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CHARACTERISTICS OF THE GROWTH ENTERPRISE
MARKET (“GEM”) OF THE STOCK EXCHANGE OF HONG
KONG LIMITED (THE “STOCK EXCHANGE”)

GEM has been positioned as a market designed to accommodate
companies to which a higher investment risk may be attached than
other companies listed on the Stock Exchange. Prospective investors
should be aware of the potential risks of investing in such companies
and should make the decision to invest only after due and careful
consideration. The greater risk profile and other characteristics of
GEM mean that it is a market more suited to professional and other
sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a
risk that securities traded on GEM may be more susceptible to high
market volatility than securities traded on the Main Board of the Stock
Exchange and no assurance is given that there will be a liquid market
in the securities traded on GEM.

Hong Kong Exchanges and Clearing and the Stock Exchange take no
responsibility for the contents of this report, make no representation
as to its accuracy or completeness and expressly disclaim any liability
whatsoever for any loss howsoever arising from or in reliance upon the
whole or any part of the contents of this report.

This report, for which the directors (the “Directors”) of Runway Global
Holdings Company Limited (the “Company”) collectively and individually
accept full responsibility, include particulars given in compliance with
the Rules Governing the Listing of Securities on GEM of the Stock
Exchange for the purpose of giving information with regard to the
Company. The Directors, having made all reasonable enquiries, confirm
that to the best of their knowledge and belief the information contained
in this report is accurate and complete in all material respects and not
misleading or deceptive, and there are no other matters the omission
of which would make any statement herein or this report misleading.

This report will remain on the “Latest Company Announcements”
page of the GEM website at www.hkgem.com for at least seven
days from the date of its publication and the Company’s website at
www.runwayglobal.com.
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Financial Summary

MBHE

Results ES5

Revenue WA

Gross profit EF

Profit before income tax bR 1S 50 A& A

Profit attributable to the owners RRaEA AERRF
of the Company

Financial position B AR R,

Total assets REE

Interest-bearing borrowings FEEE

Total liabilities SR

Shareholders’ equity PR R AT

Financial Statistics B EE

Current ratio (note 1)

Quick ratio (note 2)

Return on assets (note 3)
Return on equity (note 4)
Gearing ratio (note 5)

Inventory turnover days (note 6)

Trade receivables turnover days (note 7)

Trade payables turnover days (note 8)

MBI (Bfat1)
RBLLEK (HfzE2)
BED®E (M 3)
A Bl K (Hizt4)
BEBELE (Mts)
FEREBRE (Hiite6)

2P R IRAE R (M 7)
RN FIRAERE (H:8)

Notes:

1. Current ratio = Current assets/current liabilities

Quick ratio = Current assets less inventory/current liabilities

53 Return on assets = Profit attributable to the owners of the Company for the year/

total assets

4. Return on equity = Profit attributable to the owners of the Company for the year/

shareholders’ equity

Gearing ratio = Interest-bearing borrowings/shareholders’ equity

6. Inventory turnover days = Inventory balance/cost of sales for the year x number of

days for the year

7. Trade receivables turnover days = Trade receivables/revenue for the year x number

of days for the year

8. Trade payables turnover days = Trade payables/cost of sales for the year x number

of days for the year

The results and summary of assets and liabilities for the years ended
31 December 2011 and 2012 which were extracted from the
prospectus of the Company dated 27 November 2013 (the
“Prospectus”) have been prepared on a combined basis to indicate
the results of the Group as if the group structure, at the time when the
Company’s shares were listed on the GEM of the Stock Exchange, had
been in existence throughout those years.
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Year ended 31 December

BE+-—A=+—RHLEE

2013 2012 2011
HK$’000 HK$’'000 HK$’'000
FH&T FABT FEIT
360,707 331,088 306,314
84,941 81,222 66,563
18,365 28,301 11,748
13,529 23,152 9,417
As at 31 December
Rt+=—A=+—8
2013 2012 2011
HK$’000 HK$'000 HK$’000
FET FAT FAET
196,950 158,396 130,639
9,564 2,478 4,328
99,685 101,663 88,913
97,265 56,733 41,726
1.78 1.36 1.22
1.60 1.09 0.95
6.9% 14.6% 7.2%
13.9% 40.8% 22.6%
9.8% 4.4% 10.4%

PZXEVETAEE 40 days/ H 36 days/ H
(P EVETAE 46 days/ H 44 days/ H
yCEVETAE 02 days/ H 98 days/ H

MR =RBEE/ RBEE
RPLE=RBEERFE/ AP EE
AERRE=ADAHAABEFEZEN/ 2

ES
%;«E\@/i&%iﬁiﬂiiﬁﬁ)\ﬁﬁﬁifgiﬁﬂ/ﬂﬁ
#is

BEAELXR=FEEE/RRER
FEESREG=TFEEH/ FEHEENAXFE
RE

B 5 RWIRBERE =E 5 RYGRIR/ FE
WAXFERE

B RNFREBRY = F RN IR/ FE
HERAXFERE

BB ARRABMA-TE—=F1+—FH
ZHEAMBRER (BRER]) 282
—E——FRZFE-ZF+HA=+—HL
FEZEEAREERBEBREZDREEGH
BEERE  DNBRAEBEES  WMIOARQF
& 19 PR B 22 T B ZE AR | T B 2 SR B 2R B PR 5%
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Revenue

L' ON
HK$’000
THETT
2013
2012
2011

331,088

0 80.000 760.000 520.000 320.000 700.000

Profit attributable to the owners of the Company
ARATEE ABLEF

HK$’000
T

2013

2012
2011

0 5000 70.000 75.000 50.000 55.000

Shareholders’ equity
IR R

HK$’000
TAET
2013
2012
2011

0 50.000 70.000 50.000 80.000 700.000
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Chairman’s Statement
FRERES

On behalf of the Board of Directors (the “Board”) of Runway Global
Holdings Company Limited (the “Company”), | am pleased to present
the audited consolidated results of the Company and its subsidiaries
(collectively referred to as the “Group” or “Runway Global”) for the year
ended 31 December 2013.

AN IMPORTANT MILESTONE

The year 2013 is an important milestone to the Group. The Company
was successfully listed (the “Listing”) on the Growth Enterprise Market
(“GEM”) of the Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 3 December 2013 (the “Listing Date”) with net proceeds
raised amounting to HK$35,732,000 million. The successful Listing of
the Company has provided a platform in the capital markets for our
growing business, and facilitated us to further strengthen our corporate
image in the market as well.

BUSINESS OVERVIEW

During the year, the Group’s revenue increased from approximately
HK$331,088,000 in year 2012 to approximately HK$360,707,000
in year 2013, representing an increase of approximately 8.9% in
comparison to that of year 2012, while profit attributable to the owners
of the Company decreased from approximately HK$23,152,000 in year
2012 to approximately HK$13,529,000 in year 2013, representing a
decrease of approximately 41.6% as compared to that of year 2012.
The decrease in profit attributable to the owners of the Company was
mainly attributable to the incurring of approximately HK$10,938,000
non-recurring listing expenses during the year.

ERRBHRBERAR2F ([A27]])
gExg ([E£8)) FAMAEBARFR
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iz
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FH4913,5629,0008 7T - WM-F——F[FH
FADHI41.6% o A RIHER AREAEE R
FERHNAFEELELCTEFE EMAZY
10,938,000 B TTATEL °



BRI ERERAT
B

Chairman’s Statement E/EHES

PRIVATE LABEL PRODUCTS

Private label products continued to be the core business of the
Group, contributing to approximately 86.8% (2012: 88.6%) of the total
revenue of the Group for the year 2013. For the year 2013, revenue
from private label products increased by approximately 6.7% to
approximately HK$313,033,000 (2012: HK$293,249,000) while gross
profit also increased by 1.6% to approximately HK$70,183,000 (2012:
HK$69,094,000).

OWN BRAND PRODUCTS

Own brand products experienced a strong growth in the year 2013.
Own brand products accounted for approximately 13.2% (2012:
11.4%) of the total revenue of the Group for the year 2013. The
revenue as well as the gross profit from own brand products increased
significantly in the year 2013. For the year 2013, revenue from own
brand products increased by approximately 26.0% to approximately
HK$47,674,000 (2012: HK$37,839,000) while gross profit also
increased by approximately 21.7% to approximately HK$14,758,000
(2012: HK$12,128,000).

REVIEW AND FUTURE PROSPECTS

Apparel industry remained challenging in the year 2013. The industry
was hindered by the slow recovery of economy in North America. This
inevitably undermined consumers’ spending on apparels and also
affected the apparel industry. In response to the glooming business
environment, we continued to expand our range of apparels to maintain
our competiveness. Thanks to the concerted efforts of team members,
the revenue of both private label products and own brand products
increased compared to the revenue of 2012.

BHREMR
MEERDAREBENZLER  (hAEE
TR FAEETENS6.8% (ZE——F
88.6%) RZZE—=F - MiMERNEE
KA N4 6.7% £ #7313,033,000/8 T (==
— — 4 : 203,249,000/ 7T) © MEFIRJE
£ 1.6% E4)70,183,000/87T (=& ——F :
69,094,000787T) °
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Chairman’s Statement £/EHEE

We expect the economy in North America will recover gently and
with a slightly higher pace in the near future. We will further explore
the North America market as we have established concert business
network there. Furthermore, we will continue to invest in developing
and promoting the own brand products operation which has higher
profit margin in North America. Currently the revenue from own brand
products accounted for 13.2% of total income. We expect the income
from and share of total income of own brand products will increase
continuously in the near future.

We have confidence that the Group will execute its solid business
strategies to further improve our profitability. These strategies will
ensure that the Group continues to provide long term earnings and
generate strong cash flow.

APPRECIATION

Last but not the least, | would like to take this opportunity to thank all
the shareholders, customers and business partners for their trust in,
understanding of and support of to the Group over the years. Moreover,
| would also like to thank all staffs for their great effort and valuable
contribution. With a focused senior management and professional
team, we will continue to explore new business opportunities in
the challenging year ahead and strive for the best returns for our
shareholders.

Hubert Tien
Chairman
14 March 2014
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Biographical Details of Directors and Senior Management
EENEREREREFE

EXECUTIVE DIRECTORS

Mr. Hubert TIEN, aged 45, was appointed as an executive director of
the Company (the “Director”) on 19 June 2013. Mr. Tien is one of the
founders of the Group and the chairman of the Board. He is responsible
for overseeing the in-house operations, manufacturing and sourcing
activities and devising business expansion plans of the Group. Mr. Tien
has about 20 years of experience in garment trading, manufacturing
and marketing in the United States, Australia and Canada markets.
Mr. Tien was a director of Bright Cheer Company Limited (“Bright
Cheer”), a textile company, from 1992 to 2004 prior to its dissolution.
He ceased to participate in the operation of Bright Cheer in December
2000 and founded the Group with Mr. Gozashti in 2001. Bright Cheer
ceased to carry on business afterwards and was dissolved by striking
off in 2004 under section 291 of the Companies Ordinance. Mr. Tien is
a brother of Ms. Winnie Tien, a member of the senior management of
the Group.

Mr. Farzad GOZASHTI, aged 48, was appointed as an executive
Director on 19 June 2013. Mr. Gozashti is one of the founders of
the Group and the chief marketing officer of the Group and the chief
executive officer of Runway Fashions, Inc., a wholly owned subsidiary
of the Company. Mr. Gozashti is responsible for overseeing the design,
sales and marketing activities and devising business expansion plans of
the Group. Mr. Gozashti graduated with a bachelor degree of Science
in Business Administration (marketing) from San Francisco State
University in California of USA in May 1989. Mr. Gozashti has about
20 years of experience in design and product development. Before
he founded the Group with Mr. Tien in 2001, he had also created
and launched the apparel line “BLANC NOIR” through FG Industries,
Inc., which was a private company engaged in the apparel business
in the United States then wholly owned by Mr. Gozashti and was
subsequently dissolved in 2006 after transferring the “BLANC NOIR”
trademark to Runway Global Limited at a nominal consideration.

WITES
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Biographical Details of Directors and Senior Management &% k&R & 12 BB E15

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. TANG Tsz Kai, Kevin, aged 44, was appointed as an independent
non-executive Director on 22 November 2013. Mr. Tang obtained a
degree of Bachelor of Science from University of Toronto in November
1998, a Bachelor of Laws from City University of Hong Kong in
November 2004 and a Postgraduate Certificate in Laws from City
University of Hong Kong in September 2005. He has been a barrister-
at-law in private practising in Hong Kong since 2006, specialising in
criminal practice. He was also a part-time research assistant in City
University of Hong Kong in 2002.

Mr. TANG Shu Pui, Simon, aged 49, was appointed as an
independent non-executive Director on 22 November 2013. Mr. Tang
is a practising solicitor and an accredited mediator with the Hong Kong
International Arbitration Centre. Mr. Tang is currently a partner of P. C.
Woo & Co., Solicitors. Mr. Tang is a member of the Appeal Tribunal
of the Hong Kong Federation of Insurers, legal advisor to the General
Agents and Managers Association of Hong Kong, founding member
and council member of the Hong Kong Institute Patent Attorneys,
member of the Basic Law Promotion Steering Committee and member
of the Standing Committee on Standards and Development of the
Law Society of Hong Kong. Mr. Tang has been a visiting lecturer in
Intellectual Property Law in The Hong Kong Polytechnic University and
a part time lecturer in Hong Kong University School of Professional and
Continuing Education.

At P. C. Woo & Co., Solicitors, Mr. Tang has served clients that operate
in, among others, the apparel industry.

Mr. Tang was appointed as a non-executive director of Bestway
International Holdings Limited (stock code: 718), the shares of which
are listed on the Main Board of the Stock Exchange, with effect from
10 January 2013.

Mr. LAl Man Sing, aged 45, was appointed as an independent non-
executive Director on 22 November 2013.

He obtained his first degree from The London School of Economics
and Political Science, University of London, the United Kingdom in
August 1990 and earned a Master degree (long distance) in Business
Administration from University of Western Sydney, Australia in August
2007. He is a fellow member of the Hong Kong Institute of Certified
Public Accountants, also a fellow member of The Australian Society of
Certified Practising Accountants.
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Mr. Lai worked in the accounting field for over 20 years and he took
senior financial position for listed companies. From September 2007
to March 2008, he was the financial controller of Jetup Electronic
(Shenzhen) Co., Ltd., a subsidiary of J.I.C. Technology Company
Limited (now known as China Renewable Energy Investment Limited)
(stock code: 987, the shares of which are listed on the Main Board of
the Stock Exchange). He was responsible for producing accounting
reports, managing accounting operations and preparing budgets and
cashflow projections. Since March 2008, Mr. Lai has served as the
financial controller of Mainland Headwear Holdings Limited (stock code:
1100), the shares of which are listed on the Main Board of the Stock
Exchange. He was promoted to the position of chief financial officer in
February 2010 and has been in charge of the finance department up to
the present. In addition, Mr. Lai was an independent director of USmart
Mobile Device Inc. (previously known as ACL Semiconductors Inc.), a
company listed on the Over the Counter (OTC) markets in the United
States with stock code UMDI, from December 2010 to August 2013,
during which he also acted as the chairman of its audit committee.

SENIOR MANAGEMENT

Ms. Winnie TIEN, aged 43, is the chief administration officer and head
of quality control of the Group principally responsible for overseeing
the Group’s administrative matters and quality control. Ms. Tien joined
the Group on 8 October 2001. Ms. Tien completed a professional
diploma course in human resource management (PRC) organised
by the Hong Kong Productivity Council in March 2009. Ms. Tien has
been participating in the management of the Group’s overall operation
for over 10 years. She has been primarily responsible for the Group’s
supervision, quality control, administration and management. Ms. Tien
is a sister of Mr. Tien, an executive Director.

Mr. CHAN Ka Yu, aged 34, is the chief financial officer of the Group
and company secretary of the Company and Runway Global limited, an
indirect wholly owned subsidiary of the Company. Mr. Chan joined the
Group in late June 2013. He is responsible for overseeing the Group’s
financial reporting and company secretarial matters of the Group. Mr.
Chan graduated with a bachelor of commerce in accounting from the
Hong Kong Shue Yan University in October 2009. He is a member of
the Hong Kong Institute of Certified Public Accountants.

RAEERSFITETERD20F REWA
RIETEAMBEEL - B —ETEFh AR
Z2-2FTFTN\F=H - % &J.IC. Technology
Company Limited (3518 &+ Bl B £ 82 )R 1%
BERAGE) (BMDRSE 087« H D H B
RErERET) 2B AREEET OFII)
ERAFIZHBEE  BERBEGTRE
EReHEBRERMREVBREERRESR
BE - AT N\F-AM  BEE—HA
FREENE EIERAR AT (RH A5 - 1100 -
ERGREZFERET) 2MEEE - I
RZE—ZSF_AEAEUHHAE 5
25— EERMEEPT o boh - R
E-TFEL+-_RE_ZT—=F)\A " R%
4 A USmart Mobile Device Inc. ( A f8 ACL
Semiconductors Inc. © BREBISINZ FTH
B M2 RF - RORIRAUMDI) 2B E
- HR - BEENEFZRAFZIEREZE
EE o

EREEE

HEELL 435 SAEETBRAEERSR
HEZHNIE I2RAEEAKETHSE
BRmEERTE - BRETR_TF—F+
ANBMBEAREE - ARER-_TTNF=
AEEHEBLEEN(ERBRNBEARAL
EREBHEXUERE - BT 2EAKE
BELEERTEBRR10F REEEER
SEMNEE  mEEE TBREEEIE-
AR RRITESMRE MK

RRFRE 3458 RAKBEMBRER
ARREFHRRERAA (AR EZHEE
2EMBRR]) 2ARME - REER-F
—=FRNARNAREE - REEEBEARE
EHBRREARMEFE R -_TTN
FHA - BREEEEREEHCKRE - BB
ST ERE LR - RABTESHAEK

5 o

13



14

Runway Global Holdings Company Limited
Annual Report 2013

Biographical Details of Directors and Senior Management &% k&R & 12 BB E15

From September 2010 to April 2012, Mr. Chan was employed as a
senior accountant of JBPB &Company (“JBPB”) and his last position
was senior associate at BDO Limited (due to merger of business
between JBPB and BDO Limited). From May 2012 to April 2013,
he worked as an investor relations officer for Fantasia Group (China)
Company Limited, a subsidiary of Fantasia Holdings Group Co.,
Limited (stock code: 1777), the shares of which are listed on the Main
Board of the Stock Exchange.

Mr. David BLITZ, aged 45, is the Group’s head of sales and
marketing for the United States. Mr. Blitz joined the Group in April
2006. He is primarily responsible for overseeing the Group’s sales and
marketing activities in the US market and in particular, establishing and
maintaining customer relationship. Mr. David Blitz has accumulated
about 20 years of experience in the fashion industry. Prior to joining the
Group, Mr. David Blitz worked in G-Il Apparel Group from June 1992
to January 1997. He worked in Amerex Group LLC, an international
apparel company, from January 1997 to July 2006. Mr. David Blitz
graduated from the University of South Florida with a Bachelor Degree
of Science (Business Administration).

Ms. LI Yinzhen, aged 45, is the head of Jiaxing Runway Global
Garment Limited (“Runway Jiaxing”), an indirect wholly owned
subsidiary of the Company, principally responsible for overall
management of the manufacturing operation of Runway Jiaxing. Ms. Li
has more than 12 years of experience in apparel manufacturing in the
PRC. Before Ms. Li joined the Group in April 2006, she worked at Sky
Voice International Company Limited, an apparel manufacturer, from
2000 to 2005.

Ms. MA Wing Sze, aged 43, is the Group’s assistant merchandising
manager principally responsible for merchandising. Ms. Ma joined the
Group on 22 October 2001. Ms. Ma has over 20 years of experience
in merchandising and marketing in the apparel industry. Prior to joining
of the Group, Ms. Ma worked as a merchandiser from 1991 to 2001
for companies including Atex Garments Limited and Rena Gabriel HK
Limited.
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Ms. Sue McBRIDE, aged 37, is the Group’s senior designer. Ms.
McBride joined the Group in July 2008. She is primarily responsible for
the design and development of different types of apparel products of
the Group. Ms. McBride has about 11 years of experience in design
of garment. Prior to joining the Group, Ms. McBride was employed by
Guess Manufacturing Inc. from August 2002 to May 2008 and she held
the full-time position of senior designer.

Sue McBRIDEZ ' 375 AAEE S
WERETRD e McBride Z TR =2 T )\ F+ A
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McBride Z t BN —_EZE-_FNAEZZEZT
NFRAHMB IR Guess Manufacturing
Inc. » ETEBEAARETED o
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BEENWR DN

BUSINESS REVIEW

The Group is principally engaged in designing, manufacturing and
trading of apparels with a focus on women'’s fashion outerwear such as
coats and jackets, dresses, activewear, pants and jeans.

The Group’s turnover is principally derived from the sales of apparel
products. The Group’s products can be classified into two categories,
namely, private label products and own brand products. Private label
products are those designed and manufactured under the private
labels owned or specified by the Group’s customers, while own brand
products are those designed and manufactured under the Group’s
proprietary labels.

During the year, the Group’s revenue increased from approximately
HK$331,088,000 in year 2012 to approximately HK$360,707,000
in year 2013, representing an increase of approximately 8.9% in
comparison to that of year 2012, while profit attributable to the owners
of the Company decreased from approximately HK$23,152,000 in year
2012 to approximately HK$13,529,000 in year 2013, representing a
decrease of approximately 41.6% as compared to that of year 2012.
The decrease in profit attributable to the owners of the Company was
mainly attributable to the incurring of approximately HK$10,938,000
non-recurring listing expenses during the year.

PRIVATE LABEL PRODUCTS

Private label products continued to be the core business of the
Group, contributing to approximately 86.8% (2012: 88.6%) of the total
revenue of the Group for the year 2013. For the year 2013, revenue
from private label products increased by approximately 6.7% to
approximately HK$313,033,000 (2012: HK$293,249,000) while gross
profit also increased by 1.6% to approximately HK$70,183,000 (2012:
HK$69,094,000).

OWN BRAND PRODUCTS

Own brand products experienced a strong growth in the year 2013.
Own brand products accounted for approximately 13.2% (2012:
11.4%) of the total revenue of the Group for the year 2013. The
revenue as well as the gross profit from own brand products increased
significantly in the year 2013. For the year 2013, revenue from own
brand products increased by approximately 26.0% to approximately
HK$47,674,000 (2012: HK$37,839,000) while gross profit also
increased by approximately 21.7% to approximately HK$14,758,000
(2012: HK$12,128,000).
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SELLING AND DISTRIBUTION EXPENSES

Selling and distribution expenses mainly consist of (i) import duty;
(ii) transportation costs for delivery of the products; (iii) rental costs
of our showroom and staff cost for our sales representatives. The
selling and distribution expenses incurred in the reporting period were
approximately HK$22,850,000 (2012: HK$23,786,000).

ADMINISTRATIVE EXPENSES

Administrative expenses primarily consist of (i) staff costs; (ii) rental
expenses; (i) bank charges and (iv) depreciation of property, plant
and equipment. The administrative expenses for the year ended
31 December 2013 were approximately HK$44,464,000 (2012:
HK$30,482,000), increased by approximately 45.9% year on year
basis. The increase in administrative expenses is mainly attributable
to incurring non-recurring listing expenses of approximately
HK$10,938,000 for the listing of the shares of the Company on GEM.

LIQUIDITY AND FINANCIAL RESOURCES

During the year 2013, the Group maintained a healthy liquidity position,
with working capital financed by both internal resources and bank
borrowings. As at 31 December 2013, pledged bank deposits and
cash and cash equivalents amounted to approximately HK$60,457,000
(2012: HK$46,351,000). Total interest-bearing borrowings of the
Group as at 31 December 2013 was approximately HK$9,564,000
(2012: HK$2,478,000) of which approximately HK$7,370,000 (2012:
HK$1,308,000) would be repayable within one year and all the
remaining interest-bearing borrowings of approximately HK$2,194,000
(2012: HK$1,170,000) would be repayable after one year, based on
the scheduled repayment dates in the banking facilities and ignore the
effect of any repayment on demand clause. The current ratio of the
Group was approximately 1.78 (2012: 1.36).

GEARING RATIO

The gearing ratio of the Group, calculated as total interest-bearing
borrowings over total equity, was approximately 9.8% (2012: 4.4%) as
at 31 December 2013.
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TREASURY POLICY

The Group has adopted a prudent financial management approach
towards its treasury policies and thus maintained a healthy liquidity
position throughout the period under review. The Group strives
to reduce exposure to credit risk by performing ongoing credit
assessments and evaluations of the financial status of its customers. To
manage liquidity risk, the Board closely monitors the Group’s liquidity
position to ensure that the liquidity structure of the Group’s assets,
liabilities and other commitments can meet its funding requirements
from time to time.

