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CHAIRMAN'’S STATEMENT

The year under review has proved to be one of volatility. While the Group continued to record a modest growth in sales in
the first half of this fiscal year, the prudent forecast expressed in our interim report and 3rd quarter operational update were
well founded. The cautious consumer spending, softness of business demand as well as tighten in inventory level in the
supply chain have all negatively impacted our results in the second half of fiscal 2016. Sales revenue for the year marginally
increased to HK$1,179 million as compared to HK$1,170 million in previous year, both the gross profit and after tax
earnings declined by 4% and 5% respectively.

The market condition continued to be challenging and the consumer demand remains softened. The cautious inventory
management and price competition in the supply chain has added pressure to the gross margin in our operations.
Accordingly, the gross profit margin for the year has declined to 18% from 19% in previous year.

During the year we continue to recalibrate our portfolio of manufacturing sites by adding our capacity overseas to ensure we
continue to be strategically placed to serve our markets and are managing the escalating cost trend within our operating
environments. Towards the end of the fiscal year, the proportion of production from the overseas plants has increased to
60% of our global capacity whilst China accounted for the remaining 40%. In response to the challenging market, we have
invested in various projects and systems including new production planning system as well as Product Lifecycle
Management (“PLM”) system for optimizing our planning and business processes. These additional tools will further
integrate our people, processes and systems, and enable us to be more competitive to face the challenging market in the
future.

In the months ahead, with the expected weakness of business demand, and the challenges confronting us, we will continue
to evaluate the maintenance of the current production capacity and assess the strategic and cost effectiveness of all our

operations and facilities. Our focus will always be on the long term growth and sustainability of our business.

During the year, the Group has started to work on the corporate sustainability development and the first report is expected
to complete in next fiscal year.

Having considered our cash position and the coming investment needs, the Board has decided to propose a final dividend
of HK$0.05 per share for the year ended 30 June 2016 (2015: HK$0.05 per share)

On behalf of the Board members, | would like to take this opportunity to thank our employees for their hard work and
contributions to the Group over the year.

Wong Chung Chong
Chairman

26 August 2016
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group’s operational focus is in its core Manufacturing activity, together with a Corporate cost centre.

Manufacturing 1,179,025 1,170,468 55,712 57,188
Corporate - - (15,768) (15,061)
1,179,025 1,170,468 39,944 42,127

For the year ended 30 June 2016, the sales revenue of the Group increased slightly by 1% to HK$1,179 million from
HK$1,170 million of sales revenue in fiscal 2015 whilst profit after taxation declined by 5% to HK$34.2 million from
HK$35.9 million in previous year.

MANUFACTURING

Our first half recorded HK$618 million of sales as compared to HK$561 million of sales in the second half of the fiscal year.
The drop in sales and orders in the second half reflect the softness of demand in our markets and the cautious inventory
management in the supply chain. Though the full year sales revenue showed a modest increase as compared with last year,
the decline in gross margin from 19% last year to 18% for the year has reduced both the gross profit and after tax earnings of
the Group for the current year.

In monetary terms, 59% of our sales were to the US market whilst the sales to the EU represented 27% and the rest of the
world accounted for 14%. The average selling price continues to decline resulting from the price driven demand in the
business.

The business environment continues to be challenging. In a climate of volatile demands and evolving market structure, price
competition has inevitably become one of the major factors in supply chain decisions. To continue to be competitive in the
market place, we are delivering value via providing strategic manufacturing and supply chain capabilities, managing our
operations with continued productivity improvements and providing various aspects of service to cater for our customers’
needs. To that end, we have continued to invest in projects and systems to improve our manufacturing methods, supply
chain processes and product capabilities. These include the implementations of new production planning system and a
Product Lifecycle Management (“PLM”) system for optimizing our product development, and production planning processes
to ensure efficiency in our entire supply chain.

During the fiscal year, China accounted for 41% (2015: 47%) of our global capacity, Thailand 49% (2015: 47%) and
Cambodia 10% (2015: 6%). The proportion of overseas capacity further increased and it represented 59% of the global
capacity during the year.

Gross margin declined to 18% in current year as compared to 19% in previous year. Nevertheless, the gross margin
remained flat at 18% as compared to the second half of last fiscal 2015. The operating environment is no less difficult
mainly from rising labor costs impacting on our manufacturing operation. The statutory minimum wage in Jiangxi Province,
China has increased by 11% starting from 1 October 2015 and the statutory minimum wage in Cambodia has increased by
9% from 1 January 2016. This cost pressure has been alleviated by the weakening of Thai Baht and RMB against US dollars
during the year. Raw material prices remained stable.
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MANAGEMENT DISCUSSION AND ANALYSIS

Adhering to our plan of expanding our overseas capacity, by end of this fiscal year, the proportion of production from the
overseas plants has increased to 60% of our global capacity whilst China accounted for the remaining 40%. Towards the
end of the fiscal year, the labor unions at our Cambodian plant orchestrated a short labor strike demanding further flexibility
in their working hour which ended after three days upon satisfactory legal and administrative actions. At the time of writing,
we are in the process of further rationalizing our Cambodian operations by natural attrition while putting further effort on an
expedition to Yangon, Myanmar. We note that Myanmar offers an opportunity for realizing lower labor cost while serving as
an option for our EU customers to enjoy duty saving imports from Myanmar. Given the softness of business in the coming
months, we will maintain the current production capacity before further expansion and continue to assess the strategic and
cost effectiveness of our current manufacturing footprint.

The general and administrative expenses show modest increase by 4%. Such increase is mainly due to the professional fee
incurred for installing the PLM and order planning & management system and engagement of additional managers for our
operations.

CORPORATE

The costs attributable to our corporate cost centre for the year amounted to HK$15.8 million as compared to HK$15.1
million in the previous year.

FINANCIAL POSITION

The financial position of the group remains healthy with shareholders’ funds standing at HK$558 million as at 30 June 2016
compared with HK$559 million at the previous year end. Bank balances and cash stood at HK$167 million whilst credit
facilities available to the Group amounted to HK$149 million and gearing remained at an insignificant level.

Inventory turnover period reduced to 61 days as compared to 70 days in previous year which is mainly due to the
improvement in inventory control management.

Capital expenditure during the year amounted to HK$13.95 million which was mainly spent on machineries and software
for production planning.

FOREIGN EXCHANGE RISK

The Group is mainly exposed to fluctuations in exchange rates of Euro, HK dollars, RMB, US dollars and Thai Baht. Majority
of the sales revenue are denominated in US dollars, the foreign exchange exposure in respect of US dollars against HK
dollars is considered minimal as HK dollars are pegged with US dollars. The Group manages its foreign exchange exposure
by performing regular review and by taking prudent measures to minimize the currency translation risk.

OUTLOOK & FUTURE DEVELOPMENT

The general outlook for the next twelve months is challenging. The decision of Brexit and the potential economic impact to
EU, slowdown of China’s economic growth as well as volatility of the currency markets are causes for concern in the global
economy. We will continue to monitor closely our exposures to various financial risks posed by the challenges presented in
the consumer market. Consumer behavior remains cautious and we do not expect an upturn in business demand and
financial performance in the near future.
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MANAGEMENT DISCUSSION AND ANALYSIS

Whilst the business environment continues to be challenging, we will focus on improving the effectiveness and efficiency of
our business by investing in various improvements projects, as well as tools such as PLM system and new production
planning system which will optimize our overall business processes and add to our product capabilities. These actions will
serve us well to meet the short term challenges ahead and sustain the growth of the business in the long run.

Wong Kai Chi, Kenneth Wong Kai Chung, Kevin
Managing Director Vice Chairman

26 August 2016
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CORPORATE GOVERNANCE REPORT

The Group continues to commit itself to maintaining high standards of corporate governance principles and practices with
an emphasis on enhancing transparency and accountability and ensuring the application of these principles and practices
within the Group and thereby, enhancing shareholders value and benefiting our stakeholders at large.

The Company has, throughout the year under review, complied with the code provisions (“Code Provisions”) as set out in
the Corporate Governance Code, Appendix 14 to the Rules (“Listing Rules”) Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (“Hong Kong Stock Exchange”), except for the following deviations:

A.4.1 — Non-executive Directors of the Company are not appointed for a specific term. They are, however, subject to
retirement by rotation and re-election at the annual general meetings of the Company at least once every three years in
accordance with the Company’s Bye-laws.

A.4.2 — The Chairman shall not, while holding such office, be subject to retirement by rotation or taken into account
in determining the number of Directors to retire in each year. In the opinion of the Board, it is important for the
stability and growth of the Company that there is, and is seen to be, continuity of leadership in the role of Chairman
and, in consequence, the Board is of the view that the Chairman should not be subject to retirement by rotation or
hold office for a limited term at the present time.

A.5.1 — The Nomination Committee is chaired by Mr. Fung Wai Yiu, a Non-executive Director of the Company,
instead of Chairman of the board or an Independent Non-executive Director during the period from 31 October 2014
to 26 August 2015. Mr. Fung Wai Yiu retired as Chairman and Executive Director of the Company and was
re-designated as a Non-executive Director on 31 October 2014. The Board considers that Mr. Fung’s assumption of
the role as the Chairman of the Nomination Committee will ensure the stability and smooth transition during the
interim period. At the board meeting held on 27 August 2015, the Board has appointed Mr. Chow Yu Chun,
Alexander, an Independent Non-executive Director of the Company, as the Chairman of the Nomination Committee
with effect from 27 August 2015.

The Board is pleased to present the key corporate governance principles and practices followed by the Company during the

year.

A

DIRECTORS

The Board

Code Principle

The Board should assume responsibility for leadership and control of the issuer; and be responsible for
directing and supervising the company’s affairs. The Board should take decisions objectively in the best
interests of the issuer, and should regularly review the contribution required from a director to perform his
responsibilities to the Company.

Top Form International Limited Annual Report 2016 7



CORPORATE GOVERNANCE REPORT

A1 e Regular board meetings at least e The Board held four regular meetings during the
four times a year. / year ended 30 June 2016.

e Details of Directors’ attendance records are set out

below:
Executive Directors Attendance
Wong Chung Chong

(Chairman)(Nole 1) 4/4
Wong Kai Chi, Kenneth

(Managing Director)™et ) 4/4
Wong Kai Chung, Kevin

(Vice Chairman)®ete 1) m

Non-executive Directors

Fung Wai Yiu 3/4
Lucas A.M. Laureys®ete 2 /4
Herman Van de Velde 24

Independent Non-executive Directors

Marvin Bienenfeld 4/4
Chow Yu Chun, Alexander 4/4
Leung Churk Yin, Jeanny 4/4
Leung Ying Wah, Lambert 4/4
Lin Sun Mo, Willy 4/4
Notes:

1. Mr. Wong Chung Chong is the father of Mr. Wong Kai Chi,

Kenneth and Mr. Wong Kai Chung, Kevin. Mr. Wong Kai
Chi, Kenneth is the elder brother of Mr. Wong Kai Chung,
Kevin.

2. Mr. Lucas A.M. Laureys was absent from the meetings
during the year for personal reasons.
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CORPORATE GOVERNANCE REPORT

A.1.2

All directors be given an
opportunity to include matters in
the agenda for regular board
meetings.

A.1.3

Notice of at least 14 days be
given for regular board meetings.

A.1.4

Minutes of board meetings and
board committee meetings
should be kept by a duly
appointed secretary of the
meeting and open for inspection
by directors.

A.1.5

Minutes of board meetings and
board committee meetings
should record in sufficient detail
the matters considered and
decisions reached.

Draft and final versions of
minutes should be sent to all
directors for comments within a
reasonable time.

A.1.6

Agreed procedure for directors
to seek independent professional
advice at the company’s
expense.

A1.7

If a substantial shareholder or a
director has a conflict of interest
in a material matter, a physical
board meeting be held.

Independent non-executive
directors who have no material
interest in the transaction be
present at such meeting.

A.1.8

Appropriate insurance cover in
respect of legal action against
directors.

D S N N N

N

Regular Board meetings are scheduled at least 3
months in advance to give Directors the opportunity
to include matters in the agenda.

At least 14 days formal notice is given before each
regular meeting.

The Company Secretary is responsible for taking
minutes of Board meetings and Board Committee
meetings. Such minutes are open for inspection by
Directors.

Minutes recorded the matters considered and
decisions reached in sufficient detail.

Directors are given an opportunity to comment on
draft Board minutes and minutes of board committee
meetings which are sent to Directors within a
reasonable time frame (generally within 14 days) of
the relevant meeting.

The signed Board minutes and minutes of board
committee meetings are placed on record after the
same have been reviewed and agreed amongst the
Board members.

Directors have been advised that the Company
Secretary can arrange independent professional
advice at the expense of the Company if the
Company Secretary considers that such seeking of
advice is necessary and appropriate.

J There is a prescribed list of matters reserved
for Board decision which includes matters
involving a conflict of interest for a substantial
shareholder or Director. The Company’s Bye-
laws provide for voting and quorum
requirements conforming with the Code
Provisions.

J Such matters are considered and approved by
the full Board except those Directors who have
conflict of interests in such matters.

o There is in place appropriate insurance cover
for Directors” and Officers’ liability.
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CORPORATE GOVERNANCE REPORT

Chairman and Chief Executive
Code Principle
There should be a clear division of responsibilities between the Chairman and the Chief Executive of the

A2

issuer to ensure a balance of power and authority.

A2.1

Roles of chairman and chief
executive should be separated
and performed by separate
individuals.

Division of responsibilities
between chairman and chief
executive should be clearly
established and set out in
writing.

A2.2

The chairman should ensure that
all directors are properly briefed
on issues arising at board
meetings.

A23

The chairman should be
responsible for ensuring that
directors receive adequate
information, which is accurate,
clear, complete and reliable in a
timely manner.

v

v

v

The positions of the Chairman, the Managing
Director and the Vice Chairman are held by
Mr. Wong Chung Chong, Mr. Wong Kai Chi,
Kenneth and Mr. Wong Kai Chung, Kevin
respectively.

The Chairman focuses on managing the Board issues
and supervising the management team in adherence
to the long term strategic development of the Group.
The Managing Director is responsible for the
Group’s business development and marketing
functions. The Vice Chairman is responsible for the
Group’s overall corporate functions and operations.

The Chairman, with the support of the Managing
Director, the Vice Chairman and the Company
Secretary, has a clear responsibility to provide the
whole Board with all the information that is relevant
to the discharge of the Board’s responsibilities.

Board meetings are structured to encourage open
discussion and frank debate.

Board papers are normally sent to Directors at least
three days before Board meetings.

10
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CORPORATE GOVERNANCE REPORT

A2.4to Important roles for chairman e The Chairman, together with the Company
A.2.9 including: Secretary, draws up agenda for each Board meeting

Drawing up and approving
agenda for each board meeting.

Ensuring establishment of good
corporate governance practices
and procedures.

Encouraging all directors to
make a full and active
contribution to Board affairs,
voice their concerns with
different views and ensure the
board decisions fairly reflected
board consensus.

Holding meeting with non-
executive directors and
promoting a culture of openness
and debate by facilitating
effective contribution of non-
executive directors.

Ensuring effective
communication between the
Board and shareholders.

after consultation with the relevant parties. The
Chairman will also include in the agenda any
matters proposed by other Directors.

The Chairman plays a key role in driving corporate
governance development and a leading role in the
corporate governance function held by the Board.

A Board calendar of meeting dates is normally
planned prior to the beginning of a fiscal year. All
Directors take active interest in Company affairs and
participate in Board meetings with open discussions
for contribution to the Company.

The Chairman meets with Non-executive Directors
(including Independent Non-executive Directors) at
least annually. They participate in Board meetings
with open discussions and bring independent
judgments and constructive comments to the Board.

General meetings are held at least once a year in
which the Chairman, the Managing Director and the
Vice Chairman will be present to answer any
questions from shareholders. During the year under
review, an annual general meeting was held at
which, the Chairman, the Managing Director, the
Vice Chairman and other Board members were
present to answer questions from shareholders.
Shareholders can also access the Company’s latest
information by visiting the Company’s website
(www. topformbras.com). The Company has also set
up procedures whereby shareholders can send
enquiries and concerns to the Board and such
procedures and other policies concerning
communication with shareholders and shareholders’
rights of the Company are available on the
Company’s website (www.topformbras.com).

Top Form International Limited Annual Report 2016 11




CORPORATE GOVERNANCE REPORT

The board should have a balance of skills, experience and diversity of perspectives appropriate to the
requirements of the business of the issuer and shall include a balanced composition of executive and non-
executive directors (including independent non-executive directors) so that independent elements can

The composition of the Board represents a well-
balanced mixture of skills and experience
appropriate for the requirements of the business of
the Company.

Review of the Board composition is made regularly
by the nomination committee.

The composition of the Board by category is
disclosed in all corporate communications and the
updated biographical details of the Directors are set
out in annual reports under the section headed
“Biographical Details of Directors and Senior
Management” and on the website of the Company
(www.topformbras.com).

Biographies and designations of Directors are set out
in annual reports under the section headed
“Biographical Details of Directors and Senior
Management” and also published on the Company’s
website and are updated when required. A list of
names of Directors and their roles and functions is
also published on the website of Hong Kong
Exchanges and Clearing Limited (“HKEx”) and the
Company’s website.

These should be a formal, considered and transparent procedure for the appointment of new directors and
plans in place for orderly succession for appointments to the Board. All directors should be subject to re-

Non-executive Directors are not appointed for a
specific term. They are, however, subject to
retirement by rotation and re-election at least once
every three years in accordance with the Company’s
Bye-laws.

A3 Board Composition
Code Principle
effectively be exercised.

A3.1 e Independent non-executive
directors should be identified in /
all corporate communications
that disclose the names of
directors.

A3.2 e Maintain on the website an
updated list of directors /
identifying their role and
function and whether they are
independent non-executive
directors.

A4 Appointments, Re-election and Removal

Code Principle
election at regular intervals.

A4 e Non-executive directors should = Deviation
be appointed for a specific term explained
and subject to re-election.

12 Top Form International Limited Annual Report 2016




CORPORATE GOVERNANCE REPORT

A4.2 .

All directors appointed to fill a
casual vacancy should be
subject to election by
shareholders at the next general
meeting after their appointment.

Every director, including those
appointed for a specific term,
should be subject to retirement
by rotation at least once every
three years.

A.4.3 .

Election of an independent non-
executive director serving more
than nine years. Include reason
why considered to be
independent and why should be
re-elected.

v

Deviation
explained

In accordance with the Company’s Bye-laws, newly
appointed Directors to fill casual vacancies are
required to offer themselves for re-election at the
next general meeting following their appointments.

Under the Company’s Bye-laws, at each annual
general meeting one-third of the Directors for the
time being or, if the number is not three or a
multiple of three, the number nearest to but not less
than one-third shall retire from office. The Chairman
shall not, whilst holding such office, be subject to
retirement by rotation or be taken into account in
determining the number of Directors to retire in
each year.

In the opinion of the Board, it is important for the
stability and growth of the Company that there is,
and is seen to be, continuity of leadership in the role
of Chairman and, in consequence, the Board is of
the view that the Chairman should not be subject to
retirement by rotation or hold office for a limited
term at the present time.

Each of the Independent Non-executive Directors of
the Company confirms annually his/her
independence pursuant to Rule 3.13 of the Listing
Rules of Hong Kong Stock Exchange.

Mr. Chow Yu Chun, Alexander and Mr. Leung Ying
Wah, Lambert, Independent Non-executive
Directors of the Company since 10 February 1993
and 3 May 2006 respectively, will be subject to
retirement by rotation and offer themselves for re-
election at the forthcoming annual general meeting
(“AGM”). The Board has expressed its view on the
independence of Mr. Chow and Mr. Leung in a
circular in relation to, among other matters, the re-
election of Retiring Directors at the AGM for
shareholders’ consideration.

13
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CORPORATE GOVERNANCE REPORT

A.5 Nomination Committee

A.5.1to o The Company should establish a = Deviation e The Company established a Nomination Committee

A.5.3 nomination committee which is ~ explained in February 2012 which is currently comprising Mr.
chaired by the Chairman of the Wong Chung Chong, Mr. Wong Kai Chi, Kenneth
Board or an independent non- (appointed on 19 February 2016), Mr. Fung Wai Yiu,
executive director and comprises Mr. Herman Van de Velde, Mr. Marvin Bienenfeld,
a majority of independent non- Mr. Chow Yu Chun, Alexander, Ms. Leung Churk
executive directors. Written Yin, Jeanny, Mr. Leung Ying Wah, Lambert and Mr.
terms of reference specifying its Lin Sun Mo, Willy, representing a majority of
authority and duties should be Independent Non- executive Directors.
published on the HKEx’s and the
Company’s website. Mr. Fung Wai Yiu retired as Chairman and Executive

Director of the Company on 31 October 2014 and
he was re-designated as a Non-executive Director.
The Board considered that Mr. Fung’s assumption of
the role as the Chairman of the Nomination
Committee would ensure the stability and smooth
transition during the interim period. At the board
meeting held on 27 August 2015, the Board has
appointed Mr. Chow Yu Chun, Alexander, an
Independent Non-executive Director of the
Company, as the Chairman of the Nomination
Committee with effect from 27 August 2015.

e Written terms of reference which follows closely the
requirements of the Code Provisions have been
adopted by the Board and are available for review
on the HKEx's website and the Company’s website.

e During the year under review, one nomination
committee meeting was held on 19 February 2016
to assess the independence of the independent non-
executive directors, review the structure, size and
composition of the Board, discuss and consider the
appointment of Mr. Wong Kai Chi, Kenneth as the
additional member of the Nomination Committee.

