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GROUP PROFILE

Fountain Set (Holdings) Limited and its subsidiaries are recognised
in the industry as one of the world’s largest circular knitted fabric
manufacturers and has long been a driving force in the global
market through its vertically integrated operations in spinning,
knitting, dyeing, printing and finishing. The Group’s product range
also includes dyed yarns, sewing threads and garments. As a major
fabric supplier to garment manufacturers in over 40 countries that
supply to internationally renowned retail brands, Fountain Set'’s
worldwide sales reached HK$6.1 billion (US$782 million) in the
financial year 2008.

Headquartered in Hong Kong and listed on The Stock Exchange of
Hong Kong Limited, Fountain Set (Holdings) Limited (SEHK: 420)
has production facilities in the PRC, Sri Lanka and Indonesia, with
marketing and representative offices in 6 countries and a global staff

force of approximately 16,500.

To learn more about Fountain Set, please visit www.fshl.com
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CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

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

2009 are as follows:

EHE¥(FEE)FARET

Condensed Consolidated Income Statement

For the six months ended 28th February, 2009
BE2_EZNF_F -+ /HIE~EA

Revenue
Cost of sales

Gross profit

Other income

Distribution and selling expenses

Administrative expenses

Other expenses

Finance costs

Impairment losses on property,
plant and equipment

Employee termination benefits

Relocation cost of plant and
equipment

Loss before taxation
Income tax credit

Loss for the period

Attributable to:
Equity holders of the Company
Minority interests

Dividend paid

Basic loss per share
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Six months Six months
ended ended
28th February, 29th February,
2009 2008
BE HZE
—ETAE —EENF
—A=+N\BL ZHA=thBL
~{EA ~E A
HK$’000 HKS’000
FET FET
(unaudited) (unaudited)
(REER) (REEZ)
2,488,319 3,074,168
(2,132,134) (2,618,154)
356,185 456,014
35,744 29,544
(166,645) (154,719)
(306,906) (356,504)
(44,494) (24,943)
(28,006) (52,623)
- (238,209)
- (44,135)
- (2,130)
(154,122) (387,705)
4,630 5216
(149,492) (382,489)
(166,158) (398,998)
16,666 16,509
(149,492) (382,489)
- 31,760
HK cents Al HK cents &1l
20.9 50.3




FOUNTAIN SET (HOLDINGS) LIMITED

Interim Report 2009

Condensed Consolidated Balance Sheet

At 28th February, 2009
R-EENF-A=+NAH

Non-current assets
Investment properties
Property, plant and equipment
Prepaid lease payments
- non-current portion
Derivative financial instruments
Deferred tax assets

Current assets
Inventories
Prepaid lease payments
- current portion
Trade and other receivables
Derivative financial instruments
Tax recoverable
Bank deposits with restricted use
Short-term bank deposits
Bank balances and cash

Assets classified as held for sale

Current liabilities
Trade and other payables
Bills payable
Amounts due to minority shareholders
Deferred income
Derivative financial instruments
Tax payable
Restructuring provisions
Bank borrowings
- due within one year
Bank overdrafts

Net current assets

Total assets less current liabilities
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At 28th February, At 31st August,

2009 2008

—EThE —EENF
—HA=+/\H NB=+—H

Notes HK$’000 HKS’000
g3 FETT FET
(unaudited) (audited)

(REEZ) (BREZ)

12,997 12,680

9 2,217,830 2,152,310
9 144,126 146,588
- 7175

22,660 18,885

2,397,613 2,337,638

10 1,307,388 1,465,681
9 3,245 3,237
11 1,122,216 1,205,659
9,497 15,876

24,457 31,404

6,092 4,698

40,240 394,092

610,493 286,708

3,123,628 3,407,355

9 216,872 255,222
3,340,500 3,662,577

12 509,313 657,657
12 199,466 162,703
76,214 76,214

1,458 1,458

6,377 9,921

15,697 17,333

13 5,299 11,695
14 934,870 547,763
2,708 4,086

1,751,402 1,488,830

1,589,098 2,173,747

3,986,711 4,511,385




Condensed Consolidated Balance Sheet

At 28th February, 2009
R-CEZENEFEF-A=-+NH

Non-current liabilities
Deferred income
Derivative financial instruments
Bank borrowings
- due after one year
Deferred tax liabilities

Net assets

Capital and reserves
Share capital
Reserves

Equity attributable to equity holders
of the Company
Minority interests

Total equity

ERBHERE
EIE A
TEEmMIA
RITHEE

- —FREH

EEBIREE

BEFE

BEX Rt
(&N
f#H

RABEDIFEA

FE(L S
DR RER

HEEEE

EHE¥(FEE)FARET

14

ZETNFREPRE
A 2 ==

HAGZEEEBRER
At 28th February, At 31st August,
2009 2008
—BEhE —EENF
—BA=+N\H NB=+—H
HKs’000 HKS'000
FETT FET
(unaudited) (audited)
(REEZ) (BREX)
70,724 71,454
30,071 2,309
1,381,602 1,732,084
3,222 6,344
1,485,619 1,812,191
2,501,092 2,699,194
158,802 158,802
2,110,746 2,289,353
2,269,548 2,448,155
231,544 251,039
2,501,092 2,699,194




FOUNTAIN SET (HOLDINGS) LIMITED

Interim Report 2009

Condensed Consolidated Statement of Changes in Equity

HHGSHERE IR

For the six months ended 28th February, 2009
BE—EENF-A=1+NNHINER

At 1st September, 2007 (audited)

Exchange differences arising on
translation of foreign operations
recognised directly in equity

(Loss) profit for the period

Total recognised income and expense
for the period

Dividend paid to equity holders of

the Company
Dividend paid to minority shareholders
Transfer

At 29th February, 2008 (unaudited)

Exchange differences arising on
translation of foreign operations
recognised directly in equity

Profit for the period

Total recognised income for the period
Dividend paid to equity holders of
the Company
Dividend paid to minority shareholders
Transfer
At 31st August, 2008 (audited)
Exchange differences arising on
translation of foreign operations
recognised directly in equity

(Loss) profit for the period

Total recognised income and expense
for the period

Dividend paid to minority shareholders

At 28th February, 2009 (unaudited)
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Attributable to equity holders of the Company

FATRGHEARE
Capital
Share Share redemption ~Translation  Statutory  Retained Minority Total
capital  premium reserve reserve reserves profits Total interests equity
&% b
k% ROEE RORE EXRE ARG SEEA B REEL HRLEE
HKs'000 HKS'000 HKS'000 HKS'000 HKS'000 HK$'000 HKS'000 HKS'000 HKS'000
fér  FEr  TEr  TEr  FEr TEr Fér  FEr  TEr
158,802 197,124 210 (64,084) 18000 2,555,608 2,865,660 218796 3084456
- - - 6371 - - 6,371 3208 9,599
- - - - - (398,998) (398,998) 16,509 (382,489)
- - - 6371 - (398,99) (392,627) 19,737 (372,890)
- - - - - (31,760) (31,760) - (31,760)
_ - - - - - - (9,206) (9,206)
- - - - 19714 (19714) - - -
158,802 197,124 210 (57,713) 371714 2,105,136 2441273 229327 2,670,600
- - - 12275 - - 12275 7,853 20,128
- - - - - 2,547 2,547 21,545 24092
- - - 12,275 - 2,547 14822 29,398 44220
- - - - - (7,940) (7,940) - (7,940)
_ _ - - - - - (7,686) (7,686)
- - - - 7 (71) - - -
158,802 197,124 210 (45,438) 37,785 2,099,672 2,448,155 251,039 2,699,194
- - - (12,449) - - (12449) (10432) (22,881)
- - - - - (166,158) (166,158) 16,666 (149,492)
- - - (12,449) - (166,158) (178,607) 6,234 (172373)
- - - - - - - (25,729) (25729)
158,802 197,124 210 (57,887) 37,785 1933514 2,269,548 231,544 2,501,092




EHE¥(FEE)FARET

Condensed Consolidated Cash Flow Statement

BHSZEHERER

For the six months ended 28th February, 2009

BE2_EZNF_F -+ /HIE~EA

Net cash from operating activities

Net cash used in investing activities:
Purchase of property, plant and
equipment
Additions of prepaid lease payments
Other investing cash flows