MATERIAL ACQUISITIONS OR DISPOSALS OF
SUBSIDIARIES AND AFFILIATED COMPANIES

Other than in connection with the Group’s reorganisation (the
“Reorganisation”) for the listing of the shares of the Company on GEM
of the Stock Exchange on 3 December 2013, there was no material
acquisition or disposal of subsidiaries and affiliated companies during
the year ended 31 December 2013.

FOREIGN EXCHANGE EXPOSURE

The Group derives the majority of its revenue in US$ while substantial
portion of our costs are denominated in Renminbi (“RMB”).
Appreciation of RMB against US$ will therefore directly decrease the
profit margin of the Group if the Group is unable to increase the selling
prices of its products accordingly. If the Group increases the selling
prices of its products as a result of the appreciation of RMB, it may
in turn affect the Group’s competitiveness against other competitors.
To the extent that the Company needs to convert future financing into
RMB for the Group’s operations, appreciation of the RMB against
the relevant foreign currencies would have an adverse effect on the
purchasing power of the RMB amount that the Company would receive
from the conversion.

The exchange rates between RMB and US$ are subject to changes in
the PRC Government’s policies and international political and economic
conditions. Currently, there remains considerable international pressure
on the appreciation of RMB against US$.
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FOREIGN EXCHANGE EXPOSURE (Continueq)

As the appreciation of RMB against US$ has a negative impact on the
Group’s profit margin, during the reporting period, the Group entered
into certain foreign exchange structured forward contracts to hedge
against such currency risk. Despite the fact that the Group’s reporting
currency is HK$, our revenue is mainly denominated in US$ while
substantial portion of our costs are denominated in RMB. Therefore,
the Directors consider that using the RMB/US$ foreign exchange
structured forward contracts could hedge against the currency risk.

For accounting purpose, outstanding foreign exchange structured
forward contracts are stated at fair value in the consolidated statement
of financial position of the Group, and fluctuations of the exchange
rate of RMB/US$ will result in fair value gain/loss of derivative financial
instruments to be recognised in the consolidated statement of
comprehensive income of the Group.

In the financial year ended 31 December 2013, the Group recognised
HK$1,322,000 fair value gain of derivative financial instruments (2012:
HK$2,332,000) arisen from foreign exchange structured forward
contracts.

CAPITAL COMMITMENTS

As at 31 December 2013, the Group did not have any significant
capital commitment (2012: nil).

EMPLOYEES AND REMUNERATION POLICY

As at 31 December 2013, the Group had a total of 389 employees
(2012: 388 employees) (including Directors). Total staff costs (including
Directors’ emoluments) were approximately HK$46,034,000, as
compared to approximately HK$44,517,000 for the year ended
31 December 2012. Remuneration is determined with reference
to market norms as well as individual employees’ performance,
qualification and experience.

FUTURE PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

Save as disclosed in the Prospectus, the Group did not have other
plans for material investments and capital assets.

FINAL DIVIDEND

The Board of Directors did not recommend any payment of a final
dividend for the year ended 31 December 2013.
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COMPARISON OF BUSINESS OBJECTIVES WITH
ACTUAL BUSINESS PROGRESS

During the period from 20 November 2013 (the “Latest Practicable
Date”) as defined in the Prospectus to 31 December 2013, the net
proceeds from the Listing was applied as follows:

Further developing the own brand
products operation

E—TERBEMEERED

From the Latest Practicable
Date to 31 December 2013
BREWTEHE—_ZT—=F
+=-A=+—H

Set up a new marketing team with
about 1 to 2 staff to visit, make
presentations to, and develop
relationship with existing and
potential customers of the Group’s
own brand products.
RAFTEHEEE - BRI —ER
ZEIBTEEAREEBEmEE
miIR A BT P EH - ER
Sacava R

Participate in more trade fairs and
fashion shows to increase the
exposure of the brands owned by
the Group.
2HEFLEHREGLEER
IRAAREE BB RENAEE

Develop marketing plan for further
expansion of North America
market.
BTSSR E  E— T
itEMS

R ERRERETERNYL

moF—=F+—A=+8 (S&ATE
) (TRLPRER) E=B—=F 1A
=+—B - EEREREERIEA TR -

Actual business progress up to
31 December 2013
EE-ZE-=ZH+=H=+—H
NEREBER

The Group is in the progress of
recruiting more experienced and
high caliber marketing personnel.
rEEEEHREESKREYE
BENEHAR

The Group participated several
trade fairs and fashion shows in
2013 to increase our awareness in
the apparel industry.
AEER-_Z—=FL2EXZTE
e RIFER RS E MK
TERMEE

The Group is in the progress of
formulating market plans to further
explore the North America market.
REBIEHETISTEIAE—F
i ETIS
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Enhancing the Group’s
manufacturing facilities

MRASENEERIE

Further strengthening the Group’s
design capability
HE— IR EEHRAKF

Management Discussion and Analysis &% & &f3m & 2 1

From the Latest Practicable
Date to 31 December 2013
BEUTHHZE-_Z—=F
+=A=+—H

Obtain and review quotations and
detailed functional specifications
of the new production facilities
and equipment to enhance the
production efficiency and Capacity
S R 2 B R B e 3 A E Rk i f2
RN EERIRFENS - AR
MR RERE

Examine the state and condition
of the existing production facilities
to ascertain and develop time
schedule for replacement
WEIRA EE R B SR

RE - DAMERE Kl B R R

Recruit about 1 to 2 staff to
strengthen the design team
BEAN—ZEMABETI - sk
STERX

Commence the revamp of

the proprietary online product
development platform

Mt R BEEE FERFRETE

Actual business progress up to
31 December 2013
BEEF-ZE—=H+=-H=+—8H
WERXKER

The Group obtained several
quotations and detailed functional
specifications of the new
production facilities and equipment.
REBEVGE THE R EER

b MR BRI T BB R AR 5FIB

The Group started examining

the status of its production
machinery and equipment and is
in the progress of developing a
replacement plan and schedule.
Based on the Group’s assessment
the Group has purchased certain
production equipment and
machinery for the enhancement of
production efficiency and capacity.
REE RS H AR MR
PERIMAS - R IEHITE B ET 8l &
KAl - RIBAREEBFE - K
SEEEEE T HERB IS
LARR S A EE R KR EE B

The Group is in the progress of
recruiting more experienced and
high caliber design personnel.
REEFEREEZEREE
ERMRIAR

The Group started the revamp

the proprietary online product
development platform in December
2013.
AEBR-ZZT—=F+=AFA
NREBRLLERMETS
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FREERR
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USE OF PROCEEDS

During the period from 20 November 2013, the Latest Practicable Date
as defined in the Prospectus to 31 December 2013, the net proceeds

from the Listing were applied as follows:

Planned use

of proceeds

as stated in

the Prospectus
from the Latest
Practicable Date
to 31 December

Actual use

of proceeds
from the Latest
Practicable Date

2013 to 31 December
BRER 2013
Pt B 45 SR8 FriSFIE
RE#ETTEE RE&ETTEH
E-E-=F E-B-=F
+=—A=+—H +=-—B=+—H
W E A2 WERAR
HK$'000 HK$’000
FHET FAT
Further developing the Group’s own HE—HBRREAEEER
brand products operation TR mET 500 23
Enhancing the Group’s WRAEE W EERE
manufacturing facilities - 369
Further strengthening the Group’s E— SN AREER
design capability HEHKF 500 160

The business objectives, future plans and planned use of proceeds
as stated in the Prospectus were based on the best estimation and
assumption of future market conditions made by the Group at the time
of preparing the Prospectus while the proceeds were applied based on
the actual development of the Group’s business and the industry.
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Corporate Governance Report

Pursuant to Rule 18.44(2) of the Rules Governing the Listing of
Securities on the GEM of the Stock Exchange (the “GEM Listing
Rules”), the Board is pleased to present the corporate governance
report for the year ended 31 December 2013.

CODE ON CORPORATE GOVERNANCE PRACTICES

The Company is committed to achieving high standards of corporate
governance to safeguard the interests of its shareholders and to
enhance corporate value. The Company’s corporate governance
practices are based on the principles and code provision as set out in
the Code on Corporate Governance Practices (“CG code”) in Appendix
15 to the GEM Listing Rules.

Throughout the period from the listing of the Company’s shares on the
GEM the Stock Exchange on 3 December 2013 to 31 December 2013,
the Company has complied with the CG Code with the exception from
the deviation from the CG code provisions A.1.8 as explained below:

Under the CG code provision A.1.8, the Company should arrange
appropriate insurance cover in respect of legal action against its
directors. No insurance cover has been arranged for directors up to the
date of this announcement since the directors take the view that the
Company shall support directors arising from corporate activities.

CORPORATE GOVERNANCE STRUCTURE

The Board is primarily responsible for formulating strategies, monitoring
performance and managing risks of the Group. At the same time, it also
has the duty to enhance the effectiveness of the corporate governance
practices of the Group. Under the Board, there are four committees,
namely audit committee, remuneration committee, nomination
committee and corporate governance committee. All these committees
perform their distinct roles in accordance with their respective terms of
reference and assist the Board in supervising certain functions of the
senior management.

THE BOARD AND BOARD COMMITTEES

The Board currently comprises five Directors and their respective roles
are set out as follows:

EXECUTIVE DIRECTORS

Hubert Tien (Chairman)
Farzad Gozashti
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Tang Shu Pui, Simon
Tang Tsz Kai, Kevin
Lai Man Sing

Biographies of all directors are listed in Biographical Details of Directors
and Senior Management set out on pages 11 to 15.

The Board is primarily responsible for overseeing and supervising the
management of the business affairs and the overall performance of
the Group. The Board sets the Group’s values and standards and
ensures that the requisite financial and human resources support are in
place for the Group to achieve its objectives. The functions performed
by the Board include but not limited to formulating the Group’s
business strategies, reviewing the Group’s financial performance
and results, deciding all significant financial and operational issues
and monitoring; reviewing the Group’s internal control system and
corporate governance; and all other functions reserved to the Board
under the Company’s articles of association. In addition, the Board
delegates to the Group’s management certain functions include the
implementation of general daily operation, strategies approved by
the Board, the implementation of internal control procedures and
ensuring of compliance with relevant requirements and other rules and
regulations. The Board members have no financial, business, family or
other material/relevant relationships with each other. All the Directors
carry out their duties in good faith and in compliance with applicable
laws and regulations, taking decisions objectively and acting in the
interests of the Company and its shareholders at all times.

APPOINTMENT AND RE-ELECTION OF DIRECTORS

In compliance with Rules 5.05(1) and (2) of the GEM Listing Rules,
the Company has appointed sufficient number of independent non-
executive Directors with at least one of them having appropriate
professional qualifications or accounting or related financial
management expertise. The independent non-executive Directors,
together with the executive Directors, ensure that the Board prepares
its financial and other mandatory reports in strict compliance with the
relevant standards. The Company has received an annual confirmation
of independence from each of the independent non-executive Directors
and believes that their independence is in compliance the GEM Listing
Rules.
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Each of the executive Directors has entered into a service contract
with the Company for a period of three years commencing from 22
November 2013 and will continue thereafter until terminated by not
less three months’ notice in writing served by either party on the other
expiring at the end of the initial term or any time thereafter. Each of
the independent non-executive Directors has entered into a letter of
appointment with the Company on 22 November 2013. The letter of
appointment for each of the independent non-executive Directors is for
a term of three years unless terminated by either party giving at least
one month’s notice in writing.

In accordance with the articles of association, one-third of the Directors
are subject to retirement by rotation or, if their number is not three or
a multiple of three, then the number nearest to but not less than one-
third shall retire from the office and being eligible offer themselves for
re-election provided that every Director shall be subject to retirement
by rotation at least once every three years.

CHAIRMAN AND CHIEF MARKETING OFFICER

Mr. Hubert Tien, the Chairman provides leadership for the Board and
eusures that the Board works effectively and that all important issues
are discussed in a timely manner. Mr. Farzad Gozashti, the executive
Director and chief marketing officer of the Group, manages the
Company’s day-to-day businesses and implement major strategies
and policies of the Company. The responsibilities of the Chairman and
the chief marketing officer are clearly set out in their respective letters
of appointment. The positions of the Chairman and the chief marketing
officer are held by separate individuals so as to maintain an effective
segregation of duties.

DIRECTORS’ ATTENDANCE RECORD

The Board meets regularly for reviewing and approving the financial
and operating performance, and considering and approving the
overall strategies and policies of the Company. Additional meetings
are held when significant events or important issues are required to be
discussed and resolved.
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Due to the fact that the Company was listed on 3 December 2013,
only 1 Board meeting was held on 22 November 2013 (before the
Company listed on GEM). The attendance record of the Board meeting
is set out as follows:

Number of Board Meetings
attended/eligible to attend

EXECUTIVE DIRECTORS
Hubert Tien (Chairman) 1/1
Farzad Gozashti 1/1

INDEPENDENT NON-EXECUTIVE DIRECTORS

Tang Shu Pui, Simon 1/1
Tang Tsz Kai, Kevin 1/1
Lai Man Sing 1/1
GENERAL MEETINGS

From the Listing Date and up to the date of this annual report, no
general meeting was held.

AUDIT COMMITTEE

The Board has established an audit committee on 22 November 2013
with written terms of reference in compliance with the CG Code as
set out in Appendix 15 to the GEM Listing Rules. The audit committee
consists of three independent non-executive Directors, namely, Mr. Lai
Man Sing, Mr. Tang Tsz Kai, Kevin and Mr. Tang Shu Pui, Simon. Mr. Lai
Man Sing is the chairman of the audit committee. The audited annual
results of the Group for the year ended 31 December 2013 have been
reviewed by the audit committee members who have provided advice
and comments thereon.

The main duties of the audit committee include, among others:

- monitoring the integrity of the Company’s financial statements,
annual, interim and quarterly financial reports, and to review
significant financial reporting judgments and accounting policies
contained in them;

- reviewing and examining the effectiveness of internal control
measure;
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- responsible for making recommendations to the Board on the
appointment, reappointment and removal of the external auditor,
and to approve the remuneration and terms of engagement of
the external auditor;

- reporting the finding and recommendations to the Board on a
regular basis

No meeting was held by the audit committee during the year ended
31 December 2013 because the Company was listed on 3 December
2013. From the Listing Date and up to the date of this annual report,
one audit committee meeting was held to review and discuss with the
management of the Company and the external auditors the accounting
principles and practices adopted by the Group, as well as internal
controls and other financial reporting matters. The attendance records
of individual committee members are set out below:

Number of Meetings
attended/eligible to attend

Lai Man Sing 11
Tang Tsz Kai, Kevin 1/1
Tang Shu Pui, Simon 1Al

REMUNERATION COMMITTEE

The Board has established a remuneration committee on 22 November
2013 with written terms of reference in compliance with the CG Code
as set out in Appendix 15 to the GEM Listing Rules. The remuneration
committee consists of one executive Director, namely Mr. Hubert Tien,
and three independent non-executive Directors, namely, Mr. Tang Shu
Pui, Simon, Mr. Tang Tsz Kai, Kevin and Mr. Lai Man Sing. Mr. Tang
Shu Pui, Simon is the chairman of the remuneration committee.

The main duties of the remuneration committee include, among others:

- formulating remuneration policy for approval by the Board,
which shall take into consideration factors such as salaries paid
by comparable companies, time commitment, employment
conditions, and responsibilities, and individual performance of the
Directors, senior management, and the general staff;

- ensuring none of the Directors determine their own remuneration.
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No meeting was held by the remuneration committee during the year
ended 31 December 2013 because the Company was listed on 3
December 2013. From the Listing Date to the date of this annual
report, one meeting of the remuneration committee was held to,
amongst others, review and approve the remuneration packages of the
Directors and senior management of the Company. The attendance
records of individual committee members are as follows:

Number of Meetings
attended/eligible to attend

Tang Shu Pui, Simon 1/1
Hubert Tien 1/1
Lai Man Sing 11
Tang Tsz Kai, Kevin 1/1
NOMINATION COMMITTEE

The Board has established a nomination committee on 22 November
2013 with written terms of reference in compliance with the CG Code
as set out in Appendix 15 to the GEM Listing Rules. The nomination
committee consists of one executive Director, namely Mr. Hubert Tien,
and three independent non-executive Directors, namely, Mr. Lai Man
Sing, Mr. Tang Shu Pui, Simon, and Mr. Tang Tsz Kai, Kevin. Mr. Lai
Man Sing is the chairman of the nomination committee.

The main duties of the nomination committee include, among others:
= review the structure, size and composition of the Board;

i make recommendations to the Board on relevant matters relating
to the appointment or re-appointment of Directors.

- identify suitable and qualified individuals to become Board
members.
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No meeting was held by the nomination committee during the year
ended 31 December 2013 because the Company was listed on
3 December 2013. From the Listing Date to the date of this annual
report, one meeting of the nomination committee was held and the
attendance records of individual committee members are as follows:

Number of Meetings
attended/eligible to attend

Lai Man Sing 11
Hubert Tien 7
Tang Shu Pui, Simon i7al
Tang Tsz Kai, Kevin 1/1

CORPORATE GOVERNANCE COMMITTEE

The Board has established a corporate governance committee on 22
November 2013 with written terms of reference in compliance with
the CG Code as set out in Appendix 15 to the GEM Listing Rules. The
corporate governance committee consists of one executive Director,
namely Mr. Hubert Tien, three independent non-executive Directors,
namely, Mr. Tang Tsz Kai, Kevin, Mr. Lai Man Sing and Mr. Tang Shu
Pui, Simon, and the Company Secretary, namely, Chan Ka Yu. Mr. Tang
Tsz Kai, Kevin is the chairman of the corporate governance committee.

The main duties of the corporate governance committee include,
among others:

- develop and review the Group’s policies and practices on
corporate governance and make recommendations to the Board;

- review and monitor the training and continuous professional
development of directors and senior management;

- review and monitor the Group’s policies and practices on
compliance with legal and regulatory requirements;

- develop, review and monitor the code of conduct and compliance
manual (if any) applicable to employees and Directors; and

- review the Group’s compliance with the Code and disclosure in
the Corporate Governance Report.
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No meeting was held by the corporate governance committee during
the year ended 31 December 2013 because the Company was listed
on 3 December 2013. From the Listing Date to the date of this annual
report, one meeting of the corporate governance committee was held
and the attendance records of individual committee members are as
follows:

Number of Meetings
attended/eligible to attend

Tang Tsz Kai, Kevin 1/1
Hubert Tien 11
Tang Shu Pui, Simon 1/1
Lai Man Sing 1/1
Chan Ka Yu 11

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted Rules 5.48 to 5.67 of the GEM Listing
Rules as the code of conduct for dealing in securities of the Company
by the Directors (the “Required Standard of Dealings”). The Company
has confirmed, having made specific enquiry of the Directors, all the
Directors have complied with the Required Standard of Dealings
throughout the period from the Listing Date to 31 December 2013.

CONTINUOUS PROFESSIONAL DEVELOPMENT FOR
DIRECTORS

Prior to the Listing, all Directors have been given relevant guideline
materials and attended a training regarding the duties and
responsibilities of being a Director, the relevant laws and regulations
applicable to the Directors, duty of disclosure of interest of the Group.
Such induction materials and briefings will also be provided to newly
appointed Directors shortly upon their appointment as Directors.
Continuing briefings and professional development to Directors will be
arranged whenever necessary.

All Directors have provided record of training attendance and
the Company will continue to arrange and/or fund the training in
accordance with paragraph A.6.5 of the Code Provisions.
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AUDITOR’S STATEMENT AND THEIR REMUNERATION

During the year, the Company engaged BDO Limited as the external
auditor. Apart from providing audit services, BDO Limited also provided
non-audit services mainly in connection with the Listing. The fees paid/
payable to BDO Limited for the year ended 31 December 2013 are set
out as follows:
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Fee paid/payable

ot/ ENER

HK$’000

FAT

Audit services Bz 550

Non-audit services (Note) IEEAZ RS (MIRE) 1,840

Total st 2,390
Note: Apart from the provision of annual audit services, BDO Limited, the Group’s external it : BRIBEFEEZRBIN - AEBINEZER S

auditor, also provided other non-audit services and acted as reporting accountants
for the Company’s IPO.

INTERNAL CONTROL

Our Group highly values the importance of internal control and risk
management for the smooth running of its business. The Board is
responsible for maintaining a sound and effective internal control
system in order to safeguard the interests of the shareholders and
the assets of the Company against unauthorised use or disposition,
ensuring maintenance of proper books and records for the provision of
reliable financial information, and ensuring compliance with the relevant
rules and regulations.

The Board set up a corporate governance committee in 22 November
2018. The corporate governance committee is closely monitoring the
effectiveness of our internal control system and report to the Board
regularly. The corporate governance committee shall report any non-
compliance issues to the Board immediately once any non-compliance
issues are noted.

The Board is of the view that the Group’s internal control system
is effective and adequate. The Board will continue to assess the
effectiveness of internal control system by considering reviews and
recommendations made by the corporate governance committee and
senior management.
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DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparation of the
consolidated financial statements for the year ended 31 December
2013, which give a true and fair view of the state of affairs of the
Company and the Group’s results and cash flows for the year then
ended and properly prepared on going concern basis in accordance
with the applicable statutory requirements and accounting standards.
The Directors were not aware of any material uncertainties which may
affect the Company’s business or cast significant doubt upon the
Company’s ability to continue as a going concern.

SHAREHOLDERS’ RIGHTS

In accordance with the articles of association of the Company,
shareholders holding not less than 10% of the paid up capital of the
Company can convene an extraordinary general meeting by written
requisition to the Board or the Company Secretary. In addition,
shareholders can raise any questions relating to published information
and latest strategic plan of the Group with the Directors. Shareholders
are encouraged to participate in general meetings or to appoint proxies
to attend and vote at meetings for and on their behalf if they are unable
to attend the meetings. Shareholders can also submit enquiries to the
management and send proposals to be put forward at shareholders’
meeting to the Board or senior management by sending e-mails to
ir@runwayglobal.com

INVESTOR RELATIONS

The Board recognises the importance of good communications with
all shareholders. The Company believes that maintaining a high level
of transparency is a key to enhance investor relations. The Company
is committed to a policy of open and timely disclosure of corporate
information to its shareholders and public investors.

The Company maintains various communication channels with its
shareholders and the investment public to ensure that they are kept
abreast of the Company’s latest news and development. The Company
updates its shareholders on its development, financial results and major
events through its annual, interim and quarterly reports. All published
information is promptly uploaded to the website of the Company at
www.runwayglobal.com.
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The Board is pleased to present their first annual report together with
the consolidated financial statements of the Group for the year ended
31 December 2013.

The shares of the Company were listed on the GEM of the Stock
Exchange on 3 December 2013.

GROUP REORGANISATION

The Company is a limited liability company incorporated in the Cayman
Islands on 19 June 2013. Under the Reorganisation, which was
carried out for the purpose of rationalising the structure of the Group
in preparation for the placing of the shares of the Company on GEM
of the Stock Exchange and was completed on 22 November 2013,
the Company became the holding company of subsidiaries now
comprising the Group. Details of the Reorganisation are set out in the
Prospectus.

PRINCIPAL ACTIVITIES

The Group is principally engaged in designing, manufacturing and
trading of apparels. Details of the principal activities of the subsidiaries
of the Company are set out in note 19 to the financial statements.

SEGMENT INFORMATION

An analysis of the Group’s performance for the year by geographical
areas is set out in the note 6 to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2013 and its
state of affairs of the Group as at 31 December 2013 are set out in the
financial statements on pages 44 to 128.

The Directors do not recommend the payment of any final dividend for
the year ended 31 December 2013.

Directors’ Report
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FINANCIAL SUMMARY

A summary of the published results and of the assets and liabilities of
the Group for the past three years is set out in the financial summary
on page 6 of this annual report. This summary does not form part of
the audited financial statements in this annual report.

RESERVES

Details of the movements in the reserves of the Company and of the
Group during the year are set out in note 32 to the financial statements
and in the consolidated statement of changes in equity, respectively in
this annual report.

DISTRIBUTABLE RESERVES

As at 31 December 2013, the Company’s reserves available for
distribution to equity holders, comprising the share premium and
contributed surplus, amounted to approximately HK$93,262,000.

USE OF PROCEEDS

The Company was successfully listed on 3 December 2013. The
proceeds from the Company’s issuance of 150,000,000 new shares at
the time of the Listing amounted to approximately HK$35,732,000, net
of underwriting fees and other listing expenses. For further details of
the use of proceeds, please refer to the section headed “Future Plans
and Use of Proceeds” in the Prospectus. As of the date of this report,
the net proceeds have been used as set out in Use of Proceeds on
page 22 of this annual report and are placed on short-term interest-
bearing deposits with authorised financial institutions.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of Group
during the year are set out in note 17 to the financial statements of this
report.