14 Top Form International Limited Annual Report 2016



CORPORATE GOVERNANCE REPORT

A.5.4 .

Nomination committee should
be provided with sufficient
resources to perform its duties
and should seek independent
professional advice at the
issuer’s expense where
necessary.

A.5.5 .

A proposal for election of an
individual as independent non-
executive director at the general
meeting, the issuer should
include in a circular to
shareholders and/or explanatory
statement accompanying the
notice of the relevant general
meeting the reason why such
individual to be considered as
independent.

A.5.6 .

The nomination committee
should have a policy of board
diversity.

v

v

v

Details of their attendance records at the meetings
during the year ended 30 June 2016 are set out
below:

Executive Directors Attendance
Wong Chung Chong 171
Wong Kai Chi, Kenneth 171
Non-executive Directors
Fung Wai Yiu (Chairman of the

Nomination Committee till 26 August

2015 but remains as a member) 0/1
Herman Van de Velde 1/1

Independent Non-executive Directors
Marvin Bienenfeld 1/1
Chow Yu Chun, Alexander (appointed

as the Chairman of the Nomination

Committee on 27 August 2015) 11
Leung Churk Yin, Jeanny 1”7
Leung Ying Wah, Lambert 1”71
Lin Sun Mo, Willy 1”71

The Committee is authorized by the Board to seek
outside legal or other independent professional
advice where necessary. It may also secure the
attendance of outsiders with relevant experience if it
considers appropriate.

No appointment of independent non-executive
director during the year under review.

A Board Diversity Policy has been adopted by the
Nomination Committee in August 2013.

The main objective of the policy is to provide a
guideline to the Nomination Committee in selecting
candidates in terms of their merits and business and
professional backgrounds to the Board with
reference to the Company’s existing and future
business development needs.

Top Form International Limited Annual Report 2016 15




CORPORATE GOVERNANCE REPORT

A.6

Responsibilities of Directors
Code Principle

Every director must always know his responsibilities as a director of an issuer and its conduct, business
activities and development. Non-executive directors have the same duties of care and skill and fiduciary

duties as executive directors.

A.6.1

e Every newly appointed director
should receive a comprehensive,
formal induction to ensure that
he has a proper understanding of
the issuer’s operations and
business; his responsibilities
under the listing rules, applicable
regulatory requirements,
business and governance
policies of the issuer.

A.6.2 e Function of non-executive

directors include:

— participate in board meetings
and bring an independent
judgment to the board.

— take the lead where potential
conflicts of interest arise.

— serve on board committees if
invited.

— scrutinise the issuer’s
performance.

v

The Chairman and Company Secretary will usually
brief the newly appointed Director for the duties and
responsibilities he/she may perform as a Director of
the Company and other regulatory requirements he/
she may observe.

Directors are provided at quarterly Board meetings
with comprehensive reports on the management’s
strategic plans, updates on business, financial
objectives, plans and actions.

The Company Secretary is responsible for keeping
all Directors updated on Listing Rules and other
statutory requirements.

Memos or emails are issued from time to time to
keep Directors up to date with changes in Listing
Rules and other regulations relevant to Directors in
the discharge of their duties.

Non-executive Directors participated actively in the
affairs of the Company by attending the Board
meetings and give independent advice and
judgement on matters being discussed. If considered
necessary, they will seek guidance and direction
from the Chairman, the Managing Director and the
Vice Chairman on the future business direction and
strategic plans so as to gain a comprehensive
understanding of the business of the Company to
exercise their independent judgment.

Non-executive Directors review the financial
information and operational performance of the
Group on a regular basis.

The Audit Committee of the Company is wholly
composed of Independent Non-executive Directors.
The Compensation Committee is wholly composed
of Non-executive Directors, with the majority being
Independent Non-executive Directors. The
Nomination Committee is composed of all
categories of Directors, with the majority being
Independent Non-executive Directors.

16
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CORPORATE GOVERNANCE REPORT

A.6.3

Directors should ensure that they
can give sufficient time and
attention to the affairs of the
issuer.

A.6.4

Directors must comply with the
Model Code.

Board should establish written
guidelines on no less exacting
terms than the Model Code for
relevant employees.

A.6.5

Directors should participate in
continuous professional
development and refresh their
knowledge and skills, with
appropriate emphasis on the
roles, functions and duties of a
listed company director.

v

There was satisfactory attendance for Board and
Board Committee meetings during the year.

Please refer to A.1.1, A.5.1, B.1.2, C.3.3 and C.3.4
for details.

The Company has adopted the Model Code as set
out in Appendix 10 to the Listing Rules (“Model
Code”) as its own code for Directors’ dealings in
securities of the Company.

Having made specific enquiries, the Company
confirmed that each of the Directors has complied
with the required standards during the year.

Employees who are likely to be in possession of
inside information of the Company are also subject
to compliance with guidelines on no less exacting
terms than the Model Code.

The Company Secretary has provided all Directors
with relevant directors’ guides for their discharge of
duties and updates on changes of relevant rules and
regulations.

During the year, the Directors’ knowledge and skills
are continuously developed and refreshed by
reading materials and guidelines on subjects relating
to new disclosure requirements for the business
review in annual report and the changes to the
Environmental, Social and Governance Reporting
guide in the Listing Rules.
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A.6.6

Directors should disclose at the
time of appointment (and at
subsequent times) all offices held
in other public companies and
other significant commitments.

A.6.7

Directors should ensure regular
attendance and active
participation at board, board
committee and general meetings
through which to demonstrate
their skills, expertise and varied
backgrounds and qualifications.

A.6.8

Non-executive directors should
make a positive contribution to
the development of the issuer’s
strategy and policies through
independent, constructive and
informed comments.

v

v

Records of the Directors’ training during the year
ended 30 June 2016 under review are as follows:

Reading

Materials

Executive Directors and Guidelines

Wong Chung Chong (Chairman) v
Wong Kai Chi, Kenneth

(Managing Director) v
Wong Kai Chung, Kevin

(Vice Chairman) v

Non-executive Directors
Fung Wai Yiu

Lucas A.M. Laureys
Herman Van de Velde

NSNS

Independent Non-executive Directors
Marvin Bienenfeld

Chow Yu Chun, Alexander

Leung Churk Yin, Jeanny

Leung Ying Wah, Lambert

Lin Sun Mo, Willy

AN N NN

On appointment, Directors have disclosed all
relevant information to the Board. They will disclose
any change of such information to the Company in a
timely manner and such information is updated in
annual reports and the Company’s website.

There was satisfactory attendance for Board
meetings, Board Committee meetings and general
meeting during the year. Please refer to A.1.1, A.5.1,
B.1.2, C.3.3 and C.3.4 for details.

During Board and Board Committee meetings, there
were open discussions amongst the Board and Board
Committee members and constructive advice was
given to the Board. Directors and chairmen of
respective Board Committees were available at
general meeting to answer questions from
shareholders.

Details on the roles and functioning of as well as the
work performed by Non-executive Directors
(including Independent Non-executive Directors) are
set out above.
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A7

Supply of and Access to Information

Code Principle
Directors should be provided in a timely manner with appropriate information in the form and quality to
enable them to make an informed decision and to perform their duties and responsibilities.

A.7.1

Board papers should be sent to
all directors at least three days
before regular board or board
committee meetings.

A7.2

Management has an obligation
to supply the board and its
committees with adequate
information in a timely manner
to enable it to make informed
decisions. The information
supplied must be complete and
reliable.

Each director should have
separate and independent access
to senior management for
making further enquiries where
necessary.

A7.3

Directors are entitled to have
access to board papers and
related materials; queries raised
by directors should be responded
promptly and fully.

v

v

Board papers are circulated no less than three days
before regular Board or Board Committee meetings.

The Chief Financial Officer (also acting as the
Company Secretary) attended all regular Board and
Board Committee meetings to advise on corporate
governance, statutory compliance, accounting and
financial matters.

Senior management is from time to time brought
into formal and informal contact with the Board at
Board meetings and other events to provide briefings
and advices on matters discussed at the meetings.

Board papers and related materials are circulated to
Directors three days prior to Board meetings and
Board Committee meetings and are made available
for inspection at any time by Board members and
Committee members.

The Executive Directors, with the support of the
Chief Financial Officer (also acting as the Company
Secretary), play a leading role in ensuring that
queries are answered promptly and fully.
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REMUNERATION OF DIRECTORS AND SENIOR MANAGEMENT AND BOARD EVALUATION

The Level and Make-up of Remuneration and Disclosure

Code Principle
A formal and transparent procedure should be established for setting policy on executive director
remuneration and remuneration packages for all directors. No director should be involved in deciding his
own remuneration.

B.1.1

The remuneration committee
should consult the chairman
and/or chief executive about
their remuneration proposals for
other executive directors and
have access to independent
professional advice if necessary.

B.1.2

Terms of reference of the
remuneration committee to
include:

— make recommendations to
the board on policy and
structure for remuneration of
all directors and senior
management.

— review and approve
management’s remuneration
proposals with reference to
the Board’s corporate goals
and objectives.

v

The Company established a Compensation
Committee in 2001.

There is close liaison and consultation between the
Committee and the Chairman on all human resource
issues.

Committee members are aware that access to
professional advice is available if considered
necessary.

The terms of reference of the Compensation
Committee follow closely the requirements of the
Code Provisions that have been adopted by the
Board.

The Compensation Committee has the responsibility
delegated by the Board to review and assess the
remuneration packages of individual executive
directors and senior management and make
recommendations to the Board.

During the year ended 30 June 2016, members of
the Committee had held one meeting at which the
remuneration of Non-executive Directors was
reviewed and recommendations were made to the
Board for approval.
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— either to determine, with
delegated responsibility,
specific remuneration
packages of individual
executive directors and
senior management; or to
make recommendations to
the Board for this purpose.

— make recommendations to
the Board on remuneration
of non—executive directors.

— consider salaries paid by
comparable companies, time
commitment and
responsibilities and
employment conditions
elsewhere in the group.

— review and approve the
compensation payable to
executive directors and
senior management for loss
or termination of office or
appointment or relating to
dismissal or removal of
directors for misconduct.

— ensure that no director or
any of his associates is
involved in deciding his own
remuneration.

B.1.3

The remuneration committee
should make available its terms
of reference and the authority
delegated to it by the board.

The Committee comprises the following members
and details of their attendance records at the
meetings held during the year ended 30 June 2016
are set out below:

Independent Non-executive Directors — Attendance

Marvin Bienenfeld (Chairman) 1/1
Leung Churk Yin, Jeanny 171
Leung Ying Wah, Lambert 171

Non-executive Director
Herman Van de Velde 11

The Committee reviews compensation policies of
the Group on a regular basis.

The compensation policy of the Group is designed
to reflect performance, complexity and responsibility
with a view to attracting, motivating and retaining
high performing individuals.

The Group’s compensation policy for Non-
executive Directors is designed to ensure that they
are sufficiently but not excessively compensated for
their efforts and time dedicated to the Group.

No individual Director is involved in deciding his
own remuneration.

B.1.4

The remuneration committee
should be provided with
sufficient resources to perform its
duties.

The terms of reference of the Compensation
Committee are available for review on the HKEx’s
website and the Company’s website.

Independent professional advice will be brought to
supplement internal resources where appropriate.
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B.1.5 e Details of remuneration to senior ¢ Details of remuneration paid to members of senior
management should be disclosed / management for the year ended 30 June 2016 are as
by band in annual reports. follows:

HK$
Salaries and other benefits 7,253,109

Retirement benefit scheme
contributions 57,000
Number of
individuals
HK$1,000,001 to HK$1,500,000 1
HK$1,500,001 to HK$2,000,000 1
HK$2,000,001 to HK$2,500,000 2

Recommended Best Practices

B.1.7 e A significant proportion of ¢ Details of remuneration of Executive Directors are
executive directors’ / disclosed on an individual basis in the annual report.
remuneration should link A significant proportion of the compensation of
rewards to corporate and Executive Directors and senior management is based
individual performance. on individual performance and the financial

performance of the Group.

C ACCOUNTABILITY AND AUDIT

C.1 Financial Reporting

Code Principle
The Board should present a balanced, clear and comprehensible assessment of the company’s performance,
position and prospects.

C.1.1 e Management to provide e Directors are provided with a review of the Group's
sufficient explanation and / major business activities and detailed financial
information to the board to information on a quarterly basis.
enable it to make an informed
assessment of financial and other
information put forward to the
board for approval.

C.1.2 e Management to provide monthly e Management provides monthly accounts or updates
updates to the Board in sufficient / to Board members, whenever necessary, facilitating
details for its assessment of the a balanced and understandable assessment and
issuer’s performance, position appraisal of the Company’s performance, position
and prospect. and prospect.
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C.1.3

The directors should
acknowledge in the Corporate
Governance Report their
responsibility for preparing the
accounts.

A Statement by the auditors
regarding their reporting
responsibilities in the auditors’
report on the financial
statements.

Unless it is inappropriate to
assume that the company will
continue in business, the
directors should prepare the
accounts on a going concern
basis, with supporting
assumptions or qualifications as
necessary.

The Directors annually acknowledge their
responsibility for preparing the financial statements
of the Group.

The Companies Ordinance requires the Directors to
prepare financial statements for each financial year
which give a true and fair view of the state of affairs
of the Company and of the Group as at the end of
the financial year and of their respective profit or
loss for the year then ended. In preparing the
financial statements, the Directors are required to:

— select suitable accounting policies and apply
them on a consistent basis, making judgments
and estimates that are prudent, fair and
reasonable;

— state the reasons for any significant departure
from accounting standards; and

— prepare the financial statements on a going
concern basis, unless it is not appropriate to
assume that the Company and the Group will
continue in business for the foreseeable future.

The Directors are responsible for keeping proper
accounting records, for safeguarding the assets of the
Company and the Group and for taking reasonable
steps for the prevention of fraud and other
irregularities.

The Auditor’s Report states auditors’ reporting
responsibilities.

Directors are not aware of any matters and
uncertainties that may cast significant doubt upon
the Company’s ability to continue as a going
concern.
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C.1.4

Director should include in a
separate statement containing a
discussion and analysis of the
group’s performance in the
annual report, an explanation of
the basis on which the issuer
generates or preserves value
over the longer term (business
model) and the strategy for
delivering such objectives.

C.1.5

The board should present a
balanced , clear and
understandable assessment in
annual/interim reports and other
financial disclosures required
under the Listing Rules and other
statutory requirements.

v

v

This information is stated in the “Chairman’s
Statement” and “Management Discussion and
Analysis” sections in annual reports.

The Board aims to present a clear, balanced and
understandable assessment of the Group’s
performance and financial position in all shareholder
communications.

The Board is aware of the requirements under the
Listing Rules about timely disclosure of inside
information regarding the Company and will arrange
to issue and publish such announcements as and
when the occasions arise. The Company Secretary
will consult and seek legal advice on the materiality
and sensitivity of certain material and connected
transactions and advise the Board accordingly.

C.2

Internal Controls
Code Principle
The Board should ensure that the issuer maintains sound and effective internal controls to safeguard the

shareholders’ investments and the issuer’s assets.

C.2.1

The directors should at least
annually conduct a review of the
effectiveness of the internal
control systems of the issuer and
its subsidiaries and report that
they have done so in their
Corporate Governance Report.

The review should cover all
material controls, including
financial, operational and
compliance controls and risk
management functions.

v

The Board, with the support of Internal Audit
Department, has overall responsibility for
maintaining sound and effective internal control and
risk management system of the Group.

The Internal Audit Department conducts reviews on
the internal control systems of the Company and its
subsidiaries on a regular basis and then reports their
findings to the audit committee.
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e The review covers all material controls, including
financial, operational, and compliance controls and
risk management functions.

An annual audit plan will be submitted to the Audit
Committee for review and endorsement at the
beginning of each financial year. In addition to the
planned audit schedule, Internal Audit Department
also carries out other review and audit works on an
ad hoc basis should there be a material or significant
issue arising from business/operational units that
would be detrimental to the business objectives and
developments of the Group.

The Board is generally satisfied as to the
effectiveness of the internal control systems of the
Company and its subsidiaries during the year under
review.

consider the adequacy of put in place within the Group to perform the
resources, qualifications and accounting and financial reporting function.
experience of staff training

C2.2 e The annual review should / ¢ There have been sufficient and adequate resources

programmes and budget of the The finance team, led by the Chief Financial Officer,
issuer’s accounting and financial with the support of a group of accounting
reporting function. professionals, is responsible for the oversight of the

Group’s finance and control function. Monthly
operational review meetings are held with each of
the regional and business unit heads to evaluate
their performance against the targets set in the
annual budget and ongoing matters.

¢ Adequate training is provided to the finance team. In
addition to the “On-the-job” and internal training,
senior staff will regularly attend seminars with topics
of relevance to them in discharging their duties,
updating their professional knowledge as well as
coaching their subordinates.
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Recommended Best Practices

C23 e The board’s annual review

should, in particular consider:

— the changes since the last
annual review in the nature
and extent of significant
risks, and the issuer’s ability
to respond to changes in its
business and the external
environment.

— the scope and quality of
management’s ongoing
monitoring of risks and of
internal control system, and
where applicable, the work
of its internal audit function
and other assurance
providers.

— the extent and frequency of
communication of
monitoring results to the
board which enables it to
assess control of the issuer
and the effectiveness of risk
management.

— significant control failings or
weaknesses that have been
identified during the period.

— the effectiveness of the
issuer’s processes for
financial reporting and
Listing Rule compliance.

The annual review by the Board considered all these
matters.

There were no significant control failings or
weakness identified.

26
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C24

Narrative statement on
compliance with code provisions
on internal control including:

— process used to identify,
evaluate and manage
significant risks.

— additional information to
explain its risk management
processes and internal
control system.

— acknowledgement by the
board that it is responsible
for the internal control
system and its effectiveness.

— process used to review the
effectiveness of the internal
control system.

— process used to resolve
material internal control
defects for any significant
problems disclosed in annual
reports and accounts.

v

The Board has overall responsibility for internal
control system and reviewing its effectiveness.

The Group has in place an internal control system
which is designed in light of the nature of the
business as well as the organization structure.

The Group’s system of internal control includes a
defined management structure with limits of
authority and is designed to further the achievement
of business objectives, safeguard assets against
unauthorised use or disposition, ensure the
maintenance of proper accounting records for the
provision of reliable financial information for
internal use or publication, and ensure compliance
with relevant legislation and regulations. The system
is designed to provide reasonable, but not absolute,
assurance against material misstatement or loss and
to manage rather than eliminate risks of failure in
operational systems and achievement of the Group’s
objectives.

Senior management adopts a hands-on approach to
the operations of the business and delegation of
authority is limited.

Detailed operational and financial budgets are
prepared and reviewed by the responsible Directors
prior to being adopted.

Robust controls are in place for the recording of
complete, accurate and timely accounting and
management information. Comprehensive monthly
management accounts are prepared, reviewed with,
and distributed to appropriate senior managers. In
addition, monthly operational review meetings of
various operating plants are held. The Chairman, the
Managing Director and the Vice Chairman play
leading roles in these meetings.

The Head of Internal Audit Department has direct
access to the Chairman of the Audit Committee. The
work plan of the Internal Audit Department focuses
on those areas of the Group’s activities with the
greatest perceived risk and the plan is reviewed and
approved by the Audit Committee. The results of
internal audit reviews and corresponding remedial
actions taken are reported to the Executive Directors
and Audit Committee periodically.
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Audit Committee
Code Principle
The board should establish formal and transparent arrangements for considering how it applies the financial
reporting and internal controls principles and for maintaining an appropriate relationship with the company’s
auditors. The audit committee should have clear terms of reference.

C3

C.3.1

Minutes should be kept by a
duly appointed secretary and
sent to all committee members
within a reasonable time.

Minutes are prepared by the Company Secretary and
sent to members of the Audit Committee within 14
days of each meeting.

C3.2

A former partner of existing
auditing firm shall not act as a
member of the committee for 1
year after he ceases to be a
partner of or to have any
financial interest in the firm,
whichever is the later.

No member of the Audit Committee is a partner of
or has financial interest in the existing auditing firm
of the Company.

