entity. The Group
has no legal or constructive obligations to pay further contributions if
the fund does not hold sufficient assets to pay all employees the benefits

relating to employee service in the current and prior periods.

&
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd)

2 BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

2.20 Employee benefits (Cont’d)
(b) Retirement benefits (Contd)

(@)

The schemes are generally funded through payments to state/
trustee-administered funds. The Group pays contributions to publicly or
privately administered funds on a mandatory, contractual or voluntary basis.
The Group has no further payment obligations once the contributions have
been paid. The contributions are recognised as employee benefit expense
when they are due. Prepaid contributions are recognised as an asset to the
extent that a cash refund or a reduction in the future payments is available.

Share-based compensation

Equity-settled share-based payment transactions

The Group operates an equity-settled, share-based compensation plan,
under which the entity receives services from employees as consideration
for equity instruments (options) of the Group. The fair value of the employee
services received in exchange for the grant of the options is recognised as
an expense. The total amount to be expensed is determined by reference
to the fair value of the options granted:

including any market performance conditions (for example, an entity’s
share price);

excluding the impact of any service and non-market performance
vesting conditions (for example, profitability, sales growth targets and
remaining an employee of the entity over a specified time period); and

including the impact of any non-vesting conditions (for example, the
requirement for employees to save).

Non-market vesting conditions are included in assumptions about the
number of options that are expected to vest. The total expense is recognised
over the vesting period, which is the period over which all of the specified
vesting conditions are to be satisfied. At each balance sheet date, the entity
revises its estimates of the number of options that are expected to vest
based on the non-marketing vesting conditions. It recognises the impact
of the revision to original estimates, if any, in the statement of profit or loss,
with a corresponding adjustment to equity.

When the options are exercised, the Company issues new shares. The
proceeds received net of any directly attributable transaction costs are
credited to share capital (hominal value) and share premium.
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POLICIES (Cont'd)
2.20 Employee benefits (Cont’d)

90

22

=

(c) Share-based compensation (Contd)

Share-based payment transactions among group entities

The grant by the Company of options over its equity instruments to the
employees of subsidiary undertakings in the Group is treated as a capital
contribution to the subsidiary. The fair value of employee services received,
measured by reference to the grant date fair value, is recognised over the
vesting period as an increase to investment in subsidiary undertakings, with
a corresponding credit to equity in the parent equity accounts.

(d) Bonus plan

The expected cost of bonus payments is recognised as a liability when the
Group has a present legal or constructive obligation as a result of services
rendered by employees and a reliable estimate of the obligation can be

made.

Provisions

Provisions are recognised when the Group has a present legal or constructive
obligation as a result of past events; it is probable that an outflow of resources
will be required to settle the obligation; and the amount has been reliably
estimated. Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow
will be required in settlement is determined by considering the class of
obligations as a whole. A provision is recognised even if the likelihood of an
outflow with respect to any one item included in the same class of obligations
may be small.

Provisions are measured at the present value of the expenditures expected to
be required to settle the obligation using a pre-tax rate that reflects current
market assessments of the time value of money and the risks specific to the
obligation. The increase in the provision due to passage of time is recognised
as interest expense.

2.22 Revenue recognition

Revenue comprise the fair value of the consideration received or receivable
for the sale of goods and provision of services in the ordinary course of the
Group's activities. Revenue are shown, net of value-added tax, returns, rebates
and discounts and after eliminating sales within the Group.

The Group recognises revenue when the amount of revenue can be reliably
measured, it is probable that future economic benefits will flow to the entity
and when specific criteria have been met for each of the Group's activities as
described below. The Group bases its estimates on historical results, taking into
consideration the type of customer, the type of transaction and the specifics
of each arrangement.
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FINANCIAL INFORMATION
BHER

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd) SEMBHERNT ()

2 BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING 2 RHEEBRFZSHBRME (&)
POLICIES (Cont'd)
2.22 Revenue recognition (Cont’d)
(a) Sales of goods @) #HEKdm
Sales of goods are recognised when a Group's entity has delivered products HEEGRAEBERRATFR
to the customer; the customer has accepted the products and collectability NER REFEMBBE®
of the related receivables is reasonably assured. 3 7] & 32 i E UK [E] AR B8 FE U IR

2.2 W ATERE (1)

R FERR ©
(b) Sub-contracting income b) FEUYWA
Sub-contracting income is recognised when the services are rendered. D BEMWARRE R R R ©

Q) BEFEYPA
B B U A PR TR AR 765 e T SR

(c) Handling income
Handling income is recognised when the services are rendered.

o

(@) B2HA
KEBY 2B WA TR L
6] DA B AROA TRFERR

(d) Rental income
Rental income under operating leases is recognised on a straight-line basis
over the lease periods.

223 Interest income 2.23 M E WA

Interest income is recognised using the effective interest method. When a
loan and receivable is impaired, the Group reduces the carrying amount to its
recoverable amount, being the estimated future cash flow discounted at the
original effective interest rate of the instrument, and continues unwinding the
discount as interest income. Interest income on impaired loan and receivables
are recognised using the original effective interest rate.

2.24 Dividend income

Dividend income is recognised when the right to receive payment is established.

2.25 Leases

Leases in which a significant portion of the risks and rewards of ownership are
retained by the lessor are classified as operating leases. Payments made under
operating leases (net of any incentives received from the lessor) are charged to
the statement of profit or loss on a straight-line basis over the period of the lease.

FEWARBERANZEHER - WE
AR EEFIEEBRRE  AEEEH
REEREATREREE - BfEst 2R
TR MEBLRZ TR ZRERM T
BRE  YEERBTRRFBUWA -
B E B 5K B KR IR 2 F S AR
FAIRERRH KR -

224 R B WA

P B A FE U5 B BRI 2 ) e B

X7
o

2258

LB R B ARR 2 [ K [ 35 i 1
HAREBOMEE  9IIEEEHE -
RELEHE NREEARTHOE
fAMEE) FFRE AR - REBRANNAE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd)

2 BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING

92

POLICIES (Cont'd)

2.26 Government grants

Grants from the government are recognised at their fair value where there is a
reasonable assurance that the grant will be received and the Group has complied
with all attached conditions.

Government grants relating to costs are deferred and recognised in the
consolidated statement of profit or loss over the period necessary to match
them with the costs that they are intended to compensate.

Government grants relating to property, plant and equipment are included in
non-current liabilities as deferred government grants and are credited to the
consolidated statement of profit or loss on a straight-line basis over the expected
lives of the related assets.

2.27 Contingent liabilities

A contingent liability is a possible obligation that arises from past events and
whose existence will only be confirmed by the occurrence or non-occurrence of
one or more uncertain future events not wholly within the control of the Group.
It can also be a present obligation arising from past events that is not recognised
because it is not probable that outflow of economic resources will be required
or the amount of obligation cannot be measured reliably.

A contingent liability is not recognised but is disclosed in the consolidated
financial statements. When a change in the probability of an outflow occurs so
that outflow is probable, it will then be recognised as a provision.

2.28 Dividend distribution

Dividend distribution to the Company's shareholders is recognised as a liability
in the Group's consolidated financial statements in the period in which the
dividends are approved by the Company’s shareholders or directors, where
appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd)

3 FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors
The Group's activities expose it to a variety of financial risks: market risk
(including foreign exchange risk, and cash flow and fair value interest rate risk),
credit risk and liquidity risk. The Group's overall risk management focuses on the
unpredictability of financial markets and seeks to minimise potential adverse
effects on the Group's financial performance.

(a) Market risk

(i)

Foreign exchange risk

The Group is exposed to foreign exchange risk arising from various
currency exposures, primarily with respect to US Dollars (“US$”"),
Renminbi (“RMB") and Vietnamese Dongs (“VND"). The Group manages
its foreign exchange risks by performing regular review and monitoring
its foreign exchange exposure. The Group hedges certain of its exposure
to reduce the risk involved as appropriate.

As HKS is pegged to USS, management believes that the exchange rate
risk for translations between HKS and USS$ do not have material impact
to the Group.

The Group mainly operates in Hong Kong, the PRC, Macau and Vietnam.
Except for certain cash and bank balances and certain inter-company
receivables denominated in foreign currencies, transactions are mainly
conducted in the functional currency of the respective group entity.
The foreign currency risk arising from recognised assets and liabilities is
considered by the Directors to be minimal.

The Group uses forward currency contracts to hedge part of its foreign
exchange risk. These forward currency contracts do not qualify for hedge
accounting and are accounted for at fair value through profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd)

3 FINANCIAL RISK MANAGEMENT (Cont'd)

3.1 Financial risk factors (Cont’d)
(a) Market risk (Contd)

94

(i)

Foreign exchange risk (Cont'd)

The table below illustrates the sensitivity as at the end of the reporting
period to a reasonably possible change in the respectively exchange
rates against the functional currency of the respective group entities,
with all other variables held constant, to the profit for the year ended
31 March 2018, mainly as a result of net foreign exchange impact on
translation of cash and bank balance, trade and bills receivables, deposits
and other receivables, trade and bills payables and accruals and other
payables denominated in these foreign currencies.

2018 20185

If US$ strengthens/weakens against RMB WETHAREAE BE
If US$ strengthens/weakens against VND WETHBEEAE, BE
If RMB strengthens/weakens against HKS MARBHELAE /BE
2017 2017%

If US$ strengthens/weakens against RMB WETHAREHRERE

I USS strengthens/weakens against VND WETEHBRENE LA

If RMB strengthens/weakens against HKS WAREHELHE /LA

Cash flow and fair value interest rate risk

Except for bank deposits and bank loans, details of which are disclosed
in Note 15 and Note 18 respectively, the Group has no other significant
interest-bearing assets or liabilities.

The Group's bank deposits and bank loans are subject to variable
rates which expose the Group to cash flow interest rate risk. The
Group manages its interest rate risk by performing regular reviews and
continually monitoring its interest rate exposures. The Group has not
used any interest rate swaps to hedge its exposure to interest rate risk.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd) SEMBHERNT ()

3 MBERERE (H)

3.1 MEEREE (K)
(@) THmEE (&)

3 FINANCIAL RISK MANAGEMENT (Cont'd)

3.1 Financial risk factors (Cont’d)
(a) Market risk (Contd)

(i) Cash flow and fair value interest rate risk (Cont'd)

If the market interest rates for cash and bank balance and bank loans
had been 50 basis points (2017: 50 basis points) higher/lower with all
other variables held constant, the Group's profit for the year ended
31 March 2018 would have been approximately HK$1,767,000 (2017:
HK$3,048,000) higher/lower.

(b) Credit risk

Credit risk arises from trade and bills receivables, deposits and other
receivables, derivative financial instruments and cash and bank balances.

Substantially all of the cash and bank balances, as detailed in Note 15,
are held in major financial institutions located in Hong Kong, the PRC,
Macau and Vietnam; all derivative financial instruments are also entered
into with major financial institutions, which management believes are of
high credit quality. Management does not expect any losses arising from
non-performance by these financial institutions.

The Group has policies in place to ensure that sales are made to customers
with appropriate credit histories and the Group performs periodic credit
evaluations of its customers. Credit quality of customers is assessed based on
their financial position, past default history and other factors. Normally the
Group does not require collateral from trade debtors. The existing debtors
have no significant defaults in the past. The Group's historical experience in
collection of trade and other receivables generally falls within the recorded
allowances and the Directors are of the opinion that adequate provision for
uncollectible receivables has been made.

(i) BERERAAEFNRRAR
(%)
HWIEE RIRTTEBRRITE
RzmGHE LA TR
50 2E(20174F: 50&Zh) - M
Hi [ S#EZERTE A&
BEHZE2018F3A31BIEFE
i &3 hn R A 491,767,000
I (20174 1 3,048,000/
JT) °

b) FEmE

FERRREEBUEREER
B REMEKER  (TESR
TARBRE RIRITHER

HANH R 1SPAEED - BT AAR
ERB|ITBHBEFRAREFE - F
BRI REEZETES K
B METLESRTAOHRERE
BRoBeEEERZIEZSR
BRI - EREEREH IS LR
TARZESRERETEOME
EZEE

AEBNTEBRRBERHEETAR
HEEREZER mMAAKHE
EEHIREERERE - EFPEE
BRDBEMBAR - BEER
LR R B EREL R - — &
ME - ARBYEERKERAR
HEFm - RAEBFRARBESR
B |EEARNLE - AEREB
£ U ER 2 R MK BR R e At R KR
AW AL A SRR E - X
BEER /T AIME Z FE KK
HEFHRRIES -

BERAHBIERERAT | 2017/2018 3R 95



FINANCIAL INFORMATION
BHEn

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd) SEMBHERNT ()

3 MBERERE (H)

3.1 BEBREE (&)
© VBt

3  FINANCIAL RISK MANAGEMENT (Cont'd)

3.1 Financial risk factors (Cont’d)
(c) Liquidity risk

Prudent liquidity risk management includes maintaining sufficient cash and
the availability of funding through adequate committed credit facilities.

The Group's primary cash requirements are for additions and upgrades to
property, plant and equipment, purchases of land, capital injections into
subsidiaries, and payments for purchases and operating expenses. The Group
finances its working capital requirements through funds generated from its
operations, bank loans and other borrowings.

The Group’s policy is to monitor current and expected liquidity requirements
regularly to ensure it maintains sufficient cash and cash equivalents and has
available funding through adequate amount of committed credit facilities
to meet its working capital requirements.

The tables below analyse the Group’s financial liabilities into relevant
maturity groupings based on the remaining period at the consolidated
balance sheet date to the contractual maturity date. The amounts disclosed
in the tables are the contractual undiscounted cash flows.