SHARE CAPITAL

Details of movements in share capital of the Company during the year
are set out in note 31 to the financial statements.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
articles of association, or the laws of the Cayman Islands, which would
oblige the Company to offer new shares on a pro-rata basis to existing
shareholders.
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PURCHASE, REDEMPTION OR SALE OF THE
COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, redeemed
or sold any of the Company’s listed securities since the Listing Date
and up to the date of this annual report.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the Group’s major customers and suppliers are as
follows:

Sales

— The largest customer 34.2%
— The total of five largest customers 88.6%
Purchases

— The largest supplier 23.5%
— The total of five largest suppliers 54.0%

DIRECTORS

The Directors of the Company since the Listing Date and up to the
date of this annual report are:

EXECUTIVE DIRECTORS

Hubert Tien (Chairman) (appointed on 19 June 2013)

Farzad Gozashti (appointed on 19 June 2013)

INDEPENDENT NON-EXECUTIVE DIRECTORS

Tang Shu Pui, Simon (appointed on 22 November 2013)

Tang Tsz Kai, Kevin (appointed on 22 November 2013)

Lai Man Sing (appointed on 22 November 2013)

In accordance with articles 84(1) to 85 of the Company’s articles
of association, Hubert Tien and Tang Shu Pui, Simon will retire by
rotation and, being eligible, will offer themselves for re-election at the
forthcoming annual general meeting.
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INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company has received annual written confirmation from each of its
independent non-executive Directors in respect of their independence
with relevant requirements of the GEM Listing Rule and all independent
non-executive Directors are still being considered to be independent.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors has entered into a service contract with
the Company for an initial term of three years commencing from 22
November 2013 and renewable automatically until terminated by not
less than three months’ notice in writing served by either party on the
other expiring at the end of the initial term or any time thereafter. Each
of the independent non-executive Director has entered into a letter of
appointment with the Company on 22 November 2013. Each letter of
appointment is for an initial term commencing on the date of the letter
of appointment and shall continue thereafter subject to a maximum
of three years unless terminated by either party giving at least one
month’s notice in writing. In accordance with the articles of association,
one-third of the Directors are subject to retirement by rotation or, if their
number is not three or a multiple of three, then the number nearest to
but not less than one-third shall retire from the office and being eligible
offer themselves for re-election provided that every Director shall be
subject to retirement by rotation at least once every three years.

None of the Directors proposed for re-election at the annual general
meeting has entered into any service contract with the Company which
is not determinable by the Company within one year without payment
of compensation, other than statutory compensation.

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the directors of the Company and the senior
management of the Group are set out on pages 11 to 15 of this annual
report.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

No director had a material interest, either directly or indirectly, in
any contract of significance to business of the Group to which the
Company or any of its subsidiaries was a party during the year ended
December 20183.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 31 December 2013, the interests of the Directors and chief
executive of the Company in the shares, underlying shares and
debentures of the Company and its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (the “SFO”))
which were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they were taken or deemed to
have under such provisions of the SFO), or were required pursuant to
section 352 of the SFO, to be entered in the register referred to therein,
or were required, pursuant to Rules 5.46 to 5.67 of the GEM Listing
Rules, to be notified to the Company and the Stock Exchange were as
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follows: U
Long positions in Shares of the Company RAXBTRGBNEFR
Percentage of
Name Capacity/nature of interest Number of shares interests
A B, RmtEg RBEE EREDL
Mr. Hubert Tien Interest in controlled corporation (Note 1) 225,000,000 37.5%
= b RimEE R (ffat1)
Mr. Farzad Gozashti Interest in controlled corporation (Note 2) 225,000,000 37.5%
Farzad Gozashti %t 4 TEE R (Hat2)
Notes: BT
1. These shares are held by All Divine Limited, which is wholly owned by Mr. Hubert 1. #Z 5/ 7 B All Divine Limited #75 » QA1
Tien. By virtue of the SFO, Mr. Hubert Tien is deemed to be interested in the Bﬂﬂ%%?ﬁiiéhﬁ RIEEH RS G0
225,000,000 shares under the SFO. B2 3 St E 1 AR A5 B 225,000,000 AR AR 1) B
*%Eﬁ?& o
2. These shares are held by Fortune Zone Global Limited, which is wholly owned by 2. # % B 19 | Fortune Zone Global Limited

Mr. Farzad Gozashti. By virtue of the SFO, Mr. Farzad Gozashti is deemed to be
interested in the 225,000,000 shares under the SFO.

B #% A @ fFarzad Gozashtift 4 2 & #5
Ao REFEHLEE KD - Farzad Gozashti
SR HEAAR A 225,000,000 AR B2 A
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Save as disclosed above, as at 31 December 2013, none of the
Directors or chief executive of the Company had any interests or
short positions in the shares, underlying shares or debentures of the
Company or any of its associated corporations (within the meaning of
Part XV of the SFO) which would have to be notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests and short positions which he was taken
or deemed to have under such provisions of the SFO) or which was
required, pursuant to section 352 of the SFO, to be entered in the
register referred to therein, or pursuant to Rules 5.46 to 5.67 of the
GEM Listing Rules to be notified to the Company and the Stock
Exchange.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES

As at 31 December 2013, so far as it was known by or otherwise
notified to any Directors or the chief executive of the Company, the
particulars of the corporations or persons (other than the Directors or
the chief executive of the Company) which had 5% or more interests in
the Shares and the underlying Shares as recorded in the register kept
under section 336 of the SFO were as follows:
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Long positions in Shares of the Company REABRBHER
Percentage of

Name Capacity/nature of interest Number of shares interests
®E B RERHE RAEE ERADL
All Divine Limited Beneficial owner 225,000,000 37.5%
All Divine Limited BEmlEAA
Fortune Zone Global Limited Beneficial owner 225,000,000 37.5%
Fortune Zone Global Limited Bz %A A
Ms. Sallie Gozashti Interest of spouse (Note 1) 225,000,000 37.5%
Sallie Gozashti Z =+ Ao fBiEes (AraE1)

Note: BifaE

1. As Fortune Zone Global Limited is wholly and beneficial owned by Mr. Farzad 1. Fi7AFortune Zone Global Limited Fi Farzad

Gozashti, Ms. Sallie Gozashti, being the spouse of Mr. Farzad Gozashti, is deemed
to be interested in the 225,000,000 shares held by Fortune Zone Global Limited
under the SFO.

Gozashtie =2 B E#m FF A - Sallie Gozashti
%z + A Farzad Gozashti %t 4 #) Bc &+ 1R &
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Save as disclosed above, as at 31 December 2013, the Directors were
not aware of any other persons/entities (other than the Directors or
chief executive of the Company) who had interests or short positions
in the shares or underlying shares of the Company, its Group members
or associated corporations which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the
SFO or which were recorded in the register required to be kept by the
Company under Section 336 of the SFO.

EMOLUMENT POLICY

The remuneration committee was established for reviewing and
determining the remuneration and compensation packages of the
Directors with reference to their responsibilities, workload, the time
devoted to the Group and the performance of the Group. The Directors
may also receive options to be granted under a share option scheme.
The Company has conditionally adopted a share option scheme. The
details of the share option scheme are set out in the paragraph headed
“Share Option Scheme” below.

SHARE OPTION SCHEME

The share option scheme enables the Company to grant options to
any full-time or part-time employee of the Company or any member of
the Group (the “Eligible Participant”) as incentives or rewards for their
contributions to the Group, the Company conditionally adopted a share
option scheme (the “Scheme”) on 22 November 2013 whereby the
Board are authorised, at their absolute discretion and subject to the
terms of the Scheme, to grant options to subscribe for the shares of
the Company to the Eligible Participant. The Scheme will be valid and
effective for a period of ten years commencing from the Listing Date.

As at the date of this report, the total number of shares available for
issue under the Scheme is 60,000,000 shares, representing 10% of
the issued share capital of the Company.
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Upon acceptance of an option to subscribe for shares granted
pursuant to the Scheme (the “Option”), the Eligible Participant shall
pay HK$1.00 to the Company by way of consideration for the grant.
The Option will be offered for acceptance for a period of 21 days from
the date on which the Option is granted. The subscription price for the
shares subject to the Option will be a price determined by the Board
and notified to each Eligible Participant and shall be the highest of: (i)
the closing price of the shares as stated in the Stock Exchange’s daily
quotations sheet on the date of grant of the Option, which must be a
day on which trading of shares take place on the Stock Exchange (the
“Trading Day”); (ii) the average closing price of the shares as stated
in the Stock Exchange’s daily quotations sheets for the 5 Trading
Days immediately preceding the date of grant of the Option; and
(iii) the nominal value of a share. For the purpose of calculating the
subscription price, in the event that on the date of grant, the Company
has been listed on the Stock Exchange for less than 5 Trading Days,
the placing price shall be used as the closing price for any Trading Day
falling within the period before the Listing Date.

The Company shall be entitled to issue options, provided that the total
number of shares which may be issued upon exercise of all options to
be granted under the Scheme does not exceed 10% of the shares in
issue from the Listing Date. The Company may at any time refresh such
limit, subject to the shareholders’ approval and issue of a circular in
compliance with the GEM Listing Rules, provided that the total number
of shares which may be issued upon exercise of all outstanding options
granted and yet to be exercised under all the share option schemes
of the Company does not exceed 30% of the shares in issue at the
time. An option may be exercised in accordance with the terms of
the Scheme at any time during a period as the Board may determine
which shall not exceed ten years from the date of grant subject to
the provisions of early termination thereof. Since the adoption of the
Scheme and during the year, no share options were granted, exercised,
lapsed or cancelled, and as at 31 December 2013, no share options
under the Scheme were outstanding.

CONNECTED AND RELATED PARTY TRANSACTIONS

Details of the connected and related party transactions for the reporting
period are set out in note 35 to the financial statements of the annual
report. The connected and related party transactions are exempted
from the reporting, announcement and independent shareholders’
approval requirement under Chapter 18 of the GEM Listing Rules.
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COMPETITION AND CONFLICT OF INTERESTS

None of the Directors or substantial shareholders of the Company or
any of their respective associates has engaged in any business that
competes or may compete with the business of the Group or has any
other conflict of interests with the Group during the year.

COMPLIANCE ADVISER’S INTERESTS

As at 31 December 2013, except for the compliance adviser’s
agreement entered into between the Company and Messis Capital
Limited, the Company’s compliance adviser, on 26 November 2013,
neither the Company’s compliance adviser nor its directors, employees
or associates had any interest in the share capital of the Company or
any member of the Group (including options or rights to subscribe for
such securities) as notified by the Company’s compliance adviser.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the Directors, at least 25% of the Company’s
total issued share capital was held by the public as at the date of
this report. The Company has maintained a sufficient public float in
compliance with Rule 18.08B of the GEM Listing Rules.

CORPORATE GOVERNANCE

A report detailed corporate governance report is set out in pages 23 to
32 in this report.

AUDITOR

BDO Limited was appointed by the Directors as the first auditor of the
Company. The consolidated financial statements for the year ended 31
December 2013 have been audited by BDO Limited, who will retire, and
being eligible, offer themselves for re-appointment at the forthcoming
annual general meeting. A resolution for the re-appointment of BDO
Limited as auditor of the Company will be proposed at the forthcoming
annual general meeting.

By order of the Board
Runway Global Holdings Company Limited

Hubert Tien
Chairman
14 March 2014
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Independent Auditor’s Report
B A RS

To the shareholders of Runway Global Holdings Company Limited
(incorporated in Cayman Islands with limited liability)

We have audited the consolidated financial statements of Runway
Global Holdings Company Limited (the “Company”) and its subsidiaries
(together the “Group”) set out on pages 44 to 128, which comprise the
consolidated and company statements of financial position as at 31
December 2013, and the consolidated statement of comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and
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 the terms of our engagement,
and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

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.
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Independent Auditor’s Report (Continued) B #ZE MR E (&)

AUDITOR’S RESPONSIBILITY (Continueq)

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 judgment,
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.

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as at
31 December 2013 and of the Group’s profit and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

BDO Limited

Certified Public Accountants
Joanne Y.M. Hung

Practising Certificate no.: P05419

Hong Kong, 14 March 2014
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Consolidated Statement of Comprehensive Income

SEEEWER

For the year ended 31 December 2013 &=

—E=F+-RA=THIEFE

Notes
BaE

Revenue A 7
Cost of sales SHEMKA
Gross profit EF
Other income and gains E g A R e 8
Changes in fair value of derivative TEERIER

financial instruments NEEE) 23
Selling and distribution expenses HERDIHEER
Administrative expenses ITHAX
Finance costs BhE KA 9
Profit before income tax bR TS HE AR A 10
Income tax expense FriSifsz 13
Profit for the year attributable to VNN PN

the owners of the Company FE(RFEHH
Other comprehensive income, RABEEAEGEEM

net of tax, attributable to 2EKE (BRBER)

the owners of the Company
ltem that may be reclassified ARE#ABEHIEZE

subsequently to profit or loss: IEENER
Exchange gain on translation of BRE B INERS B TS R

financial statements of HOBE 5 U s

foreign operations
Total comprehensive income for the RARFEEAEBEEE

year attributable to the owners of 2HRRAEE

the Company
Earning per share attributable to ARATHEE AEML

the owners of the Company BRER 16

Basic and diluted earnings
per share (HK cents)

BREAREERN GBI

2013
HK$’000
TERT

360,707

(275,766)

84,941

189

1,322

(22,850)

(44,464)

(773)

18,365

(4,836)

13,529

2012
HK$'000

THAT
331,088
(249,866)

81,222

303

2,332
(23,786)
(30,482)
(1,288)
28,301

(5,149

23,152

141

23,298

5.14
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Consolidated Statement of Financial Position
e BB

As at 31 December 2013

Notes
s

ASSETS AND LIABILITIES EEREE
Non-current assets FRBEE
Property, plant and equipment Vs~ BB Rt 17
Payments for leasehold land held for REERLNTRHIEB AR

own use under operating leases FAE LR 18
Current assets REEE
Inventories FE 20
Trade and bill receivables B 5 EWRIA IR I 21
Deposits, prepayments and & BN

other receivables H b e I8 22
Derivative financial instruments PTESRTA 23
Pledged bank deposits BRI TR 24
Cash and cash equivalents e MReFEIER 25
Current liabilities RBEE
Trade and bill payables B S RIERENEE 26
Accruals, other payables and TRIRER - HthER

receipts in advance FRIA R TEWGRIA 27
Amounts due to directors Fﬁ’ﬂﬁé%mlﬁ 28
Interest-bearing borrowings STEEE 29
Provision for taxation IR
Net current assets REEEFE

Total assets less current liabilities

HEERRBAE

RIE

—=#+=A=+—§

2013 2012
HK$’000 HK$'000
FTHET T
18,373

2,140

20,513

18,486 27,275
77,635 49,575
19,577 13,196
1,396 1,486
9,420 8,801
51,037 37,550
177,551 137,883
73,431

20,899

2,515

2,060

2,340

101,245

36,638

57,151
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Consolidated Statement of Financial Position (Continued) =& B #&iRZ (&)

As at 31 December 2013 R-ZE—=F+-_A=+—H

2013
Notes HK$’000
s FExT
Non-current liabilities FRBEE
Interest-bearing borrowings SEEE 29
Net assets EEFE
EQUITY e
Equity attributable to the KATEE AELER
owners of the Company
Share capital [ 31
Reserves & 32
Total equity A
On behalf of the Board REESFE
Hubert Tien Farzad Gozashti
HEZ Farzad Gazashti
Director Director

BE BE

2012
HK$'000
TAT

418

56,733

3,008
53,725

56,733
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Statement of Financial Position

As at 31 December 2013

AR R
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2013

Notes HK$’000
BfaE FET

ASSETS AND LIABILITIES EERAE

Non-current assets FRBEE

Interests in subsidiaries RETB A B M RS 19

Current assets REBEE

Prepayments TERTFR 22

Cash and cash equivalents RekR&EMEER 25

Current liabilities REBEE

Other payables H A e IR 27

Amounts due to subsidiaries JEAST BT BB A &) FE 19

Net current assets RBEERE

Net assets EEZFE

EQUITY e

Equity attributable to the RATEE AEMLER

owners of the Company

Share capital (&N 31

Reserves e 32

Total equity FEREEE

On behalf of the Board REREFS
Hubert Tien Farzad Gozashti
HEZ Farzad Gozashti
Director Director
E BE
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Consolidated Statement of Changes in Equity
REEREER

For the year ended 31 December 2013 #HZE—FT—=F+_A=+—HILFE

Share Share Merger ~ Statutory Translation  Retained
capital  premium reserve reserve reserve  earnings Total
Bx  RBEE AHEE  GERE  AERE  REEA a%
HK$000  HK$000  HK$000  HK$000  HK$000  HK$000  HK$000
T TiEn FiEn T T TEn FiEn
(note 32(a)  (note 32(b)  (note 32(d))  (note 321e))
(MeE3o@)  (Wiskaol) (PsEaow)  (MsEa2ee)

At 1 January 2012 R=E-—F-F-H 3,008 - - 884 5324 32,510 41,726
Profit for the year EERT - - - - - 812 B1%2
Other comprehensive income Eth2Eks
- Exchange gain on translation of financial - AE G EBEHBRIE LG

statements of foreign operations - - - - 141 - 141
Total comprehensive income for the year  £E2HKRAE - - - - 141 23,152 23,293

Transaction with owners - Proft distrbution BB A 2% 5~ EAIAETINR

prior to the listing (note 15(0) (BrsE15() - - - - - (8,286 (8,286)
Proftt appropriation 1o reserve BEENRT - - - 351 - (351) -
At 31 December 2012 and 1 January 2013~ R=F-—#+-A=1-H

R=%-z%-F-H 3,008 - = 1,235 5465 47,025 56,733
Profit for the year T - - - - - 13529 13529
Other comprehensive income Ee2EkE
- Exchange gan on translation of financiel - AE SN E B BRRRE A e

statements of foreign operations - - - - 728 - 723
Total comprehensive income for the year  £E2HNRAE - - - - 723 13,529 14,252

Prof distrioution prior to the isting (note 15b)  EHATARARI R (3 15(0) - - -
Arising from the Reorganisation (note 31(c) ~ REEAE (Ri531(0)) (2,989) - 2988 - - - -

Capitalisation issue (note 31() BT (3Es1d) 4480 4,480) - - - - -
Share issued on placing, net of isting REEREARG  BIBLAAR

expenses (note 31(e) (P 31(e) 1,500 45,170 - - - - 46,670
Transactions with owners HEEAZRS 299 40,690 2,988 - - 030 26280
Proftt appropriation to reserve BEENRT - - - 484 - (484) -

At 31 December 2013 R-E-Z#+-F=t-A 6,000 40,690 2,988 1,119 6,188 39,680 97,265
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Consolidated Statement of Cash Flows

FERERER

For the year ended 31 December 2013 #HE-_FT—=F+_A=+—HILFE

2013 2012
Notes HK$’000 HK$’000
FfeE TERT TAT

Cash flows from operating activities

REREEBNRSRE

Profit before income tax MR FTISE A = 28,301
Adjustments for: B RIBFE -
Bank interest income RITH B A 8 (27)
Interest expenses ﬁc 18X 9 1,288
Amortisation of payments for leasehold RIEERHNTHEE RN
land held for own use under FAE A S8R
operating leases 10 54 54
Depreciation of property, VI BERRETE
plant and equipment 10 2,668 3,227
Gain on disposals of property, HEDE - WE M EREWRE
plant and equipment 10 ()] @)
Changes in fair value of derivative PTESMTANATFES
financial instruments (1,322) (2,332
Operating profit before working EBE BRI EEF
capital changes 20,473 30,509
Decrease/(Increase) in inventories FERL, () 9,045 (3,370)
Increase in trade and bill receivables 25 FEH&,TAIE&FEHQKTF 0 (28,030) (9,460)
(Increase)/Decrease in deposits, %Re - AR R EAEKGRIE
prepayments and other receivables (&) wd (5,723) 3,177
(Decrease)/Increase in trade B 5 e FhTE N e 2R
and bill payables Crtd) 1 (1,374) 5,873
(Decrease)/Increase in accruals, TEIRER - HfihENRIA
other payables and receipts in advance RalsRIE Grd) /1 (3,783) 5,087
Settlement of derivative financial instruments #T4 £ @t T A45E 1,412 2,323
Cash (used in)/generated from operations  45:& (FrA) /FT15IH& (7,980) 34,139
Income tax paid ERATSH (6,950) (4,344)
Net cash (used in)/generated from KESEE (FTA) FBRS3E
operating activities (14,930) 29,795
Cash flows from investing activities RERETHNESHRE
Purchases of property, plant and equipment BEE 3 « &= M&RE (1,278) 613)
Proceeds from disposals of property, HEWE - BERRESHIE
plant and equipment 54 7
Decrease in amounts due from directors ~ FEULE EHIER = 5,895
Increase in pledged bank deposits B RIRI TG N (2,709)
Interest received ERLE 56 27

Net cash (used in)/generated
from investing activities

BEEE (FA)
FrBR& R (1,708) 2,607
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Consolidated Statement of Cash Flows (Continued) %=

For the year ended 31 December 2013 HE-ZT—=F+_A=+—HItFE

Notes
s
Cash flows from financing activities REMETHNRESRE
Issue of ordinary shares on placing, LSBT E @A - kR ETH
net of listing expenses 53 31(e)
Dividend paid ERAR S 36
Interest paid BAFLE
Decrease in amounts due to directors FENEEZIER LD
Proceeds of interest-bearing borrowings STEEERERIE

Repayments of interest-bearing borrowings

BEFTEEE

Net cash generated from/(used in)
financing activities

MEEBAE (A REFE

Net increase in cash and cash
equivalents

Cash and cash equivalents
at beginning of the year
Effect of foreign exchange rates, net

RERRSEERBEMER

FORERREEEEE

P KRR

Cash and cash equivalents
at end of the year

FRRERREEHEER

BRERER 8)

2013
HK$’000
TR

46,670
(20,390)
(773)
(2,526)
139,765
(132,679)

2012
HK$'000
TAT

(2,286)
(1,288)
(3,489)
172,649
(174,502)

(8,916)

23,486

14,037
27

37,550
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Notes to the Financial Statements

GENERAL

The Company was incorporated as an exempted company with
limited liability in the Cayman Islands on 19 June 2013. The
registered office of the Company is at the offices of Codan Trust
Company (Cayman) Limited, Cricket Square, Hutchins Drive,
PO Box 2681, Grand Cayman, KY1-1111, Cayman Islands. The
Group is principally engaged in designing, manufacturing and
trading of apparels. There were no significant changes in the
Group’s business operation during the year.

Pursuant to a group reorganisation completed on 22 November
2013 (the “Reorganisation”) to rationalise the group structure
in preparation for the listing of the Company’s shares on the
GEM of the Stock Exchange, the Company became the holding
company of the Group. Details of the Reorganisation are set out
in the prospectus of the Company dated 27 November 2013 (the
“Prospectus”). The Company’s shares were listed on the GEM by
way of placing on 3 December 2013.

The financial statements for the year ended 31 December 2013
were approved for issue by the Board of Directors on 14 March
2014.

PRSI MR

31 December 2013 —F—=%+-_A=+—H

ANEER

ARARIRZE—=F A+ NLBEH
EHRETMKIABEREERAF -
AR B R 9% S BR 2 7 Codan Trust
Company (Cayman) Limited # 3 =
BE - Hb 4k & Cricket Square, Hutchins
Drive, PO Box 2681, Grand Cayman,
KY1-1111, Cayman Islands > X £
FERERNRE  HERES - K
FEMNESESENFTALEEAEE) o

RESFEHEERBEEARRKND
REZMAIER EMMR T —=%F
T-AZT-BAERNEERSEHE ([&
M) ARARBSREENEZERA
A BEEABERARRARA =T
— =+ AT+ tLtHNBKRER
([HERER]) - ARRNBROHR=F
—=F T - AZRAURESTAREIE
R

HE-F-—=F+-A=T—HL7F
EMHBRESR-T-—ME=A
+ B R I -
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31 December 2013

—E-ZFT-A=+-F

2. ADOPTION OF HONG KONG FINANCIAL REPORTING

STANDARDS (“HKFRSs”)

2.1 New/amended HKFRSs that have been
issued but are not yet effective

The accounting policies applied are consistent with those
used in preparing the Accountants’ Report included in

Appendix | to the Prospectus.

