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CONDENSED CONSOLIDATED INCOME STATEMENT fHH&ZESWER

For the six months ended 30 June 2013 &{ Z201346/530H 1E61E A

F 8 - A BTE TS - BT A A 2 & 2 BB AL BB 17 A &

Six months ended
BZET3 AH1L6eEA
30 June 31 August
2013 2012
2013%F 2012
6H30H 8H31H
NOTES HK$'000 HKS000
&t FET FET
(unaudited) (unaudited)
(REEXR) (REERZ)
Revenue = 3 3,317,989 3,751,710
Cost of sales SHER A (2,957,994) (3,448,942)
Gross profit EF 359,995 302,768
Other income H g A 21,103 26,369
Other gains and losses Hih sk B8 6,323 38,829
Distribution and selling expenses DHEREEER (86,444) (129,614)
Administrative expenses THEHR (258,930) (341,052)
Finance costs [E5- 7% (17,119) (34/413)
Profit/(loss) before taxation BREATRF, (&8) 24,928 (137,113)
Income tax gt 9,625 4,501
Profit/(loss) for the period 2HBEREF, (FHE) 34,553 (132,612)
Profit/(loss) for the period attributable to: EHEHEERN (FE)
Owners of the Company ARAREEA 31,160 (131,517)
Non-controlling interests FERER 3,393 (1,095)
34,553 (132,612)
HK cents &l HK cents &1l
Earnings/(loss) per share BREF, (FH)
Basic and diluted BEAL#E 2.6 (13.3)




CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME G E2EKER

For the six months ended 30 June 2013 & Z22013%6/530H 16185

Six months ended

BZET5 BH1L6efE B
30 June 31 August
2013 2012
20135 20124
6H30H 8H31H
HKS000 HKS'000
FET FET
(unaudited) (unaudited)
(REEX) (REEZ)
Profit/(loss) for the period 2HERER (FEE) 34,553 (132,612)
Items that will be reclassified to HEMBKENs BEBHE2EE
profit or loss in subsequent periods:
Exchange differences arising on translation of REBNEREECELERE
foreign operations 18,226 144
Reclassification adjustment of HEMBARRFELRFEZ
translation reserve upon disposal of subsidiaries B EFE = 45
Other comprehensive income for the period EHEHEMEENES 18,226 189
Total comprehensive income/(expense) ENEBEEmkE (B BE
for the period 52,779 (132,423)
Total comprehensive income/(expense) EhEHEEERE
for the period attributable to: (X)) #BE:
Owners of the Company AAREE A 47,512 (131,405)
Non-controlling interests FERER 5,267 (1,018)
52,779 (132,423)




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION fBA4R& BBk R &R

As at 30 June 2013 201346 530H

At At
30 June 31 December
2013 2012
#2013 20125
6H30H 12H31H
NOTES HK$'000 HKS000
it FET FET
(unaudited) (audited)
(REEX) (REZX)
Non-current assets FRBEE
Investment properties REME 2,494 2,548
Property, plant and equipment YRR R 9 1,713,021 1,827,010
Prepaid lease payments — non-current portion FENEERE-ERB I 109,089 110,273
Deposits paid for acquisition of property, BEYE HERREZ
plant and equipment [EENE&A 21,407 18,371
Investment in life insurance policies ASERBREZRE 10 36,580 36,742
Deferred tax assets EERIBEE 38,511 28,517
1,921,102 2,023,461
Current assets REEE
Inventories FE 11 1,574,319 1,340,553
Trade and bills receivables EEREBEKRIE 12 1,327,074 1,259,918
Prepayments, deposits and other receivables ERARE-ZeR
H At FE W R IE 12 157,468 166,404
Prepaid lease payments — current portion FERHEEREBE - REBIH 2,610 2,607
Derivative financial instruments fTESBMIA 11,201 2,044
Tax recoverable A UK B #5418 1,081 7,065
Short-term bank deposits EHRITER 174,286 302,577
Bank balances and cash RITEFRES 774,556 915,466
4,022,595 3,096,634
Current liabilities REBEE
Trade and bills payables EEREBEMNIE 13 980,882 783,712
Other payables and accruals HittEARIERETE R 13 332,234 342,160
Amounts due to non-controlling shareholders RIFERIRRFRIE 80,100 80,100
Deferred income - current portion EIER A — R ENEBD 1,458 1,458
Derivative financial instruments fTESMIA 4,173 15,037
Tax payable EHE 26,188 67,261
Bank and other borrowings — due within one year RITRHMEE - —FAEH 14 1,075,491 1,234,735
Bank overdrafts RITEX 32,955 7,751
2,533,481 2,532,214
Net current assets REBEEZRE 1,489,114 1,464,420
Total assets less current liabilities EEAERABAERE 3,410,216 3,487,881




