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GROUP PROFILE

Fountain Set (Holdings) Limited and its subsidiaries are recognized
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$5.5 billion (US$699 million) in the financial year
2009.

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 14,200.

To learn more about Fountain Set, please visit www.fshl.com
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CONDENSED CONSOLIDATED FINANCIAL STATEMENTS [SBR&F S EAFEER K

The Board of Directors would like to announce that the unaudited EEesHmEBE - SE-_A=-+NBLAE
condensed consolidated financial statements of the Company and AARATIREMBAR ([XNERE]) 2 AKEEZE
its subsidiaries (the “Group”) for the six months ended 28th February, GRS IMBHRAOT -

2010 are as follows:

Condensed Consolidated Income Statement FfHHAZE S W 5 =

For the six months ended 28th February, 2010
BE—E-FF-A=1NHINER

Six months Six months

ended ended

28th February, 28th February,

2010 2009

85E BHZE

—E-%F —EENEF

—A=+N\HL ZA=+NBL

~{EA ~MEA

Notes HK$’000 HK$'000

it FET FET

(unaudited) (unaudited)

(REER) (RE&EZ)

Revenue = 3 3 2,589,347 2,488,319
Cost of sales HERA (2,193,297) (2,132,134)
Gross profit EF| 396,050 356,185
Other income HA g A 37,471 35,744
Gain on disposal of property interests & 2 Fri5lk s 9 96,387 -
Distribution and selling expenses DENEEER (102,152) (166,645)
Administrative expenses THEHR (258,956) (304,014)
Other expenses Hith&H (23,396) (47,386)
Finance costs A& A 4 (21,177) (28,006)
Profit (loss) before taxation BRELAI B A (B518) 124,227 (154,122)
Income tax (expense) credit BB () FTA 5 (5,229) 4,630
Profit (loss) for the period =HBER (FE) 6 118,998 (149,492)

Attributable to: FEAL

Owners of the Company INNETE SN 113,111 (166,158)
Minority interests LR RER 5,887 16,666
118,998 (149,492)

HK cents &l HK cents & il

Basic earnings (loss) per share BRERER (FiE) 8 14.2 (20.9)
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Condensed Consolidated Statement of Comprehensive Income

HHSEESEEWER

For the six months ended 28th February, 2010
BE—E-ZFF-_F-1+NHIANEA

Six months Six months
ended ended
28th February, 28th February,
2010 2009
H5E BZE
—E-%FF —EENF
—A=+/M\BL “A=t+NBL
~{EAR ANE A
HK$’000 HKS'000
FET FET
(unaudited) (unaudited)
(REBE) (REEZ)
Profit (loss) for the period =HREER (E5E) 118,998 (149,492)
Other comprehensive income Hitt 2 mE W (F%) !
(expense):
Exchange difference arising on REBIEBEEZ
translation of foreign operations ENERE 4,792 (22,881)
Release of translation reserve HE-—EWNBEARKEHZ
upon disposal of a subsidiary 5 (766) -
Other comprehensive income =HEEMEERE (BR)
(expense) for the period 4,026 (22,881)
Total comprehensive income =HEEmEkE (X)) &AE
(expense) for the period 123,024 (172,373)
Attributable to: FEh
Owners of the Company ARAREE A 114,139 (178,607)
Minority interests DPYRRER 8,885 6,234
123,024 (172,373)
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Condensed Consolidated Statement of Financial Position

LS

At 28th February, 2010
R-E-—ZFF-_HA—-+/H

Non-current assets

Investment properties
Property, plant and equipment
Prepaid lease payments

- non-current portion
Consideration receivable

- non-current portion
Deferred tax assets

Current assets

Inventories
Trade, bills and other receivables
Prepaid lease payments

- current portion
Consideration receivable

- current portion
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
Consideration payable

- current portion
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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kRBEE

REME
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BNEERE
—JERE I
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mENEE
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—REEBH
FEWRE
—REIEBH
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BREIAR ZRITEMX

BHRITIFR
RITEERES

TEABFEHEZEE

RBERE
EERHEMEMSRIE
FEAS R IE
RDHRRAIE

EAARE
—REEBH
IEFE YT A
TESMI A
R E
BARE
RITEE
——FREH
BITEX

MENEEFE
BEGERRDAER

—E-TERRRE

At At

28th February, 31st August,

2010 2009

—E-FF —EEAF
—HA=+/\H NB=+—H

Notes HKS’000 HKS$'000
i3 FEir FET
(unaudited) (audited)

(REER) (BEER)

9 - 12,755
9 2,289,253 2,283,789
9 134,865 138,512
10 83,582 168,672
17,760 16,111

2,525,460 2,619,839

11 1,535,713 1,180,756
12 1,310,674 1,352,190
9 3,057 3,093
10 122,523 64,042
13 1,127 -
26,849 26,267

568 2,127

61,700 58,015

606,814 742,400

3,669,025 3,428,890

3,706 5,493

3,672,731 3,434,383

14 680,457 635,233
14 383,521 254,759
80,100 80,100

15 52,721 28,672
1,458 1,458

13 1,106 -
26,229 20,572

3,636 4,689

16 839,722 839,538
7,748 969

2,076,698 1,865,990

1,596,033 1,568,393

4,121,493 4,188,232
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Condensed Consolidated Statement of Financial Position

BAGZSMBRAR

At 28th February, 2010
R-E-—ZFF-_HA—-+/H

Non-current liabilities

Consideration payable

- non-current portion
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 owners of
the Company
Minority interests

Total equity

ERHER
EARE
—JEREN B
A
TEEMIA
RITEE
——FREH
EEBIEARS

BEFE

BEXRftfE

&N

f#1H

RRBFER AEIEER
DERRER

HEaE

Notes

BfaE

15

13

At At

28th February, 31st August,
2010 2009
—E-FF —EEAF
—HA=+/\H NB=+—H
HKs’000 HKS$'000
FEir FET
(unaudited) (audited)
(RESE) (BEEZX)
23,079 46,316
69,266 69,996
30,887 30,898
1,323,114 1,489,018
3,366 3,247
1,449,712 1,639,475
2,671,781 2,548,757
158,802 158,802
2,349,218 2,235,079
2,508,020 2,393,881
163,761 154,876
2,671,781 2,548,757




