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CONDENSED FINANCIAL STATEMENTS

The Board of Directors is pleased to announce that the unaudited
condensed consolidated financial statements of the Company and
its subsidiaries (“the Group”) for the six months ended 28th

February, 2003 are as follows:

Condensed Consolidated Income Statement

For the six months ended 28th February, 2003

Turnover
Cost of sales

Other operating income

Distribution costs

Administrative expenses

Impairment losses recognised
in respect of property, plant
and equipment

Profit from operations

Finance costs

Share of results of jointly
controlled entities

Impairment losses recognised
in respect of interests in
jointly controlled entities

Profit before taxation
Taxation

Profit before minority interests
Minority interests

Profit for the period
Dividend paid

Earnings per share
Basic

Diluted
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Six months Six months
ended ended
28th February, 28th February,
2003 2002
BZ BHZE
—EE=F —ETCF
“A=Zt+NB Z—AZ-+NH
~EAR L NE A LE
(unaudited) (unaudited)
(REBEEX) (REEZ)
Notes HK$’000 HK$°000
[y &t FERT FET
3 2,549,432 2,127 506
(1,809,704) (1,551,656)
739,728 575,850
25,439 27,248
(201,977) (144,278)
(288,051) (244,958)
— (14,451)
4 275,139 199,411
5 (20,034) (26,677)
— 250
— (32,930)
255,105 140,054
6 (39,612) (22,696)
215,493 117,358
(16,894) (12,558)
198,599 104,800
7 86,378 42722
8
25.33 centsfll 13.49 centsflll
25.27 centsll 13.41 centsflll
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Condensed Consolidated Balance Sheet

At 28th February, 2003

Non-current assets
Investment properties
Property, plant and equipment
Goodwill

Interests in jointly controlled entities

Current assets
Inventories
Trade and other receivables
Taxation recoverable
Short-term bank deposits
Bank balances and cash

Current liabilities
Trade and other payables
Bills payable
Taxation payable

Bank borrowings - due within one year

Obligations under finance leases

- due within one year

Net current assets

Total assets less current liabilities
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BRGEEEEEXR
R-ZFEE=F-F-+)/1H

28th February, 31st August,
2003 2002
—EE=-F —FTE-
“A=+tNB NA=+—H
(unaudited) (audited)
(REER) (BREER)
Notes HK$’000 HK$'000
k3 FHETT F&E T

FERBEE
REYE 149,392 150,602
Mz - MR NRE 9 1,869,250 1,749,729
SES 3,910 1,173
JEE {1 £ ] 12E ) 4 15 4 25 13,427 13,657
2,035,979 1,915,161

REEE
e 10 1,318,997 1,007,584
LEDEMEWHE 11 1,258,207 1,190,956
o] U [B] % 18 4,221 543
REEITER 134,504 198,068
RTHEFERR® 210,701 208,527
2,926,630 2,605,678

REEEFE
SEREMEMNRIE 12 446,144 413,734
e E 301,966 278,059
JE 1~ 77 18 65,702 71,019
RITIEE—FANEH 459,807 313,794

A ERMNER

——F R 5 28,434 30,272
1,302,053 1,106,878
RYEEFE 1,624,577 1,498,800
EELERRDEE 3,660,556 3,413,961
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Condensed Consolidated Balance Sheet
(Continued)

At 28th February, 2003

Non-current liabilities EmEAaE

)

Bank borrowings - due after one year  $R1Tf8 E——F 1% E|

Obligations under finance leases MREERMERR
- due after one year ——F &3
Deferred taxation EAETRIE
Minority interests DEBRRER
Net assets BEEFE
Capital and reserves BERRH#EB
Share capital g A
Reserves i
Shareholders’ funds BREREE

EHRGREEERER (A)

R-ZFEZE=F_A-1/A

28th February, 31st August,

2003 2002

—ETZ=F —EECF
—B=Z+NH NA=+—H
(unaudited) (audited)

(REER) (BEREZ)

Note HK$’000 HK$'000
fif i FET FET
844,004 716,489

64,356 70,880

15,119 14,055

923,479 801,424

178,190 172,786

2,558,887 2,439,751

13 157,052 155,353
2,401,835 2,284,398

2,558,887 2,439,751
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Fountain Set (Holdings) Limited

Condensed Consolidated Statement of
Changes in Equity

For the six months ended 28th February, 2003

At 1st September, 2001

Shares repurchased
Exercise of share options
Transfer of reserve on
shares repurchased
and cancelled
Movement in the asset
revaluation reserve
Exchange differences
arising from translation
of financial statements
denominated in foreign
currencies not recognised
in the consolidated
income statement
Profit for the period
Dividend paid

At 28th February, 2002

Exchange differences
arising from translation
of financial statements
denominated in foreign
currencies not recognised
in the consolidated
income statement