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION B4R & BBk R &K

As at 30 June 2013 201346 530H

At At
30 June 31 December
2013 2012
2013 H2012%F
6H30H 12H31H
NOTE HKS000 HKS'000
K&t FET FET
(unaudited) (audited)
(REEX) (ER)
Non-current liabilities FkRBAE
Deferred income — non-current portion ELEWA —FERB S 17 64,405 65,134
Bank and other borrowings — due after one year IRITRHMEE ——FREH 14 131,522 240,587
Deferred tax liabilities EEBEBEEE 2,074 2,380
198,001 308,101
Net assets EERE 3,212,215 3,179,780
Capital and reserves BEXRf#EE
Share capital [N 240,609 240,609
Reserves (N 2,814,924 2,769,113
Equity attributable to owners of the Company AAEEE AELER 3,055,533 3,009,722
Non-controlling interests IFERER 156,682 170,058
Total equity EHEE 3,212,215 3,179,780




NOTES

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

Since 6 June 2012, Chinatex Corporation has held approximately 34% of the
issued share capital of the Company. In view of the fact that the principal
operating subsidiaries of the Company established in the PRC are statutorily
required to have their financial year end date at 31 December, pursuant to
a resolution of the board of directors dated 10 August 2012, the financial
year of the Company (together with its subsidiaries collectively referred to
as the “Group”) has been changed from 31 August to 31 December. The
management considered that the Group’s operation has no significant
seasonal/cyclical effects. Accordingly, the current interim financial
information covered a period of 6 months from 1 January to 30 June 2013
and the comparative figures presented for the condensed consolidated
income statement, condensed consolidated statement of comprehensive
income and related notes covered a period of 6 months from 1 March to 31

August 2012.

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 and methods of computation
used in the condensed consolidated financial statements for the six months
ended 30 June 2013 are the same as those followed in the preparation of
the Group’s annual financial statements for the 16 months period ended 31

December 2012.
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2.  PRINCIPAL ACCOUNTING POLICIES (continued)

In the current interim period, the Group has applied, for the first time, the
following new and revised standards, amendments and interpretations

(“new and revised HKFRSs") issued by the HKICPA, which are effective for the

Group's financial year beginning on 1 January 2013.

Amendments to HKAS 1 (Revised)

HKFRSs (Amendments)

Amendments to HKFRS 7

HKFRS 10

HKFRS 11

HKFRS 12

HKFRS 13
HKAS 27 (2011)

HKAS 28 (2011)

HKAS 19 (2011)

HK(IFRIC) - Interpretation 20

Amendments to HKFRS 1

Presentation of Items of Other
Comprehensive Income

Annual Improvements 2009-2011 Cycle

Offsetting Financial Assets and Financial
Liabilities

Consolidated Financial Statements

Joint Arrangements

Disclosure of Interests in Other Entities

Fair Value Measurement

Separate Financial Statements

Investments in Associates and Joint
Ventures

Employee Benefits

Stripping Costs in the Production Phase
of a Surface Mine

Government Loans

2. FEEFEE(H)
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(2011)
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REBERAREE

(2011) RNAZRE
BERETTERE195 BEEF

(2011)

BB (AR BRERE BRABLEERBRD
£88) —REBE0% FIER AR AR
EBMBREENE IR BTER

CHEN

The application of the above new or revised HKFRSs in the current interim
period has had no material effect on the amounts reported in these

condensed consolidated financial statements and/or disclosures set out in

these condensed consolidated financial statements.