C3.4

C3.3and ®

The terms of reference of the
audit committee should include:

— relationship with the issuer’s
external auditors.

— review of the issuer’s
financial information.

— oversight of the issuer’s
financial reporting system,
risk management and
internal control systems.

The audit committee should
make available its terms of
reference, explaining its role and
the authority delegated to it by
the board.

The Company established an audit committee in
1998 and all its members are Independent Non-
executive Directors.

The terms of reference of the Audit Committee
follow closely the requirements of the Code
Provisions that have been adopted by the Board and
are available for review on the HKEx's website and
the Company’s website. The Board adopted the
revised terms of reference on 19 February 2016 in
accordance with the requirements of the Code
Provisions.

Under its terms of reference, the Committee reviews
the Group’s financial information and oversees the
financial reporting system, risk management and
internal control systems; it also approves the scope
of work of the Internal Audit Department and
oversees the relationship with the external auditors.

The Audit Committee currently consists of the
following members and two meetings have been
held during the year ended 30 June 2016. Details of
committee members’ attendance records are set out
below:

Independent Non-executive Directors — Attendance
Leung Ying Wah, Lambert (Chairman) 2/2
Marvin Bienenfeld 2/2
Chow Yu Chun, Alexander 2/2
Leung Churk Yin, Jeanny 2/2
Lin Sun Mo, Willy 2/2

28
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C.3.5

If Audit Committee disagrees
with the Board’s view on the
selection, appointment,
resignation or dismissal of
external auditors, a statement
from the audit committee
explaining its recommendation
and reason for such disagreement
should be included in the
Corporate Governance Report.

C3.6

The audit committee should be
provided with sufficient
resources to perform its duties.

C3.7

Terms of reference should
include:

— review of arrangements
employees can use, in
confidence, to raise concerns
about possible improprieties
in financial reporting, internal
controls or other matters.

— to act as the key
representative body for
overseeing the issuer’s
relation with the external
auditor.

v

The principal work performed by the committee
during the year ended 30 June 2016 included:

— review of the Company’s financial statements for
the year ended 30 June 2016 and for the six
months ended 31 December 2015 and
recommending such financial statements to the
Board for their approval and adoption;

— discussions with the external auditors and
reporting to the Board any significant matters
arising from the interim/annual audit;

— review of the audit reports submitted by Internal
Audit Department regarding the systems of
internal control and risk management;

— review and approval of the audit planning; and

— review of the Continuing Connected
Transactions.

The Committee was satisfied as to the overall
effectiveness of the internal controls and risk
management process during the year under review.

The Audit Committee recommended to the Board,
subject to shareholders” approval at the AGM to re-
appoint KPMG as the external auditors of the
Company until the conclusion of next annual general
meeting.

For the year ended 30 June 2016, the external
auditors received HK$1,755,000 for audit services
and HK$$110,500 for non-audit services. The non-
audit services represented tax compliance services.

Independent professional advice will be brought to
supplement internal resources where appropriate.

The terms of reference updated with these items
have been adopted by the Board.

The Audit Committee oversees the relationship with
the external auditors.
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D DELEGATION BY THE BOARD
D.1 Management Functions
Code Principle

An issuer should have a formal schedule of matters specifically reserved for board approval. The board should
give clear directions to management on the matters that must be approved by it before decisions are made on
behalf of the issuer.

D.1.1 and e
D.1.2

Board must give clear directions
as to the powers of management,
including where management
should obtain prior board
approval before making
decisions or entering into any
commitments on behalf of the
issuer.

Formalize the functions reserved
to the board and those delegated
to management; and review
those arrangements periodically
to ensure that they remain
appropriate to the needs of the
company.

v

The daily management, operation and administration
functions of the Company are delegated to the
management. The reporting system is designed to
ensure that significant issues are reported to the
Board on a regular basis.

There is a defined schedule of matters reserved for
full Board approval, including:

— long-term objectives and strategies;

— audited financial statements and associated
materials; review and approve interim and final
results announcements and quarterly operational
updates; convening general meetings;

— recommendations as to dividend;

— appointment, removal or re-designation of
Directors;

— remuneration of Non-executive Directors and
changes in terms and conditions of employment
of Executive Directors;

— material connected transactions;

— material acquisitions, disposals or joint-venture
arrangements;

— material raising of external finance;
— appointment and removal of external auditors;

— matters involving a conflict of interest for a
substantial shareholder or Director; and

— Create, issue, purchase, redeem or otherwise
reorganize the Company’s share capital.
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D.1.3 e An issuer should disclose the e AssetoutinD.1.1 and D.1.2.

respective responsibilities of the /
board and management.

of appointment for Directors and conditions relative to their appointment will be
setting out the key terms and prepared for each newly appointed Director.
conditions of their appointment.

D.1.4 ¢ Issuers should have formal letters / ¢ A formal appointment letter setting out the key terms

D.2 Board Committees
Code Principle
Board committees should be formed with specific written terms of reference that deal clearly with the
committees’ authority and duties.

D.2.1 e Clear terms of reference to e Three Board committees, Audit Committee,
enable proper discharge of / Compensation Committee and Nomination
committees functions. Committee have been established with clear and

specific terms of reference.

Please refer to A.5.1 to A.5.3, B.1.2, C.3.3 and C.3.4
for details.

require committees to report relevant meeting.
their decisions and
recommendations to the board.

D.2.2 e The terms of reference should / ¢ Each Board Committee reports to the Board after the
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D.3 CORPORATE GOVERNANCE FUNCTIONS

D.3.1 e The terms of reference should ¢ The terms of reference adopted by the Board follow
include: / closely the Code Provision D.3.1.

— developing and reviewing
policies and practices on
corporate governance.

— reviewing and monitoring
training and continuous
professional development of
directors and senior
management.

— reviewing and monitoring
policies and practices on
legal and regulatory
compliance issues.

— developing, reviewing and
monitoring the code of
conduct applicable to
employees and directors.

— reviewing Corporate
Governance Code
compliance and disclosure
requirements.

for performing corporate held by the Board with Chairman of the Board

governance duties set out in playing a leading role. The Board places emphasis

D.3.1 or it may delegate the on good corporate governance practices and has

responsibilities to a committee. reviewed the Group’s corporate governance
practices and code of conduct and compliance
matters during the year.

D.3.2 e The board should be responsible / e Corporate governance functions of the Company are

32 Top Form International Limited Annual Report 2016



CORPORATE GOVERNANCE REPORT

The Board should be responsible for maintaining an on-going dialogue with shareholders and in particular,
use annual general meetings or other general meetings to communicate with shareholders and encourage

should attend the annual general
meeting and invite the chairman
of the audit, remuneration,
nomination committees (as
appropriate) or in the absence of
the chairman of such committees,
another members of the
committees to attend and be
available to answer questions at
the annual general meeting.

The chairman of the independent
board committee (if any) should
also be available to answer
questions at any general meeting
to approve a connected
transaction or any other
transaction that requires
independent shareholders’
approval. An issuer’s
management should ensure that
the external auditor attends the
annual general meeting to
answer questions.

v
v

E COMMUNICATION WITH SHAREHOLDERS
E.1 Effective Communication
Code Principle
their participation.
E.1.1 e A separate resolution be
proposed by the chairman for
each substantially separate issue.
E.1.2 e The chairman of the board

Separate resolutions are proposed at the general
meeting on each substantially separate issue,
including the election of individual Directors.

The Chairman of the Board chaired the 2015 annual
general meeting held during the year and was
available to answer questions from shareholders.

The Chairman or members of respective Board
Committees also attended the 2015 annual general
meeting and were available to answer questions
from shareholders.

Details of Directors’ attendance records at the 2015
annual general meeting are as follows:

Executive Directors Attendance
Wong Chung Chong (Chairman) v
Wong Kai Chi, Kenneth

(Managing Director) v
Wong Kai Chung, Kevin

(Vice Chairman) v

Non-executive Directors
Fung Wai Yiu v
Lucas A.M. Laureys

Herman Van de Velde

X X

Independent Non-executive Directors
Marvin Bienenfeld

Chow Yu Chun, Alexander

Leung Churk Yin, Jeanny

Leung Ying Wah, Lambert

Lin Sun Mo, Willy

ANANANE Y

The external auditor attended the annual general
meeting to answer questions from shareholders.
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E.1.3 e At least 20 clear business days’ e The Company complies with this requirement.
notice should be given for /
annual general meetings and at
least 10 clear business days’
notice should be given for all
other general meetings.

E.1.4 e Board should establish a e The Company has established a Shareholders’
shareholders’ communication / Communication Policy which can be viewed at the
policy and review it regularly. Company’s website.

¢ Information of shareholders’ rights including (i) the
way in which shareholders can convene a special
general meeting; (ii) procedures with contact details
that shareholders can send enquiries to the Board;
(iii) procedures for putting forward proposals at
general meetings; and (iv) procedures shareholders
can use to propose a person for election as a
director, is available at the Company’s website.

E.2 Voting by Poll
Code Principle
The issuer should ensure that shareholders are familiar with the detailed procedures for conducting a poll.

ensure that an explanation is conducting a poll at the outset of the annual general

E.2.1 The chairman of a meeting should / e The Chairman explains the detailed procedures for
provided of the detailed procedures meeting and any general meetings and answers

for conducting a poll and answer questions from shareholders.
any questions from shareholders on
voting by poll.
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COMPANY SECRETARY
Code Principle

Company Secretary plays an important role in supporting the board by ensuring good information flow within
the board and that board policy and procedures are followed. The Company Secretary is responsible for
advising the board through the chairman and/or the chief executive on governance matters and facilitates
induction of directors.

F.1.1to
F.1.4

The company secretary should
be an employee of the company
and have day- to-day knowledge
of the company’s affairs.

The board should approve the
selection, appointment or
dismissal of the company
secretary.

The company secretary should
report to the board chairman
and/or the chief executive.

All directors should have access
to the advice and services of the
company secretary to ensure that
board procedures, and all
applicable law, rules and
regulations, are followed.

v

The Company Secretary is an employee of the
Company and has day-to-day knowledge of the
Company who is assisting and reporting to the
Chairman on the Company’s issues.

The selection, appointment or dismissal of the
Company Secretary is approved by the Board.

The Company Secretary is responsible for ensuring
that Board procedures are complied with and
advises the Board on corporate governance and
compliance matters.

Directors have direct access to the Company
Secretary.
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Business Integrity

Maintaining the highest professional and ethical standards is central to the Group’s core operating philosophy. The Group
has formally adopted a Code of Conduct (the “Code”) addressing guiding principles governing conduct of Directors,
management and employees. The Code is intended to establish standards of conduct encompassing the areas in which the
business operates.

In summary, executives and employees of the Group are expected to:

e Conduct business of the Group in full compliance with both the letter and spirit of the Law and of the Code.

e Maintain the highest possible standards in the way we operate and the way we treat our employees in order to satisfy
the expectations of both the business and social communities.

J Use confidential information properly.

J Recognize and avoid conflicts of interest.

J Protect the ownership of property of the Group, including information, products, rights and services.

e Conduct outside activities in a way which does not compromise the individual or the Group.

There is a reporting system for any code violations. The Board reviews the Code and monitors its effective implementation
periodically. There are also systems in place for risk assessment, risk identification and management, and timely corrective
measures for sustainability and to nourish improvement for the business of the Group.

Communications with the Investment Community

The Company is committed to maintaining a continuing open dialogue with institutional investors and analysts to facilitate
understanding of the group’s management, financial position, operations, strategy and plans.

The Vice Chairman and the Chief Financial Officer have the prime responsibility for these activities, with the Vice Chairman
taking the lead in the period immediately following the interim and final results announcements.

Regular one-on-one meetings are held with the financial community which, in a number of instances, involve visits to
production facilities.

The Company endeavours to be responsive to all media requests.
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The Directors present their annual report and the audited consolidated financial statements of the Company and its
subsidiaries (the “Group”) for the year ended 30 June 2016.

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The Company acts as an investment holding company. The principal activities of its subsidiaries are the design, manufacture
and distribution of ladies” intimate apparel, principally brassieres.

The activities of its principal subsidiaries are set out in note 31 to the consolidated financial statements.

A review of the business of the Group during the year and a discussion on the Group’s future business development and
uncertainties are set out in the Chairman’s Statement on page 3 and the Management Discussion and Analysis on pages 4 to
6 of this annual report. The principal risks facing the Group are set out in the Management Discussion and Analysis on pages
4 to 6 and the financial risk management objective and policies detailed in note 24 to the consolidated financial statements.
An analysis of the performance using financial key performance indicators are set out in the Five Year Financial Summary on
page 112 of this annual report.

In addition, the Group’s environmental policy and performance, compliance with relevant laws and regulations and key
relationships with employees, customers and suppliers are set out on pages 38 to 39 of this annual report.

The Group has no significant subsequent events up to the date of this report.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 30 June 2016 are set out in the Consolidated Statement of Profit or Loss on page
53.

DIVIDEND

The Board has recommended the declaration of a final dividend of HK$0.05 per share for the year ended 30 June 2016 (for
the year ended 30 June 2015: a final dividend of HK$0.05 per share) subject to the approval of shareholders of the Company
(the “Shareholders”) at the forthcoming annual general meeting (“AGM”). The proposed final dividend will be paid to the
Shareholders on 30 November 2016 whose names appear on the registers of members of the Company on 15 November
2016.

An interim dividend of HK$0.05 per share for the six months ended 31 December 2015 has been paid to the Shareholders
during the year ended 30 June 2016 (for the six months ended 31 December 2014: HK$0.05 per share).
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CLOSURE OF REGISTERS OF MEMBERS
(@) Entitlement to attend and vote at the 2016 AGM

The main and branch registers of members of the Company will be closed from 7 November 2016 to 8 November
2016 for the purpose of determining the shareholders’ entitlement to attend and vote at the AGM. During that period,
no transfer of shares will be registered. In order to qualify for the shareholders” entitlement to attend and vote at the
AGM, all transfer forms accompanied by the relevant share certificates must be lodged with the Company’s branch
share registrar in Hong Kong, Tricor Secretaries Limited at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong
Kong for registration not later than 4:30 p.m. on 4 November 2016.

(b) Entitlement to the proposed final dividend

The main and branch registers of members of the Company will be closed from 14 November 2016 to 15 November
2016 for the purpose of determining the shareholders” entitlement to the proposed final dividend. During that period,
no transfer of shares will be registered. In order to qualify for the proposed final dividend for the year ended 30 June
2016, all transfer forms accompanied by the relevant share certificates must be lodged with the Company’s branch
share registrar in Hong Kong, Tricor Secretaries Limited at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong
Kong for registration not later than 4:30 p.m. on 11 November 2016.

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for the past five financial years is set out on page 112.

ENVIRONMENTAL POLICY AND PERFORMANCE

The Group is committed to minimise the environmental impact in order to ensure a holistic and sustainable development of
the business in the natural environment it operates. To conserve and protect natural resources, energy saving and power
monitoring systems and measures have been in place in various manufacturing locations to monitor the Group’s
environmental performance. During the year, the Group has changed the fluorescent lights to energy saving light in various
manufacturing locations resulting in 20% saving on energy consumption per light bulb. The Group has also reduced the
power consumption per sewing machine by 80% through changing the sewing machine motors from clutch type motors to
pulley type server motors. Training programs have been provided for the employees to raise their awareness on natural
resources management and conservation to foster a culture of reduction of environmental impact.

COMPLIANCE WITH RELEVANT LAWS AND REGULATIONS

During the year ended 30 June 2016, the Company was not aware of any non-compliance with any relevant laws and
regulations that have a significant impact on the Group.
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KEY RELATIONSHIPS WITH EMPLOYEES, CUSTOMERS AND SUPPLIERS

Employees are one of the greatest assets of the Company. The Group is committed to continuously grow and cultivate its
pool of talent to build sustainable business. The Group provides resources for training and development opportunities for the
employees. The Group also offers competitive remuneration package to its employees. Staff performance is measured on a
regular and structured basis to provide employees with appropriate feedback and to ensure their alignment with the Group’s
corporate strategy.

The Group has developed long-standing and good relationships with its customers and suppliers. The Group serves the
customers and suppliers as business partners. The Group endeavours to provide quality service to its customers and works

closely with the suppliers to ensure their awareness on quality requirements of the materials and quality control
effectiveness.

SHARE CAPITAL

Details of share capital of the Company during the year are set out in note 25 to the consolidated financial statements. There
were no movements during the year.

DIRECTORS

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

Executive Directors

Wong Chung Chong (Chairman)
Wong Kai Chi, Kenneth (Managing Director)
Wong Kai Chung, Kevin (Vice Chairman)

Non-executive Directors

Fung Wai Yiu
Lucas A.M. Laureys
Herman Van de Velde

Independent Non-executive Directors

Marvin Bienenfeld

Chow Yu Chun, Alexander
Leung Churk Yin, Jeanny
Leung Ying Wah, Lambert
Lin Sun Mo, Willy

The biographical details of the Directors as at the date of this annual report are set out under the section headed
“Biographical details of directors and senior management”.
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In accordance with bye-law 87(2) of the Company’s Bye-laws, Mr. Wong Kai Chi, Kenneth, Mr. Lucas A.M. Laureys, Mr.
Chow Yu Chun, Alexander and Mr. Leung Ying Wah, Lambert will retire by rotation and, being eligible, offer themselves for
re-election at the AGM.

No director proposed for re-election at the AGM has a service contract with the Company or any of its subsidiaries which is
not determinable by the Group within one year without payment of compensation other than statutory compensation.

The Non-executive Directors have not been appointed for a specific term but will be subject to retirement by rotation in
accordance with the Company’s Bye-laws.

CONFIRMATION OF INDEPENDENCE ON INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received from each of the Independent Non-executive Directors an annual confirmation of his/her
independence pursuant to Rule 3.13 of the Listing Rules of the Hong Kong Stock Exchange. The Company has assessed their
independence and concluded that all the Independent Non-executive Directors are independent.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT
Executive Directors

Wong Chung Chong (“Mr. Wong”), aged 70, has been the Chairman and an Executive Director since 31 October 2014 and
19 November 1991 respectively. He is also the authorized representative and a member of the Nomination Committee of
the Company. Mr. Wong is the co-founder of the Group and has taken over the role as Chairman of the Company since 31
October 2014. He is responsible for managing the Board issue and supervising the management team in adherence to the
long term strategic development of the Group. He attains extensive experience and is very knowledgeable in the brassiere
manufacturing industry. He has over 50 years of experience in the brassiere trade. He is also a director of a number of
subsidiaries of the Company. Mr. Wong is the father of Mr. Wong Kai Chi, Kenneth and Mr. Wong Kai Chung, Kevin, both
are Executive Directors of the Company.

Wong Kai Chi, Kenneth (“Mr. Kenneth Wong”), aged 42, has been an Executive Director and the Managing Director of the
Company since 1 March 2011 and 22 May 2015 respectively. Mr. Kenneth Wong has been appointed as a member of the
Nomination Committee of the Company since 19 February 2016. He joined the Group in 1997 and is a director of Top
Form Brassiere Mfg. Co., Limited, a principal wholly owned subsidiary of the Company and various subsidiaries of the
Company. Mr. Kenneth Wong is responsible for the Group’s business development and marketing functions. He is currently
the Chairman of Hong Kong Intimate Apparel Industries’ Association. He holds a Bachelor degree in Marketing and
Operations Management from School of Management, Boston University in the United States of America and a Master
degree in International Business from Asian Institute of Technology in Thailand. He has been awarded the Young Industrialist
Awards of Hong Kong 2015 by the Federation of Hong Kong Industries. Mr. Kenneth Wong is the son of Mr. Wong and the
elder brother of Mr. Wong Kai Chung, Kevin.

Wong Kai Chung, Kevin (“Mr. Kevin Wong”), aged 40, has been an Executive Director and the Vice Chairman of the
Company since 1 March 2011 and 22 May 2015 respectively. He is also the authorized representative of the Company. Mr.
Kevin Wong has been appointed as an alternate Nomination Committee member to Mr. Kenneth Wong since 19 February
2016. Mr. Kevin Wong joined the Group in 2001. He is a director of Top Form Brassiere Mfg. Co., Limited and various
subsidiaries of the Company. Mr. Kevin Wong is responsible for the Group’s overall corporate function and operations. He
has over 17 years of experience in business development and organisation. Mr. Kevin Wong graduated from Colby College,
the United States of America majoring in Economics and International Studies in 1998. He was awarded a Master of
Business Administration degree issued jointly by the Kellogg School of Management at Northwestern University and the
Hong Kong University of Science and Technology in 2016. He is the holder of the Chartered Financial Analyst designation.
Mr. Kevin Wong is the son of Mr. Wong and the younger brother of Mr. Kenneth Wong.
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Non-executive Directors

Fung Wai Yiu (“Mr. Fung”), aged 68, is a Non-executive Director and a member of the Nomination Committee of the
Company. Since 1998 and prior to his re-designation as a Non-executive Director of the Company on 31 October 2014, Mr.
Fung served as the Chairman and an Executive Director of the Company and was responsible for the Group’s business
strategy and development. Mr. Fung has over 49 years of experience in the apparel industry.

