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INTERIM RESULTS ANNOUNCEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2019

The board of directors of Fountain Set (Holdings) Limited (the “Company”, the “Directors” and the “Board”, respectively) announces
that the unaudited condensed consolidated results of the Company and its subsidiaries (collectively, the “Group”) for the six months
ended 30 June 2019 are as follows:

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME & a B4k 2 HlER

(Unaudited)
(REEZR)
Six months ended 30 June
B Z6A30H 1t6{E A

2019 2018
Notes fiti+  HK$’000 F & 7T HK$'000 F&7T

Revenue R 4 3,388,393 3,760,117
Cost of sales $HE KA (2,971,489) (3,392,098)
Gross profit EF 416,904 368,019
Other revenue E A 32,013 33,479
Other gains and losses H bz K B8 (24,235) 12,566
Distribution and selling expenses D RHEER (72,509) (94,602)
Administrative expenses TR E A (217,720) (219,737)
Finance costs & A AR 5 (19,476) (12,982)
Share of profit of an associate FEAE— B E QR 2 AT 286 442
Profit before income tax expense BrATIS R AT & 7 115,263 87,185
Income tax expense Frisfi= 6 (24,666) (18,532)
Profit for the period & B & A 7 90,597 68,653
Profit for the period attributable to: e EARERF -

Owners of the Company RABVEA A 82,685 63,754

Non-controlling interests JEIE R M 7,912 4,899

90,597 68,653
HK cents &1l HK cents &1l

Earnings per share BRAF

— Basic —ER 9 6.8 5.3

- Diluted —8 9 6.8 5.3




CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME BH&4BHER 2 HRER

(Unaudited)
(REBER)
Six months ended 30 June
B Z6H30H 1L61E A

2019 2018
Note fitit  HK$000 F & T HK$'000 F&T

Profit for the period = HE &7 7 90,597 68,653

Other comprehensive income, net of tax ~ H A2 E W (KB E)

ltem that may be reclassified HigngsafolEBaE2

subsequently to profit or loss: EA :

Exchange differences arising on BREBIINEBEEZ

translation of foreign operations PE X =% (2,022) 1,985

Other comprehensive income EHEEMEEKE

for the period (2,022) 1,985
Total comprehensive income EHEEREEE

for the period 88,575 70,638
Total comprehensive income for the i HEEERELRE:

period attributable to:

Owners of the Company RABHEA A 81,420 64,802

Non-controlling interests JEVE R E S 7,155 5,836

88,575 70,638




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION &S B BM R K

(Unaudited) (Audited)
(REEEZ) (& =Z)
At 30 June At 31 December

M6 H30H Mm12H31H
2019 2018

Notes ftit  HK$’000 F & HK$'000 F/&T

Non-current assets kRBEE
Investment properties "EME 53,920 55,841
Property, plant and equipment e YL 10 1,487,403 1,556,139
Right-of-use assets ERRAE 11 262,110 -
Prepaid lease payments T ERIE
— non-current portion —IERBEBD - 94,025
Other intangible assets HitmREE 13,568 15,075
Interest in an associate R—EBE ARz ER 20,187 19,901
Deferred tax assets RETHIEEE 45,107 30,725
1,882,295 1,771,706
Current assets REBEE
Inventories rE 12 1,466,746 1,479,107
Trade and bills receivables EERERREKFIAE 13 1,293,166 1,236,970
Prepayments, deposits and other FERNRIE - ZE K
receivables H fth fE M TR IE 13 144,361 179,425
Prepaid lease payments FENHEERIE
— current portion —mBEL D - 2,599
Tax recoverable A Yz B 77 18 3,445 5,070
Restricted bank deposits ZREIRITER 9,884 13,981
Short-term bank deposits WERRTTER 119,023 76,856
Bank balances and cash WITHEBR MRS 815,555 898,810
3,852,180 3,892,818
Current liabilities RBEE
Trade and bills payables EEREREMNIEA 14 812,058 770,819
Other payables and accruals EEAFIERERTER 14 248,534 296,277
Contract liabilities aHBE 18,165 17,834
Lease liabilities — current portion HEBE-REHH 25,442 -
Amounts due to non-controlling IR FEVE AR IR R SR IE
shareholders 80,100 80,100
Amount due to an associate Gl NETE =] 7,687 4,269
Deferred income — current portion BEEWA —REE 5 1,622 1,622
Tax payable FERHIE 27,533 20,505
Bank borrowings — due within one year ~ $R1THEE ——F R EH 15 374,641 495,707
1,595,782 1,687,133
Net current assets REBEEZFE 2,256,398 2,205,685
Total assets less current liabilities EEHERABAR 4,138,693 3,977,391




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION &S B BM R K

(Unaudited)
(REEX)

At 30 June
MA6H30H
2019

Notes fifi+  HK$’000 F & T

(Audited)
(fe&Zz)

At 31 December
M12A31H
2018

HK$'000 F& 7T

Non-current liabilities kRBEE
Deferred income — non-current portion EIEWA — IEREED 56,557 57,367
Bank borrowings — due after one year RITEE — —F1&EIH 15 352,319 302,806
Lease liabilities — non-current portion MEAR — ERBEH 175,741 -
Deferred tax liabilities BEEMIEAE 15,647 15,973
600,264 376,146
Net assets EEFE 3,538,429 3,601,245
Capital and reserves EXRFHE
Share capital % s 16 886,738 865,716
Other reserves EMhiEE 2,476,102 2,567,084
Equity attributable to owners of RARHE NEGER
the Company 3,362,840 3,432,800
Non-controlling interests IEIERR 175,589 168,445
Total equity EEEE 3,538,429 3,601,245




NOTES iz

GENERAL INFORMATION

The Company is a public limited company incorporated in Hong Kong
and its issued shares are listed on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). The addresses of the registered office and
the principal place of business of the Company are Block A, 6/F., Eastern
Sea Industrial Building, 29-39 Kwai Cheong Road, Kwai Chung, New
Territories, Hong Kong.

The financial information relating to the year ended 31 December 2018 that
is included in this interim results announcement as comparative information
does not constitute the Company’s statutory annual consolidated financial
statements for that year but is derived from those financial statements.
Further information relating to these statutory financial statements required
to be disclosed in accordance with section 436 of the Companies
Ordinance (Cap. 622 of the Laws of Hong Kong) (the “Companies
Ordinance”) is as follows:

The Company has delivered the financial statements for the year ended
31 December 2018 to the Registrar of Companies as required by section
662(3) of, and Part 3 of Schedule 6 to, the Companies Ordinance.

The Company’s independent auditor has reported on those financial
statements. The independent auditor’s report was unqualified; did not
include a reference to any matters to which the independent auditor drew
attention by way of emphasis without qualifying its report; and did not
contain a statement under sections 406(2), 407(2) or (3) of the Companies
Ordinance.

BASIS OF PREPARATION

The condensed consolidated financial statements have been prepared in
accordance with the applicable disclosure requirements of Appendix 16 to
the Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”) and with Hong Kong Accounting Standard (‘HKAS”) 34
Interim Financial Reporting issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA”).

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been prepared
under the historical cost basis. These condensed consolidated financial
statements have been prepared with the same accounting policies
adopted in the 2018 annual financial statements, except for those that
relate to new standards or interpretations effective for the first time for
periods beginning on or after 1 January 2019.

—BER

KRB BEEBFMHN IO ARBR AT
HEBETRODREBHARSHER AT
(THERZFT)) £ 70 o AN &) Ay RE % S5 2 i
HRFELEXWTAEEFAZBEER
29-395R BB T ¥ KEARGIE »

APHEENEMHEALRER 2 EHEE
F2018F12A318 L FE 2 B E R~
BRRARBNZFE 2EEFELRE M BH
X BREAZEUBRER - BERRESE
SEDI 6225 N A& B ([AaHEHI]) 5436
BETHBR ZEECUBMERCE—FE
T

KA RERE R KB E5662(3) 1K & [ K655
SEBIRTE AR FFMER K EXH E2018F
12A31H IEFE 2B HREK -

RRARPB ZHEE AR FHHREFEH TR
o BEURHARELBRESR  WEH
BREUZBMETHEREHAREBEERZ
BRT RN S IR A& TEME
o] S8 o I S 3 A AR B ] R 5] 55406(2)
% - 55407(2)3k ()R 1E H HY Rt

BB

R ERER & MR TR IR R PrE 75 LT
BMAN(TEMARRD KM S62 BRWERE
FigREBGAg ([HESFMAE])
Bz BAGHEA ([RESER])E
345 AR A5 R SR M AR L

FESTHEER

NEGRRAR A B RS IR 3R Th IR E & B AR B AR
Blo W EMPLRET RV BEREMRAZE
B RERFR018F 2 FH B HEAER -
EARAPA BRI 20196F 1 A1 B 2 B BN AR
RIFTRT RISk R AR M S AT BUER R I o



3. PRINCIPAL ACCOUNTING POLICIES (continued)

In the current interim period, the Group has applied, for the first time, the
following new and revised standards, amendments and interpretations
issued by the HKICPA, which are effective for the Group’s financial year

beginning on 1 January 2019.