EHE¥E(FE)FAREE

Condensed Consolidated Statement of Changes in Equity
G EERZER

For the six months ended 28th February, 2010
BE—E-ZFF-_F-1+NHIANEA

At Tst September, 2008 (audited)

Exchange difference arising on
translation of foreign operations
(Loss) profit for the period

Total comprehensive (expense)
income for the period
Dividend paid to minority shareholders

At 28th February, 2009 (unaudited)

Exchange difference arising on
translation of foreign operations
Release upon disposal of a subsidiiary

Profit for the period

Total comprehensive income
for the period
Acquisition of additional interest
ina subsidiary
Dividend paid to minority shareholders

At 31st August, 2009 (audited)

Exchange difference arising on
translation of foreign operations
Release upon disposal of a subsidiary

Profit for the period

Total comprehensive income
for the period
Transfer

At 28th February, 2010 (unaudited)

RZBENERR-H
(CEER)

BEBNEHELY
ERER
=48 (58) BA

RHE2E ()
WisE
ENREFIERR

RZEEAEZAZTNR
(REEH)

BEBNEHELY

ERER
HE-BHELAREY
=HEEN

RHERERELE
W -EHELT
BoMER
ENREFIERR

R-EEAENA=T-R
(CEER)

BEBNEHELY

ERER
HE-BHELAREY
=HEEN

RHERERELE

Fli

R-F-FE-A-+)\B
(REER)

Attributable to owners of the Company

—E-TERRRE

FATHFARLE
Capital
Share Share redemption Translation ~ Statutory ~ Retained Minority Total
capital  premium  reserve  reserve  reserves profits Total interests equity
&% by

kd RbEE BERE ERRE ATRE REEA BE RRELD EL8E
HKS000  HKS000  HKS'000  HKS'000  HKS000  HKS000  HKS000  HKS000  HKS'000
Fér TEr TEr TEr  FEr  TEr  FEr  TEr FEr
158802 197124 20 (45438) 37785 2099672 2448155 251039 2699194
- - - (12449) - - (12449 (10432 (22881)

- - - - - (166158)  (166,158) 16,666  (149492)

- - - (12,449) - (166158)  (178,607) 6234 (172373)

- - - - - - - (5729 (25729)
158802 197124 20 (57887) 37785 1933514 2269548 231544 2,501,092
- - - 7673 - - 7673 4,797 12470

- . - (570) - - (570) - (570)

- - - - - 130 17230 28067 145297

- - - 7103 - 117,230 124333 32,804 157,197

- - - - - - - (94260)  (94,260)

- - - - - - - (15272) (15272
158802 197124 20 (50784) 37785 2050744 2393881 154876 2548757
- - - 1,79 - - 179 2,998 479

- . - (766) - - (766) - (766)

- - - - - M 1 5887 118998

- - - 1,028 - I 114139 8885 12304

- - - - 4408 (4,408) - - -
158,802 197,124 210 (49,756) 42,193 2,159,447 2,508,020 163,761 2,671,781




FOUNTAIN SET (HOLDINGS) LIMITED

Condensed Consolidated Statement of Cash Flows

BEAGZEHSRE

For the six months ended 28th February, 2010
BE—E-ZFF-_F-1+NHIANEA

Net cash from operating activities

Net cash used in investing activities:

Purchase of property, plant and
equipment

Consideration received for sale of
assets classified as held for sale
(note 10)

Net proceeds from disposal of
property interests, net of direct
transaction costs of HK$283,000
(note 9)

Other investing cash flows

Net cash used in financing activities:
Repayment of bank borrowings
New bank borrowings raised
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

Interim Report 2010

EEREMGE2RERE

REBEBFAZESFE:

BB - HaE
KfE

HESEABELECEE
Z PR (B
(Ma£10)

HEYERS ZFEBHREFRE
(MBREEXZHRAK
283,00058 JT)

(Kiat9)

HihiRE 2 HERE

BMERE A 2REFE:
EEERTHEE
HMEEZRITHEE
ENRETFLHERR
HiBE 2 RERE

REREERESEE ZRHD
FE

REHBHRAKZRAER
£EREEAE

Exg Dy

REHBRER2RER
ZRHBEERE

ReRFREEIRE
BHEZOH

A
EHIRITIER
BITEERES
RITEX

Six months Six months
ended ended
28th February, 28th February,
2010 2009
BE BZE
—E-%% —EEhE
—HA=+N\BL —A=+NHL
~EA ~MEA
HKS’000 HKS$'000
FET FET
(unaudited) (unaudited)
(REER) (REEZ)
126,463 136,490
(132,286) (143,630)
34,474 -
11,997 -
6,378 7,056
(79,437) (136,574)
(1,275,248) (701,528)
1,108,575 737,808
- (25,729)
(20,605) (31,876)
(187,278) (21,325)
(140,252) (21,409)
799,446 676,714
1,572 (7,280)
660,766 648,025
61,700 40,240
606,814 610,493
(7,748) (2,708)
660,766 648,025
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Notes to the Condensed Consolidated Financial Statements

EAEG S M R R M

For the six months ended 28th February, 2010
BE-F-FF_A-F+/HIEANEA

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, 2009.

In the current interim period, the Group has applied, for the first
time, a number of new and revised standards, amendments and
interpretations (“new and revised HKFRSs") issued by the HKICPA,
which are effective for the Group’s financial year beginning on 1st
September, 2009.

HKAS 1 (Revised 2007) “Presentation of Financial Statements”

HKAS 1 (Revised 2007) has introduced terminology changes
(including revised titles for the financial statements) and changes in

the format and content of the financial statements.

HKAS 27 (Revised) “Consolidated and Separate Financial Statements”
HKAS 27 (Revised) affects the accounting treatment for changes in

the Group’s ownership interest in a subsidiary.