R B E A L R] SRS R] BB B3R
SR EHZEEHERGEIMBBRERMER2E
BR/R2EERREUBRRAMRE 2 SEE
BMEXRZE-



2.  PRINCIPAL ACCOUNTING POLICIES (continued)

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

Amendments to HKAS 32 Offsetting Financial Assets and

Financial Liabilities’

HKFRS 9 Financial Instruments?
Amendments to HKFRS 10, Investment Entities’

HKFRS 12 and HKAS 27 (2011)

Amendments to Mandatory Effective Date of HKFRS 9 and

HKFRS 7 and HKFRS 9 Transition Disclosures?

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

2 Effective for annual periods beginning on or after 1 January 2015

The directors of the Company anticipate that the application of the new and
revised HKFRSs will have no material impact on the results and the financial

position of the Group.

3. REVENUE AND SEGMENT INFORMATION

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

aggregation of operating segments.
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3. REVENUE AND SEGMENT INFORMATION (continued)
The following is an analysis of the Group’s revenue and profit/(loss) from the
production and sales of dyed fabrics, sewing threads, yarns and garments and

results by reportable segment for the period under review.

3. EXERIFER (H)
UTAAEERERNERBEERH BIR YR
R 2ERBRER, (FE) DR B %S
RO EEZ D

Six months ended 30 June 2013 E £20135F6A30H LL6f8 A
Hong Kong The PRC Taiwan Korea  SriLanka America Europe Others Segmenttotal Eliminations Consolidated
b il aE B8 HEET Bl B Eft#E 2ESE EiE &8

HKS$'000 HKS$'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HK$'000 HK$'000 HK$'000 HK$000

FET FET FAT FEx FEx 223 223 223 A7 A7z Az
REVENUE E5E
External sales HIMEE 751,609 513,496 421,954 517,976 405458 194,022 118,024 395450 3,317,989 - 3317989
Inter-segment sales (note) PEHEE (HiF) 2493213 1,490,683 - - 310756 36,610 - 79773 4411035 (4411,035) -
Total segment revenue PREERAE 3244822 2,004,179 421,954 517,976 716,214 230,632 118,024 475223 7,729,024 (4,411,035 3,317,989
RESULTS £
Segment profit ARER 66,999 46,144 44,394 54,462 23,931 10,099 12,463 38,519 297,011
Interest income FIBWA 3383
Unallocated income FABMA 20,576
Unallocated expenses RABZH (278,883)
Finance costs BERK (17,119)
Profit before taxation KRR 24,928

Six months ended 31 August 2012

B ZE2012568H31H1L6{E A

Hong Kong The PRC Taiwan Korea  Srilanka America Europe Others Segment total Eliminations Consolidated
EE HE 2] BE  EEWF M B EEBE  AEAE H# &8
HKS 000 HKS 000 HKS 000 HKS 000 HKS 000 HKS 000 HKS 000 HKS 000 HKS 000 HKS 000 HKS 000
A7 A7 &7 & & & AT FET FET FET A1
REVENUE EXE
External sales HIMEE 938,214 588,543 515,607 641,680 349,935 139,540 114,488 463,703 3,751,710 - 3,751,710
Inter-segment sales (note) PEBHE (Hi) 2957733 1730260 - - 238099 48814 - 11652 5091428 (5091428) -
Total segment revenue kL 3,895,947 2,318,803 515,607 641,680 588,034 188,354 114,488 580,225 8,843,138 (5,091,428) 3,751,710
RESULTS S
Seqment profit AEEF 1662 17159 875 31,565 8434 10677 5618 3007 167957
Interest income FEHWA 6019
Net gain on disposal of subsidiaries HEHBARZ
il FE 43,09
Unallocated expenses AOWXME (33133)
Unallocated income FABRA 3,361
Finance costs HERA (34413)
Loss before taxation BEAEE (137,113)
Note: Inter-segment sales are charged at prices with reference to the prevailing M DEREECZERDSRERZTSEEMEE -