Profit for the period

Dividend paid

At 1st September, 2002

Exercise of share options

Exchange differences
arising from translation
of financial statements
denominated in foreign
currencies not recognised
in the consolidated
income statement

Profit for the period

Dividend paid

At 28th February, 2003
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Capital Asset
Share Share Capital redemption revaluation Translation  Retained
capital  premium reserve reserve reserve reserve profits Total
. i #E
Bx RGEE 24@%E RORE EfRE EXRE RAEER BE
HKSO000  HKS000  HKSOO0  HKSOOO  HKS000  HKSOO0  HKSO00  HK$000
Thr THr  FEr  TEr  ThEr  FEr  TET  TEx
155,423 160,913 68,484 108 362,993 (40547) 1642752 2,350,126
(102) — — — — — (324) (426)
32 68 — — — — — 100
— — — 102 — — (102) —
— — — — (87,628) — — (87,628)
— — — — — (1479) — (1479)
— — — — — — 104,800 104,800
— — — — — — (42722)  (42722)
155,353 160,981 68,484 210 275,365 (42026) 1,704,404 2322771
— — — — — (2979) — (2979)
— — — — — — 166,566 166,566
— — — — — — (46,607)  (46,607)
155,353 160,981 68,484 210 275,365 (45,005) 1824363 2439751
1,699 4417 — — — — — 6,116
— — — — — 799 — 799
— — — — — — 198,599 198,599
— — — — — — (86,378)  (86,378)
157,062 165,398 68,484 210 275,365 (44206) 1936584 2,558,887
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Condensed Consolidated Cash Flow Statement

For the six months ended 28th February, 2003

R F

BHHGAERERERR

B2 _ZFF=F_A-F+NA~EAL

Net cash (used in) from operating activities

Net cash used in investing activities

Net cash from (used in) financing activities

Net (decrease) increase in cash and

cash equivalents

Cash and cash equivalents at beginning
of the period

Effect of foreign exchange rate changes

Cash and cash equivalents at end of
the period

Cash and cash equivalents at end of
the period
- as previously reported
- effect of reclassification of

short-term borrowings

- as restated

Six months Six months
ended ended
28th February, 28th February,
2003 2002
BZ BHZE
—EE=F —ERE-F
—A=+NB —A=+tNH
~EAR L NE A I
(unaudited) (unaudited)
(RBERZ) (REEZ)
HK$’000 HK$'000
FET FET
2BIEAE (A MG
BeFE (27,086) 205,667
REBEMACREFE (200,884) (74,389)
BEEBME(FTA) 2
Be#E 165,518 (124,632)
RBehERRELER 2
CRA) & mEE (62,452) 6,646
RABREAREZ2BRE R
ZRAEIEH 404,374 282,319
EXEGEH w2 1,455 (951)
RABRERERZBER
ZRAEIEH 343,377 288,014
RABRERER ZRE R
ZRAELIEH
— fo ATt (79,867)
-~ HHEERETIE 367,881
=
V=
—-B &% 288,014

EE=FERHRE



Notes to the Condensed Financial Statements

For the six months ended 28th February, 2003

Fountain Set (Holdings) Limited

BELEE R

HE-_ZZ=-F_A-F+/NHA~AAI

Basis of Preparation

The condensed financial statements have been prepared in
accordance with the applicable disclosure requirements of
Appendix 16 to the Rules Governing the Listing of Securities
(the “Listing Rules”) on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) and with the Statement of
Standard Accounting Practice (“SSAP”) 25 “Interim financial
reporting” issued by the Hong Kong Society of Accountants.

Significant Accounting Policies

The condensed financial statements have been prepared
under the historical cost convention, as modified for the
revaluation of certain properties.

The accounting policies adopted are consistent with those
followed in the preparation of the Group’s annual financial
statements for the year ended 31st August, 2002, except as
described below.

In the current period, the Group adopted, for the first time, a
number of new and revised SSAPs issued by the Hong Kong
Society of Accountants, which has resulted in the adoption of
the following revised accounting policy. The adoption of these
SSAPs has resulted in a change in the format of presentation
of the cash flow statement and the inclusion of a statement
of changes in equity, but has had no material effect on
the results for the current or prior accounting periods.
Accordingly, no prior period adjustment has been required.

Cash Flow Statements

In the current period, the Group adopted SSAP 15 (Revised)
“Cash flow statements”. Under SSAP 15 (Revised), cash flows
are classified under three headings - operating, investing and
financing, rather than the previous five headings. Interest paid
and received, which were previously presented under a
separate heading, are classified as operating cash flows and
investing activities, respectively. Cash flows arising from taxes
on income are classified as operating activities, unless they
can be separately identified with investing or financing
activities. In addition, the amounts presented for cash and
cash equivalents have been amended to exclude short-term
borrowings that are financing in nature. The re-definition of
cash and cash equivalents has resulted in a restatement of
the comparative amounts shown in the cash flow statement.
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3.