FEZRBUERREE  BERE
R REZHRESALBBRRZE
ERERESES -

REBZHEFTRIEANAE
MREHYE - BERRE - L
BE - HWBRENEE R
BEARZEHRAX AKEAEBR
LEELEZES ROTERERE
EERABNLEZEESHFR -

ARE Y K AT DERRN R
BERBE L EL - HTREA
EEARAHZRERRSSEE
BRBBE R ERBEESE
& LRRBEELER -

TRAZBAZBHAERNI RAEE
ERFeEEBESNEISHBEZ
MeBRzMBaERERZ S
- RRPBEZ2SB/AEMNN

AFERSRE -

2018 2018 2018 2018

2018% 2018 2018 20184

On demand Within 1year  Over 1 year Total

RER 1R 1B E st

HK$'000 HK$’000 HK$’000 HK$’000

TEx TR TEx THET

Bank loans RITER 283,264 30,256 - 313,520
Loan from a non-controlling interest — P B A B FE 4

of a subsidiary ERREER - - 146,169 146,169

Trade and bills payables FETBR TR R = 4% - 781,651 - 781,651

Derivative financial liabilities TELMEE - 924 = 924

Accruals and other payables FEEHIE B R H A FE T RRIE - 194,686 20,148 214,834

283,264 1,007,517 166,317 1,457,098
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd) SRR BHREME (8)
3 FINANCIAL RISK MANAGEMENT (Cont'd) 3 HREREE (8)
3.1 Financial risk factors (Cont'd) 3.1 MEBREE (&)
(c) Liquidity risk (Contd) © wEItEfE (&)
2017 2017 2017 2017
20174 20175 20174 20175
On demand  Within 1 year Over 1 year Total
mENR 15K 15 E Bt
HK$'000 HK$'000 HK$'000 HK$'000
FHET FAT FAT FAT
Bank loans RITER 471,701 - - 471,701
Loan from a non-controlling interest — P B A B FE 4
of a subsidiary BmREER - - 144,772 144,772
Trade and bills payables FETBR TR R Z 4% - 930,261 - 930,261
Accruals and other payables FEEHIE B R H A FE R FRIE = 205,374 = 205,374
Amount due to an associate e — Rk & A R FE = 1417 = 1417
471,701 1,137,052 144772 1,753,525
The table below summarises the maturity analysis of the Group’s bank loans TERBERBEER B ZBE
with repayable on demand clause based on agreed scheduled repayments EERKHEEKX  AEEEERE
set out in the loan agreements. The amounts included interest payments REBERZRITERZ B
computed using contractual rates. As a result, these amounts were greater T o ZEFRIBBIEAS KA KT
than the amounts disclosed in the “on demand” time band in the maturity BZHMBRF - Btk - ZFEFIE
analysis contained above. Bl EXEI AP [RE

K KR EEE A TR R 2 5RR ©

Taking into account the Group's financial position, the Directors do not FTRAKEZHERR - EEW
consider that it is probable that the banks will exercise their discretions to TRBIRITA AT REIT R HEFI LA
demand immediate repayment. The Directors believe that such loans will EREAER - BEERRZREE
be repaid in accordance with the scheduled repayment date as set out in RERBEERBRANS 2B E
the loan agreements. BRRERER °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd)

3 FINANCIAL RISK MANAGEMENT (Cont’d)
3.1 Financial risk factors (Cont’d)
(c) Liquidity risk (Contd)
Maturity Analysis — Bank borrowings subject to a repayable on demand
clause based on scheduled repayments (including related interest payable):

FRBRENT (B)

3 MBERERE (H)
3.1 BEBREE (&)
© wBtmE (&)
B HID T — RIBEL BB R R
BEREBREEGRZRITEE
(BREBRAEMFNE)

Less than Between Between
On demand 1year 1and2years 2and5years Over5 year Total
RER 1R 122F 2855 S5EHE At
HK$'000 HK$’000 HK$'000 HK$’000 HK$'000 HK$’000
FHET THERT FTHET TERT FHET THERT
31 March 2018 20183 H31H - 233,787 89,161 - - 322,948
31 March 2017 201743 A31H - 203,196 173,462 117,181 = 493,839

The table below analyses the Group's derivative financial instruments which
will be settled on a gross basis into relevant maturity groupings based on
the remaining period at the balance sheet date to the contractual maturity
date. The amounts disclosed in the table are the contractual undiscounted
cash flows.

Less
than
1 month

LEAR
HK$’000
FTHT

At 31 March 2018: 201838311 :

12318 A

TRARBBIAER I RAE
BEERZAHNEIMA 2 TR
MZNEREEEE 2 ITES R
TRZAN -RRPEEZEH
RENERTERSRE -

Between Between
1and 3

months

Over

1 year
1F U E
HK$’000
THET

3 months
Total

#ct
HK$'$’000
THET

and 1 year
MAEIE
HK$'000
THET

HK$'000
T

Forward currency contracts: BEE®EL

Inflow T 2,203 4,894 9,187 - 16,284
Outflow piptes! (232) (692) = - (924)
At 31 March 2017: R201753A318 :

Forward currency contracts: REEREHN

Inflow mA - - - - -
Outflow Piptes - - - - -
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3 MEBERREE (8)
3.2 EcRRER

3 FINANCIAL RISK MANAGEMENT (Cont'd)

3.2 Capital risk management

The Group's objectives when managing capital are to safeguard the Group's
ability to continue as a going concern in order to provide returns for shareholders
and benefits for other stakeholders and to maintain an optimal capital structure
to reduce the cost of capital. In order to maintain or adjust the capital structure,
the Group may adjust the amount of dividends paid to shareholders, return
capital to shareholders, issue new shares, draw down or repay debt.

Consistent with others in the industry, the Group monitors capital on the basis
of the gearing ratio. This ratio is calculated as total debt divided by total capital.
Total debt includes borrowings and bills payables as shown in the consolidated
balance sheet, and total capital is the amount of “equity” as shown in the
consolidated balance sheet. The gearing ratios were as follows:

FEBEZESERBERRARERSE
BLAEAE 2 E - UARBRRIEMHE R - [
B EMBRESE A ZfaE - Wi
FREZEREBIARBEEZKA -
RTHEBLAHBENGERE  AKEH
EEABRABRRKNZBESE [
BRBEEES « BITHR - RERE
EER

BEMEXER  NREEAEREE
HERERER - Jittt?%z:z RE LR
BB @EAE - BEHFARBRELR

BREERABRMIIZEERENRE
NEBERBBERGEEERBRMY
Z [#s] - BARBBEEENT

2018 2017
20184 20174

HK$’000 HK$'000

FExT FH&TT

Borrowings B®e 459,433 616,473
Bills payables ANESE 21,113 16,345
Total debt B BEE 480,546 632,818
Total capital B NEEE 3,340,862 3,180,448
Gearing ratio BEREEL 14.4% 19.9%

The gearing ratio decreased as a result of the decrease in bank borrowings and
increase in capital in the current year.

A AN R ERTT A8 SRR > B2 & AN3E A0
FE BARBELETR-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd) FEBBRRMT (B)
3 FINANCIAL RISK MANAGEMENT (Cont'd) 3 HREREE (8)
3.3 Fair value estimation 3.3 ARMEME
The table below analyses the Group’s financial instruments carried at fair value as TREFIHIRFTEA R EMRHERN
at 31 March 2018, by level of inputs to valuation techniques used to measure fair B ABEZHDTAEER20185F3A4
value. Such inputs are categorised into three levels within a fair value hierarchy BN AREIRZEMIA - WA
as follows: BEERAT=EAREERDLE :
Quoted prices (unadjusted) in active markets for identical assets or liabilities - HEEEXBEEEZREMSZ®
(level 1). B CREHAR) (B1/E) -
Inputs other than quoted prices included within level 1 that are observable - BT EREEIHREN  ZE
for the asset or liability, either directly (that is, as prices) or indirectly (that EXBEZABR 2 HigA
is, derived from prices) (level 2). AREE (A mER) FHE
(BWRBER) (B2/E) -
Inputs for the asset or liability that are not based on observable market data - BAERBEVIIKEIHERMS
(that is, unobservable inputs) (level 3). Rz A (BI3ERT 8 528 A)
(F3E) -
The following table presents the Group's assets and liabilities that are measured TRIRAEER2018F3A318 1%
at fair value at 31 March 2018. AABEFEZEERBE -

Level 1 Level 2 Level 3 Total

F1E £2/E F3E et

HK$’000 HK$’000 HK$’000 HK$’000
FTExT FTHRT FTET FTERT

Assets BE
Derivative financial instruments — PTESMIA —

forward foreign currency contracts REIINE S Y

(Note 14) (PffEE14) - 16,284 - 16,284
Available-for-sale financial assets AIHEEEHEE

(Note 10) (Bf3E10)

— Club debentures — SEES 853 = = 853

853 16,284 = 17,137

Level 1 Level 2 Level 3 Total

F1E FE2E F3E st

HK$'000 HK$’000 HK$'000 HK$’000
FTERT TR FTERT TR

Liabilities afE
Derivative financial instruments — TESRTAE —
forward foreign currency contracts RERINE S LY
(Note 14) (PF5E14) - 924 - 924

= 924 = 924
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MEEREE (#)
3.3 AREME ()

3  FINANCIAL RISK MANAGEMENT (Cont'd)

3.3 Fair value estimation (Cont'd)

The following table presents the Group's assets and liabilities that are measured
at fair value at 31 March 2017.

TRIRAEBER2017F3A318 1%
EifEzBERAE -

D

Level 1 Level 2 Level 3 Total
%1 F2/E =3 Bt
HKS'000 HKS$'000 HKS'000 HKS$'000
FHT FHT FHT FHET
Assets BE
Available-for-sale financial assets AHtHEeMEE
(Note 10) (FFzE10)
— Club debentures —eEE5 853 - - 853
853 - - 853

There were no transfers between levels during the years ended 31 March 2018
and 2017.

The fair values of financial instruments traded in active markets are based on
quoted market prices at the balance sheet date. A market is regarded as active
if quoted prices are readily and regularly available from an exchange, dealer,
broker, industry Group, pricing service, or regulatory agency, and those prices
represent actual and regularly occurring market transactions on an arm's length
basis. The quoted market price used for financial assets held by the Group is the
closing bid price. These instruments are included in level 1.

The fair value of financial instruments that are not traded in an active market
(for example, over-the-counter derivatives) is determined by using valuation
techniques. These valuation techniques maximise the use of observable market
data where it is available and rely as little as possible on entity specific estimates.
If all significant inputs required to fair value an instrument are observable, the
instrument is included in level 2.

If one or more of the significant inputs is not based on observable market data,
the instrument is included in level 3.
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FINANCIAL RISK MANAGEMENT (Cont'd)

3.3 Fair value estimation (Cont'd)
Specific valuation techniques used to value financial instruments include:

Quoted market prices or dealer quotes for similar instruments.

The fair value of forward foreign exchange contracts is determined using
forward exchange rates at the balance sheet date, with the resulting value
discounted back to present value.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

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

The Group makes estimates and assumptions concerning the future. The resulting
accounting estimates will, by definition, seldom equal the related actual results.
The estimates and assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial
year are addressed below.

(a) Impairment of interests in associates

Management regularly reviews the recoverability of the Group's interests in
associates, in particular when they consider objective evidence of impairment
exists, such as a significant or prolonged decline in the fair value of the interests
in associates, significant adverse changes in the market environment, and the fair
value of the assets held by the associates. Appropriate impairment for estimated
irrecoverable amounts is recognised in the statement of profit or loss when there
is objective evidence that the asset is impaired.

In determining the recoverable amount of an interest in associates, management
has considered both the value in use and fair value less cost to disposal. In
determining value-in-use, an entity estimates either: (a) its share of the present
value of the estimated future cash flows expected to be generated by the
associates and proceeds on disposal, or (b) the present value of estimated future
cash flows expected to arise from dividends to be received and proceeds on
disposal. Any impairment loss is recognised by writing down the interests in
associates. Any reversal of that impairment loss is recognised to the extent that
the recoverable amount of the investment subsequently increases.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd)

4 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (Cont'd)

(b) Income taxes, deferred taxes and other taxes

(c)

(d

(e

-

—

The Group is subject to income taxes in the jurisdictions where its subsidiaries
operate. Significant judgement is required in determining provisions for income
taxes. There are certain transactions and calculations for which the ultimate tax
determination is uncertain. The Group recognises liabilities for anticipated tax
audit issues based on estimates of whether additional taxes will be due. Where
the final tax outcome of these matters is different from the amounts that were
initially recorded, such differences will impact the current and deferred income
tax assets and liabilities in the period in which such determination is made.

The Group is also exposed to other taxes and duties. Significant judgement is
required in determining these provisions. Where the final outcomes of these
matters differ from the actual results, such difference will impact the provisions
made and the earnings stated in the statement of profit or loss.

Provision for impairment of trade and other receivables

The Group's management determines the provision for impairment of trade and
other receivables based on an assessment of the recoverability of the receivables.
This assessment is based on the financial position, repayment history and credit
rating of its customers and other debtors and the current market condition,
and requires the use of judgements and estimates. Management reassesses the
provision at each balance sheet date.

Net realisable value of inventories

Net realisable value of inventories is the estimated selling price in the ordinary
course of business, less estimated costs of completion and selling expenses.
These estimates are based on the current market condition and the historical
experience of manufacturing and selling products of similar nature. It could
change significantly as a result of changes in customer taste and competitor
actions in response to severe industry cycle. Management reassesses these
estimates at each balance sheet date.

Useful lives of property, plant and equipment

The Group’s management determines the estimated useful lives and related
depreciation charges for its property, plant and equipment. These estimates are
based on the historical experience of the actual useful lives of property, plant
and equipment of similar nature and functions. Management will increase the
depreciation charge where useful lives are less than previously estimated lives,
it will write-off or write-down technically obsolete or non-strategic assets that
have been abandoned or sold. Actual economic lives may differ from estimated
useful lives. Periodic review could result in a change in depreciable lives and
therefore depreciation expense in the future periods.
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CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (Cont'd)

(f) Impairment of property, plant and equipment, leasehold land and land use
rights
Property, plant and equipment, leasehold land and land use rights are reviewed
for impairment whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable. The recoverable amounts have been
determined based on the higher of value-in-use calculations or fair values less
cost to disposal. These calculations require the use of judgements and estimates.

Management judgement is required in the area of asset impairment particularly
in assessing: (i) whether an event has occurred that may indicate that the related
asset values may not be recoverable; (i) whether the carrying value of an asset
can be supported by the recoverable amount, being the higher of fair value less
costs to sell or net present value of future cash flows which are estimated based
upon the continued use of the assets in the business; and (iii) the appropriate
key assumptions to be applied in preparing cash flow projections including
whether these cash flow projections are discounted using an appropriate rate.
Changing the assumptions selected by management in assessing impairment,
including the discount rates or the growth rate assumptions in the cash flow
projections, could materially affect the net present value used in the impairment
test and as a result affect the Group's reported balance sheet and results of
operations. If there is a significant adverse change in the projected performance
and resulting future cash flow projections, it may be necessary to take an
impairment charge to the statement of profit or loss.

SEGMENT INFORMATION

The chief operating decision-maker ("“CODM") has been identified as the executive
directors of the Company collectively, who review the Group's internal reporting in
order to assess performance and allocate resources.