Lucas A.M. Laureys (“Mr. Laureys”), aged 71, has been a Non-executive Director of the Company since September 2002.
He has been re-designated as a non-executive director of Van de Velde N. V. since 1 January 2016, the shares of which are
listed on the NYSE Euronext Brussels stock exchange. Mr. Laureys has over 44 years of experience in the brassiere trade and
specialises in marketing. Mr. Laureys holds a degree in Economics from the University of Ghent, a Master Degree in
Marketing from the University of Leuven and a Master Degree in Business Administration from the University of Ghent
Vlerick Business School. Mr. Laureys is a director of Lucas Laureys N. V.. He was formerly a board member of Delta Lloyd
Bank N. V and the Chairman of the Board of Omega Pharma (a company previously listed on Euronext).

Herman Van de Velde (“Mr. Van de Velde”), aged 62, has been a Non-executive Director of the Company since September
2002. He also serves as a member of the Compensation Committee and the Nomination Committee of the Company. He
has been appointed as the Chairman of the board of Van de Velde N. V. since 1 January 2016 and remains a non-executive
director of Van de Velde N. V., the shares of which are listed on the NYSE Euronext Brussels stock exchange. He is also an
independent director of Lotus Bakeries N. V., a Belgian listed company and Brabantia, a Dutch family owned company. He
also holds several mandates in non-profit organisations. Mr. Van de Velde joined the brassiere industry in 1981 and is well
versed in operating the brassiere business in Europe.
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Independent Non-executive Directors

Marvin Bienenfeld (“Mr. Bienenfeld”), aged 84, was appointed as a Non-executive Director of the Company in August
1998 and then re-designated as an Independent Non-executive Director of the Company in September 2004. Mr. Bienenfeld
also serves as the Chairman of the Compensation Committee and a member of the Audit Committee and the Nomination
Committee of the Company. He was formerly the Chairman of Bestform Inc. and has over 55 years of experience in the
ladies’ intimate apparel industry in the United States of America.

Chow Yu Chun, Alexander (“Mr. Chow”), aged 69, has been an Independent Non-executive Director of the Company since
February 1993. He also serves as a member of the Audit Committee. He is a member of the Nomination Committee and has
been appointed as the Chairman of the Nomination Committee of the Company on 27 August 2015. Mr. Chow is a Certified
Public Accountant of the Hong Kong Institute of Certified Public Accountants. He has over 37 years of experience in
commercial, financial and investment management in Hong Kong and Mainland China. Mr. Chow is currently an
independent non-executive director of Symphony Holdings Limited, Playmates Toys Limited and China Strategic Holdings
Limited, all companies are listed on the Hong Kong Stock Exchange. Mr. Chow has been appointed as the independent non-
executive director of Aquis Entertainment Limited on 7 September 2015, the shares of which are listed on the Australian
Securities Exchange.

Leung Churk Yin, Jeanny (“Ms. Leung”), aged 51, has been an Independent Non-executive Director of the Company since
September 2008. Prior to this, she had been an Executive Director of the Company since February 1998 and re-designated
as a Non-executive Director in April 1999. She also serves as a member of the Audit Committee, the Compensation
Committee and the Nomination Committee of the Company. Ms. Leung is a seasoned investment banker with over 29 years
of corporate finance experience in Hong Kong, Mainland China and Taiwan.

Leung Ying Wah, Lambert (“Mr. Leung”), aged 69, has been an Independent Non-executive Director of the Company since
May 2006. He is the Chairman of the Audit Committee and a member of the Compensation Committee and the Nomination
Committee. Mr. Leung is the Chief Executive Officer of a leading construction materials company. He is a fellow member of
the Association of Chartered Certified Accountants, Hong Kong Institute of Certified Public Accountants and the Institute of
Quarrying (UK). Mr. Leung is currently the Chairman of the Hong Kong Construction Materials Association and the Hong
Kong Cement Traders and Producers Association.

Lin Sun Mo, Willy (“Mr. Lin”), SBS, MBE, JP, aged 57, has been an Independent Non-executive Director of the Company
since May 2006. Mr. Lin also serves as member of both Audit Committee and Nomination Committee of the Company. He
holds a Bachelor of Science degree from Babson College in the United States of America and is the Managing Director of
Milo’s Knitwear (International) Limited. Mr. Lin is the Chairman of The Hong Kong Shippers’ Council, Deputy Chairman of
Federation of Hong Kong Industries, Honorary Chairman of Textile Council of Hong Kong, the Honorary Trade Advisor of
Ministry of Commerce of Thailand and Honorary Consul of the Slovak Republic for HKSAR and Macao SAR.
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Senior Management

Chan Man Ying, aged 41, is the Chief Financial Officer of the Group and the Company Secretary of the Company. She is a
fellow member of the Association of Chartered Certified Accountants and Hong Kong Institute of Certified Public
Accountants. She joined the Group in 2004 and has many years of professional experience in accounting, auditing and
financial management areas.

Michael Allen Lurer, aged 41, has been promoted as the director of manufacturing of Top Form Brassiere Mfg. Co., Limited
since 1 March 2016. He oversees all production operations in Top Form Brassiere Mfg. Co., Limited. He joined the Group in
1997 and has over 19 years of experience in intimate apparel manufacturing. He holds a Bachelor degree in International
Trade and Foreign Business from Dalian University, the People’s Republic of China.

Wan Ho Yau, David, aged 58, is a director of Grand Gain Industrial Limited, a subsidiary of the Company, producing foam
pads and accessories for brassiere manufacturing. He joined the Group in 1994. He holds degrees in Computer Science and

Business Administration from York University, Toronto, Canada.

Wong Chor Wai, aged 48, joined the Group in 1989 and is a director of Top Form Brassiere Mfg. Co., Limited. He holds a
Bachelor degree in Science from The University of Hong Kong.
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CONNECTED TRANSACTIONS

The Group has been for the past 34 years conducting transactions with Van de Velde N. V. (“VdV”) by supplying ladies’
intimate apparel to VdV. VdV is a connected person of the Company by virtue of it being a substantial shareholder of the
Company holding approximately 25.66% of the issued share capital of the Company. Mr. Lucas A.M. Laureys and Mr.
Herman Van de Velde, the non-executive director and the Chairman of VdV respectively, are Non-executive Directors of
the Company. Mr. Herman Van de Velde and the two daughters of Mr. Lucas A.M. Laureys (associates of Mr. Lucas A.M.
Laureys under Chapter 14A of the Listing Rules of the Hong Kong Stock Exchange) hold an indirect equity interest of 56.26%
in VdV via a jointly controlled corporation and therefore they are deemed to be connected persons of the Company. All
transactions between VdV and the Group would constitute continuing connected transactions (“Continuing Connected
Transactions”) pursuant to the Listing Rules of the Hong Kong Stock Exchange. Accordingly, a master agreement dated 18
September 2005 (the “Master Agreement”) had been entered into between VdV and the Company to govern the Continuing
Connected Transactions and to set annual caps for the Continuing Connected Transactions in respect of the three financial
years ended 30 June 2008.

The Master Agreement had been renewed by entering into (i) the Tst renewal agreement dated 12 June 2008 between VdV
and the Company for a terms of three years ended 30 June 2011; (ii) the 2nd renewal agreement dated 1 April 2011 between
VdV and the Company for a terms of three years ended 30 June 2014; and (iii) the 3rd renewal agreement dated 9 April
2014 (“the 3rd Renewal Agreement”) between VdV and the Company for a terms of three years ending 30 June 2017.

Announcements dated 9 April 2014 and 30 April 2014 and a circular dated 2 May 2014 regarding the renewal of the
Continuing Connected Transactions contemplated under the 3rd Renewal Agreement and the relevant annual caps set for
the three financial years ending 30 June 2017 of HK$140 million, HK$170 million and HK$200 million respectively had
been published and despatched to Shareholders and an approval had been obtained from Independent Shareholders of the
Company on 22 May 2014.

Details of the Continuing Connected Transactions conducted during the year under review were set out below:

vdv Sale of ladies’ intimate apparel by the Group to VdV 99,534 170,000

Pursuant to Rule 14A.55 of the Listing Rules of the Hong Kong Stock Exchange, the Independent Non-executive Directors of
the Company have conducted an annual review and confirmed to the Board that during the year the Continuing Connected
Transactions have been entered into:

1. in the ordinary and usual course of business of the Group;
2. on normal commercial terms; and

3. in accordance with the agreement governing such transactions on terms that are fair and reasonable and in the
interests of the Shareholders of the Company as a whole.

The Company’s auditor was engaged to report on the Group’s continuing connected transactions in accordance with Hong
Kong Standard on Assurance Engagement 3000 (Revised) “Assurance Engagements Other Than Audits or Reviews of
Historical Financial Information” and with reference to Practices Note 740 “Auditor’s Letter on Continuing Connected
Transactions under the Hong Kong Listing Rules” issued by the Hong Kong Institute of Certified Public Accountants. The
auditor has issued his unqualified letter containing his findings and conclusions in respect of the continuing connected
transactions set out above 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 Hong Kong Stock Exchange.
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DIRECTORS’ INTERESTS IN TRANSACTIONS, ARRANGEMENT OR CONTRACTS

Other than the Continuing Connected Transactions as disclosed under the section headed “Connected Transactions” above,
there were no contracts of significance to which the Company or any of its subsidiaries was a party and in which any one of
the Directors of the Company had a material interest, whether directly or indirectly, subsisting at the end of the year or at
any time during the year.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

During the year, the following Directors were considered to have interests in the following business, which competes or is
likely to compete, either directly or indirectly, with the business of the Group as required to be disclosed pursuant to Rule
8.10 of the Listing Rules:

Mr. Lucas A.M. Laureys is the non-executive director of VdV whose principal business activity is the manufacture and
marketing of luxury lingerie. The Board considers that the business of VdV may indirectly compete with the business of the
Group.

Mr. Herman Van de Velde, the Chairman of the board of VdV and non-executive director of VdV, has an indirect interest in
Van de Velde Holding N. V. which held a direct interest of 56.26% in VdV whose principal business activity is the
manufacture and marketing of luxury lingerie. The Board considers the business of VdV may indirectly compete with the
business of the Group.

Save as disclosed above, none of the Directors during the year has any interest in businesses which compete or may
compete with the business of the Group, or have or may have any other conflicts of interest with the Group.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

No rights to acquire benefits by means of the acquisition of Shares in or debentures of the Company were granted to any
Director or their respective spouse or children under 18 years of age, nor were any such rights exercised by them, nor was
the Company or any of its subsidiaries a party to any arrangement to enable the Directors, or their respective spouse or
children under 18 years of age, to acquire such rights in any other body corporate during the year under review.

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 year under review.

PERMITTED INDEMNITY PROVISIONS
Pursuant to the Bye-laws of the Company, the Directors of the Company shall be indemnified and secured harmless out of
the assets and profits of the Company from and against all actions, costs, charges, losses, damages and expenses which they

or any of them may incur about the execution of their duty, or supposed duty, in their respective offices.

Throughout the year, the Company has maintained directors’ and officers’ liability insurance, which provides cover for the
Directors of the Company and its subsidiaries.
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SHARE OPTIONS

Particulars of the Company’s share option scheme are set out in note 26 to the consolidated financial statements.

DIRECTORS’ OR CHIEF EXECUTIVES’ INTERESTS

As at 30 June 2016, the interests and short positions of the Directors or the chief executives of the Company in the shares,
underlying shares and debentures of the Company or its associated corporations within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO”), which were notified to the Company and the Hong Kong Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions which they have taken or
deemed to have under such provisions of the SFO), or which were required to be entered in the register maintained by the
Company pursuant to Section 352 of the SFO, or as otherwise notified to the Company and the Hong Kong Stock Exchange
pursuant to the Model Code, were as follows:

Long positions:

Ordinary shares of HK$0.50 each of the Company

Wong Chung Chong Beneficial owner and interests held by spouse and 60,826,823 28.29%
trust and persons acting in concert (note 1)

Wong Kai Chi, Kenneth Beneficiary of trust and persons acting in 60,626,823 28.19%
concert (note 2)

Wong Kai Chung, Kevin Beneficiary of trust and interests held by a 60,626,823 28.19%

controlled corporation and persons acting
in concert (note 3)

Marvin Bienenfeld Beneficial owner 170,000 0.08%
Chow Yu Chun, Alexander Beneficial owner 680,104 0.32%
Fung Wai Yiu Beneficial owner and interests held by spouse (note 4) 8,705,704 4.05%
Leung Churk Yin, Jeanny Beneficial owner 14,104 0.01%
Leung Ying Wah, Lambert Beneficial owner 80,000 0.04%
Herman Van de Velde Interests held by a controlled corporation (note 5) 55,184,708 25.66%

Notes:

1. 4,288,504 shares were beneficially owned by Mr. Wong Chung Chong (“Mr. Wong”) whereas 220,000 shares were held by the spouse of Mr. Wong

and 52,318,319 shares were registered in the name of High Union Holdings Inc., the shares of which were held by Safeguard Trustee Limited, a trustee
of a family trust of which Mr. Wong is the settlor and the family members of Mr. Wong were eligible beneficiaries. 4,000,000 shares were registered in
the name of Triple Gains Ventures Limited (“TGV”), 98% equity interest of which was held by Mr. Wong Kai Chung, Kevin (“Mr. Kevin Wong”), and
deemed to be interested by Mr. Wong who was a party to certain agreements to which sections 317(1)(a) and/or (b) of the SFO (Cap. 571) apply.

2. 52,318,319 shares were registered in the name of High Union Holdings Inc., the shares of which were held by Safeguard Trustee Limited, a trustee of a
family trust of which Mr. Wong Kai Chi, Kenneth (“Mr. Kenneth Wong”) was eligible beneficiary whereas 8,308,504 shares were deemed to be
interested by Mr. Kenneth Wong who was a party to certain agreements to which sections 317(1)(a) and/or (b) of the SFO (Cap. 571) apply.

3. 52,318,319 shares were registered in the name of High Union Holdings Inc., the shares of which were held by Safeguard Trustee Limited, a trustee of a
family trust of which Mr. Kevin Wong was eligible beneficiary whereas 4,000,000 shares were held by TGV, 98% equity interest of which was held by
Mr. Kevin Wong, and 4,308,504 shares were deemed to be interested by Mr. Kevin Wong who was a party to certain agreements to which sections
317(1)(a) and/or (b) of the SFO (Cap. 571) apply.

4. 4,618,504 shares were beneficially owned by Mr. Fung Wai Yiu (“Mr. Fung”) whereas 4,087,200 shares were held by the spouse of Mr. Fung.

5. 55,184,708 shares were held by VdV. Mr. Herman Van de Velde held an indirect equity interest in Van de Velde Holding N. V. which in turn directly
held 56.26% of the equity interest of VdV.

Certain nominee shares in the Company’s subsidiaries were held by Mr. Wong in trust for the Company’s subsidiaries as at
30 June 2076.

Save as disclosed above, none of the Directors nor his/her associates had any interests or short positions in any shares,
underlying shares or debentures of the Company or any of its associated corporations.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at 30 June 2016, the register of substantial shareholders maintained by the Company pursuant to Section 336 of the SFO
and as far as was known to the Directors of the Company, persons (other than the Directors) who had interests or short
positions in the shares or underlying shares of the Company which would fall to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO were as follows:

Long positions:

Ordinary shares of HK$0.50 each of the Company

High Union Holdings Inc. Beneficial owner and persons acting in 60,626,823 28.19%
concert (note 1)
TGV Beneficial owner and persons acting in 60,626,823 28.19%
concert (note 2)
Vdv Beneficial owner 55,184,708 25.66%
David Michael Webb Beneficial owner and interests held by a 10,772,000 5%
controlled corporation (note 3)
Notes:
1. 52,318,319 shares were beneficially owned by High Union Holdings Inc. whereas 8,308,504 shares were deemed to be interested by High Union

Holdings Inc. which was a party to certain agreements to which sections 317(1)(a) and/or (b) of the SFO (Cap. 571) apply.

2. 4,000,000 shares were beneficially owned by TGV whereas 56,626,823 shares were deemed to be interested by TGV which was a party to certain
agreements to which sections 317(1)(a) and/or (b) of the SFO (Cap. 571) apply.

3. 3,562,200 shares were beneficially owned by Mr. David Michael Webb and 7,209,800 shares were held by Preferable Situation Assets Limited, the
shares of which were held by Mr. David Michael Webb.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the Company’s shares during the
year ended 30 June 2016.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s Bye-laws although there are no restrictions against such
rights under the laws in Bermuda which would oblige the Company to offer new shares on a pro-rata basis to existing
Shareholders.
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DIRECTORS’ REPORT

MAJOR CUSTOMERS AND SUPPLIERS

The respective percentages of the Group’s purchases from major suppliers and revenue attributable to major customers for
the year ended 30 June 2016, were as follows:

—  Percentage of purchases attributable to the Group’s largest supplier 12%
—  Percentage of purchases attributable to the Group’s five largest suppliers 37%
—  Percentage of revenue attributable to the Group’s largest customer 44%
—  Percentage of revenue attributable to the Group’s five largest customers 82%

During the year, Mr. Herman Van de Velde, a Non-executive Director of the Company, has a beneficial interest in VdV,
which is one of the Group’s five largest customers.

All transactions between the Group and the customers concerned were carried out on normal commercial terms.

CHARITABLE DONATION

During the year, the Group made charitable donations amounting to HK$101,000 (2015: HK$32,000).

EMOLUMENT POLICY

As at 30 June 2016, the Group had employed approximately 7,825 employees (30 June 2015: approximately 8,090
employees).

The remuneration policy and package of the Group’s employees are structured with reference to the prevailing market
conditions and statutory requirements as appropriate. The Group also provides other staff benefits such as medical
insurance, mandatory provident fund contributions and a share option scheme to its employees.

Details of remuneration of Directors on an individual basis are disclosed in this report. A significant proportion of the
compensation of the Executive Directors is based on individual performance and the financial performance of the Group.
The compensation policy for Non-executive Directors is designed to ensure that they are sufficiently but not excessively
compensated for their efforts and time dedicated to the Group.

The Group established a Compensation Committee in 2001 and its functions and duties are, inter alia, to review and

recommend to the Board the overall remuneration policy of the Group as well as the remuneration packages for Executive
Directors.

RETIREMENT BENEFIT SCHEMES

Information on the Group’s retirement benefit schemes is set out in note 22 to the consolidated financial statements.
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DIRECTORS” REPORT

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and within the knowledge of the Directors, the Company
has maintained sufficient public float throughout the year ended 30 June 2016 as required under the Listing Rules of the
Hong Kong Stock Exchange.

CORPORATE GOVERNANCE

The Company is committed to maintaining high standards of corporate governance principles and practices and has
throughout the year, except for the deviations stated and explained in the Corporate Governance Report set out on pages 7
to 36 of this report, complied with the code provisions as set out in the Corporate Governance Code, Appendix 14 to the
Listing Rules of the Hong Kong Stock Exchange.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix 10 to the Listing Rules of the Hong Kong Stock Exchange
as its own code for dealing in securities of the Company by the Directors. Based on specific enquiry made with all Directors,
the Company considers that the Directors complied with the required standard as set out in the Model Code throughout the
period under review.

Employees who are likely to be in possession of inside information of the Company are also subject to compliance with
guidelines on no less exacting terms than the Model Code.

AUDIT COMMITTEE

The Audit Committee, together with the management and the Company’s external auditors, have reviewed the accounting
principles and practices adopted by the Group and discussed internal controls and financial reporting matters, and reviewed
the financial results for the year ended 30 June 2016.

AUDITORS

KPMG were first appointed as auditors of the Company in 2013 upon the retirement of Messrs. Deloitte Touche Tohmatsu.

The consolidated financial statements for the year ended 30 June 2016 have been audited by Messrs. KPMG who will retire
and offer themselves for re-appointment at the forthcoming AGM. A resolution for the re-appointment of Messrs. KPMG as
the Company’s auditors will be proposed at the forthcoming AGM of the Company.