Hong Kong Financial Reporting
Standard (“HKFRS”) 16

HK(FRIC)

Interpretation 23

Annual Improvements to
HKFRSs 2015-2017 Cycle

Annual Improvements to
HKFRSs 2015-2017 Cycle

Annual Improvements to
HKFRSs 2015-2017 Cycle

Annual Improvements to
HKFRSs 2015-2017 Cycle

Amendments to HKAS 28

Amendments to HKAS 19

Amendments to HKFRS 9

The impact of the adoption of HKFRS 16 Leases has been summarised
below. The other new and revised standards, amendments and
interpretations that are effective from 1 January 2019 did not have any

Leases

Uncertainty over Income Tax
Treatments

Amendments to HKAS 23,
Borrowing Costs

Amendments to HKAS 12,
Income Taxes

Amendments to HKFRS 3,
Business combinations

Amendments to HKFRS 11,
Joint arrangements

Long-term Interests in Associates
and Joint Ventures

Plan Amendment, Curtailment or

Settlement

Prepayment Features with Negative
Compensation

significant impact on the Group’s accounting policies.
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PRINCIPAL ACCOUNTING POLICIES (continued)
HKFRS 16 - Leases

(i) Impact of the adoption of HKFRS 16

HKFRS 16 brings significant changes in accounting treatment for lease
accounting, primarily for accounting for lessees. It replaces HKAS 17
Leases (‘HKAS 17”), HK(IFRIC)-Interpretation 4 Determining whether
an Arrangement contains a Lease, HK(SIC)-Interpretation 15 Operating
Leases-Incentives and HK(SIC)-Interpretation 27 Evaluating the Substance
of Transactions Involving the Legal Form of a Lease. From a lessee’s
perspective, almost all leases are recognised in the statement of financial
position as right-of-use assets and lease liabilities, with the narrow
exception to this principle for leases which the underlying assets are
of low-value or are determined as short-term leases. From a lessor’s
perspective, the accounting treatment is substantially unchanged from
HKAS 17. For details of HKFRS 16 regarding its new definition of a lease,
its impact on the Group’s accounting policies and the transition method
adopted by the Group as allowed under HKFRS 16, please refer to
sections (i) to (v) of this note.

The Group has applied HKFRS 16 using the modified retrospective
approach and recognised all the cumulative effect of initially applying
HKFRS 16 as an adjustment to the opening balance of retained earnings at
the date of initial application (1 January 2019). The comparative information
presented in 2018 has not been restated and continues to be reported
under HKAS 17 and related interpretations as allowed by the transition
provision in HKFRS 16.

The following table summarised the impact of transition to HKFRS 16
on the condensed consolidated statement of financial position as of 31
December 2018 to that of 1 January 2019 as follows (increase/(decrease)):

EEETBE (F)
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HWEERAEREE) IR E TR
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ERIZE165R 2 PrA Rt EMR RN E
A B 8 (20191 AR ¥R F AN R4
R FHE - TR2018F 25 2 LA M W EE
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BT E A F165 2 R MR ARTZ
HEREEY

TRBIEEZEBYEREELNFI65R
HE E2018F 12 A31H 220191 A1H 2
BRRSGAT R R ZZE (BN, OR
DK

At 31 December Effect of At 1 January
2018 under adoption of 2019 under
HKAS 17 HKFRS 16 HKFRS 16
BEEBET HREHEUER REBFENERE
BRAEITH  HERF16HMN £ R E165
R2018%12A31H 2  R2019F181A
HK$000 F/&T HK$'000 F& T HK$'000 FiE T
Right-of-use assets FREEE - 259,061 259,061
Prepaid lease payments — non-current portion BRBERE - ERBBH 94,025 (94,025) -
Prepaid lease payments — current portion BREERE - RBHM 2,599 (2,599) -
Deferred tax assets REHERE 30,725 8,124 38,849
Lease liabilities - non-current portion HERE - RN - 176,120 176,120
Lease liabilities - current portion HEERE - RBHH - 18,831 18,831
Retained earnings BERF 2,522,505 (24,407 2,498,098
Translation reserve EREE (47,400) 28 (47,372)
Non-controling interests IFiERER 168,445 (11) 168,434




PRINCIPAL ACCOUNTING POLICIES (continued)
HKFRS 16 - Leases (continued)

(i) Impact of the adoption of HKFRS 16 (continued)

The following reconciliation explains how the operating lease commitments
disclosed applying HKAS 17 at the end of 31 December 2018 could be
reconciled to the lease liabilities at the date of initial application recognised
in the condensed consolidated statement of financial position as at 1
January 2019:

Reconciliation of operating lease commitments
to lease liabilities

ERGHBR (B)
ERMBREEUE165 - HE (F)

() FHABZBHUBEHREERE165 &
(&)

YRR EA BB R ERIE175RFT
TH2018512 A31 A et 2 1B HEAIE
B{a] AT DA BR 74201941 A1 B 2 i RR&R & BT 7%
AR ANERZRREREH2HEARE
EITHR:

EEHERREAEREE YR

HK$'000 F&T

Operating lease commitments as at 31 December 2018
Less: short-term leases for which lease terms end within

MR2018F12A31H 2 &EH EEIE 292,331
L FRE EI2019F12 A31H A

31 December 2019 TR REEE (4,043)
Less: contract signed in 2018 but commenced in 2019 A R2018F Z AT HER2019F IR 2 & 4 (8,192)
Less: other adjustments B E AR (1,840)
Less: leases of low-value assets BEEEEECHE ®
Less: future interest expenses B ARRF B (83,297
Add: finance lease liabilities as at 31 December 2018 n: 2018 F12831H 2 BB EAE -
Total lease liabilities as at 1 January 2019 R2019F1 A1E 2 AEAERE 194,951

The weighted average of the incremental borrowing rates applied to lease
liabilities recognised in the condensed consolidated statement of financial
position as at 1 January 2019 is 5.22%.

(i) New definition of a lease

Under HKFRS 16, a lease is defined as a contract, or part of a contract,
that conveys the right to use an asset (the underlying asset) for a period of
time in exchange for consideration. A contract conveys the right to control
the use of an identified asset for a period of time when the customer,
throughout the period of use, has both: (a) the right to obtain substantially
all of the economic benefits from use of the identified asset and (b) the right
to direct the use of the identified asset.

For a contract that contains a lease component and one or more additional
lease or non-lease components, a lessee shall allocate the consideration
in the contract to each lease component on the basis of the relative stand-
alone price of the lease component and the aggregate stand-alone price
of the non-lease components, unless the lessee applies the practical
expedient which allows the lessee to elect, by class of underlying asset,
not to separate non-lease components from lease components, and
instead account for each lease component and any associated non-lease
components as a single lease component.
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PRINCIPAL ACCOUNTING POLICIES (continued)
HKFRS 16 - Leases (continued)

(iii) Accounting as a lessee

Under HKAS 17, a lessee has to classify a lease as an operating lease or
a finance lease based on the extent to which risks and rewards incidental
to ownership of a lease asset lie with the lessor or the lessee. If a lease is
determined as an operating lease, the lessee would recognise the lease
payments under the operating lease as an expense over the lease term.
The asset under the lease would not be recognised in the condensed
consolidated statement of financial position of the lessee.

Under HKFRS 16, all leases (irrespective of they are operating leases
or finance leases) are required to be capitalised in the condensed
consolidated statement of financial position as right-of-use assets and
lease liabilities, but HKFRS 16 provides accounting policy choices for an
entity to choose not to capitalise (i) leases which are short-term leases
and/or (ii) leases for which the underlying asset is of low-value. The Group
has elected not to recognise right-of-use assets and lease liabilities for
low-value assets and leases for which at the commencement date have a
lease term less than 12 months. The lease payments associated with those
leases have been expensed on straight-line basis over the lease term.

The Group recognised right-of-use assets and lease liabilities at the
commencement date of leases.

Right-of-use asset

The right-of-use asset should be recognised at cost and would comprise:
(i) the amount of the initial measurement of the lease liability (see below
for the accounting policy to account for lease liability); (i) any lease
payments made at or before the commencement date, less any lease
incentives received; (i) any initial direct costs incurred by the lessee and
(iv) an estimate of costs to be incurred by the lessee in dismantling and
removing the underlying asset to the condition required by the terms
and conditions of the lease, unless those costs are incurred to produce
inventories. The Group measures the right-of-use asset at cost, less any
accumulated depreciation and any impairment losses, and adjusted for any
remeasurement of lease liability.
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PRINCIPAL ACCOUNTING POLICIES (continued)
HKFRS 16 - Leases (continued)

(iii) Accounting as a lessee (continued)

Right-of-use asset (continued)

For the Group, leasehold land and buildings which is held for own use
would continue to be accounted for under HKAS 16 and would be carried
at cost model. The adoption of HKFRS 16 therefore does not have any
significant impact on these right-of-use assets. Other than the above
right-of-use assets, the Group also has leased a number of properties
under tenancy agreements which the Group exercises its judgement and
determines that it is a separate class of assets apart from the leasehold
land and buildings which is held for own use. As a result, the right-of-use
assets arising from the properties under tenancy agreements are carried at
depreciated cost.