The following new/revised HKFRSs, potentially relevant to
the Group’s financial statements, have been issued, but are
not yet effective and have not been early adopted by the

Group.
HKFRS 9

Amendments to HKFRS 9,
HKFRS 7 and HKAS 39

Amendments to HKAS 32

Amendments to HKAS 36

Amendments to HKAS 39

HK(IFRIC) 21

HKFRSs (Amendments)

HKFRSs (Amendments)

or after 1 July 2014

Financial Instruments

Hedge Accounting

Presentation — Offsetting
Financial Assets and
Financial Liabilities '

Recoverable Amount
Disclosures for Non-
Financial Assets '

Novation of Derivatives and
Continuation of Hedge
Accounting '

Levies

Annual Improvements
2010-2012 Cycle °

Annual Improvements
2011-2013 Cycle ?

Effective for annual periods beginning on or after 1 January 2014
Effective for annual periods beginning on or after 1 July 2014

Effective for annual periods beginning, or transactions occurring, on

2.
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Notes to the Financial Statements B #%#& M7t

31 December 2013 —ZE—=F+—-_A=+—H

%= A
D

2. ADOPTION OF HONG KONG FINANCIAL REPORTING 2.
STANDARDS (“HKFRSs”) (continued)

= 3
Y

IRLE
] &

o A
i DF

< 44
E

7N

M;\/\
hiﬂﬂ&_';}-g\

2.1 New/amended HKFRSs that have been © FE (B i R A RV ET

issued but are not yet effective continueq)
HKFRS 9 — Financial Instruments

Under HKFRS 9, financial assets are classified into
financial assets measured at fair value or at amortised
cost depending on the entity’s business model for
managing the financial assets and the contractual cash
flow characteristics of the financial assets. Fair value gains
or losses will be recognised in profit or loss except for
those non-trade equity investments, which the entity will
have a choice to recognise the gains and losses in other
comprehensive income. HKFRS 9 carries forward the
recognition, classification and measurement requirements
for financial liabilities from HKAS 39, except for financial
liabilities that are designated at fair value through profit or
loss, where the amount of change in fair value attributable
to change in credit risk of that liability is recognised in other
comprehensive income unless that would create or enlarge
an accounting mismatch. In addition, HKFRS 9 retains
the requirements in HKAS 39 for derecognition of financial
assets and financial liabilities.

Amendments to HKFRS 9, HKFRS 7 and HKAS 39 —
Hedge Accounting

The amendments overhaul hedge accounting to allow
entities to better reflect their risk management activities
in financial statements. Changes included in HKFRS 9
to address the own credit risk issue on financial liabilities
designated at fair value through profit or loss can be
applied in isolation without the need to change any other
accounting for financial instruments. The amendments also
remove the 1 January 2015 effective date for HKFRS 9.
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31 December 2013 —ZE—=F+—-A=+—H

2. ADOPTION OF HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

2.1 New/amended HKFRSs that have been
issued but are not yet effective continueq)

Amendments to HKAS 32 — Presentation —
Offsetting Financial Assets and Financial Liabilities

The amendments clarify the offsetting requirements by
adding appliance guidance to HKAS 32 which clarifies
when an entity “currently has a legally enforceable right
to set off” and when a gross settlement mechanism is
considered equivalent to net settlement.

Amendments to HKAS 36 — Recoverable Amount
Disclosures for Non-Financial Assets

The amendments limit the requirements to disclose the
recoverable amount of an asset or cash generating unit
(“CGU") to those periods in which an impairment loss has
been recognised or reversed, and expand the disclosures
where the recoverable amount of impaired assets or CGUs
has been determined based on fair value less costs of
disposal.

Amendments to HKAS 39 — Novation of Derivatives
and Continuation of Hedge Accounting

The amendments provide relief from discontinuing hedge
accounting when novation of a hedging instrument to a
central counterparty meets specified criteria.

HK (IFRIC) 21 — Levies

HK (IFRIC) 21 clarifies that an entity recognises a liability to
pay a levy imposed by government when the activity that
triggers payment, as identified by the relevant legislation,
occurs.
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2.

Notes to the Financial Statements B #%#& M7t

ADOPTION OF HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

2.1 New/amended HKFRSs that have been
issued but are not yet effective continueq)

HKFRSs (Amendments) — Annual Improvements
2010-2012 Cycle and 2011-2013 Cycle

The amendments issued under the annual improvements
process make small, non-urgent charges to a number of
standards where they are currently unclear.

The directors of the Company anticipate that all of the
pronouncements will be adopted in the Group’s accounting
policy for the first period beginning after the effective date
of the pronouncement. The directors of the Company are
currently assessing the impact of other new and amended
HKFRSs upon initial application. So far, the directors of
the Company have preliminarily concluded that the initial
application of these new and amended HKFRSs is not
expected to have a material impact on the Group’s financial
statements.

BASIS OF PREPARATION

The financial statements have been prepared in accordance
with HKFRSs, which collective terms include all applicable
individual Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs”) and Interpretations issued by
the HKICPA. The financial statements also include the applicable
disclosure requirements of the Hong Kong Companies Ordinance
and the Rules Governing the Listing of Securities on the GEM of
the Stock Exchange.

The financial statements have been prepared under historical
cost convention, except for derivative financial instruments which
are stated at fair values.

31 December 2013
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BASIS OF PREPARATION (continue)

It should be noted that accounting estimates and assumptions
are used in the preparation of the financial statements. Although
these estimates are based on management’s best knowledge
and judgment of current events and actions, actual results may
ultimately differ from those estimates. The areas involving a higher
degree of judgment or complexity, or areas where assumptions
and estimates are significant to the financial statements are
disclosed in note 5.

The financial statements are presented in Hong Kong dollar
(“HK$”) which is also the functional currencies of the Company.
All values are rounded to the nearest thousand except when
otherwise indicated.

All the companies comprising the Group were controlled directly
or indirectly by Mr. Hubert Tien (“Mr. Tien”) and Mr. Farzad
Gozashti (“Mr. Gozashti”) (together the “Controlling Shareholders”)
and there were no changes in Controlling Shareholders’
control in these subsidiaries before and immediately after
the Reorganisation. For the purpose of management and
development of the Group, an agreement was reached among
the Controlling Shareholders when they first found the Group to
act together as a single group of shareholders to manage and
control the business and operations of the Group on collective
basis and the Controlling Shareholders make collective decisions
in respect of the financial and operating policies of the Group so
as to obtain economic benefits from the Group.

Accordingly, the consolidated financial statements have
been prepared using the merger basis of accounting as if the
Reorganisation had occurred as of the beginning of the earliest
period presented and the current group structure had always
been in existence.

The consolidated financial statements of the Group have been
prepared as if the Company has always been the holding
company of the Group. The results of the Group therefore
included the results of the Company and its subsidiaries with
effect from 1 January 2012 or since their respective dates of
incorporation/establishment, where it is a shorter period. In
the opinion of the directors of the Company, the consolidated
financial statements prepared on the above basis present more
fairly the results, cash flows and financial position of the Group as
a whole.
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Notes to the Financial Statements B #%#& M7t

BASIS OF PREPARATION (continuec)

The assets and liabilities of the companies comprising the Group
are combined using the existing book values. No amount is
recognised as consideration for goodwill or excess of acquirer’s
interest in the fair value of acquiree’s identifiable assets, liabilities
and contingent liabilities over cost at the time of common control
combination.

All intra-group transactions and balances have been eliminated in
preparing the consolidated financial statements.

Since the Company was incorporated on 19 June 2013, there
were no comparatives provided on the Company’s statement of
financial position.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The significant accounting policies adopted in the preparation of
the financial statements are summarised below. These policies
have been consistently applied to all the years presented unless
otherwise stated.

4.1 Basis of consolidation

The consolidated financial statements comprise the
financial statements of the Company and its subsidiaries
made up to 31 December each year.

Intra-group transactions, balances and unrealised gains
on transactions between group companies are eliminated
in preparing the consolidated financial statements. Where
unrealised losses on intra-group asset sales are reversed
on consolidation, the underlying asset is also tested
for impairment from the Group’s perspective. Amounts
reported in the financial statements of subsidiaries have
been adjusted where necessary to ensure consistency with
the accounting policies adopted by the Group.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.2

4.3

Subsidiaries

A subsidiary is an investee over which the Company is able
to exercise control. The Company controls an investee if
all three of the following elements are present: power over
the investee, exposure, or rights, to variable returns from
the investee, and the ability to use its power to affect those
variable returns. Control is reassessed whenever facts and
circumstances indicate that there may be a change in any
of these elements of control.

In the Company’s statement of financial position, interests
in subsidiaries are stated at cost less impairment loss, if
any. The results of subsidiaries are accounted for by the
Company on the basis of dividend received and receivable.

Foreign currencies

Transactions entered into by the group entities in
currencies other than the currency of the primary economic
environment in which it/they operate(s) (the “functional
currency”) are recorded at the rates ruling when the
transactions occur. Foreign currency monetary assets and
liabilities are translated at the rates ruling at the end of
reporting period. 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 at
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 except for differences arising on the
retranslation of non-monetary items in respect of which
gains and losses are recognised in other comprehensive
income, in which case, the exchange differences are also
recognised in other comprehensive income.
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Notes to the Financial Statements B #%#& M7t

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.3

44

Foreign currencies (Continued)

On consolidation, income and expense items of foreign
operations are translated into the presentation currency of
the Group (i.e. HK$) at the average exchange rates for the
year, unless exchange rates fluctuate significantly during
the period, in which case, the rates approximating to those
ruling when the transactions took place are used. All assets
and liabilities of foreign operations are translated at the rate
ruling at the end of reporting period. Exchange differences
arising, if any, are recognised in other comprehensive
income and accumulated in equity as translation reserve.

On disposal of a foreign operation, the cumulative
exchange differences recognised in the translation reserve
relating to that operation up to the date of disposal are
reclassified to profit or loss as part of the profit or loss on
disposal.

Property, plant and equipment

Property, plant and equipment are stated at cost
less accumulated depreciation and any accumulated
impairment losses. The cost of an item of property, plant
and equipment comprises its purchase price and any
directly attributable costs of bringing the asset to its
working condition and location for its intended use.

Depreciation is provided to write off the cost less their
estimated residual value over their estimated useful life,
using straight-line method as follows:

Buildings
Leasehold improvements

20 years
4 to 5 years, or over the lease
terms, whichever is shorter

Machinery
Furniture, fixtures

and office equipment
Motor vehicles

10 years
3 to 5 years

4 to 5 years
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31 December 2013
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4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.4

4.5

Property, plant and equipment continued)

The assets’ estimated residual values, estimated useful
lives and depreciation methods are reviewed, and adjusted
if appropriate, at least at the end of each reporting date.

Gain or loss arising on retirement or disposal is determined
as the difference between the sales proceeds and the
carrying amount of the asset and is recognised in profit or
loss.

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

Payments for leasehold land held for own
use under operating leases

Payments for leasehold land held for own use under
operating leases represent up-front payments to acquire
long-term interests in lessee-occupied properties. These
payments are stated at cost and are amortised over the
period of the lease on straight-line method as an expense.
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Notes to the Financial Statements B #%#& M7t

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.6 Leasing

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

The Group as lessee

Assets held under finance leases are initially recognised
as assets at their fair value or, if lower, the present value
of the minimum lease payments. The corresponding lease
commitment is shown as a liability. Lease payments are
analysed between capital and interest. The interest element
is charged to profit or loss over the period of the lease and
is calculated so that it represents a constant proportion of
the lease liability. The capital element reduces the balance
owed to the lessor.

The total rentals payable under the operating leases are
recognised in profit or loss on straight-line method over the
lease term. Lease incentives received are recognised as an
integrated part of the total rental expense, over the term of
the lease.

4.7 Financial instruments

(i)  Financial assets

The Group classifies its financial assets at initial
recognition, depending on the purpose for which
the asset was acquired. Financial assets at fair
value through profit or loss are initially measured at
fair value and all other financial assets are initially
measured at fair value plus transaction costs that are
directly attributable to the acquisition of the financial
assets. Regular way purchases or sales of financial
assets are recognised and derecognised on a trade
date basis. A regular way purchase or sale is a
purchase or sale of a financial asset under a contract
whose terms require delivery of the asset within the
time frame established generally by regulation or
convention in the marketplace concerned.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.7 Financial instruments (continued)

(i)

Financial assets (Continued)

Financial assets at fair value through profit or loss

These assets include financial assets held for
trading and financial assets designated upon initial
recognition as at fair value through profit or loss.
Financial assets are classified as held for trading if
they are acquired for the purpose of sale in the near
term. Derivatives are also classified as held for trading
unless they are designated as effective hedging
instruments or financial guarantee contracts.

Where a contract contains one or more embedded
derivatives, the entire hybrid contract may be
designated as a financial asset at fair value through
profit or loss, except where the embedded derivative
does not significantly modify the cash flows or it is
clear that separation of the embedded derivative is
prohibited.

Financial assets may be designated upon initial
recognition as at fair value through profit or loss
if the following criteria are met: (i) the designation
eliminates or significantly reduces the inconsistent
treatment that would otherwise arise from measuring
the assets or recognising gains or losses on them
on a different basis; (ii) the assets are part of a
group of financial assets which is managed and its
performance evaluated on a fair value basis according
to a documented management strategy; or (i) the
financial asset contains an embedded derivative that
would need to be separately recorded.

4, BEREFTBERME )

4.7 €®mI A (&)

()

MBEE (#)

UnFEtEAE
=R A E
HZEEBRRFIER M
& E RN Y56 HER A 1
BERNRFEFAERE
B AEHBRENMTE
E - WHEAENNEHE
HARBWMMEE - BIDE
BEFERS - STETATR
DERBFER S - IEHKE
EERERY T ASS
BERE BRI -

3A

fW—EEHNBEE XS
BEANEITHELIE  BER
BRABNARIEER/AA
FEAEEEHHAAZH
BREMMBEE - MR
ETETATEHRER
BEREAEBHARLE
LEDRAAEITTETANE
SUERSN

75 & LA T 6 - BRI A
VIRHERE M T E E L
ERANTEFELEZH
FEFAEHEE  ()Z08R
HERSKIER DI T RE
BN BEESRARLAE
P8O~ —RAKRT
&) R FEERIREN
SR FE YRR B IR BRI
RNEEEEE NFFHR
BH M5 EEHAR — &
oM EERR
BELIRNASITET
B



BB R A
—E-CFER

Notes to the Financial Statements B #%#& M7t

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.7 Financial instruments (continued)

(i)

Financial assets (Continued)

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

Subsequent to initial recognition, financial assets at
fair value through profit or loss are measured at fair
value, with changes in fair value recognised in profit
or loss in the period in which they arise.

Loans and receivables

These assets are non-derivative financial assets with
fixed or determinable payments that are not quoted
in an active market. They arise principally through
the provision of goods and services to customers
(trade debtors), and also incorporate other types of
contractual monetary asset. Subsequent to initial
recognition, they are carried at amortised cost using
the effective interest method, less any identified
impairment losses.

Cash and cash equivalents

Cash and cash equivalents, including cash and
bank balances, comprise cash on hand and
demand deposits and other short-term highly liquid
investments that are readily convertible to a known
amount of cash and are subject to an insignificant risk
of changes in value. For the purpose of cash flows
presentation, cash and cash equivalents include bank
overdrafts which are repayable on demand and form
an integral part of the Group’s cash management.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.7 Financial instruments (continued)

(ii)

Impairment loss on financial assets

The Group assesses, at the end of each reporting
period, whether there is any objective evidence that
financial asset is impaired. Financial asset is impaired
if there is objective evidence of impairment as a
result of one or more events that has occurred after
the initial recognition of the asset and that event
has an impact on the estimated future cash flows
of the financial asset that can be reliably estimated.
Evidence of impairment may include:

- significant financial difficulty of the debtor;

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

- granting concession to a debtor because of
debtor’s financial difficulty; and

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

For loans and receivables

An impairment loss is recognised in profit or loss
when there is objective evidence that the asset is
impaired, and is measured as the difference between
the asset’s carrying amount and the present value
of the estimated future cash flows discounted at the
original effective interest rate. The carrying amount
of financial asset is reduced through the use of an
allowance account. When any part of financial asset
is determined as uncollectible, it is written off against
the allowance account for the relevant financial asset.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING 4., BERETHRME @)

POLICIES (Continued)
4.7 Financial instruments (continued)
(iii)  Financial liabilities

47 €®TH (#)
(i) FEERE

The Group classifies its financial liabilities, depending
on the purpose for which the liabilities were incurred.
Financial liabilities at fair value through profit or
loss are initially measured at fair value and financial
liabilities at amortised costs are initially measured at
fair value, net of directly attributable costs incurred.

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss
include financial liabilities held for trading and financial
liabilities designated upon initial recognition as at fair
value through profit or loss.

Financial liabilities are classified as held for trading if
they are acquired for the purpose of sale in the near
term. Derivatives are also classified as held for trading
unless they are designated as effective hedging
instruments. Gains or losses on liabilities held for
trading are recognised in profit or loss.

Where a contract contains one or more embedded
derivatives, the entire hybrid contract may be
designated as a financial liability at fair value through
profit or loss, except where the embedded derivative
does not significantly modify the cash flows or it is
clear that separation of the embedded derivative is
prohibited.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.7 Financial instruments (continued)

(ifi)

Financial liabilities (Continued)

Financial liabilities at fair value through profit or loss
(Continued)

Financial liabilities may be designated upon initial
recognition as at fair value through profit or loss if the
following criteria are met: (i) the designation eliminates
or significantly reduces the inconsistent treatment that
would otherwise arise from measuring the liabilities
or recognising gains or losses on them on a different
basis; (i) the liabilities are part of a group of financial
liabilities which are managed and their performance
evaluated on a fair value basis, in accordance with
a documented risk management strategy; or (i) the
financial liability contains an embedded derivative that
would need to be separately recorded.

Subsequent to initial recognition, financial liabilities at
fair value through profit or loss are measured at fair
value, with changes in fair value recognised in profit
or loss in the period in which they arise.

Financial liabilities at amortised cost

The Group classifies its financial liabilities as financial
liabilities at amortised cost, including trade and bill
payables, accruals and other payables, amounts due
to directors and interest-bearing borrowings.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.7 Financial instruments (continued)
(iii)  Financial liabilities (Continued)

Financial liabilities at amortised cost (Continued)

(@)

Interest-bearing borrowings

Interest-bearing borrowings are recognised
initially at fair value, net of transaction costs
incurred. Interest-bearing borrowings are
subsequently stated at amortised cost; any
difference between the proceeds (net of
transaction costs) and the redemption value is
recognised in profit or loss over the period of
the loans using the effective interest method.

Interest-bearing borrowings are classified
as current liabilities unless the Group has an
unconditional right to defer settlement of the
liability for at least 12 months after the end of
each reporting period.

Other financial liabilities

All other financial liabilities are recognised initially
at their fair value, net of directly attributable
transaction costs incurred and subsequently
measured at amortised cost, using the effective
interest method.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.7 Financial instruments (continued)

(iv)

v)

(vi)

Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial asset
or financial liability and of allocating interest income
or interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts
estimated future cash receipts or payments through
the expected life of the financial asset or liability, or
where appropriate, a shorter period.

Equity instruments

Equity instruments issued by the Company are
recorded at the proceeds received, net of direct issue
costs.

Financial guarantee contracts

A financial guarantee contract is a contract that
requires the issuer to make specified payments to
reimburse the holder for a loss it incurs because a
specified debtor fails to make payment when due
in accordance with the original or modified terms of
a debt instrument. A financial guarantee contract
issued by the Group and not designated as at fair
value through profit or loss is recognised initially at
its fair value less transaction costs that are directly
attributable to the issue of the financial guarantee
contract. Subsequent to initial recognition, the Group
measures the financial guarantee contact at the
higher of: (i) the amount determined in accordance
with HKAS 37 Provisions, Contingent Liabilities
and Contingent Assets; and (i) the amount initially
recognised less, when appropriate, cumulative
amortisation recognised in accordance with HKAS 18
Revenue.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.7

4.8

4.9

Financial instruments (Continued)
(vii) Derecognition

The Group derecognises a financial asset when the
contractual rights to the future cash flows in relation
to the financial asset expire or when the financial
asset has been transferred and the transfer meets the
criteria for derecognition in accordance with HKAS
39.

Financial liabilities are derecognised when the
obligation specified in the relevant contract is
discharged, cancelled or expires.

Derivative financial instruments

Derivative financial instruments, in individual contracts or
separated from hybrid financial instruments, are initially
recognised at fair value on the date the derivative contract
is entered into and subsequently remeasured at fair value.
Derivatives that are not designated as hedging instruments
are accounted for as financial assets or financial liabilities at
fair value through profit or loss. Gains or losses arising from
changes in fair value are taken directly to profit or loss for
the year.

Inventories

Inventories are initially recognised at cost, and
subsequently at the lower of cost and net realisable value.
Cost comprises all costs of purchase, costs of conversion
and other costs incurred in bringing the inventories to
their present location and condition. Cost is calculated
using the weighted average method. Net realisable value
represents the estimated selling price in the ordinary course
of business less the estimated costs of completion and the
estimated costs necessary to make the sale.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.10 Share capital

411

Ordinary shares are classified as equity. Share capital is
determined using the nominal value of shares that have
been issued.

Any transaction costs associated with the issuing of shares
are deducted from share premium (net of any related
income tax benefit) to the extent they are incremental costs
directly attributable to the equity transaction.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable
for goods and services provided in the normal course of
business, net of return, discounts, rebate and sales related
taxes. Revenue from sales of goods is recognised on
transfer of risks and rewards of ownership, which is at the
time of delivery and the title is passed to customer.

Interest income is accrued on a time-proportion basis on
the principal outstanding at the applicable interest rate; and

Sample income is recognised at the time when the
transfer of significant risks and rewards of ownership to
the customer, this is usually taken as the time when the
samples are delivered and the customer has accepted the
samples.

4.12 Income taxes

Income taxes for the year comprise current tax and
deferred tax.

Current tax is based on the profit or loss from ordinary
activities adjusted for items that are non-assessable or
disallowable for income tax purposes and is calculated
using tax rates that have been enacted or substantively
enacted at the end of reporting period.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING 4., BERETHRME @)

POLICIES (Continued)

4.12 Income taxes (Continued) 412 FR8® (&)

Deferred tax is recognised in respect of temporary
differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the
corresponding amounts used for tax purposes. Except for
goodwill and recognised assets and liabilities that affect
neither accounting nor taxable profits, deferred tax liabilities
are recognised for all taxable temporary differences.
Deferred tax assets are recognised to the extent that it
is probable that taxable profits will be available against
which deductible temporary differences can be utilised.
Deferred tax is measured at the tax rates appropriate to the
expected manner in which the carrying amount of the asset
or liability is realised or settled and that have been enacted
or substantively enacted at the end of reporting period.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, except
where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future.

Income taxes are recognised in profit or loss except when
they relate to items recognised in other comprehensive
income in which case the taxes are also recognised in other
comprehensive income.

4.13 Employee benefit

(i)  Defined contribution retirement plan

The Group entities incorporated in Hong Kong
manages a defined contribution Mandatory Provident
Fund Scheme (the “MPF Scheme”), a defined
contribution scheme managed by an independent
trustee for those employees who are eligible to
participate in the MPF scheme. The Group makes
contributions based on a percentage of the eligible
employees’ salaries funded by the Group and are
charged to profit or loss as they become payable in
accordance with the rules of the MPF scheme.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.13 Employee benefit continuea)

(i)

(ii)

Defined contribution retirement plan (Continued)

The Group entities established in the People’s
Republic of China, excluding Hong Kong and Macau
(the “PRC”) make monthly contributions to a state-
sponsored defined contribution scheme for the
local staff. The contributions are made at a specific
percentage on the standard salary pursuant to laws
of the PRC and relevant regulation issued by local
social security authorities.

In addition, the Group entities incorporated in the
United States of America (the “USA”) make monthly
contributions to a defined contribution scheme under
federal program for the local staff. The Group makes
contributions based on a percentage of the local
staff’s funded by the Group and are charged to profit
or loss as they become payable in the rules of the
scheme.

Contributions to defined contribution retirement plans
are recognised as an expense in profit or loss when
the services are rendered by the employees.

Short-term employee benefits

Short-term employee benefits are employee benefits
(other than termination benefits) that are expected to
be settled wholly before twelve months after the end
of the annual reporting period in which the employees
render the related service.

Employee entitiements to annual leave are recognised
when they accrue to employees. A provision is made
for the estimated liability for annual leave as a result of
services rendered by employees up to the reporting
date.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING 4., BERETHRME @)

POLICIES (Continued)

4.13 Employee benefit (continued) 413 EEER (&)

(i)  Short-term employee benefits (Continued)

Non-accumulating compensated absences such as
sick leave and maternity leave are not recognised
until the time of leave.