HKFRS 3 (Revised) “Business Combinations”

HKFRS 3 (Revised) affects the Group's accounting for business
combination for which the acquisition date is on or after 1st
September, 2009.

HKFRS 8 “Operating Segments”
HKFRS 8 is a disclosure standard that has not resulted in a
redesignation of the Group’s reportable segments (see note 3), nor

change in measurement of segment information.

1. REE#E
FEPLREHBBRRDBREEBHEXZMER
AAFF LTRAM ez EABEBERERKER
ERGHHAR(EREHMOAG) B 2E B
BT EREIMRI P EI IS AR AR S
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FEPFEEUHHRER BRIV EMTAURNTEE
PN HiRE R AR ERR -

ARG BHRERARA 2 ST HREFRA
EEEE—ZEENFNR=t-BHLEEZ2F
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iz ZBEMAT RIEFTER - BERZE (HIR
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Notes to the Condensed Consolidated Financial Statements (continued)

B S M BHRFME @

For the six months ended 28th February, 2010
BE—F-—FF_A-F+/HIEANEA

2.  PRINCIPAL ACCOUNTING POLICIES (Continued)

The adoption of the new and revised HKFRSs 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 has been recognised.
The Group has not early applied the following new and revised
standards, amendments or interpretations that have been issued but

are not yet effective.

HKFRSs (Amendments)
BBIISRRER (BIE)

HKAS 24 (Revised)
EBGTHERSE 2415 (187])

HKAS 32 (Amendment)
BBETHERERME (BIE)

HKFRS 1 (Amendment)
BEBMISRMERFEE (BE)

HKFRS 1 (Amendment)
BRI REREE (BE)
HKFRS 2 (Amendment)
BRBMBRMEAF 2R (BIE)

HKFRS 9
BBRE R HAERE AR

HK(IFRIC) - Int 14 (Amendment)
B (ERTERHRREES) —REE 4% (BE)

HK(IFRIC) - Int 19

58 (ARMBERRZBEESE) —2BE 19K

2. EEFHBEER)

R RIER] 2 B RRENH RS T HEBR
BESHTHBAKRE 2 EXERVBERRLES K
FE B BEAMBERBELRE -

REE IR R BT CHEM(E R RERBH
I RABRTHVEER - B IE SRR -

Improvements to HKFRSs 2009'
ZEENFEM 2B B IR RER R eE

Related Party Disclosures?

AR T Y BB

Classification of Rights Issues®
iRz o E

Additional Exemptions for First-time Adopters*

BRI R R

Limited Exemption from Comparative HKFRS 7
Disclosures for First-time Adopters®

BORER A B B B 7 B SR RSB 74
KENLLBRER 2 BERERRS

Group Cash-settled Share-based Payment Transactions*

SEREAECRENRS!

Financial Instruments®
SRTIAS

Prepayments of a Minimum Funding Requirement?

REESER AN

Extinguishing Financial Liabilities with Equity
Instruments®

URATEEHESHEAE
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Notes to the Condensed Consolidated Financial Statements (continued)

B S M BHRFME @

For the six months ended 28th February, 2010
BE-F-FF_A-F+/HIEANEA

2.  PRINCIPAL ACCOUNTING POLICIES (Continued)
! Amendments that are effective for annual periods beginning on or after

1st January, 2010.

2 Effective for annual periods beginning on or after 1st January, 2011.
3 Effective for annual periods beginning on or after 1st February, 2010.
4 Effective for annual periods beginning on or after 1st January, 2010.
5 Effective for annual periods beginning on or after 1st July, 2010.

6 Effective for annual periods beginning on or after 1st January, 2013.

The directors of the Company have commenced considering the
potential impact of these new and revised standards, amendments
or interpretations but are not yet in a position to determine whether
they would have material impact on the results and the financial

position of the Group.

3. SEGMENT INFORMATION

The Group has adopted HKFRS 8 “Operating Segments” with effect
from 1st September, 2009. HKFRS 8 is a disclosure standard that
requires operating segments to be identified on the basis of internal
reports about components of the Group that are regularly reviewed
by the chief operating decision maker (i.e. the board of directors of
the Company) for the purposes of allocating resources to segments
and assessing their performance. In contrast, the predecessor
standard (HKAS 14 “Segment Reporting”) required an entity to
identify two sets of segments (business and geographical) using a

risks and returns approach.

In the past, the Group’s primary reporting format was geographical
segments by location of customers. The application of HKFRS 8 has
not resulted in a redesignation of the Group’s reportable segments
as compared with the primary reportable segments determined
in accordance with HKAS 14. The adoption of HKFRS 8 has neither
changed the basis of measurement of segment information. The
Group’s reportable segments include Hong Kong, the People
Republic of China (the “PRC"), Taiwan, Korea, Sri Lanka, America,
Europe and other geographical locations (mainly represent

Singapore and Macau).

2. FEEFBRE

T BER-E-ZF-A-ARZRMANTF
FE HAR A 3

? RIE-—F-F-BRZERRNFED
BEZ
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Notes to the Condensed Consolidated Financial Statements (continued)

B S M BHRFTME @

For the six months ended 28th February, 2010
BE—F-FF_A-F+/HIEANEA

3. SEGMENT INFORMATION (Continued)

The following is an analysis of the Group’s revenue (representing
revenue from the production and sales of dyed fabrics, sewing
threads, yarns and garments) and results by reportable segment for

the period under review.

Six months ended 28th February, 2010

3.