As all of the Group's business operations relate to the manufacturing and trading
of textile products with similar economic characteristics, the executive directors
review the performance of the Group as a single segment, which covers operations
conducted by subsidiaries in Hong Kong, Macau, the PRC and Vietnam. The executive
directors review resources allocation and assess performance of the Group on a
regular basis based on the following financial information:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd) ha

5 SEGMENT INFORMATION (Cont’d)

Revenue

Gross profit
Gross profit margin (%)

Operating expenses
Operating expenses/Revenue (%)

EBITDA (Note (i))

EBITDA/Revenue (%)

Finance income

Finance costs

Depreciation and amortisation (included in
cost of sales and operating expenses)

Share of profits of associates

Reversal of provision for impairment
loss on interest in an associate

Gain/(loss) on disposal of certain interest in
an associate

Income tax expense

Profit attributable to equity holders of the Company
Net profit margin (%)

Total assets

Equity attributable to equity holders of the Company
Cash and bank balances

Borrowings

Inventories
Inventory turnover days (Note (ii))

Trade and bills receivables
Trade and bills receivables turnover days (Note (iii))

Trade and bills payables
Trade and bills payables turnover days (Note (ii))
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BB HENE ()

5 DHRER (F)

WA

E7
FEF = (%)

REFRX
RER A (%)

FE - FiIA - 8 K EADE A
(P EG))

FE - FHIE - T8 REERT

s A (%)

B U

B 75 PR AR

IrEMEE GTAHEHERAR
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BERE
AREEmTE AREER

RE BEIRITHE

ﬁb
frEiEE A8 (FIaEa))

FEM AR M =R
e AR N R BREE A 8 (FREGn)

ANET/IES S
e AR R R BIA®E A 8 (BIREG))

2018
20184

HK$’000
TR

6,098,153

947,162
15.5%

236,428
3.9%
1,023,782
16.8%

8,583
16,921

162,001
34,520

396
130,101

744,035
12.2%

4,852,710
3,357,578
666,701
459,433

1,068,184
73

916,500
56

781,651
61

BBEn

2017
20174
HK$'000
T
5,993,632

1,116,484
18.6%

177,235
3.0%
1,283,391
21.4%

12,004
12,407

147,176
32,375

46,784

(393)
146,584

975,573
16.3%

5011,768
3,177,168
1,081,844

616,473

978,440
75

943,608
57

930,261
64
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5 SEGMENT INFORMATION (Cont'd)
Notes:

(i) EBITDA is defined as profit for the year before finance income, finance costs, income
tax expense, depreciation and amortisation.
(i) The turnover days are calculated by the simple average of the beginning of the year

and the end of the year balances over cost of sales.

(iii) The turnover days are calculated by the simple average of the beginning of the year
and the end of the year balances over revenue.

A reconciliation of EBITDA to total profit before income tax is provided as follows:

FRBRENT (B)

5 DHRER (F)
BiRE -

() FE - BIR - FTEREHADENIRESR
RARFTHEWA ~ BIERA  FrSTE
X rEEEHATF A -

(i) BEEBIRFINEFREHZBHETY
HRRIASH ERATE

(i) 1R A 2R F Y EHERERR 2 E 1T
BEABAGE -

ME - HIE - TE REEDE N EMF
TR N AR 2 F R B RR AT

2018
20184

HK$000
TRT

2017
20174
HK$'000
FHET

EBITDA FE - BIE - I8 REHEADRT 1,023,782 1,283,391
Depreciation e (160,625) (145,855)
Amortisation s (1,376) (1,321)
Finance income IR ON 8,583 12,004
Finance costs B TS PR AR (16,921) (12,407)
Profit before income tax FT1S %% A1l b A 853,443 1,135,812

The Group's revenue represents sales of goods. An analysis of revenue by

geographical location, as determined by the destination where the products were

delivered, is as follows:

AEEMRAEEREE - iz (B
EmXNZ BN AEE) S5 2 WAK S
W :

2018 2017

20184 20174

HK$'000 HKS$'000

FET FHT

PRC Fh 1,204,890 1,075,447
Vietnam e 2,627,829 2,548,264
Hong Kong BB 638,657 745,700
America =M 188,553 261,668
Other South East Asia countries (Note (i) HEeRmasBEER (i) 419,608 350,424
Sri Lanka HrEBR 384,936 404,898
India E 67,039 73,651
Haiti Y 188,254 157,241
Africa FEM 311,362 280,282
Others HAith 67,025 96,057
6,098,153 5,993,632
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd) me B Rk (8)
5 SEGMENT INFORMATION (Cont'd) 5 2EHER (&)
Note: BIEE -
(i) Other South East Asia countries mainly include Indonesia, Cambodia and Thailand. () EtREEEREEVIEHNE « RIFE
RZRE -
For the year ended 31 March 2018, customer A and customer B accounted for H ZE2018F3A31B L FE ' BFAR
approximately 41% (2017: 46%) and 16% (2017: 11%) of the Group's revenue, B PBD RIA AN =B U A #941% (2017
respectively. All other customers individually accounted for less than 10% of the &1 46%) F16% (20174 1 11%) ° B2
Group's revenue for years ended 31 March 2018 and 2017. 2018%F }2017%3A31BILEFE A
Hith P& BEREBBASER10% °
The Group's non-current assets (excluding interests in associates and deferred AEBEZHERDEE (TRIERHEZ
AS— b L 2 =+ 2 A
income tax assets) are located in the following geographical areas: e Al 2w MRS B AE) (IR
LA &
Group
rEH
2018 2017
20185 20174F
HK$’000 HK$'000
FTHET FAT
PRC F 1,402,127 1,271,094
Hong Kong B 12,218 23,688
Vietnam ji1e] 309,529 297,550
Others EHAth - 1,651
1,723,874 1,593,983
6 LAND USE RIGHTS 6 LibfEAMm N
The Group's interests in land use rights represent prepaid operating lease payments AR Lo R 2w R R B
= AL ET Narg K
in the PRC and their net book values are analysed as follows: BAEEHEORE - AREFES TH
T
2018 2017
20184 201745
HK$’000 HK$'000
Fit T
At 1 April R4H1H 45,007 49,133
Amortisation N (1,376) (1,321)
Currency translation differences SN E =58 4,692 (2,805)
At 31 March M3A31RH 48,323 45,007
In the PRC held on: RABFEE
— Land use rights of between 10 to 50 years — FHNF10E505F 2 T fF AR 48,323 45,007
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7 PROPERTY, PLANT AND EQUIPMENT

108

FRBRENT (B)

7 UE - BEERE

Leasehold
improvements,
Leasehold Plantand  furniture and Motor Computer ~ Construction
land Buildings machinery equipment vehicles software in progress
HENE
gL BT HERHE GARRG RE Eligs ERIE @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$/000
TR THR TR AR THx TR TAR Thx
At 1 April 2016 R201654818
Cost A 4260 1,172,201 2303785 288178 36907 78614 108,898 4012863
Accumulated depreciation ZiE (1240 (352887)  (1.944293) (176,047) @3277) (399) - (2,501,715)
Net book amount BEFE 3018 819334 37949 112,131 13630 74,645 108,898 151,148
Year ended 31 March 2017 BE017E3A3ALERE
Opening net book amount ENEREE 3018 819334 37949 112131 13630 74645 108,898 151,148
Additions KB - 4007 10376 10353 1433 16,304 123606 166,369
Disposals and write-off f8 16 - (4018) (790) (1,180) (119 - - (6,106)
Depreciation nE 97) (52,269) (50597) (29.967) (4433) (8492) - (145,855)
Transfers A - 5702 52348 2403 - - (81453) -
Currency translation differences HEREEE - (#3430) 23019 (4680) (568) - (6,529) (78222)
Closing net book amount EREmEE 2921 729326 367814 110260 9,94 80,547 14452 147,334
At 31 March 2017 2017538310
Cost A 4260 1,109,834 221987 299801 31,097 95008 144522 3,904,349
Accumulated depreciation ZiHrE (1339) (380508 (1,852013) (189,541) (21,153) (12461) - asTon)
Net book amount HEE 2921 729326 367814 110,260 9,944 82,547 144522 147,334
Year ended 31 March 2018 BE018E3A3ALLEE
(Opening net book amount ENEmEE 2921 729326 367,814 110,260 9,944 82,547 144520 1,447,334
Additions FE - 1,063 10,484 30462 7,546 2,675 117,689 169,919
Disposals and write-off {H S - (49) (12,387) (1,606) (976) - (193) (15211)
Depreciation e (96) (53,951) (54,030) (38,550) (5,369) (8,629) - (160,625)
Transfers g - 5939 133,655 (2,576) - - (137,018) -
Currency translation differences EHREER - 67,650 20,894 16,831 595 762 13913 120,645
Closing net book amount EREEEE 2825 749978 466,430 114821 11,740 71,355 138913 1,562,062
At 31 March 2018 2018534318
Cost A 4260 1226279 2,508,043 350,706 35,168 98,660 138913 4,362,029
Accumulated depreciation ZitirE (1,435) (476301)  (2,041,613) (235,885) (23,428) (21,305) - (2,799,97)
Net book amount KA 2825 749,978 466,430 114,821 11,740 71,355 138913 1,562,062
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd)

7 PROPERTY, PLANT AND EQUIPMENT (Cont'd)
As at 31 March 2018, buildings with net book value of HK$64,880,000 (2017:
HK$66,123,000) located in Vietnam were built on land of which the Group is in the
process of applying for land use right certificate from the government authority
(See Note 13).

The Group's interests in leasehold land represent prepaid operating lease payments
in Hong Kong and their net book values are analysed as follows:

RBEBHREA
— HEN T 102505

In the Hong Kong held on:
— Leases of between 10 to 50 years

FINANCIAL INFORMATION
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FRBRENT (B)

7 YE-BRERRE ()
M2018F3A31H - A EEFES
64,880,000/ 7T (20174F : 66,123,000/ JT)
HIEFERANEB FER KT EREHG LT
s FAREE Z R 3t (RtEE13) ©

AEERNHEET 2 R RN B AN
MR EHLFRIE - EREFEITND

2018
20184

2017
20174
HK$'000
FHET

HK$’000
TR

2,825 2,921

Depreciation expense recognised in the consolidated statement of profit or loss is
analysed as follows:

-

meEBaRANERZITER N

2018 2017
20184 20174
HK$’000 HKS$'000
FExT FH&TT
Cost of sales SHE KR 149,054 135,886
General and administrative expenses — R RATERB S 11,571 9,969
160,625 145,855
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8 SUBSIDIARIES 8 MEBAF
The following is a list of the principal subsidiaries at 31 March 2018 and 2017: TRHRAR2018F k201743 A31B 2 %
EFEAT :

Particulars of Equity interest
Place of incorporation and issued share attributable to
Name of subsidiaries kind of legal entity capital the Group Principal activities

MEARERE AMALHEREAEEER CBROTRAHEE FEEERGRLIERZ IEEH
2018 2017
20185 20174

Shares held directly by the Company:

ADAEERERS
Pacific Textured Jersey Holdings Ltd. British Virgin Islands, HKS$1 100% 100%  Investment holding
limited liability company 17T
RBRIHSE  BREEAH REZR
Pacific Textiles Overseas Holdings Ltd. British Virgin Islands, HKS$ 1 100% 100%  Investment holding
limited liability company 17T
EBRIHE  BREEAH REZR
Pacific HK & China Holdings Ltd. British Virgin Islands, HKS$1 100% 100%  Investment holding
limited liability company 17T
EBRIHE  BREEAH REZR
Pacific SPM Holdings Ltd. British Virgin Islands, HKS1 100% 100%  Investment holding
limited liability company 17T
EBRIHSE  BREEAH REZR
Solid Ally International Ltd. British Virgin Islands, HKS1 100% 100%  Investment holding
limited liability company 17T
EBRIHS  BREEAH REZR
Fast Right Group Ltd. British Virgin Islands, US$1,000 100% 100%  Investment holding
FREBEERAH limited liability company 1,000%E7T
EBRIHSE  BREEAR REZR
Product Champion Limited British Virgin Islands, Uss1 100% 100%  Investment holding
limited liability company 17T
EBRIHE  BREEAH REZR

110 Pacific Textiles Holdings Limited | 2017 / 2018 Annual Report



FINANCIAL INFORMATION
BHER

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd) SEMBHERNT ()

8 SUBSIDIARIES (Cont'd) 8 MEAR (&)
The following is a list of the principal subsidiaries at 31 March 2018 and 2017 TRHRAR2018F k201743 A31B 2 %
(Cont'd) ZMBAAE : (&)

Particulars of Equity interest

Place of incorporation and issued share attributable to

Name of subsidiaries

WEBARERE

Shares held indirectly by the Company:

kind of legal entity

AR R EARRER

capital

BRITRAHR

the Group
AEEEGERAES

2018
20185

2017
20174

Principal activities

FREK

AAREERERSG :
Fast Right Group (HK) Ltd. Hong Kong, USS1 100% 100%  Investment holding
EREE (%) BRAH limited liability company (E
EFE BREEAA REER
Pacific Textiles Limited Hong Kong, HK$103,000,000 100% 100%  Investment holding and
VNG 71N limited liability company 103,000,000/ 7T trading of textile
B AREMREAA products in Hong Kong
REBETREZERR
Msme
Pacific SPM Investment Limited Hong Kong, HKS$1 100% 100%  Investment holding
BERABHEEERAT limited liability company 1787T
BE  BREARAHA REZR
Pacific Overseas Textiles Macao Macau, MOP1,030,000 100% 100%  Trading of textile
Commercial Offshore Limited limited liability company 1,030,000 F9 & products in Macau
B RE MR PR = 7 5 IR TS R BREERAA PRFIETHBmE S
BRAE
Pacific (Panyu) Textiles Limited PRC, US$89,700,000 100% 100%  Manufacturing and
X (FB) s EERAR limited liability company 89,700,000 7T trading of textile
HE BREFEAH products in the PRC
PR BIE 1747 o B4
NE
Pacific GT Limited British Virgin Islands, US$19,025,000 95% 95%  Investment holding
limited liability company 19,025,000 7T

RBRLES  ARALAF

REER
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8 SUBSIDIARIES (Cont'd) 8 MEAR (&)
The following is a list of the principal subsidiaries at 31 March 2018 and 2017 TRHRAR2018F k201743 A31B 2 %
(Cont'd) SHE AR : (B)

Particulars of Equity interest
Place of incorporation and issued share attributable to
Name of subsidiaries kind of legal entity capital the Group Principal activities

- PN FMRIHEREASEER CRORSHE FLEEEGRIER 2 IEER
2018 2017
2018%F 20174

Shares held indirectly by the Company:

AAEBBEREERS
PCGT Limited Hong Kong, HK$3,900,000 71.25% 71.25%  Investment holding and
limited liability company 3,900,0007 7T trading of textile
BB BREMEAR products in Hong Kong
REBETREER KR
MigmE
Pacific Crystal Textiles Limited (‘PCTL") Vietnam, US$48,000,000 71.25% 7125%  Manufacturing and
limited liability company 48,000,0003 7T trading of textile
W AREEAR products in Vietnam
PR T B EE
k&5
South Shining Limited British Virgin Islands, USST 95% 95%  Investment holding
HEARAA limited liability company (E REER
EBRZHE  AREEAA
(a) Material non-controlling interests (a) EARFEZEHERER
The total non-controlling interest as at 31 March 2018 is HK$(16,716,000) (2017 201853 A318 2 3 4 &l M # &=
HK$3,280,000), mainly comprised the Group's investment in Vietnam through 48 FH 5(16,716,000) 7 7T (20174F :
Pacific GT Limited, PCGT Limited and PCTL. The non-controlling interests in 3,280,000 70) * EEBREAEEE
respect of South Shining Limited are not material. i@Pacific GT Limited ~ PCGT Limited &

PCTLRNMRETNRE - BEERA
BIRFFES RSB IFERX -
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8 SUBSIDIARIES (Cont'd)

(a) Material non-controlling interests (Cont’d)
Summarised financial information on subsidiaries with material non-controlling
interests
Set out below are the summarised financial information for each subsidiary that
has non-controlling interests that are material to the Group.