On behalf of the Board

Wong Chung Chong
Chairman

Hong Kong

26 August 2016
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INDEPENDENT AUDITOR’S REPORT

e

To the shareholders of Top Form International Limited
(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Top Form International Limited (the “Company”) and its
subsidiaries (together “the Group”) set out on pages 53 to 111, which comprise the consolidated statement of financial
position as at 30 June 2016, the consolidated statement of profit or loss, the consolidated statement of profit or loss and
other comprehensive income, the consolidated statement of changes in equity and the consolidated cash flow statement for
the year then ended and a summary of significant accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. This report is
made solely to you, as a body, in accordance with Section 90 of the Bermuda Companies Act 1981, and for no other
purpose. We do not assume responsibility towards or accept liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants. Those standards require that we comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

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

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

OPINION

In our opinion, the consolidated financial statements give a true and fair view of the financial position of the Group as at 30
June 2016 and of the Group’s financial performance and cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards and have been properly prepared in compliance with the disclosure requirements of the Hong
Kong Companies Ordinance.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

26 August 2016
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

For the year ended 30 June 2016
(Expressed in Hong Kong dollars)

Revenue 5 1,179,025 1,170,468
Cost of sales (968,424) (951,316)
Gross profit 210,601 219,152
Other income 21,917 15,120
Selling and distribution expenses (24,270) (25,196)
General and administrative expenses (173,125) (166,629)
Finance costs 6 (233) (320)
Share of profits of a joint venture 5,054 -
Profit before tax 7 39,944 42,127
Income tax expense 9 (5,660) (6,219)
Profit for the year 34,284 35,908

Profit for the year attributable to:

Owners of the Company 32,298 34,178

Non-controlling interests 1,986 1,730
34,284 35,908

Earnings per share 1

Basic HK$0.15 HK$0.16

The notes on pages 60 to 111 form part of these financial statements. Details of dividends payable to equity shareholders of
the Company attributable to the profit for the year are set out in note 10.
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

AND OTHER COMPREHENSIVE INCOME

For the year ended 30 June 2016
(Expressed in Hong Kong dollars)

Profit for the year 34,284 35,908
Other comprehensive income
Items that will not be subsequently reclassified to profit or loss:
Remeasurement of provision for long service payments 22 (64) (121)
(64) (1271)
Items that may be subsequently reclassified to profit or loss:
Exchange differences arising on translation of
operations outside Hong Kong
— subsidiaries (7,130) (218)
— ajoint venture 429) -
Reclassification of translation reserve upon loss of control in subsidiaries (4,260) -
Other comprehensive income for the year, net of income tax (11,883) (339)
Total comprehensive income for the year 22,401 35,569
Total comprehensive income attributable to:
Owners of the Company 20,696 33,827
Non-controlling interests 1,705 1,742
22,401 35,569

The notes on pages 60 to 111 form part of these financial statements.
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

At 30 June 2016
(Expressed in Hong Kong dollars)

Non-current assets

Property, plant and equipment 12 96,748 117,786
Prepaid land lease payments 13 1,527 1,575
Investment properties 14 100,991 104,725
Derivative financial instrument 19 3,639 -
Interest in a joint venture 15 17,580 -
Prepaid rental payments 16 1,335 1,883

221,820 225,969

Current assets

Inventories 17 135,293 189,494
Debtors and other receivables 18 192,245 174,671
Bills receivable 19 - 2,752
Amount due from a joint venture 11 -
Prepaid land lease payments 13 48 48
Current tax recoverable - 10
Bank balances and cash 19 166,680 169,215

494,277 536,190

Current liabilities

Creditors and accrued charges 20 117,460 150,687
Obligation under finance lease 21 139 -
Current tax payable 4,638 5,686

122,237 156,373
Net current assets 372,040 379,817
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

At 30 June 2016
(Expressed in Hong Kong dollars)

Total assets less current liabilities 593,860 605,786

Non-current liabilities

Obligation under finance lease 21 338 -
Retirement benefit obligations 22 1,253 1,460
Deferred tax liabilities 23 23,436 25,353
25,027 26,813

568,833 578,973

CAPITAL AND RESERVES

Share capital 25 107,519 107,519
Reserves 450,199 451,007
Equity attributable to owners of the Company 557,718 558,526
Non-controlling interests 11,115 20,447

568,833 578,973

Approved and authorised for issue by the board of directors on 26 August 2016

Wong Chung Chong Wong Kai Chi, Kenneth
Chairman Managing Director

The notes on pages 60 to 111 form part of these financial statements.
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY SN

For the year ended 30 June 2016
(Expressed in Hong Kong dollars)

At1July 2014 107,519 1,499 233 7,139 72,499 12,535 355,531 556,955 20,705 577,660

Exchange differences arising on
translation of operations outside

Hong Kong - - - - - (230 - (230) 12 (218)
Remeasurement of provision for

Iong service payments - - - - - - (121) (121) - (121)
Profit for the year - - - - - - 34,178 34,178 1,730 35,908
Total comprehensive income for the year - - - - - (230) 34,057 33,827 1,742 35,569
Dividends approved in respect

of the previous year 10 - - - - - - (21,504) (21,504) - (21,504)
Dividends declared in respect

of the current year 10 - - - - - - (10,752) (10,752) - (10,752)
Dividends declared to

non-controlling interests - - - - - - - - (2,000) (2,000
At 30 June 2015 and 1 July 2015 107,519 1,499 233 7,139 72,499 12,305 357,332 558,526 20,447 578,973

Exchange differences arising on
translation of operations outside
Hong Kong (including subsidiaries
and joint venture)

Reclassification of translation reserve
upon loss of control in subsidiaries

Remeasurement of provision for
long service payments

Profit for the year

Total comprehensive income for the year

Derecognition of non-controlling interest
upon loss of control in subsidiaries
Dividends approved in respect

of the previous year 10
Dividends declared in respect

of the current year 10
Dividends declared to

non-controlling interests

At 30 June 2016

Note: Special reserve represents the difference between the nominal amount of the share capital issued by the Company and the aggregate of the nominal
amount of share capital of the companies forming the Group, pursuant to the group reorganisation in 1991.

The notes on pages 60 to 111 form part of these financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 30 June 2016
(Expressed in Hong Kong dollars)

Operating activities
Profit before tax 39,944 42,127

Adjustments for:

Reversal of over-provision for long service payments (73) (122)
Increase in fair value of investment properties (1,786) (3,100)
Allowance for obsolete inventories 5,776 8,691
Interest income (1,589) (2,473)
Finance costs 233 320
Depreciation of property, plant and equipment 21,120 24,057
Release of prepaid land lease payments 48 48
Fair value gain on derivative financial instrument (3,639) -
Share of profits of a joint venture (5,054) -
Gain on deemed disposal upon loss of control in subsidiaries (4,260) -
(Gain)/loss on disposal of property, plant and equipment (126) 68
Operating cash flows before movements in working capital 50,594 69,616
Decrease in prepaid rental payments 480 1,082
Decrease/(increase) in inventories 42,087 (20,834)
(Increase)/decrease in debtors and other receivables (21,092) 14,769
Decrease in bills receivable 2,752 230
(Decrease)/increase in creditors and accrued charges (24,331) 26,341
Benefits paid for long service payments (198) (115)
Decrease in amount due to a joint venture (1,934) -
Cash generated from operations 48,358 91,089
Hong Kong Profits Tax paid (6,334) (32)
Taxation paid in other jurisdictions (902) (916)
Net cash generated from operating activities 41,122 90,141
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 30 June 2016
(Expressed in Hong Kong dollars)

Investing activities

Net cash outflow upon loss of control in subsidiaries (7,609) -
Purchase of property, plant and equipment (13,394) (17,884)
Interest income 1,589 2,473
Proceeds from disposal of property, plant and equipment 177 148
Net cash used in investing activities (19,237) (15,263)

Financing activities

Capital element of finance lease rentals paid 81) -
Interest element of finance lease rentals paid (5) -
Interest paid (228) (320)
Dividends paid (21,504) (32,256)
Dividends paid to non-controlling interests (2,400) (2,000)
Net cash used in financing activities (24,218) (34,576)
Net (decrease)/increase in cash and cash equivalents (2,333) 40,302
Cash and cash equivalents at beginning of the year 169,215 129,160
Effect of foreign exchange rate changes (202) (247)
Cash and cash equivalents at end of the year 166,630 169,215

Analysis of the balances of cash and cash equivalents

Bank balances and cash 166,680 169,215

The notes on pages 60 to 111 form part of these financial statements.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

60

GENERAL

The Company is incorporated in Bermuda as an exempted company with limited liability and its shares are listed on
The Stock Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange”). The addresses of the registered office
and principal place of business of the Company are disclosed in the section of corporate information of the annual
report.

The Company is an investment holding company. Its principal subsidiaries are engaged in the design, manufacture
and distribution of ladies” intimate apparel, principally brassieres.

The consolidated financial statements are presented in Hong Kong dollars (“HK$”), which is different from the
functional currency of the Company, being United States dollars (“USD”). As the Company is a public company with
shares listed on the Hong Kong Stock Exchange and most of its investors are located in Hong Kong, the directors
consider that HK$ is preferable in presenting the operating result and financial position of the Group.

BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements for the year ended 30 June 2016 comprise the Company and its subsidiaries
(together referred to as the “Group”).

These financial statements have been prepared in accordance with all applicable Hong Kong Financial Reporting
Standards (“HKFRSs”), which collective term includes all applicable individual Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards (“HKASs”) and Interpretations issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) and accounting principles generally accepted in Hong Kong. These financial
statements also comply with the applicable disclosure requirements of the Hong Kong Companies Ordinance. These
financial statements also comply with the applicable disclosure provisions of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”). A summary of the significant accounting
policies adopted by the Group is set out below.

The consolidated financial statements have been prepared on the historical cost basis except for derivative financial
instruments and certain properties that are measured at fair values, as explained in the accounting policies set out
below. Historical cost is generally based on the fair value of the consideration given in exchange for goods.

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

revision and future periods if the revision affects both current and future periods.

Judgements made by management in the application of HKFRSs that have significant effect on the financial statements
and major sources of estimation uncertainty are discussed in note 4.

The principal accounting policies are set out below.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

2

BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES - continued

(@)

(b)

Subsidiaries and non-controlling interests

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

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

Non-controlling interests represent the equity in a subsidiary not attributable directly or indirectly to the
Company, and in respect of which the Group has not agreed any additional terms with the holders of those
interests which would result in the Group as a whole having a contractual obligation in respect of those interests
that meets the definition of a financial liability.

Non-controlling interests are presented in the consolidated statement of financial position within equity,
separately from equity attributable to the equity shareholders of the Company. Non-controlling interests in the
results of the Group are presented on the face of the consolidated statement of profit or loss and the consolidated
statement of profit or loss and other comprehensive income as an allocation of the total profit or loss and total
comprehensive income for the year between non-controlling interests and the equity shareholders of the
Company.

When the Group loses control of a subsidiary, it is accounted for as a disposal of the entire interest in that
subsidiary, with a resulting gain or loss being recognised in profit or loss. Any interest retained in that former
subsidiary at the date when control is lost is recognised at fair value and this amount is regarded as the fair value
on initial recognition of a financial asset or, when appropriate, the cost on initial recognition of an investment in
an associate or joint venture (see note 2(c)).

In the Company’s statement of financial position, an investment in a subsidiary is stated at cost less impairment
losses (see note 2(0)).

Allocation of total comprehensive income to non-controlling interests

Total comprehensive income of a subsidiary is attributed to the owners of the Company and to the non-
controlling interests even if this results in the non-controlling interests having a deficit balance.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

2

62

BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES - continued

(0

(d)

Joint ventures

A joint venture is an arrangement whereby the Group or Company and other parties contractually agree to share
control of the arrangement, and have rights to the net assets of the arrangement.

An investment in a joint venture is accounted for in the consolidated financial statements under the equity
method, unless it is classified as held for sale (or included in a disposal group that is classified as held for sale).
Under the equity method, the investment is initially recorded at cost, adjusted for any excess of the Group’s
share of the acquisition-date fair values of the investee’s identifiable net assets over the cost of the investment (if
any). Thereafter, the investment is adjusted for the post acquisition change in the Group’s share of the investee’s
net assets and any impairment loss relating to the investment. Any acquisition-date excess over cost, the Group's
share of the post-acquisition, post-tax results of the investees and any impairment losses for the year are
recognised in the consolidated statement of profit or loss, whereas the Group’s share of the post-acquisition post-
tax items of the investees’ other comprehensive income is recognised in the consolidated statement of profit or
loss and other comprehensive income.

When the Group’s share of losses exceeds its interest in the joint venture, the Group’s interest is reduced to nil
and recognition of further losses is discontinued except to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf of the investee. For this purpose, the Group’s interest is the
carrying amount of the investment under the equity method together with the Group’s long-term interests that in
substance form part of the Group’s net investment in the joint venture.

Unrealised profits and losses resulting from transactions between the Group and its joint venture are eliminated
to the extent of the Group’s interest in the investee, except where unrealised losses provide evidence of an
impairment of the asset transferred, in which case they are recognised immediately in profit or loss.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and represents amounts
receivable for goods sold in the normal course of business, net of discounts and sales related taxes.

Revenue from the sales of goods is recognised when the goods are delivered and titles have passed, at which
time all of the following conditions are satisfied:

—  the Group has transferred to the buyer the significant risks and rewards of ownership of the goods;

— the Group retains neither continuing managerial involvement to the degree usually associated with
ownership nor effective control over the goods sold;

— the amount of revenue can be measured reliably;

— itis probable that the economic benefits associated with the transaction will flow to the Group; and

—  the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Interest income from a financial asset is recognised when it is probable that the economic benefits will flow to
the Group and the amount of income can be measured reliably. Interest income is accrued on a time basis, by
reference to the principal outstanding and at the effective interest rate applicable, which is the rate that exactly

discounts the estimated future cash receipts through the expected life of the financial asset to that asset’s net
carrying amount on initial recognition.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

2

BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES - continued

(e)

®

Property, plant and equipment

Property, plant and equipment including leasehold land (classified as finance leases) and buildings held for use
in the production or supply of goods, or for administrative purposes, other than properties under construction,
are stated in the consolidated statement of financial position at cost less subsequent accumulated depreciation
and accumulated impairment losses, if any.

Depreciation is recognised so as to write off the cost of items of property, plant and equipment, other than
properties under construction less their residual values, over their estimated useful life, using the straight-line
method. The estimated useful lives, residual value and depreciation method are reviewed at the end of each
reporting period, with the effect of any changes in estimate accounted for on a prospective basis.

Properties in the course of construction for production, supply or administrative purposes are carried at cost, less
any recognised impairment loss. Costs include professional fees and, for qualifying assets, borrowing costs
capitalised in accordance with the Group’s accounting policy. Such properties are classified to the appropriate
category of property, plant and equipment when completed and ready for intended use. Depreciation of these
assets, on the same basis as other property assets, commences when the assets are ready for their intended use.

If an item of property, plant and equipment becomes an investment property because its use has changed as
evidenced by end of owner-occupation, any difference between the carrying amount and the fair value of that
item at the date of transfer is recognised in other comprehensive income and accumulated in the asset
revaluation reserve. On the subsequent sale or retirement of the asset, the relevant revaluation reserve will be
transferred directly to retained profits.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits
are expected to arise from the continued use of the asset. Any gain or loss arising on disposal or retirement of an
item of property, plant and equipment is determined as the difference between the sales proceeds and the
carrying amount of the asset and is recognised in the profit or loss.

Investment properties

Investment properties are properties held to earn rentals and/or for capital appreciation.

Investment properties are initially measured at cost, including any directly attributable expenditure. Subsequent
to initial recognition, investment properties are measured at their fair values. Gains or losses arising from
changes in the fair value of investment properties are included in profit or loss for the period in which they arise.
An investment property is derecognised upon disposal or when the investment property is permanently
withdrawn from use and no future economic benefits are expected from its disposals. Any gain or loss arising on

derecognition of the property (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) is included in the profit or loss in the period in which the item is derecognised.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

2

64

BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES - continued

(®

(h)

Inventories

Inventories are stated at the lower of cost and net realisable value. Costs of inventories are calculated using the
weighted average method and comprises all costs of purchase, costs of conversion and other costs incurred in
bringing the inventories to their present location and condition. Net realisable value represents the estimated
selling price for inventories less all estimated costs of completion and costs necessary to make the sale.

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

Leasing

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are classified as operating leases.

(i)  The Group as lessor

Rental income from operating leases is recognised in profit or loss on a straight-line basis over the term of
the relevant lease.

(ii) The Group as lessee
Operating lease payments are recognised as an expense on a straight-line basis over the lease term.

In the event that lease incentives are received to enter into operating leases, such incentives are recognised
as a liability. The aggregate benefit of incentives is recognised as a reduction of rental expense on a
straight-line basis.

Lease prepayments are recognised in the consolidated statement of financial position and the classification
is made according to their characteristics:

Leasehold land and building

When a lease includes both land and building elements, the Group assesses the classification of each
element as a finance or an operating lease separately based on the assessment as to whether substantially
all the risks and rewards incidental to ownership of each element have been transferred to the Group,
unless it is clear that both elements are operating leases in which case the entire lease is classified as
operating lease. Specifically, the minimum lease payments (including any lump-sum upfront payments) are
allocated between the land and the building elements in proportion to the relative fair values of the
leasehold interests in the land element and building element of the lease at the inception of the lease.

To the extent the allocation of the lease payments can be made reliably, interest in leasehold land that is
accounted for as an operating lease is presented as “prepaid land lease payments” in the consolidated
statement of financial position and is amortised over the lease term on a straight-line basis. When the lease
payments cannot be allocated reliably between the land and building elements, the entire lease is
generally classified as a finance lease and accounted for as “land and buildings” under property, plant and
equipment.
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FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

2

BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES - continued

(h)

0

()

Leasing - continued
(ii) The Group as lessee — continued
Other rental prepayments — continued

Other rental prepayments for operating leases are recognised at cost and amortised as an expense on a
straight-line basis over the lease term and are presented as “prepaid rental payments” in the consolidated
statement of financial position.

Foreign currencies

In preparing the financial statements of each individual group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are recorded in the respective functional currency (i.e. the
currency of the primary economic environment in which the entity operates) at the rates of exchange prevailing
on the dates of the transactions. At the end of the reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at that date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at the rates prevailing on the date when the fair value was
determined. Non-monetary items that are measured in terms of historical cost in a foreign currency are not
retranslated.

Exchange differences arising on the settlement of monetary items, and on the translation of monetary items, are
recognised in profit or loss in the period in which they arise. Exchange differences arising on the retranslation of
non-monetary items carried at fair value are included in profit or loss for the period.

For the purposes of presenting the consolidated financial statements, the assets and liabilities of the Group’s
foreign operations are translated into the presentation currency of the Group (i.e. Hong Kong dollars) using
exchange rate prevailing at the end of each reporting period. Income and expenses items are translated at the
average exchange rates for the year, unless exchange rates fluctuate significantly during the period, in which
case, the exchange rates prevailing at the dates of transactions are used. Exchange differences arising, if any, are
recognised in other comprehensive income and accumulated in equity under the heading of translation reserve
(attributed to non controlling interests as appropriate).

Borrowing costs

All borrowing costs for non-qualifying assets are recognised in profit or loss in the period in which they are
incurred.
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BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES - continued

(k)

U]

Retirement benefit costs

0]

(ii)

Short term employee benefits and contributions to defined contribution retirement plans

Salaries, annual bonuses, paid annual leaves, contributions to defined contribution retirement plans,
including the Mandatory Provident Fund Scheme is accrued in the year in which the associated services
are rendered by employees. Where payment or settlement is deferred and the effect would be material,
these amounts are stated at their present values.

Defined retirement benefit costs

The Group’s net obligation in respect of defined benefit retirement plans is calculated separately for each
plan by estimating the amount of future benefit that employees have earned in return for their service in
the current and prior periods; that benefit is discounted to determine the present value. The calculation is
performed by a qualified actuary using the projected unit credit method.

Service cost and interest expense on the defined benefit liability are recognised in profit or loss and
allocated by function. Current service cost is measured as the increase in the present value of the defined
benefit obligation resulting from employee service in the current period. When the benefits of a plan are
changed, or when a plan is curtailed, the portion of the changed benefit related to past service by
employees, or the gain or loss on curtailment, is recognised as an expense in profit or loss at the earlier of
when the plan amendment or curtailment occurs and when related restructuring costs or termination
benefits are recognised. Interest expense for the period is determined by applying the discount rate used to
measure the defined benefit obligation at the beginning of the reporting period to the defined benefit
liability. The discount rate is the yield at the end of the reporting period on high quality corporate bonds
that have maturity dates approximating the terms of the Group’s obligations.

Remeasurements arising from defined benefit retirement plans comprise actuarial gains and losses which
are recognised in other comprehensive income and reflected immediately in retained profits.

Termination benefits

Termination benefits are recognised at the earlier of when the Group can no longer withdraw the offer of those

benefits and when it recognises restructuring costs involving the payment of termination benefits.
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BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES - continued

(m) Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from “profit before tax” as
reported in the consolidated statement of profit or loss because it excludes items of income or expense that are
taxable or deductible in other years and it further excludes items that are permanently non-taxable or non-
deductible. The Group’s liability for current tax is calculated using tax rates that have been enacted or
substantively enacted by the end of the reporting period.