SEEH (&)

UTHAEERBEDEREBMA 2 EXE B
EEFRARNERHEEERH  BOR  ORARK)
REBREZDH

BE-FT-FTF-_A=+/N\BLLXER

Hong Sti
Kong The PRC Taiwan Korea Lanka America Europe Others ~ Eliminations Consolidated
Bt HE e B8 HERF £ BN E4E 5 &&
HKS'000  HKS'000  HKS'000  HKS'000  HKS000  HKS'000  HKS'000  HKS'000  HKS'000  HKS$'000
f#t  FEr  FET  TET  FET  FET  TET  FET FET FER
REVENUE BRE
External sales HIMEE 668997 430865 324857 309467 307861 93780 34666 418854 - 2589347
Inter-segment sales (note) 3 BEHE (42 1808241 1,228,137 - - 176683 14524 - 54260 (3,281,805) -
Total revenue EEBARE 2477238 1,659,002 324,857 309,467 484,504 108,304 34,666 473114 (3,281,805) 2,589,347
RESULTS 54
Segment profit loss) PERH (FE) 70,909 48,679 44,305 4,358 33,344 (574) 2902 56,682 298,645
Interest income FEHA 9,200
Gain on disposal of HENEER
property interests ZfElE 96,387
Unallocated expenses RABZH (258,828)
Finance costs HEHA (21177)
Profit before taxation REARR 124227

10
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Notes to the Condensed Consolidated Financial Statements (continued)

B S M BHRFTME @

For the six months ended 28th February, 2010
BE-F-—FF_A-F+/NHIEANEA

3. SEGMENT INFORMATION (Continued)
Six months ended 28th February, 2009

Hong

Kong The PRC Taiwan Korea

B hE L | #H
HKS000 HKS000 HKS000 HKS000
FEr  TEr  TEr  TEn

3. HEEHGE)
BE_ZZEAF_A-+N\HBHILEAEA

Sri
Lanka America Europe Others ~ Eliminations ~ Consolidated
HEHF Hi Bl EHBE Hi &
HKS000 HKS000 HKS 000 HKS'000 HKS 000 HKS 000
Fér T FEr  TEx  TEr TEn

REVENUE 1]

External sales HoEE 732058 362542 288311 m W08 17420 BT 356993 - 2488319
Inter-segment sales (note) 3 BEHE (#2) 1684325 1,017,090 - - 166315 12828 - 489 (293457) -
Totalrevenue SEBARE 241638 1379632 288311 23171 493533 187,100 BIH 39892 (93457 2488319
RESULTS 4

Segment profit PEEF 48437 16835 19735 15,095 37473 8082 1253 24,585 17149
Interestincome FEBA 3233
Unallocated expenses FABX (300,844)
Finance costs HERE (28,006)
Loss before tavation BHAER (154122)

Note:  Inter-segment sales are charged at prices with reference to the

prevailing market rates.

Segment profit (loss) represents the profit earned by each segment
without allocation of central administration costs and other
expenses (including non production-related employee benefits
costs, directors’ emoluments, bank charges, etc), depreciation
charges, interest income, gain or loss on disposal/written-off of
assets and finance costs. This is the measure reported to the board of
directors of the Company for the purposes of resource allocation and
performance assessment. No further analysis on segment assets and

liabilities is disclosed as it is not presented to the board of directors.

BaE: DEEEENERDSREFNTSERME

TE °

DEBA (BR) DESDERMRINER - B
ERBFAFRITEEARAMER (BEFEE
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Notes to the Condensed Consolidated Financial Statements (continued)

B S M BHRFME @

For the six months ended 28th February, 2010
BE—F-—FF_A-F+/HIEANEA

4.  FINANCE COSTS

Interest on bank borrowings wholly
repayable within five years
Imputed interest expense on

consideration payable (note 15)

Total finance costs

Less: amounts capitalised

Finance costs capitalised during the period arose on the general
borrowing and have been calculated by applying a capitalisation rate
of 1.9% (six months ended 28th February, 2009: 2.68%) per annum on

expenditure of qualifying assets.
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4. HMERX

Six months
ended

28th February,
2010

B=
—B-2F
—AZ+NBHL
~EA
HK$’000

FHEIT

21,837

812

22,649
(1,472)

21,177

Six months
ended

28th February,
2009

BE
ZEENEF
ZBZ+NHL
ANMER

HK$000

FET

31,584

31,584
(3,578)

28,006
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For the six months ended 28th February, 2010
BE-F-FF_A-F+/HIEANEA

5.  INCOME TAX EXPENSE (CREDIT)

Current tax: EHBBIE
The PRC FE
Other jurisdictions Hih 5 A &

Under(over)provision in prior years:  @B{X FE GBEEEE) BETZ .

The PRC A E

Other jurisdictions Hiba At E
Deferred tax: IEIERLIE :

Hong Kong &E

The PRC FE

Other jurisdictions Hih =zt E

Taxation attributable to the Group AEBEEMLBIIE

Hong Kong Profits Tax is calculated at 16.5% (six months ended
28th February, 2009: 16.5%) 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 both
periods.

Pursuant to the relevant laws and regulations in the PRC, certain of
the Company’s PRC subsidiaries are entitled to exemption from PRC
Enterprise Income Tax for two calendar years commencing from their
first profit-making years 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.

5. FiBixHGGtA)

Six months Six months
ended ended

28th February, 28th February,
2010 2009

BE BZE
—E-FF —EENEF
ZA=+NABHL —AZ-+NHL
~{EA ~MEA
HK$’000 HKS$'000
F#EiT FET

358 1,496

- 390

358 1,886

6,689 354

(288) 27

6,401 381
- (4,994)

(1,527) 102
(3) (2,005)
(1,530) (6,897)

5,229 (4,630)

EBRFNERDEEHE 2 At EERBFIL16.5%
(BZE-ZEENF-A=-TNBLAEA 1 165%)
FE -HARMEREAEERE B 2 EKREH
BEE MURELHEBFIESHREE -

BIEPEBEARRER  AQAETHEMBEL
AAREEEBENFEECMEEFERN B
HAPECEMERRAZ=(EEFER%250%MH
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Notes to the Condensed Consolidated Financial Statements (continued)
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For the six months ended 28th February, 2010
BE—F-—FF_A-F+/HIEANEA