Net cash (used in) from financing activities:

New bank borrowings raised
Repayment of bank borrowings
Dividend paid to minority shareholders
Other financing cash flows

Net decrease 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

ANALYSIS OF THE BALANCES OF CASH
AND CASH EQUIVALENTS

Being:
Short-term bank deposits
Bank balances and cash
Bank overdrafts
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Six months Six months
ended ended
28th February, 29th February,
2009 2008
BE HZE
—EELE —EENE
ZB=+N\HL —A=-+hBL
~{EA ANE A
HK$’000 HKS’000
FET FET
(unaudited) (unaudited)
(REER) (REEZ)
136,490 29,431
(143,630) (213,381)
- (5,535)
7,056 9,539
(136,574) (209,377)
737,808 1,056,830
(701,528) (851,492)
(25,729) (9,206)
(31,876) (72,216)
(21,325) 123,916
(21,409) (56,030)
676,714 786,239
(7,280) 6,918
648,025 737,127
40,240 445,003
610,493 305,025
(2,708) (12,901)
648,025 737,127
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Notes to the Condensed Consolidated Financial Statements

EAGEMBRRME

For the six months ended 28th February, 2009
BE—EENF-A=1+NHIENER

1.  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 of Hong Kong Limited and with the Hong Kong
Accounting Standard 34 “Interim Financial Reporting” issued by the
Hong Kong Institute of Certified Public Accountants (the “HKICPA”).

2.  PRINCIPAL ACCOUNTING POLICIES
The condensed consolidated financial statements have been
prepared on the historical cost basis except for certain financial

instruments, which are measured at fair values.

The accounting policies used in the condensed consolidated
financial statements are consistent with those followed in the
preparation of annual financial statements of the Group for the year
ended 31st August, 2008.

In the current interim period, the Group has applied, for the first
time, a number of new interpretations issued by the HKICPA,
which are effective for the Group’s financial year beginning on 1st
September, 2008 and listed below:

HK(IFRIC) - Int 12
B8 (BRMBRRIBEES) -2BE 1205

HK(IFRIC) - Int 13
B8 (BRMBRARIBEES) -RBE13MF

HK(IFRIC) - Int 14

T8 (ARMBRBR2RBEES) -2EB 14K

The adoption of the new interpretations has had no material effect
on the results and financial position of the Group for the current or
prior accounting periods. Accordingly, no prior period adjustment is

required.

1. REEE
FERGEESMBBRRDIBETBHARZMAR
DNEARF IHRAMEFI6CERARERERRR
BEEHMLAE (EREHMAE ) BB
SRR BB RRIMmR -

2. FEEIBER
FEPGRETBHRER RBOERTAUQTE
BEHHMN DEREERAEERFH -

AERGEMBERRFIEA ST HRRERFRAK
EEEBEE-ZEENENA=+—HILEEZEZHF
BB RBEE K-

A HHEARECEAEATBETMASNE
fizcZEHRR RAEBVREFE-ZZENF
NA—BFRIEER  AHIWT :

Service Concession Arrangements

BRISHSRTHE = BE

Customer Loyalty Programmes
EF AW E

HKAS 19 - The Limit on a Defined Benefit Asset,
Minimum Funding Requirements and
their Interaction
ERSHENE1ME-BRENBZEENRR -
REBENSEREMEERER

R R AS T HEAREBEEFHBAER
ZEBRUBRALBERZE - B BEAR
BEHBEHRE -
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Notes to the Condensed Consolidated Financial Statements (continued)

B S M BHRFME @

For the six months ended 28th February, 2009
BE_FFENF-A =1 /NHILANEA

2.  PRINCIPAL ACCOUNTING POLICIES (Continued)
The Group has not early applied the following new and revised
standards, amendment or interpretations (the “new HKFRSs”) that

have been issued but are not yet effective.

HKFRSs (Amendments)
EBMERRER (BIE)

HKAS 1 (Revised)
EBEE BB R (53T

HKAS 23 (Revised)
ABETERE231% (1BE])

HKAS 27 (Revised)
BABETERE271F (1BR])

HKAS 32 & 1 (Amendments)
BRAGFTERE2EREE (BIE)

HKAS 39 (Amendment)
BEBETER 3% (BIE)

HKFRS 1 & HKAS 27 (Amendments)
ERVHRMEREURREESHEAFE27H (BLE)
HKFRS 2 (Amendment)

BB R RERE 20K (B 1E)

HKFRS 3 (Revised)
BB R A RIS 3MR (18R]

HKFRS 7 (Amendment)
BB ERRERETR (B E)

HKFRS 8
BRI AR FK

2. EEEFHBUIR(E)
SR 30 ST P HE A LA © SR A E 14 R A RO R
AT RAEFTHVAER - B IE 2R -

Improvements to HKFRSs'

BB R RER N BGE

Presentation of Financial Statements?

MR R H 2 512

Borrowing Costs?

BERA?

Consolidated and Separate Financial Statements?

RE R E B B R RS

Puttable Financial Instruments and Obligations
Arising on Liquidation?
ARLEMTAERBESEENED

Eligible Hedged Items®
BERERIERS

Cost of an Investment in a Subsidiary, Jointly
Controlled Entity or Associate?

RMB LR HEZEFRERHE DTN
REMA?

Vesting Conditions and Cancellations?

5 B IR 0 I T 82

Business Combinations?

EBEH

Improving Disclosures about Financial Instruments?

TR T B2 R R

Operating Segments?

EEH B
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Notes to the Condensed Consolidated Financial Statements (continued)

B S M BHRFME @

For the six months ended 28th February, 2009
BE—EENF-A=1+NHIENER

2. PRINCIPAL ACCOUNTING POLICIES (Continued)

HK(IFRIC) - Int 9 & HKAS 39 (Amendments)

58 (BRI BRRREEES) -RBEME
REBSFEREIMF (B LE)

HK(IFRIC) - Int 15
B8 (BERMBRARIBEES) -RBE15K

HK(IFRIC) - Int 16
B8 (BRMBRARIBEES) -2BE16/F

HK(IFRIC) - Int 17
B (BERMBRARIBEES) -RBE 1R

HK(IFRIC) - Int 18
B8 (BERMBRARIBEES) -RBH 18K

' Effective for annual periods beginning on or after 1st January, 2009
except the amendments to HKFRS 5, effective for annual periods
beginning on or after 1st July, 2009

2 Effective for annual periods beginning on or after 1st January, 2009

3 Effective for annual periods beginning on or after 1st July, 2009

4 Effective for annual periods ending on or after 30th June, 2009

®  Effective for annual periods beginning on or after 1st October, 2008

¢ Effective for transfers on or after 1st July, 2009

The application of HKFRS 3 (Revised) may affect the Group’s
accounting for business combination for which the acquisition date
is on or after the beginning of the Group’s annual reporting period
beginning on 1st September, 2009. HKAS 27 (Revised) will affect the
accounting treatment for changes in a parent’s ownership interest
in a subsidiary that do not result in a loss of control, which will be
accounted for as equity transactions. The Group has commenced
considering the potential impact of the new HKFRSs but is not yet
in a position to determine whether the new HKFRSs would have a

significant impact on its results and financial position.

2. EEFEEKE)
Embedded Derivatives*

BARSTET A

Agreements for the Construction of Real Estate?

P it 2 22 58 175 2

Hedges of a Net Investment in a Foreign Operation®

N ETSIRE FERE o

Distributions of Non-cash Assets to Owners?