Lease liability

The lease liability should be recognised at the present value of the lease
payments that are not paid at the date of commencement of the lease. The
lease payments shall be discounted using the interest rate implicit in the
lease, if that rate can be readily determined. If that rate cannot be readily
determined, the Group shall use the Group’s incremental borrowing rate.

The following payments for the right to use the underlying asset during
the lease term that are not paid at the commencement date of the
lease are considered to be lease payments: (i) fixed payments less any
lease incentives receivable; (i) variable lease payments that depend on
an index or a rate, initially measured using the index or rate as at the
commencement date; (i) amounts expected to be payable by the lessee
under residual value guarantees; (iv) the exercise price of a purchase option
if the lessee is reasonably certain to exercise that option and (v) payments
of penalties for terminating the lease, if the lease term reflects the lessee
exercising an option to terminate the lease.

Subsequent to the commencement date, a lessee shall measure the
lease liability by: () increasing the carrying amount to reflect interest on
the lease liability; (i) reducing the carrying amount to reflect the lease
payments made; and (i) remeasuring the carrying amount to reflect
any reassessment or lease modifications, e.g., a change in future lease
payments arising from the change in an index or rate, a change in the lease
term, a change in the in-substance fixed lease payments or a change in
assessment to purchase the underlying asset.
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PRINCIPAL ACCOUNTING POLICIES (continued)
HKFRS 16 - Leases (continued)

(iv) Accounting as a lessor

The Group has leased out its investment property to a number of tenants.
As the accounting under HKFRS 16 for a lessor is substantially unchanged
from the requirements under HKAS 17, the adoption of HKFRS 16 does
not have a significant impact on these condensed consolidated interim
financial statements.

(v) Transition

As mentioned above, the Group has applied HKFRS 16 using the modified
retrospective approach and recognised all the cumulative effect of initially
applying HKFRS 16 as an adjustment to the opening balance of retained
earnings at the date of initial application (1 January 2019). The comparative
information presented in 2018 has not been restated and continues to
be reported under HKAS 17 and related interpretations as allowed by the
transition provision in HKFRS 16.

The Group has recognised the lease liabilities at the date of 1 January
2019 for leases previously classified as operating leases applying HKAS 17
and measured those lease liabilities at the present value of the remaining
lease payments, discounted using the lessee’s incremental borrowing rate
as at 1 January 2019.

The Group has elected to recognise all the right-of-use assets as at 1
January 2019 for leases previously classified as operating leases under
HKAS 17 as if HKFRS 16 had been applied since the commencement
date, but discounted using the lessee’s incremental borrowing rate at the
date of initial application. For all these right-of-use assets, the Group has
applied HKAS 36 Impairment of Assets as at 1 January 2019 to assess if
there was any impairment as on that date.

The Group has also applied the following practical expedients: (i) applied
a single discount rate to a portfolio of leases with reasonably similar
characteristics; (i) applied the exemption of not to recognise right-of-
use assets and lease liabilities for leases with term that will end within 12
months of the date of initial application (1 January 2019) and accounted for
those leases as short-term leases; (iii) excluded the initial direct costs from
the measurement of the right-of-use asset as at 1 January 2019 and (iv)
reliance on previous assessments on whether leases are onerous.

11

EEETBE (F)
ERMBREEF16% - HE (4)
() 1EBHENZ B EET %

AEFBCHBEREREMETETHL, AR
FEMBHRELEFE165E N2 HBEAGE
BEEITAREBAGEUEITREB TN ZHRE
REAAF - SRR E B /M 7% S R £ 165
WA E2EMRGE TR BHRREKNE

S/ 488
N2 L

v BEE

BN £ SR AEE B E RSB
FRANE BB RS 2B S5 165% K5 7144 FE F
EBPTIEREERE165 2 A Rt £
RERVIAERBH (2019F1A18) #x
RN EH 2 AR - FR2018F 25| 2 1t
BEREES  WHEERES S HER
BT LB AN SRS ERE165E 2 BE T
IR FTAR 2 HERER2®-

AEBEDHR2019F1 A1 ALRIEREEE
STERIEITSE A AKERE Y HERAR
EaE UYAHTHENRZREFEZE
FEBE HAAHEAR2019F1A1H 218
EEFEELIR -

REBDEEN2019F1 A1 B AR BES
BETEAEITRIBREEREHER
REBERREE HUNBBYBEHREER
F165E B B HEREA  ERAABEA
RVRER B2 I8 EERARRE -2
MREEREEENS AEE D R2019%F
1ATHEAEE S ERF365R EEREN
AR % B R B FAEEARE

AEBNEEANTAITREES A (8EE
ABAUER 2 AEHAERE —BIRE:
(iETERRR AR AR B HA (2019F1 A1 H ) 2
2B ARNGER2AERBARE  THERE
RAEEERMEARE UTEZXSHEARS
EHARE  (i)R2019F 1 1A NMEREEE
ZETEMBR VI BB A K (V)RE S AT LA
ERGABEM 2 -



PRINCIPAL ACCOUNTING POLICIES (continued)
HKFRS 16 - Leases (continued)

(v) Transition (continued)

The Group has also elected not to reassess whether a contract is, or
contains a lease at the date of initial application. Instead, for contracts
entered into before the transition date, the Group relied on its assessment
made applying HKAS 17 and HK(IFRIC)-Interpretation 4 Determining
whether an Arrangement contains a Lease.

The following amendments to HKAS and HKFRS, potentially relevant to the
Group’s condensed consolidated financial statements, have been issued,
but are not yet effective and have not been early adopted by the Group.

Amendments to HKAS 1
and HKAS 8

Definition of Material’

Amendments to HKFRS 3 Definition of a Business'

Amendments to HKFRS 10
and HKAS 28

Sale or Contribution of Assets between
an Investor and its Associate or Joint
Venture?

! Effective for annual periods beginning on or after 1 January 2020

2 The amendments were originally intended to be effective for annual periods
beginning on or after 1 January 2016. The effective date has now been
deferred/removed. Early application of the amendments continues to be
permitted.

The Group has already commenced an assessment of the impact of
adopting the above amendments to HKFRS and HKAS to the Group.
The directors of the Company anticipate that the application of these
amendments to HKFRS and HKAS will have no material impact on the
Group’s financial performance and positions and/or the disclosures to
these condensed consolidated financial statements of the Group.
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REVENUE AND SEGMENT INFORMATION

The board of directors of the Company, i.e. the chief operating decision
maker, regularly reviews the operating results and financial information
based on distinct geographical areas of location of customers, including
Hong Kong (place of domicile of the Company), the People’s Republic
of China (the “PRC”), Taiwan, Korea, Sri Lanka, America, Europe and
Others (i.e. representing other geographical locations mainly Bangladesh,
Cambodia, Singapore and Macau). All of these geographical areas are
operating segments except “Others” which is an aggregation of operating
segments.

The following is an analysis of the Group’s revenue and profit from the
production and sales of dyed fabrics, yarns and garments and results by

reportable segment for the period under review.

Six months ended 30 June 2019 (unaudited)

ERERDEER

ARFEES (DEERERFEE) REE
AR T R B B T
FRIFER  BETE (ARFAFE)
hEARAME ([RE]) A BWE 5
HF - EH - BONREBBE (Db
EATE - EEAFI BT F05 R
P) - B S B A BIE AR T [H
fE | I BA 2 BB E-

NTARAASENERREREREREES
i W R IKIZ R E R DB D 2 LR
BRIA R RAEFTEZ 2T o

HE2019F6A30H k6@ B (REFK)

Segment
HongKong  The PRC Taiwan Korea  Srilanka  America Europe Others total Eliminations Consolidated
B | = ] Bl HEEF N BN HtkE  AE4E H Ga
HKS000  HKSO00  HKSUOD  HKSO0O  HKSUOD  HKSU0O  HKSOOO  HKSUDOO  HKSO00  HKSUOD  HKSOOO
FER Z-7 AR 7R FEL iZ-7 Z-7 FER iz iZ-7 FER
REVENUE EEE
External sales HiMEE 620,145 811,865 371,465 423,068 421,084 235,010 17,130 488626 3,388,393 - 3,388,393
Inter-segment sales fofg) S BEHE (fi2) 2,054,130 1,069,574 - - 143,701 - - 71780 3345185  (3,345,185) -
Total segment reverve ~ HHEEBERE 2674275 1,881,439 371,465 423068 564785 235010 17,130 566,406 6733578 (3,345,185 3,388,393
RESULTS
Segment profit SRR 56,276 88,650 31,183 43,005 34,652 14,945 1,742 48,866 325919
Interest income FEMA 4,103
Unallocated income FARMA 3
Unallocated expenses AR (199,280)
Finance costs BANK (19,476)
Share of proft of el UG A
an associate 286
Proft before income tax ~ FRFTE R AT RF
expense 115,263
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REVENUE AND SEGMENT INFORMATION (continued) 4, BEERYEER(B)