5.  INCOME TAX EXPENSE (CREDIT) (Continued)

Under the law of the PRC on Enterprise Income Tax (the “EIT Law”)
and Implementation Regulation of the EIT law, the tax rate of the PRC
subsidiaries is 25% starting from 1st January, 2008 onwards, while
certain of the Company’s PRC subsidiaries will continue to enjoy the

reduced tax rate 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 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 is obtaining
information and documents from the Group. In March 2008, 2009
and 2010, notices of estimated additional assessment (the “Protective
Assessments”) for the years of assessment 2001/02, 2002/03 and
2003/04 in an aggregate amount of HK$14,352,000, HK$19,844,000
and HK$18,390,000, respectively were issued to the Company
and certain subsidiaries of the Company by the IRD. Regarding
the Protective Assessments for the year of assessment 2003/04,
out of the aggregate amount of HK$18,390,000, two Protective
Assessments of HK$4,375,000 issued to the Company and a Hong
Kong subsidiary respectively were in effect alternative assessments
to that of an overseas subsidiary. Objections against the Protective
Assessments were lodged. For the years of assessment 2001/02 and
2002/03, full amount was held over unconditionally. For the year
of assessment 2003/04, amount will be held over on the condition
that Tax Reserve Certificates in the amount of HK$1,600,000 will be
purchased. The scope and outcome of the tax audit cannot be readily
ascertained at this stage. The directors of the Company consider 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.
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Notes to the Condensed Consolidated Financial Statements (continued)
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For the six months ended 28th February, 2010
BE-F-—FF_A-F+/NHIEANEA

6.  PROFIT (LOSS) FOR THE PERIOD

Profit (loss) for the period has been
arrived at after charging:

Release of prepaid lease payments
Depreciation of investment properties
Depreciation of property,
plant and equipment
Loss on disposal/written off of property,
plant and equipment, other than
property interests
Net foreign exchange loss
(included in other expenses)
Net loss on derivative financial
instruments (included in
other expenses)

and after crediting to other income:

Imputed interest income on
consideration receivable (note 10)

Interest income

Net rental income from investment
properties

Reversal of impairment losses on
property, plant and equipment

Gain on disposal of assets classified
as held for sale

Gain on disposal of property,
plant and equipment, other than
property interests

=HERR (BR) EHR T

ENEEHEE N
REMEZNE
YIZE -~ BRI
ZIE

HEWE  BBERERE

WE 2 B8
(MR
EREERE
(BEEHMERARN)
TEERMIAZ
BEFE
(BEEHMERR)

B ARAMEA -

BRREZHEERES
WA (KtaE10)
EIISYTON
REMENES
WA FE

M HERREZ
EREEEES 4G

HESBERFFEHEZEE

Frisias

HEME BBERREZ

Frigu s
(M EREREBRIN)

ZHEZA (&i8)
Six months
ended
28th February,
2010
B=
—B-FF
—H=-+N\HL
~EAR
HK$’000
FET

865
121

114,377

4,476

7,218

11,702

(7,290)
(1,910)

(2,849)

(871)

(91)

Six months
ended

28th February,
2009

BZE
—EENEF
—A=Z+NHL
~ME A

HK$'000

FET

2416
241

103,986

10,905

36,481

(3,233)

(2,732)

(201)



FOUNTAIN SET (HOLDINGS) LIMITED

Interim Report 2010

Notes to the Condensed Consolidated Financial Statements (continued)
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For the six months ended 28th February, 2010
BE—F-—FF_A-F+/HIEANEA

7. DIVIDEND

No interim dividend was proposed by the directors for the six months
ended 28th February, 2010 (six months ended 28th February, 2009:
Nil).

8.  BASICEARNINGS (LOSS) PER SHARE

The calculation of basic earnings (loss) per share attributable
to owners of the Company is based on the profit for the period
attributable to owners of the Company of HK$113,111,000 (six
months ended 28th February, 2009: loss of HK$166,158,000) and on
794,010,960 (six months ended 28th February, 2009: 794,010,960)

ordinary shares in issue during the period.

9. MOVEMENTS IN INVESTMENT PROPERTIES, PROPERTY,
PLANT AND EQUIPMENT AND PREPAID LEASE PAYMENTS
During the period, the Group disposed of certain of its property
interests with an aggregate carrying amount of HK$26,130,000 to an
independent third party for a consideration of HK$122,517,000 (net
of direct expenses of HK$283,000), resulting in a gain on disposal
of HK$96,387,000. An amount of HK$12,280,000 has been received
in the current period. Details of these transactions are set out in an

announcement of the Company dated 13th November, 2009.

The Group incurred expenditure of HK$133,758,000 during the six
months ended 28th February, 2010 (six months ended 28th February,
2009: HK$147,208,000) on property, plant and equipment to expand

and upgrade the Group’s manufacturing facilities.
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Notes to the Condensed Consolidated Financial Statements (continued)

B S M BHRFME @

For the six months ended 28th February, 2010
BE-F-FF_A-F+/HIEANEA

10. CONSIDERATION RECEIVABLE

On 27th April, 2009, Dongguan Fuan Textiles Limited (“Dongguan
Fuan”), a non wholly-owned subsidiary of the Group, 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 and certain buildings and
furniture, fixtures and equipment (the “Properties”) for a total cash
consideration of Renminbi (“RMB”) 255,000,000 (approximately
HK$288,136,000) payable in 5 installments (the “Property

Agreement”).

Of the above consideration, RMB30,000,000 was settled upon
the signing of the Property Agreement as the first installment.
The second installment of RMB30,000,000 (approximately
HK$34,474,000) was settled during the current period. The third
instalment of RMB40,000,000 has also been settled subsequent to
the reporting period. The remaining 2 installments of RMB77,500,000
and RMB77,500,000 are due for settlement in October 2010 and April
2011, respectively.

The receivable amounts are unsecured and interest-free. The fair
value of the deferred consideration at the date of initial recognition
has been determined to be RMB231,643,000 (approximately
HK$261,743,000) based on the estimated future cash flows by
applying a discount rate of 9.8% per annum. Of the consideration
receivable of HK$206,105,000 as at 28th February, 2010 (31st August,
2009: HK$232,714,000), an aggregate amount of HK$122,523,000
(31st August, 2009: HK$64,042,000) was classified under current
assets, representing the total amounts falling due within one year of

the reporting date.

Details of the above transaction are set out in the circular of the
Company dated 30th July, 2009.