EHRREEEDIIRTHEEA®

Transfers of Assets from Customers®

EFEREES

T RZEFAF-A-BRZRRARNFERBER
& B R IRERESRVIEERS AR 2R
NELA-RHZARBNFERBER

2 REZBZAF-A-AHZERRKNFERBER

P RZEEAF LA -AYZEBKNFERBENR

¢ RIEEAFRASTHAZERAERNFEHNBE
4

S RIBFNFTA-RHZKBBNFERBEN

¢ RIBZNFLA-ARZRCERLEN

FE &8 B 7 FR 3R R SE3MR (18 R]) W RESLE W
BRME-ZTNFNAA-RIZRRBNAEAE
ERAFHREMEANEBSHNETER - FBS
STERZE27IR (EFT) KHEERQAREANB R
ANELEERE2E M A ERA Y HZHE
RNSTREAMPE  EREGIAREERS -
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Notes to the Condensed Consolidated Financial Statements (continued)

B S M BHRFME @

For the six months ended 28th February, 2009
BE_FFENF-A =1 /NHILANEA

3. SEGMENT INFORMATION

The Group’s primary format for reporting segment information is

geographical segments (based on location of customers). Others

mainly represent Singapore and Macau.

Six months ended 28th February, 2009

EHE¥(FEE)FARET

3. HEEH

ZERRAFRRRE

AEEEHSVERNETERA B E 58 (1
EFMEMERERE) - AibithEE R H MK

RBPg o

BE-_EThAhE-_A=-+/N\BL~EA

The People’s
Republic
of China
(the"PRC”)
PEAR
Hong Kong HE Taiwan Korea  Srilanka America Europe Others ~ Eliminations Consolidated
gt (9@ a4 BB BERT £ BN EfRE Lif &8
HKS'000 HK$'000 HK§'000 HK$'000 HKS'000 HK$'000 HK§'000 HKS000 HK$'000 HK§'000
f#t  FEr  FET  TET  FET  FET  TET TET FET FER
REVENUE BiE
External sales BisE 732,058 362,542 288,311 231N 327,218 174,272 23,754 356,993 - 2488319
Inter-segment sales (note) 3 EEHE (4 1684325 1,017,090 - - 166315 12828 - 089 (2923457) -
Total revenue EXREE 2416383 1,379,632 288311 23,17 493,533 187,100 23,754 399892 (2,923457) 2,488,319
RESULTS £4
Segment results PEEE 61,299 24,737 21,798 16677 53,819 9,543 2,09 2793 217892
Interest income HEHA 3233
Unallocated expenses TR (347,241)
Finance costs REHK (28,006)
Loss before taxation REAEE (154,122)
Income tax credit FrEmtat A 4630
Loss for the period e (149492)
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Notes to the Condensed Consolidated Financial Statements (continued)

Interim Report 2009

B S M BHRFME @

For the six months ended 28th February, 2009
BE—EENF-A=1+NHIENER

3. SEGMENT INFORMATION (Continued)

Six months ended 29th February, 2008

3.

SEEH (&)

BE-ZEEN\FZ-RA-t+hHILEAER

Hong Kong The PRC Taiwan Korea  Srilanka America Europe Others  Eliminations ~ Consolidated
Ei e aE g8 HEET Bl Bl AfHE B &a
HKS 000 HKS'000 HK$'000 HKs 000 HKS'000 HKS'000 HK$'000 HKS 000 HKS'000 HKS'000
Fér T FEr  TEr  FEr  TEn  FEr TEn T FEn
REVENUE 2R
External sales IhEE 1061395 27645 276950 398102 401936 208717 26668 472755 - 3074168
Inter-segment sales (note) 3 BEHE (42 251634 140557 - - 28169 14299 - 30868 (4248711) -
Total revenue TEBAE 3571719 1,633,172 276950 398,102 683,629 223,016 26,668 503623 (4248711) 3,074,168
RESULTS 1
Segment results PEXE 102,267 20,020 24,181 38749 74498 13,059 1870 45267 319911
Interest income FEHA 7266
Unallocated expenses AR (662,259)
Finance costs REHK (52623
Loss before taxation BEAEE (387,705)
Income tax credit FrEBiEtA 5216
Loss for the period REEEE (382,489)
Note:  Inter-segment sales are charged at prices with reference to the Kzt . DIEREENEBRIIZRERENTISEBIRMETE

prevailing market rates.
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FEHEEE(EE )FRELE —ssaishmss

Notes to the Condensed Consolidated Financial Statements (continued)

B S M BHRFME @

For the six months ended 28th February, 2009
BE_FFENF-A =1 /NHILANEA

4. FINANCE COSTS 4. BEERRK
Six months Six months
ended ended
28th February, 29th February,
2009 2008
H5E BZE
—EThE —ZTN\F
—A=+AMABHL ZAZthRBALE
~{EAR ANE A
HK$’000 HKS’000
FET FET
Finance costs on: RE A
Bank borrowings wholly repayable BAREFRE2IEEN
within five years RITEE 31,584 53,581
Finance leases wholly repayable BRAEFREIBEEN
within five years BMREE - 4
Total finance costs BMERAEE 31,584 53,585
Less: amounts capitalised WAL EEESEE (3,578) (962)

Finance costs capitalised during the period arose on the general
borrowing and have been calculated by applying a capitalisation
rate of 2.68% (six months ended 29th February, 2008: 4.61%) per

annum on expenditure of qualifying assets.

28,006 52,623

RUEFEECMERATIH—REEREE
£ URUFRER268% (BE-ZEENFZA
ZTRABLEXRER 1 461%)FE  BEREKE
ERe
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Notes to the Condensed Consolidated Financial Statements (continued)

B S M BHRFME @

For the six months ended 28th February, 2009
BE—EENF-A=1+NHIENER

5. INCOMETAX CREDIT

Current tax: =HEBIE

Hong Kong BB

The PRC P E

Other jurisdictions Hiba it E
Deferred tax: IEREFRL IR

Hong Kong BB

The PRC P E

Other jurisdictions Hiba it E
Taxation attributable to the Group REBEELTIE

On 26th June, 2008, the Hong Kong Legislative Council passed
the Revenue Bill 2008 which includes the reduction in corporate
profits tax rate by 1% to 16.5% effective from the year of assessment
2008/2009. The effect of such decrease has been reflected in
measuring the current and deferred tax for the current period. Hong
Kong Profits Tax is calculated at 16.5% (six months ended 29th
February, 2008: 17.5%) of the estimated assessable profit for the
period. No provision for Hong Kong Profits Tax has been made as the
Group's operations in Hong Kong incurred tax losses for the current

period.

12

5. Fi@BistA

Six months Six months
ended ended
28th February, 29th February,
2009 2008
B=E BZE
—BEhE —EENEF
—A=+AMABHL ZAZthRBALE
~EAR ANMER
HK$’000 HK$’000
FETT FET
- 1,649
1,850 (2,976)
417 (412)
2,267 (1,739)
(4,994) (17,274)
102 13,467
(2,005) 330
(6,897) (3,477)

(4,630) (5,216)

RZBEZENERNAZ+ARE BB EEEB(=
ZENFWRARHER)  EFEEBZLERS
RERKI%E165% A-ZTZEN /=TT hi}
REELEN BERETANTECRTELRE
BB ERIELERIES T URYR - REARB G5 ER
REBANREBANEHBR165% (BE-ZENE
ZHAZTABLEANER :175%) 578 - AR
BAREEREECERHESHERSE  MILEIE
HEBRIESREE -
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5.  INCOME TAX CREDIT (Continued)

Pursuant to the relevant laws and regulations in the PRC, certain
of the Company’s PRC subsidiaries are entitled to exemption from
the PRC enterprise income tax for two calendar years commencing
from their first profit-making year of operation and thereafter, they
are entitled to 50% relief from the PRC enterprise income tax for the
following three calendar years (the “Tax Holiday”). The reduced tax
rate for the relief period is 12.5%. The Tax Holiday will expire by 31st
December, 2012.

The Enterprise Income Tax Law (“Tax Law”) of the PRC promulgated
in 2007 is effective on 1st January, 2008. In February 2008, the
Ministry of Finance and the State Administration of Taxation issued
several important tax circulars which clarify the implementation of
the Tax Law and have an impact on the Company’s PRC subsidiaries.
The PRC enterprise income tax rates for the Company’s PRC
subsidiaries are unified at 25% effective from 1st January, 2008,
while certain of the Company’s PRC subsidiaries will continue to
enjoy the reduced tax rate of 12.5% until 31st December, 2012 under
the Tax Holiday.