8 KEAR (&)
(a) EXRGFEZFIMERER (H)
HHERIED 1 18 A 7.2 B
AT HINERHAKEN S BEAW
SRS KB AR 2 BE

BBEE o
Pacific GT Limited PCGT Limited PCTL
2018 2017 2018 2017 2018 2017
20185 20174 20185 20174 20185 20174
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000
TER AT TER FAL TER FAL
Summarised balance sheet EEEERUE
Non-current assets FnEEE 2,925 2,925 390,702 390,821 312,201 290,455
Current assets MBEE 135,960 139,476 150,957 379,735 584,566 651,158
Non-current liabilities FrRBERE - - 146,169 578,342 20,031 -
Current liabilities nBERE 8,829 8,745 421,517 188713 561,460 584,294
Net assets/(liabilities) BE/(BE) #E 130,056 133,656 (26,027) 3,501 315,276 357319
Summarised statement of BREHE
profit or loss
Revenue WA - - 216,787 1,499,618 139,442 801,688
(Loss)/profit for the year FE (BB)/ &7 (3,600) (5902) (26,880) (11,298) (45,977) 59,824
Other comprehensive (I0ss)/ FEEMZE (BR)/
income for the year LN - - - = 1,507 (7,680)
Total comprehensive (loss)/ FEEE (B8)/
income for the year WA (3,600) (5,902) (26,880) (11,298) (44,470) 52,144
Total comprehensive (loss)/ AR I R
income allocated to ZEM (FR),/
non-controlling interests LNt (180) (295) (7,728) (3,247) (12,785) 14,991
Dividends paid to non-controlling AR R 2SR
interests [d=) = = = = - -
Summarised cash flows BERERE
Net cash generated from/(used in) LETENG
operating activities (TR 2B 258 17 @) (33,645) 5,595 17,195 9,836
Net cash used in investing REZHMERE
activities FE = = (39,420) (16,598) (7,741) (47,347)
Net cash used in financing BREEHMARS
activities FE - = = = = -
Net increase/(decrease) in cash ReRESEER
and cash equivalents #m,/CRd) 38 17 2) (73,065) (11,003) 9,454 (37,511)

The information above is the amount before inter-company eliminations.

As at 31 March 2018, cash and bank deposits of HK$19,251,000 (2017:
HK$10,525,000) of PCTL are held in Vietnam and are subject to local exchange
control regulations. These local exchange control regulations provide for
restrictions on exporting capital from the country, other than through normal
dividends.

B ER R A RBEEA S

MR20185F3 8318 - PCTLR B H A
& MIRITFER19,251,0007 7T (2017
£ :10,525,000/8 7T) + B A5 b
PEE HIARE M ARMR - 2T INES
AR E BB A ' B AR {EHBR ]
MEIB B X BAR B IE H AIBR AN o
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9

INTERESTS IN ASSOCIATES AND AMOUNT DUE TO AN ASSOCIATE

(a) Share of net assets and goodwill

SPM Automotive Textiles Co., Ltd.

ETIEXR (BM) REHBER

FRBRENT (B)

REBEQAT 2SR EN—BBEQT

FRIE

(@ PHEEFERBE

2018
2018%F

HK$'000
FTET

2017
20174
HK$'000
FBT

(“SPM Automotive”) BRAR (FETIEK]) 39,419 27,932
Teejay Lanka PLC ("PT Sri Lanka”) Teejay Lanka PLC ([PTHTE @K ]) 273,592 267,286
313,011 295,218

Movements in share of net assets of associates are as follows:

DIEMERREEFEIEBHNT :

2017

20184 20174F

HK$’000 HKS$'000

FET T

At 1 April R4H18 295,218 237,312
Dividends 85 (20,435) (20,761)
Share of profits 1 34,520 32,375
Release of net assets as a result of disposal HEEBEBKRZEEFE 396 (393)
Reversal of provision for impairment B E R = 46,784
Currency translation differences SN E =58 3,312 (99)
At 31 March M3A318 313,011 295,218

H E2017F3A31BHIEFEE BE
BHAREBNPTH 2M X ZE
AEETHGE REEDZE S
RNAZ BRI RTEB KRR TS
AR BE SRR EH 2 R E & E
46,784,000/ L fEE B2 - PTHTE B
WA ESERBEREE @ HER
FAEBEMERE  ERERMITEE
BEFE14% °

During the year ended 31 March 2017, management assessed the carrying
amount of the Group’s interest in PT Sri Lanka, and determined that
HK$46,784,000 of the provision for impairment previously made should be
reversed, taking into account the associate’s financial performance and expected
future market conditions. The recoverable amount of PT Sri Lanka, which
exceeded its carrying amount, was determined based on value-in-use, with
discount rate of 14% per annum.

114 Pacific Textiles Holdings Limited | 2017 / 2018 Annual Report



FINANCIAL INFORMATION
BHER
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9 INTERESTS IN ASSOCIATES AND AMOUNT DUE TO AN ASSOCIATE (Cont'd) 9 REENTFIZEZREN—EEEAT
FIE ()
(a) Share of net assets and goodwill (Cont'd) (a) P HEEFEHEEE (&)
The particulars of the associates at 31 March 2018 and 2017, which were held PR20184F K&2017F3H31H 2 Bt & A
indirectly by the Company, are as follows: A (AARREERE) ZFEAT -

Equity interest
Place of incorporation and Particulars of attributable
Name of associates kind of legal entity issued share capital to the Group Principal activities

EMARIER B#1T rEE
BEARERE HAERER B AR LR AR R TEER
2018 2017
2018% 20174

SPM Automotive PRC, limited liability company US$7,500,000 33% 33%  Manufacturing and
EDINEN FE - BRETAR 7,500,000 7T trading of vehicles
related textile products
in the PRC
BT AR
MEmEERE S
Teejay Lanka PLC Sri Lanka, limited liability RS2,749,266,000 28% 28%  Manufacturing and
company 2,749,266,0008 BB RELL trading of textile
B AREMAFA products in Sri Lanka
R BRI RS
MigmELERE 5
SPM Automotive is an unlisted company in the PRC and there is no quoted FEIEARE—HFBEIFELETAF -
market price available for its shares. U EL AR I A ] A T35 (B o
At 31 March 2018, the quoted market value of the Group’s interest in Teejay 20183 A31H + & & B RKTeejay
Limited, which is listed on the Colombo Stock Exchange in Sri Lanka, was Limited (— &l 7A BT 2 B K &} tw 3% 38
approximately HK$316,053,000 (2017: HK$370,349,000). FRSHTEMHRAE) W= TR

™ B 49 £316,053,000/ 7T (20174 :
370,349,000/ 7T ) °
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9

INTERESTS IN ASSOCIATES AND AMOUNT DUE TO AN ASSOCIATE (Cont'd)

(a) Share of net assets and goodwill (Cont'd)
Summarised financial information for associates
Set out below are the summarised financial information for SPM Automotive and

FRBRENT (B)

9 REEQRZEZREN—MBEQT
IE (8)
(@) PHEEFEEBE (K)
BERRIRHEEHE
AT #HIET B A KPTH 23R AR

SEARNPBERBE -

PT Sri Lanka, which are accounted for using the equity method.

SPM Automotive PT Sri Lanka Total
FIEKR PTETEM £ et
2018 2017 2018 2017 2018 2017
201845 20174 20184 20174 20185 20174
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR FAET THER TAET TAERT FAET
Summarised balance sheet EEEBRHE
Non-current assets ERBEE 9,531 9,380 430,745 398,646 440,276 408,026
Current assets MBEE 212,325 138,190 568,117 456,151 780,442 594,341
Non-current liabilities ERBERE - = 83,338 52,242 83,338 52,242
Current liabilities mBAE 102,405 62,926 316,614 231,021 419,019 293,947
Net assets EEFE 119,451 84,644 598,910 571,534 718,361 656,178
Summarised statement of BRRUE
profit or loss
Revenue WA 363,126 244080 1,271,388 1166339 1,634,514 1410419
Profit for the year FEaF 31,332 10,655 86,254 103,513 117,586 114,168
Other comprehensive income ~ FEE 2 HEHA
for the year - - - - - -
Total comprehensive income 4 [E 2 WA #5E
for the year 31,332 10,655 86,254 103,513 117,586 114,168
Reconciliation of the above summarised financial information of the associates FE AR MEER B EEAEE
to the carrying value of the Group's interest in associates. RREGEN Bl AR E B B 58K o
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9 INTERESTS IN ASSOCIATES AND AMOUNT DUE TO AN ASSOCIATE (Cont'd) 9 REBEATZEZREN—BEEQT
IE ()
(a) Share of net assets and goodwill (Cont'd) (a) P HEEFEHEEE (&)
Summarised financial information for associates (Contd) BE DGR EERBEE (&)

SPM Automotive PT Sri Lanka Total
FIEKR PTETEM £ et
2018 2017 2018 2017 2018 2017

20184 20174 20185 20174 20185 20174
HK$’000 HK$'000 HK$'000 HK$'000 HK$’'000 HK$'000
FTExT FHT TExT FTAT THERr FHT

Opening net assets at 1 April P4 B1BEMZ

BEFE 84,644 80,141 571,534 533914 656,178 614,055

Currency translation N B ET
differences 8,981 (4,988) 1,907 1414 10,888 (3,574)
Issuance of share BITRRAD - - 5,922 4,780 5,922 4,780
Profit for the year FERA 31,332 10,655 86,254 103,513 117,586 114,168
Dividends e (5,506) (1,164) (66,707) (72,087) (72,213) (73,251)

Closing net assets at 31 March  R3A31HERZ

BEFE 119,451 84,644 598,910 571,534 718,361 656,178

Net assets attributable to AEEEEEETE

the Group 39,419 27,932 167,156 160,316 206,575 188,248
Goodwill B - - 109,315 109,863 109,315 109,863
Less: Unrealised gain on sale of i : HEHE T —F

machinery to an associate YN d

REBUZE - - (2,879) (2,893) (2,879) (2,893)

Interests in associates iGN Fiy 39,419 27,932 273,592 267,286 313,011 295218
Dividends received from B E R RIRE

associates 1,817 365 18,618 20,396 20,435 20,761
The information above reflects the amounts presented in the financial statements B R R B B R N BB IS IR A A
of the associates adjusted for differences in accounting policies between the TR YERASERABRERRZE
Group and the associates. STBREERIELAE o
There are no contingent liabilities relating to the Group's interests in associates. REERBE AR NERTENE &

f&

Cash and bank deposits of HK$49,371,000 (2017: HK$41,401,000) which belongs TR B 5 B 55 B R AN £ B 7 A B 2 B
to the Group’s associate in the PRC are held in the PRC and are subject to local &N A AR & RIR1T17 549,371,000/
exchange control regulations. These local exchange control regulations provide 7t (20174 : 41,401,00087T) - BER
for restrictions on exporting capital from the country, other than through normal 75 SN E AR E VAR IR © sZ TS
dividends. SINE B Tl 47 7E 18 B A B B AN

PR - HEE ST BAE E L RIRRID -
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9 INTERESTS IN ASSOCIATES AND AMOUNT DUE TO AN ASSOCIATE (Cont'd)

(b) Amounts due from associates

The amounts due from associates are unsecured, non-interest bearing and

repayable on demand. The amounts are denominated in USS.

(c) Amount due to an associate

The amount due to an associate is unsecured, non-interest bearing and
repayable on demand. The amount is denominated in RMB.

(d) Disposal of certain interests in an associate

During the year ended 31 March 2018, certain employees of PT Sri Lanka
exercised their share options. In this connection, a deemed disposal gain of
HK$396,000 (2017: loss of HK$393,000) was recognised by the Group, being the
difference between the Group's share of net assets in PT Sri Lanka immediately
before and after the exercises. The Group's interest in PT Sri Lanka remains at

approximately 28%.

10 AVAILABLE-FOR-SALE FINANCIAL ASSETS

FRBRENT (B)

9 MEERNRZEDREN—HBERT
IE (8)
(b) FEWrE# A R FIH
FEY B 2 N RIRIAREER - RER
REREHER - @FIAETTIIE o

(c) FE—MEB& A RIFR
FE — B S R R RIA R BN - 2
BERREREEE - SRUAREKS
o

(d) BHE—MBE QRS TER
R E E2018F3A318 L F & » PTHT
E%ﬁ%ﬂ’]**ﬁ@%ﬁﬁﬁ%ﬂ&% £z
15 7B H & U £5396,00078 7T (2017
i : [E538393,0007% 7T ) (BN EEE LT
AT RBE I TE R A EENPTHTE S
%”Wﬁ%i%fﬁm%%ﬁ) G FN e
R o NEBNPTH 2/~ 2 & IRFF
FE#I28% °

10 AIEHESHEE

2018 2017

20184 20174

HK$’000 HK$'000

FHERT T

Club debentures @EEA 853 853
At 1 April R4H1H 853 1,741
Impairment NERI=N - (888)
At 31 March M3H31H 853 853

The fair values of club debentures are based on second hand market prices. See

Note 3.3 for further information on fair value. Available-for-sale financial assets are

denominated in HKS.

118 Pacific Textiles Holdings Limited | 2017 / 2018 Annual Report

BREFCAREBIRE_FMHERE
Ee RME3EMARECE —F &

£ A ES

BMEELBITIE



FINANCIAL INFORMATION
BHER

& A + Y (4=
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd) me B Rk (8)
11 INVENTORIES 1 #&
2018 2017
20184 201745
HK$’000 HK$'000
FHET FHT
Raw materials =gt 528,928 474,439
Work-in-progress 85 290,547 317,005
Finished goods UK 248,709 186,996
1,068,184 978,440
The cost of inventories included in cost of sales during the year amounted to FERNFABEBEKREAZEERRNLD A
approximately HK$4,525,040,000 (2017: HK$4,246,957,000). 4,525,040,0005 7T (20174E : 4,246,957,000
BIT) °
12 TRADE AND BILLS RECEIVABLES 12 ERERE=E
2018 2017
20184 201745
HK$'000 HKS$'000
TET FHT
Trade receivables FEU BR X 887,398 868,220
Bills receivables et 30,923 77,034
918,321 945,254
Less: Provision for impairment of trade receivables 33 : FEUBRE FORE B (1,821) (1,646)
916,500 943,608
Majority of the Group’s sales are with credit terms of 30 to 60 days. Trade and bills AEBRFHEE 2 EEHN F30&60
receivables were aged as follows: R o EUERR R ER ZBREHHI T ¢
2018 2017
20184 201745
HK$'000 HKS$'000
FET FAT
0 - 60 days 0— 60K 852,022 879,439
61 - 120 days 61 — 120K 65,252 64,378
121 days — 1 year 121k — 148 1,047 1,437
918,321 945,254
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12

TRADE AND BILLS RECEIVABLES (Cont'd)
Trade and bills receivables were denominated in the following currencies:

FRBRENT (B)

12 BRERRERE (8)

FEUBR R S I A N EREDI(E

2018 2017

20184 20174

HK$’000 HK$'000

FET T

HKS BT 184,253 159,767
uss ETT 642,930 751,009
RMB ARE 91,138 34,478
918,321 945,254

The top two customers accounted for approximately 41% (2017: 54%) and 17% (2017:
14%), respectively, of the Group's trade and bills receivables; all other customers
individually accounted for less than 10% of the Group's trade and bills receivables
as at 31 March 2018.