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding tax base used in the computation of taxable profit.
Deferred tax liabilities are generally recognised for all taxable temporary differences. Deferred tax assets are
generally recognised for all deductible temporary differences to the extent that it is probable that taxable profits
will be available against which those deductible temporary differences can be utilised. Such assets and liabilities
are not recognised if the temporary difference arises from the initial recognition of other assets and liabilities in a
transaction that affects neither the taxable profit nor the accounting profit.

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

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

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the reporting period, to recover or settle the carrying amount
of its assets and liabilities.

Current and deferred tax is recognised in profit or loss, except when they relate to items that are recognised in
other comprehensive income or directly in equity, in which case, the current and deferred tax are also
recognised in other comprehensive income or directly in equity respectively.

For the purposes of measuring deferred tax liabilities or deferred tax assets for investment properties that are
measured using the fair value model, the carrying amounts of such properties are presumed to be recovered
entirely through sale, unless the presumption is rebutted. The presumption is rebutted when the investment
property is depreciable and is held within a business model whose objective is to consume substantially all of
the economic benefits embodied in the investment property over time, rather than through sale. If the
presumption is rebutted, deferred tax liabilities and deferred tax assets for such investment properties are
measured in accordance with the above general principles based on the expected manner as to how the
properties will be recovered. The Group has rebutted the presumption for all its investment properties.
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BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES - continued

(n)

Financial instruments

Financial assets and financial liabilities are recognised in the consolidated statement of financial position when a
group entity becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and financial liabilities are added to or deducted from
the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition.

0]

Financial assets

The Group’s financial assets are classified as derivative financial instruments or loans and receivables. The
classification depends on the nature and purpose of the financial assets and is determined at the time of
initial recognition.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument and of
allocating interest income over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash receipts (including all fees and points paid or received that form an integral
part of the effective interest rate, transaction costs and other premiums or discounts) through the expected
life of the debt instrument, or, where appropriate, a shorter period to the net carrying amount on initial
recognition.

Interest income is recognised on an effective interest basis for debt instrument.
Derivative financial instruments

Derivative financial assets are recognised initially at fair value. At the end of each reporting period the fair
value is remeasured. The gain or loss on remeasurement to fair value is recognised immediately in profit or
loss.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. Subsequent to initial recognition, loans and receivables (including debtors,
bills receivable, other receivables, bank balances and cash) are measured at amortised cost using the
effective interest method, less any identified impairment losses (see accounting policy in respect of
impairment loss on financial assets below).
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BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES - continued

(n)

Financial instruments - continued

@

Financial assets — continued
Impairment of financial assets

Financial assets are assessed for objective evidence of impairment at the end of each reporting period.
Financial assets are considered to be impaired when there is objective evidence that, as a result of one or
more events that occurred after the initial recognition of the financial asset, the estimated future cash flows
of the financial assets have been affected.

Objective evidence of impairment could include:

— significant financial difficulty of the issuer or counterparty; or

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

— it becoming probable that the borrower will enter bankruptcy or financial reorganisation; or

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

For certain categories of financial asset, such as debtors, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on a collective basis. Objective evidence of
impairment for a portfolio of receivables could include the Group’s past experience of collecting payments,
an increase in the number of delayed payments in the portfolio past the average credit period of 30 days,
and observable changes in national or local economic conditions that correlate with default on
receivables.

For investments in joint ventures accounted for under the equity method in the consolidated financial
statements (see note 2(c)), the impairment loss is measured by comparing the recoverable amount of the
investment with its carrying amount in accordance with note 2(0). The impairment loss is reversed if there
has been a favourable change in the estimates used to determine the recoverable amount in accordance
with note 2(o).

For financial assets carried at amortised cost, the amount of the impairment loss recognised is the
difference between the asset’s carrying amount and the present value of the estimated future cash flows
discounted at the financial asset’s original effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets
with the exception of debtors, where the carrying amount is reduced through the use of an allowance
account. Changes in the carrying amount of the allowance account are recognised in profit or loss. When
a debtor is considered uncollectible, it is written off against the allowance account. Subsequent recoveries
of amounts previously written off are credited to profit or loss.

For financial assets measured at amortised cost, if, in a subsequent period, the amount of impairment loss
decreases and the decrease can be related objectively to an event occurring after the impairment losses
were recognised, the previously recognised impairment loss is reversed through profit or loss to the extent
that the carrying amount of the asset at the date the impairment is reversed does not exceed what the
amortised cost would have been had the impairment not been recognised.
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BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES - continued

(n)

Financial instruments - continued

(ii)

(iii)

Financial liabilities and equity instruments

Debt and equity instruments issued by a group entity are classified as either financial liabilities or as equity
in accordance with the substance of the contractual arrangements and the definitions of a financial liability
and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of the Group after
deducting all of its liabilities. Equity instruments issued by the Group are recognised at the proceeds
received, net of direct issue costs.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments (including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs and other premiums or discounts) through the
expected life of the financial liability, or, where appropriate, a shorter period, to the net carrying amount
on initial recognition.

Interest expense is recognised on an effective interest basis.
Financial liabilities

Financial liabilities (representing creditors) are subsequently measured at amortised cost, using the effective
interest method.

Derecognition

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset
expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership of
the asset to another entity.

On derecognition of a financial asset in its entirety, the difference between the asset’s carrying amount and
the sum of the consideration received and receivable and the cumulative gain or loss that had been
recognised in other comprehensive income and accumulated in equity is recognised in profit or loss.

The Group derecognises financial liabilities when, and only when, the Group’s obligations are discharged,
cancelled or expire. The difference between the carrying amount of the financial liability derecognised and
the consideration paid and payable is recognised in profit or loss.
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BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES - continued

(0)

(p)

Impairment of other assets

At the end of the reporting period, the Group reviews the carrying amounts of the following assets to determine
whether there is any indication that those assets have suffered an impairment loss:

—  property, plant and equipment;

—  pre-paid interests in leasehold land classified as being held under operating lease;
—  prepaid rental payments; and

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

If any such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of
the impairment loss, if any.

When it is not possible to estimate the recoverable amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which the asset belongs. When a reasonable and consistent
basis of allocation can be identified, corporate assets are also allocated to individual cash-generating units, or
otherwise they are allocated to the smallest group of cash-generating units for which a reasonable and consistent
allocation basis can be identified.

Recoverable amount is the higher of fair value less costs of disposal and value in use. In assessing value in use,
the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset for which the estimates
of future cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-generating unit) is estimated to be less than its carrying amount,
the carrying amount of the asset (or a cash-generating unit) is reduced to its recoverable amount. An impairment
loss is recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount under
another standard, in which case the impairment loss is treated as a revaluation decrease under that standard.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss been recognised for the
asset (or a cash generating unit) in prior years. A reversal of an impairment loss is recognised as income
immediately.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments that are readily convertible into known amounts of cash
and which are subject to an insignificant risk of changes in value, having been within three months of maturity
at acquisition. Bank overdrafts that are repayable on demand and form an integral part of the Group’s cash
management are also included as a component of cash and cash equivalents for the purpose of the consolidated
cash flow statement.
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BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES - continued

(q)

(r

Provisions and contingent liabilities
Provisions are recognised for liabilities of uncertain timing or amount when the Group or the Company has a
legal or constructive obligation arising as a result of a past event, it is probable that an outflow of economic
benefits will be required to settle the obligation and a reliable estimate can be made. Where the time value of
money is material, provisions are stated at the present value of the expenditure expected to settle the obligation.
Where it is not probable that an outflow of economic benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations, whose existence will only be confirmed by the occurrence or
non-occurrence of one or more future events are also disclosed as contingent liabilities unless the probability of
outflow of economic benefits is remote.
Related parties
(@) A person, or a close member of that person’s family, is related to the Group if that person:

(i) has control or joint control over the Group;

(i) has significant influence over the Group; or

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

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

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

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

(iii)  Both entities are joint ventures of the same third party.
(iv)  One entity is a joint venture of a third entity and the other entity is an associate of the third entity.

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

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

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

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

Close members of the family of a person are those family members who may be expected to influence, or be
influenced by, that person in their dealings with the entity.
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2 BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES - continued
(s) Segment reporting

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

Individually material operating segments are not aggregated for financial reporting purposes unless the segments
have similar economic characteristics and are similar in respect of the nature of products and services, the nature
of production processes, the type or class of customers, the methods used to distribute the products or provide

the services, and the nature of the regulatory environment. Operating segments which are not individually
material may be aggregated if they share a majority of these criteria.

3 CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued the following amendments to HKFRSs that are first effective for the current accounting period
of the Group:

— Amendments to HKAS 19, Employee benefits: Defined benefit plans: Employee contributions

—  Annual Improvements to HKFRSs 2010-2012 Cycle

—  Annual Improvements to HKFRSs 2011-2013 Cycle

None of these developments has had a material effect on how the Group's results and financial position for the current

or prior periods have been prepared or presented. The Group has not applied any new standard or interpretation that
is not yet effective for the current accounting period.
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KEY SOURCES OF ESTIMATION UNCERTAINTY

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

(@)

(b)

(0

Allowance of inventories

The Group makes allowance for inventories based on an assessment of the net realisable value of inventories.
Allowances are applied to inventories where events or changes in circumstances indicate that the net realisable
value is lower than the cost of inventories or that the inventories have no further use. The Group has a
concentration of risk with the top five customers domiciled in the United States of America (“USA”), Europe and
New Zealand comprising 82% (2015: 79%) of the Group's total revenue. Any further adverse changes in the
economic environment of the USA, Europe and New Zealand may impact demand for the Group’s products and
the net realisable value of the inventory. The allowance also depends on management’s assessment of the
condition and usefulness of the inventories. Where the expectation of the net realisable value or use of
inventories is different from the original estimate, such difference will impact the carrying value of inventories
and the allowance of inventories in the consolidated statement of profit or loss. The Group’s carrying amount of
inventories as at 30 June 2016 was approximately $135,293,000 (2015: $189,494,000) net of allowance of
inventories of $28,246,000 (2015: $31,983,000).

Allowance for doubtful debts

The Group recognises an allowance for doubtful debts based on an assessment of recoverability of trade debtors.
The Group has a concentration of risk with the top five customers comprising $158,565,000 (2015:
$132,483,000) of total trade debtors. The Group's top five customers are domiciled in the USA, Europe and New
Zealand and revenue from these customers comprised 82% (2015: 79%) of the Group’s total revenue. Any
further adverse changes in the economic environment of the USA, Europe and New Zealand may impact the
recoverability of the trade debtors. Any change in circumstances pertaining to one of these customers would
have a material effect to the carrying amount of trade debtors. Allowances are applied to trade debtors where
events or changes in circumstances provide objective evidence that the balances may not be collectible. The
identification of doubtful debts requires the use of judgement and estimates with reference to past performance
and current events. Where the actual cash flows are less than expectations, such difference will impact the
carrying value of trade debtors and doubtful debts expense. As at 30 June 2016, the carrying amount of trade
debtors is approximately $171,272,000 (2015: $152,617,000), and no impairment loss is recognised for the
current and prior years.

Impairment of property, plant and equipment

As at 30 June 2016, the aggregate carrying amount of the Group’s property, plant and equipment is $96,748,000
(2015: $117,786,000). Property, plant and equipment are considered for impairment individually. If it is not
possible to estimate the recoverable amount of the individual property, plant and equipment, the Group
determines the recoverable amount of the cash-generating unit (“CGU”) to which the property, plant and
equipment belong. The recoverable amount is the higher of fair value less costs of disposal and its value in use.
The management considers that the recoverable amount of the relevant CGU to which the relevant assets belong
is determined on the basis of the value in use calculation which is higher than its fair value less costs of disposal.
The value in use calculation requires the Group to estimate the future cash flows expected to arise from the CGU
and a suitable discount rate. Where the future cash flows are less or more than expected, or there are changes in
facts and circumstances which result in revisions of the estimated future cash flows, further impairment loss or
reversal of impairment loss may arise.
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5 REVENUE AND SEGMENT INFORMATION

Revenue represents the sale value of goods. The Group manages its business as a single unit and, accordingly, the
manufacturing and sale of ladies’ intimate apparel is the only reportable segment and virtually all of the revenue and
operating profits is derived from this business segment. The consolidated financial statements are already presented in
a manner consistent with the way in which information is reported internally to the Company’s executive directors,
being the chief operating decision maker, for the purposes of resources allocation and operating performance review.

The chief operating decision maker regularly assesses available production capacity on a plant by plant basis,
however, no discrete financial information is available for each plant for the purpose of resources allocation and
operating performance review. The chief operating decision maker reviews financial information on a consolidated
basis. Accordingly, no separate business segment information is disclosed.

The accounting policies adopted for the preparation of the financial information reviewed by the executive directors
are the same as those adopted in preparing the Group’s financial statements. Segment revenue is the consolidated
revenue of the Group. Segment profit or loss is the consolidated profit or loss after tax.

All the Group’s segment assets and liabilities are under the manufacturing business as at 30 June 2016 and 2015.

(@) Other information

(i)  Geographical information

The following table sets out information about the geographical location of (i) the Group’s revenue from
external customers and (ii) the Group’s property, plant and equipment, prepaid land lease payments,
investment properties, interest in a joint venture and prepaid rental payments (“specified non-current
assets”). The geographical location of customers is based on the location to which the goods are delivered.

Hong Kong 6,767 6,219 22,824 22,807
USA 694,691 659,076 - -
Belgium 102,815 91,452 - -
New Zealand 49,543 105,735 - -
The Netherlands 48,303 47,712 - -
France 43,541 52,653 - -
Spain 40,808 42,664 - -
Germany 36,293 23,540 - -
Canada 33,896 17,277 - -
The People’s Republic of China (“PRC") 15,239 11,721 143,925 149,209
Thailand 2,438 1,270 45,518 49,616
Cambodia - - 5,400 4,337
Others 104,691 111,149 - -

1,179,025 1,170,468 217,667 225,969

Top Form International Limited Annual Report 2016 75



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

5 REVENUE AND SEGMENT INFORMATION - continued
(@ Other information - continued
(i) Information about major customers

Revenue from customers contributing over 10% of the total sales of the Group from the manufacturing
operating segment are as follows:

Customer A 523,463 489,403
Customer B 170,751 87,463

6 FINANCE COSTS

Interest expense on bank borrowings 228 320
Finance changes on obligations under finance lease 5 -
233 320

7  PROFIT BEFORE TAX

Profit before tax has been arrived at after charging/(crediting):

Auditor’s remuneration 1,852 1,942
Depreciation of property, plant and equipment 21,120 24,057
Allowance for obsolete inventories (included in cost of sales) 5,776 8,691
Gain arising from reclassification of translation reserve upon loss of

control in subsidiaries (4,260) -
Release of prepaid land lease payments 48 48
(Gain)/loss on disposal of property, plant and equipment (126) 68
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PROFIT BEFORE TAX - continued

Gross rental income from investment properties 4,723) (4,647)
Less: Direct operating expenses from investment properties that
generate rental income during the year 64 61
(4,659) (4,586)

Minimum lease payments paid under operating leases in respect of

land and buildings (note a) 14,085 14,337
Increase in fair value of investment properties (1,786) (3,100)
Cost of inventories recognised as an expense 962,648 942,625
Net exchange loss 8,053 5,582
Staff costs, including directors” emoluments (note b) 405,397 405,999
Interest income (1,589) (2,473)
Fair value gain of derivative financial instrument (3,639) -
Notes:

(a) Included in the amount are operating lease rentals of $1,223,000 (2015: $1,314,000) in respect of staff quarters.
(b) Details of directors’” emoluments included in staff costs are disclosed in note 8. Staff costs included amounts in respect of defined contribution

retirement benefit schemes contributions of $24,112,000 (2015: $22,887,000) and reversal of provision for long service payments of $73,000
(2015: $122,000).

DIRECTORS’” AND EMPLOYEES’ REMUNERATION
(@) Directors
Details of emoluments paid or payable by the Group to the Directors (including Non-executive Directors)

disclosed pursuant to section 383 of the Hong Kong Companies Ordinance and Part 2 of the Companies
(Disclosure of Information about Benefits of Directors) Regulation are as follows:

Fees to Non-executive Directors 1,600 1,600
Remuneration to Executive Directors:

— Salaries and other benefits 8,412 7,956
— Retirement benefit scheme contributions 54 60
Total Directors’” emoluments 10,066 9,616
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8 DIRECTORS” AND EMPLOYEES” REMUNERATION - continued

(@) Directors - continued

Wong Chung Chong, Eddie - 3,412 18 3,430
Wong Kai Chi, Kenneth - 2,500 18 2,518
Wong Kai Chung, Kevin - 2,500 18 2,518
Fung Wai Yiu 200 - - 200
Lucas A.M. Laureys 200 - - 200
Leung Churk Yin, Jeanny 200 - - 200
Herman Van de Velde 200 - - 200
Marvin Bienenfeld 200 - - 200
Chow Yu Chun, Alexander 200 - - 200
Leung Ying Wah, Lambert 200 - - 200
Lin Sun Mo, Willy 200 - - 200

1,600 8,412 54 10,066

Wong Chung Chong, Eddie - 3,412 18 3,430
Wong Kai Chi, Kenneth - 1,785 18 1,803
Wong Kai Chung, Kevin - 1,627 18 1,645
Fung Wai Yiu (note) 200 1,132 6 1,338
Lucas A.M. Laureys 200 - - 200
Leung Churk Yin, Jeanny 200 - - 200
Herman Van de Velde 200 - - 200
Marvin Bienenfeld 200 - - 200
Chow Yu Chun, Alexander 200 - - 200
Leung Ying Wah, Lambert 200 - - 200
Lin Sun Mo, Willy 200 - - 200

1,600 7,956 60 9,616

Note: Mr. Fung Wai Yiu has resigned from Chairman and Executive Director of the Company and has been re-designated as a Non-executive
Director of the Company on 31 October 2014.

No Director waived any emoluments during either year.
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DIRECTORS’ AND EMPLOYEES’ REMUNERATION - continued
(b) Employees
Of the five individuals with the highest emoluments in the Group, three (2015: three) were Directors of the

Company whose emoluments are included in the disclosure above. The emoluments of the remaining two (2015:
two) individuals were as follows:

Salaries and other benefits 4,486 3,403
Retirement benefit scheme contributions 21 36
4,507 3,439

The emoluments were within the following bands:

$1,500,001 - $2,000,000 = 2
$2,000,001 - $2,500,000 2 _

INCOME TAX EXPENSE

Current tax:

Hong Kong 5,954 4,265
Other jurisdictions 478 1,227
6,432 5,492

Over-provision in prior years:

Hong Kong (234) (348)
Other jurisdictions = 3)
(234) (351)

Deferred taxation (note 23)

Current year (538) 1,078

Hong Kong Profits Tax is calculated at 16.5% of the estimated assessable profit for both years.

Under the Law of the PRC on Enterprise Income Tax (the “EIT Law”) and Implementation Regulation of the EIT Law,
the tax rate of the PRC subsidiaries is 25%.
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INCOME TAX EXPENSE - continued

Taxation arising in other jurisdictions is calculated at the rates prevailing in the respective jurisdictions. The tax
expense for the year is reconciled to the profit before tax per the consolidated statement of profit or loss as follows:

Profit before tax 39,944 42,127
Tax at the Hong Kong Profits Tax rate of 16.5% 6,591 6,951

Tax effect of expenses not deductible for tax purposes 1,772 1,603

Tax effect of income not taxable for tax purposes (2,311) (1,234)
Tax effect of tax losses not recognised 1,781 669
Tax effect of utilisation of tax losses previously not recognised (1,912) (1,826)
Tax effect of temporary differences not recognised (87) 171

Over-provision in prior years (234) (351)
Effect of different tax rates of subsidiaries operating in other jurisdictions 60 236
Income tax expense for the year 5,660 6,219
DIVIDENDS

Dividends recognised as distribution during the year:

2015 final dividend of $0.05 per share
(2015: 2014 final dividend of $0.05 per share and

2014 special dividend of $0.05 per share) 10,752 21,504

2016 interim dividend of $0.05 per share
(2015: 2015 interim dividend of $0.05 per share) 10,752 10,752
21,504 32,256
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10 DIVIDENDS - continued

11

Dividend proposed after the end of the reporting period:

2016 final dividend of $0.05 per share
(2015: 2015 final dividend of $0.05 per share) 10,752 10,752

Final dividend proposed by the directors are subject to approval by the shareholders in the annual general meeting.