Pursuant to the relevant laws and regulations in Sri Lanka, the
profit generated from a subsidiary of the Company is entitled to
exemption from the Sri Lanka income tax until 31st August, 2015.
Accordingly, no provision for income tax was made on the relevant

profit for the current period.

Taxation arising in other jurisdictions is calculated at the rates

prevailing in the respective jurisdictions.

In February 2008, the Hong Kong Inland Revenue Department (“IRD")
initiated a tax audit on the Company and its subsidiaries for the
years of assessment from 2001/02 onwards and has commenced to
obtain information and documents from the Group. In March 2008
and 2009, notices of estimated additional assessment (the “Protective
Assessments”) for the year of assessment 2001/02 and 2002/03
in an aggregate amount of HK$14,352,000 and HK$19,844,000,
respectively were issued to the Company and certain subsidiaries
of the Company by the IRD. Objections against the Protective
Assessments were lodged and both amounts were heldover
unconditionally. The scope and outcome of the tax audit cannot
be readily ascertained at this stage. The directors of the Company
believe that no significant amount of additional profits tax will be
payable under the Protective Assessments and no provision for

additional Hong Kong profits tax is therefore necessary.

5. FIEBiEtA (8

REFEEEEERER  AREETHEKWE
ARIRBEXBEANFEEMEEFAN  EH
REMTELEFER  RREZ={AFFER
#50%N P EEEMER (HBHRBLD - BB H
MERBERERR125% BHBBRPLR -2 —=
Ft+-RA=t—HE®-

RZZZTLFPEBMGHCERESHE (FED
BE-ZEENF-A—HBER R-ZTZENFZ
B BEBRERFEAREAETEERER
MUBMBHENERSE A2 NWPEME
NAFHNFE - KQATPEME D AL —K25%
MAPECERSHR (B NE—A—HA#
EX) 0 MAARTEE T HREMNERDRBE
BEABEEZELABRRNE125% BEE-F
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B ERBRERR LA EHEE -

Ef TR E S BE RN AN B A B
PEELIE

RIZEZENFE-_R BEBBER(HBERD R
RARABAREWBARBH_-_ZTZE— E_KHEHE
ZEBFEET—ERBES LEREBERE
ETHANAEEREERREIHE R2ZEN
iZﬁ&—gﬁnEZH BBRR_—EE—
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6. LOSS FORTHE PERIOD 6. REHIEEE
Six months Six months
ended ended
28th February, 29th February,
2009 2008
H5E BZE
—EThE —ZTN\F
—A=-+AMABL ZAZthRBALE
~{EAR ANE A
HK$’000 HKS’000
FET FET
Loss for the period has been arrived at after 2 HIRBEEE S HE (5T A)
charging (crediting): 5 :
Release of prepaid lease payments FEAEEREE L 2,416 987
Depreciation of investment properties REMENINE 241 207
Depreciation of property, plant and M BBREBENITE
equipment 103,986 134,098
(Gain) loss on disposal of property, plant HEME MBRBEN
and equipment (BF) BB (201) 2,027
Gain on disposal of assets classified as HESTEARBELHEEE
held for sale Y 2 F (43) -
Net foreign exchange loss EZEEFE
(included in other expenses) (BiEEHEMERR) 6,722 17,764
Net loss from fair value changes of THEEMIANATFEER
derivative financial instruments BEEEZBRFEE
(included in other expenses) (BiEEHEMERR) 37,772 5,152
Interest income FIE WA (3,233) (7,266)
Net rental income from investment properties REYEMNE L WA FE (2,732) (2,036)
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For the six months ended 28th February, 2009
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7.  DIVIDEND PAID

Final, paid during the six months ended
29th February, 2008 for the year ended
31st August, 2007 — HK4.0 cents per share

No interim dividend was proposed by the directors for the six
months ended 28th February, 2009 (six months ended 29th
February, 2008: HK1.0 cent per share).

8.  BASICLOSS PER SHARE

The calculation of basic loss per share attributable to the equity
holders of the Company is based on the loss for the period
attributable to equity holders of the Company of HK$166,158,000
(six months ended 29th February, 2008: HK$398,998,000) and on
794,010,960 (six months ended 29th February, 2008: 794,010,960)

ordinary shares in issue during the period.

9.  MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT AND
PREPAID LEASE PAYMENTS/ASSETS CLASSIFIED AS HELD
FOR SALE

During the period ended 28th February, 2009, the Group incurred

expenditure of approximately HK$147,208,000 (six months ended

29th February, 2008: HK$219,878,000) on property, plant and

equipment and prepaid lease payments to expand and upgrade the

Group'’s manufacturing facilities.

TREHEE(E®E)FARCSE —ssisamss
Effix2

Six months Six months

ended ended

28th February, 29th February,

2009 2008

B=E BZE

—BEhE —EENEF

—A=+AMABHL ZAZthRBALE

~EAR ~E A

HK$’000 HK$’000

FETT FET

EARE: REZ=ZENE
—A-tABLEXNERAREAH
BE-ZZ+FNA=1+—H
I FE - 540584

- 31,760

EETERRRBEZE-_ETAF-_RA=-+N\HBL
NMEAZHHRE (BEZEENE=-A=1+h
HIEAREA  SR1.0EMW) °

8. BEREXREHE
KAREREEAEBGESRERNEEDRER
NEEREHE AL AE R E18166,158,000/8
T (BEZZZENF-A=-+HhBLEAEA:
398,998,000 t) R Z 2 B2 EB#ITEBR
794,010,960 (BZE=—ZEZEN\F-_A=-+ M HL
ME A 1 794,010,960) 5t & ©

9. P¥ MBRABNEAHEERE SEB
FEHEMNEEZ2S

RIZEZAF-_A=-+N\ALHER XEEA
BARERAEE 2 EERETARYE - HE
& 5% A 78 4 & FROIE 1Y B X 40 147,208,000
BTBEZZEENF-A=-+HhBLREAR:
219,878,000/& 7T) °
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9.  MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT AND
PREPAID LEASE PAYMENTS/ASSETS CLASSIFIED AS HELD
FOR SALE (Continued)
Due to significant costs of replacement and continuous maintenance
on existing facilities and infrastructure including electricity
generators and effluent treatment facilities, which were outmoded
and aged, of Dongguan Fuan Textiles Limited (“Dongguan Fuan”),
a non wholly-owned PRC subsidiary of the Group, management
decided to close down Dongguan Fuan which was engaged in the
manufacture of dyed fabrics and yarns. As at 28th February, 2009,
the assets with an aggregate amount of HK$216,872,000 (as at
31st August, 2008: HK$255,222,000), which are expected to be sold
within one year of the balance sheet date, have been classified as
assets held for sale and are presented separately in the condensed
consolidated balance sheet. The assets of Dongguan Fuan classified
as held for sale mainly comprise property, plant and equipment.
Subsequent to the balance sheet date, the Group has entered into
an agreement with an independent third party to sell a substantial
portion of those assets held for sale, details of which are set out in

note 16.

As at 28th February, 2009, this closure was still in progress.
Management has determined that the fair value less costs to sell of
the relevant cash-generating unit which comprises mainly property,
plant and equipment of Dongguan Fuan was less than its carrying
amount. An impairment loss of HK$238,209,000 was recognised
by the Group in the six months ended 29th February, 2008. The
impairment loss was subsequently reduced to HK$150,449,000 and
the effect of this reversal has been reflected in the result of the latter
half of the year ended 31st August, 2008. The estimated fair value
less costs to sell is determined by reference to the latest quotations
from independent third parties or recent market prices for similar

assets at each balance sheet date.