Six months ended 30 June 2018 (unaudited) HZ=2018F6A30H IE61E A (RaEFEZ)
Segment
Hong Kong The PRC Taiwen Koea  Srilanka America Europe Qthers tota Eliminations ~ Consolidated

(3 hE A B8 HEWT Sl BN HEbite  AEEE B 58
HKSO00  HKSODD  HKSOOD  HKSOOD  HKSOOD  HKSOOO  HKSOOO  HKSDOO  HKSDOO  HKSUOO  HKSUOOO
TEL TET TiET TET TEL TET TiET &L TEL TiET TiET

REVENUE 1]
External sales HMEE 914927 720016 407591 aTTe 38184 353,842 1849 40017 3760117 - 3760117
Inter-segment sales PREHE

rote) (i) 2602339 1788012 - - 143469 - - 84255 4708075  (4708,075) -
Total segment revenue. P EEEBAE 3607066 2510228 407591 aTA B30 353842 1849 57433 8468192 (4708075 3760117
RESULTS Y|
Segment proft ARRF 62,012 60,246 29,175 34,165 23,168 24,147 83% 34,762 269,411
Interest income FEHA 2506
Unalocated income RARMA 7,606
Unallocated expenses ~ AAEX (179,798)
Finance costs BENA (12982)
Share of proft of an Bl -HREAR BT

associate 442

Profit before income tax B AT &R i 27

exXpense 87,185
Note: Inter-segment sales are charged at price by reference to the prevailing market Kt : DEEEEZERD2RERZMSER
rates. i TE °
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REVENUE AND SEGMENT INFORMATION (continued)

Segment profit represents the profit earned by each segment without
allocation of central administration costs and other expenses (including
non-production related employee benefits expenses, directors’
emoluments, bank charges, etc.), depreciation and amortisation, interest
income, loss on disposal/written-off of property, plant and equipment,
impairment loss on property, plant and equipment, finance costs, share
of profit of an associate, etc.. This is the measure reported to the board
of directors of the Company for the purposes of resource allocation and
performance assessment. As further explained in note 3(i), the Group has
adopted the modified retrospective approach on the adoption of HKFRS
16. As a result, right-of-use assets and lease liabilities under HKFRS 16
have been recognised but comparative information is not restated.

Disaggregation of revenue

Disaggregation of revenue from contracts with customers by products and
timing of revenue recognition are as follows:

4.

DB TIESHBARINAET Eh
EATARRITHA A R EMER (B EIEHE
SEEBRERMAY EFME  RIT
BRY%) WEREH FAMA -BE
SHYZE - IS R AR 1 W B R
HBRBEBL BERA EH—EHEA
B2 BFE o It JhAE R B RAE BT
MAA R E B R 2 EXE o UM FE3() T
wE—FE AEERRENE BT HRE
AR B ERMEIS T B A At BF
BISshEERE1e5IE N2 FREEERE
ERBECERR L EELRER -

L ON ]

REMMRERREFHEI DN EP AR
ADFIIT -

(Unaudited)
(REBER)

Six months ended 30 June
B Z6A30H L6 A

2019
HK$°000 F &

2018
HK$'000 F&T

Revenue from contracts with BB KR EERE155
customers within the scope of HERNNEFARKA:
HKFRS 15:
Production and sales of dyed sLENEEEMREY
fabrics and yarns 2,963,069 3,334,660
Production and sales of garments BUEMHERK 425,324 425,457
3,388,393 3,760,117
Timing of revenue recognition: R AR KRR
At a point in time 1E R A Bh 3,388,393 3,760,117
Transferred over time BiE ey 1 85 15 - -
3,388,393 3,760,117
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5. FINANCE COSTS

BE A

(Unaudited)
(REERK)

Six months ended 30 June

H Z6H30H LL6{E A
2019 2018

HK$°000 F % T HK$'000 F&T

Finance costs on: RhE A
Bank borrowings RITEE 14,303 12,982
Lease liabilities HEaFE 5,173 -
19,476 12,982
INCOME TAX EXPENSE Frie®i &z
(Unaudited)
(REEEZR)
Six months ended 30 June
HZ6H30H L6 A
2019 2018
HK$°000 F&T HK$'000 F& T
Current tax: = HAfE AR IE -
Hong Kong BE 13,457 978
The PRC s 12,121 3,930
Other jurisdictions H b Ak @ 4,110 1,897
29,688 6,805
Under provision in prior years: BEFERETR:
The PRC a3 745 2,085
Other jurisdictions H b ek 783 827
1,528 2,912
Deferred tax: IEEFIIA -
Hong Kong 5B (882) -
The PRC H (5,354) 4,830
Other jurisdictions HAih R A @ (314) 3,985
(6,550) 8,815
24,666 18,5632
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6.

INCOME TAX EXPENSE (continued)

In March 2018, the Hong Kong Government introduced a two-tiered profits
tax rates regime by enacting the Inland Revenue (Amendment) (No. 3)
Ordinance 2018 (the “Ordinance”). Under the two-tiered profits tax rates
regime, the first HK$2 million of assessable profits of qualifying group entity
will be taxed at 8.25% and assessable profits above HK$2 million will be
taxed at 16.5% for the six months ended 30 June 2019 and 2018. The
profits of group entities not qualifying for the two-tiered profits tax rates
regime will continue to be taxed at a flat rate of 16.5%.

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

Pursuant to the relevant laws and regulations in Sri Lanka, the tax rate
of Sri Lanka subsidiary changed from 12% to 14% effective from 1 April
2018.

Taxation arising in other jurisdictions is calculated at the rates prevailing in
the respective jurisdictions.

PROFIT FOR THE PERIOD

FrEBi i (1)

EBBFFE20184F3 A i (2018F fi 7%
(1ERT) (ZEBIFR)EHFY (T%1&B1])) B
15 55 W AR 5| - B 220194 &20184E6 30
B1t6fE A - IRIEFISHRMES - & ERER
2 E2,000,0008 TERMAF Z2HE A
8.25% M A 2,000,000/ 7T &Y & =R 7 &2 F|
Z TR E16.5% o T A RIS T AR ] 19 &
B AL ) B ) A5 4 4B 1 B TE B R 16.5% 849
AR

RIEPBECEMESRE ([DEMEHRE]D
MOEMEBRERES  FEMNBARZ
R 525% o

REBEHEWRBBERRER HEBR
FIEE AR 2B EE2018F4 A1 A RA12%E
FR14% °

Hfy FIAIE 2 BB RIAARIS & FIAE
Y BEHE

=HEAR

(Unaudited)
(RBEZ)

Six months ended 30 June
HZ=6H30H LL61E A

2019 2018
HK$°000 F % T HK$'000 F&T

Profit for the period has been arrived —HIBZEFIE R, (5t A) T
at after charging/(crediting): ElIE=S

Amortisation of other intangible assets H fth £ fi2 & 2 > #

Depreciation of investment properties IR E&EME 2 T E

Depreciation of property, plant and #1322 LR E 2 ITE
equipment

Depreciation of right-of-use assets ~ FAEEE 2T E
Employee costs (including directors’ EEKA (BIEEEHE)

emoluments)
Impairment loss on property,
plant and equipment *

WE s RRiBMEREL

Impairment loss reversed on other ~ E fth FEUT 718 ~
receivables, net * BB KA RFE

Impairment loss recognised/(reversed) & 2 & 22 & & I FUE ~ B HER

on trade and bills receivables, net * /(B [E) & (E 1B & FE?
Interest income * B UL A*
Loss on disposal/written-off of HE GEEmE HER
property, plant and equipment # B EE
Low-value assets leases expenses  KEEEEME S T
Net exchange gain * [ 5 U a5 F B
Net rental income from investment & & W% 2 H & WA FE*

properties *
Release of prepaid lease payments
Short-term lease expenses

BENHEERERE
RHEE X H

1,508 1,636
1,783 1,837
92,449 85,469
14,215 -
492,129 508,076
16,695 -
- (179)

9,370 (10,029)
(4,103) (2,506)
897 4,277

4 _
(2,727) (6,635)
(5,201) (4,965)
- 1,259

3,733 -

*

Included in other revenue

# Included in other gains and losses
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8. DIVIDENDS 8. KB
(Unaudited)
(RBEZ)
Six months ended 30 June
B Z6A30H LL6fE A
2019 2018
HK$'000 F#7t  HK$'000 F&T
Dividend recognised as distribution EHEEERAED IR ZRE
during the period:
2018 final dividend of HK10.64 cents 2018F KR EAfR B

(2017 final dividend: HK10.4 cents)

FH10.6478 1L (20174

per share RERIR B 1 10.47810) 130,071 125,323
2018 special dividend of HK1.33 cents 2018 F5 Rl iz &
(2017 special dividend: Nil) F/%1.337% 1
per share (CO7TEHFRIRE - &) 16,259 -
146,330 125,323

No interim dividend in respect of the six months ended 30 June 2019 has
been proposed by the board of directors of the Company (six months
ended 30 June 2018: Nil).