The fair value of trade and bills receivables approximate the net book carrying
amounts.

At 31 March 2018, trade and bills receivables of approximately HK$ 1,821,000 (2017:
HK$1,646,000) were impaired and fully provided for. The individually impaired
receivables relate to sales proceeds receivable from customers, which have remained
long overdue and management considered the recoverability is remote.

At 31 March 2018, trade receivables of HK$26,190,000 (2017: HK$29,185,000) were
past due but not impaired. These relate to a number of customers for whom there
is no recent history of default. The ageing analysis of these trade receivables is as
follows:

BMAREDIAMEREBRIEER R E
B41% (20174F : 54%) E2179% (20174F : 14%)
201838318 » AT EMEREEREA

KERUCRREREDMNI10% °

FEARBR R R R 2 DA (B ERARENFEARE -

MR2018F3A31H  EIREE R K EEH
1,821,000/ 7T (20174F : 1,64600078 7T) E 3
BERBEHEME - B EBREREKRERERE
WERFZIHEMSRIBEEHA  M&FHE
IS EE B2 BEEERAHT

W Bl AR

#2018F3 8318 » BEMBE I ARIFE 2 FEUK
BR 3K 426,190,000/ 7T, (20174F : 29,185,000/
J0) o HEE TSR RFEE
B o ZEEMERF 2 BRI AT EZIZAT -

2018 2017
20184 20174
HK$’000 HK$'000
FET FHT

Past due by: 2 Ay :
0 - 60 days 0— 60K 26,190 29,185
61— 120 days 61 — 120K - -
121 days - 1 year 121K — 14 - -
26,190 29,185
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12 TRADE AND BILLS RECEIVABLES (Cont'd) 12 BRERRERE (8)
Movements in the Group's provision for impairment of trade receivables are as 72 55 B 3k B U BR SR AE R B B s 2  Ehan
follows: T
2018 2017
20184 20174F
HK$'000 HK$'000
THERT FHET
At 1 April R4A18 1,646 5,533
Currency translation differences INEE IR wE 155 24
Provision/(reversal of provision), net Bl (B B) F58 782 (3,865)
Written off Ji 55 (762) (46)
At 31 March M3A31H 1,821 1,646
The creation and release of provision for impaired receivables have been included EURE FE W R IR B B B AR S SRR EL AT A
in distribution and selling expenses in the consolidated statement of profit or loss. EBmRIZDEREERIA - 5T AR
Amounts charged to the allowance account are generally written off when there is R 2 R — R ETE AR R INE &
no expectation of recovering additional cash. S E I
The maximum exposure to credit risk at balance sheet date is the net book carrying WEER » FREERR R D EUEIE
amounts of the receivables mentioned above. The Group does not hold any collateral ZBREDFE o ANEEW EFEAEAER R
as security. YEHELR ©
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13 DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES 13 BE » FAREREMENE
2018 2017
20184 20174
HK$’000 HKS$'000
FET FHET
Rental, utility and other deposits e ARREEEMIERS 222 319
Prepayments for purchase of inventories BEFEAENNZIE 33,955 33,083
Prepayments for purchase of machinery BB TR FE 47,228 42,657
Prepayments for acquisition of land use rights U B + Hb (5 TR SR 65,408 58,132
Other prepayments H fth FE 15 FOH 5,912 6,867
Value-added tax recoverable A] Y [a] BB Fi 27,216 24,274
Interest receivable FE UL FI B, - 349
Others =i 11,162 19,460
191,103 185,141
Less non-current portion: WIERBE S
Prepayments for purchase of machinery IE B TR SR IE (47,228) (42,657)
Prepayments for acquisition of land use rights Wi + b FR R TR 5K IE (65,408) (58,132)
(112,636) (100,789)
Current portion RENE D 78,467 84,352
Deposits, prepayments and other receivables are denominated in the following e TANFIEREMERTIAR N5E
currencies: BEHE -
2018 2017
201845 201745
HK$'000 HKS$'000
FHET FHT
uss ET 30,772 36,531
VND WA 89,788 81,202
RMB ARHE 69,414 64,312
HK$ BT 1,107 3,096
MOP Pl 22 -
191,103 185,141
The book carrying amounts of deposits, prepayments and other receivables & - T FRIA & E At FE YR IE 2 BREE
approximate their fair values. HH N ERE °
The maximum exposure to credit risk at balance sheet date is the book carrying REEH  xAEERRAZS - B
value of deposits, prepayments and other receivables. The Group does not hold H R HAEWRIR 2 BREE - AEEWE
any collateral as security. FrE IR R LR o
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14 {TEE®T A

14 DERIVATIVE FINANCIAL INSTRUMENTS

2018 2017
20184 20174
HK$’000 HKS$'000
FERT FHET
Forward foreign currency contracts RERIMNE S K
— Assets —&E 16,284 -
- Liabilities —8f& (924) =
At 31 March 2018, the notional principal amount of the Group’s outstanding forward 20183 A318 « AN&EE Z AR EI AR SN
foreign currency contracts was HK$216,294,000 (2017: nil). FE & %) 2 % % A £ 5 5216294000 T °
(20174 : #%)
The maximum exposure to credit risk of the derivative financial assets at the balance REER  fTESREEZRAEERR
sheet date is the book carrying value of the derivative assets. Refer to Note 3.1 for RTEBEZREB  BE#E—FER -
further information. ELRMIEE3 -
15 CASH AND CASH EQUIVALENTS AND SHORT-TERM BANK DEPOSITS 15 BERAESEEEB URERRTER
2018 2017
20184 20174F
HK$’000 HKS$'000
FERT FHET
Cash and cash equivalents BekReEEEER 622,826 995,538
Short-term bank deposits RHESRITER 43,875 86,306
666,701 1,081,844
The maximum exposure to credit risk at the balance sheet date is the book carrying REEH  ZAEERBARITES 2K
value of the cash at banks. HE °
Cash and cash equivalents and short-term bank deposits are denominated in the Re RRSEFMEEB AREHRITFERIR
following currencies: LATNERTIE
2018 2017
20184 201745
HK$'000 HK$'000
FET FHT
uss e 465,150 659,302
HKS BT 106,053 252,005
RMB AR 86,192 166,831
VND A 2,867 3,112
LKR HTEM-REL 6,250 37
Others A, 189 557
666,701 1,081,844
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15 CASH AND CASH EQUIVALENTS AND SHORT-TERM BANK DEPOSITS (Cont'd) 15 BE&RBELEZEEB UREHRTER (&)

The Group's cash and bank balances denominated in RMB and VND are primarily AEBUAREEEEEIEZRE R
deposited with banks in the PRC and Vietnam. The conversion of these RMB and VND RITHEBR D EZT A B KRB 2 iR
denominated balances into foreign currencies and the remittance of funds out of the T BZEARB RBmEEIEZ R
PRC and Vietnam are subject to rules and regulations on foreign exchange control HAR R SN DA R B R E R B N R 3R AN
promulgated by the PRC Government and the Vietnam Government, respectively. 7838 <7 FR BB K # R U 9 Bl AR A 2

SN Rl AR Al R AR FE

Cash at bank earns interest at floating rates based on daily bank deposit rates RITRSIRBITE A TR ELZ B B
ranging from 0.8% to 2.1% per annum at 31 March 2018 (2017: 0.8% to 2.1% per A E - R2018F3A31B EENFHF
annum). 0.8%%2.1% (20174 : HEF0.8%ZE2.1%) °
The effective annual interest rate and maturities of short-term bank deposits at 31 R20184F 20174383180 « REBIRITTF
March 2018 and 2017 are as follows: NEBRENREREBHEWAT :
2018 2017
201845 201745
Effective annual interest rate BEREFR=E 0.80% 0.92%
Maturities ] = 91-365 days 91-365 days
91-365K 91-365K
16 SHARE CAPITAL AND SHARE PREMIUM 16 RAR R EE
(a) Share capital (a) B
Number
of share Share capital
(thousands) HK$’000
dvip =] [N
(F3H) F#E T
Ordinary shares, issued and fully paid ERTRBREETER
At 1 April 2016, 31 March 2017 and R2016F4 18 ~ 201738318 &
31 March 2018 2018%F3A31H 1,446,423 1,446
(b) Share premium (b) B RE
In accordance with the Companies Law, Cap.22 of the Cayman Islands, the BERSEERNANEENE @ RDE
share premium is distributable to the shareholders of the Company, provided BRI HDIRTARRIIRE » AR A
that immediately following the date on which the dividend is proposed to be REEZRREREERR  AFH
distributed, the Company will be in a position to pay off its debts as and when HEEZEA B BERERRNEHKNEIE -

they fall due in the ordinary course of business.
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16 BRARKRDEE (H)
(c) BEMRAERT 8

16 SHARE CAPITAL AND SHARE PREMIUM (Cont'd)

(c) Share option scheme

The Group's share option scheme was approved and adopted by the Company
by means of a shareholders' written resolution on 27 April 2007.

On 11 October 2013, the Board of Directors approved the granting of options to
eligible employees to subscribe for a total of 10,000,000 shares of the Company
at an exercise price of HK$9.98 per share with vesting period of 3-9 years. These
share options are exercisable at any time during the period from 11 October
2016 to 10 October 2023.

The fair value of the options granted on 11 October 2013, determined using
the binomial model, was HK$18,529,000 at the grant date. The significant inputs
to the model were share price of HK$9.98 at the grant date, exercise price of
HK$9.98, volatility of 45%, expected annual dividend yield of 9%, an expected
option life of 10 years, and an annual risk free interest rate of 2.09%. The volatility
measured at the grant date was referenced to the historical volatility of the
Company.

Movements in share options are as follows:

7N £ B B8 AR #E 5T 81 B 70200744 5 27
BRBRREMARZR 2 A EAR
AL R AR AR o

R2013F10A118 » EERHERSE
Bt EER T BRE UEEFIRT
1 (8 18 9.987 7T 7R B8 & $£10,000,000
BARQRED  BBHAE=ENF -
% 5 BB B M A] 2016810811 A B
20234108108 HA A A 1E {7] B 8 97
fiE o

2 R20135F 108118 &% [ &Y B8 A% 4
REH B EH A 72 {E 418,529,000/
T BDAZHEAEEERAEE -
ZEBREAEZEENERHBH 2K
8 /9.98/% ot ~ 171F (B /9.987% 7t
R A45% « TEEIFE AR B B3R K A
9% - TEHRREIREHAMR B10F R FE &
BB F = &2.09%:T & o P H B H
ZRENETIRERANE 2 BERBE
MmErE °

B2 EEIT

Number of share options

BRESE
2018 2017
20185 20174F
At beginning of year REFE] 9,250,000 9,900,000
Lapsed/forfeited during the year FRKR LI (200,000) (650,000)
At end of year RER 9,050,000 9,250,000

The above outstanding share options have the following expiry date and
exercise price:

it ARITERIE BB E RITE
BT :

Exercise price

per share

Expiry date HK$
BRITEE

Number of share options

=] BT BREHE
2018
20184

10 October 2023 2023 10H10H 9.98 9,050,000 9,250,000
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17 RESERVES 17 %%

Foreign
Capital Statutory currency  Share-based  Available-for-

reserve reserves translation  compensation  sale financial Retained

(Note (i) (Note (ii) reserve reserve  assets reserve earnings
BBt
B EERME L By A&
GE) (Rt ii)) BERE Hemf SREERR REER 5t
HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000
THL THL THL ThL ThL ThL ThL

At 1 April 2016 #2016%54A18 1,000 320411 352,818 9627 = 1,221,609 1,905,465

Profit attributable to equity holders A7 AEREE AEIE T

of the Company - - - - - 975,573 975,573
Currency ranslation differences  MEBREZ - - (148864) - - - (148864)
Total comprehensive income 2HEkAEE = = (148,864) = = 975,573 826,709
Transaction with owners; BEEARS :

Share-based compensation MR AR 2 e 2

expense (Note 24) (FzE24) - - - 2856 - - 2856

Transfer to statutory reserve BRETATERE o 17613 - - - (17613) -

2015/2016 final dividends 201520165 KBRS = = = - - (578,569) (578,569)

2016/2017 interim dividends 2016720175 B 8 = = = = = (433927) (433,927)
Total transaction with owners HEEARSES - 17613 - 2856 - (1,030,109) (1,009,640)
At 31 March 2017 R2017%3A318 1,000 338,024 203,954 12483 - 1,167,073 1,722,534
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17 RESERVES (Cont'd) 17 &4 (&)

Foreign
Capital Statutory currency  Share-based

reserve reserves translation  compensation Other Retained

(Note (i) (Note (ii) reserve reserve reserve earnings
BBt
B EERME L B2
GE) (Rt ii)) BERE HE R Aot REER 5t
HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000
THL THL THL ThL ThL ThL ThL

At 1 April 2017 #2017%4R18 1,000 338,024 203,954 12,483 - 1,167,073 1,722,534

Profit attributable to equity holders A7 AEREE AEMEET

of the Company - - - - - 744,035 744,035
Currency translation differences  SMEHE =% - - 251,908 - - - 251,908
Total comprehensive income 2HEkAEE = = 251,908 = = 744,035 995,943
Transaction with owners; BEEARS

Share-based compensation ARG BER 2 e

expense (Note 24) (BitE4) - - - 1,696 - = 1,696

Lapse of share options BRELN - - - (1,348) - 1,348 -

Transfer to statutory reserve BRETATERE - 25,088 - - - (25,088) -

2016/2017 final dividends 20161201 7ERER S = = = - - (433,927) (433,927)

2017/2018 interim dividends 2017201855 Bk S = = = - - (383,302) (383,302)
Total transaction with owners HEFARSEE - 25,088 - 348 - (840,969) (815,533)
At 31 March 2018 12018%3431R 1,000 363,112 455,862 12,831 - 1,070,139 1,902,944
Representing: AR

Proposed final dividend (Note 28) B RER S (Fiz28) 267,588

Others £t 802,551

1,070,139
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17 RESERVES (Cont'd)
Notes:

128

(i

(ii)

Capital reserve represents the difference between the nominal value of shares
of subsidiaries acquired pursuant to a reorganisation in November 2004 over the
nominal value of the share capital of the Company issued in exchange thereof.

Statutory reserves represent legal reserve of a subsidiary incorporated in Macau and
statutory reserves of a subsidiary incorporated in the PRC.

In accordance with the Macao Commercial Code, the subsidiary incorporated in
Macau is required to set aside a minimum of 25% of its after-tax profit to legal reserve
until the balance of this reserve reaches a level equivalent to 50% of its capital. The
amount of legal reserve of the subsidiary has reached 50% of its capital.