Under this closure plan, management of the Group decided to
terminate employments of a significant number of employees of
Dongguan Fuan. Accordingly, a provision for employee termination
benefits in the aggregate amount of HK$54,270,000 was recognised
by the Group, of which HK$44,135,000 was recognised as an
expense in the six months ended 29th February, 2008.
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9. Y HMERRENEAHEHERE SEL
R EMEEZ 28 (B)

HRAEEz —BF2ERENPENB LR -
REELZHBORERLAR (REBL)Z2RE
RERERRBEERERSKEEREHICE
BREL MPREBRRISEEEEZHAEERK
HEEBAESHERECHARBYCRERE
B -R-ZTENF-A=-+N\H ZEEES
$216,872,0008 T (R=ZZENFNA=+—H:
255,222,000 7t) - M REEBE—FRE
o ERSEABFEHENEELIRGEEESR
BRAERMES -REEBLZNIEABELE
NEETZEEYE WBEREHE - #HEERR
EECHEBYSE=EILECREERBZSIHE
HENEE  FBHEIIAMTI6R

RZBEAF-ZAZ=+N\B - LhEEEATEDE
ETP EEECHRCFEITEEEREREZ
¥ KERRENRSELEVNAFTEER
HERRDERAERASE FAEER-ZZN
FZAZ=-TABLEAEA RS #ER238,209,000
BLZRBERR HEZRBEBAEHARE
150,449,000 T MERKB X EERME—F
ENFNAZ+T—HTHEFENEESR - f5AD
FEERHEEREADREBELZERSEBLE=
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9.  MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT AND
PREPAID LEASE PAYMENTS/ASSETS CLASSIFIED AS HELD
FOR SALE (Continued)
In addition, under the closure plan, certain plant and equipment
of Dongguan Fuan were identified for relocation to other factories
of the Group. Accordingly, a restructuring cost in relation to
relocation of plant and equipment of Dongguan Fuan amounting to
HK$2,130,000 was also recognised by the Group in the six months
ended 29th February, 2008.

Details of these restructuring provisions of the Group are disclosed

in note 13.

The costs in relation to the closure plan of Dongguan Fuan
amounting to HK$310,867,000 was recognised by the Group for the
six months ended 29th February, 2008 and its impact on the Group

is as follows:

9. Y HMERRENEAHEHERE SEL
R EMEE 228 (B)

o FRHERET ERERTERZET
KERRBEEBBEEAKEEMEE - Bt - &
EETER-ZE2NF-_A-TARLEANEAR
HERBBRE TR RRHEE2,130,000
BTREAMRAE -

BEASENEAREFE  TIRME13RKE -

AEERBE-ZENEFE-_A=+tHBL~EAA
A ERRERZERE#R4310,867,000%E
THERARA  BEEEUAEBNSZENT

Six months Six months
ended ended
28th February, 29th February,
2009 2008
BE BZE
—EBERE —ZEENF
—A=+NABL —A=+hBL
~{EAR ANE A
HKS’000 HK$000
FET FET
Loss of the Group for the period before REBZT ZBEEAKAAH
closure costs of Dongguan Fuan =HBAREEE (149,492) (71,622)
Closure costs of Dongguan Fuan (net of tax), EELMEERBAR (BRBLE) -
including impairment losses on property, EIEWE - HEEREBEN
plant and equipment, employee WEEL R IEEENER
termination benefits, relocation cost of T EBERBRENBBRAEK
plant and equipment and write-down of kREEME
inventories - (310,867)
Loss of the Group for the period 2HEAEEEE (149,492) (382,489)
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10. INVENTORIES

Spare parts B
Raw materials BEH
Work in progress RE
Finished goods SLREL

11. TRADE AND OTHER RECEIVABLES

The Group allows an average credit period from 30 days to 90 days

to its trade customers.

The following is an aged analysis of trade receivables net of

allowance for doubtful debts at the balance sheet date:

10. HE&
At At
28th February, 31st August,
2009 2008
—BEAE —EENF
—AZ=+N)\H NAB=+—H
HK$’000 HK$’000
FETT FET
156,276 165,561
533,780 714,273
311,016 311,010
306,316 274,837
1,307,388 1,465,681

1. BEREGEWRIE

REBRMAFIGIOREORBHATHEREF o

REHEH  EXRWTR (BRIKRRERRE) 2k
BROMMT :

Not yet due

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

W1 - 30K
BHA31 - 60K
BHABIBE0R

At At

28th February, 31st August,
2009 2008
“EBAE —E2ENF
—HA=+N)\H NA=+—H
HK$’000 HK$’000
FHEIT FET
458,387 566,719
237,714 246,935
136,853 128,256
84,347 107,288
917,301 1,049,198
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12. TRADE AND OTHER PAYABLES, BILLS PAYABLE

The following is an aged analysis of trade payables at the balance

12. BERHEMBEFRIEFESRE
REER  EXBNREZREIFTOT

sheet date:
At At
28th February, 31st August,
2009 2008
—BEhE —EENEF
—RA=+N\H NB=+—8H
HK$'000 HKS'000
FETT FET
Not yet due RENHR 214,654 278,030
Overdue 1 - 30 days @HEI1 - 30K 34,506 38,443
Overdue 31 - 60 days BHA31 - 60K 26,695 26,550
Overdue > 60 days BHIMEIBE0R 15,935 15,428
291,790 358,451

All bills payable of the Group are not yet due at the balance sheet
date.

13. RESTRUCTURING PROVISIONS

Due to the closure plan of Dongguan Fuan as detailed in note 9,
management of the Group decided to terminate employments
of a significant number of employees. Accordingly, a provision for
employee termination benefits of HK$54,270,000 was recognised by
the Group up to 31st August, 2008. Out of the provision made, an
amount of HK$44,135,000 was recognised as an expense in the six
months ended 29th February, 2008. No further provision was made

during the current period.

In addition, under the closure plan, certain plant and equipment
of Dongguan Fuan was identified for relocation to other factories
of the Group. Accordingly, a restructuring cost in relation to
relocation of plant and equipment of Dongguan Fuan amounting to
HK$2,130,000 was recognised by the Group in the six months ended
29th February, 2008. Since then, no further provision was made by
the Group.

An amount of HK$51,101,000 of such restructuring provisions has
been utilised by the Group up to 28th February, 2009, of which

HK$6,396,000 was utilised during the current period.

Details of the closure plan are disclosed in note 9.

REER  AEEFRMBERNSREIREE -

13. EHEE

HRRZRBZWERG & (FIRMWEIR) » &
SEEEBRAERALERREEE -BI K
SEERBE_ZENFNA=+—HLER
54,270,0008 THNA L EE BRI HEHE - B
W45 £ %844,135,0008 tER —ZEZENF = A
“tHABLEAREARERAXE TAHALER
1IN AE o

o EEMFET  CRERZRBRNE TH
BERREBEEBBELAEEAMEE - Bl - RE
BER-ZZENF_A-thHEEXNERARE
HEBBREE LSRR RERER2,130,000/8 T
REARA - BUILLR - REE BB INEAE -

BEZZEZhAhF-A=-+N\BHLE AEECEH
% B A 15 £ 4851,101,00058 7T » & #6,396,000
BITERAEEER -

BARAET BIMRT B I A MO KR EE -
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14. BANK BORROWINGS

During the period, the Group obtained new bank loans of
approximately HK$737,808,000 (six months ended 29th February,
2008: HK$1,056,830,000) and made repayments of approximately
HK$701,528,000 (six months ended 29th February, 2008:
HK$851,492,000). The proceeds from the new loans were mainly
used to repay the existing bank loans or as working capital of the

Group.

The loans carry interest at the average effective interest rates of
2.71% (at 31st August, 2008: 3.74%) per annum and are repayable
by instalments over a period from one to five years (at 31st August,

2008: one to five years).

15. CAPITAL COMMITMENTS

Capital expenditure in respect of the TERBEWE -
acquisition of property, plant and HERZRB2ZE
equipment contracted for but not EHHBRIERGEA
provided in the condensed consolidated REMBBREL
financial statements BEBE2EARRX

Capital expenditure in respect of the MEBEBEWE -
acquisition of property, plant and HBERREZ
equipment authorised but not 2L AEER
contracted for BR2EERHAX
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14. RITHEES

7 HA R 7N £ [ Y 15 37 4R 47 & 5% 49737,808,00078
T(BE-ZZENF-A=-t+HhBLEAEA:
1,056,830,000/% jt) & & & = #701,528,000/%
T(BE-ZENF-A=-+NABLEXEAA:
851,492,000/ 7T) - IEMRAMERBEIIEERE
EERENRITEERAELREEZRBES -

RITERAFHIERERNR271% (R=TZTNF
NA=+—08 ' 374%)sTERE N F—FF
EF(R=ZENENB=+—-H —FF1F)
HAR D HAEIE -

15. EHREIE
At At
28th February, 31st August,
2009 2008
“BTAE —EENF
—A=+A\H NA=+—H
HK$’000 HK$'000
FET FET
74,242 143,516
12,738 19,037
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16.