The final dividend of HK10.64 cents in respect of the year ended
31 December 2018 (2017: HK10.4 cents) per share, amounting to
approximately HK$130,071,000 (2017: HK$125,323,000) in total, and
the special dividend of HK1.33 cents in respect of the year ended 31
December 2018 (2017: Nil) per share, amounting to approximately
HK$16,259,000 (2017: Nil) in total, had been approved at the annual
general meeting of the Company held on 10 May 2019 and was paid
during the six months ended 30 June 2019.

EARNINGS PER SHARE

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

ARAREEGWEERKNHZE201996A
308 [F61E A 2 R EAR B (B Z=2018F6 A30
Bit6MEA &) -

HE2018F 12 A3 H I FEZ AR EE
f%10.6478 1l (20174 : 10.478 1) - & H 4
130,071,000 7t (20174 : 125,323,000/
TT) AR E E2018F12A31H L FE 2 5
RIRE B R385l (20174 - &) - & H4
16,259,000/ 7T (20174 : £ ) » 2 JA20194F
5108 RIT2 AR RIRERF RS HEH
A WE RE E2019F6 A30H (H61E A Rk
fFo

BRER

RRRIHEBNERESREREN SR
THIRAE T 5 8RR & -

(Unaudited)
(REEX)

Six months ended 30 June
B Z6A30H 1t6{E A

2019
HK$’000 F % T

2018
HK$'000 F&T

27

SETEBREARERN N #E 2T
TR Z AN RIEB AEL 2
&1 & A

Earnings

Profit for the period attributable to
owners of the Company for the
purposes of calculations of
basic earnings and diluted
earnings per share

82,685 63,754
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9. EARNINGS PER SHARE (continued)

9. BREF (&)

(Unaudited)
(REERK)

Six months ended 30 June
B Z6A30H L6 A

2019 2018

Number of shares R EA
Weighted average number of ordinary Ftat & & E AR T ATH 2

shares for the purpose of TR 98 B
calculation of basic earnings
per share

Effect of dilutive potential ordinary BEEE T BARSE MR

shares in respect of share options ~ {T{E B &~ &

outstanding

1,213,558,396 1,205,026,960

889,195 -

Weighted average number of ordinary #tztE & EE BT AT H 2
shares for the purpose of LBAT NHEF 9 E B
calculation of diluted earnings
per share

1,214,447,591 1,205,026,960

The computation of basic earnings per share for the six months ended
30 June 2019 is based on the profit attributable to ordinary equity
shareholders of the Company of HK$82,685,000 (six months ended 30
June 2018: HK$63,754,000) and the weighted average of 1,213,558,396
ordinary shares (six months ended 30 June 2018:1,205,026,960 ordinary
shares) during the period.

The computation of diluted earnings per share for the six months ended
30 June 2019 is based on the profit attributable to ordinary equity
shareholders of the Company of HK$82,685,000 (six months ended 30
June 2018: HK$63,754,000) and the weighted average of 1,214,447,591
ordinary shares (six months ended 30 June 2018: 1,205,026,960 ordinary
shares) after adjusting for the potential dilutive effect caused by the share
options granted under the share option scheme. Its computation is done
to determine the number of ordinary shares that could have been acquired
at fair value (determined as the average market price of the Company’s
ordinary shares) based on the monetary value of the subscription rights
attached to outstanding share options. The number of ordinary shares
calculated above is compared with the number of ordinary shares that
would have been issued assuming the exercise of the share options.

The computation of diluted earnings per share for the six months ended 30
June 2018 does not assume the exercise of the Company’s outstanding
share options because the adjusted exercise prices of those options
calculated in accordance with HKAS 33 “Earnings Per Share” are higher
than the average market price of the shares.
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10.

11.

12.

MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT

The Group incurred expenditure of HK$43,295,000 during the six months
ended 30 June 2019 (six months ended 30 June 2018: HK$128,395,000)
on property, plant and equipment to expand and upgrade the Group's
manufacturing facilities.

MOVEMENTS IN RIGHT-OF-USE ASSETS

The Group has entered into several leases for factory and office in the
PRC, Macau and Indonesia during the six months ended 30 June 2019.
Right-of-use assets amounting to HK$17,349,000 has been recognised
for the current period. In addition, prepaid lease payments presented as
a separate item on the condensed consolidated statement of financial
position is grouped as part of right-of-use assets with effect from 1 January
2019.

10. ¥R -HBERREZED

KEBREHZ2019F6A30H IL61E A © A&
AR AEB 2 EERBEMARDE.
1 25 K 5% 18 8 7 X 543,295,000 7T (&
E2018%6 308 F61E A : 128,395,000/

JT) e

11. FREEE2EH

REENE £2019F6 A30H |F61@ A i &

RPN ez TR

NERMETHE

49 - {3 PR KE & E17,349,00078 7T B KA 7K H fd
R UL RS BRI K ZES A
BEEEZENHAEREEREAFERES
B2 85 B201951 A1 H AN -

INVENTORIES 12. &
(Unaudited) (Audited)
(REERZ) (& Z)
At 30 June At 31 December
M6A30RH W12 8318
2019 2018
HK$’000 T 8T HK$'000 F& T
Spare parts B 35,665 40,573
Raw materials J=A 610,928 626,960
Work-in-progress FE M 437,287 441,646
Finished goods FUPK 382,866 369,928
1,466,746 1,479,107
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13. TRADE AND BILLS RECEIVABLES/PREPAYMENTS,
DEPOSITS AND OTHER RECEIVABLES

The Group allows a credit period ranging from 30 days to 60 days to its
trade customers. The following is an ageing analysis of trade and bills
receivables based on the invoice dates, as at the end of the reporting

period:

13. BEREBEBWFE FARE &

& K 2 AW RRIR

AEEREN FOORSEOREEMT HEE
TP R REEERTURIRIEE R AR

HERLBORE DT :

(Unaudited)
(RBER)

At 30 June
M6 H30H
2019

HK$°000 F &7

(Audited)
(f&&=Z)
At 31 December

MW12H31H
2018

HK$'000 F&T

Within 1 month 1E A K 677,287 680,287
1 to 2 months 12218 A 388,675 325,606
2 to 3 months 2Z3{E A 155,338 143,777
Over 3 months 31E A £ 89,733 98,149

1,311,033 1,247,819
Less: allowance for doubtful debts & : RERE S (17,867) (10,849)

1,293,166 1,236,970

Other receivables as at 30 June 2019 represented value-added tax
recoverable of HK$54,146,000 (31 December 2018: HK$87,794,000)
and prepayments, deposits and other receivables of HK$90,215,000 (31
December 2018: HK$91,631,000).
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14. TRADE AND BILLS PAYABLES/OTHER PAYABLES AND

ACCRUALS

14, EEREBENRE HitbEAFE

REFTEH

(Unaudited)
(REEZ)

At 30 June
MA6H30H
2019

HK$’000 T & 7T

(Audited)
(& Z)
At 31 December

W12H31H
2018

HK$'000 T T

Trade payables B FIA 593,662 525,832
Bills payables FIRENRIE 218,396 244,087
812,058 770,819

The following is an ageing analysis of trade and bills payables based on the
invoice dates, as at the end of the reporting period:

LELEBRNFERERBANBERR

MBREE DTN T :

(Unaudited)
(REER)

At 30 June
H6H30H
2019

HK$°000 F ¥t

(Audited)
(RE®Z)
At 31 December

M12H31H
2018

HK$'000 F#T

Within 1 month 118 AW 346,152 357,205
1 to 2 months 1228 A 265,710 266,508
2 to 3 months 2Z3E A 82,376 55,599
Over 3 months 3E A E 117,820 91,507

812,058 770,819

Other payables and accruals as at 30 June 2019 represented other
payables of HK$91,788,000 (31 December 2018: HK$125,710,000) and
accruals of HK$156,746,000 (31 December 2018: HK$170,567,000).
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15.

16.

BANK BORROWINGS

During the six months ended 30 June 2019, the Group obtained new
bank borrowings of HK$742,590,000 (six months ended 30 June 2018:
HK$868,603,000) and made repayments of HK$814,558,000 (six months
ended 30 June 2018: HK$508,349,000). These bank borrowings obtained
and repaid are mainly denominated in Hong Kong dollar (“HKD”) and US
dollar (“USD”). The bank borrowings raised were mainly used to repay the
existing bank borrowings or as working capital of the Group.