Segmental Information

An analysis of the Group’s turnover and contribution to
operating results by geographical markets is as follows:

Six months ended 28th February, 2003

TURNOVER
External sales
Inter-segment sales

Total turnover

RESULT
Segment result

Interest income
Unallocated corporate
income

Profit from operations
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Six months ended 28th February, 2002

TURNOVER
External sales
Inter-segment sales

Total turnover

RESULT
Segment result

Interest income
Unallocated corporate
income

Profit from operations

EXE
HIMEE
PRRHE

MERA
0ppEiv
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3. ZEAM

FEEZEREREERRRREN

EmEammT

The
People’s
Hong  Republic Rest
Kong  of China Taiwan  of Asia  America Europe Elimination Consolidated
PEAR LY

& #AE 88 DNHE E: BOM B g4
HK$000  HK$000  HK$000  HK$000  HK$000  HK$000  HK$000  HK$000
TE#r  T#r  TExr TErn  TEr  TEr  TEr  TExn
HE-BRE-F-A-+NBEAEAL
1,270,022 30,464 228487 575651 397,271 47,537 — 2,549,432
2,302,078 1,756,030 — 101,775 35,411 — (4,195,294) —
3,572,100 1,786,494 228,487 677,426 432,682 47,537 (4,195,294) 2,549,432
151,549 0643 26,300 56,110 26,986 5,907 267,495
1,463
6,181
275,139
BE-SBR-F-A-tN\BAEAL
1,203,928 25463 212931 417,086 183452 84,646 — 2,127,506
1,919,645 1,389,567 — 113,747 25,735 — (3,448,694) —
3123573 1,415,030 212931 530,833 209,187 84,646 (3,448,694) 2,127,506
159,088 361 14,149 10,594 2,326 8,301 194,819
1,670
2,922
199,411

FEE-_FHHEE



4.  Profit from Operations

Depreciation and amortisation
of property, plant and equipment
Amortisation of goodwill (included
in administrative expenses)
Loss on disposal of investment

properties

5. Finance Costs

Interest on:
Bank borrowings wholly repayable
within five years
Finance leases wholly repayable

within five years

Bank facilities arrangement fees
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REFAMNKZ
RITIEE

REFAMNKZ
FHBHE

EERER
Six months Six months
ended ended
28th February, 28th February,
2003 2002
BZ BZE
—¥F=F -—TT_F
Z—A=Z+N\B Z—A=+/\H
~MEA Lk NE A LE
HK$’000 HK$'000
FET FET
83,310 79,713
225 —
187 —

EERE
Six months Six months
ended ended
28th February, 28th February,
2003 2002
BZ BHE
—¥F=F -—TT-F
—A=+NB ZAZ=Z+NH
~EA L NE A 1E
HK$’000 HK$'000
FERT FET
17,280 23,605
1,843 2,279
19,123 25,884
911 793
20,034 26,677




6. Taxation

The charge comprises:

Hong Kong Profits Tax
Overseas taxation

Deferred taxation

Share of taxation attributable to

jointly controlled entities

FHEX(RE)AR2LF

6.

MERE

BB BN
BIMR IR
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B

Six months Six months
ended ended
28th February, 28th February,
2003 2002
BZ BZE

—EE=F —EEC
“A=Z+N\B Z—A=-+NH
~MEA Lk NE A LE
HK$’000 HK$'000
FET FAET
35,315 18,890
3,236 3,776
1,061 —
39,612 22 666
— 30
39,612 22,696

Hong Kong Profits Tax is calculated at 17.5% (1.9.2001-
28.2.2002: 16%) of the estimated assessable profit for the
period.

Overseas taxation is calculated at the rates prevailing in the

respective jurisdictions.

BEERMNBENAYERERIHE
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Fountain Set (Holdings) Limited

7.  Dividend Paid

Final, paid: HK11.0 cents for the
year ended 31st August, 2002
(year ended 31.8.2001: HK5.5 cents)

per share

The directors have determined that an interim dividend of
HK12.0 cents (2002: HK6.0 cents) per share be payable to
the shareholders of the Company whose names appear in the

register of members on 13th June, 2003.
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7. BRRE

Six months
ended
28th February,
2003
Bz
—E8=F
—A=+NH
AEA Lk
HK$’°000
FET
BRARE
BE_ZTT_F
NA=+—BLEFE
FR11.08L
(BE-_TZT—F
NA=Z+—BLEFE
5.5/ 1) 86,378

Six months
ended

28th February,
2002

Bz

==

—A=+NH
~NEA L
HK$'000
FET

42,722
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EETCRTRETHREGR12.0%
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Earnings per Share

The calculation of the basic and diluted earnings per share for

the period is based on the following data:

Profit for the period

Earnings for the purposes of basic

and diluted earnings per share

Number of shares

Weighted average number of ordinary
shares for the purpose of basic

earnings per share

Effect of dilutive potential ordinary

shares in respect of share options

Weighted average number of ordinary
shares for the purpose of diluted

earnings per share

8. BREF

IBEAE

AERSREAREFRNDRET

Six months Six months
ended ended
28th February, 28th February,
2003 2002
Bz BHE
—BE=F —ETC
“A=tNB Z—A=-+NH
AMEA Lk ~MEA LE
HK$°000 HK$'000
FET FET
REER
AR ESRERR
BERNzEF 198,599 104,800
Six months Six months
ended ended
28th February, 28th February,
2003 2002
Bz BHZE
—EBER=F —EZ-
“AZ+N\B Z—A=-+NH
AEA L ~NE A L
BRHEE
ALt EERERRF
ZIEFHEBRRN
2 g 784,197,778 776,860,209
R T R AR (D
BEovE 1,754,879 4,360,265
AUt EEREER T
ZIEFGEERN
EgE! 785,952,657 781,220,474

EE s



Fountain Set (Holdings) Limited

9. Movements in Property, Plant and Equipment 9. WX KBERZE2Z2ED
During the period, the Group incurred expenditure of ABEAASEABEARERALE
approximately HK$196,066,000 (year ended 31.8.2002: HERBEMARENDE  BER
HK$269,968,000) on additions to property, plant and RENT T4 A196,066,000% T
equipment to expand and upgrade the Group’s manufacturing (BHE_ZST-FNA=T—HL#F
facilities. [ : 269,968,000 1T ) °
10. Inventories 10. RE
28th February, 31st August,
2003 2002

—2T=F C—TTF
ZA=+NB NA=+—H

HK$’000 HK$'000
FHET FET
Raw materials R &} 809,967 578,317
Work in progress F8 M 297,680 238,247
Finished goods 2UPK i 211,350 191,020
1,318,997 1,007,584
11. Trade and Other Receivables 11, EXRHEMEKE
The Group allows an average credit period of 75 days to its AEERBIHISRABTEER
trade customers. P o
The following is an aged analysis of trade receivables at the REBR  EERRREZERRAN
balance sheet date: mE
28th February, 31st August,
2003 2002
—EEZ=F —ETCF
—BA=Z+N\B NA=+—H
HK$’000 HK$'000
FHET FET
Not yet due K E|HR 412,820 510,016
Overdue 1 - 30 days 1B H811-30K 207,336 158,909
Overdue 31 - 60 days B EA31-60K 60,346 108,133
Overdue > 60 days BEIR A 60K 61,861 80,928
742,363 857,986
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12. Trade and Other Payables

FHEX(RE)AR2LF

The following is an aged analysis of trade payables at the

balance sheet date:

Not yet due

Overdue 1 - 30 days
Overdue 31 - 60 days
Overdue > 60 days

13. Share Capital

Authorised:
At beginning and end
of the period

Issued and fully paid:
At beginning of the
period
Exercise of share options
(Note)
Shares repurchased

At end of the period

Note:

12. BXREMENRE

REER  EERNFELERAN
mE
28th February, 31st August,
2003 2002
—EE=F —EETCF
“A=Z+N\B NA=+—H
HK$’°000 HK$'000
FHET FET
R E| 253,800 213,801
#AHI1-30K 24,467 17,833
1@ HI31-60K 6,506 4,746
FEELNER G IFN 11,531 5,538
296,304 241,918
13. BA&
Number of ordinary shares
of HK$0.20 each
SREE0.20% T Amount
LERMEA 8
28th February, 31st August, 28th February, 31st August,
2003 2002 2003 2002
—2%=§ C"ETTC —2%=§ C"ETZC
ZAZ+NA NA=+—-B ZAZ+AB J\A=+—H
HK$’°000 HK$'000
TEn FET
ET
R R
kR 1,400,000,000 1,400,000,000 280,000 280,000
BETREZM:
RN B 18 B
776,764,960 777,116,960 155,353 155,423
171% R
(H13t) 8,494,000 160,000 1,699 32
B KR — (512,000) — (102)
WAHELLERE 785,258,960 776,764,960 157,052 155,353
Miat

During the period, 8,494,000 shares in the Company of HK$0.20
each were issued upon the exercise of 8,494,000 share options at a

subscription price of HK$0.72 per share. These shares rank pari

passu with existing shares in all aspects.