POST BALANCE SHEET EVENTS

The following events took place subsequent to the balance sheet

date:

(@)

On 27th April, 2009, Dongguan Fuan entered into an
agreement with an independent third party to sell the
parcels of land located at Dongguan Fuan Textiles Complex,
Changan Town, Dongguan City, Guangdong, the PRC (the
“Properties”) for a total cash consideration of RMB255,000,000
(approximately HK$288,136,000) payable in 5 installments
(the “Property Agreement”). The Properties with a carrying
amount of HK$157,964,000 have been included in the Group's
assets classified as held for sale at the balance sheet date.
The Property Agreement is conditional upon approval by the
shareholders of the Company in the forthcoming extraordinary

general meeting.

On 27th April, 2009, Folktune Limited (“Folktune”), a
wholly-owned subsidiary of the Company entered into an
agreement with certain minority shareholders of Dongguan
Fuan (the “Transferors”) to acquire from the Transferors in
aggregate 39% of the equity interests in Dongguan Fuan at
a total consideration of HK$77,326,205 (the “Share Transfer

Agreement”).

On the same day, Folktune issued an undertaking to China
Resources Textiles Company Limited (“China Resources
Textiles”), also a minority shareholder of Dongguan Fuan,
pursuant to which Folktune undertakes after one year from
the date of the undertaking to (i) pay to China Resources
Textiles HK$7,616,000 as compensation under the undertaking
and operation agreement dated 3rd July, 2001 entered into
between Folktune, the Transferors and China Resources
Textiles (the “Fuan Agreement”) and (ii) to acquire 10% equity
interests in Dongguan Fuan from China Resources Textiles for
a cash consideration of HK$12,211,232 (the “Undertaking”).

16.

HHBHESHE

UTHEEREEHREE

(a)

(b)

R-BEZEAFHNA-+tH RREZH
—BUBE=BITLAREEMNRPEER
ERETRZETBEARBEEZHBPAZ
Tih ((ZWED BREREAEARY
255,000,000 (#7288,136,0008 7T) * LA H
RAOBARTYWEESR]D - ZYENEREEB
157,964,000 TRZEEHE BIEEAEE
ZABABEEENEER -WESRAES
RATRRNEAGEITHR RSB AS Lt
HEBFAMEER -

RZBEZARFENA=+tH  KXQAFAZ—H
EWBARBEERLARA(EE)ERS
BRETLOHRR (EHES TR U
HBR(ET7326,205B TRREZEHFKERRS
BRETT39% 2 BARER ([REEERED -

BEA BELOEBHFEAER AR (EEH
Bl THARRERZ—BLEMRREE HK
R BLEERENRAFRREAZARE—
FHR)EEBH B X197616,000/8 TIERR
BHEZ EBEEAREBHBAN_-_ZTZT—F
+tAZ R Yz ABEEAR (RBZHED
ZEEERNAR S RE12,211,2328 T
HEBHBUBBREER10% 2 BAER (%
HED -
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16.

(b)

POST BALANCE SHEET EVENTS (Continued)

(Continued)

Folktune, the Transferors and China Resources Textiles had
also on 27th April, 2009 entered into a cancellation agreement
pursuant to which the parties agreed that the Fuan Agreement
shall be cancelled with effect from March 2008 and the
operation fees payable to the Transferors and China Resources
Textiles since March 2008 pursuant to the Fuan Agreement
shall be set off by the consideration payable by Folktune to
them for purchase of equity interests in Dongguan Fuan. Upon
completion of the Share Transfer Agreement, Dongguan Fuan
will become a 90% owned subsidiary of the Company, and
upon completion of the matters as stated in the Undertaking
issued to China Resources Textiles, Dongguan Fuan will

become a wholly-owned subsidiary of the Company.

The Share Transfer Agreement is conditional upon the signing
and performance of the Property Agreement and approval
by the independent shareholders of the Company in the

forthcoming extraordinary general meeting.

Details of the above transactions, which constitute very substantial

disposal transaction and major and connected transactions of the

Company, are set out in an announcement of the Company dated
29th April, 2009.
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BUSINESS REVIEW % FR[EIEE

We would like to report to shareholders the results of the Group
for the six months ended 28th February, 2009. The Group’s revenue
was approximately HK$2,488,319,000, a decrease of 19.1% over the
same period last year. Unaudited loss attributable to shareholders
amounted to approximately HK$166,158,000. Net loss margin for the
period under review was 6.7%, a decrease of 6.3 percentage point
over the same period last year or an increase of 3.8 percentage point
if excluding last year’s cost in relation to the reduction of production
capacity of Dongguan Fuan Textiles Limited (“Dongguan Fuan”), one
of the Group’s non wholly-owned subsidiary. Basic loss per share
was HK20.9 cents, compared to basic loss per share HK50.3 cents
(HK11.1 cents if excluding last year’s cost in relation to the reduction
of production capacity) for the first half of financial year 2008. The
Board has resolved not to pay any interim dividend for the period

under review (2008: HK1.0 cent per share).

During the first half of financial year 2009, the world economy
was still challenging due to the worsening of the US sub-prime
mortgage crisis towards the end of calendar year 2008 which has
adversely affected the economic climate and consumer markets,
especially those in the US and Europe. During the period under
review, many brands and retailers in the US and Europe were
aggressively reducing their inventories, thus the order volume for
knitted fabrics of the Group has been negatively impacted. The
overall operating environment of the period under review remained

difficult given the weak global economy and high operating costs.

The decrease in the Group’s revenue compared to the same period
last year was due mainly to the reduction in capacity in Dongguan
Fuan. Moreover, the weaker economy has led to reduced buying
budgets and tougher price negotiations by the customers, resulting
in lower average selling price for the Group. Despite decline in
commodity prices such as cotton and coal during the first half of the
current financial year, the Group could not benéefit significantly until
the full replenishment of lower cost inventory. Similarly, the relief
from increase in textile and apparel export related VAT rebate by the
Chinese government from 13% to 14% on 1st November, 2008 and
from 14% to 15% on 1st February, 2009 will only be fully reflected in
the second half of this financial year. At the same time, the reduction
in capacity also brought down the economies of scale for the Group

resulting in lower operating margin.
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On 27th April 2009, Dongguan Fuan entered into a Property
Agreement (“Property Agreement”) with an independent third party
in China, for the disposal of its whole land and property interest
(“Properties”) for a total cash consideration of RMB255,000,000
(approximately HK$288,136,000) payable in five installments
over a 24-month period. The Board considered that this was a
good opportunity for the Group to realize its investment in the
Properties and to increase the liquidity of the Group through this
transaction. At the same time, the Group also entered into certain
Share Acquisition arrangements (“Share Acquisition”) with the other
four shareholders of Dongguan Fuan. The board had evaluated
various alternatives and had concluded that the Share Acquisition
was the most efficient method that was also acceptable to the
shareholders of Dongguan Fuan, to enable the Group to access the
cash generated from the transaction under the Property Agreement

as soon as it becomes available.

Production and Sales of Dyed Fabrics, Sewing Threads and Yarns

For the period under review, due to a weaker economy as well as the
reduction in capacity due to the reduction of capacity in Dongguan,
revenue from the production and sales of dyed fabrics, sewing
threads and yarns was approximately HK$2,086,687,000, a decrease
of 24.0% as compared with the same period last year, and accounted

for 83.9% of the Group's total revenue.

Production and Sales of Garments

For the first half of financial year 2009, revenue from the production
and sales of garments reached approximately HK$401,632,000, an
increase of 22.8% as compared with the same period last year, and

accounted for 16.1% of the Group’s total revenue.