10. FEMWKE

RZBZAFENAZ+EH  AEEZ-HEE
MEBAR  RERZHBHNRERAT (RER
ZNE—-EBBUE =TS UHENMARE
BERERETRZETEAEEZHBRHANL
RETFEF - &FR - HERRE (ZEWED
BESREBEHARYE AR ]) 255,000,0007T (4
288,136,000i8 ) * 2 A ([WE AR -

REBRES  RERNBIVESEREIXFA
[ %530,000,0007CE &5 —BAFRIE - E-HARKIE A
FR#530,000,0007T (#934,474,0007 ) ERAHR X
1 5 = B 5 E A R #540,000,0007T @ 75 E A
MERBEIMN - AT WHARIE R AR 77,500,000
TR AR#77,500,000t BA IR —E—FF+A
R-Z——FMAFHZM-

ZERUREARERRZE - RYLHEI A H
ZIEEREZ AT EEA ARY231,643,0007T (K
261,743,000 70) » JIRBEFTRRBE S RERE
BERILUTHE - RZZE—ZFF_A=+N\H " [E
W B206,105,0008 TH (ZEBERFNA=Z+—
H 1 232,714,000/ T) » #£0122,523,0008 T (==&
ZAFNA=+—H 64,042,000 7T) 2 EERE
EE DERBREAE—FRIBz2EHESE-

FBELARZ cHBREREAQBDANAZZEERN
FtA=tHZBRERA -



FOUNTAIN SET (HOLDINGS) LIMITED

Interim Report 2010

Notes to the Condensed Consolidated Financial Statements (continued)

B S M BHRFME @

For the six months ended 28th February, 2010
BE—F-—FF_A-F+/HIEANEA

11. INVENTORIES

Spare parts
Raw materials
Work in progress

Finished goods

(=N
R
¥R
SR

12. TRADE, BILLS 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 and

bills receivables net of allowance for doubtful debts:

Not yet due

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

At

28th February,
2010
—g-%5
—H=+N\H
HKs’000
FHEIT

118,452
782,160
319,995
315,106

1,535,713

At

31st August,
2009
—EENF
NB=+—8H
HK$000
FET

133,695
529,883
270,332
246,846

1,180,756
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At

28th February,
2010
—B-%F
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HKS$’000
FHETT

497,008
279,752
122,601
105,997

1,005,358
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31st August,
2009
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FET

630,573
186,687
186,197
131,625

1,135,082
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For the six months ended 28th February, 2010
BE-F-FF_A-F+/HIEANEA

12. TRADE, BILLS AND OTHER RECEIVABLES (Continued)

Other receivables as at 28th February, 2010 represented value-
added-tax recoverable of HK$69,690,000 (31st August, 2009:
HK$84,533,000), deposits, prepayments and other receivables
of HK$125,106,000 (31st August, 2009: HK$132,575,000) and
receivables from disposal of property interests of HK$110,520,000
(31st August, 2009: Nil) which has been subsequently settled in
March 2010.

13. DERIVATIVE FINANCIAL INSTRUMENTS

Derivative financial instruments mainly represent interest rate swaps
entered into by the Group to hedge against its interest rate risk by
swapping the interest on bank borrowings floating with Hong Kong
Interbank Offered Rate to fixed rates.

These contracts will mature within four (31st August, 2009: four)

years from the end of the reporting period.

The fair values of the above derivative instruments are calculated in
accordance with generally accepted pricing models based on quoted
forward exchange rates and discounted cash flow analysis based on
the applicable yield curves of interest rates which were provided by

counterparty financial institutions.
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For the six months ended 28th February, 2010
BE—F-—FF_A-F+/HIEANEA

14. TRADE AND OTHER PAYABLES/BILLS PAYABLE

The following is an aged analysis of trade payables:

Not yet due R E|EA
Overdue 1 - 30 days BEI-30K
Overdue 31 - 60 days ®HA31-60K
Overdue > 60 days BHIHEB60KR

All bills payable of the Group are not yet due at the end of the

reporting period.

Other payables as at 28th February, 2010 represented accruals of
HK$108,777,000 (31st August, 2009: HK$142,622,000) and other
payables of HK$133,269,000 (31st August, 2009: HK$136,511,000).

15. CONSIDERATION PAYABLE

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”). Upon completion of the Share Transfer
Agreement, Dongguan Fuan will become a 90% owned subsidiary of

the Company.
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For the six months ended 28th February, 2010
BE-F-FF_A-F+/HIEANEA

15. CONSIDERATION PAYABLE (Continued)

Pursuant to the Share Transfer Agreement, the consideration is
payable by 5 installments. The payable amounts are unsecured and
interest-free. The fair value of the deferred consideration at the date
of initial recognition has been determined as HK$74,433,000 based
on the estimated future cash flows by applying a discount rate of
3.7% per annum. Of the consideration payable of HK$75,800,000
as at 28th February, 2010 (31st August, 2009: HK$74,988,000), an
amount of HK$52,721,000 (31st August, 2009: HK$28,672,000)
was classified under current liabilities, representing the amounts
repayable on demand or falling due within one year of the reporting
date.

Details of the above transaction are set out in the circular of the
Company dated 30th July, 2009.

16. BANK BORROWINGS

During the current period, the Group obtained new bank loans
of HK$1,108,575,000 (six months ended 28th February, 2009:
HK$737,808,000) and made repayments of HK$1,275,248,000 (six
months ended 28th February, 2009: HK$701,528,000). 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 floating interest at the weighted average effective
interest rate of 2.02% (31st August, 2009: 2.24%) per annum and are
unsecured and repayable by instalments over a period from one to

four years.
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For the six months ended 28th February, 2010
BE—F-—FF_A-F+/HIEANEA

17. CAPITAL COMMITMENTS

Capital expenditure in respect of the
acquisition of property, plant and
equipment contracted for but not
provided in the condensed

consolidated financial statements

Capital expenditure in respect of the
acquisition of property, plant and
equipment authorised but not

contracted for
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BUSINESS REVIEW %7 [CIEE

We would like to report to shareholders the results of the Group
for the six months ended 28th February, 2010. The Group's revenue
was approximately HK$2,589,347,000, an increase of 4.1% over the
same period last year. Unaudited profit attributable to shareholders
amounted to approximately HK$113,111,000, a turnaround from a
loss of HK$166,158,000 over the same period last year. Gross profit
margin for the period under review was 15.3%, an increase of 1
percentage point over the same period last year. Net profit margin
for the period under review was 4.4%, an increase of 11.1 percentage
point over the same period last year or an increase of 7.3 percentage
point if excluding extraordinary gain in relation to the disposal of
an industrial building during the current period in Tuen Mun, Hong
Kong. Basic earnings per share was HK14.2 cents, compared to basic
loss per share HK20.9 cents for the first half of financial year 2009. The
Board has resolved not to pay any interim dividend for the period

under review (2009: HK0.0 cent per share).