EARNINGS PER SHARE

The calculation of basic earnings per share attributable to the owners of the Company is based on the following data:

Profit attributable to owners of the Company for the purpose of
computing basic earnings per share 32,298 34,178

Number of ordinary shares for the purpose of
computing basic earnings per share 215,037,625 215,037,625

No diluted earnings per share has been presented because there are no dilutive potential ordinary shares outstanding
for both years.
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12 PROPERTY, PLANT AND EQUIPMENT

Cost:
At 1July 2014 5,267 97,675 75,713 293,789 12,495 61 485,000
Currency realignment (203) (1,015) (513) (1,810) (72) (1) (3,614)
Additions - 191 1,203 16,086 404 - 17,884
Reclassification - - 11 49 - (60) -
Disposals/write-off - - - (2,190) (1,703) - (3,893)
At 30 June 2015 5,064 96,851 76,414 305,924 11,124 - 495,377
At 1July 2015 5,064 96,851 76,414 305,924 11,124 - 495,377
Currency realignment (195) (1,370) (663) (3,759) (86) - (6,073)
Additions - 153 1,194 9,616 1,039 1,950 13,952
Disposals/write-off - - (303) (1,717) (1,126) - (3,146)
De-recognised due to loss of

control in subsidiaries - (14,981) (1,366) (22,283) - - (38,630)
At 30 June 2016 4,869 80,653 75,276 287,781 10,951 1,950 461,480
Depreciation and impairment:
At 1July 2014 - 42,972 62,108 244,342 9,707 - 359,129
Currency realignment - (207) (460) (1,180) (71) - (1,918)
Charge for the year - 4,889 4,851 13,169 1,148 - 24,057
Eliminated on disposals/

write-off - - - (1,976) (1,701) - (3,677)
At 30 June 2015 - 47,654 66,499 254,355 9,083 - 377,591
At 1July 2015 - 47,654 66,499 254,355 9,083 - 377,591
Currency realignment - (409) (568) (2,756) (86) - (3,819)
Charge for the year - 4214 4,298 11,595 1,013 - 21,120
Eliminated on disposals/

write-off - - (256) (1,713) (1,126) - (3,095)
De-recognised due to loss of

control in subsidiaries - (6,279) (791) (19,995) - - (27,065)
At 30 June 2016 - 45,180 69,182 241,486 8,884 - 364,732
Net book value:
At 30 June 2016 4,869 35,473 6,094 46,295 2,067 1,950 96,748
At 30 June 2015 5,064 49,197 9,915 51,569 2,041 - 117,786
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12 PROPERTY, PLANT AND EQUIPMENT - continued

13

The above items of property, plant and equipment, except for freehold land and construction in progress, are
depreciated on a straight-line basis at the following rates per annum:

Land and buildings Over the shorter of the term of the lease, or 2%-6.5%
Leasehold improvements 20%
Furniture, fixtures and equipment 10%-33%
Motor vehicles 20%-30%

The carrying value of the land and buildings shown above comprises:

Land and buildings outside Hong Kong:

— Long-term lease 3,156 3,280
— Medium-term lease 32,311 45,911
Land and buildings in Hong Kong under medium-term lease 6 6
Freehold land outside Hong Kong 4,869 5,064

40,342 54,261

PREPAID LAND LEASE PAYMENTS

Leasehold land is depreciated on a straight-line basis over the terms of the leases.

Analysed for reporting purposes as:

Current asset 48 48
Non-current asset 1,527 1,575
1,575 1,623

The Group’s prepaid land lease payments comprise:

Leasehold land outside Hong Kong:
— Medium-term lease 1,575 1,623
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INVESTMENT PROPERTIES

Fair value

At beginning of the year 104,725 101,553
Currency realignment (5,520) 72
Change in fair value of investment properties 1,786 3,100
At end of the year 100,991 104,725

The fair value of the Group’s investment properties at 30 June 2016 and 2015 have been arrived at on the basis of a
valuation carried out on the respective dates by BMI Appraisals Limited, an independent qualified professional valuer
not connected with the Group. The valuation was arrived at using the investment approach by taking into account the
current passing rents of the properties being held under existing tenancies and the reversionary potential of the
tenancies if they have been or would be let to tenant.

All of the Group’s property interests held under operating leases to earn rentals or for capital appreciation purposes are
measured using the fair value model and are classified and accounted for as investment properties.

Investment properties shown above amounted to $82,291,000 (2015: $86,525,000) are situated on land outside of
Hong Kong on medium term lease. Investment properties amounted to $18,700,000 (2015: $18,200,000) are situated
in Hong Kong on medium term lease.

Fair value hierarchy

The following table presents the fair value of the Group’s properties measured at the end of the reporting period on a
recurring basis, categorised into the three-level fair value hierarchy as defined in HKFRS 13, Fair value measurement.
The level into which a fair value measurement is classified is determined with reference to the observability and

significance of the inputs used in the valuation technique as follows:

—  Level 1 valuations: Fair value measured using only Level 1 inputs i.e. unadjusted quoted prices in active markets
for identical assets or liabilities at the measurement date

—  Level 2 valuations: Fair value measured using Level 2 inputs i.e. observable inputs which fail to meet Level 1,
and not using significant unobservable inputs. Unobservable inputs are inputs for which market data are not

available

—  Level 3 valuations: Fair value measured using significant unobservable inputs
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14 INVESTMENT PROPERTIES - continued

Fair value hierarchy - continued

Recurring fair value measurement

Investment properties:

— Industrial — PRC 71,069 - - 71,069
— Residential — PRC 11,222 - - 11,222
— Industrial — HK 18,700 - - 18,700

Recurring fair value measurement

Investment properties:

— Industrial — PRC 74,913 - - 74,913
— Residential — PRC 11,612 - - 11,612
— Industrial — HK 18,200 - - 18,200
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14 INVESTMENT PROPERTIES - continued

Fair value hierarchy - continued

Information about Level 3 fair value measurements

Investment properties

as at 30 June 2016
— Industrial — PRC 2.2% to 2.7% 2.5% RMB65.0 to RMB66.0' RMB65.6'
— Residential — PRC 2.2% to 2.7% 2.5% RMB67.0 to RMB69.0' RMB67.7"
— Industrial — Hong Kong 3.6% to 4.1% 3.9% N/A $11.82

Investment properties

as at 30 June 2015
— Industrial — PRC 2.1% t0 2.6% 2.4% RMB62.0 to RMB62.5' RMB62.3"
— Residential — PRC 2.1% t0 2.6% 2.4% RMB63.6 to RMB65.3" RMB64.5'
— Industrial — Hong Kong 3.4% to0 3.9% 3.7% N/A $11.0?

! per square meter

2 per square foot

The fair value of investment properties is determined by discounting a projected rental income series associated with
the properties using risk-adjusted capitalisation rates. The valuation takes into account the current passing rents and
the reversionary potentials and expected occupancy rate of the respective properties. The capitalisation rates used
have been adjusted for the quality and location of the buildings and the tenant credit quality. The fair value
measurement is positively correlated to the reversionary potential rent and negatively correlated to the risk-adjusted
capitalisation rate.
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INVESTMENT PROPERTIES - continued
Fair value hierarchy - continued

Information about Level 3 fair value measurements — continued

The movements during the period in the balance of these Level 3 fair value measurements are as follows:

At 1 July 2014 74,351 11,602 15,600 101,553
Fair value adjustment 500 - 2,600 3,100
Currency realignment 62 10 - 72
At 30 June 2015 74,913 11,612 18,200 104,725
At 1 July 2015 74,913 11,612 18,200 104,725
Fair value adjustment 935 351 500 1,786
Currency realignment 4,779) (741) - (5,520)
At 30 June 2016 71,069 11,222 18,700 100,991

Fair value adjustment of investment properties is recognised in the line item “other income” on the face of the
consolidated statement of profit or loss. All the gains recognised in profit or loss for the year arises from the properties
held at the end of the reporting period.

INTEREST IN A JOINT VENTURE

Details of the Group'’s interest in a joint venture, which is accounted for using the equity method in the consolidated
financial statements, are as follows:

Charming Elastic Fabric Hong Kong Ordinary — $18,189,381 60%  Manufacture of
Company Limited Deferred — $810,000 elastic garment
(“Charming”) straps

The Group entered into a shareholders’ agreement (the “Shareholders’” Agreement”) with New Horizon International
Investments Limited (“New Horizon”), an independent third party, immediately after completion of the acquisition of
40% of the issued ordinary shares of Charming, a then 60% held subsidiary of the Group, by New Horizon from
Charming’s then 40% held minority shareholder on 4 November 2015.
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INTEREST IN A JOINT VENTURE - continued

Under the Shareholders’ Agreement, the substantive operating and financing decisions related to Charming are under
the joint control by the Group and New Horizon. As a result, although the Group’s shareholding in Charming remains
unchanged at 60%, the Group has lost control over Charming. The Group has ceased consolidating Charming and has
then accounted for its interest in Charming as a joint venture, which is initially recognised at fair value. A gain of
$4,260,000 was recognised, being the reclassification of related translation reserve.

According to the Shareholders” Agreement, should Charming together with its subsidiary be able to achieve certain
pre-agreed performance targets up to 31 December 2018, New Horizon shall have the right to subscribe for new
ordinary shares in Charming such that New Horizon may eventually hold up to 51% of the then entire issued ordinary
shares of Charming. Further, should New Horizon eventually hold 51% of the then entire issued ordinary shares of
Charming, the Group shall have the right to dispose of part or all of its interest in Charming to New Horizon up to 30
June 2022.

Charming, the only joint venture in which the Group participates, is an unlisted corporate entity whose quoted market
price is not available. Details of net assets deemed to be disposed of due to the loss of control in Charming are as
follows:

Property, plant and equipment 11,565
Inventories 5,998
Debtors and other receivables 2,906
Amount due from immediate holding company 1,954
Bank balances and cash 7,609
Creditors and accrued charges (8,408)
Amounts due to fellow subsidiaries (31
Retirement benefit obligations (1)

21,592
Less: Non-controlling interests (8,637)
Net assets deemed to be disposed of 12,955
Less: Interest in a joint venture recognised (12,955)

Gain on loss of control in subsidiaries before reclassification of translation reserve -
Reclassification of translation reserve 4,260

Gain on loss of control in subsidiaries 4,260
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INTEREST IN A JOINT VENTURE - continued

Summarised financial information of Charming, adjusted for any differences in accounting policies, and a
reconciliation to the carrying amount in the consolidated financial statements, are disclosed below:

Gross amounts of Charming’s

Current assets
Non-current assets
Current liabilities
Equity

Included in the above assets and liabilities:
Cash and cash equivalents
Current financial liabilities (excluding trade and other payables and provisions)

Revenue

Profit from continuing operations
Other comprehensive income
Total comprehensive income

Included in the above profit:
Depreciation and amortisation
Interest income

Interest expense

Reconciled to the group’s interest in Charming
Gross amounts of Charming’s net assets

Group's effective interest
Group's share of Charming’s net assets

33,006
19,353
(23,059)
29,300

5,812
(12,499)

52,745
8,423

(716)
7,707

1,089
22
60

29,300
60%
17,580

PREPAID RENTAL PAYMENTS

At 30 June 2016 and 2015, prepaid rental payments represented the prepaid rent for factories in Thailand for fifteen
years until June 2024. The current portion of $481,000 (2015: $1,032,000) is included in debtors and other

receivables.
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INVENTORIES

Raw materials 45,915 75,181
Work in progress 42,020 68,336
Finished goods 47,358 45,977

135,293 189,494

DEBTORS AND OTHER RECEIVABLES

Trade debtors 171,272 152,617
Other receivables 20,973 22,054
192,245 174,671

(@) Ageing analysis

As of the end of the reporting period, the ageing analysis of trade debtors (which are included in debtors and
other receivables), based on the invoice date is as follows:

1-90 days 162,298 140,387
91 - 180 days 8,974 12,230
171,272 152,617
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18 DEBTORS AND OTHER RECEIVABLES - continued

(b) Trade debtors that are not impaired

The Group allows an average credit period of 45 days (2015: 30 days) to its trade customers. Before accepting
any new customers, the Group will assess the potential customer’s credit quality. The management of the
Company assesses the credit quality of the trade debtors based on payment due date. An ageing analysis of trade
debtors based on the payment due date, at the end of the reporting period is as follows:

Neither past due nor impaired 158,401 122,828
1 - 30 days past due 6,929 24,435
31 - 60 days past due 5,014 4,443
Over 60 days past due 928 911
12,871 29,789

171,272 152,617

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

Receivables that were past due but not impaired relate to a number of independent customers that have a good
track record with the group. Based on past experience, management believes that no impairment allowance is
necessary in respect of these balances as there has not been a significant change in credit quality and the
balances are still considered fully recoverable.

19 OTHER FINANCIAL ASSETS

(@)

(b)

()

Bills receivable

As at 30 June 2015, all bills receivable were aged within 30 days. The Group did not hold any collateral over
these balances.

Bank balances and cash

Bank balances and cash comprise cash held by the Group and short-term bank deposits with an original maturity
of three months or less. The bank balances carry interest at market rates which range from 0.001% to 9.75%
(2015: 0.001% to 5.67%) per annum.

Derivative financial instrument

Pursuant to the Shareholders” Agreement mentioned in note 15, subject to and conditional upon New Horizon
becoming a majority shareholder of Charming, the Group is entitled the right to exercise its option (“the Exit
Option”) to require New Horizon to buy out all or part of the issued shares of Charming held by the Group at
any time during the period of two years from 1 July 2020 to 30 June 2022 at a price set out in the Shareholders’
Agreement. The Exit Option is recognised as a derivative financial instrument at fair value through profit or loss.
The gain on fair value change of such Exit Option of $3,639,000 for the year is recognised in profit or loss.

Top Form International Limited Annual Report 2016 91



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

20 CREDITORS AND ACCRUED CHARGES

92

Trade creditors 65,527 93,703
Other creditors and accrued charges 51,933 56,984
117,460 150,687

An ageing analysis of trade creditors based on the payment due date at the end of the reporting period is as follows:

Current 52,282 77,758
1 - 30 days past due 11,576 10,798
31 - 60 days past due 1,492 4,064
Over 60 days past due 177 1,083

65,527 93,703

As the average credit period on purchases of goods is 30 days, a majority of the balances which as disclosed above are
within 90 days from the invoice date. The Group has financial risk management policies in place to ensure that all
payables are paid within the credit timeframe.

Other creditors and accrued charges mainly represented accrued freight charges, salaries and other operating
expenses.
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22

At 30 June 2016, the Group had obligation under finance lease repayable as follows:

i Y LSS 147
After 1 year but within 2 years 139 147
After 2 years but within 5 years 199 211
____________________________________________________________________________________________ 38 B8
477 505
Less: total future interest expenses 28
Present value of lease obligations 477

RETIREMENT BENEFIT SCHEMES

(@)

Provision for long service payments

Under the Hong Kong Employment Ordinance, the Group is required to make long service payments to its
employees in Hong Kong upon the termination of their employment or retirement when the employees fulfill
certain conditions and the termination meets the required circumstances. However, where an employee is
simultaneously entitled to a long service payment and to a retirement scheme payment (e.g. from the Mandatory
Provident Fund Scheme (the “MPF Scheme”)), the amount of the long service payment will be reduced by the
benefits arising from the retirement scheme including investment return/(loss) accumulated in the scheme.

The most recent actuarial valuation of the present value of the Group’s obligation for long service payments was
carried out at 30 June 2016 by AON Hewitt, an independent firm of human resource consultants and actuaries.
The present value of the Group’s obligation for long service payments, the related current service cost and
actuarial gain/loss were measured using the projected unit credit method.
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22 RETIREMENT BENEFIT SCHEMES - continued

(@)

Provision for long service payments - continued

The principal assumptions used for the purposes of the actuarial valuations were as follows:

Discount rate 1.3% per annum  1.8% per annum
Expected rate of salary increases 3% per annum 3% per annum
Long-term rate of return on contributions 5% per annum 5% per annum

The below analysis shows how the defined benefit obligation as at 30 June 2016 would have increased/
(decreased) as a result of a 1% change in the significant actuarial assumptions:

Discount rate (104) 121 (83) 96
Future salary increases 154 117) 62 (145)

The above sensitivity analysis is based on the assumption that changes in actuarial assumptions are not
correlated and therefore it does not take into account the correlations between the actuarial assumptions.

Amounts recognised in profit or loss and other comprehensive income in respect of these long service payments
are as follows:

Current service cost 94) (150)
Interest cost 21 28

Amount credited for the year

__{included in staff costs under general and administrative expenses) I i 73 (22
Actuarial losses 64 121

Amounts debited for the year (included in other comprehensive income) 7077 64| 121
Total defined benefit credits 9) (1)
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22 RETIREMENT BENEFIT SCHEMES - continued

(@)

(b)

Provision for long service payments - continued

Movements in the present value of the long service payments in the current and prior years are as follows:

At beginning of the year 1,460 1,576
Current service cost 94) (150)
Interest cost 21 28
Actuarial losses 64 121

Benefits paid (198) (115)
At end of the year 1,253 1,460

A portion of the above liability is expected to be settled after more than one year. However, it is not practicable
to segregate this amount from the amounts payable in the next twelve months, as future contributions will also
relate to future services rendered and future changes in actuarial assumptions and market conditions.

Defined contribution schemes

The Group has joined the MPF Scheme for all employees in Hong Kong who have registered with the Mandatory
Provident Fund Scheme Authority under the Mandatory Provident Fund Schemes Ordinance. The assets of the
MPF Scheme are held separately from those of the Group in funds under the control of an independent trustee.
Under the rules of the MPF Scheme, the employer and its employees are each required to make contributions to
the scheme at rates specified in the rules. The only obligation of the Group in respect of the MPF Scheme is to
make the required contributions under the MPF Scheme. No forfeited contributions are available to reduce the
contributions payable in the future years.

The eligible employees of the Company’s subsidiaries in the PRC are members of pension schemes operated by
the PRC local governments. The subsidiaries are required to contribute a certain percentage of the relevant part
of the payroll of these employees to the pension schemes to fund the benefits. The assets of the schemes are held
separately from those of the Group in funds under the control of the Chinese local government.

The total cost charged to consolidated statement of profit or loss of $24,112,000 (2015: $22,887,000) represents
contributions payable to these schemes by the Group in respect of the current year.
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96

The following is the analysis of the deferred tax balances for financial reporting purposes:

Deferred tax liabilities 23,436 25,353

The following are the major deferred tax liabilities/(assets) recognised and movements thereon during the current and
prior years:

At 1 July 2014 (166) 23,681 742 24,257
(Credited)/charged to profit or loss (243) 553 768 1,078
Currency realignment - 18 - 18
At 30 June 2015 and 1 July 2015 (409) 24,252 1,510 25,353
Charged/(credited) to profit or loss 98 404 (1,040) (538)
Currency realignment - (1,379) - (1,379)
At 30 June 2016 (311) 23,277 470 23,436

At the end of the reporting period, the Group has unused tax losses of $95,875,000 (2015: $119,803,000) available for
offset against future profits. No deferred tax asset has been recognised in respect of the unused tax losses due to the
unpredictability of future profit streams. During the year, tax losses of $3,559,000 (2015: $17,190,000) expired and
were no longer available to offset against future profits. Included in unrecognised tax losses of the Group are losses of
$40,125,000 (2015: $50,563,000), $8,005,000 (2015: $13,969,000) and $18,293,000 (2015: $17,073,000)
attributable to subsidiaries in the PRC, Thailand and Cambodia, respectively, that will gradually expire up to 2021.
Other tax losses may be carried forward indefinitely.

At the end of the reporting period, the aggregate amount of temporary differences associated with undistributed
earnings of subsidiaries for which deferred tax liabilities have not been recognised was $18,976,000 (2015:
$23,919,000). No liabilities have been recognised in respect of these differences because the Group is in a position to
control the timing of reversal of the temporary differences and it is probable that such differences will not reverse in
the foreseeable future.
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24 FINANCIAL INSTRUMENTS

(@)

(b)

Categories of financial instruments

Financial assets

Derivative financial instrument — Fair value through profit or loss 3,639 -
Loans and receivables (including cash and cash equivalents) 345,109 334,113
348,748 334,113

Financial liabilities

Creditors and other payables — Amortised cost 71,150 103,742

Financial risk management objectives and policies

The Group’s major financial instruments include derivative financial instrument, debtors, bills receivable, other
receivables, creditors and bank balances. Details of these financial instruments are disclosed in respective notes.
The risks associated with these financial instruments include market risk (currency risk and interest rate risk),
credit risk and liquidity risk. The policies on how to mitigate these risks are set out below. The management
manages and monitors these exposures to ensure appropriate measures are implemented on a timely and
effective manner.

(i) Market risk

There has been no significant change to the Group’s exposure to market risk or the manner in which it
manages and measures the risk.