Analysis by Customer Geographical Regions

For the period under review, the Group’s major customers were
located in Asia and accounted for approximately 92.0% of the
Group's total revenue. The remaining 8.0% was generated from sales

to customers located in Europe and America.
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OUTLOOK RREE

Looking forward to the second half of the Group’s financial year of
2009, it is expected that the aftermath of the global financial turmoil
will continue to adversely affect the retail consumer spending in
the US and Europe. As a result, the demand for textile and apparel
products is anticipated to remain sluggish. Our foreign customers
have continuously expressed concerns over the near term outlook of
the retail business, which may result in continuation of conservative

placements of fabric and garment orders.

For the fabric business, following consolidation of fabric supply chain
by some of our key customers and our implementation of more
aggressive sales strategies, cost control and streamlining measures,
the Group has already seen some improvements in sales volume
and business performance in the initial months of the second half
of the current financial year. The Group currently possesses a total of
approximately 23 million pounds of monthly fabric dyeing capacity.
Because of weakness in demand and uncertainty in market outlook,
the completion of the Yancheng fabric mill has been delayed.
The Group will monitor closely the market conditions and our
clients order plan before commissioning the Yancheng fabric mill.
Meanwhile, the Group’s plant in Jiangyin, Jiangsu Province, remains
the largest fabric production site within the Group and is expected
to represent about half of the Group’s total capacity. This phased
plan of balancing the distribution of capacity between the Pearl
River Delta and the Yangtze River Delta of the PRC will enable the
Group to strategically diversify our geographical risk and lessen the
impact of rising costs of producing in Southern part of the PRC in

the long term.

Despite increase in sales during the period under review, the
market for garment export remains volatile and highly competitive.
Under such market conditions, the Group expects possibilities of
weakening in the performance of garment business in the second

half of this financial year.

The Group has continued to implement stringent cost-controlling
measures to reduce our overall operating costs. The number of
employees of the Group has been reduced from 18,200 as of 31st
August, 2008 to 16,500 as of 28th February, 2009. Given the current
assessment of the market environment, the Group maintains an
extremely cautious view on the Group’s overall performance for the

whole financial year.
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Liquidity and Financial Information

At 28th February, 2009, the total amount of bank deposits, bank
balances and cash of the Group was approximately HK$656,825,000,
a decrease of approximately HK$28,673,000 compared with 31st
August, 2008.

At 28th February, 2009, the financial ratios (inclusive of interim
dividend declared, if any) of the Group were as follows:

Gearing ratio BEARB &=
Bank borrowings ratio RITEEL=R
Net bank borrowings ratio RITEEBELR

The Group has engaged in certain interest rate swap contracts for
part of the term loans in order to convert the variable HIBOR rate
to fixed rates ranging from 2.4% to 4.07%. Owing to the dramatic
decrease in the HIBOR rate, a loss from change in fair values of
approximately HK$34,936,000 was included as other expenses for
the period ended 28th February, 2009.

The sales and the purchase of raw materials of the Group are mainly
denominated in Hong Kong dollars, US dollars and Renminbi. Bank
borrowings are also denominated in Hong Kong dollars, US dollars
and Renminbi and interest are mainly charged on a floating rate
basis. In addition, the Group mainly operates in the PRC and is
exposed to foreign exchange risk arising from Renminbi exposure.
The fluctuations in the US dollars and Renminbi have always been
the concern of the Group. In order to mitigate the foreign currency
risk and interest rate risk, the Group will enter into appropriate
hedging arrangements in accordance with the Group’s risk
management policies.

Capital Expenditure

During the period under review, the Group invested approximately
HK$147,208,000 in the property, plant and equipment and prepaid
lease payments. The Group estimates its capital expenditure for this
financial year to be approximately HK$300,000,000. Although this
figure is higher than that estimated in the annual report of last year,
it represents a reduction of about 42% from the capital expenditure
of last year. The increase in capital expenditure is due to additional
investments in the Group'’s production facilities in China and Sri

Lanka for enhancing efficiency and competitiveness.
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EMPLOYEES AND EMOLUMENT POLICIES {E & REl£ B

At 28th February, 2009, the Group had approximately 16,500 full

time employees. There is no significant change in the Group’s

emolument policies.

EER-ZEZNF_A=Z+NBZEZBEE AR
#1516,500A » MEBZMS BRI BB KW E o

DIRECTORS' INTERESTS INSECURITIES EE 2B LD

At 28th February, 2009, the interests of the directors of the

Company and their associates in the shares and underlying shares

of the Company and its associated corporations, as recorded in the

register maintained by the Company pursuant to Section 352 of the

Securities and Futures Ordinance (“SFQ”), or as otherwise notified

to the Company and The Stock Exchange of Hong Kong Limited

(the “Stock Exchange”) pursuant to the Model Code for Securities

Transactions by Directors of Listed Issuers contained in the Listing

Rules (the “Model Code”), were as follows:

Long positions in shares and underlying shares of the Company:

REZZBBEAFZAZ+NE  REXRQATDRRES
MABEMRG ([FHRBEMRG ) E3621FRE 2
BEMAEHRIE ETRA LT RARESETH
R 2BEFH (RETFH ) ABARRAR
BEEBBMAXZMARNA (XM &R &
NEABESRHEHBBEARA AR RABE X TN
BRZBRORAEBEROESNT

RARRRDREERDOFRER

Approximate

Number of shares held as % of
HEkRHHE the issued
Beneficial Other share capital
Name of director owner interests Total LB T
EEEHE BLSBEAA Hitgzs L [
Mr. HA Chung Fong 46,716,000 280,082,044 326,798,044 41.16
BEMFRE (note)
(HfaE)
Mr. HA Kam On, Victor 798,000 - 798,000 0.10
ERZRE
Mr. LAU Hong Yon 280,000 - 280,000 0.04
MEREREE
Mrs. FUNG YEH Yi Hao, Yvette 70,000 - 70,000 0.01

IBEEE 2L
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DIRECTORS'INTERESTS IN SECURITIES (continued)

Note:

Mr. HA Chung Fong was deemed to be interested in 280,082,044 shares in
the Company in virtue of the set up of a discretionary trust, the HA Trust, for
the benefit of his family and Trustcorp Limited (“Trustcorp”) is the trustee of
the HA Trust. Trustcorp is the wholly owned subsidiary of Newcorp Holdings

Limited (“Newcorp”).

Other than as disclosed above, none of the directors of the Company nor
their associates had any interests or short positions in any shares and
underlying shares of the Company or any of its associated corporations,
which were recorded in the register as required to be kept by the Company
under Section 352 of the SFO or as otherwise notified to the Company and

the Stock Exchange pursuant to the Model Code.

EFZEFERw

EE

AREMNFTEERERKF G KL —HE 1SS 7Ethe
HA Trust » [& It 3% & 1F ¥ 5280,082,044/8 A 1 A IR 1
FE 2% © Trustcorp Limited ([ Trustcorp J) Hthe HA Trust
2 Z % A o TrustcorpNewcorp Holdings Limited
(TNewcorpl) 2= EM BT

Br EUAR B Oh - RIBEAR D B 1R 5 & B B 15 5 5535215
REz EMARERIZRETUEBIARD T KRB A
ZER ARRNEERABBALEREAQATHAD
BMEIEE D RAMEMR 0 KB R D SRR A

SUBSTANTIAL SHAREHOLDERS' AND OTHER SHAREHOLDERS' INTERESTS

FERREEMIRRER

At 28th February, 2009, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the SFO
shows that other than the interests disclosed above in respect
of certain directors, the following shareholders had notified the
Company of relevant interests in the issued share capital of the

Company.
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SUBSTANTIAL SHAREHOLDERS' AND OTHER SHAREHOLDERS' INTERESTS (continued)

FERERHEMBREER @

Long positions in shares and underlying shares of the Company:

RARRRDREERDNFRER

Approximate
% of

the issued
share capital

Name of substantial shareholder Number of shares Capacity BT
FERTEE IR EE g4 [
Ms. TANG Kuen Mui 326,798,044 Spouse interest 41.16
BEmk £ (notes 1 and 3) BB R
(Mz1K3)
Newcorp 280,082,044 Interest of corporation controlled 35.27
(notes 2 and 3) FriZslp A E R
(Bfa2253)
Templeton Investment Counsel, LLC 46,724,566 Investment manager 5.88
REKE
Brandes Investment Partners, L.P. 126,325,000 Investment manager 15.91
REKE
The Bank of New York Mellon Corporation 58,685,900 Interest of corporation controlled 7.39
(note 4) FriZ sl R A B Y
(Ktata)
Franklin Templeton Investments Corp. 77,465,989 Investment manager 9.76
REKE
Notes: HiaE -

1. Ms. TANG Kuen Mui, spouse of Mr. HA Chung Fong, was deemed to be

interested in the shares.