market rates.



3. REVENUE AND SEGMENT INFORMATION (continued) 3. EEBERIEEN(E)

Segment profit represents the profit earned by each segment without PEBADESESEFRBNETR EPILRE
allocation of central administration costs and other expenses (including non- FARRTHEAREMER (BEFEEEE
production related employee benefits expense, directors’ emoluments, bank ZEERALZE EEME - ROTEBAZ) - E
charges, etc.), depreciation and amortization, interest income, gain or loss R REUWA - HE FEEE WERRE
on disposal/written-off of property, plant and equipment, net gain or loss ZER TEeRIAEZFER MEREARBE
from derivative financial instruments, finance costs, net gain on disposal MEBARZHMBREFEZ - HNAERIER
of subsidiaries, etc.. This is the measure reported to the board of directors BHFEMBAARARESEERCELE-

of the Company for the purposes of resource allocation and performance

assessment.
4.  FINANCE COSTS 4., REHAK
Six months ended
BZT5 AHLLeEA
30 June 31 August
2013 2012
2013%F 20124
6H30H 8H31H
HK$’000 HKS'000
FET FET
Finance costs on: = N
Bank and other borrowings wholly repayable BAREFREHEEZ
within five years RITREMEE 17,119 34,413




5. INCOME TAX 5. Fi8H

Six months ended
BET35 AHL6EA
30 June 31 August
2013 2012
20135 20126
6H30H 8H31H
HK$’000 HKS'000
FET FET
Current tax: EHERIE
Hong Kong & 366 -
The PRC H 7,635 956
Other jurisdictions Hih 5 A it E 1,193 1,831
9,194 2,787
(Over)/under provision in prior years: BEFE (BHERE) BETR:
Hong Kong B (25) 585
The PRC & (174) 87
Other jurisdictions Hibh Bt & (281) m
(480) 671
Overprovision for the total tax undercharged in BEFELWBKAEBERE
previous years (8,040) -
Deferred tax: EERIIE
The PRC A (10,493) (7,903)
Other jurisdictions Hih =& 194 (56)
(10,299) (7,959)
(9,625) (4,501)
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5. INCOME TAX (continued)

Hong Kong Profits Tax is calculated at 16.5% of the estimated assessable

profit for both periods.

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%. Certain of the Company’s PRC subsidiaries are entitled to exemption
from the PRC Enterprise Income Tax for two calendar years 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% for such periods. The Tax Holiday was expired on 31

December 2012.

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 April 2014. Accordingly, no provision for

income tax was made on the profit for both periods.

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

the respective jurisdictions.

In February 2008, the Hong Kong Inland Revenue Department (the “IRD")
initiated a tax audit on the Company and its subsidiaries for the years of
assessment from 2001/02 onwards. In March 2008, 2009 and 2010, February
2011, January 2012 and February 2012, notices of estimated additional
assessment (the “Protective Assessments”) for the years of assessment
2001/02, 2002/03, 2003/04, 2004/05, 2005/06 and 2005/06 in an aggregate
amount of HK$14,352,000, HK$19,844,000, HK$18,390,000, HK$62,834,000,
HK$35,019,000 and HK$12,343,000, respectively, were issued to the Company

and certain subsidiaries of the Company by the IRD.
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5. INCOME TAX (continued)