The bank borrowings of the Group are mainly variable rate borrowings. The
average effective interest rate of bank borrowings of the Group is 3.50%
(81 December 2018: 3.09%) per annum and are repayable by installments
over a period from one to three years. All bank borrowings were unsecured
for the six months ended 30 June 2019 and the year ended 31 December
2018.

15. IRITIEE

HZE2019F6 8301 1F61E A REBESH
R 17718 B742,590,00078 Jt (& £20184F6 A
30H 1+61# A : 868,603,000 7t) & B (&
814,558,000/ 7T (# £2018F6430H 16
& A : 508,349,000/ 7T ) - ZZEBEME
BEZRTEEZZUBT (BT K=
TL(TETDFHE -FTEEZRITEENEE
AEEERBMNRITEERRBEAEEZE
BEEE-

AEBEPBRTEEFERZEEE AEEHR
TEE 2 FHEBRFHE A3.50% (20184
12H318 :3.09% ) * WA F1F 234 &
A5 HI(E 2 - 8 £201946 A30H 1161E A
FEZE2018F12A31H L FE - FraRITE
B AEER-

SHARE CAPITAL 16. R4
(Unaudited) (Audited)
(REER) (&E%)
At 30 June 2019 At 31 December 2018
201956 H30H R2018F 128318
No. of shares HK$’000 No. of shares HK$ 000
BREEE FET R & H FHET
Ordinary shares, issued and LAk 28Tk
fully paid HRBRA
At beginning of the period/year RE/F4) 1,205,026,960 865,716  1,205,026,960 865,716
Exercise of share options il 17,450,000 21,022 - -
At end of the period/year RE/F R 1,222,476,960 886,738  1,205,026,960 865,716

In accordance with section 135 of the Hong Kong Companies Ordinance
(Cap. 622), the ordinary shares of the Company do not have a par value.
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MANAGEMENT DISCUSSION AND ANALYSIS EEE&@wR D

BUSINESS REVIEW

2019 marks the 50th anniversary of the Group since it was established back
in 1969. Global financial markets experienced a turbulent ride in the first
half of 2019 (“1H2019") primarily due to the U.S.-China trade overhang and
sluggish global economic growth. However, the Group was able to continue
its strategic development and to maintain a solid financial profile. 1H2019
was an encouraging period for the Group in terms of the growth in gross
profit margin and net profit margin. The demand momentum of the fabric
business was carried forward from 2018 especially during the first four months
of 2019; nevertheless, it was our strategy to deliberately reduce the output
volume of our fabric business when compared with the same period last year
to maintain higher operational efficiency. Even though our total sales volume
of fabric reduced by approximately 21.2% as compared to the first half of
2018 (“1H2018”), thanks to the improved product mix and the higher priced
product proportion which led to the increase in the average selling price, our
total revenue was HK$3,388.4 million in 1H2019 (1H2018: HK$3,760.1 million),
only 9.9% reduction as compared with 1H2018. In addition, the prices of our
major raw materials, including cotton yarn and fuel slightly decreased during
1H2019 as compared with 1H2018, resulting in higher gross profit and gross
profit margin. The gross profit margin increased by 2.5 percentage points from
9.8% in 1H2018 to 12.3% in 1H2019. Profit for the period was HK$90.6 million
in 1H2019, a significant increment of 32.0% from that of 1H2018 (1H2018:
HK$68.7 million).

Our overall operating costs were under control in 1H2019, the percentage
to sales of our distribution and selling expenses as well as administrative
expenses remained at a similar level when compared with that of the same
period last year. The distribution and selling expenses during the period under
review decreased by 23.4% to HK$72.5 milion (1H2018: HK$94.6 million),
representing 2.1% of the total revenue, a decrease from 2.5% in 1H2018. At the
same time, the administrative expenses also decreased by 0.9% to HK$217.7
million (1H2018: HK$219.7 million), representing 6.4% of the total revenue, a
slight increase of 0.6 percentage point compared to that of 1H2018 (1H2018:
5.8%).

According to the information published on the website of the China Cotton
Association (BB /E#H & ), the China cotton price index CCINDEX2129B
(P BRI B %48 80) was RMB14,549/ton as at 28 June 2019 and was
RMB15,839/ton as at 2 January 2019. The China cotton price index was at
the highest in April 2019 at RMB16,119/ton and at the lowest in June 2019
at RMB14,412/ton. When compared with a year before, the China cotton
price index CCINDEX2129B was RMB16,945/ton as at 29 June 2018, and
RMB16,217/ton as at 2 January 2018. From the year-on-year comparison
between 29 June 2018 and 28 June 2019, a 14.1% decrease was recorded.

According to the China coal industry website, the monitoring data shown on 21
June 2019 based on the China coal price index (national comprehensive) was
160.2, down by 4.7 points year-on-year. The Group continued focusing on lean
management, technology automation, machinery upgrade, cost reduction and
control initiatives to boost overall operating profitability. Basic earnings per share
was HKB.8 cents in 1H2019 (1H2018: HK5.3 cents).
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During the period under review, the Group further improved the production
efficiency through continuously reinforcing its lean production management and
applying automated equipment, thereby promoting sustained business growth
of the Group. The Group has continuously replaced and upgraded numerous
relatively less updated and less efficient production facilities in our fabric mills,
including circular knitted fabric machines, continuous tumble dryers, stenters,
fabric shrinkage machines, fabric dyeing machines and fabric printing machines
with new and latest models which provide better production efficiency, less
wastage and higher energy saving.

During the period under review, the Group strategically targeted to minimise
credit risks and enhance working capital through effective credit management.
As a result, the gross aged trade and bills receivables based on the invoice
dates outstanding over 3 months had decreased to HK$89.7 million on 30 June
2019 from HK$98.1 million on 31 December 2018.

Continuous restructuring and consolidating of our subsidiaries with the aims to
streamline operation and reduce costs was successfully implemented during the
period under review.

Production and Sales of Dyed Fabrics and Yarns

The Group’s total production capacity of four fabric mills in both the PRC and
Sri Lanka was approximately 27.5 million pounds of fabric dyeing per month,
which was the same figure for the same period last year.

For the period under review, the Group’s core business, production and sales of
dyed fabrics and yarns, generated revenue of approximately HK$2,963.1 million
and accounted for 87.4% of the Group’s total revenue.

Production and Sales of Garments

Revenue from the production and sales of garments for 1H2019 was
approximately HK$425.3 million and accounted for 12.6% of the Group’s total
revenue.

Dividend

In view of the general practice of the Company to only recommend a final
dividend, the Board has resolved not to declare any interim dividend for the six
months ended 30 June 2019. Nevertheless, the Board will consider changing
the practice and may declare interim dividend in the future. Unless special
circumstances arise, the Group is committed to maintaining a similar range
of dividend payout ratio as our dividend policy so as to provide rewarding
investment return to the shareholders of the Company (the “Shareholders”),
subject to the dividend policy stated on page 65 of 2018 annual report of the
Company.
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Awards and Certifications

Our awards and certificates accredited during 1H2019 were as follows:

RERAE
20194 448 S B P 5608 R BB AN T

Name of Award/ Type of Date of Issue

No. Certification Document (Year/Month) Issuing Unit/Organisation

k=R

MR RERBER XHER (£/8) BB B

Jiangyin Fuhui Textiles Limited ;TR EE 4 &5 R A 5

1 2018 Key and Major Enterprise ~ Award 2019/1 Jiangyin Municipal Party Committee of Communist
of Jiangyin* g Party of the PRC, Jiangyin Municipal People’s
2018F ETlEMESEH Government*

RETRTE IEWARKA

2 2018 Outstanding Enterprise of ~ Award 20191 Environmental Protection Committee of Jiangyin
Environmental Protection* HE e High-tech Industrial Development Zone*
2018F B REIR IR RE ST ERE IREFEERRRRELZES

3 2018 Outstanding Enterprise of ~ Award 2019/2 Jiangyin High-tech Industrial Development Zone
Foreign Investment* #EhE Committee of Communist Party of China*
2018F EINEIRE R ERE hHIRSAIRMEXRERIEEZES

Administration Committee of Jiangyin High-tech
Industrial Development Zone*
IRSHEMEXRERERERZES]

4 2018 Qutstanding Enterprise of ~ Award 2019/2 Jiangyin High-tech Industrial Development Zone
Import and Export Trade* HEhE Committee of Communist Party of China*
2018F EANEHEH QKD hHTIRSRIRMEXRERIEEZES

Administration Committee of Jiangyin High-tech
Industrial Development Zone*
IRSHRMEXREREREREES]

5 2018 Charitable Enterprise* Award 2019/2 Jiangyin High-tech Industrial Development Zone

2018F EA LS E =g Committee of Communist Party of China*
mHETIRSARMEXRERIEEZES
Administration Committee of Jiangyin High-tech
Industrial Development Zone*
IRSHRMEXREREREES]