During the first half of financial year 2010, the world economy saw
signs of gradual stabilization. However, most textiles and garments
manufacturers and exporters were still facing difficulties in the
challenging operating environment, especially those export-
oriented manufacturers relying heavily on the consumer markets in
the US and EU, as these regions were directly affected by the financial
crisis. During the period under review, many brands and retailers
in the US and Europe increased their placement of orders after an
earlier round of heavy reduction in inventories during the previous
year, thus the order volume for knitted fabrics of the Group has also

experienced positive recovery.

The increase in the Group’s revenue compared to the same period
last year was due mainly to the increase in output and the overall
utilization rate of facilities for the production of fabrics, sewing
threads and yarns. This is a result of more proactive sales and
marketing efforts by the Group during the period under review. At
the same time, distribution and selling expenses were reduced by
approximately HK$64,493,000 or 38.7 percentage point, reflecting
the benefits of more stringent cost control and streamlining
measures. However, the overall prices of commodity such as cotton
increased significantly during the period under review, which
resulted in higher pressure on the production cost. In addition, the
minimum wage increases imposed by the Chinese Government in
2010, part of which were effective since 1st February, also resulted in
some negative impact on our costs for the period under review.
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BUSINESS REVIEW (continued) 3£ 75 [B1 BR ()

On 26th February, 2010, the Group concluded as scheduled the
completion of sale of our ownership in Tin’s Centre Block No.9
(“Properties”) in Tuen Mun, Hong Kong with an independent third
party in Hong Kong. The sale amount of the disposal of the properties
is HK$122,800,000 and after deducting relevant costs, the gain on
the disposal of the Properties is approximately HK$96,387,000.
The Group considered this a good opportunity for realizing its
investment in the Properties and to reallocate the resources for
strengthening the Group’s financial position and supporting the
principal business operations. The balance of proceeds was received
on 1st March, 2010 and the Group has used the net proceeds for bank
borrowings repayments and working capital.

Production and Sales of Dyed Fabrics, Sewing Threads and Yarns
For the period under review, due to intensified sales and marketing
efforts and a gradual increase in demand from clients, revenue
from the production and sales of dyed fabrics, sewing threads and
yarns was approximately HK$2,308,411,000, an increase of 10.6% as
compared with the same period last year, and accounted for 89.2% of
the Group's total revenue.

Production and Sales of Garments

For the first half of financial year 2010, with the reduction in
production capacity under an increasing competitive environment,
revenue from the production and sales of garments was
approximately HK$280,936,000, a decrease of 30.1% as compared
with the same period last year, and accounted for 10.8% 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 95.0% of the Group's
total revenue. The remaining 5.0% was generated from sales to
customers located in Europe and America.
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Looking forward to the second half of the Group’s financial year of

OUTLOOK

2010, it is expected that the world economy will continue to recover.
As a result, the demand for textile and apparel products is anticipated
to continue to grow. Our foreign customers have continuously
expressed more positively over the near term outlook of the retail
business, which may result in continuation of more active and

increase in order placements of fabric and garment.

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 25 million pounds of monthly fabric production
capacity. Our new fabric mill in Yancheng has commenced
production during this financial period. The Group targets to achieve
an average of two million pounds of fabric dyeing per month in
Yancheng plant and eventually the plant could be developed to
achieve a maximum capacity of approximately ten million pounds

per month upon completion of all phases.

The Group will monitor closely the market conditions and the
upcoming order plan of our clients before further developing 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 PRCin the long term.
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The recent minimum wage increases by the Chinese Government

OUTLOOK (Continued)

resulted in continuous pressure on the cost of labour and other
labour intensive services. In addition, potential risks for the industry
will stem from the possibility of appreciation of Reminbi, continuous
high cost of cotton as well as possible surge on fuel prices, all
of which are universal to the Group and the major competitors
and would therefore contribute towards stronger momentum of
increasing average selling price of fabrics.

Despite increase in sales of fabrics during the period under review,
the demand for garment export from China remains volatile and
highly competitive. Under such market conditions, the Group
expects possibilities of continuing challenges for the garment
business in the second half of this financial year.

The Group has continued to implement stringent cost control and
efficiency improvement measures to reduce our overall operating
costs. The number of employees of the Group has been reduced from
15,700 as of 31st August, 2009 to 14,200 as of 28th February, 2010.

Given the current assessment of the market environment, the Group

maintains a relatively more optimistic view on the business outlook
for the longer term.
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FINANCIAL REVIEW BA¥ES[EIEE

Liquidity and Financial Information

At 28th February, 2010, the total amount of bank deposits, bank
balances and cash of the Group was approximately HK$668,514,000,
a decrease of approximately HK$131,901,000 compared with 31st
August, 2009.

At 28th February, 2010, the financial ratios of the Group were as
follows:

Gearing ratio BEXRAEGBLER
Bank borrowings ratio RITEELL=R
Net bank borrowings ratio RITEEFELR

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 China 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$133,758,000 in the property, plant and equipment, represented
a reduction of about 9.1% from the capital expenditure of the same

period in last year.