(i)  Termination benefits

Termination benefits are payable when employment
is terminated by the Group before the normal
retirement date, or whenever an employee accepts
voluntary redundancy in exchange for these benefits.
Termination benefits are recognised on the earlier of
when the Group can no longer withdraw the offer
of those benefits and when the Group recognises
restructuring costs involving the payment of
termination benefits. Benefits falling due more than
twelve months after the reporting date are discounted
to their present value.

4.14 Impairment of other assets

At the end of each reporting period, the Group reviews
the carrying amounts of property, plant and equipment
and payments for leasehold land held for own use under
operating leases to determine whether there is any
indication that those assets have suffered an impairment
loss or an impairment loss previously recognised no longer
exists or may have decreased.

If the recoverable amount (i.e. the greater of the fair value
less costs to sell and value in use) of an asset is estimated
to be less than its carrying amount, the carrying amount
of the asset is reduced to its recoverable amount. An
impairment loss is recognised as an expense immediately.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.14 Impairment of other assets (continueq)

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, to the extent 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 in prior
years. A reversal of an impairment loss is recognised as
income immediately.

4.15 Capitalisation of borrowing costs

Borrowing costs attributable directly to the acquisition,
construction or production of qualifying assets which
require a substantial period of time to be ready for their
intended use or sale, are capitalised as part of the cost of
those assets. Income earned on temporary investments
of specific borrowings pending their expenditure on those
assets is deducted from borrowing costs capitalised. All
other borrowing costs are recognised in profit or loss in the
period in which they are incurred.

4.16 Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing
or amount when the Group has a legal or constructive
obligation arising as a result of a past event, which will
probably result in an outflow of economic benefits that can
be reasonably estimated.

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, the
existence of which 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.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING 4. EXEFBEHE &)
POLICIES (Continued)
4.17 Segment reporting 4.17 DEHE
The Group identifies operating segments and prepares AEBEFEHRGREERIRA
segment information based on the regular internal financial (MMITEE) RENBABE
information reported to the chief operating decision B AR SR A BB AN
maker i.e. the executive directors for their decisions about HOMERDIAIERTE - AR
resources allocation to the Group’s business components HERZEDENRIR - A
and for their review of the performance of those SHARBZSAHEDEED
components. The business components in the internal HRERDEER - AHLPBE
financial information reported to the executive directors are K 2WTRTEEHEBAERKTY
determined following the Group’s line of business. RBEAEENEBDIAEE ©
The measurement policies the Group uses for reporting AEBERAREWBEEBY R
segment results under HKFRS 8 are the same as those EHREAE B HIT D A EED
used in the financial statements prepared under HKFRSs. STREE - BRBREBMBE®RE
HEARRN SRR ARTAE —
o
4.18 Related parties 4.18 BAHE TS
(@) A person or a close member of that person’s family is @ fEATINER - ZBA
related to the Group if that person: THZBATHEHRE
EERRAEAEES
A
()  has control or joint control over the Group; () HAREEFEGIRE
Sl LRI
(i) has significant influence over the Group; or iy HEAEEFERY
27 %
(i) is a member of key management personnel of (i) ABEREBEHIARQT
the Group or the Company’s parent. RAIFEEEA
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4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
4.18 Related parties (continueq)

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

(i)

(v)

(vi)

(vii)

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

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

Both entities are joint ventures of the same third
party.

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

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

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

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

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.18 Related parties (continueq)

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
and include:

(i) that person’s children and spouse or domestic
partner;

(i) children of that person’s spouse or domestic partner;
and

(i)  dependents of that person or that person’s spouse or
domestic partner.

CRITICAL ACCOUNTING JUDGMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

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

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

Financial Statements B 7k & M5

31 December 2013 —ZE—=F+—-_A=+—H
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5. CRITICAL ACCOUNTING JUDGMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY (Continued)

(@)

(b)

()

Income taxes

Determining income tax provisions requires the Group
to make judgment on the future tax treatment of certain
transactions. The Group carefully evaluates tax implications
of transactions in accordance with prevailing tax regulations
and makes tax provisions accordingly. In addition, deferred
tax assets are recognised to the extent that it is probable
that future taxable profit will be available against which
the deductible temporary differences can be utilised. This
requires significant judgment on the tax treatments of
certain transactions and also assessment on the probability
that adequate future taxable profits will be available for the
deferred tax assets to be recovered.

Impairment of receivables

Provision policy for doubtful debts of the Group is
based on the ongoing evaluation of the collectability and
ageing analysis of the outstanding receivables and on
the management’s judgment. A considerable amount of
judgment is required in assessing the ultimate realisation
of these receivables, including creditworthiness and the
past collection history of each customer and the related
parties. If the financial conditions of the customers and
other debtors of the Group were to deteriorate, resulting in
an impairment of their ability to make payments, additional
impairment may be required.

Impairment of inventories

Management of the Group reviews the inventories at each
reporting date, and makes allowance for impairment of
obsolete, slow-moving and impaired items. Management
estimates the net realisable value for such inventories based
primarily on the expected future market conditions and the
estimated selling price. The Group makes allowance for
impairment if the net realisable value is below the carrying
amount.
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5. EEESTHERGETRE
EEENEERE 4)

(d TTEEMIANRFE

5. CRITICAL ACCOUNTING JUDGMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY (Continued)

(d) Fair value of derivatives financial

instruments

Derivative financial instruments included in the Group’s
financial statements require measurement at and disclosure
of fair value. The directors use their judgment in selecting
an appropriate valuation technique for derivative financial
instruments not quoted in an active market. Valuation
techniques commonly used by market practitioners are
applied.

The fair value measurement of the Group’s derivative
financial instruments utilises market observable inputs and
data as far as possible. Inputs used in determining fair
value measurements are categorised into different levels
based on how observable the inputs used in the valuation
technique utilised are (the fair value hierarchy):

° Level 1: Quoted prices in active markets for identical
items (unadjusted);

° Level 2: Observable direct or indirect inputs other
than Level 1 inputs;

° Level 3: Unobservable inputs (i.e. not derived from
market data).

The classification of an item into the above levels is based
on the lowest level of the inputs used that has a significant
effect on the fair value measurement of the item. Transfers
of items between levels are recognised in the period they
occur.
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5. CRITICAL ACCOUNTING JUDGMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY (Continued)

(e) Impairment of non-financial assets

(f)

The Group assesses at the end of each reporting period
whether there is an indication that an asset may be
impaired. If any such indication exists, the Group makes
an estimate of the recoverable amount of the asset. This
requires an estimation of the value-in-use of the CGU to
which the asset is allocated. Estimating the value-in-use
requires the Group to make an estimate of the expected
future cash flows from the CGU and also to choose a
suitable discount rate in order to calculate the present
value of those cash flows. A change in the estimated future
cash flows and/or the discount rate applied will result
in an adjustment to the estimated impairment provision
previously made.

Estimated useful lives of property, plant and
equipment

In determining the useful lives of property, plant and
equipment, the Group has to consider various factors, such
as expected usage of the asset, expected physical wear
and tear, the care and maintenance of the asset, and legal
or similar limits on the use of the asset. The estimation of
the useful life of the asset is made based on the experience
of the Group with similar assets that are used in a similar
way. Depreciation charge is revised if the estimated useful
lives of items of property, plant and equipment are different
from the previous estimation. Estimated useful lives are
reviewed, at the end of each reporting period, based on
changes in circumstances.
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Notes to the Financial Statements B #%#& M7t

SEGMENT INFORMATION

An operating segment is a component of the Group that is
engaged in business activities from which the Group may earn
revenue and incur expenses, and is identified on the basis of the
internal management reporting information that is provided to and
regularly reviewed by the Group’s chief operating decision maker
in order to allocate resources and assess performance of the
segment. For the year, the information reported to the executive
directors, who are the chief operating decision makers for the
purpose of resource allocation and assessment of performance,
do not contain profit or loss information of each product line
or geographical area and the executive directors reviewed
the financial result of the Group as a whole reported under
HKFRSs. Therefore, the executive directors have determined
that the Group has only one single business component/
reportable segment as the Group is only engaged in designing,
manufacturing and trading of apparels. The executive directors
allocate resources and assess performance on an aggregated
basis. Accordingly, no operating segment is presented.

The Company is an investment holding company and the
principal places of the Group’s operations are in the PRC and
Hong Kong. Management determines the Group is domiciled in
Hong Kong, which is the Group’s principal operating location.

The Group’s revenue from external customers is divided into the
following geographical areas:

31 December 2013 —ZE—=F+—-_A=+—H

D

&

=E
gaED T A S BN = REUR S &
SR RIEE M — (B4R AR
7 ARENRREERRABRER
NERERAMES D BB RS I REK
BAHEO N ER 2 HMER AEET
BELENE - WAFEMS - MH
REEEERRANNITERERIA
ERDAERDERRBAFENZE
B WRESRERRIIFILED
Bz ER > MATESSERIMERN
AEERBERABYBHREER 2R
MBERE B BERAKEERS
RERRE  HERED  HITESFR
REEBRBE—EAXBAEAKITD
22BN - ATESZREEED
REREFERR - Bt XLE27

@ A% A\ 3
g DES o

Fal

ARA B —EREZERRTR  MAK
BEENTIRHHBURPEARES -
EREEREEERAEBEREMAE
W TFRASENEREEE -

REBRBINREPORARIA T

=&

The USA EBH
Canada nEX
Others HbEIx

2013 2012
HK$’000 HK$’000

FET FET
232,553 217,669
123,372 109,495

4,782 3,924
360,707 331,088
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31 December 2013 —ZE—=F+—-A=+—H

SEGMENT INFORMATION (Continued)

Geographical location of external customers is based on the
location at which the customers are domiciled. No revenue was
attributable to Hong Kong, the place that the Group domiciled,
during the year (2012: nil).

The principal non-current assets held by the Group are located
in the PRC. Insignificant portion of the non-current assets is
located in Hong Kong, the place that the Group domiciled at the
reporting date.

The Group’s customer base is diversified and includes only the
following customers with whom transactions have exceeded
10% of the Group’s revenue. During the year, revenue derived
from these customers are as follows:

DESER (&)
SREFMMENEERERSEE
MBI - ARG EAEE N E B ES
FEBBRA (ZB——1F : &) -

AEBEFENTIEFRPEEILR
hE - RImEAY RBELEFERD
BEMNAEENEZLEE

AEENEFEREA ETRE
THEFNZHERBAEBBA
10% * AP+ REZEES KA
T

Customer A BEHR
Customer B BFE
Customer C 2ER
Customer D Z2ET

2013 2012
HK$’000 HK$’000
FHExT FAET
123,372 109,495
69,498 54,301
50,165 38,092
48,037 48,142

As at 31 December 2013, 74% (2012: 66%) of the Group’s trade
receivables was due from these customers.

REVENUE

Revenue, which is also the Group’s turnover, represents the sales
of apparels, net of return, discounts, rebate and sales related
taxes, during the year.

MN-E—=F+-"A=+—0 =
BEEMBERBSREAEERE S ER
FIET74% (ZZF——F : 66%) °

A

WA (TRAARERNEER) ERF
MREHERKHEA - T ERER
g0 Bk EEE R RROIA -
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31 December 2013 —ZE—=F+—-_A=+—H

H A & Wi

8. OTHER INCOME AND GAINS 8.
Gain on disposals of property, HEME - WEMEERE
plant and equipment
Interest income FBWA
Sample income EhrUA
Sundry income IR
9. FINANCE COSTS 9.

Interest expenses on interest-bearing T F AN FEEZEEEH
borrowings wholly repayable SFEEER R (M)
within five years (note)

Interest expenses on obligations BEMERENT SR
under finance leases

Note: The analysis shows the finance costs of interest-bearing borrowings,
including term loans which contain a repayment on demand clause, in
accordance with the agreed scheduled repayments dates set out in the
banking facilities. During the year, interest expenses on interest-bearing
borrowings which contain a repayment on demand clause amounted to
approximately HK$738,000 (2012: HK$977,000).

Mt -

2013 2012
HK$’000 HK$'000
THET THETT

269

303

2013 2012
HK$’000 HK$'000
TR THAT

EERMAMREIERTRERTINE H
R ER B ESIRETEEEOREARK
AN EREEEAERB B EEE
NHBEHER - FA - WA ERBAED
EHEE G HRT BB ENR B 0=
738,000/ 7T (=% — =4 : 977,000
AIT) ©
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31 December 2013 —ZE—=F+—-A=+—H

10. PROFIT BEFORE INCOME TAX

Profit before income tax is arrived at after charging/(crediting):

10. BRI HLATEF
RATEBATSFIENR, GIA) T
SIS TR :

Amortisation of payments for REEEBLHTHIEER
leasehold land held Copisi= kN EAE (3=
for own use under operating
leases

Auditor’s remuneration IZEEM B &

Cost of inventories recognised EHRBRAIHFEERAR

as expense

Depreciation of property, plant
and equipment

Losses on exchange differences, net

Gain on disposals of property, plant
and equipment

Operating lease charges in respect
of land and buildings

Employee benefit expenses
(including directors’ emoluments)
(note 11)

M - BB LREITE

M R E RIS
HEYE - BB k&K

THREFREROER

EERFFAE (BREESH)
(PfzE11)

2013 2012
HK$’000 HK$'000
FHT FHET
54 54

550 200
275,766 249,866
2,668 3,227
1,314 1,362

()] @)

3,366 3,197
44,517

11. EMPLOYEE BENEFIT EXPENSES (INCLUDING
DIRECTORS’ EMOLUMENTS)

1. EERAEX (BRESE
<)

Wages and salaries ITERES
Pension scheme contribution RIRGT BN - R ERKETE

— defined contribution plans

Other benefits H A E A

2013 2012
HK$’000 HK$'000
THET FHET
41,234 40,167
2,211 2,082
2,589 2,268
46,034 44,517
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12. DIRECTORS’ EMOLUMENTS AND FIVE HIGHEST
PAID INDIVIDUALS

(a) Directors’ emoluments

The emoluments of each of the directors for the year are

12. %EE&H%&E%%E%}?A

(a) ESM=
REBHMELESNHS

set out below: N
Salaries,
allowances
and benefits Pension
in kind scheme
Fees #4¢ #8  contributions Total
Fiok A RENER  BAGTEMN st
HK$'000 HK$'000 HK$'000 HK$'000
FEL TET FET FET
Year ended 31 December 2013 BZz-_F-=%#+_R
=t—HLEE
Executive directors: HITEE :
Mr. Tien Mkt - 1,519 15 1,534
Mr. Gozashti Gozashti 7t &£ - 1,534 - 1,534
- 3,053 15 3,068
Independlent non-executive directors: BV IFHTEE -
Mr. Lai Man Sing BXELE 13 - - 13
Mr. Tang Shu Pui, Simon iy 13 - - 13
Mr. Tang Tsz Kai, Kevin Hrkis 13 - - 13
39 - - 39
Total emoluments [ 39 3,053 15 3,107
Year ended 31 December 2012 BZ-ZT--F1+=H
=t—HLEE
Executive directors: HITEE -
Mr. Tien HEE - 1,376 14 1,390
Mr. Gozashti Gozashti £ 4 - 1,391 - 1,391
- 2,767 14 2,781
Independent non-executive directors: BV IFHITEE :
Mr. Lai Man Sing BYELE - - - -
Mr. Tang Shu Pui, Simon HEELE - - - -
Mr. Tang Tsz Kai, Kevin HFEEE - - - -
Total emoluments B¢ @5 - 2,767 14 2,781
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12. DIRECTORS’ EMOLUMENTS AND FIVE HIGHEST
PAID INDIVIDUALS (Continued)

(@)

(b)

Directors’ emoluments (Continued)

Mr. Tien and Mr. Gozashti were appointed as the executive
directors of the Company on 19 June 2013. Mr. Lai Man
Sing, Mr. Tang Shu Pui, Simon and Mr. Tang Tsz Kai, Kevin
were appointed as independent non-executive directors of
the Company on 22 November 2013.

Five highest paid individuals

The five highest paid individuals of the Group included 2
(2012: 2) directors for the year whose emoluments are
reflected in note 12(a).

The analysis of the emoluments of the remaining 3 (2012: 3)
highest paid individuals for the year, whose emoluments are
set out below:

12. EEMEREBREHFA
T &)

() EBME (@)

M % 4 K Gozashtie £ 97 —
T—=FXRNATNBEEZEAR
NAFITESE - BXESLLE -
B ERBTREEIR T
—ZFE+—A-+-_RAEZTA
RNARBIYIEHITES -

b) EBEEHFAL
AEEAEENTERSTFALT
BIEMZEE (ZE——F W
&) HFEE B KRR
12(a) °

HB=% (—F——F: =4)
BEHALIAEZOBE D
AR

2013 2012
HK$’000 HK$'000
TR THAT

Salaries, allowances and e R NEYEF
benefits in kind
Pension scheme contributions 3R {RKET &2

The above emoluments were within following bands:

Emolument bands B &0

Nil to HK$1,000,000 =% 1,000,000% 7T

HK$2,000,001 to 2,000,001 BLE
HK$2,500,000 2,500,000/ 7T

1,771

28

1,799

WA P& B A TN 85
No. of employees
EBEAH
2012
3
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12. DIRECTORS’ EMOLUMENTS AND FIVE HIGHEST
PAID INDIVIDUALS (Continued)

(c) During the year ended 31 December 2013, no director

Notes to the Financial Statements B #%#& M7t

31 December 2013

TR RS TV

12. EEERAERSHA

*+ ()

or any of the highest paid individuals waived or agreed to
waive any emoluments (2012: nil). No emoluments were
paid by the Group to the directors or any of the highest
paid individuals of the Group as an inducement to join or
upon joining the Group or as compensation for loss of

office for the year (2012: nil).

13. INCOME TAX EXPENSE

(c) REE-_Z—=F+-_/A=+—

HIEFE  BBEESHEAES
FATHEXREBETAME
(ZZE—ZF &) - ASEHE
mEFSNEAEEHATIZNE
e - ERAFEMAREE
LMABBEEE - SKBEBEE
(Z—=F :8|) -

13. RSB
2013
HK$'000
FHET

Current income tax charged

for the year:

Hong Kong profits tax
PRC enterprise income tax (“EIT”)
United States Federal

corporate income tax

REENHFEHRMAX

BAMER
REIEEMER (TREMERD
KRB B EEMSH

Deferred tax charged for the year AFEERLERTERY
(note 30) (F#5£30)
(i) British Virgin Islands (“BVI”) and the (i)

(ii)

Cayman Islands income tax

Pursuant to the rules and regulations of the BVI and the
Cayman Islands, the Group is not subject to any taxation
under these jurisdictions during the year (2012: nil).

Hong Kong profits tax

(ii)

Hong Kong profits tax is calculated at 16.5% (2012:
16.5%) on the estimated assessable profits for the year for
a subsidiary incorporated in Hong Kong.

2012
HK$’000
THAT

3,975
1,141

19

5,135

14

5,149

RBERERS (RE
HEZEE]) REAEH
EREH
RERBERRAE NSRS
BRATED] - AEERF RSB
BRI RS R AR TR
B (ZF——F  fE)

EARREBH
EAENGHEAFEER ST
it B 32 ED B B A B Y (A 5T B AR
B ME165%(ZF— 4 :
16.5%) 5T &

37



88

Runway Global Holdings Company Limited
Annual Report 2013

Notes to the Financial Statements B #&#&E Mt

31 December 2013 —ZE—=F+—-A=+—H

13. INCOME TAX EXPENSE (Continued)
(iii) PRC EIT

PRC EIT is provided at 25% (2012: 25%) on the estimated
assessable profits for the year for a subsidiary in the PRC.

(iv) PRC withholding income tax

Pursuant to the Detailed Implementation Regulations for
implementation of the new Corporate Income Tax Law
issued on 6 December 2007, a 10% withholding income
tax is levied on the dividends remitted by the companies
established in the PRC to their foreign investors starting
from 1 January 2008. Dividends coming from the profits
generated by the PRC companies after 1 January 2008
are subject to this withholding income tax. The withholding
income tax rate applicable to the Group is 5% (2012: 5%).

(v) United States Federal corporate income tax

United States Federal corporate income tax is calculated at
15% (2012: 15%) for the year on the estimated assessable
profits for a subsidiary incorporated in the USA.

A reconciliation of income tax expense applicable to profit before
income tax at the statutory tax rate to the income tax expense at
the effective tax rate is as follows:

13. IMEFHEAX (&)
(iii) TETEFEH
B R TSR Ty iR B B A
FANGE FE o i 51 SR % U 9
25% (=T — =4 : 25%) =tig
B

(iv) PEFEHNFREH
BERZETLF+ABHE
MEET R EPTIERUEE IR -

ZEENF-A—A - BY
FEFR BRI R BRI HGINEE
EEIRMHR B 10% K TEIN
iR - RZZEENF—HF—H
B ER T ELE BT RORE
EHMRMTEIFTSHE - AEEE
ARBEHRERERS% (ZF
—ZfF 1 5%) e

(v) EEIBFBEEMEH
AEE - KB ALEMSHIZ
PREBIF AR A BROfh
AHRERBUE M 16% (—F——
F15%) ;HE -

BORTE W R 5T H IR PSR M@
ROMERAX  SRERREEE
RIFFSHFA S SR T

2013 2012
HK$’000 HK$’000
TERT THAT

Profit before income tax MR BT S A

18,365 28,301

Tax calculated at the rates applicable LA AR A BETS al AR

to profits in the tax jurisdiction i F B R AT E /R IE
concerned
Tax effect of non-deductible expenses A~gE 0T B L BT 7S 22
Others Eith

Income tax expense FriS R
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14. LOSS ATTRIBUTABLE TO SHAREHOLDERS

During the year, loss attributable to shareholders includes an
amount of HK$11,011,000 (2012: nil) which has been dealt with
in the financial statements of the Company.

15.

DIVIDENDS

(@)

(b)

Dividend payable to the owners of the
Company attributable to the year:

No dividend was paid or proposed to the owners of the
Company during the year, nor has any dividend been
proposed since the end of reporting period and up to the
date of this report.

Dividends declared and paid to the then
owners of a subsidiary of the Group prior to
the completion of the Reorganisation:

During the year ended 31 December 2012, a subsidiary of
the Group declared and paid interim dividends of HK$2.76
per ordinary share (totaling HK$8,286,000) to its then
owners prior to the completion of the Reorganisation.

During the year ended 31 December 2013, a subsidiary
of the Group declared and paid interim dividends of
HK$0.13 per ordinary share (totaling HK$390,000) and
special dividends of HK$6.67 per ordinary share (totaling
HK$20,000,000) to its then owners prior to the completion
of the Reorganisation.

31 December 2013

ZEZEGREAE TV A

14. REREGEE

15.

nFE R

IR EMNBREBRE

11,011,000 70 (Z T — 4 : #) -
HERARB 2 HIEREPRIE

IRE

(a)

(b)

REEEAFAQRES
AWKRE :

BEERR BN FARE SR T4
NAEAA - BREFHKREER
HE HHEERREMRS -

REA TR AT EIRRIK
RFEAEEHRBELTN
EREBEANRE :
REE-_Z——F+-_A=+—
HIEFE  AEEWNBARIRE
MK ETEEEREES AT KRR
KT HR E R ERR2.76
77T (4251 8,286,000787T) °

REE-_Z—=F+-_A=+—
HIEFE  AEENBRRNE
HEKAIREZREES ATIERL
R AT AR B B E @ A% 0.13
75 70 (4851 3890,0007 7T) K
R B SR EBA% 6.67 BT (48
£+20,000,000/87T) °
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16. EARNINGS PER SHARE

The calculations of basic earnings per share are based on the
profit for the year attributable to the owners of the Company of
approximately HK$13,529,000 (2012: HK$23,152,000) and the
weighted average of 461,918,000 (2012: 450,000,000) shares in
issue during the year.

The number of shares used to calculate the basic earnings per
share for the year ended 31 December 2012 represents the
number of shares of the Company immediately prior to the listing
of the Company’s shares on the GEM as if the shares had been
in issue throughout the year ended 31 December 2012.

The weighted average number of shares used to calculate the
basic earnings per share for the year ended 31 December 2013
includes the weighted average of 11,918,000 shares issued
upon the placing of the Company’s shares on 3 December 2013,
in addition to the aforementioned 450,000,000 shares used in
the calculation of basic earnings per share for the year ended 31
December 2012.

Diluted earnings per share were same as the basic earnings
per share as there were no dilutive potential ordinary shares in
existence during the years.