6 Five-star Enterprise in Caring for ~ Award 2019/3 Jiangyin Working Committee in Caring for the Next
the Next Generation of Jiangyin*  £24% Generation*

IRmeEEOCT —RIERE TRTELT —RIEFEES
BREBATER

7 2018 Outstanding Enterprise Award 2019/6 Jiangyin Blood Donation Administration Committee*
of Blood Donation without g IEempnNEEZES
Compensation*

20184 [& S {8 A M 5t FE L

8 2018-2019 Advanced grass- Award 2019/6 Jiangyin High-tech Industrial Development Zone

roots party organisation of High- &% Committee of Communist Party of China*

tech Industrial Development
Zone*
2018-2019F E & ¥ [&=

PHIBEEHRIEZES
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Name of Award/ Type of Date of Issue

No. Certification Document (Year/Month)
EEEH
X %1 REEH XHER (£/8)

Issuing Unit/Organisation

BHEEN B

Yancheng Fuhui Textiles Limited E i 18 FE 45 i A R 2 7

9 2018 Corporate High Quality Award 2019/2
Development Contribution 1
Award*

018FEh¥sEE2RRE TR 1E

10 2018 Outstanding Three-star Award 2019/2
Enterprise* g
018 FEFEAB=Ed%

11 Environmental Management Certification  2019/2
System Certificate* BE

2 fee

REBEREEARR
Ningbo Young Top Garments Co., Ltd. ZiX A M EKRER QT
12 2018 Outstanding Supplier Award 2019/1

Award* =471
2018418 75 i jE g 12

13 2018 Outstanding Contribution ~ Award 2019/3
Award* HZhH
2018F R I B R 5%

14 2018 Excellent On-time Delivery ~ Award 2019/3
Award* HZh
2018F EIE AR HPEE

Ocean Lanka (Private) Limited ¥ @< (A A) R A F

15 OHSAS 18001 - Occupational Certification  2019/2
Health & Safety Management BE

System Certification

OHSAS 18001 — B ¥ FE ML &
%‘:Ii%itém LK B Sy

WULRORAZ P &=

16 Good Manufacturing Practice Certification  2019/3
(GMP) Certification BE

R IF 1R #1(GMP)R B B &

17 Next Laboratory Accreditation Certification  2019/5
Certification BE
Next ERRERBHES!

CPC Yancheng Economic-Technological
Development Zone Working Committee*
PHERGERMAERIEZES

Yancheng Economic-Technological Development
Zone Management Committee*
BRAERMAEREREEZES

Yancheng Municipal People’s Government*

B ARBUA

Li Ning (China) Sports Goods Co., Ltd.
ZE (PEEEAMBRAR

Li Ning (China) Sports Goods Co., Ltd.
FE(FE)BERARBRAA

Li Ning (China) Sports Goods Co., Ltd.
FE(FE)BERARBRAA

SGS United Kingdom Ltd.
REBARARBEERAR

SGS United Kingdom Ltd.
REBARAREERAR

Next Retail (UK) Ltd.

English names are only the translation of their respective official Chinese names. In
case of inconsistencies, the Chinese names shall prevail.

# Chinese names are only the translation of their respective official English names. In
case of inconsistencies, the English names shall prevail.
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OUTLOOK

According to the World Bank Group’s June 2019 Global Economic Prospects
Report, global growth in 2019 is expected to slow to 2.6%, reflecting weaker-
than-expected trade and investment at the start of the year. Growth is projected
to gradually rise to 2.8% by 2021, predicated on continued benign global
financing conditions and a modest recovery in emerging market and developing
economies (‘EMDEs”"). However, growth in EMDEs remains constrained by
subdued investment. Risks are firmly on the downside, in part reflecting the
possibility of a further escalation of trade tensions. Growth among EMDEs is
projected to fall to 4% in 2019 before recovering to 4.6% in 2020. Growth
among advanced economies as a group is anticipated to slow in 2019 at 1.7%.

With trade and manufacturing showing signs of marked weakness, EMDEs
world merchandise trade volume growth rate is expected to fall to 2.6% in 2019
— down from 3.0% in 2018 (World Trade Organisation, April 2019). As the
weakness in manufacturing abates, global trade is expected to stabilise to an
average of 3.2% in 2020 to 2021, affected by the weaker global economy and
US-China trade tension.

Looking forward to the second half of 2019, the world economy and the retail
market are expected to remain uncertain while consumer sentiments remain
sluggish. Little direct impact had been made to the Group’s business previously
as the Group does not directly export fabric to the US from China, nevertheless,
as the uncertainties resulting from the US-China trade war noticeably increase,
customers’ attitude due to psychological factors towards ordering fabric
products in China turns even more conservative, and therefore, they continue
to adopt the strategy of deferred procurement. Meanwhile, some customers
also speed up adjusting the procurement supply chain and transferring their
order book. This may create unfavourable situations where the number of
product orders of domestic fabric textile manufacturers gradually declines and
the market risk increases. The Group holds a prudently conservative attitude
towards the performance in the second half of the year. Nevertheless, the Group
has been working closely with new clients, including several popular and quality
Japanese brands, which provide attractive business potential going forward.
The Group has long been the pioneer in developing innovative products together
with our customers in the textile and apparel industry and will continue to
allocate resources in this area in the future.

Notwithstanding the ever-changing global economic and market conditions, the
Group is determined to do the best altogether to bring long-term values and
returns to all Shareholders through various measures on cost reduction.

Our appreciation

Finally, we would like to express our gratitude to the shareholders, customers,
business partners and suppliers for their continuous unfaltering support during
the increase in economic instability. We would also like to thank our dedicated
staff for their commitment and contributions to the success of the Group.
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FINANCIAL REVIEW

30 June 2019 are set out below:

g JE) -t

The key operating and financial indicators of the Group for the six months ended

MISHEZRZ25mT

AEBEHZE2019F6 308 L6 AZ TBEE N

Six months ended 30 June

HZ=6H30H LL61E A
2019 2018
Statement of Profit or Loss ltems BEKREH
(Al amounts in HK$ thousands (BRIFRIGIRAINTE £ 58
unless otherwise stated) HAFETYIR)
Revenue = 3,388,393 3,760,117
Gross profit EF 416,904 368,019
EBITDA * BT E REEa S 236,782 185,469
Profit for the period = H R & A 90,597 68,653
Profit attributable to owners of the Company KRaER ANELET 82,685 63,754
Basic earnings per share (HK cents) FREREF GBI 6.8 5.3
Key Financial Ratios FTEHHKLER
Profitability ratios BFIEL L FE
Gross profit margin (%) FH = (%) 12.3% 9.8%
EBITDA margin (%) BT EE N 5H BT R)DE & (%) 7.0% 4.9%
Expenses as a % of revenue BSS b &R E
Distribution and selling expenses DIENIEEEA 214% 2.5%
Administrative expenses THEHA 6.4% 5.8%
Finance costs BhE KA 0.6% 0.3%
Asset efficiency BEEME
Inventory turnover period (days) GFERAER(H) 89 98
Trade and bills receivables turnover period (days) 4% Mk ZikfEIZIEFEES (B) 69 65
Trade and bills payables turnover period (days) & ENZiEEMNZIERES (A) 49 62
* EBITDA means earnings before interest, tax, depreciation and amortisation.
EBITDARR#E /& B R H & K I8 85 AR o
At 30 June At 31 December
MA6H30H M12A31H
2019 2018
Asset ratios BEHLZE
Current ratio* BN R 2.4 2.3
Net debt/EBITDA ratio (annualised) SFE, SBITE R AT
FMEE (F1b) (0.9) (0.4)
Gearing ratio BXEELF
Total liabilities/Equity attributable to afEmE/
owners of the Company RAFRIHE NEGER 0.7 0.6

# Current ratio is calculated by dividing current assets by current liabilities.

MBLLERNFETETHARDEERARB AR
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Revenue

The Group’s revenue for the six months ended 30 June 2019 amounted
to approximately HK$3,388,393,000 (six months ended 30 June 2018:
HK$3,760,117,000).

Revenue by business segments

= £

£ @ E E2019F6A30H [F6EA AL ¥5EN A
3,388,393,000/% Jt (# 2201846 A30H 1-61#
A :3,760,117,000/ 7T ) °

ERBREBTE

Production and Sales of Dyed Fabrics

and Yarns
BLE RIHE AN R
> 87.4% [ Production and Sales of Garments
% B R ERK
()
9% pym

In the first half of 2019, the Group’s core business, production and sales of
dyed fabrics and yarns, generated revenue of approximately HK$2,963,069,000
(six months ended 30 June 2018: HK$3,334,660,000), which accounted
for 87.4% (six months ended 30 June 2018: 88.7%) of the Group’s total
revenue. Revenue from production and sales of garments was approximately
HK$425,324,000 (six months ended 30 June 2018: HK$425,457,000), which
accounted for 12.6% (six months ended 30 June 2018: 11.3%) of the Group’s
total revenue.