FEEEE(EE)FARLE —z-sshgss

mEEERUBER

RZB-ZFE_A-+N\B > EEZRTER#
THERESBEN 5668514000587 » HHER=
EEAFNA=+—HRA#131,901,0005& 7T °

RIZE-Z2FZAZ+N\H  SEZHKLERN
T

28th February, 31st August,
2010 2009
—F-FF —BBAF
—HA=+N\H NB=+—H
1.47 1.53

0.87 0.97

0.60 0.64

REBZHERFMERBLUBT - EARARYE
AE - RITEBETUEBT - ETRARKEAEN
MEEBFBFIERGFE - B4 AEFEERF
BISEEY  HWIRAREAEEZINERR - &
EE-HEIEZEARARBEZRZKE - BEE
SERFZREE  ARESREAMERERRE
HE BRI R 8 o

=g Nk

EEIREMR  RNEBECSRE#133,758,00058 T AR
ME > BMEREE HEAFRMEAHZSEEMEL
TBET9.1% °

EMPLOYEES AND EMOLUMENT POLICIES {EE R ENEBE

At 28th February, 2010, the Group had approximately 14,200 full time
employees. There is no significant change in the Group’s emolument

policies.

RZZB-Z2F-AZ+N\B SE2BEEAH
14200 > MEBMFHFMBERILES ARE -

27



FOUNTAIN SET (HOLDINGS) LIMITED

Interim Report 2010

DIRECTORS’ INTERESTS IN SECURITIES EE ZiE LML

At 28th February, 2010, 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 (“SFO”), 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:

REZZB-ZFZRZ+N\R REAQFARES
KBRS (TRERMERD ) E352105HRE2 B
MARHEFZRETRANLETRARNESETES
Re2BETFA (BREFH ) RABAARARARE
BEMAXZMARNR (BXM) &R £2
ARESNEBBARALAREBRE QR TE
BzROREERDERNOT

RARBRDREERDHFREBR

Approximate

Number of shares held as % of
HEkRHE the issued
Beneficial Other share capital
Name of director owner interests Total BT
EEEE BLSEAA Hiigss L [:&.N7 4
Mr. HA Chung Fong 54,882,000 280,082,044 334,964,044 42.19
BEMFRE (note)
(Bta)
Mr. HA Kam On, Victor 798,000 - 798,000 0.10
ERZRE
Mr. LAU Hong Yon 280,000 - 280,000 0.04
MEEREE
Mrs. FUNG YEH Yi Hao, Yvette 70,000 - 70,000 0.01
BEEELZ LT
Note: et -

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.
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SUBSTANTIAL SHAREHOLDERS'AND OTHER SHAREHOLDERS'INTERESTS

FERRREMRRER

At 28th February, 2010, 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.

Long positions in shares and underlying shares of the Company:

RZZE-Z2FZAZ+HNB REAQTRIS
R ERDIEBAMRTRENETERREMER -
BREMMOESCRBEZEREN  LTRREE
HALARHEARRACBRITRANEEES -

RAERBDRDRABBROHFAEER

Approximate

% of
the issued
share capital
Name of substantial shareholder Number of shares Capacity LT
TERFETE R EE S 0
Ms. TANG Kuen Mui 334,964,044 Spouse interest 42.19
BRIk L+ (notes 1and 3) [t
(Kii1K3)
Newcorp 280,082,044 Interest of corporation controlled 35.27
(notes 2 and 3) FriZ iR A E R R
(Bfaz2k3)
Templeton Investment Counsel, LLC 46,724,566 Investment manager 5.88
REZKE
The Bank of New York Mellon Corporation 58,685,900 Interest of corporation controlled 7.39
(note 4) Pzl EE R S
(Ktit4)
Franklin Templeton Investments Corp. 63,439,989 Investment manager 7.99
REZKE
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, 2010.
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PURCHASE, SALE AND REDEMPTION OF THE COMPANY’S LISTED SECURITIES

BBEH HERBOEAFZ LHESF

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

listed securities.

REBEPAXRQRAREEAMBEARLERES -
HERBERIAAR ZERM LTRSS -

CODE OF CORPORATE GOVERNANCE PRACTICES & w#H=pH|

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, 2010 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.
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BFRAMEA2VRE  EFEETHRAR ([1THE
HMACEERD  TEA—-ABNRE - £F
BITHABCHAcBES TEERERAELUER
NE - EMFRE(TEREDRBERRAZER
RESHEE KEZBADAZRBXRBEER
Bt ESERA/ERLERBEEEIFERITHA
RZABNENAEARANE ESSREHR
FTEENR o

ARAERALTRAN EHANESETRS

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

EFETEFXINEETL

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers contained in the Listing
Rules (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.
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AUDITCOMMITTEE EZEEE

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 three independent non-executive directors
of the Company (Mr. NG Kwok Tung, Mr. Wong Kwong Chi and
Mr. CHOW Wing Kin, Anthony, SBS, JP). 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 ¥ BlZEE S

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 four independent non-executive
directors of the Company and one executive director of the Company
(Mr. LAU Hong Yon).

On behalf of the Board
HA Chung Fong

Chairman

Hong Kong
14th May, 2010
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SHAREHOLDER INFORMATION &SR &

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
ParValue : HK$0.20
Shares Issued : 794,010,960

Financial Calendar 2010

Financial year ended 31st August, 2010
Interim results announced 14th May, 2010
Register of members closed N/A

Distribution of dividend N/A

2010 full year results to be announced Mid-December 2010

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
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Global Network | IBFk48 4%

FOUNTAIN SET (HOLDINGS) LIMITED
RHEX (RE)ERAF

Block A, 6/F, Eastern Sea Industrial Building,
29-39 Kwai Cheong Road, Kwai Chung,
New Territories, Hong Kong

BAMAZAESIE29-395%
RIBTEXREAKEGFE

Tel E5E +852 2485 1881

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

BHEENRTIMERGEITISERNER/NEKE, ik, SFHEEHRIEEREYTIAEwWww.fshl.comp
New York _ Toronto _ Vancouver = Ho Chi Minh City . Seoul _ Shanghai _ Shenzhen _ Singapore

mw " sz oBTE  $EHEEH B5E S Obs Il " s

Production facilities are set up in the following countries:

MR TR ERE:

China o Indonesia 4 SriLanka
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