2. Newcorp is the ultimate controlling shareholder of Trustcorp and
Trustcorp is the trustee of the HA Trust, a discretionary trust set up by

Mr. HA Chung Fong for the benefit of his family.

3. The interests of Mr. HA Chung Fong, Ms. TANG Kuen Mui and Newcorp

were duplicated.

4, The 58,685,900 shares included a lending pool of 42,903,900 shares.

Other than as disclosed above, the Company has not been notified
of any other relevant interests or short position in the issued share

capital of the Company as at 28th February, 2009.

1. HBEARZLTAEMRFITAEZERRS EMKEFE
BRERO#EE -

2. Newcorp/iTrustcorpZ B EERE M
TrustcorpAthe HA TrustZ Z 5T A » the HA Trust
BENF A BERERZE MR LN —BREET o

3. ENFELE BEKLZETRNewcorpzEHmEE
BH -

4.  1458,685,9008% A& #542,903,9000% 7] {2 f& H A A%
15} °

BREMEEN  REZBEAF-A=Z+NB &

DR WERIEMEEEREE DA HTRAN
FEERIAREA -
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PURCHASE, SALE AND REDEMPTION OF THE COMPANY'S LISTED SECURITIES

BE HWERBEAASZLEHES

For the period under review, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company'’s

listed securities.

CODE OF CORPORATE GOVERNANCE PRACTICES

None of the directors of the Company is aware of any information
which would reasonably indicate that the Company is not, or, was
not during the six months ended 28th February, 2009 in compliance
with the Code on Corporate Governance Practices (the “Code”) as
set out in Appendix 14 of the Listing Rules, with deviation from the

Code provision as explained below.

Under the Code provision A.2.1, the roles of chairman and chief
executive officer (“CEO") should be separate and should not be
performed by the same individual. The division of responsibilities
between the chairman and CEO should be clearly established
and set out in writing. Mr. HA Chung Fong (“Mr. HA") is presently
the Chairman and Managing Director of the Company. Having
considered the current business operation and nature of the
Company, the Board is of the view that Mr. HA acting as both the
roles of chairman and CEO is in the best interest of the Company.

The Board will review this situation periodically.

REBEHAXRQRAREEAMBEARLEES -
HESBEAARQAT 2EM LTRSS -

EEERER A

ARABESHRTANBEMER  RUSEMETR
ARARAREBE-_ZZAF-_A-TNRILLAEAR
HERERAREETF EHRAM 14T 2%
ERBHRTA TR » T X#EzFRIRX
ZmBEIT BRI ©

BFAMRA 2R E - TFETRAR (1THE
BONACREED  THRA-ABRERE £
FETRASCEBEI TREERELUE
A - EMFSEE(EREDRAFTARAZE
FRESAKE KERBALAZHRBEBER
st ESERRERLERKEEEFERTR
BREACDENEALQANE -EETREY
BB R o

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

EEETHESXINEESA

The Company has adopted the Model Code as its own code of
conduct regarding directors’ securities transactions. Having made
specific enquiry of all directors of the Company, the Company
considers that all directors of the Company have complied with the
required standard set out in the Model Code for the period under

review.

30

AARERAEETARHLABESRIRER
F2THBRAAAFEEBEHERE &
AARARAAFEESROERNYEETE
5 B R SR MO



AUDITCOMMITTEE B EET

The Company has established an Audit Committee for the purposes
of reviewing and providing supervision over the Company’s financial
reporting process and internal controls. The Audit Committee
presently comprises the three independent non-executive directors
of the Company. The Audit Committee has reviewed the unaudited
interim results. In addition, the Group'’s external auditor has carried
out a review of the unaudited interim results in accordance with
Hong Kong Standard on Review Engagements 2410 “Review of
Interim Financial Information Performed by the Independent

Auditor of the Entity”issued by the HKICPA.

REMUNERATION COMMITTEE

The Company has established a Remuneration Committee for
the purposes of making recommendations to the Board on the
Company’s remuneration policy and structure for directors and
senior management and on the establishment of a formal and
transparent procedure for developing policy on such remunerations.
The Remuneration Committee presently comprises five directors
of the Company, including the three independent non-executive
directors of the Company, Mrs. FUNG YEH Yi Hao, Yvette (non-
executive director of the Company) and Mr. WAI Yick Man (executive

director of the Company).

On behalf of the Board
HA Chung Fong

Chairman

Hong Kong
15th May, 2009

FMEST
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Listing . Listed on the Main Board of
The Stock Exchange of Hong Kong Limited
since 20th April, 1988

Stock Code : 420

Board Lot : 2,000

Par Value : HK$0.20
Shares Issued : 794,010,960

Financial Calendar 2009/2010

Financial year ended 31st August, 2009
Interim results announced 15th May, 2009
Register of members closed N/A

Distribution of dividend N/A

20009 full year results to be announced Mid-December 2009

Interim Dividend

The Board does not recommend the declaration of an interim
dividend for the year ending 31st August, 2009 (2008: HK1.0 cent).

Shareholder Services

For enquiries about share transfer and registration, please contact

the Company'’s share registrar:

Tricor Secretaries Limited

26/F, Tesbury Centre
28 Queen’s Road East
Wanchai, Hong Kong
Tel +852 2980 1766
Fax +852 2861 1465

Investor Relations

Ms Charmaine CHENG

Corporate Communications & Investor Relations Manager
Block A, 6/F, Eastern Sea Industrial Building

29-39 Kwai Cheong Road, Kwai Chung

New Territories, Hong Kong

Tel +852 3478 7017

Email pr@fshl.com

32

L D B-hANANEEAZ+REBR
ERBBERSMAERARER
is)

% 43 K 5% D420

HEEM : 2,000

mE © 0.20/87T

ST 794,010,960

2009/20105EBA F§ H 5%

MBFEEEE —ZEAFENA=+—H

REIEE N —EEAFHEATEHEA

RO EEERT TiE A

B B B TiE A

2009F ZFXE /N —EFTNF+-A4EA

PR E

BEEETEBRKRBE_SEEAENA=T—H
LEFEHPERE(ZEZ2N\FE D 1.0EMW) °

R R AR 5

EREERNDBFRERL 2EN  FHEARQT
RINBFETE :

EEREEBEARAT

BBEFERKER28H
SB[ 02612

& :%+852 2980 1766

{8 E+852 2861 1465

REAERMIE

ISR
CEEMERBREEBRLE
& B R B EE 8 5% 29-395%
REIXAKEARGTIE
E:5+852 3478 7017

Z #pr@fshl.com



Global Network | BTk 48 4%
FOUNTAIN SET (HOLDINGS) LIMITED
EHEE (EE)ERAR

Block A, 7/F, Eastern Sea Industrial Building,
29-39 Kwai Cheong Road, Kwai Chung,
New Territories, Hong Kong %

T R R 2 1820-30%8 *
i T 2 A BARTTIE

Tel EEE +852 2485 1881 x
()

Fountain Set has overseas marketing/representative offices in the following locations. Addresses, phone numbers and fax numbers
are listed at www.fshl.com

BHBER TIHERGEITISEENSE/RE, i, EFERBRIEERBEHTIBEWWW.fshl.comy
New York _ Toronto | Vancouver HoChiMinhCity & Seoul Shanghai | Shenzhen _ Singapore
e Zfw%  REE HHSEA™ EL B =N Nk
Production facilities are set up in the following countries:
T IIBREE B EE:

The PRC , Indonesia o Sri Lanka
FREd ENfe T+
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