16. BRER

BREXRFTIREARRRES AR
1R EE T4 13,529,000/ 7T (==
— Z—1F 23,152,000/ L) EFANE
AT AR 17 B h0 4 7 15 £0461,918,000
A% (—Z — — 4 : 450,000,000 %) &t

i
B o
B

BRitEaE_ZET——_+—-A
—t+—HLEFENTRERRN MR
MDEEHERARRBEARRRBKRN
REIER AT ARRNRMHEE -
BUZERBERBEE-_T—=F
+ A=+ —HIEBEFEEET -

ARstEEE—_Z—=%+= A
=+ —HIEFENETRERET M
BEHARMNBERER T —=F
+ZA=ZBEEARQARMOEEET
#911,918,000 B& B2 15 &9 pnAE F 19 £ -
HErEHE T ——F+=-A=1+—
BIEFENSRERBFIFAAN Ll
450,000,000 &A1 BR 4B

B 5 4 POt (B TS
R HEREERNEATRERR
7 o
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17. PROPERTY, PLANT AND EQUIPMENT - GROUP

31 December 2013 —ZF—

=

S AR AR Y=

17. % - BERSEE - X%

E3]
Furniture,
fixtures
and office
Leasehold equipment Motor
Buildings improvements  Machinery il - £8 vehicles Total
B HENEEE HE  RMAERG RE @5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEn TEL TEL TEL THL TE#R
At1 January 2012 R=%-=%-f-8
Cost KA 17,113 5828 3,300 7,808 1,364 35,422
Accumulated depreciation ZiNE (3,170) (4,058) (1,162) (5,519) (663) (14,572)
Net carrying amount RERE 13,943 1,770 2,147 2,289 701 20,850
Year ended 31 December 2012 B2-5-CF
TZA=T-ALEE
Opening net carrying amount EVRETE 13,943 1770 2,147 2,289 701 20,850
Addtions HE - - 274 339 - 613
Disposals e - - () - - ()
Depreciation ik (780) (1,024) (313 (927) (183) (3,227)
Exchange differences EizE 106 9 17 5 5 142
Closing carrying amount BREEE 13,269 795 2,120 1,706 523 18,373
At 31 December 2012 WZE-Zf#+ZB=+-H
and 1 January 2013 k=E-zE-f-H
Cost A 17,047 5,867 3,586 8,172 1072 35,944
Accumulated depreciation ZithE (3.978) (5,112) (1,466) (6,466) (549) (17.57)
Net carrying amount REFE 13,269 755 2,120 1,706 523 18,373
Year ended 31 December 2013 HE-B-=F
TZA=T-ALEE
Opening net carrying amount FREFE 13,269 756 2,120 1706 523 18,373
Additions RE - - 426 435 4“7 1,278
Disposals k= - - 21) Y (19) 45)
Depreciation ViF ] (784) (689) (328) (652) (215) (2,668)
Exchange differences EiZE 261 7 43 9 12 332
Closing carrying amount BREEE 12,746 3 2,240 1,489 722 17,210
At 31 December 2013 RZE-=F+ZB=1-H
Cost A 17,597 5,967 3,948 8,579 1,363 37,454
Accumulated depreciation ZiinE (4,851) (5,894) (1,708) (7,090) (641) (20,184)
Net carrying amount RETFE 12,746 73 2,240 1,489 722 17,270

91



92

Runway Global Holdings Company Limited
Annual Report 2013

Notes to the Financial Statements 817k 7+

31 December 2013 —ZE—=F+—-A=+—H

17. PROPERTY, PLANT AND EQUIPMENT - GROUP

(Continued)

At 31 December 2013, the Group’s buildings were situated in the
PRC and were held under medium-term (2012: medium-term)
leases.

At 31 December 2013, the Group’s buildings with carrying
amounts of approximately HK$6,800,000 (2012: nil) were
pledged for interest-bearing borrowings of approximately
HK$64,000 (2012: nil) (note 29(b)).

At 31 December 2013, the Group’s obligations under finance
leases (note 33(a)) were secured by the lessors’ title to the
leased assets, which have carrying amounts of approximately
HK$379,000 (2012: HK$607,000).

17. Y% - BMERRE - &K%

()
N-FE—=F+—-HA=+—H &E
BTG E - b AN (=
T - RETRL) B

R-ZE—=F+-A=+—8 K@\
{5 46,800,000 L (=T — = F :
/) NASENEFORIEF Bl
T EMEE#64,0008C (ZT——4 :
) (FI5E29(0)) °

N-_ZT—=F+=-A=+—H K&
EH B AT LAE (FTFES3() AR
ANEHEEEZ HAEAER  HIE
EEH R A4)379,0008 7T (ZB—=
£ : 607,000787T) °
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18. PAYMENTS FOR LEASEHOLD LAND HELD FOR
OWN USE UNDER OPERATING LEASES - GROUP

31 December 2013 —ZE—=F+—-_A=+—H

18. REEHN T HER A

HE LR - AEE
2013 2012
HK$000 HK$'000
THET FHET

Carrying amount at 1 January R—A—HE@EE
Amortisation #iH
Exchange differences R ERE

2,194
(54)
43

Carrying amount at 31 December R+ -A=+—B8EEE
Less: Current portion (note 22) B BERER S (B9RE22)

Non-current portion JEBNEAEE >

At 31 December 2013, the Group’s payments for leasehold land
held for own use under operating leases in the PRC were under
medium-term (2012: medium-term) leases.

At 31 December 2013, the Group’s payments for leasehold land
held for own use under operating leases amount of approximately
HK$2,183,000 (2012: nil) were pledged for interest-bearing
borrowings of approximately HK$64,000 (2012: nil) (note 29(0)).

19. INTERESTS IN SUBSIDIARIES — COMPANY

RN-B—=F+=-_A=+—H K&
EEFBEAGEEROTHEEBNE
Erifs WRBRY (Z2—=
& REAFLY) BT5L o

RZT—=F+=ZA=+—0 &%
EREERNTHIFERAMNEE LS
15 5 492,183,000 ¢ (—Z T — =
FE) BEIER REGHEEEYD
64,0007 (ZE—=4F « &) (M
29(b)) °

19. E_jéﬁﬂ‘E’D\ﬂE’\J*EE—ZIK’A

2013
HK$’000
FET

Unlisted shares, at cost JE TR « RAA

63,603
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31 December 2013 —ZE—=F+—-A=+—H

19. INTERESTS IN SUBSIDIARIES — COMPANY

(Continued)

At 31 December 2013, the Company has direct or indirect
interests in the following subsidiaries, all of which are private
companies with limited liability, the particulars of which are set

out as follows:

19. R B AR R — A A
7 (#)
NZE—=F+=—A=+—H0 &R
FARTHIMEBA TR EE B ELREE
% MABRERBATEAA
BRAT - BREAEERIINT :

Place/country of Particulars of Place of
incorporation/ issued Effective interest held  operation and
Name establishment paid-in capital by the Company principal activities
AR BRITR AAREEH
% RUNEE ER CHREHE BRER EEBURTEER
direct indirect
EE CiEE:
Great Entrepreneur BVI 4 ordinary shares of 100% - Investment holding in
Investments Limited EBEAREE United States dollar Hong Kong
(“Great Entrepreneur’) (‘US$") 1 each REBREER
Great Entrepreneur AR EREEET (%))
Investments Limited VR
([ Great Entrepreneur )
Transformed Holdings Limited ~ BVI 4 ordinary shares of 100% - Investment holding in
(“Transformed Holdings”) EBEANEE US$1 each Hong Kong
Transformed Holdings Limited 4REREE1ETH REBRELRR
([Transformed Holdings |) Limik
Runway Global Limited Hong Kong 3,000,000 ordinary shares of - 100% Investment holding and
(‘Runway HK”) % HK$1 each trading of apparels in
FrHRIERAF 3,000,000 (R GRRE(E 1B 7TH) Hong Kong
([EsEE]) i REEREBEREBKE S
Jiaxing Runway Global PRC US$2,000,000 - 100% Manufacturing and trading
Garment Limited H 2,000,000 7T of apparels in the PRC
B R ARED (22 8) RHERKREERES
BARRA]
Runway Fashions, Inc. USA 1,000 ordinary shares of - 100% Provision of designing,
(‘Runway US") e US$1 each marketing and advertising
Runway Fashions, Inc. 1,000 R EREE 1 ETH services in the USA
icEEi) i PEEHR R
5 e i R E SRS

Balance with subsidiaries were unsecured, interest free and

repayable on demand.

BRIE R FM AR RERR - %
BNMIRERERE -
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20. INVENTORIES — GROUP

20. FE—FKKEH

31 December 2013 —ZE—=F+—-_A=+—H

2013
HK$’000
THERT

2012
HK$'000
THETT

Raw materials and consumables JRE R M
Work in progress &M
Finished goods BIpK

5,383
2171
10,932

18,486 27,275

21. TRADE AND BILL RECEIVABLES — GROUP

21

8 5 P R R B R
- A%E

Trade receivables H 5 W GIE
Bill receivables JEM =

Trade receivables are recognised at their original invoice
amounts which represented their fair values at initial recognition.
The Group’s trade receivables are attributable to a number of
independent customers with credit terms. Bill receivables are
received from independent customers under the ordinary course
of business. The Group normally allows a credit period of 10 to
60 days (2012: 10 to 60 days) to its customers.

Trade and bill receivables are non-interest bearing. The directors
of the Company consider that the fair values of trade and bill
receivables which are expected to be recovered within one year
are not materially different from their carrying amounts because
these balances have short maturity periods at their inception.

2013 2012
HK$°000 HK$'000
THET TAET
71,048 41,683
6,587 7,992
77,635 49,575
B 5 R IAR R REER - Bl

LE SR ERVLHERENAF
B AEENESEUFEERZ A
EHEEHNBLIER - BKZEES
RBEEKBIEPEBE LR P WE -
REEBFEETEZPNT10E60K
(ZZE——%F : 10260X) HEEH -

B 5 RYFRA R EREE NG R - &
REAEERA  BHRUKBEREK
ER(EHEE-—FAKRE) AF
B BEHEAEYESAZR  BA
It AR IART RO HAR IR AT
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21. TRADE AND BILL RECEIVABLES - GROUP (Coniinveq) 21. EZ B AR E R EWE

Ageing analysis of trade receivables based on invoice date is as
follows:

B-A&£8 »
RIS RN P ERKEERS
ranT

2013 2012
HK$’000 HK$’000
TR TAT

0 to 30 days 0&30H
31 to 60 days 31E260H
61 to 90 days 61290H
91 to 180 days 912180 H
Over 180 days @180 H

11,606 8,334
34,529 20,065
22,364 9,208
2,412 3,881

137 95

71,048 41,583

At the reporting date, the Group reviewed trade receivables for
evidence of impairment on both individual and collective basis.
The Group recognised impairment loss on individual assessment
based on the accounting policy stated in note 4.7(ii). The Group
did not hold any collateral as security over the trade receivables.
However, the Group has entered into arrangements with a
financial institution in the USA and a bank in Hong Kong (which in
turn entered into certain arrangement with an insurance company
in this connection) which offered trade receivable credit protection
arrangement against the Group’s trade receivables for certain
major customers. As at 31 December 2013, trade receivables
of approximately HK$18,795,000 (2012: HK$14,536,000)
were under such arrangements of which if the Group ultimately
becomes unable to collect the trade receivables, the Group will
be entitled to receive compensation for the trade receivables from
the financial institution or the bank.

RREBH  AEEZRERMELE
HRGESEKFIE  UEHELE
TR ERRE - AEEIREWFE
A7(FTat g EHBUR - R ERIFEE
FRAERBERFE - AEETERE
SREWFIBFZ B EMAIERR - A
AEBERER —RS BB RES
—RIVITEI LT (Maz o RS &
FITAB L ERB AR YETE
B BETEIEEFms A4AEE
WE ZERFBRES S EKRFIER
BARE -R-_TE—=F+_A=+—
B+ #718,795,000/% T (ZZF— =4 :
14,536,000 7T) ME 5 EKHIAR
BBERHRE - Bt - IAKER
IRRREIREIE 5 EINEIE - AEE
BREZCRIEERRITHERES
FEUGRIBSS TS -



B W IREIE B R A A

—E-CFER

Notes to the Financial Statements B #%#& M7t

21. TRADE AND BILL RECEIVABLES — GROUP (continued)

Ageing analysis of trade receivables that were not impaired and

based on due dates is as follows:

31 December 2013 —ZE—=F+—-_A=+—H

1. ESERRERERE

B-xER 4w

W R E RAR B2 H B & & 5 R

ERREE DT AT

2013
QLY
TR

Neither past due nor impaired

Not more than 90 days past due

91 days to not more than 180 days
past due

181 days to not more than 1 year
past due

More than 1 year past due

N DI R )
BHATERIB 90 B
BEI91 HE BB 180
mE181 HE BB —F

BENES—F

39,134
31,557

265

19
73

Trade receivables which were neither past due nor impaired
related to customers for whom there was no recent history of

default.

Trade receivables that were past due but not impaired related to
a number of customers that had a good track record of credit
with the Group. Based on past credit history, the directors of the
Company believe 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 to

be fully recoverable.

2012
HK$’000
TAT

23,835
17,652

41,5883

SEARBEATNE BB 0 B 5 BB
KEVEP - 1930 M HE R N R RS

ﬁ,\< o

BHVEARREN B 5 YIRS &
MELEF  EAKEBHAGRIFE
ik - REBEERESL - ARRESF
RBBARIEFERIELRERE

RRARGEEERUEHRENES
MABBASRIDER A 2D -
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22. DEPOSITS, PREPAYMENTS AND OTHER
RECEIVABLES — GROUP AND COMPANY

Other receivables, gross HpfRUGKIE - 4258
Less: Provision for impairment losses ~ Ji : BB B

Other receivables, net HibfEGRIE - 558

Deposits b2

Prepayments SNBSS

Payments for leasehold land held REERNTRIEBRN
for own use under operating leases AE LR

Other receivables that were neither past due nor impaired related
to counterparties for whom there was no recent history of default.
The directors of the Company consider that other receivables
that were neither past due nor impaired at the reporting date
under review are of good credit quality.

22 BE - AARKEMEY
FE - AREERAEDF

The Group The Company
FEE KA

2013 2012 2013
HK$’000 HK$'000 HK$’000
TER TET FTER

18,323
(1,918)

16,405
1,870
1,248

BE R 780 B 71 R (8 L FE URRRIBS Ko
R ZEF - 9 AT EIE R 5K
ik ARAEERA - RERKRE
HTR R E MY EL A R UK TR - AT
BHHRE AR ABRFERER -
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31 December 2013 —ZE—=F+—-_A=+—H

DEPOSITS, PREPAYMENTS AND OTHER
RECEIVABLES — GROUP AND COMPANY (continue)

Movement in the provision for impairment of other receivables is as
follows:

22.

BE - ENRREMER
FE-AEBERAAT &)
o R B R B B T

At 1 January and 31 December W—A—HBHEkt+=-—A=+—H

2013 2012
HK$’000 HK$'000
THET FHT
1,918 1,018

The directors of the Company consider that the fair values of
other receivables which are expected to be recovered within
one year are not materially different from their carrying amounts
because these balances have short maturity periods at their
inception.

DERIVATIVE FINANCIAL INSTRUMENTS - GROUP

The Group uses foreign exchange structured forward contracts
to mitigate exchange rate exposure of US$ and Renminbi (‘RMB”)
against HK$. The foreign exchange structured forward contracts
are stated at fair value. During the year ended 31 December
2013, net fair value gain of approximately HK$1,322,000 (2012:
HK$2,332,000) was recognised and included in “changes in
fair value of derivative financial instruments” in the consolidated
statement of comprehensive income.

Normally, derivative financial instruments contracts entered into
by the Group are not traded on active markets. The fair values
of such contracts are determined by a firm of independent
professional valuers. The valuation is based on the underlying
conditions in the contracts and the market information at the
valuation dates.

23.

ARBEERR - HMEWHE (5B
Het—FAKRE) OAFE B
EEXEEXNER  ARLEHEHRE
IR EHARRIRAE o

fTE4MIAE-—&xER
NG B B ONEE R IR HA A AU LAUR
RETLRARE (ARE]) XET
ME R - INESEBHRIIANIE
NFEEIE - RBEE-T—=F1+=
A=+—HLLFE EBBERFATFE
B D RI%)1,322,0008 7T (ZF—=
% :2,332,00087T) - HEFTALSE
PEARSERTHITESRTANA
FEZEH]| A -

REEERNMSEE - 2FAHH
AFERA-RBELEEGHERRE
E o RERRIES HMERIR KA
BRI TIZERETT °
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23. DERIVATIVE FINANCIAL INSTRUMENTS - GROUP

(Continued)

During the year ended 31 December 2012, an independent
professional valuer compared the spot rate with the rate specified
in the structured forward contracts and determined the calculation
as specified in the structured forward contracts. The independent
professional valuers calculated the net cashflow of the structured
forward contracts for each trade date interval, assessed the
present value of net cashflow for each trade date interval and
derived the market value of the structured forward contracts as
at the valuation dates. The valuation of the structured forward
contracts required consideration of all pertinent factors affecting
the underlying value of the Group, which are the operations of its
business and ability to generate future investment returns. The
factors considered in the valuation including but not limited to
the history of the Group, the nature and the performance of the
Group’s business, the economic and industry outlooks affecting
the Group’s business, the historical data of the foreign exchange
market, the risks facing by the Group and the historical exchange
rates. The independent professional valuers assumed that there
will be no material changes from political, legal, economic or
financial aspects in the jurisdiction and no substantial market
fluctuation in the industry, current interest rates and foreign
currency rates in the jurisdiction which the Group currently runs
or intends to run its business which will materially affect the
revenue attributable to the Group.

As at 31 December 2013, an independent professional valuer
has estimated the forward rates based on historical spot rate
and other market available information, compared with the rates
specified in the structured forward contracts and determined the
payoff according to the terms and conditions in the structured
forward contracts. The future spot rate is affected by many factors
including interest rates from markets of which the currencies
are in interest, the directors believe that Monte-Carlo simulation
process more effectively demonstrates the fair value measurement
of derivative financial instruments. The independent professional
valuer also calculated the net cashflow of the structured forward
contracts for each settlement date, assessed the present value of
net cashflow for each settlement date and derived the fair values
of the strutured forward contracts as at the valuation dates. The
directors consider that the change in valuation technique does
not have material impact on the fair value measurements of the
derivative financial instruments.

This valuation approach maximises the use of observable market
inputs, including foreign currency rates and interest rates.

23.

fTE4MIAE-—&xER
(%&)
REBEE-ZT——F+=-A=+—H1
FE - BUBEGEMYERERLSRE
MERAAEHEMERENERIE—I
8 UHEBERBAHRNIETH
ESRMARTE - By EEGEMAE
B 5HHEMRERENEE RS
BHFRER  AEEF—XZHAHHE
BREFRESERMNEE  UEL4E
BERPANOREERENTE ¥
HEEMRAENGEE TEE—UF
BEREGHEMEME - DEENLEN
HRELERE BREE NRABREZ -
HEMEENEZBERTRANE
ENELEE - NEBEBHEE
=B HAEBEBELENLEN
TERS - INEMBHUESE - &
SEFEHARR  RBAER &
VHEEGEMERE  BEREAER
FEBUA » %6 EEKT R A ENE
FERE(L MALSEEREHLE
RBERREEBNZE R EERENTT
¥ BOMNERERFTIGHEEAT
HBRE  BEAEEMZRAZ TR
BRE-

R-ZT—=%+-A=+—0 " B
BEHEMCREFLREEEERRE
IS A B E R ERARER - WY
LL B R IIA LR RTRE 2 B K AR
BEBIERIE QT OGR RIGGE
Tz RRNEZZEARZEE
(BREZEENMISANENEK) &5
725 Monte-Carlo 18 #A 2 ¥ A Juth 78
TOTAESRMTAZ AFENE - By
EEAHEMIDTELERERBAE RN
BHEEAHZFHSRE  FELE
MHERBENSHEERPZFRETE
BEAREBEERBAONEERS
EEZRATE - EERAMERITE
PUWAELHTESBMTAE Y AT AR
SENEATE -

HETABHERAREEMA AT EEN
TSR - BRINEERFFE -
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Notes to the Financial Statements B #%#& M7t

PLEDGED BANK DEPOSITS — GROUP

At 31 December 2013, pledged bank deposits represented
deposits pledged to certain banks as securities for bill payables
(note 26) and interest-bearing borrowings of the Group (note
29(a)) (2012: bill payables).

At 31 December 2013, pledged bank deposits carried interest
at average market rates ranged from 0.3% to 2.8% (2012: 0.3%
to 2.8%) per annum and will be released upon the completion
of bill payables transactions and settlement of interest-bearing
borrowings. The carrying amount of the Group’s pledged bank
deposits are denominated in HK$ and RMB.

CASH AND CASH EQUIVALENTS — GROUP AND
COMPANY

Cash and cash equivalents represented cash at banks and in
hand. Cash at banks carried interest at average market rates
based on daily bank deposit rates. The bank balances were
deposited with creditworthy banks with no recent history of
default.

As at 31 December 2013, the Group had cash and cash
equivalents and pledged bank deposits denominated in
RMB amounting to approximately HK$7,567,000 (2012:
HK$5,755,000) which were placed with certain banks in the
PRC. RMB is not freely convertible into other currencies and
the remittance of funds out of the PRC is subject to exchange
restrictions imposed by the PRC government. Under the PRC’s
Foreign Exchange Control Regulations and Administration
of Settlement and Sales and Payment of Foreign Exchange
Regulations, the Group is permitted to exchange RMB for foreign
currencies through the banks that are authorised to conduct
foreign exchange business.

31 December 2013

24,

25.

ZEZEGREAE TV A

EEFBITER —FKEE
R-E—=+-_A=+—H0 B
PRI FHRECERTFTETET - £
BAEEMENEE (KE26) kit
BEE (MiF29@) (ZF—ZF : &
NEE) BRmEOTER -

R-B—=%F+-A=+—0 2§
HRITFERAN IS EEFNEGENT
03%E28%( T — —HF :03% %
2.8%) 7t B - BRENEER S TN
NEtBEEE AR IKE - A&
B EARITEROEAELETR
ARETIER -

BekBAEEEHEE &
SEEAAT

e RRSSEAREFARTIT
BORS - FARITHRLERTE
R HOH R 545 F 2k T aHE A
B o RITRTHERER AT RILE
S SR R A SRR IV RAT <

R-ZE—=%+-_A=+—8 K
SENRENRRSEEEE UL
ARBHEBEHEEBERITERY
/7,567,000 T (=& — = F:
5,755,000 7T) * IFRIFBISEAME
FiR1T - ARETEERABEME
s - R B SRR SN B R B
TR INE B S FEFEAR PR - BB ER
COMEBIRAEN) & (HEIE - SIE R
EEEHRTE)  NEEBESBERE
TTINEEBMIRITRARBEIRAR
HEE o
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26. TRADE AND BILL PAYABLES — GROUP 26. % E'az';@%'ﬁ RERENSE
— El
2013 2012
HK$’000 HK$’000
FHExT FAET
Trade payables B 5 NI 58,634 63,120
Bill payables FENEE 14,078 10,311
72,712 73,431
Credit periods of trade payables normally granted by its suppliers HENG TASEE S ENRIENGE
were ranging from 15 to 120 days (2012: from 15 to 120 days). BEH—ENF158120k (ZZE—=

F 1 15F]120K) ©

Ageing analysis of trade payables based on invoice date is as RIFZZANE ZENFIBRERS
follows: W
2013 2012
HK$’000 HK$'000
FHET FHT
0 to 30 days 02 30H 15,910 18,803
31 to 60 days 31E60H 21,228 11,678
61 to 90 days 61E90H 9,154 4,585
91 to 180 days 912180 H 11,215 13,251
Over 180 days HiEm180H 1,127 14,803
58,634 63,120
Bill payables are normally settled on 180 (2012: 180) days’ credit ENEEBEERI180KR (ZT——4F ¢
terms. Bill payables were secured by the Group’s pledged bank 180K) ME B ER&EMT o ETRIRLAR
deposits (note 24). SEMEEPRITHER (H5E24) &
Ro
All amounts are short-term and hence the carrying amounts FrBERIBHBREETE  AtEFE
of trade and bill payables are considered to be a reasonable NFIE R ENEBENREERRAH

approximation of their fair values. HAFESEBRE -
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27. ACCRUALS, OTHER PAYABLES AND RECEIPTSIN  27. FHIRE A - HtiEA R\

ADVANCE — GROUP AND COMPANY RAEWRE-REBERARK
YNE
The Group The Company
rEE KA

2013 2012 2013

HK$’000 HK$'000 HK$’000

THET FET THER
Accruals ERER 4,576
Other payables HAb R 11,770

Receipts in advance TEWRIA 832

The carrying amounts of accruals and other payables are short- TEIRE A R HMENRIBREEY B
term and hence their carrying values are considered to be a REIME  RtEREE#HRAERD
reasonable approximation of their fair values. FEEIZES °
28. AMOUNTS DUE TO DIRECTORS - GROUP 28. BENEENIE-—FKH
Amounts due to directors were unsecured, interest-free and ERNESHIBELAEERE 2B NER
repayable on demand. The balances have been settled after the ERMEE - BRGEHRON EMELEH -
Listing.
29. INTEREST-BEARING BORROWINGS — GROUP 20. FFEBE-—XEH
2013 2012
HK$’000 HK$’'000
FExT FAET
Current portion: ENHAEZR 5 :
Bank loans, secured and RITER - AR RER
guaranteed (note (a)) (K7E (@) —
Bank loans, secured (note (b)) IRITER - HEA (K15E D) -
Bank loans, guaranteed (note (c)) IRITER - BER (M) 1,828
1,828
Obligations under finance BEMHE&IE - i
leases, secured (note 33(a)) (FF5E33(a)) 232
2,060
Non-current portion: JEENHERER 2 -
Obligations under finance BEHE R - GiKE
leases, secured (note 33(a)) (FF7E33(@)) 418

2,478
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29.