(1) Currency risk

Several subsidiaries of the Company have foreign currency sales and purchases, which expose the
Group to foreign currency risk. Approximately 17% (2015: 27%) of the Group’s sales are
denominated in currencies other than the functional currency of the group entity making the sale,
while almost 80% (2015: 64%) of purchase costs are not denominated in the group entity’s
functional currency. The Group does not have a foreign currency hedging policy. However,
management monitors the foreign exchange exposure and will consider hedging significant foreign
currency exposure should the need arise.
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98

(b) Financial risk management objectives and policies - continued

0]

Market risk — continued

(1)

Currency risk — continued

The carrying amounts of the Group’s foreign currency denominated monetary assets and monetary
liabilities at the end of the reporting period are as follows:

Euro (“EUR”) 2,410 6,833 64 308
Renminbi (“RMB”) 53,544 87,909 1,877 4,842
usD 43,743 52,328 2 3
HK$ 5,747 1,952 47,033 69,216

The above assets and liabilities include outstanding EUR, RMB, USD and HK$ debtors and creditors
and bank balances and cash. In addition, the Group is exposed to currency risk arising from inter-
company receivables and payables denominated in Thai Baht (“THB”) which is not the functional
currency of either the lender or the borrower. The net inter-company payables amounted to
$54,155,000 (2015: receivables $39,403,000) as at 30 June 2016.

Sensitivity analysis

The Group is mainly exposed to fluctuations in exchange rates of EUR, RMB, USD and HK$. For
fluctuations of USD against HK$, there will be no significant impact as HK$ is pegged with USD.

The following table details the Group’s sensitivity to a 5% (2015: 5%) increase and decrease in
functional currency against the relevant foreign currencies. 5% (2015: 5%) is the sensitivity rate used
when reporting foreign currency risk internally to key management personnel and represents
management’s assessment of the reasonably possible change in the foreign exchange rates. The
sensitivity analysis includes only outstanding foreign currency denominated monetary items and
adjusts their translation at the end of the reporting period for a 5% (2015: 5%) change in foreign
currency rates. The sensitivity analysis includes external receivables and payables and also current
accounts with the group entities where the denomination of the current accounts is in a currency
other than the functional currency of the relevant group entities. A positive number below indicates
an increase in post-tax profit or a decrease in post-tax loss for the year where functional currencies of
relevant group entities strengthens 5% (2015: 5%) against the relevant foreign currencies. For a 5%
(2015: 5%) weakening of functional currencies against the relevant foreign currencies, there would
be an equal and opposite impact on the profit for the year.
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24 FINANCIAL INSTRUMENTS - continued

(b) Financial risk management objectives and policies - continued

@

(i)

Market risk — continued

(1) Currency risk — continued

Sensitivity analysis — continued

EUR (98) (272)
RMB (1,126) (2,626)
THB 2,261 (1,645)

(2) Interest rate risk

As at 30 June 2016 and 2015, the Group is exposed to cash flow interest rate risk in relation to
variable-rate bank balances.

Sensitivity analysis

As at 30 June 2016 and 2015, the management expects interest rate risk will not have a material
impact on the Group’s operating result. Hence, a sensitivity analysis is not presented.

Credit risk

As at 30 June 2016 and 2015, the Group’s maximum exposure to credit risk which will cause a financial
loss to the Group due to failure to discharge an obligation by the counterpatrties is arising from the carrying
amount of the respective recognised financial assets as stated in the consolidated statement of financial
position.

In order to minimise the credit risk, the management of the Group has delegated a team responsible for
determination of credit limits, credit approvals and other monitoring procedures to ensure that follow-up
action is taken to recover overdue debts. In addition, the Group reviews the recoverable amount of each
individual trade debt at the end of the reporting period to ensure that adequate impairment losses are made
for irrecoverable amounts. In this regard, the Directors of the Company consider that the Group’s credit
risk is significantly reduced.

The bank balances and deposits are concentrated on certain counterparties and the credit risk on liquid
funds is limited because the counterparties are banks with high credit ratings.

In respect of debtors, the Group’s exposure to credit risk is influenced mainly by the market demand in the
intimate apparel industry and economic conditions in the USA, Europe and New Zealand. At the end of
the reporting period, the Group had a certain concentration risk as approximately 93% (2015: 87%) of
trade debtors was due from the top five major customers.
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24 FINANCIAL INSTRUMENTS - continued

(b) Financial risk management objectives and policies - continued

(iii)

Liquidity risk

In the management of the liquidity risk, the Group monitors and maintains a level of cash and cash
equivalents deemed adequate by the management to finance the Group’s operations and mitigate the

effects of fluctuations in cash flows.

The following table details the Group’s remaining contractual maturity for its non-derivative financial
liabilities. The table has been drawn up based on the undiscounted cash flows of financial liabilities based
on the earliest date on which the Group can be required to pay. At 30 June 2016, the Group had undrawn
bank borrowing facilities of $148,850,000 (2015: $158,850,000).

Liquidity tables

2016

Non-derivative
financial liabilities

Creditors - 58,672

12,399 80 71,150 71,150

2015

Non-derivative
financial liabilities

Creditors - 91,680

10,979 1,083 103,742 103,742
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24 FINANCIAL INSTRUMENTS - continued
(c) Fair value
(i) Financial assets measured at fair value
Fair value hierarchy
The fair value of the Group’s financial instruments measured at the end of the reporting period on a
recurring basis, categorised into the three-level fair value hierarchy as defined in HKFRS 13, Fair value
measurement. The level into which a fair value measurement is classified is determined with reference to

the observability and significance of the inputs used in the valuation technique as follows:

—  Level 1 valuations: Fair value measured using only Level 1 inputs i.e. unadjusted quoted prices in
active markets for identical assets or liabilities at the measurement date

—  Level 2 valuations: Fair value measured using Level 2 inputs i.e. observable inputs which fail to meet
Level 1, and not using significant unobservable inputs. Unobservable inputs are inputs for which
market data are not available

—  Level 3 valuations: Fair value measured using significant unobservable inputs

Valuation of instruments classified as a Level 3 instrument of the fair value hierarchy is performed by an

external qualified appraiser. A valuation report with analysis of changes in fair value measurement is

prepared by the appraiser at each interim and annual reporting date, and is reviewed and approved by the
management.

The Group's derivative financial instrument is categorised as a Level 3 valuation.

Information about Level 3 fair value measurements

Derivative financial Monte Carlo Discount for lack of 30% to 33.7% 30%
instrument model marketability
Weighted average cost N/A 16%

of capital (“WACC")
Expected volatility N/A 38.75%

The fair value of the derivative financial instrument is determined in the following two-step process by the
Group’s external appraiser: (1) the enterprise value of Charming is firstly determined using the discounted
cash flows model adjusted for lack of marketability discount and weighted average cost of capital; then, (2)
the fair value of the Exit Option is estimated using the Monte Carlo simulation based on the enterprise
value determined in (1) and adjusted for expected volatility, which in turn is estimated based on daily
stock prices of comparable companies within the industry. The fair value measurement of the derivative
financial instrument as a whole is negatively correlated with the WACC, while the fair value of the
derivative financial instrument is positively correlated with the discount for lack of market ability and the
expected volatility inputs.
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24 FINANCIAL INSTRUMENTS - continued

(0

Fair value - continued

0]

(ii)

Financial assets measured at fair value — continued
Information about Level 3 fair value measurements — continued
As at 30 June 2016, it is estimated that with all other variables held constant, a decrease/increase in:

—  Discount for lack of marketability by 5% would have decreased/increased the Group’s profit after tax
and total comprehensive income by $959,000/$1,354,000;

—  Weighted Average Cost of Capital by 3% would have increased/decreased the Group's profit after
tax and total comprehensive income by $1,160,000/$671,000; and

—  Expected volatility by 10% would have decreased/increased the Group’s profit after tax and total
comprehensive income by $667,000/$627,000.

The movements during the period in the balance of these Level 3 fair value measurements are as follows:

Derivative financial instrument:

At 1 July 2015 _
Changes in fair value recognised in profit or loss during the period 3,639

At 30 June 2016 3,639

Fair value of financial assets and liabilities carried at other than fair value

The Directors consider that the carrying amounts of financial assets and financial liabilities recorded at
amortised cost in the consolidated financial statements approximate their fair values.

102 Top Form International Limited Annual Report 2016



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

25 SHARE CAPITAL AND RESERVES

(@)

(b)

Authorised and issued share capital

Ordinary shares of $0.50
(2015: $0.50) each

Authorised:

At beginning of the year and

the end of the year 300,000,000 150,000 300,000,000 150,000
Issued and fully paid:
At beginning of the year and

the end of the year 215,037,625 107,519 215,037,625 107,519

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

Movement in components of equity

The reconciliation between the opening and closing balances of each component of the Group’s consolidated
equity is set out in the consolidated statement of changes in equity. Details of the changes in the Company’s
individual components of equity between the beginning and the end of the year are set out below:

At 1 July 2014 107,519 1,499 233 124,802 219,608 453,661

Profit and total comprehensive income for the year - - - - 600 600
Dividends approved in respect of the previous year - - - - (21,504)  (21,504)
Dividends declared in respect of the current year - - - - (10,752)  (10,752)
At 30 June 2015 and 1 July 2015 107,519 1,499 233 124,802 187,952 422,005
Profit and total comprehensive income for the year - - - - 619 619
Dividends approved in respect of the previous year - - - - (10,752) (10,752)
Dividends declared in respect of the current year - - - - (10,752) (10,752)
At 30 June 2016 107,519 1,499 233 124,802 167,067 401,120
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25

26

SHARE CAPITAL AND RESERVES - continued
(c) Distributability of reserves

At 30 June 2016, the aggregate amount of reserves available for distribution to equity shareholders of the
Company was $291,869,000 (2015: $312,754,000).

SHARE OPTION SCHEME

Pursuant to a resolution passed on 3 November 2011 (the “Adoption Date”), a new share option scheme (the
“Scheme”) of the Company was adopted for the primary purpose of providing incentives or rewards to the Directors,
employees or any other persons at the discretion of the Board, and the Scheme will end on 2 November 2021. Under
the Scheme, the Board may grant options to eligible employees, including directors, executives or officers of the
Company and its subsidiaries and any other persons at the discretion of the Board to subscribe for shares in the
Company.

The total number of shares in respect of which options may be granted under the Scheme is not permitted to exceed
10% of the shares of the Company in issue on the Adoption Date, being 107,518,812 shares. Following the share
consolidation (on the basis of every five issued and unissued shares of $0.10 each consolidated into one share of $0.50
each in the capital of the Company) which became effective on 23 May 2014, the total number of shares which may
be issued on exercise of the options which may be granted under the Scheme shall not exceed 21,503,762 shares. The
number of shares in respect of which options may be granted to any individual in any 12-month period is not
permitted to exceed 1% of the shares of the Company in issue at any point in time, without prior approval from the
Company’s shareholders. Options granted to substantial shareholders or independent non-executive directors in any
12-month period in excess of 0.1% of the Company’s issued share capital and with a value in excess of $5 million on
the date of offer must be approved in advance by the Company’s independent shareholders.

Options granted must be taken up within 14 days of the date of offer, upon payment of $1 per grant. Options may
generally be exercised at any time from the second anniversary of the date of acceptance to the tenth anniversary of
the date of acceptance or may at the Board’s discretion determine the specific exercise period. The exercise price is
determined by the Board, and will not be less than the highest of the closing price of the Company’s shares on the date
of offer and the average closing price of the shares for the five business days immediately preceding the date of offer
and the nominal value of the Company’s shares.

During the years ended 30 June 2016 and 2015, no share options of the Company were held by the Directors or
anyone else under the Scheme, and no share options were granted, exercised, cancelled or lapsed under the Scheme.
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27 OPERATING LEASE COMMITMENTS

(@)

(b)

The Group as lessee

At the end of the reporting period, the Group had commitments for future minimum lease payments under non-
cancellable operating leases in respect of land and buildings, which fall due as follows:

Within one year 11,418 11,087
In the second to fifth year inclusive 19,600 21,491
Over five years 2,475 5,925

33,493 38,503

Leases are negotiated for lease term of one to fifteen years and rentals are fixed over the terms of the relevant
leases.

The Group as lessor

Property rental income earned during the year was $4,723,000 (2015: $4,647,000). All of the properties held
have committed tenants for the next 1 to 5 years.

At the end of the reporting period, the Group had contracted with tenants with the following future minimum
lease payments:

Within one year 4,128 4,545
In the second to fifth year inclusive 5,317 9,895
9,445 14,440

28 CAPITAL COMMITMENTS

Capital expenditure in respect of the acquisition of property,
plant and equipment contracted for but not provided for
in the consolidated financial statements 2,916 -
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29 RELATED PARTY TRANSACTIONS/BALANCES

In addition to the transactions and balances disclosed elsewhere in these financial statements, the Group has entered
into the following material related party transactions:

(@)

(b)

Transactions with related companies

Sales of goods to a related party (i) 99,534 91,452
Purchase of materials from a joint venture 3,781 -

During the year, the Group processed supplied materials and delivered the finished products to a related company, Van de Velde N.V.
(“VdV”) for revenue of approximately $99,534,000 (2015: $91,452,000).

Mr. Herman Van de Velde, a non-executive director of the Company, has a beneficial interest in VdV, which held an effective interest of
25.66% (2015: 25.66%) in the Company as at 30 June 2016.

As at 30 June 2016, the balance of trade receivables from VdV amounted to $4,718,000 (2015: $3,473,000) which are aged less than 30
days.

The above related party transactions constitute continuing connected transactions as defined in Chapter 14A of the Listing Rules. The
disclosures required by Chapter 14A of the Listing Rules are provided in the Directors’ Report.

Compensation of key management personnel

The remuneration of Directors and other members of key management during the year is as follows:

Salaries and other benefits 17,266 16,750
Retirement benefit scheme contributions 111 132
17,377 16,882

The remuneration of Directors and key management is determined by the Group’s compensation committee
having regard to the performance of individuals and market trends.
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30 CAPITAL RISK MANAGEMENT

31

The Group manages its capital to ensure that entities in the Group will be able to continue as a going concern while
maximising the return to shareholders through the optimisation of the debt and equity balance. The Group’s overall
strategy remains unchanged from the prior year.

The capital structure of the Group consists of equity attributable to owners of the Company, comprising issued share
capital, reserves and retained profits.

The Directors of the Company review the capital structure on a quarterly basis. As part of this review, the Directors
consider the cost of capital and the risks associated with each class of capital. Based on recommendations of the
Directors, the Group will balance its overall capital structure through the payment of dividends, new share issues and
share buy-backs as well as the issue of debt.

PRINCIPAL SUBSIDIARIES

Details of the Company’s principal subsidiaries as at 30 June 2016 are as follows:

Foshan Nanhai Top Form The PRC Capital contribution 100 Manufacture of ladies’ underwear
Underwear Co., Ltd. * — $20,800,000

TR ERHAK
LN

BILTESELEAK The PRC Capital contribution 100 Manufacture of ladies’ underwear
BRARY — US$500,000

Grand Gain Industrial Limited Hong Kong Ordinary 60  Moulding and laminating business

BREXERAA —$100,000

Long Nan Grand Gain The PRC Capital contribution 60  Moulding and laminating business
Underwear Co., Ltd. # — US$1,800,000

EEFRBNKARAR

Long Nan County Top Form The PRC Capital contribution 100 Manufacture of ladies’ underwear
Underwear Co., Ltd. * — $57,000,000
EREERHARERRT
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31 PRINCIPAL SUBSIDIARIES - continued

Details of the Company’s principal subsidiaries as at 30 June 2016 are as follows: — continued

Shenzhen Top Form The PRC Capital contribution 70 Property investment and provision
Underwear Co., Limited " — RMB4,993,000 of consultancy services in

RIEBHARERAR relation to ladies intimate

apparel and accessories

Top Form Brassiere Mfg. Hong Kong Ordinary — $100 100 Manufacture and trading of
Co., Limited Deferred — $4,000,000 ladies” underwear

EERMNESERERAR

Top Form (B.V.L.) Limited * British Virgin - Ordinary — US$50,000 100 Investment holding

Islands

Top Form Brassiere (Maesot) Thailand Ordinary — 100 Manufacture of ladies’ underwear
Co., Ltd Baht56,000,000

Topfull Development Limited Hong Kong Ordinary — $2 100 Property holding in the PRC

REERBRAR

Unique Form Manufacturing Hong Kong Ordinary — $1,000 100 Trading of ladies” underwear
Company Limited Deferred — $200

BERAKSERERAA

Xinfeng County Grand Gain The PRC Capital contribution 100 Manufacture of ladies’ underwear
Underwear Co., Ltd. * — US$500,000

EEERENKARAR

Top Form (Cambodia) Cambodia Ordinary — 100 Manufacture of ladies’ underwear
Company Limited US$1,000,000

* Directly held by the Company
: These subsidiaries are registered as wholly foreign owned enterprises in the PRC.
This subsidiary is registered as a sino-foreign equity joint venture in the PRC.

Note:

Except for those subsidiaries with the place of operation mentioned in principal activities, the place of operation is the same as the place of
incorporation/registration.
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31

PRINCIPAL SUBSIDIARIES - continued

Shenzhen Top Form Underwear Co., Limited JRYIEREHTAKBR A F] (“SZTF”) is a joint venture company
established in the PRC and was originally held for a period of twelve years from 28 February 1987. The Group entered
into extension agreements with the joint venture partner on 18 September 1998, 12 November 2008, 27 June 2011
and 6 February 2015 to extend the joint venture period for future years to 28 February 2009, 28 February 2012, 28
February 2015 and 28 February 2017 respectively. Pursuant to the joint venture agreement and the revised joint
venture agreement under which the joint venture was established, the Group contributed 70% of the registered capital
of SZTF. However, under another agreement entered into between the Group and the joint venture partner, the Group
is entitled to 100% of this joint venture company’s profit after deducting a fixed annual amount attributable to assets
contributed by the joint venture partner. The Group is entitled to receive its attributable share of the net assets upon
liquidation of the joint venture, and so this joint venture is being accounted for as a subsidiary of the Group.

As at 30 June 2016, all of the deferred shares issued by subsidiaries were held by group companies. The deferred
shares carry no right to dividend or to receive notice of or to attend or vote at any general meeting of the respective
companies. On winding-up, the holders of the deferred shares are entitled to one half of the remaining assets of the
respective companies after the first $100 trillion has been distributed equally amongst the holders of the ordinary
shares.

None of the subsidiaries had any debt securities subsisting as at 30 June 2016 or at any time during the year.
The above table lists the subsidiaries of the Group which, in the opinion of the Directors, principally affected the

Group’s assets or results. To give details of other subsidiaries would, in the opinion of the Directors, result in
particulars of excessive length.
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32 COMPANY-LEVEL STATEMENT OF FINANCIAL POSITION

Non-current assets

Investments in subsidiaries 147,740 147,740

Current assets

Other receivables 147 253
Amount due from a subsidiary 723,755 723,755
Bank balances 640 53

724,542 724,061

Current liabilities

Creditors and accrued charges 2,056 1,976
Amount due to a subsidiary 469,022 447,694
Current tax payable 84 126
471,162 449,796
Net current assets 253,380 274,265
401,120 422,005

Capital and reserves

Share capital 25(a) 107,519 107,519
Reserves 25(b) 293,601 314,486
401,120 422,005
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33 POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR THE YEAR ENDED 30 JUNE 2016

Up to the date of issue of these financial statements, the HKICPA has issued a few amendments and new standards
which are not yet effective for the year ended 30 June 2016 and which have not been adopted in these financial
statements. These include the following which may be relevant to the Group.

Annual improvements to HKFRSs 2012-2014 cycle 1 January 2016

Amendments to HKFRS 10 and HKAS 28, Sales or

contribution of assets between an investor and its associate or joint venture 1 January 2016
Amendments to HKFRS 11, Accounting for acquisitions of interests in joint operations 1 January 2016
Amendments to HKAS 1, Disclosure initiative 1 January 2016

Amendments to HKAS 16 and HKAS 38,

Clarification of acceptable methods of depreciation and amortisation 1 January 2016
HKFRS 15, Revenue from contracts with customers 1 January 2018
HKFRS 9, Financial instruments 1 January 2018
HKFRS 16, Leases 1 January 2019

The Group is in the process of making an assessment of what the impact of these amendments and new standards is
expected to be in the period of initial application. So far the Group is still evaluating the impact and is not yet in a
position to conclude.
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RESULTS

For the year ended 30 June

Revenue 1,132,391 1,054,451 1,131,696 1,170,468 1,179,025
Profit/(loss) before taxation (59,877) (2,417) 45,873 42,127 39,944
Income tax (expense)/credit 28 (1,627) (6,569) (6,219) (5,660)
Profit/(loss) for the year (59,849) (4,044) 39,304 35,908 34,284
Attributable to:
— Owners of the Company (58,713) (4,687) 37,026 34,178 32,298
— Non-controlling interests (1,136) 643 2,278 1,730 1,986
(59,849) (4,044) 39,304 35,908 34,284

ASSETS AND LIABILITIES

At 30 June

Total assets 681,819 648,532 731,687 762,159 716,097

Total liabilities (166,572) (130,166) (154,027) (183,186) (147,264)
515,247 518,366 577,660 578,973 568,833

Equity attributable to:

— Owners of the Company 497,826 499,823 556,955 558,526 557,718

— Non-controlling interests 17,421 18,543 20,705 20,447 11,115
515,247 518,366 577,660 578,973 568,833
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