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. Regarding the Protective Assessments for the year
of assessment 2004/05, out of the aggregate amount of HK$62,834,000,
two Protective Assessments of HK$2,266,000 and HK$23,194,000 issued to
the Company and a Hong Kong subsidiary, respectively, were also in effect
alternative assessments to that of the above overseas subsidiary. Regarding
the Protective Assessments for the year of assessment 2005/06, out of
the aggregate amount of HK$47,362,000, two Protective Assessments of
HK$1,687,000 and HK$15,985,000 issued to the Company and a Hong Kong
subsidiary, respectively, were also in effect alternative assessments to that of

the above overseas subsidiary.

Objections against the Protective Assessments were lodged. For the
years of assessment 2001/02 and 2002/03, full amounts were held over
unconditionally. For the years of assessment 2003/04, 2004/05 and 2005/06,
amounts were held over on the condition that Tax Reserve Certificates in the
amount of HK$1,600,000, HK$23,000,000 and HK$10,000,000 were purchased
in May 2010, April 2011 and March 2012, respectively.

During the period ended 30 June 2013, the Group has submitted a settlement
proposal, on a complete without prejudice basis, to the IRD in order to
finalize the tax audit and the tax provision of the Group for the years of
assessment 2001/02 to 2011/12. After negotiations, the Group has finally
come up with an agreement with the IRD that the total tax undercharged for
the years of assessment 2001/02 to 2011/12 is approximately HK$33,000,000,
and the related interest payable and compound penalty is approximately
HK$9,300,000 in aggregate (collectively referred as “Total Tax Payment”), while
the Group has purchased tax reserve certificates totaling HK$34,600,000
for the aforesaid years of assessment. The Group has then redeemed the
tax reserve certificates to offset part of the Total Tax Payment and settle the
remaining portion by cash. Since a tax provision of HK$41,000,000 has been
made for the year ended 31 August 2011, the Group has concluded the Total

Tax Payment and credited the tax being over-provided during the period.
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6. PROFIT/(LOSS) FOR THE PERIOD 6. R~HHEF(FE)

Six months ended

BZET5AHL6efEA
30 June 31 August
2013 2012
20135 20126
6H30H 8H31H
HK$’000 HKS'000
FET FET
Profit/(Loss) for the period has been arrived 2HERR, (FBE)
at after charging: 2R T3
Release of prepaid lease payments FEAHEREE Y 1,304 1,262
Depreciation of investment properties REMEZITE 55 23
Depreciation of property, plant and equipment VI HEERBEZITE 139,688 125,975
Loss on disposal/written-off of property, HE HEME HER
plant and equipment RiB2ER - 2,177
Net exchange losses EHEETE 12,950 -
Net loss from derivative financial instruments eI AEZERFEE - 4,369
Employee benefits expense EERAZE (BREREEMS)
(including directors’ emoluments) 459,151 458,893
and after crediting: REstA:
Gain on disposal of property, plant and equipment HEME HBERRBEzRE 424 -
Net gain on disposal of subsidiaries HEMBARZWEFE - 43,096
Interest income FEWA 3,343 6,019
Net rental income from investment properties REWEZHSWAFE 1,078 83
Net exchange gain EHREFE - 2,279
Net gain from derivative financial instruments FTHESRMIEZREFEE 18,849 -
7. DIVIDENDS 7. RE
No interim dividend in respect of the six months ended 30 June 2013 has KA EEWEERIRSEE2013F6H30H £
been proposed by the directors of the Company (six months ended 31 6 B 2 HARE (B ZE2012%8H31H k6B A :
August 2012: Nil). ) o
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8. EARNINGS/(LOSS) PER SHARE
The calculation of the basic earnings/(loss) and diluted earnings per share

attributable to owners of the Company is based on the following data:

8. BRER(HH)
ARAREEARGEERERRT, (FE) R#E
BRNTRETIEEAE:

Six months ended
BET5BH L6 A
30 June 31 August
2013 2012
20135 20125
6H30H 8A31H
HK$’000 HKSs'000
FET FET
Earnings/(loss) BR, (F#8)
Profit/(loss) for the period attributable to owners of MTEERELRBR(BE)R
the Company for the purposes of BERAFAZRARERTA
EERMBER (FE) 31,160 (131,517)

basic earnings/(loss) and diluted earnings per share

Six months ended
BET5BEHL6EA
30 June 31 August
2013 2012
2013 20126
6H30H 8A31H
Number of shares ROEE
Number of ordinary shares for the purposes of T EERELRRBR(BE)R
BERANFRA2EBRREE 1,203,046,960 987,413,851

basic earnings/(loss) and diluted earnings per share

No adjustment has been made to the basic loss per share amounts presented
for the 6 months ended 31 August 2012 in respect of a dilution as the impact
of share options outstanding had no anti-dilutive effect on the basic loss per

share amounts presented.
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8. EARNINGS/(LOSS) PER SHARE (continued)

The computation of diluted earnings per share for the six months ended 30
June 2013 does not assume the exercise of the Company’s outstanding share
options because the adjusted exercise prices of those options calculated in
accordance with HKAS 33 “Earnings Per Share” are higher than the average

market price of the shares for the period.

9. MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT

The Group incurred expenditure of HK$22,553,000 during the six months
ended 30 June 2013 (six months ended 31 August 2012: HK$36,178,000)
on property, plant and equipment to expand and upgrade the Group’s

manufacturing facilities.

10. INVESTMENT IN LIFE INSURANCE POLICIES

In prior period, the Group entered into contracts with two insurance
companies which contain life insurance policies to insure against the death
of certain key members of management of the Group, with an aggregate
insured sum of approximately US$18.8 million (equivalent to approximately
HK$145.8 million). Under these contracts, the beneficiary and policy holder is
the Company. The Company has made upfront payments of HK$36,178,000
in prior period. The monthly insurance costs and administrative charges
determined by the insurance companies will be deducted from the account
value. The insurers will declare interest (including the guaranteed interest) to
the Company on a monthly basis, based on the amount of account value, at
a rate to be determined at their own discretion. Two of the key members left
the Group on 7 December 2012 and 1 May 2013, the Group is in the process

of changing the life insured person to other key member(s).
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11. INVENTORIES 11. FE

At At
30 June 31 December
2013 2012
20135 720124
6H30H 12A31H
HK$’000 HKS$'000
FET FET
Spare parts B 76,118 92,263
Raw materials ER 702,066 577,267
Work in progress ¥EM 393,303 300,907
Finished goods SR m 402,832 370,116
1,574,319 1,340,553
12. TRADE AND BILLS RECEIVABLES/PREPAYMENTS, DEPOSITS AND 12, BEREBEWTE FAMRE -RERE
OTHER RECEIVABLES 2 & W 7R IE
The Group allows a credit period ranging from 30 days to 90 days to its trade AREERMBFEIB0RZORBHFHEEEF -
customers. The following is an aging analysis of trade and bills receivables EERZBERUGERBAREE A (BMBRR
based on the payment due date net of allowance for doubtful debts: REBE) NIRRT
At At
30 June 31 December
2013 2012
R20134F 20125
6H30H 12R31H
HK$’000 HKS000
FET FET
Not yet due R E|HA 830,310 764,880
Overdue 1 - 30 days BHA1-30K 272,102 265,530
Overdue 31 - 60 days BEH31-60K 58,947 108,753
Overdue > 60 days BHA R Be0K 165,715 120,755
1,327,074 1,259,918
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12. TRADE AND BILLS RECEIVABLES/PREPAYMENTS, DEPOSITS AND
OTHER RECEIVABLES (continued)

Other receivables as at 30 June 2013 represented value-added tax

recoverable of HK$33,495,000 (31 December 2012: HK$21,672,000), tax

reserve certificates purchased of HKS Nil (31 December 2012: HK$34,600,000)

and prepayments, deposits and other receivables of HK$123,973,000 (31

December 2012: HK$110,132,000).