The subsidiary established in the PRC is required to make appropriations to certain
statutory reserves from profit for the year after offsetting accumulated losses from
prior years before any profit distribution to equity holders. The percentages to be
appropriated to different statutory reserves are determined according to the relevant
regulations in the PRC or at the discretion of the board of the subsidiary. Such
statutory reserves can only be used to offset accumulated losses, to increase capital,
or for special bonus or collective welfare of employees.

These statutory reserves cannot be distributed to equity holders of the subsidiary.

No other statutory reserves are required to be made by the Group in other
jurisdictions in which the Group operates.
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18 BORROWINGS 18 fBE
2018 2017
20184 20174
HK$’000 HKS$'000
FET FHET
Non-current: JETRED
Loan from a non-controlling interest of a — A1 B & B FEE Il 1
subsidiary (Note (i) R E R (H30) 146,169 144,772
Current: B
Short-term bank loans (Note (ii)) FEERSRITE R (FaEGi) 313,264 471,701
Notes: ffsE :
(i) The loan from a non-controlling interest of a subsidiary is denominated in USS$, () —FIKTEBAR B IEIE SIS IR E A
unsecured, non-interest bearing, and not expected to be repayable within the next ELAE - AEER - 257 8 RFEEE
12 months. The fair value of this balance approximates its carrying amount. HARARIEAARERE - ZEHRZ DR
BEHEREEFETEE -
(i) The bank loans bear interest at floating rates. The fair values of the bank loans (i) W|ITEFRFBFEGE - RITERZ
approximates their carrying amounts. AREHEREEEE -
The Group's borrowings, after taking into account of repayable on demand clause, LA MRERERRR  AEEBZ2EE
are repayable as follows: EEARAT
2018
201845 20174
HK$’000 HK$'000
FERT FHT
Within 1 year or on demand ARV FEANSIRERKEE 313,264 471,701
The Group's borrowings repayable based on the scheduled repayment dates are i JF SEFAHAEREEENEEN
as follows: N
2018 2017
20184 20174
HK$’000 HKS$'000
FExT FHT
Within 1 year 1R 196,310 191,143
Between 1 and 2 years 1224F 116,954 166,310
Between 2 and 5 years 2E54F - 114,248
313,264 471,701
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18

130

BORROWINGS (Cont'd)
The carrying amounts of the Group's bank borrowings are denominated in the

following currencies:

FRBRENT (B)

18 £ ()

AEBERITEEZHRAEBRATES:

# :

2018 2017

20184 20174

HK$’000 HK$'000

FET T

uss =S 283,264 446,868
HKS BT 30,000 24,833
313,264 471,701

As at 31 March 2017, borrowings of certain subsidiaries amounting to HK$23,833,000
were guaranteed by the Company under certain banking facilities.

As at 31 March 2018, such bank borrowings was repaid and no other borrowings
were guaranteed by the Company.

The exposure of the Group's borrowings to interest rate changes and the contractual
repricing dates were as follows:

NELA AR

6 months or less

R2017F38318 ' EFHEARSREA
23,833,000 B E R A A R RIEE T

RITREBIELER -

R2018%F3H31H * EARITEECEE
B MEEMEERAQFER -

AEBERBEENMNEECRAREESOER

EERHEIIIT

2018
20184

HK$’000
TR

313,264

2017
20174
HK$'000
FHET

471,701
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19 DEFERRED TAXATION 19 EEFIE
Deferred income tax assets and liabilities are offset when there is a legally enforceable BB EEAIMITE N BENEFREHEE
right to offset current income tax assets and current income tax liabilities and when NENHAFRE R B EHEE - BIREMSH
the deferred income tax assets and liabilities relate to income taxes levied by the BEKBRY KRB R HHE LY ER
same taxation authority on either the taxable entity or different taxable entities HERBKTRERNERER B R AF
where there is an intention to settle the balances on a net basis. The offset amounts BMEELEE RN - B BIELEMRSH
are as follows: BERAEGHEEE - HIES|HT

2018 2017
20184 20174
HK$’000 HK$'000
FHBT FET
Deferred income tax assets to be recovered after HBiE12ME A gLz
more than 12 months REFSHEE 9,487 =
Deferred income tax liabilities to BEN2EA BRIz
be settled after more than 12 months REFSHAaE (34,494) (26,069)
The net movement in the deferred income tax account is as follows: FEIEFTSTRTERFEE T ¢
2018 2017
20184 20174
HK$’000 HKS$'000
FET FH&TT
At 1 April m4A1H (26,069) (28,955)
Charged to the consolidated statement of profit or RiF BB RN (HaE26)
loss (Note 26) (4,074) (5,171)
Payment of withholding tax X ATEHR 7,410 6,898
Currency translation differences SN BT 2R (2,274) 1,159
At 31 March M3H31H (25,007) (26,069)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd) renBRR M (8)
19 DEFERRED TAXATION (Continued) 19 ELEBE (&)
The movement in deferred income tax assets and liabilities, without taking into BLEMEMEERBEED CReT RE—
consideration the offsetting of balances within the same tax jurisdiction, is as follows: I aEER RIS 2 A8 AT
Deferred income tax assets: RIEFTSIREE
Provisions
for doubtful
debts,
inventory and
staff benefits Tax losses
HET
BRIRE BiEEE ot
HK$’000 HK$’000 HK$’000
FH&xT FHERT TERT
At 31 March 2016 M2016%E3H31H 4,510 - 4510
Credited to the consolidated statement
of profit or loss RERBEBREETA 7,194 - 7,194
At 31 March 2017 M2017%3A31H 11,704 - 11,704
Credited to the consolidated statement
of profit or loss REFEEEmERTTA (5,442) 10,622 5,180
At 31 March 2018 7R2018%3A31H 6,262 10,622 16,884
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19 DEFERRED TAXATION (Cont’'d) 19 IEFEFIIE (48)
Deferred income tax liabilities: BREFSHEE

Accelerated Undistributed

tax profits of a
depreciation  subsidiary and
allowance associates
it 18 A =] B
bR B E B N
wERE R BT st
HK$'000 HK$’000 HK$’000
THET THER THERT
At 31 March 2016 7201653 A31H 9,010 24,455 33,465
Currency translation differences NSRS EE - (1,159) (1,159)
Transfer to current tax liabilities EEREPIHTIEA G = (6,898) (6,898)
Charged to the consolidated statement  FR4R& Bk
of profit or loss 3,465 8,900 12,365
At 31 March 2017 R201743831H 12,475 25,298 37,773
Currency translation differences INEIRE R = 2,274 2,274
Transfer to current tax liabilities EREATEER = (7,410) (7:410)
Charged to the consolidated statement  R4R& BRIk
of profit or loss 154 9,100 9,254
At 31 March 2018 7201863 H31H 12,629 29,262 41,891
Deferred income tax assets are recognised for tax loss carry-forwards to extent that EXFMBREEDLEENT AR B
the realisation of the related tax benefit through future taxable profits is probable. R HEAB A BB B R M R B A A
As at 31 March 2017, the Group did not recognise deferred income tax assets of NPT AN SRR - K2017F3A31
HK$1,988,000 in respect of tax losses amounting to HK$12,051,000 that can be B - RSB E LA R R EE R
carried forward indefinitely against future taxable income. 7 2R JE R 75t A O A5 TR B 1512,051,00078

TLRERIE T AT S 7 & 1,988,000 7T
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20 TRADE AND BILLS PAYABLES

FRBRENT (B)

20 EERARERE

2018 2017

20184 20174

HK$’000 HK$'000

FET FHT

Trade payables FESBRFR 760,538 913,916
Bills payables BN =& 21,113 16,345
781,651 930,261

The book carrying amounts of trade and bills payables approximate their fair values.

Credit period granted by creditors generally ranges from 30 to 90 days. Trade and

bills payables were aged as follows:

Cf

+
T

ENEAERRZEAERLRAER

ETRTZEEH RN FI0E0K -
ENRA R ER 2 ARERNT

2018 2017

20184 20174

HK$'000 HK$'000

FExT FHET

0 - 60 days 0— 60K 752,880 800,656
61 - 120 days 61— 120K 19,107 97,877
121 days — 1 year 121K — 145 9,664 31,728
781,651 930,261

Trade and bills payables were denominated in the following currencies:

FEN R R EBIA TSI EHEHE ¢

2018 2017
20184 20174

HK$’000 HK$'000

FE&xT T

uss E7T 662,796 839,191
HKS BT 16,632 19,219
RMB AR 97,008 66,274
VND HMEE 5,215 5577
781,651 930,261
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21 ACCRUALS AND OTHER PAYABLES 21 FEFEA REMENRE
2018 2017
20184 20174
HK$’000 HKS$'000
FET FHET
Accrual for operating expenses LB ZEETIER 41,455 45,865
Payables for purchase of property, plant BEWE  BEIREHEHZ

and equipment FE{S FIE 26,654 22,856
Provision for employee benefits expense EERAMZ LB E (BIEEL)

(including bonus) 86,645 97,558
Provision for customer claims and goods return BB R IREEE 24,953 14,473
Provision for reinstatement costs (B8R AN 20,148 =
Receipts in advance T8 U I8 5,179 10,937
Others Hib 14,979 24,622

220,013 216,311

Less: non-current portion: W IERENE S

Provision for reinstatement costs (B8 AN B4 (20,148) =

Current portion mEIEl S 199,865 216,311
Accruals and other payables were denominated in the following currencies: JEEtIE B R HE M ENRIEIA T &8st

& :

2018 2017

20184 20174

HK$’000 HKS$'000

FExT FET

HKS BIT 77,349 60,872

RMB AR 103,071 138,468

uss$ =S 16,457 14,017

Others Hib 23,136 2,954

220,013 216,311
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22 OTHER INCOME AND OTHER GAINS/(LOSSES) - NET 22 Hitlg ARE M (BR) - F8
2018 2017
20184 20174
HK$’000 HKS$'000
FET FHET
Other income: HEMUA -
Sale of residual materials H e | sa R 42,211 39,026
Sub-contracting income SBWA 3,887 10,084
Handling income RIBUTA 3,350 3,481
Rental income AU A 5,079 4,940
Government grants BT i B 17,770 11,594
Customer compensation for order cancellation BB E v BEEEE 13,251 14,338
Loss on disposal of property, plant and equipment  HEWE - BEMREZEE (8,363) (1,883)
Sundry income HIEUA 36,159 32,926
113,344 114,506
Other gains/(losses) - net: HEhurzs (E18) — B4 ¢

Derivative financial instruments — forward foreign TESRITE — =HINESHD
currency contracts 15,360 (1,706)
Net foreign exchange (losses)/gains HNE (E518) /W FE (12,573) 5,400
2,787 3,694
116,131 118,200
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23 RUEHS X

23 EXPENSES BY NATURE

2018 2017
20184 201745
HK$’000 HKS$'000
FET FHT
Depreciation of property, plant and equipment ME  MERREITE 160,625 145,855
Amortisation of land use rights 4 b {5 A AR £ 1,376 1,321
Cost of raw materials and consumables used A R R BB RE G E A 2 BN 4,525,040 4,246,957
Provision for/(reversal of provision for) impairment FEURBR SR E B (B E)
of trade receivables, net — F58 782 (3,865)
Employee benefits expense (including directors’ BERAHY (BHEEHEE)
emoluments) (Note 24) (Bf5E24) 598,661 548,005
Operating lease payments in respect of land T RAEF A2 TR A IR
and buildings 3,606 2,973
(Reversal of provision for)/provision for slow-moving 4 MR EF & (BEEE)
and obsolete inventories, net B ERR (13,062) 29,313
Auditor's remuneration 1% Bl 357 B
— Audit services — EIZIRTE 2,836 2,645
- Non-audit services — EEZRB 280 39
Provision for/(reversal of provision for) claims and RENDNRERE
claims paid, net (BefEREm) F58 19,409 (5,944)
Others HAh 87,866 87,084
Total cost of sales, distribution and selling expenses  $HERKA « 7588 R IHE R X %58
and general and administrative expenses H—MRRITHAS 5,387,419 5,054,383
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24 EMPLOYEE BENEFITS EXPENSE (INCLUDING DIRECTORS’ EMOLUMENTS)

FRBRENT (B)

24 RERFFAX (BEESMHE)

2018 2017

20184 201745

HK$’000 HKS$'000

FET FHT

Wages, salaries, bonus and allowances TI& - ¥4 - B4 REBE 520,403 473,007
Retirement benefit — defined contribution schemes EiREF — FREH KRG

(Note (a)) (P E(@)) 41,124 39,967

Welfare and benefits B A 35,438 32,175

Share-based compensation expense LARGAD 7 57 2 B & =2 1,696 2,856

598,661 548,005

(a) Retirement benefit - defined contribution schemes

The Company's subsidiary in the PRC is a member of the state-managed
retirement benefits scheme operated by the Government of the PRC. The Group
contributes to the scheme at a fixed percentage of the basic salaries of the
subsidiary’s employees, subject to a cap, and has no further obligations for the
actual payment of pensions or post-retirement benefits beyond its contributions.
The state-managed retirement plans are responsible for the entire pension
obligations payable to retired employees.

The Group has arranged for its Hong Kong employees to join the Mandatory
Provident Fund Scheme (“the MPF Scheme”), a defined contribution scheme
managed by an independent trustee. Under the MPF Scheme, the Group and its
employees make monthly contributions to the scheme at 5% of the employees’
earnings as defined under the Mandatory Provident Fund legislation. Both the
Group's and the employees’ contributions are subject to a cap of HK$1,500 per
month and thereafter contributions are voluntary.