A HIRS R8,494,000 B MR 1T B M 317
78,494,000 BB EE0.2E T2 AR
ﬂ%@oﬁ%Z%%Eﬁ%%072%
cRERNEREROHDESIEHE

ﬂ»E/\o

EE s



Fountain Set (Holdings) Limited

14. Capital Commitments 14. BEXREE
28th February, 31st August,
2003 2002
—gg=fy _TT_F
—R=Z+NH NA=+—H
HK$°000 HK$'000
FET FET
Capital expenditure in respect of the REBEEME  #R
acquisition of property, plant and REBZERENEE
equipment contracted for but not MBBRERREEI 2
provided in the financial statements BARX 166,066 136,770
Capital expenditure in respect of the REBBEEDE - R
acquisition of property, plant and REEzEHERRK
equipment authorised but BHCEARARAY
not contracted for 3,839 3,587
15. Contingent Liabilities 15. HREE
28th February, 31st August,
2003 2002
—28=f _—TT-H
—A=tN\B NA=+—H
HK$°000 HK$'000
FET FET
Discounted bills with recourse MEeEREZBRFEER 30,765 41,725
Invoices factored with recourse MERB s BEREE 29,791 37,414
60,556 79,139

16. Related Party Disclosures

16. EREALHE

During the period, the Group paid rental expenses amounting
to approximately HK$444,000 (1.9.2001 to 28.2.2002:
HK$453,000) to a company controlled by Centre Trustee (C.1.)
Limited. Centre Trustee (C.I.) Limited is the trustee of the Ha
Trust, a trust established by Mr. Ha Chung Fong for the benefit
of his family. Mr. Ha Chung Fong is the Chairman and
Managing Director of the Company. The rentals were charged
in accordance with the terms of the tenancy agreements

entered into between the Group and that company.
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16.

17.

FHEX(RE)AR2LF

Related Party Disclosures (Continued) 16. EREALHE £
On 20th December, 2002, Ambler House Development RZFEE-F+-A=-+H  AQ7F
Limited (the “Purchaser”), a wholly-owned subsidiary of the ZE2EWBABAmMbler House
Company, entered into a Sale and Purchase Agreement (the Development Limited ([E %K) &
“Agreement”) with Harmony Corp. (the “Seller”). Pursuant to Harmony Corp. ([BXR ) i —1H E
the Agreement, the Purchaser agreed to acquire from the BEEN([E64]) - BEAHDH EX
Seller the entire issued and paid up share capital of Higon AE A12,000,0008 T2 R EREM
Enterprises Limited, Richlink (HK) Limited and Karlson EXBEANEBRARRA BB (F
Industrial Limited (collectively the “Higon Group”), for a cash B)ERRAIRMEERLA (S
consideration of HK$12,000,000. Harmony Corp., is (BeEE]) 2EERTREXH
beneficially owned by Mr. Ha Kam On, Victor, who is the son B o Harmony Corp. BB 88 %2 A&
of Mr. Ha Chung Fong, the Chairman and Managing Director ERBE MEBTLERAATE
of the Company and a director of the Purchaser. FREEAREREZEZENTE
E: 1
The consideration has been arrived at after arm’s length REEHERNRERE —REERR
negotiation between the Purchaser and the Seller on normal RERZTEAZ ETEEERE
commercial terms with reference to a combination of factors, BrEEFERTE EATYERT
namely, the net asset value and goodwill of the Higon Group. METH °
Acquisition of Subsidiaries 17. BENBAF
On 20th December, 2002, the Group acquired the entire R-ZEE-_F+-A-+H K£E
issued and paid up share capital of the Higon Group for a MHTEE16FT A 12,000,000 T 2
cash consideration of HK$12,000,000 as described in note ReREBEASREBECHECR RN
16. This transaction has been accounted for using the REXABRA - LWERZUENEA
purchase method of accounting. i o
The effect of the acquisition is summarised as follows: BEVRVEBRENT :
HK$'000
FET
Net assets acquired BACEEFE 9,038
Gooduwill arising on acquisiton BERMELAZHE 2,962
Cash consideration ReRE 12,000
Net cash outflow arising on acquisition BERMELAZHERLFE
Cash consideration BeRE 12,000
Bank balances and cash acquired BAZRTEGFELRR S (2,468)
Bank borrowings and overdraft acquired BAZRITBERESX 6,348
15,880

The Higon Group did not make any significant contribution to

the results of the Group for the period.

BREEUASENARRETEE
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Fountain Set (Holdings) Limited

INTERIM RESULTS

For the six months ended 28th February, 2003, the Group’s
unaudited profit amounted to approximately HK$198,599,000, an
increase of 89.50% over the same period last year. Turnover
reached approximately HK$2,549,432,000, an increase of 19.83%
over the same period last year. The Board resolved the payment of
an interim dividend of HK12.0 cents, an increase of 100% when
compared with HK6.0 cents per share of the same period last year.

Despite the adverse factors such as the economic slowdown in the
United States faced by the Group, the contributions from the
management and the employees have been attributable to the
achievement of such outstanding results. In respect of marketing, the
sales department proactively pursued for opportunities, and
participated in a number of exhibitions that had obtained satisfactory
results. In respect of production, the Group actively developed new
products, improved productivity and energy utilisation. The
appropriate control of costs and maintaining bank interest expenses
at a low level had helped to enhance the profit of the Group.