Cost of Sales and Gross Profit

For the six months ended 30 June 2019, overall cost of sales of the Group
amounted to approximately HK$2,971,489,000 (six months ended 30 June
2018: HK$3,392,098,000) and overall gross profit margin was 12.3% (six
months ended 30 June 2018: 9.8%).

During the period under review, the Group’s revenue decreased by 9.9%
compared with the same period last year, which was mainly due to the decrease
in sales volume of fabric by approximately 21.2%. The growth in the average
selling price of fabric led to an increase in gross profit margin as compared with
last year.

Distribution and Selling Expenses

For the six months ended 30 June 2019, the Group’s overall distribution and
selling expenses amounted to approximately HK$72,509,000 (six months ended
30 June 2018: HK$94,602,000), which accounted for 2.1% (six months ended
30 June 2018: 2.5%) of the Group’s total revenue.

Administrative Expenses

For the six months ended 30 June 2019, the Group’s overall administrative
expenses amounted to approximately HK$217,720,000 (six months ended 30
June 2018: HK$219,737,000), which accounted for 6.4% (six months ended 30
June 2018: 5.8%) of the Group’s total revenue.
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Earnings before Interest, Tax, Depreciation and
Amortisation (EBITDA)

For the six months ended 30 June 2019, the Group’s EBITDA amounted
to approximately HK$236,782,000 (six months ended 30 June 2018:
HK$185,469,000) and the EBITDA margin was 7.0% (six months ended 30
June 2018: 4.9%).

Finance Costs

For the six months ended 30 June 2019, the Group'’s finance costs amounted
to approximately HK$19,476,000 (six months ended 30 June 2018:
HK$12,982,000), representing 0.6% (six months ended 30 June 2018: 0.3%) of
the Group’s total revenue.

Capital Expenditure

During the period under review, the Group invested approximately
HK$43,295,000 (six months ended 30 June 2018: HK$128,395,000) in
additions of property, plant and equipment. The Group’s capital commitments
primarily relate to the acquisition of property, plant and equipment. As at 30
June 2019, the Group had contracted capital commitments of approximately
HK$43,550,000 (31 December 2018: HK$20,000,000) in relation to the
acquisition of property, plant and equipment.

Income Tax Expense

For the six months ended 30 June 2019, income tax expense of the Group
amounted to approximately HK$24,666,000 (six months ended 30 June 2018:
HK$18,532,000).
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Liquidity and Financial Resources

As at 30 June 2019, the Group’s net assets amounted to approximately
HK$3,538,429,000 (31 December 2018: HK$3,601,245,000). The key figures of

the Group’s financial position were as follows:

ETRBMERMERER

SEEEFEOR
3,638,429,000/% 7t (20184 12H31H :

M2019F6 A30H -

3,601,245,0007% 7T ) ° B % Ak 0 89 = 2 8k 10

T~
At 30 June At 31 December
M6H30H MW12A31H
2019 2018
HK$’000 F&T HK$'000 F& T
Non-current assets EMENEEE 1,882,295 1,771,706
Current assets mENEE 3,852,180 3,892,818
Total assets BEMBE 5,734,475 5,664,524
Current liabilities mENBE 1,595,782 1,687,133
Non-current liabilities ERBEaE 600,264 376,146
Total liabilities BEBE 2,196,046 2,063,279
Net assets BEFE 3,538,429 3,601,245
The Group met its funding requirements in its usual course of operation by cash ~ EBAEBEBFRSIRESRERBITNRESHERE

flows from operations, as well as long-term and short-term bank borrowings.
Capital expenditure was mainly financed by long-term bank borrowings.

As at 30 June 2019, the principal financial covenant figures/ratios (according to

B

NEHEESRE MEAHXAEZHRMRT

20196 A30H - T ZM M RN BUE X

the definitions of the Group’s principal banks) were as follows: (RERAEEZZERBITHER) AT :
At 30 June At 31 December
M6H30H M12A31H
2019 2018
Consolidated tangible net worth REFBENEE HK$3,258,885,000 HK$3,162,107,000
Consolidated total bank debt to 4R I/:l\ RIRITEEY
consolidated tangible net worth FEFBREEL 0.2 0.3
Consolidated EBITDA to iR BT E K AT A B Y
consolidated interest expense fRE R B A 12.2 14.1
Consolidated current assets to A REEES
consolidated current liabilities RERBEEL 2.4 2.3
Consolidated capital expenditure RAEBEARRAX HK$43,295,000 HK$242,653,000
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Risk Management

The Group follows a stringent and prudent risk management policy to manage
foreign exchange and interest rate risks.

The sale and the purchase of raw materials of the Group were mainly
denominated in HKD, USD and Renminbi (‘RMB”). Since the Group mainly
carries out production in China, we are exposed to foreign exchange risk arising
from RMB exposure. The Group has been closely monitoring the exchange
rate fluctuation for USD and RMB and will continue to monitor the trend of the
exchange rate and adopt appropriate measures in order to mitigate the foreign
currency risk in a cautious manner.

In addition, bank borrowings of the Group were denominated in HKD and
USD and interests were mainly charged on a floating rate basis. The Group will
continue to monitor the interest rates fluctuation in the market and will adopt
appropriate measures to minimise the interest rate risk.

EMPLOYEES AND REMUNERATION
POLICIES

As at 30 June 2019, the Group had approximately 8,800 (30 June 2018:
9,100) full-time employees. The Group will continue to implement streamlined
production so as to further minimise its labour cost. The Group’s emolument
policies are formulated on the performance of individual employee and the salary
trends in various regions, which are reviewed regularly. Subject to the Group’s
profitability, the Group may also distribute a discretionary bonus to its employees
as an incentive for their contribution to the Group.

The Company has established a share option scheme for its employees, and
also provides regular training courses and subsidies for continuing education so
as to improve the skills of its employees with respect to production, selling and
management.

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

During the period under review, the Company had not redeemed its listed
securities, nor did the Company or any of its subsidiaries purchase or sell any of
such securities.

CORPORATE GOVERNANCE CODE

Throughout the period from 1 January 2019 to 30 June 2019, the Company has
applied the principles of, and complied with, all the applicable code provisions
of the Corporate Governance Code as set out in Appendix 14 to the Listing
Rules (the “CG Code”) except for code provision A.2.1 of the CG Code. With
effect from 23 January 2015, the Chairman and an Executive Director, Mr.
ZHAO Yao, has taken up the position of chief executive officer of the Company,
details of which were set out in the announcement of the Company dated 23
January 2015. This deviated from code provision A.2.1 of the CG Code, which
stipulates that the responsibilities between the chairman and chief executive
officer should be divided. However, having considered the current status of the
Group, vesting the roles of both chairman and chief executive officer in the same
person enables the Group to plan its overall strategy more efficiently and achieve
the budgeted target. The Board believes that the balance of power and authority
under this arrangement is adequately ensured by the Board which comprises
experienced, professional and high caliber individuals with a sufficient number
thereof being independent non-executive Directors (the “INEDs”).
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MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix 10 to the Listing Rules (the
“Model Code”) as its own code of conduct regarding Directors’ securities
transactions. Having made specific enquiries with all Directors, they have
confirmed that they had complied with the required standard set out in the
Model Code for the period under review.

AUDIT COMMITTEE’S REVIEW

The Company has established an audit committee of the Board (the “Audit
Committee”) for the purposes of reviewing and providing supervision over the
Company’s financial reporting process, risk management and internal control
systems. The Audit Committee presently comprises 1 non-executive Director
and 2 INEDs, and 1 of the INEDs acts as the chairman of the Audit Committee.
The Audit Committee has reviewed the unaudited interim results of the
Company for the six months ended 30 June 2019.

PUBLICATION OF 2019 INTERIM RESULTS
ANNOUNCEMENT AND INTERIM REPORT

This results announcement is published on the respective websites of the
Company (www.fshl.com) and the Stock Exchange (www.hkexnews.hk). The
2019 interim report of the Company containing all the information required by
the Listing Rules will be dispatched to the Shareholders and available on the
respective websites of the Company and the Stock Exchange in due course in
the manner as required by the Listing Rules.

By Order of the Board

Fountain Set (Holdings) Limited
ZHAO Yao

Chairman and Chief Executive Officer

Hong Kong, 22 August 2019
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As at the date of this announcement, the Board comprises 4 executive Directors, namely Mr. ZHAO Yao (Chairman and Chief
Executive Officer), Mr. LIU Xianfu, Mr. TAO Yongming and Mr. YAU Hang Tat Andrew;, 2 non-executive Directors, namely Dr. YEN
Gordon (Non-executive Vice Chairman) and Mr. SUN Fuji; and 3 INEDs, namely Mr. NG Kwok Tung, Mr. YING Wei and Mr. William

LAM.
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