13. TRADE AND BILLS PAYABLES/OTHER PAYABLES AND ACCRUALS

12, EERFERWRE FAARE ZERE
ftb PE W SR IE (4]

R20135F6 H30H » H fth & W TR IE T3 35 AT U [E] 45
{E%133,495,0005% 7T (20125128310 : 21,672,000
BL) BEMRSZTB T (20126128318
34,600,000 T) U RFEARNRE - RERHEM
FE UK 3k 18 123,973,000 7T (2012128318 ¢
110,132,000 7T ) ©

13. EXRFEEECREHMBESRERER
A

At At

30 June 31 December

2013 2012

R2013F 20125

6H30H 12A31H

HK$’000 HKS000

FHET FET

Trade payables RN RIE 588,483 488,414
Bills payables ERENRIE 392,399 295,298
980,882 783,712
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13. TRADE AND BILLS PAYABLES/OTHER PAYABLES AND ACCRUALS
(continued)

The following is an aging analysis of trade payables based on the payment

13. EERRBECRKEHEENRERER
B (#)
EERMNTERNREP A ZREDFTOT

due date:
At At
30 June 31 December
2013 2012
R20134F 20125
6H30H 12A31H
HKS$’000 HKS'000
FETT FET
Not yet due R E|HA 518,187 405,062
Overdue 1 - 30 days BEIH-30K 57,586 62,641
Overdue 31 - 60 days HH31-60K 6,918 10,440
Overdue > 60 days BHIRiBe0X 5,792 10,271
588,483 488,414

All the bills payables of the Group are not yet due at the end of the reporting

period.

Other payables and accruals as at 30 June 2013 represented other payables
of HK$133,806,000 (31 December 2012: HK$118,928,000) and accruals of
HK$198,428,000 (31 December 2012: HK$223,232,000).

14. BANKAND OTHER BORROWINGS

During the current interim period, the Group obtained new bank and
other borrowings of HK$1,005,573,000 (six months ended 31 August
2012: HK$1,419,161,000) and made repayments of HK$1,275,594,000 (six
months ended 31 August 2012: HK$1,996,151,000). These bank borrowings
obtained and repaid are mainly denominated in Hong Kong dollar. The bank
borrowings raised were mainly used to repay the existing bank borrowings or

as working capital of the Group.

The borrowings mainly carry floating interest at the weighted average
effective interest rate of 2.65% (31 December 2012: 3.03%) per annum and
are repayable by installments over a period from one to three years. Except for
borrowings of HK$144,299,000 (31 December 2012: HK$260,343,000) which
are secured by certain life insurance policies as detailed in note 10, all other

borrowings are unsecured.
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BUSINESS REVIEW ¥ 78 [E

Due to the change of financial year end of Fountain Set (Holdings) Limited
from 31 August to 31 December effective 10 August 2012, this interim report
accounts for financial results of the Group from 1 January to 30 June 2013
instead of the previous interim reporting period of 1 September to the end
of February. During the period under review, while the competition remained
very fierce, the economy of the USA, which is the Group’s major target
market, shown signs of gradual recovery with a relatively stable demand for
textiles products. On the other hand, demand from the Chinese domestic
market remained weak as many retailers continue reducing their inventory,
resulting in a relatively challenging market environment compared to that of
before. At the same time, although international cotton prices have slightly
increased, minor fluctuation was still maintained while the domestic cotton
price remained stable. Under the above operating environment, there was
a significant turnaround in the overall financial performance of the Group
during first half of the financial year 2013 (“1H2013") as compared to a net
loss for the six months ended 31 August 2012, which was mainly attributable
to the improvement in operational efficiency through adopting a series of
measures by the Group to reduce operating and management costs which
started showing results in this phrase; the stabilization of raw material costs
and the decline in certain major production costs resulting in relatively
manageable operating costs; the further increase in the Group’s operational
efficiency gained by constantly optimizing the management structure and

operational processes.