BUSINESS REVIEW

Production and Sales of Dyed Fabrics, Sewing Threads and Yarns

Production and sales of dyed fabrics, sewing threads and yarns
remained as the principal operation of the Group, and accounted for
91.45% of the Group’s total turnover. Turnover reached approximately
HK$2,331,534,000, an increase of 14.83% over the same period last
year. During the period under review, the global economy remained
sluggish, and product prices continued to fall. Nevertheless, with the
acquisition and replacement of advance production equipment
during previous years, considerable growth was achieved by this
segment under the premise of increase in productivity.

The Group adopted a number of active and aggressive measures
during the last financial year, which laid down a foundation for
improving the profit margins of this segment. Thus, production costs
during the period under review fell continuously. The operation of two
steam and electricity co-generation facilities reduced the impact from
the soaring fuel prices triggered by the US-Irag war. The acquisition
of advanced production equipment increased the productivity so as
to achieve economies of scale. Therefore, contribution to operating
results from this segment during the period under review increased
from 9.82% in the same period last year to 11.23%.
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BUSINESS REVIEW (Continued)

Production and Sales of Garments

Turnover from the production and sales of garments was
approximately HK$217,898,000, an increase of 124.28% over the
same period last year, representing 8.55% of the Group’s total
turnover. Contribution to operating results had a turnaround, with a
profit of approximately HK$5,573,000. Following the organisation
and management restructuring in the past year, the Group reiterated
its emphasis in the development of infant wear market for its
garment business, in order to fully capitalise on the Group’s leading
position in the production of printed fabrics and the business
opportunities arising from the elimination of export quota on infant
wear. Furthermore, the Group actively improved the operational flow
in production, thus drastically enhanced production volume and
efficiency, and achieved greater economies of scale.
Communications with the existing customers were strengthened,
and new customers were actively developing. These in turn

contributed to a more significant growth in orders.

In addition, to further expand the scale of its garment business and
to strengthen the production and management team for this
segment, the Group acquired from Mr. Ha Kam On, Victor, the son
of Mr. Ha Chung Fong, the Chairman of the Group, his companies
and plants engaged in garment manufacturing business at
HK$12,000,000 in cash in December 2002. This investment
enlarged the production capacity of the Group’s garment business
in the PRC, and further enhanced its competitiveness in the infant

wear market.

OUTLOOK

Lack of direction in the global economy and the US-Irag war that
lead to fluctuations in oil prices is creating more uncertainties for the
industrial sector. The outbreak of Severe Acute Respiratory
Syndrome (“SARS”) also brought about temporary concerns in the
business environment. It is fortunate for the Group to have been
able to maintain close communication with customers through its
overseas subsidiaries and representative offices. It is anticipated
that with the lessening of adverse effects such as the US-Iraq war
and the SARS issue, the number of rushed orders will increase.
Entities with strong production capacity will therefore be better
positioned to capture market share. The Group will closely monitor

development in the market and prepared for challenges ahead.
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Fountain Set (Holdings) Limited

OUTLOOK (Continued)

Apart from acquisition and replacement of advanced production
equipment, the Group will also reengineer internal planning and
operations simultaneously to enhance productivity of each
department. Phase | of the Group’s production facilities in Jiangyin
city, Jiangsu province is anticipated to commence production
during the third quarter this year. This will further expand the
Group’s productivity and flexibility in dyed fabrics, and will

contribute to the Group’s future development.

The Group remains prudently optimistic towards the prospects of
business development and its long-term goal is to enhance profits

as well as to explore new markets and customers.

FINANCIAL REVIEW

Liquidity and Financial Information

At 28th February, 2003, the total amount of short-term bank
deposits, bank balances and cash of the Group was approximately
HK$345,205,000.

With an adequate amount of cash in hand and the prevailing low
interest rate, the Group increased the stock level of raw materials, in
anticipation of a hike in raw material pricing when evidences of such
trend emerged. At 28th February, 2003, inventory of raw materials
increased by approximately HK$231,650,000 over 31st August last

year.

Apart from concluding suitable arrangements to borrow long-term
loans at lower interest rates, the Group regularly reviews its liquidity
and liabilities, so as to maintain the borrowing ratio at a healthy
level. At 28th February, 2003, the financial ratios (after inclusion of

proposed interim dividend) of the Group were as follows:

Gearing ratio BERBELE
Bank borrowings ratio RITBELE
Net bank borrowings ratio RITEEFELE
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FINANCIAL REVIEW (Continued)

Liquidity and Financial Information (Continued)

The sales of the Group are mainly denominated in Hong Kong
dollars and US dollars and the purchase of raw materials is mainly
made in Hong Kong dollars, US dollars and Renminbi. Bank
borrowings are also denominated in Hong Kong dollars and US
dollars and interest are charged on a floating rate basis. Hence, the

Group’s exposure to foreign exchange risk is minimal.

Capital Expenditure

During the period under review, the Group invested approximately

HK$196,066,000 in the addition of property, plant and equipment.