INTEREST-BEARING BORROWINGS - GROUP
(Continued)

Notes:

(a) The bank loans were secured by pledged bank deposits with carrying
values of approximately HK$2,101,000 (2012: nil) (note 24) and personal
guarantees by the directors of the Company. The personal guarantees will
be subsequently replaced by corporate guarantee of the Company after the
date of this report.

(b) The bank loans were secured by the Group’s buildings (note 17) and
payments for leasehold land held for own use under operating leases
(note 18).

(c) As at 31 December 2013, the bank loans were secured by personal
guarantees by the directors of the Company, the Special Loan Guarantee
Scheme executed by the Government of Hong Kong Special Administrative
Region (“HKSAR”) and/or SME Financing Guarantee Scheme executed by
the Hong Kong Mortgage Corporation Limited (2012: personal guarantees
by the directors of the Company and the Special Loan Guarantee Scheme
executed by the Government of HKSAR). The personal guarantees will be
subsequently replaced by corporate guarantee of the Company after the
date of this report.

As at 31 December 2013, the current liabilities included interest-
bearing borrowings of approximately HK$2,022,000 (2012:
HK$752,000) that were not scheduled to repay within one
year. They are classified as current liabilities as the related loan
agreements contain a clause that provides the lenders with
an unconditional right to demand repayment at any time at its
own discretion. None of the portion of these interest-bearing
borrowings due for repayment after one year which contain a
repayment on demand clause and that is classified as current
liabilities is expected to be settled within one year.

9. ;TEBE-A&KEH )

B -

() HERTERCEDERRITER
{E%72,101,0008 L (ZF—=4F : 3%&)
(M3 24) RARNREENEAERIE
HIRTE o EARRECHRARE B AR
WARBE R BRI -

(b) REERTERCEAEENET (T
17) &E’\ﬁ“‘%ﬁﬁﬁ’]T?ﬂ’EEﬁﬁﬁ’ﬁEIﬁi
AR (ML 18) IRERE

(© RZIZT—=F+-A=+—H #%ER
TEFREARTESEAER  BBF
AITRE (TEBNE]) BUFE A
REERETER XEBRIBESE
RAR BT/ NEREERAS (=
T——F  ARREFEAERERE S
R BUR B e BE BRER 8] 12
HIRE - AARRBERARE BHIEK
WARBMRBEERDRL

RZE—=F+=ZA=+—8 " K&
ERBETIEEER —FREE T
S BB #2,022,0008 T (- T ——
1 752,00087L) - ZEEBENER
RBAE REABHERBEHE
3R BIERATES EIGHER - 7]
BEREERER - AR —FREE
ZHEBEE (RABREFIER)
kB ARBDABZHESEER
AT AR —FE RN -

—H?rﬂ]}\m]?/tg
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29. INTEREST-BEARING BORROWINGS — GROUP

(Continued)

Total current and non-current interest-bearing borrowings were
scheduled to repay as follows:

31 December 2013

29.

—®-=£+-A=t+-A

HEES-AEE @)

BVEA M FEBNERAT BE BB 2 AT E
SREEESIT

Within one year —FR

More than one year, —FRENBBRF
but not exceeding two years

More than two years, MEZRETBBRAE

but not exceeding five years

2013 2012
HK$’000 HK$'000
THET FHT
7,370 1,308
2,194 998
172

2,478

Note: The amounts due are based on the scheduled repayment dates in the
banking facilities and ignore the effect of any repayment on demand clause.

The interest-bearing borrowings carried interest at rates per
annum ranging as follows:

MiEE © ARFRDENRITRE < e EKA
B Y EEEEMNEZRERGERZE

€2 o
=

ARBEZFEXBEHIINT

2013 2012
Fixed-rate borrowings TEEE 6.0% t0 6.2% 6.0%
Variable-rate borrowings: FEEE
- Prime/standard rate of the banks - RITRIEREEER 2.8% t0 5.3% 5.8%
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30. DEFERRED TAX - GROUP

Details of the deferred tax liabilities of the Group recognised and

movements are as follows:

30. ELEHIE—XEE

CHER E’JZ!S'% ILLE%IEE%&R\‘E

Accelerated
depreciation

MEFTE

HK$’000

THT

At 1 January 2012 R F— 14
Deferred taxation charged to profit or loss (note 13)  REzEHIFR VIR Lfﬁlﬁ (BF5E13) (14)

At 31 December 2012, 1 January 2013 and
31 December 2013

R=FB-Z-%+=-A=t—H"
—2-=f-A-AR
—g-=f+t-A=+-H -

As at 31 December 2013, the aggregate amount of temporary
differences associated with the PRC subsidiary’s undistributed
retained earnings for which deferred tax liabilities have not
been recognised are approximately HK$10,309,000 (2012:
HK$6,015,000). No deferred tax liabilities have been recognised
in respect of these differences because the Group is in a
position to control the dividend policies of this subsidiary and
it is probable that such differences will not be reversed in the

foreseeable future.

The Group has estimated unrecognised tax losses of
approximately HK$73,000 (2012: nil) arising in Hong Kong
available to carry forward against future taxable income. No =)
deferred tax assets are recognised for tax losses carried forward
by the Company as it is not considered probable that taxable
profits will be available against which the tax losses can be

utilised. These tax losses have no expiry date.

AN-_E—=F+-_fA=+—H 4
B8 A BRI R D IR IR EE BB
%%Eﬂﬁaﬁ HuREREMETE
{IEBEE - 4 410,309,000/ T
—= f—i-amawmﬁﬁoﬁm
LETEWERER LL%/\“LIEQﬁ
EASE T ERIEGILHBA

12§ E@i@fi‘ﬁﬁﬁﬁa%ﬁﬁ—fﬁﬁﬁx
RATeE A ERME o

?a“ﬂlﬂl%

—

REBEHFEENES Z RERH
THE B 73,0008 L (ZTE—ZF :
A 4588 A DA 85 R R B AR B UK
Ao REERIEBEMS - AQF1
BREREEHIBEE  HRARF]
R A AT B B A FE AR B ) LA K 8
TIBEE - ZEHIEEET AR -
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31. SHARE CAPITAL 31. A&
The Group rEE
The share capital balance in the consolidated statement of RZE—=—F—A—HBERZZ—Z=F
financial position as at 1 January 2012 and 31 December 2012 T A=+ —BZEEMBRRESR
represented the issued share capital of Runway HK and Runway ZRAERIER A B RERER 2
us. BT o
The Company PN
Nominal value
Number of of ordinary
shares shares
RHEE ZREREE
HK$'000
FAT
Authorised: SEE
Ordinary shares of HK$0.01 each SRMEEOC.01 BT R
At 19 June 2013 RZE—=FA+NA
(date of incorporation) (note (a)) (FEfAkaz B A7) (FI&E (a)) 38,000,000 380
Increase in share capital on WZZE—=%+—HF=+=H
22 November 2013 (note (b)) R A A0 (T 5E (b)) 9,962,000,000 99,620
At 31 December 2013 HR-_ZB—=F+=-A=+—A8 10,000,000,000 100,000
Issued and fully paid: ERITRAR
Ordinary shares of HK$0.01 each FRREE0.01 BT E B
At 19 June 2013 RZZT—=F,A+hAB
(date of incorporation) (FEfAksz B 8 - -
Issuance of shares upon MR 31 TR (FitsE (a))
incorporation (note (a)) 2 -
Issuance of shares upon REAREITIRD (MR ()
the Reorganisation (note (c)) 1,999,998 20
Capitalisation issue (note (d)) BARMEETT (M () 448,000,000 4,480
Issuance of shares upon placing RECERETTIRG (HEE (e))
(note (g)) 150,000,000 1,500

At 31 December 2013

R-B—=%+=-A=+—H 600,000,000 6,000

107



108

Runway Global Holdings Company Limited
Annual Report 2013

Notes to the Financial Statements B #&#&E Mt

31 December 2013

—E-ZFTZA=T—H

31. SHARE CAPITAL (continued)

The

Notes:

(@

Company (continued)

The Company was incorporated in the Cayman Islands as an exempted
company with limited liability on 19 June 2013. As at the date of
incorporation, the Company had an authorised share capital of HK$380,000
divided into 38,000,000 ordinary shares of par value of HK$0.01 each. On
the same date, 1 ordinary share of the Company was allotted and issued
nil paid was transferred to All Divine Limited (“All Divine”) and Fortune Zone
Global Limited (“Fortune Zone”) respectively at nil consideration.

Pursuant to a written resolution passed on 22 November 2013,
the authorised share capital was increased from HK$380,000 to
HK$100,000,000 by creation of an additional 9,962,000,000 ordinary shares
of par value of HK$0.01 each.

On 22 November 2013, the Company acquired the entire issued share
capital of Great Entrepreneur from Mr. Tien and Mr. Gozashti. In exchange,
the Company allotted and issued 500,000 shares to each of All Divine and
Fortune Zone credited as fully paid under the instructions of Mr. Tien and Mr.
Gozashti respectively.

On the same date, the Company acquired the entire issued share capital
of Transformed Holdings from Mr. Tien and Mr. Gozashti. In exchange, the
Company allotted and issued 499,999 shares, credited as fully paid, to each
of All Divine and Fortune Zone and credited as fully paid at par the 1 nil paid
share held by each of All Divine and Fortune Zone under the instructions of
Mr. Tien and Mr. Gozashti respectively.

On 3 December 2013, 448,000,000 ordinary shares were allotted and
issued at par value of HK$0.01 each to All Divine and Fortune Zone as fully
paid at par by way of capitalisation of the sum of HK$4,480,000 debited to
the share premium account.

Pursuant to the share placing on 3 December 2013, 150,000,000 ordinary
shares of HK$0.01 each were issued at a price of HK$0.35 per share for
a total consideration (before expenses) of approximately HK$52,500,000.
Accordingly, the Company’s share capital increased by HK$1,500,000
and the balance of the proceeds of approximately HK$45,170,000, after
deducting the listing expenses of approximately HK$5,830,000, was
credited to the share premium account.

31. BA& (&
AT ()

McE

(@)

(b)

(©)

(d

)

ARERZZE—=FA+ILBERE
BEEM A EREERAT °
FEEMA BER - ARARIKEERA B
380,000/ T * 9 438,000,000 fi%
BREEOTATHEBER - RA » &
A EIEZRES R AI Divine Limited
([All Divine]) X FFortune Zone
Global Limited ([Fortune Zone) &%
1R E BL % MBI TR R BAR TR B AR -

BER-_T—=F+—A=+T-HRAA
M E MRS - #£15729,962,000,000
B & B EEOIE Tz T imAk:
% T B AN B $1380,00058 JT g 0 &
100,000,000 % 7T ©

RZFE—=F+—AB=+=B &2
& [A] F 55 4 K Gozashti 4t 4 Ug i Great
Entrepreneur 8] 2 5 2 2 7TARAS » AR
B M % 4 K Gozashti L £ BV IE R » o
Al A All Divine } Fortune Zone & & B2
2 347 500,000 A% A BR Y ESLR A%
PERZTHR

RE B+ KA &\ H 5t & & Gozashti
%t & Uy B Transformed Holdings /9
EHEEHTRA UREBEER
Gozashtist £ #) 38 &~ © £ 5l @Al
Divine & Fortune Zone & B Fd # [ %
#7499,999 IR A BRFIVER R MR 1D 1E /R
T4 0 I ¥ All Divine & Fortune Zone
FEERAEN 1 RARBRARMDIZEEBEA
BRFIVERLR -

T —-—=%+ -4 =8"
448,000,000 % & i % B % & §20.01
BT B E B AL 3 [ %47 T All Divine &
Fortune Zone * 314,480,000 % T
KRB T E NREERT ARG HER
YAHRE -

BER-ZT—=F+-A=RHETHR
B + 150,000,000 % &A% I € 0.01
BT EBREZRER.ISBETHE
BT BRARE (BRAXAD A
52,500,000 7T Bt + AN R AR
N3 401,500,000 7T © M AT1S F B
E84945,170,00078 7T (K40 EhFIX
#75,830,000/&7T) Bt ARG R ER °
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32. RESERVES - GROUP AND COMPANY 32. FE—AEERAAT
Details of the movements on the Group’s reserves are set out in REBERENEHFEINGEER
the consolidated statement of changes in equity. Details of the BEK o  AARIRENEHFEHT
movements on the Company'’s reserves are set out below: RN
The Company RAT]

Share Contributed Accumulated
premium surplus loss Total
R4 E BB RitER Bt
HK$'000 HK$'000 HK$'000 HK$'000
FET FET TET TET
(note (a)) (note ()

(H7E () (H5E(c))

At 19 June 2013 RZE—=F,A+TNAE

(date of incorporation) Gaijavazl:i) - - - -
Loss and total comprehensive rEEFERZARAESE

income for the year - - (11,011) (11,011)
Arising from the Reorganisation REEH (HFE31(0)

(note 31(c) - 63,583 - 63,583
Capitalisation issue (note 31(d)) BAMEET (MEE31(d) (4,480) - - (4,480)
Issuance of shares upon placing REEREITIRG

(note 31(e)) (FfEE31(e) 45170 - - 45,170
At 31 December 2013 R-ZE-=5+-RA=1+-H 40,690 63,583 (11,011) 93,262

The following describes the nature and purpose of each reserve TXFERE AERNSBEREEN T

within owners’ equity: ERER

(a) Share premium (a) BRH=RE
Share premium represents the difference between the par &R B AR B E(E R E
value of the shares of the Company and proceeds received IR B G FTE TS I8 2
from the issuance of the shares of the Company. FRZERE ©

(b) Merger reserve (b) EOHREE
Merger reserve of the Group represents the difference REERE HHREEREARQTIRE
between the nominal value of the share capital of the SHATIREEHKT B A A M AT {E
subsidiaries acquired by the Company pursuant to the LA R FTEATAR (D EE 2
Reorganisation and the nominal value of the shares issued E® o

by the Company.
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32. RESERVES — GROUP AND COMPANY (Continueq)

(c)

(d)

(€)

Contributed surplus

Contributed surplus of the Company represents the
difference between the net asset value of the subsidiaries
acquired pursuant to the Reorganisation and the nominal
value of the share issued by the Company in exchange
therefor.

Statutory reserve

According to the relevant PRC laws, the subsidiary
established in the PRC is required to transfer at least
10% of its net profit after tax, as determined under the
PRC accounting regulation, to a statutory reserve until the
reserve balance reaches 50% of the subsidiary’s registered
capital. The transfer of this reserve must be made before
the distribution of dividend to the subsidiary’s equity
owners. The statutory reserve is non-distributable other
than upon the liquidation of the subsidiary.

Translation reserve

Translation reserve comprises all foreign exchange
differences arising from the translation of the financial
statements of foreign operations whose functional
currencies are different from that of the Group’s
presentation currency.

33. LEASE COMMITMENTS - GROUP

(@)

Finance lease commitments

The Group leased its office equipment under finance
leases with an average lease term of 5 years. The Group’s
obligation under finance leases are secured by the lessors’
title to the leased assets.

Interest rate underlying all obligations under finance leases
is fixed at respective contract date at 6% per annum.

32. FE—AEBRALQT &)

(c)

(d)

(e)

BARER

RAR WA BBIERIEEARN
WHENBRRNEEFERLAR
AFE BT EEME
tEl

EERE
RIBRAT AR EFBIK
SH) M B A R A E D AR TR
BAFEI10% (RETE SR
DIERE) BALERE B2/
BHERERIMB AR E Ry
50% &1k - B EBALE
RPN B A BB A 0 IKELE.
ZRIEH o BRI A RIERIN -
EERBTEOIK

BE A

B BB B E R S A B
RAEE 25| EHEIMEEE
BB MR IS P £ 02 HE
REE-

33. HEAE -KEH

(a)

BEHERE
AEBERERERE (FHEE
FHRLF) HEERDER
B AEERBEHER T ZE
BhHEEABEEEE
TEPELR

FIBERERAAE c FEERE
E&#EHEER6% °
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33. LEASE COMMITMENTS - GROUP (continued) 33. HERIE-—XEE )
(@) Finance lease commitments continued) (a) MERERE @)
Future minimum rental payables are as follows: RREFNHERSEHIN AT :
2013 2012
HK$’000 HK$’'000
FTHET FAET
Within one year —%FR 264 264
In the second to fifth years F_EZRF 176 440
440 704
Less: Future finance charges i : A RE&E (22) (54)
Present value of minimum HEBEENRRE
lease payments 650
Present value of minimum lease payments included in FTAGRE MBI RN RERE
consolidated statement of financial position is as follows: FREHTWT -
2013 2012
HK$’000 HK$’000
FExT FAET
Interest-bearing borrowings - it S fEE -
Current portion BNERFL 7> 232
Interest-bearing borrowings - st EEE -
Non-current portion JERNERER 418

650
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33. LEASE COMMITMENTS — GROUP (Continued)

(b) Operating lease commitments
Future minimum rental payable under non-cancellable
operating lease of the Group in respect of land and
buildings are as follows:

33. HERE-XEBE »)

(b) REHEHRAIE
AREBRENAFHZSEHEMR
R Y AR EES
T :

2013 2012
HK$’000 HK$’000
TR THAT

Within one year —FA
In the second to fifth years E_FERF

2,664 2,876
3,199 3,445

5,863 6,321

The Group leases certain properties under operating leases.
The leases run for an initial period of 1 year to 5 years
(2012: 1 year to 5 years). None of these leases include any
contingent rentals.

34. CONTINGENT LIABILITIES — GROUP

The Group’s subsidiary, Runway HK involved a contract dispute
with an independent third-party product supplier of the Group,
which was the respondent (“Respondent”). The Respondent
was established in the PRC where is the Respondent’s main
operation.

In January 2011, Runway HK outsourced the manufacturing
process of certain ladies apparel to the Respondent and placed
certain purchase orders (the “Purchase Orders”) to purchase
the finished apparel (the “Goods”) from the Respondent. The
total price for the Goods pursuant to the Purchase Orders was
approximately US$342,000 (the “Contract Price”) and the Goods
were scheduled to be shipped to a number of the Group’s
customers in the United States.

REBEEHEE  AREHEEET
mE- HEVNI LAY —ER0F
(ZF——F: —Z0F) W%
HEHM TSR ERSAEE

34. IREE-FKH
FEBHNHBARRHEBESA—
REREE - EBIUFE=JERMNE
B (ERERA) ([BRAD nati
0o BERMAREPBEKIIMARE - F
B RERATEEGEEE -

RZE——F—A HHEEHET
ERKWEETFIMNTFERA
WNESTHETE ([REBTE]) -
MEHABAREXND ([ER])) R
BRI B - 8B %) /342,000 T
([BHE]))  MEREEKTETAE
EEETEREP -
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34. CONTINGENT LIABILITIES — GROUP (cContinue)

In August 2011, at the time the Goods were being shipped,
there were mistakes in the shipping documents, prepared by
the Respondent. Runway HK considered that such mistakes
would lead to the USA customs to seize the Goods for a long
period of time for their inspection and investigation, and therefore
requested the Goods to be sent back to the PRC for re-shipping.
The Respondent did not comply with Runway HK’s instruction
and did not deliver the Goods to the Group’s customers or to
the Group. Instead, the Respondent kept the Goods in its own
possession.

It is specified in the Purchase Orders, that in case of non-delivery
within the contracted time for shipment, the Respondent shall
be responsible for any consequences arising therefrom. Further,
it also provided that in the event of interruption of transportation
or other causes or circumstances beyond the control of Runway
HK, Runway HK shall be entitled to cancel the Purchase Orders
without payment to the Respondent.

While Runway HK did not pay the Contract Price of
approximately US$342,000 to the Respondent, Runway HK had,
upon the Respondent’s request, paid the Respondent a total of
approximately US$130,000 (the “Paid Amount”) for shipment
expenses. This amount has been agreed by the Respondent to
be used for offsetting part of the Contract Price.

In October 2011, upon the Respondent’s offer, Runway HK
agreed to purchase part of the Goods (the “Varied Goods”) from
the Respondent and paid a sum of approximately US$153,000
(the “Varied Goods Price”) for the Varied Goods. However, the
Respondent only delivered a small portion of the Varied Goods to
Runway HK and failed to deliver the rest of the Varied Goods that
Runway HK had paid for. Further negotiations between Runway
HK and the Respondent were not successful.

On 3 May 2012, Runway HK issued a notice of arbitration against
the Respondent claiming for, inter alia, the portion of the Varied
Goods (which Runway HK had paid for) not yet delivered and the
Paid Amount.

31 December 2013 —ZE—=F+—-_A=+—H

34.

FARAEE -AEE @)
RoB—— )\ B EERETEE
0 BEE ph A  ) 5 S A
o B HEERAEWENE S RE
EEMESNEE RS RBBE -
B bt R 4 1 8 R o i 1 T
I o 2 BFA SR AT 0 R B 4 75 7 1) 5
R OREBERENAEEREHA
58 REBEEREACE -

ERBITELEESR  HEERE
BHMAMNE  ERABABLSIR
BVIRRAEERE - b - FTETRE
11228 g o L1 B B AR B R BB TS BEE
EEMRERER - B E B A
HIRIERTE - BARERANRIE

BARNHNEBTERNERAIMNELH
E49342,000%% T ' B W EBRE
FANESK - TNERAS 130,000
X ([BERzED  EANERS

ZHRBENEREHAREAEEHEDD
DEHIE -

luf

—ZE——F+F EERHAR:
BEEsRERAZHABAL
m(REEM]) WHKE
ﬁ%ﬁmﬂww%xﬁﬁ
1) e C AR AERMER
%$% %%ﬁ%% KA HERF A
EBCNROESKREER - BHE
BEEHAREE PR BLE
BXR -
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Dtl/—{

En
o | 1
B
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‘nu& Eo
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=]

—“ET-—FRA=0" BEFEERL
BABLHHBEN  RE (HPaHE)
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BRI EE R RO NRE -
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34. CONTINGENT LIABILITIES — GROUP (cContinueq)

On 2 November 2012, the Respondent filed its defense and
counterclaim, such that, among other things, Runway HK should
fulfill its obligation under the Purchase Orders, namely, to accept
the remaining portion of the Goods in addition to the Varied
Goods, and to make payment of the outstanding amount of
the Contract Price (which the Respondent had calculated to be
approximately US$190,000).

On 23 and 24 September 2013, the arbitration hearing took
place but the Respondent was absent for both days. The legal
counsel acting for Runway HK in the arbitration proceedings
(“Runway HK Legal Counsel”) made the closing submissions
to the arbitration tribunal on 4 October 2013. Runway HK is
awaiting the arbitration tribunal to hand down its judgment.

The Respondent is a company established in the PRC with its
main operation located in the PRC. The PRC legal advisers
consider that according to the f&x= A AT B i BEL & 75 4%
AT @A E TR EERE R L HE (Supreme People’s Court’s
Arrangement Concerning the Mutual Enforcement of Arbitral
Awards Between the Mainland and the Hong Kong Special
Administrative Region) issued on the 24 January 2000, there are
no material legal obstacles to the enforcement in the PRC of the
judgment to be handed down by the tribunal of the arbitration
proceedings in Hong Kong in relation to the aforementioned
arbitration.

The Runway HK Legal Counsel has advised that the tribunal
of the arbitration proceedings is more likely to find in favour
of Runway HK’s version of events mainly because of many
difficulties in the Respondent’s case and is of the view that
subject to the quality of the evidence of Runway HK’s witnesses,
Runway HK has slightly better than even chance in succeeding
its claim in the arbitration proceedings. Based on the advice of
the Runway HK Legal Counsel, the directors are of the view that
Runway HK has slightly better than even chance of success in
the arbitration proceedings and the directors have not made any
provision accordingly.