The Company’s subsidiary in Vietnam contributes to state-sponsored employees’
social insurance scheme for its employees in Vietnam. The Group contributes to
the scheme at 18% of the basic salaries of the subsidiary’s employees, subject
to a cap. The state-sponsored social insurance scheme is responsible for the
pension obligations payable to retired employees.
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24 EMPLOYEE BENEFITS EXPENSE (INCLUDING DIRECTORS’ EMOLUMENTS) 24 EEREFNEX (BEEE=ML) (8)
(Cont’d)

(b) Five highest paid individuals (b) EEREFALT
The five individuals whose emoluments were the highest in the Group for HZE2018F3A3IHIEFE - A& E
the year ended 31 March 2018 include 4 directors (2017: 2 directors), whose 5B mmE AT BIE4BESE (2017
emoluments are disclosed in Note 34. The aggregate emoluments payable to F2REFE)  BEZHESRHFE34
the remaining individual (2017: 3 individuals) are as follows: WE - BT AL (20174 : 38 A

+) zBe@mmT

2018 2017
20184 20174
HK$'000 HK$'000
FHERT FET
Salaries and allowances e KoEBL 1,690 6,548
Discretionary bonuses B TEAT 1,000 1,277
Retirement benefit — defined RIKEF — EREERETE
contribution schemes - 36
2,690 7,861
The number of non-directors including senior management with emoluments PREEMREREEAZFETALZ
fell within the following bands: B fE T 5 #6E 2 A2
2018 2017
20184 20174
HK$2,000,001 - HK$2,500,000 2,000,001 75 £ 2,500,0007 75 - 2
HK$2,500,001 — HK$3,000,000 2,500,001 75 2 3,000,0007 75 1 -
HK$3,000,001 — HK$3,500,000 3,000,001 75 2 3,500,000 70 = 1
1 3
(c) Senior management remuneration by band (c) EREEEHFHER
The number of senior management with emoluments fell within the following SREEEAHRMEHELT
bands:
2018 2017
20184 20174
HK$500,001 — HK$ 1,000,000 500,001 721,000,000 7T 1 =
HK$1,000,001 — HK$2,000,000 1,000,001 7T 22,000,000 7T 5 5
HK$2,000,001 — HK$2,500,000 2,000,001 75 £ 2,500,000 7T 2 2
HK$2,500,001 — HK$3,000,000 2,500,00178 78 2 3,000,0007 7T 1 =
HK$3,000,001 — HK$3,500,000 3,000,001 75 2 3,500,0007 7T = 1
9 8
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25

26

140

FINANCE INCOME AND COSTS

FRBRENT (B)

25 B R R A

2018 2017
20184 20174F
HK$’000 HK$'000
FHET FHT
Finance income: A ONE
- Bank interest income — $RITABURA 8,583 10,251
- Net foreign exchange gain — HNE W E I FE = 1,753
8,583 12,004
Finance costs: B TS RR A
— Interest expense on bank loans — RITERFEBAX (7,346) (10,833)
— Net foreign exchange loss — SN E5I8FE (9,575) (1,574)
(16,921) (12,407)
Net finance (costs)/income B (A)WAFEE (8,338) (403)

INCOME TAX EXPENSE

During the year ended 31 March 2018, the Group was subject to Hong Kong profits
tax and PRC enterprise income tax. Hong Kong profits tax has been provided for at
the rate of 16.5% (2017: 16.5%) on the estimated assessable profits for the year. PRC
enterprise income tax has been provided for at the rate of 25% (2017: 25%) on the
estimated assessable profits for the year. Vietnam enterprise income tax has been
provided for at the rate of 20% (2017: 20%) on the estimated assessable profits for
the year.

The Group's subsidiary in Vietnam is entitled to tax holiday and the profits are
fully exempted from Vietnam enterprise income tax for two years starting from its
first year of profitable operations after offsetting prior year tax losses, followed by
50% reduction in CIT in next four years. During the year ended 31 March 2017, the
Group's subsidiary in Vietnam started generating assessable profits. No profits tax
was payable as a result of such tax holiday.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd) me B Rk (8)
26 INCOME TAX EXPENSE (Cont'd) 26 FTSHiBAX ()
The amount of income tax charged to the consolidated statement of profit or loss R BRERINBRZMEREEA
represents;
2018 2017
20184 20174
HK$'000 HKS/000
FERT FBT
Current income tax BVERFR1SH
- Hong Kong profits tax — BB NG 71,303 93,783
— Oversea corporate income tax — BN EFTER 52,576 53,792
Deferred tax (Note 19) EEFRTE (FizE19) 4,074 5171
Under provision/(over-provision) in prior years BEFERETR GBERE) 2,148 (6,162)
130,101 146,584
The tax on the Group's profit before income tax differs from the theoretical amount BE AN &= B P15 B Al A 2 B 18 B i i A
that would arise using the weighted average tax rate applicable to profits of the REEEREMN 2 METFEATERGTEZ
consolidated entities as follows: EmeBIEZ20T ¢
2018 2017
20184 201745
HK$’000 HKS$'000
FERT FHET
Profit before income tax P45 254 Al A 853,443 1,135,812
Less: B
Associates results reported net of tax B NEl 2 2W|ESE (TER) (34,520) (32,375)
818,923 1,103,437

Tax calculated at weighted average domestic tax rate 23 FE BRI Rl EHER 2

applicable to profits in respective jurisdictions IR B R ET E 2 BiE 123,902 155,584
Income not subject to tax BARRIA (5,514) (3,920)
Expenses not deductible for tax purposes TRIOFFE 1,528 7,398
Utilisation of unrecognised tax loss £ B AR BT IEEE - (6,540)
Tax concession MUESR - (9.976)
Recognition of previous tax losses ERBEHNTIEERE (1,063) =
Tax losses not recognised RIERH TR IEE 1B - 1,300
Tax on certain undistributed retained profit of WEBA R REEARE TR IK

a subsidiary and associates RE RN 2 BIA 9,100 8,900
Under-provision/(over-provision) in prior years BEFERETIR (BEREE) 2,148 (6,162)

130,101 146,584
The weighted average applicable tax rate was 15.1% (2017: 14.1%). The increase in IR HERBE RI51% (20174
weighted average applicable tax rate is due to a change in the profitability of the 14.1%) o HNFEF 193 B R K18 hn Ty A AR &
Group’s subsidiaries in the respective countries. MEARESBBERN AN N EE
BLFTER ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd) SEMBHERNT ()

27 BREF
(a) &
FRERBFIZA R EREE AL
1573 MR A B2 TR (D hniE 9K

| s
=T H o
Al =+

27 EARNINGS PER SHARE
(a) Basic
Basic earnings per share is calculated by dividing the profit attributable to
equity holders of the Company by the weighted average number of shares in
issue during the year.

2018 2017
20184

20174
HK$'000
FH&T

HK$'000
TR

ZAYNGIE: St PN A gl

Profit attributable to equity holders of

the Company 744,035 975,573
Weighted average number of shares in BT (D hniE 198K
issue (thousands) (Fh%) 1,446,423 1,446,423
Basic earnings per share (HKS per share) FREREF (BREET) 0.51 0.67
(b) Diluted (b) #5%
Diluted earnings per share is calculated by adjusting the weighted average FREERN DS ARRITEINER
number of ordinary shares outstanding to assume conversion of all dilutive IRz nEFHSERR LR A S
potential ordinary shares. Shares issuable under the share option schemes BELBERTE - REBERES
(Note 16) are the only dilutive potential ordinary shares. A calculation is made in (Bi5E16) B FEE1T 2 R%1D A ME—1ERK
order to determine the number of shares that could have been acquired at fair BCEUE 2 B LB - ST E IR
value (determined as the average market price of the Company’s shares during BEMT AR mARITE B E - REECE
the year) based on the monetary value of the subscription rights attached to BEBEL  UEBEERAAE (KRE
the outstanding share options. The number of shares calculated as above is AARRRIRG 2 FHEmEEE) IKE
compared with the number of shares that would have been issued assuming ZRMEE o LA LA E 2R D
the exercise of the share options. A SR REBREEITEMETZ
AP ER B ABLLER o
2018 2017
20184 20174F
HK$’000 HK$'000
FHET FHET
Profit attributable to equity holders of KRz FEB AELR
the Company 744,035 975,573
Weighted average number of shares in B BT I 5 20
issue (thousands) (Fh%) 1,446,423 1,446,423
Adjustment for share options (thousands) PERREAZE (F) = =
Weighted average number of shares for RARGEEREERT 2
diluted earnings per share (thousands) F& (7 hnkE 98 (FR%) 1,446,423 1,446,423
Diluted earnings per share (HKS$ per share) BRE#EEREF (BRET) 0.51 067
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd) FEBBRRMT (B)
28 DIVIDENDS 28 RE
2018 2017
20184 20174F
HK$’000 HK$'000
FHET FHET

Interim dividend paid of HK26.5 cents BER AT B8E26 51l 2 R HRRR B,

(2017: HK30 cents) (Note (7)) (20174F : 301l (HEEEG)) 383,302 433,927

Proposed final dividend of HK18.5 cents Bk 18.50L 2 REARR B

(2017: HK30 cents) (Note (ii)) (20174F + AHE301l) (BT &GN 267,588 433,927
650,890 867,854

Notes: B 5E -

(i) On 23 November 2017, the Company's Board of Directors declared an interim dividend () M2017F11A23R8 * RRREFZREIK
of HK26.5 cents per share (2017: HK30 cents) for the six-month period ended 30 B Z20179F9A30R 1k 7518 A Hi &+ &7
September 2017. The amount was paid in January 2018. Bz B & BB #2651l (20174F : 7B #530

fil) > BZFERIBERR2018F1 AT ©

(i) On 21 June 2018, the Company's Board of Directors proposed a final dividend of (i) M20185F6HA21H » ARFEFREH
HK18.5 cents per share for the year ended 31 March 2018. This proposed dividend 575?@552’018@3)5]31 B RER
has not been reflected as dividend payable in the consolidated financial statements SEREE1851l o BRI 8 I HER
as at 31 March 2018. 20185F3 A3 A MR & M MR AR

RS -
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29 NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS

(a) Cash generated from operations

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd) SRR RERMET (B)

29 FREBRERERMT
(a) BEEEZES

2018 2017
20184 201745
HK$'000 HKS'000
FERT T
Profit before income tax Fr 5 %5 A A 853,443 1,135,812
Adjustments for: AT RIEZRHE
Share of profits of associates DG E R F) 2 R A (34,520) (32,375)
(Gain)/loss on disposal of certain interest in HE—RHBE QRS TS
an associate (Wezs),/ B8 (396) 393
Reversal of provision for impairment of R E R B 2 R E
interests in an associate B El - (46,784)
Depreciation of property, plant and Y% - B REREBITE
equipment 160,625 145,855
Amortisation of land use rights 3 {5 A A i 4 1,376 1,321
Loss on disposal of property, plant HEYE - BEREEZ
and equipment £ 8,363 1,883
Share-based compensation expense LARR (D BER 2 & 1,696 2,856
Provision for impairment of trade receivables JRE A B RO B 8 s 782 -
Impairment loss on available-for-sale AN E SRS EREREE
financial assets = 888
Net fair value gain on derivative MTEERIAQAERRFE
financial instruments (15,360)
Finance income BEA (8,583) (12,004)
Finance costs BF 7% X AR 16,921 12,407
Operating profit before working capital changes %8 & & & &) 7] 2 4L & Y 1l 984,347 1,210,252
(Increase)/decrease in inventories FE (3&m), md (89,744) 37,665
Decrease/(increase) in trade and FEUER R R EEm A (1)
bills receivables 26,326 (8,391)
Decrease in deposits, prepayments B - B HIE R E MR
and other receivables IR A 6,234 12,289
(Increase)/decrease in amounts due JRE Bt e N B 5RTE (3 0), R
from associates (14,769) 8,866
Change in derivative financial instruments PTESRMT A% - (3,704)
(Decrease)/increase in trade and bills payables — FEfTERIX R Z4& OFid>) &0 (148,610) 146,908
Decrease in accruals and other payables fEETIE B &E{Wﬁﬁ K IE R, (20,244) (147,379)
Decrease in amount due to an associate JE < — FET B & A B IR R (1,417) (1,062)
Cash generated from operations SEEA VIS 742,123 1,255,444
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29 NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS (Cont'd)

(b) In the consolidated statement of cash flows, proceeds from disposals of

property, plant and equipment comprise:

FINANCIAL INFORMATION
BHER

FRBRENT (B)

29 RERERERMFE (H)
(b) REFEREREBRA  HEWE - K
ERBBERESFABE :

2018 2017

20184 20174

HK$’000 HKS$'000

FET T

Net book amount AR SHE 15,211 6,106

Loss on disposal of property, plant and HEWE - BEREHEZEE

equipment (8,363) (1,883)
Proceeds from disposal of property, plant HEYE  BERREMERIE

and equipment 6,848 4,223

30 CONTINGENT LIABILITIES
At 31 March 2018, the Group had no material contingent liabilities (2017: Nil).

30 HEAE
20183 A31H » AEEWESANKE
B1E (20174 : &) -

31 COMMITMENTS 31 A&
(a) Capital commitments (a) EAFEYE
Capital expenditure contracted for at the balance sheet date but not yet incurred REZERBEFTAERKREE 2 ERH
is as follows: XA
2018 2017
20185 20174F
HK$'000 HKS$'000
FERT FHET
Contracted but not provided for: BRI 4B R
Property, plant and equipment W - BE KR EE 116,045 93,695
Leasehold land and land use rights & T fo bR R 9,766 19,532
Authorized but not contracted for: ERLEBRETL
Property, plant and equipment L E R Y 18,050 17,629
143,861 130,856

At 31 March 2018, the Group had authorised an injection of approximately
HK$249,576,000 (2017: HK$247,191,000) as capital of a subsidiary in Vietnam.

At 31 March 2018, the Group did not have any significant share of capital
commitments of its associates (2017: Nil).

R2018F3H31H - AEEE #t/E M
B B B 2 A)JE B 49249,576,0007% TT
(20174 : 247,191,000 7T) °

R2018F3A31H - AN & B I £ (T fa
o0 B & N R B AN A E (20174 ¢
) o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd) SEMBHERNT ()

31 COMMITMENTS (Cont'd) 31 &i¥E (&)

(b) BEHLYERE
AEE ((EAERA) BIE L RIE
FRZAAREELE LTI R K&
ERSFKIBARENOT

(b) Operating lease commitments
The Group had future aggregate minimum lease payments under non-cancellable
operating leases of land and buildings, as lessees, as follows:

2018 2017
20184 201745
HK$'000 HK$'000
FET FAT

As lessee: ERAEAA -
Not later than 1 year @1 F 1,575 1,309
Later than 1 year and not later than 5 years HBHE 1A RS F 3,839 4178
Over 5 years HBiES5E 28,668 29,316
34,082 34,803

The Group had future aggregate minimum lease receipts under non-cancellable

operating leases, as lessors, as follows:

AEE (EREHEAN) RE AT HH
REBHUE B AR RRER S FIRE

REANE :
2018 2017
2018% 20174F
HK$'000 HK$'000
TET FAT
As lessor: EREAA
Not later than 1 year THBE1F 585 2,497
Later than 1 year and not later than 5 years B AT AT 270 403
855 2,900
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont‘d) SRR BHREME (8)

32 RELATED PARTY TRANSACTIONS 32 BREALRS
Related parties are those parties that have the ability to control, jointly control or BRAEANTIEBRE NS - BE xS
exert significant influence over the other party in holding power over the investee; & T S B Al SRR A BT
exposure, or rights, to variable returns from its involvement with the investee; and WATITEEREENHAT  HRE
the ability to use its power over the investee to affect the amount of the investor’s HEHBH2MEIRE F S A # B W)
returns. Parties are also considered to be related if they are subject to common # [ AEJZTE?'JE’J)\j: o Je BRI AR H 5 4
control or joint control. Related parties may be individuals or other entities. Txéb_ﬁ’]ﬁéjj HERBEERRKESEHA

o 5 Ak [ 5 ) S B & HE I B A £ IRAR
ﬁi%ﬁ%% #o BREA LA REASE

fth E 5
The directors are of the view that the following entities were related parties that had §$ R NIERBRFRNEHEAEHE
transactions or balances with the Group during the year. ETR G B ARz BEEAT -