As mentioned in the annual report of last year, the Group
anticipated its capital expenditure for the financial year at
approximately HK$500 million. Of which, approximately HK$300
million will be applied as the capital expenditure for Phase | of the
production facilities in Jiangyin city, Jiangsu province and
approximately HK$200 million will be applied as the capital
expenditure for the maintenance and replacement of machinery in
existing plant factories and the additions of advanced production

equipment.

Pledge of Assets

At 31st August, 2002, properties and plant and machinery with an
aggregate carrying value of approximately HK$490,967,000 were
pledged to various banks for loan facilities granted to the Group.
During the period, such pledge of assets have been released by

those banks.

Contingent Liabilities

At 28th February, 2003, the Group had contingent liabilities
amounting to approximately HK$60,556,000 (31.8.2002:
HK$79,139,000) in respect of discounted bills with recourse and

invoices factored with recourse.
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Fountain Set (Holdings) Limited

EMPLOYEES AND EMOLUMENT POLICIES

At 28th February, 2003, the Group had approximately 17,700 full
time employees. There is no significant change in the Group’s

emolument policies.

In respect of the SARS issue, the Group has taken immediate
preventions and measures such as setting guidelines, granting paid
leave to pregnant employees, providing and requiring all employees
and visitors to wear face masks and check the body temperature
within the Group’s premises, postponing any non-critical gathering,

meeting and business travel, etc.

DIVIDEND

The Board of Directors has resolved to pay an interim dividend of
HK12.0 cents per share in respect of the year ending 31st August,
2003 (2002: HK6.0 cents) to shareholders whose names appear on
the register of members on Friday, 13th June, 2003. Dividend
warrants will be sent to shareholders on or about Thursday, 26th
June, 2003.

CLOSURE OF THE REGISTER OF MEMBERS

The register of members will be closed from Monday, 9th June,
2003 to Friday, 13th June, 2003, both days inclusive, during which
period no transfer of shares will be registered. In order to qualify for
the interim dividend, all transfers accompanied by the relevant
share certificates must be lodged with the Company’s Registrars,
Secretaries Limited, G/F, Bank of East Asia Harbour View Centre, 56
Gloucester Road, Wanchai, Hong Kong not later than 4:00 p.m. on
Friday, 6th June, 2003.
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DIRECTORS’ INTERESTS IN SECURITIES EEvRERES

At 28th February, 2003, according to the register required to be kept RZEE=F-_A=-F+N\H REZE
under Section 29 of the Securities (Disclosure of Interests) (R EHIE2KE T &Ez%ﬂﬁﬁﬁ
Ordinance (“SDI Ordinance”), the interests of the directors and their pﬁﬁ EEREBEAERAEEAL

associates in the securities of the Company were as follows: EHEEZMT
Number of shares held as Number of
Ko EE share options
Personal Other held as personal
interests interests interests
BAERZ 2
Directors = AR Hip s AREHE
(Note 2)
(Hfit2)
Mr. Ha Chung Fong BRI LA — 311,816,044 —
(Note 1)
(Btat1)
Mr. Lau Hong Yon MEEREE 560,000 — 280,000
Mr. Pow Man Kue BXEXRE 560,000 — 280,000
Ms. Yeh Yi Hao, Yvette EEET+ 70,000 — —
Notes: R
1, 308,276,044 shares were beneficially owned by Super Brilliance 1. 308,276,044 B 17 i Super Brilliance
Company Limited, a company wholly-owned by Centre Trustee (C.1.) Company LimitedE&#E ' Z 285
Limited (“Centre Trustee”). Centre Trustee is a trustee of the Ha Trust, —M @ Centre Trustee (C.I.) Limited
a trust established by Mr. Ha Chung Fong for the benefit of his family. ([Centre Trusteel) 2 8% E 7~ 7
3,540,000 shares were owned beneficially by Yee Chang Company Centre Trustee&the Ha TrustZ &3t
Limited which is controlled by Centre Trustee. A o fithe Ha TrustA—BEREMF L&

ﬁﬁ%mu &M 2 {55 ° 3,540,000
BOBEAERANERES 44
ﬂ T # Centre TrusteePr& 4l o

2. The share options were granted under the share option scheme of 2. ARBETIREAA —“EE-F—f
the Company adopted on 25th January, 2002 and entitle the holders “+tRAMER Z E Hx $g HEmMBEL
thereof to subscribe for the Company’s shares of HK$0.20 each at a BEZUPN-_ZZEZ=F=+A-+HEZE
subscription price of HK$3.825 per share at any time during a period “ZEENEMA -+ AIFSHELER
from 25th October, 2003 to 24th April, 2004. 3.825% 7‘5 ZABEREEREE2E

. UNGIE
Save as disclosed above and other than certain nominee shares in Bril#dsgsh-—UEENAEFRE

certain subsidiaries held in trust for the Group by a director, at 28th ANGh#ER— & $ SERBARAIRGDZ
February, 2003, none of the directors of the Company, nor their O RRAREEREBEAR_ZEE=F

associates, had any interests in any securities of the Company or —A=-+/\H jﬂﬂffﬁﬁﬁ“ Al g A D BT
any of the Company’s associated corporations as defined in the SDI WEE AR (TERES (DFEZ) &)
Ordinance. LEMELFER o

FEE-_FHHEE



Fountain Set (Holdings) Limited

SUBSTANTIAL SHAREHOLDERS

Other than the interests disclosed above in respect of a director and

his associates, the register required to be maintained under Section

16(1) of the SDI Ordinance shows that no other shareholders were

interested in 10% or more of the issued share capital of the
Company at 28th February, 2003.