34. FREBE-—XEE o)

R-ZT——F+—A=H ZRAR
EMEERER B (P BE)
A EEBITENREIIETNE
T BB EE RN - TR
EmB T ED - RXAHENKRR
FIE (RERAGTE 2544 190,000
ET) °

HREBEANR-_ZE—=FALA-1+=H
R+ OB E#ETT SR ARE
ZMAMBRA - EHHEEFP KK
B E BN AEBER ([BmEsAe
B R-ZE—=F+AMABRELH
BIEHERIRA - B BB INESER
BEEHERFR -

ERARRHBEKINAR  TEE
BURPE - FEDARERRS - R
B_TETF-A_THBHEMDH
(EEHAREGBR AN EEEERTT
B@EERITHFREARN L) £E
ARBEMENEREARAFRET
BVFIR - AR BUR BT WRE
REREHE -

iR EBERBEEA  FREFN
BHERAMSHERNET AR - £
AEERANBLENES - BER
RRTFRHEBEANBHRAEE
B ) BB FE P U Fr D RIE RO 1
ERR - RENHETEEZEERNE
R EZEZRRBHBTEEMEEFTD
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CONTINGENT LIABILITIES — GROUP (Continued)

According to the counterclaim filed by the Respondent, in case
where Runway HK ultimately loses in the proceedings, it may
have to pay to the Respondent the outstanding amount of the
Contract Price (which the Respondent has calculated to be
approximately US$190,000, or approximately HK$1,480,000)
plus other possible damages and costs. The proceedings
are ongoing and the outcome is subject to uncertainties. The
directors of the Company consider that no provision is required
at this stage of the proceedings in accordance with the Group’s
relevant accounting policy.

RELATED PARTY TRANSACTION

Save as disclosed in note 28, the Group entered into the
following significant related party transactions during the year.

(a) Transactions with related parties

As at 31 December 2013, maximum amounts of financial
guarantees provided by the directors of the Company with
respect to certain banking facilities granted to and utilised
by the Company’s subsidiary are as follows:

31 December 2013

34.

35.

ZEZEGREAE TV A

RAREE - AEE @)
BEREHARDOREAR  WEEE
BEENF BHEBATREERS
HAZNEHNENRN SR (REE
AFHE £ 4 A190,000% 7T © (4
1,480,000 7T) + 55 AN E fib 7] BE &Y &5
EBREBRH- - FARBFDEETY &
RBARMZE - ARREZRAE B
BASBEHEESTHE  EHhHENR
PEER B 7ERT IR AL o

BB S X3
BRBAHT 28 BT BB 51 - AR B Y
BRI TEAMEH XS

(a) HEAHFTHRS
R_Z—=F+—_A=+—8"
AAREBRBETARRKEBA
RN EFANE TRITRE R
HHOMBERESSENOT

Mr. Tien
Mr. Tien and
Mr. Gozashti jointly

M54

M 4% 4 B2 Gozashti 4t 4 T RIIEFR

Key management personnel remuneration
Key management of the Group are members of the board
of directors. Key management personnel remuneration is
set out in note 12(a).

(b)

2013 2012
HK$’000 HK$'000
FHET TET
41,742 33,200
113,000 97,800
(b) TEEBAESNME

AEEBNTEEEAEYAES
EHKE - TEEEASHHE
HAKIEE12(0) ©
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36. MAJOR NON-CASH TRANSACTION 36. TEFHAERS
During the year ended 31 December 2012, Runway HK REBE-Z——F+-A=+—H1t
distributed interim dividends to its then owners prior to the FE HHAEBREHATKAIALE
completion of the Reorganisation, part of which of approximately RHEAANREFHRS HRHD A
HK$6,000,000 were credited directly to amounts due to 46,000,000 T2 EELAENE
directors. EHIENA o

37. FINANCIAL INSTRUMENTS BY CATEGORY 37. eI A HE
The carrying amounts of each of the categories of financial BEsHBTABEMNNETRENT

instruments are as follows:

The Group The Company
¥ NG
2013 2013
HK$’000 HK$’000
THET FRT
Financial assets MEEE
Financial assets at fair value through AR P& & B& &)zt A
profit or loss BHERNTKEE
Derivative financial instruments TEeRIA 1,396
Loans and receivables BRI EW IR
Trade and bill receivables B S RYGIA R ENER 77,635
Deposits and other receivables Be R H A EIERIE 18,275
Pledged bank deposits BEPHETES 9,420
Cash and cash equivalents RekReSEER 51,037
Financial liabilities o S=X
Financial liabilities measured RBEN AT ENISARE
at amortised cost
Trade and bill payables B I ENFIERENRE 73,431
Accruals and other payables TEIRE A R EAMEN A 16,845
Amounts due to subsidiaries eI B A R ZUE -
Amounts due to directors [ENESFIE 2,616
Interest-bearing borrowings HEEE 9,564 2,478

98,622 95,269
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38. FINANCIAL RISK MANAGEMENT AND FAIR VALUE  38. Eiﬁ%@.ﬁfi%:fi&ﬁ$ﬁ?l‘

MEASUREMENTS

The Group is exposed to financial risks through its use of
financial instruments in its ordinary course of operations and in
its investment activities. The financial risks include market risk
(including foreign currency risk and interest rate risk), credit risk
and liquidity risk.

Financial risk management is coordinated at the Group’s
headquarters, in close co-operation with the board of directors.
The overall objectives in managing financial risks focus on
securing the Group’s short to medium term cash flows by
minimising its exposure to financial markets.

(a) Foreign currency risk

Foreign currency risk refers to the risk that the fair value
or future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates. The Group’s
exposures to currency risk arise mainly from its overseas
purchases and sales, which are primarily denominated in
RMB and US$. These are not the functional currencies of
the Group entities to which these transactions relate. The
Group also has interest-bearing borrowings denominated in
foreign currencies, primarily RMB and US$. All the Group’s
foreign exchange structured forward contracts were
approved by the executive directors.

After the listing, the Group implemented new foreign
exchange structured forward contracts policy, which the
Group will not enter into any addition foreign exchange
structured forward contracts unless advance approval by
the shareholders has been obtained while the executive
directors and their related parties shall abstain from voting.
The Group performs analysis for monitoring of the foreign
exchange structured forward contracts.

=
AEERERBEBBREPRRER
BhAAeRTAMAZMBERER -
BB EREIET S AR (BEINER
RENERRE)  EERRLRSHES
[\f o

FEENTBRREREEESER
BIETHRAREE A HH - B
EEABRAREEINHSESRT
SRR AR SE R ES R

N ]
EFineE °

(a) SNEEER
SNERBIEER T AN A FER
R 28 R SNEE = Z B
KB BB - AEEEINER R
TERBEBINBERIHE M
ZER S ETEUARE RETTR
B - ZFEBAR 5P KRR
SEERHRLEARLY - AEE
A EEENMINEHE =2
BARERET - NEBFRES
BIINERREOHIENTES
A -

EWR - AKREEITHNEEL
SMNEEMA DB - MARFR
SR AERBRINEBIEINES
%) BRIFBIREUSIRATHLE @ [
RTTE R L H BN T A ER
R o NEEH BRI AR IEINE
EHANETOMAERZES
# o
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38. FINANCIAL RISK MANAGEMENT AND FAIR VALUE  38.

MEASUREMENTS (continueq)
(a) Foreign currency risk (continued)
Summary of exposure

At 31 December 2013, foreign currency denominated
financial assets and liabilities, translated into HK$ at the
respective rates at that date, are as follows:

R EEERAFES

= ()

(a) SNEERBE (8)
[E B AL
W-E—=&F+-A=+—8 -
LNEEHBIMB S EER B ED
AN EEEERRE A

JCHAT
Notional
amounts of
derivative
Financial Financial financial
assets liabilities instruments Total
fTEe@MIA
BBEE g 3R Z&E @t
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FBT FET
As at 31 December 2013 R-—EB-=5+-A=+-H
RMB AR 19,727 (37,897) 304,499 286,329
us$ eI 92,370 (44,915) - 47 455
As at 31 December 2012 R-ZE—-—+=-HA=+—H
RMB AR 14,113 (40,154) 111,556 85,515
US$ eI 63,605 (46,362) - 17,243
Foreign exchange rate sensitivity analysis [E=SBE 5T

As US$ is pegged to HK$, the Group does not expect
any significant movement in the HK$/US$ exchange rate.
No sensitivity analysis in respect of the Group’s financial
assets and liabilities denominated in US$ is disclosed
as in the opinion of the directors of the Company, such
sensitivity analysis does not give additional value in view of
insignificant movement in the US$/HK$ exchange rates as
at the reporting date.

MRS - AEET
BHATHETEXAEAEXN
EH) o WERRENETAENR
EEVBAENABNRRES
i RERAARESRAS A
i S R S v el iy
K - BRNSBREITTE
RHBIMEE -
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38. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
MEASUREMENTS (continued)

(@)

(b)

Foreign currency risk (continued)
Foreign exchange rate sensitivity analysis (Continued)

The following table indicates the approximate change
in the Group’s profit after income tax for the year ended
31 December 2013 in response to reasonably possible
changes in the foreign exchange rates to which the Group
has significant exposure at 31 December 2013.

31 December 2013 —ZE—=F+—-_A=+—H

38. I EMEE R AFE

2 ®)
(a) MR (2)
EZRHRBEDWN (&)

HK$ to RMB BLTEARYE
Appreciated by 3% F{E 3%
Depreciated by 3% §7{H3%

The sensitivity analysis of the Group’s exposure to foreign
currency risk has been determined based on the assumed
percentage changes in foreign currency exchange rates
taking place at the beginning of the financial year and held
constant throughout the year.

The stated changes represent management’s assessment
of reasonably possible changes in foreign exchange rates
over the period until the end of next reporting period. The
analysis is performed on the same basis for the year ended
31 December 2012,

The Company does not have any significant exposures to
foreign currencies at 31 December 2013.

Interest rate risk

Interest rate risk relates to the risk that the fair value or cash
flows of a financial instrument will fluctuate because of the
changes in market interest rates. The Group’s interest rate
risk arises primarily from interest-bearing borrowings which
are at variable rates (note 29). The Group’s bank balances
and pledged bank deposits were bearing floating interest
rate. The Group has not used any derivative to hedge
its exposure to interest rate risk. The policies to manage
interest rate risk which have been followed by the Group
since prior years are considered to be effective.

(b)
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1,152 1,277
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38. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
MEASUREMENTS (continued)

(b) Interest rate risk (continued)

(c)

Interest rate sensitivity analysis

The following table indicates the approximate change
in the Group’s profit after income tax for the year ended
31 December 2013 in response to reasonably possible
changes in interest rates to which the Group has exposure
at 31 December 2013.

38. I EMEE R AFE

2 (8)

(b) F=REB2 (&)

Increase by 100 basis points 1201100 {EE 25
Decrease by 100 basis points 34> 100 {EE 24

The sensitivity analysis was determined assuming that the
change in interest rates had occurred at the reporting date
and had been applied to variable-rate financial instruments
at that date. The 100 basis points increase or decrease
represents management’s assessment of a reasonably
possible change in interest rates over the period until the
end of next reporting period. The analysis is performed on
the same basis for the year ended 31 December 2012.

The Company does not have any significant exposures to
interest rates at 31 December 2013.

Credit risk

Credit risk refers to the risk that the counterparty to a
financial instrument would fail to discharge its obligation
under the terms of the financial instrument and cause a
financial loss to the Group. The Group’s exposure to credit
risk mainly arises from granting credit to its customers in
the ordinary course of its operation.

(c)

FIERHRE DT

TRIEAER -E—=F1+=
A=+ - AXEEEAZREBROHE
AN REIER RS - NEEE
E-T-=Ft-A=t—HL
FERR TS B N e B4 &
g o

2013 2012
HK$’000 HK$'000
THET FET
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38. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
MEASUREMENTS (continued)

(c)

(d)

Credit risk (Continued)

In order to minimise the credit risk of not receiving
payments from its customers, the Group has entered
into arrangements with a financial institution in the USA
and a bank in Hong Kong (which in turn entered into
certain arrangement with an insurance company in this
connection) which offered trade receivable credit protection
arrangement against the Group’s trade receivables for some
of the Group’s major customers. Under such arrangements,
if the Group ultimately becomes unable to collect the
trade receivables, the Group will be entitled to receive
compensation for the trade receivables from the financial
institution or the bank. 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 reduced. There is no requirement for collaterals
by the Group.

The Group has deposited its cash with various banks. The
credit risk on bank balances is limited because most of the
Group’s cash are deposited with major banks located in
Hong Kong and/or the PRC.

The credit policies have been followed by the Group since
prior years and are considered to have been effective in
limiting the Group’s exposure to credit risk to a desirable
level.

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 management monitors the utilisation of bank
facilities.

31 December 2013 —ZE—=F+—-_A=+—H
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38. FINANCIAL RISK MANAGEMENT AND FAIR VALUE 38. B AR EE K A FE:T
MEASUREMENTS (continueq) 2 ®)

(d) Liquidity risk (continued) (d) RBEE£ERER (&)

TRINEAREENFEEERR
HHIRMER T A LR HAHAR - ot
TIRBEARMIRIB SR (BEEA

The following tables show the remaining contractual
maturities at the end of the reporting period of the Group’s
interest-bearing borrowings, based on undiscounted

cash flows (including interest payments computed using
contractual rates or, if floating, based on rates current at
the reporting date) and the earliest date the Company can
be required to pay.

Specifically, for interest-bearing borrowings which contain
a repayment on demand clause which can be exercised
at the bank’s sole discretion, the analysis shows the cash
outflow based on the earliest period in which the entity can
be required to pay, that is if the lenders were to invoke their
unconditional rights to call the loans with immediate effect.

BRIMRFTE RN SR - i
BZREE  MRBREAHE
BHFIZ) RAR B A 2K
P RFRAEFIR -

BEms @ pEBREREER
FRTTEEBMBETE) B
TREE  oMERTIRIEER
A ESERNERHE (BE
RS AT T{E B R T @ A
BIRFEEERT) MRERE -

Hipst BEENIEBE O IIR
EEEEEK A RS -

The maturity analysis for other interest-bearing borrowings
is prepared based on the scheduled repayment dates.

Group

Total Less than
contractual one year or
Carrying undiscounted repayable on One year or
amount cash flow demand above
REREH — R
REE REeRELHE AREREE —Flhldt
HK$°000 HK$'000 HK$°000 HK$’000
TET TET TET TET

At 31 December 2013
Non-derivative financial FTEEBIA
instruments:
Trade and bill payables B IRNTERENRE
Accruals and other payables  TEIR B F K E b fE [ ZUE
Interest-bearing borrowings T EMEE

RZB-—=f+ZA=1—-H

At 31 December 2012 R-ZBE——&+=-A=+-H

Non-derivative financial FTESRTA:
instruments:
Trade and bill payables BHRNTIERENRE 73,431 73,431 73,431 -
Accruals and other payables  TE#RE A R E R FUR 16,845 16,845 16,845 -
Amounts due to directors EREEHE 2,515 2,515 2,515 -
Interest-bearing borrowings i EEE 2,478 2,532 2,092 440

95,269 956,323 94,883 440
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31 December 2013

—®-=£+-A=t+-A

38. I EMEE R AFE

MEASUREMENTS (continueq) 2 ®)
(d) Liquidity risk (continued) (d) RBE£ERER (&)

Company

RRF]

Total

contractual

Carrying undiscounted
amount cash flow
REREHN
HeRBHAE
HK$’000

TET

SREE
HK$'000

TR

At 31 December 2013

Other payables Hin A
Amounts due to subsidiaries  FENFHB A FIZUE

R-B-=%+-RA=1-H

Less than
one year or
repayable on  One year or
demand above
—FRH
AREREE
HK$’000

FET

—FgiE
HK$'000
TiEx

The following table that summarises the maturity analysis of
interest-bearing borrowings with a repayment on demand
clause based on agreed scheduled repayments set out
in the loan agreements. The amounts include interest
payments computed using contractual rates. As a result,
these amounts were greater than the amounts disclosed in
the “on demand” time band in the maturity analysis. Taking
into account the Group’s financial position, the directors do
not consider that it is probable that the bank will exercise its
discretion to demand immediate repayment. The directors
believe that such interest-bearing borrowings will be repaid
in accordance with the scheduled repayment dates set out
in the loan agreements.
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38. FINANCIAL RISK MANAGEMENT AND FAIR VALUE 38. Bt iR e EE K A FE

MEASUREMENTS (continueq) 2 ®)
(d) Liquidity risk (continued) (d) RBEE£ERER (&)
Group REH

Total Less than

contractual one year or
Carrying undiscounted repayable on One year or
amount cash flow demand above

AEREH —FR%

BEE RenEsE ARERME —FRk
HK$°000 HK$'000 HK$°000 HK$'000
FET  TER TR TER

At 31 December 2013 R-ZE-=5+-A=+-H 9,082 9,413 7,244 2,169
At 31 December 2012 R-ZE--§+-R=1+-H 1,828 1,922 1,153 769
(e) Fair value measurements recognised in the (e) REBMRRERNA
statement of financial position FEE
The following tables present financial assets and liabilities TREFIRBEATERE - A2
measured at fair value in the consolidated statement of A AGRE MR ERE I
financial position in accordance with the fair value hierarchy. BEMBE - ILEBREFTSU
The hierarchy groups financial assets and liabilities into SYHEERBENAFEME
three levels based on the relative reliability of significant A EZE @ ANELYAE
inputs used in measuring the fair value of these financial M BEHBEERAGED A=
assets and liabilities. The fair value hierarchy has the c NEEERBHRBUTEE :

following levels:

Level 1: quoted prices (unadjusted) in active markets for F1E: HREEMEBERE
identical assets and liabilities; BMISHRE (CRE

A
Level 2: inputs other than quoted prices included within F2fE: BEEXBEMEAE
Level 1 that are observable for the asset or B (ANER) M
liability, either directly (i.e. as prices) or indirectly (BMEEREHEE) ATE
(i.e. derived from prices); and REREA (T6
EE1BMEEMN®

&) &
Level 3: inputs for the asset or liability that are not based E3fE: WIHFREAEZHNM
on observable market data (unobservable inputs). SHEBEMSLENEE
gaBEEREA (&

EERBA)



B IR R A T
ST FEH

Notes to the Financial Statements B #%#& M7t

38. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
MEASUREMENTS (continued)

(e) Fair value measurements recognised in the
statement of financial position continued)

The level in the fair value hierarchy within which the financial
asset or liability is categorised in its entirety is based on
the lowest level of input that is significant to the fair value
measurement.

The financial assets and liabilities measured at fair value
in the consolidated statement of financial position at the
reporting date are grouped into the fair value hierarchy as
follows:

Level 1
E1E
HK$’000
TET

At 31 December 2013 R-BE-=H+=ZHA=+-H
Financial assets at fair value L\ V{3t 8B &8 A

through profit of loss EHERNHMBEE
Derivative financial instruments  $7T44$ R T A

At 31 December 2012 R-Z-—5+-A=+-H
Financial assets at fair value L\ V{E3t 8 BE 85 A

through profit of loss EHBENTBEE
Derivative financial instruments  #T4 & & T A

31 December 2013 —ZE—=F+—-_A=+—H

38. I EMEE R AFE

2 (8)

(e)

Level 2
2
HK$°000
TET

1,486 -

R RREZND
TEFE (8

MG EES B ERBFERAL
AFEREROER - HERY
AT EHEBEANSIEE R H
AEEHEID -

RIS B HERSMBARRARA
BAVEFENMBEERER
ThEID RA TR FEZRE -

Level 3
HE3E
HK$°000
TET

Total
#@st
HK$’000
FTET

1,486

There have been no significant transfers between levels
1 and 2 and no transfers into or out of level 3 during the
years.

Where derivatives are traded either on exchanges or liquid
over-the-counter markets, the Group uses the closing
price at the reporting date. Normally, the derivative financial
instruments contracts entered into by the Group are not
traded on active markets. The fair values of such contracts
are determined by a firm of independent professional
valuers. The valuation is based on the underlying conditions
in the contracts and the market information at the valuation
dates.

REZEFE F1IERF2EZ
RN EEAEE - TORABANL
BHEIE -

ETETRER ZMERREIE
ISR ZFTIHEER - NEEE
F¥RE BHIKHE - AKER]
VEPTESRMIAESN—MRELE
HRBOMSEE - ZRFA N
ANFER-RBELEEEERA
BT o MELSREAHNEZK
REAAE R TI5EFETT ©
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38. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
MEASUREMENTS (continued)

(e) Fair value measurements recognised in the

statement of financial position continueq)

During the year ended 31 December 2012, an independent
professional valuer compared the spot rate with the
rate specified in the structured forward contracts and
determined the calculation as specified in the structured
forward contracts. The independent professional valuers
calculated the net cashflow of the structured forward
contracts for each trade date interval, assessed the
present value of net cashflow for each trade date interval
and derived the market value of the structured forward
contracts as at the valuation dates. The valuation of the
structured forward contracts required consideration of
all pertinent factors affecting the underlying value of the
Group, which are the operations of its business and
ability to generate future investment returns. The factors
considered in the valuation including but not limited to the
history of the Group, the nature and the performance of
the Group’s business, the economic and industry outlooks
affecting the Group’s business, the historical data of the
foreign exchange market, the risks facing by the Group and
the historical exchange rates. The independent professional
valuers assumed that there will be no material changes
from political, legal, economic or financial aspects in the
jurisdiction and no substantial market fluctuation in the
industry, current interest rates and foreign currency rates in
the jurisdictions which the Group currently runs or intends
to run its business which will materially affect the revenue
attributable to the Group.

38. I EMEE R AFE
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38. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
MEASUREMENTS (continued)

(e) Fair value measurements recognised in the

statement of financial position continued)

As at 31 December 2013, an independent professional
valuer has estimated the forward rates based on historical
spot rate and other market available information, compared
with the rates specified in the structured forward contracts
and determined the payoff according to the terms and
conditions in the structured forward contracts. The future
spot rate is affected by many factors including interest
rates from markets of which the currencies are in interest,
the directors believe that Monte-Carlo simulation process
more effectively demonstrates the fair value measurement
of derivative financial instruments. The independent
professional valuer also calculated the net cashflow of
the structured forward contracts for each settlement
date, assessed the present value of net cashflow for each
settlement date and derived the fair values of the structured
forward contracts as at the valuation dates. The directors
consider that the change in valuation technique does not
have material impact on the fair value measurements of the
derivative financial instruments.

The most significant input into this valuation approaches
is market foreign currency rates. This valuation approach
maximises the use of observable market inputs, including
foreign currency rates and interest rates (Level 2). The
derivatives entered into by the Group are included in Level
2 and consist of foreign exchange structured forward
contracts.

31 December 2013 —ZE—=F+—-_A=+—H
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39. CAPITAL MANAGEMENT

The Group’s capital management objectives are to ensure the
Group’s ability to continue as a going concern and to provide an
adequate return to shareholders by pricing goods and services
commensurately with the level of risk.

The Group actively and regularly reviews its capital structure and
makes adjustments in light of changes in economic conditions.
The Group monitors its capital structure on the basis of the
net debt to equity ratio. For this purpose net debt is defined as
borrowings less cash and cash equivalents. The Group’s goal
in capital management is to maintain a net debt to equity ratio
of less than 50%. In order to maintain or adjust the ratio, the
Group may adjust the amount of dividends paid to shareholders,
issue new shares, return capital to shareholders, raise new debt
financing or sell assets to reduce debt.

The Group’s net debt to equity ratio at the reporting date was:

39. EXER

AEENEAEEBERERAKHE
FEKENE N WiIRARNRRE
EEMRRGHERE » RERERIE

B [E%

AEBEEG L E PR EEARE
VHEEEREEEFELHE - AEHE
REBFRHEENLREREEAR
R -t s AEESEHFR
REREBEERRE LB EHEER -
AEEEREERN B IERERESF
RS AL KRR 0% © &3 T 4
TR E - AKEAFHBAEBRR
NS  BITHERD - AK
REMEAR BEHMEBREXHE
BEDAREETR -

AEBRNHE A RNER IR ER
B R

2013 2012

HK$’000 HK$’'000

THET FAT

Amounts due to directors JENEEFUE - 2,515
Interest-bearing borrowings EEE 9,564 2,478

Less: Pledged bank deposits B BIRIRIRITIER (9,420) (8,801)
Less: Cash and cash equivalents B RekReEEES (51,037) (37,550)
Net debts B FEE (50,893) (41,358)
Total equity RS 97,265 56,733
Net debts to equity ratio B FEE RS R N/AFREH N/A 3@
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