Relationship with the Group

HREE 2 R
Toray Industries, Inc A substantial shareholder
REHRAEH TERR
Teejay Lanka PLC An associate
Teejay Lanka PLC =N
SPM Automotive Textiles Co. Ltd. An associate
EIEX (BM) REGBERERAR i NE]
Source Smart Asia Ltd A company controlled by son of a director
MmN ERAR EERFIEH QR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd) GEUBBERNT (8)
32 RELATED PARTY TRANSACTIONS (Continued) 32 BREALRS (#)
(a) The following transactions were carried out with related parties: (a) HEEBMEALETZRZNT :
2018 2017
2018%F 201745
HK$’000 HKS$'000
FET FHT
Sales of goods HEER
— Source Smart Asia Ltd. (Notes (ii)) —HmEMER AT (i) - 448
— Teejay Lanka PLC (Note (ii)) — Teejay Lanka PLC
(BF=EG1) 9,979 42,355
9,979 42,803
Purchase of materials BEE
— Toray Industries, Inc. (Notes (i) and (v)) —RmERAEE (MEEORWV) 134,607 N/AZ i A
Rental income HAEWA
— Source Smart Asia Ltd (Note (iii)) — HEeMNERAE (M) 697 703
- SPM Automotive Textiles Co. Ltd (Note (i) —(IEXR (BM) REFBE
AR A A (i) 4,236 3,962
4,933 4,665
Sub-contracting income SBKA
- SPM Automotive Textiles Co. Ltd (Note (ii)) —(EIEXK (BM) AESHBE
AR A A (KEE)) 3,887 2,890
Handling income BIEUA
— Teejay Lanka PLC (Note (iv)) — Teejay Lanka PLC
(Pt EE(v)) 3,351 3,480

Notes: Ff 2

(i) Goods are purchased at price mutually agreed by the Group and the substantial () E@BEENERARXBKBREREAEEH
shareholder in the ordinary course of business. £ TSR HFEHE 2 [BARHETT ©

(ii) Goods are sold and sub-contracting income are received at prices mutually (i) EMESESBRATDEREEBKBIE
agreed by the Group and its related parties in the ordinary course of business. RizAREBEAREA T ERBEZE

FE#ETT RURER o

(ifi) Rental income is determined based on the size of the property and the relevant (i) HESWATIEREEELEEETIZE
market rate. IBERE -

(iv) Handling fee received from an associate is charged at 2% to 3% of the value (iv) M—EEERARWEEEE A UES
of certain purchases made as an agent of the associate, and the rates of the BE A RIRIBAETSE THRENEER
handling fee were mutually agreed by both parties. 2%ZE3% IR - AR HE B A L R Th K &8

77 R o

(v) Toray Industries, Inc (“Toray”) became a substantial shareholder of the Group on v RERA G4 (TRE]) R2017478
19 July 2017. Accordingly, the value of related party transactions as mentioned ORMAAEEERRR - FIL - Lt
above comprised only transactions with Toray from 19 July 2017 to 31 March FREATRZG ZEEERFEREERN
2018. 201747 4198 £20185F3 A31H B #

TR
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32 RELATED PARTY TRANSACTIONS (Cont'd)

(b) Year-end balances

Amount due from SPM Automotive Textiles
Co. Ltd for sub-contracting income and

FINANCIAL INFORMATION
BHER

FRBRENT (B)

32 BEEALRS (M)
(b) FREER

2018
2018%F

2017
20174
HK$'000
FBT

HK$'000
FTET

FEURETE R (BIN) TEAEE
mARAR D BRARESHA

rental income 949 707
Trade in nature: BH5ME :
Amount due from Teejay Lanka PLC ARABEEREE ZER

arising from purchase of goods on behalf Teejay Lanka PLCFRIE 48,143 33,616
Amount due to SPM Automotive Textiles Co. Ltd ERHETLE X (BM) /SEABRE

for rental deposit received mARARIEWESZS - (1,417)
Trade in nature: B254E :
Amount due to Toray Industries, Inc arising from FEEBEMEEALZ

purchase of materials FERT R BER & 4 FIE 53,728 N/AZ i A

(c) Key management compensation

(c) TEEBEAEME

2018 2017

20185 20174

HK$’000 HKS$'000

FEx FET

Salaries, bonus and allowances e TEARER 50,201 42,890
Retirement benefits — RIRER — EREHEKETE

defined contribution schemes 68 72

50,269 42,962
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd) SEMBHERNT ()

33 AAREERERRAEBZED
FARNEERMER

33 BALANCE SHEET AND RESERVE MOVEMENT OF THE COMPANY

Balance sheet of the Company

2018 2017
20184 20174
HK$’000 HK$'000
FERT T
ASSETS BE
Non-current assets EREBEE
Interests in subsidiaries LI YNGIPA: 1,434,994 1,426,978
Current assets REEE
Amounts due from subsidiaries AN NGO 5,440,904 4,643,471
Cash and bank balances e RIRTTHER 2,328 2,129
5,443,232 4,645,600
Total assets BEEHAE 6,878,226 6,072,578
EQUITY s
Share capital N 1,446 1,446
Share premium IR imE 1,453,188 1,453,188
Reserves & 919,132 937,491
2,373,766 2,392,125
LIABILITIES =i
Current liabilities REAE
Borrowings BE 283,264 446,867
Accruals and other payables FEETIE B K& H M FE R FRIB 4,078 4,983
Amounts due to subsidiaries FETBT B A B Z08 4,217,118 3,228,603
4,504,460 3,680,453
Total liabilities =Rt 4,504,460 3,680,453
Total equity and liabilities EEREEAE 6,878,226 6,072,578
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd) SEMBHERNT ()

33 AAREERERRAERZED (H)
FARREZED

33 BALANCE SHEET AND RESERVE MOVEMENT OF THE COMPANY (Cont’d)

Reserve movement of the Company

Share-based

compensation Retained
reserve earnings Total
LRGBRER
ZHMEeREE R Fl et
HK$’000 HK$’000 HK$’000
THERT THERT TFHE T
At 1 April 2016 201654 H1H 9,627 922,605 932,232
Profit for the year F & A - 1,014,899 1,014,899
Share-based compensation expense  LARR(D AEM 2 B4 X H 2,856 = 2,856
2015/2016 final dividends 2015/2016F RHIAR 2 = (578,569) (578,569)
2016/2017 interim dividends 2016/2017F H HIRR 2 = (433,927) (433,927)
At 31 March 2017 7201763 A31H 12,483 925,008 937,491
At 1 April 2017 72017548 1H 12,483 925,008 937,491
Profit for the year 2 5 A - 797,174 797,174
Share-based compensation expense  BAR% {7 AEHE 2 Bl © X 1,696 - 1,696
Lapse of share options HE AR AE 2R (1,348) 1,348 -
2016/2017 final dividends 2016/2017F REARR 2 = (433,927) (433,927)
2017/2018 interim dividends 2017/20185F H HAAR 2 = (383,302) (383,302)
At 31 March 2018 72018563 H31H 12,831 906,301 919,132
Representing: RN
Proposed final dividend (Note 28) BEAHRE (KizE28) 267,588
Others HAith 638,713
906,301
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont'd) e MBHREMNT ()
34 DIRECTORS’ AND CHIEF EXECUTIVE’S EMOLUMENTS 34 EERTHARZHME
Directors’ and chief executive’s emoluments EERTHRARZHE
The aggregate amounts of emoluments paid/payable to directors of the Company AEEEN /EBRARRESZHER
by the Group are as follows: BT
pLkE:] 2017
20184 20174
HK$’000 HKS$'000
FERT FET
Fees e 4,440 3,130
Salaries, bonus and allowances E N [ AW 9=z 30,251 24,932
Retirement benefit — defined contribution schemes RRIEFI — &84 /5T 14 -
34,705 28,062
The emoluments of each director for the year ended 31 March 2018 are as follows: HZE2018F3ANALEFE  SE= 2
&
Retirement
benefit -
Salaries, defined
bonus and contribution
Name of directors Fees allowances schemes Total
e A BARER -
EEHA Hue KRR TERMEREE st
HK$’000 HK$’000 HK$’000 HK$’000
FExT FEx FET TET
Executive directors HITES
Wan Wai Loi (Chief executive officer) FEK ({THEAEE) 1,500 16,212 - 17,712
Lau Yiu Tong (redesignated as 2IRZ (R20174
executive director on 1 July 2017) 7A1BRATEENTT
B5H) 750 7,733 - 8,483
Tou Kit Vai &R (720174
(appointed on 1 July 2017) 7R1BEZE) 750 2,496 14 3,260
Toshiya Ishii AFHE (R20174F
(appointed on 1 October 2017) 10R1BEZE) 500 1,005 = 1,505
Non-executive directors FHTES
Choi Kin Chung EgE ey - - - -
Ip Ping Im EIRH (720174
(ceased on 27 October 2017) 10827 B &tt) - - - —
Tsang Kang Po (redesignated as BER (R20174
non-executive director 7AVBHRATE
on 1July 2017) EHITESE) 250 2,805 = 3,055
Lam Wing Tak MERTE (720174
(resigned on 18 May 2017) 5818 & L) — = - -
Independent non-executive BAFHITES
directors
Chan Yue Kwong, Michael FERAA 230 - - 230
Ng Ching Wah h5E 230 - - 230
Sze Kwok Wing, Nigel B 230 = - 230

4,440 30,251 14 34,705
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) e BB RN ()
34 DIRECTORS’ AND CHIEF EXECUTIVE’S EMOLUMENTS (Cont’d) 34 EERTHARZME (&)
Directors’ and chief executive’s emoluments (Cont'd) EERTHARZME (H)
The emoluments of each director for the year ended 31 March 2017 are as follows: HE2017F3A3NBLEFE  SES2M
ST
Retirement
benefit -
Salaries, defined
bonus and contribution
Name of directors allowances schemes Total
e A BHREF -
EENS e KRRy EEMKEE #et
HK$'000 HK$’000 HK$’000 HK$’000
FExT FE T FE T FE T
Executive directors HITES
Wan Wai Loi (Chief executive officer) FER ({THEE) 1,500 14,259 - 15,759
Tsang Kang Po =R 1,000 10,673 - 11,673
Non-executive directors FHITES
Choi Kin Chung ZepE b = = =
Ip Ping Im R = = =
Lam Wing Tak MRETE (FR20174F
(resigned on 18 May 2017) 518 HEHE) - - -
Lau Yiu Tong 2R - - -
Independent non-executive BAHITES
directors
Chan Yue Kwong, Michael FRAA 210 - - 210
Ng Ching Wah hi5E 210 = = 210
Sze Kwok Wing, Nigel i IS 210 - - 210

3,130 24,932 = 28,062

BERAHBIERERAT | 2017/2018 3R 153



FINANCIAL SUMMARY
Rt

CONSOLIDATED RESULTS GEEE

Year ended 31 March,
BZ3A31ALLEE

2018 2017 2016 2015 2014
20184 20174 201645 20154 20144
HK$'000 HKS$'000 HKS'000 HKS$'000 HKS$'000
FHExT T FHET FET FET
Revenue KA 6,098,153 5,993,632 6,927,614 6,906,883 7,423,481
Gross profit E7 947,162 1,116,484 1,302,504 1,177,906 1,361,371
Profit attributable to: THIALEERR]
Equity holders of RAFERFERA
the Company 744,035 975,573 1,125,530 1,074,785 1,116,802
Non-controlling interests Bkl Fay (20,693) 13,655 (2,835) (5,119) 2,411)
723,342 989,228 1,122,695 1,069,666 1,114,391
CONSOLIDATED BALANCE SHEET GREESER
As at 31 March,
M3H31H
2018 2017 2016 2015 2014
201845 20174 20164 20154 20144
HK$'000 HK$'000 HK$'000 HKS$'000 HK$‘000
FHExT FHT FHT FET FHT
Non-current assets ERFEE 2,046,372 1,889,201 1,886,598 1,760,187 1,471,289
Current assets MENAE 2,806,338 3,122,567 3,544,846 3,966,978 3,882,065
Total assets BEMHE 4,852,710 5,011,768 5,431,444 5,727,165 5,353,354
Current liabilities mEEE 1,311,037 1,660,479 1,906,148 2,076,169 1,308,765
Total assets less current liabilities ~BEAERLEEE 3,541,673 3,351,289 3,525,296 3,650,996 4,044,589
Non-current liabilities FERFBEE 200,811 170,841 173,364 156,587 105,776
Total equity WERs a5 3,340,862 3,180,448 3,351,932 3,494,409 3,938,813
Net current assets mENEEFE 1,495,301 1,462,088 1,638,698 1,890,809 2,573,300
Equity attributable to: THI| AT EGRERS -
Equity holders of the Company RARERFFA A 3,357,578 3,177,168 3,360,099 3,496,715 3,935,013
Non-controlling interests FEFE M RE 2 (16,716) 3,280 (8,167) (2,306) 3,800
3,340,862 3,180,448 3,351,932 3,494,409 3,938,813
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In this annual report (other than the Independent Auditor’s Report and Financial

Information), unless the context otherwise requires, the following expression shall have

the following meanings:

2018 Financial Year”

AGM"

“Articles”

“Board”

"CG Code" or “Corporate
Governance Code”

“China” or "PRC"

“Company”

“Director(s)"

“GfOUp"

“HKD/$/HKS"

"HKSAR" or “Hong Kong"

“INED(s)"

“Listing Rules"

“Model Code”

"RMB"

ISEQY

“Shares”

for the year ended 31 March 2018
annual general meeting of the Company

the Articles of Association of the Company, as amended from
time to time

The board of Directors of the Company

the Corporate Governance Code, stated in the appendix 14 to
the Main Board Listing Rules

The People’s Republic of China

Pacific Textiles Holdings Limited, an exempted company
incorporated in Cayman Islands with limited liability, the shares
of which are listed on the Stock Exchange

the director(s) of the Company

the Company and its subsidiaries

Hong Kong dollar

Hong Kong Special Administrative Region of the People’s
Republic of China

the independent non-executive Director(s) of the Company

the Rules Governing the Listing of Securities on the Stock
Exchange

Model Code for Securities Transactions by Directors of Listed
Issuers, Appendix 10 to the Main Board Listing Rules
"Renminbi”

Securities and Futures Ordinance (Chapter 571 of the laws of
Hong Kong)

Shares of the Company, with a nominal value of HK$0.001 each

GLOSSARY
SHAR
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GLOSSARY
SHAR

“Shareholder(s)”

"

“Share Option Scheme”

“Stock Exchange”

“Teejay Lanka PLC"

“USD/USS”

“ND"

the Company's Shareholder(s) &

the share option scheme adopted by the Company pursuant [ B&RX#ER 2]

to the written resolutions of the Shareholders of the Company

passed on 27 April 2007

The Stock Exchange of Hong Kong Limited [ B 32 T |

Teejay Lanka PLC (formerly known as Textured Jersey Lanka PLC  [Teejay Lanka PLC]
and Textured Jersey Lanka (Private) Limited), a limited liability

company incorporated under the laws of Sri Lanka and whose
shares are listed on the Colombo Stock Exchange of Sri Lanka

United States Dollar EZ

Vietnamese Dong [ MG
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