SHARE OPTIONS

The following table discloses details of options outstanding under

the Company’s share option schemes and movements during the

period:

Directors B

Mr. Lau Hong Yon ¥l fZ i %t &
Mr. Pow Man Kue #XE &4
Total Directors BEREH
Employees EE

Total Employees  {& B 831

Total e

Option
type
ARE
Al

2001
2002
2001
2002

2001
2002

FERR
R_TEZ=F_A-+N\B BREEH
(@ﬁ%éﬂ%ﬂ16 ﬁ&%aEZ%%
etk REM-—NESREBEAZR
SN - 1 ﬁ (WRREREBAD L
THALARRRBETRE -
IR
$i\\Tn/uHX%;n-l_iumn«uHXTgm \ﬂ?‘ &$
BEMEHMTRARE :
Outstanding Granted Exercised Cancelled Outstanding
at beginning during the during the during the at end of
of the period period period period the period
RAH XHE XHE XHE RAH
B 6 B A5 8 Rit (al:d T AEREH
280,000 — (280,000) — —
— 280,000 — — 280,000
280,000 — (280,000) — —
— 280,000 — — 280,000
560,000 560,000 (560,000) — 560,000
7,934,000 — (7,934,000) — —
— 8,392,000 — (50,000) 8,342,000
7,934,000 8,392,000 (7,934,000) (50,000) 8,342,000
8,494,000 8,952,000 (8,494,000) (50,000) 8,902,000

Details of specific categories of options are as follows:

Option type  Date of grant
AREER REAH
2001 30.8.2001
2002 25.10.2002
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Hold-up period
BEH

30.8.2001-29.8.2002
25.10.2002-24.10.2003

BIREZERFENT

Option period Exercise price

7 8 R REE

HK$

BT

30.8.2002-28.2.2003 0.72
25.10.2003-24.4.2004 3.825
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SHARE OPTIONS (Continued)

The closing price of the Company’s shares immediately before 25th
October, 2002, the date of grant of the 2002 options, was HK$3.725.

Options were exercised on various dates from 30th August, 2002 to
8th November, 2002. The weighted average closing prices of the
Company’s shares immediately before the dates on which the
options were exercised during the period ranged from HK$2.88 to
HK$3.695.

The share prices on the dates of issue of shares to directors and
employees on 17th September, 2002, 30th September, 2002, 28th
October, 2002 and 25th November 2002 were HK$2.90, HK$3.125,
HK$3.875 and HK$3.675, respectively.

The fair value of the options granted in the current period measured
at the date of grant on 25th October, 2002 was HK$0.69 per option.
The following significant assumptions were used to derive the fair

value using the Black-Scholes option pricing model:

Expected life of options RIRETEEE

Expected volatility based on historical BEROBERHELIKIE
volatility of share prices ifi 78 B 69 )% 18

Hong Kong Exchange Fund Notes rate BEBNEESEREX
(per annum) (§4F)

Expected annual dividends EHEFRE

For the purposes of the calculation of fair value, no adjustment has
been made in respect of options expected to be forfeited due to
lack of historical data.

The Black-Scholes option pricing model requires the input of highly
subjective assumptions, including the volatility of share price.
Because changes in subjective input assumptions can materially
affect the fair value estimate, in the directors’ opinion, the existing
model does not necessarily provide a reliable single measure of the

fair value of the share options.

No charge is recognised in the income statement in respect of the

value of options granted in the period.
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Fountain Set (Holdings) Limited

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

Neither the Company nor any of its subsidiaries purchased, sold or

redeemed any of the Company'’s listed securities during the period.

CODE OF BEST PRACTICE

None of the directors is aware of any information that would
reasonably indicate that the Company is not, or was not for any part
of the period, in compliance with the Code of Best Practice as set

out in Appendix 14 of the Listing Rules.

AUDIT COMMITTEE

The Audit Committee has reviewed with management the
accounting policies and practices adopted by the Group and
discussed auditing, internal control and financial reporting matters
including the review of the unaudited interim financials. In addition,
the Group’s external auditors have carried out a review of the
unaudited interim financials in accordance with the Statement of
Auditing Standards 700 issued by the Hong Kong Society of

Accountants.

On behalf of the Board
Ha Chung Fong

Chairman

Hong Kong
15th May, 2003
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