Production and Sales of Dyed Fabrics, Sewing Threads and Yarns
The Group's production capacity among four fabric mills in both China and
Sri Lanka remained at approximately 25 million pounds of fabric dyeing per

month which is basically the same level compared with last year.

For the period under review, the Group’s core business, production and
sales of dyed fabrics, sewing threads and yarns, generated revenue of
approximately HK$2,769,891,000 and accounted for 83.5% of the Group's

total revenue.

Production and Sales of Garments

For the first half of financial year 2013, with the increase in sales volume,
revenue from the production and sales of garments was approximately
HK$548,098,000 and accounted for 16.5% 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 90.6% of the Group’s total revenue.
The remaining 9.4% was mainly generated from sales to customers located in

Europe and America.
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BUSINESS REVIEW (continued)

Dividend

In view of the current business and financial situation of the Group, the Board

has resolved not to pay any interim dividend for the six months ended 30

June 2013.

EisoE (&)

Our awards and certificates accredited during TH2013 are as follows:

Awards & Certifications

’RE
ENEEARBRNEBMBERL ESER
EFB E20135F6H30H 6@ B A~ F ik 3 E 1
AR S o

FBFL¥FHHRFERE SEMERER
FRAEIT -

B R FRAL

No.
SR

Name of Award/Certification

RE/ARBER

Type of Doc.

pais tid

Date of Issue  Issued by

BEEH BMEM

Dongguan Shatin Lake Side Textiles Printing & Dyeing Co., Ltd. R ABBH BN LER 2 F

1

Top Five Actual Export Enterprises 2012*
DHENNFEEREAOAMRARE

Environmental Management System
Certification®

RREBRAARERE

~GB/T 24001-2004- 1S014001:2004
Standard Quality Management System
Certification

EEEERARRRE

GB/T 19001-2008-1SO 9001:2008

Passing of Review of Cleaner Production*

BREERBER

Outstanding Enterprise of Energy
Conservation in Shatian Town 2012*
012FEYDHEHRETESEEL
Oeko-Tex Standard 100

Lake Side 2012 Energy-Saving Evaluation Results

- "Completed” Level*

EBNEHRERERATRER

Award
iy

Certification
Bl =

i REJ/

Certification

REE

Document

DRI

Award
iy

Certification
E?g%% =

Document

BRI
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2013

CPC Shatian Town Committee - People’s

Government of Shatian Town*

FHPAEZSE -V HEARBA

28/01/2013 China Great Wall Quality Assurance Centre

Ry (R2) EERALH L

28/01/2013 China Great Wall Quality Assurance Centre

2013

2013

2013

2013

R’ (R2) EERALH L

Dongguan Economic and Information

Technology Bureau, Dongguan Science

and Technology Bureau, Dongguan

Environmental Protection Bureau

RETRBEMNEEMAR REMRERM

B -RETERERER

Dongguan Shatian Energy Conservation

Committee Office*
ShOREHRRFTEMAERLE

TESTEX AG, Swiss Textile Testing Institute

Dongguan Shatian Energy Conservation
Committee Office*

REDHERELEASPARAE



BUSINESS REVIEW (continued)

RIoE (&)

Awards & Certifications (continued) #2718 [ SRR (&)

No. Name of Award/Certification Typeof Doc.  Dateoflssue Issued by

XHFH  RE/REBER b bl HEEH BHEN

8 2012 Guangdong Province Environmental Document 18/06/2013 Department of Environment Protection of
Protection - Environmental Integrity DRI Guangdong Province
Green Enterprise* ERERGREE
WRFEREEHTRRREREZ
RRAGHREERE

Jiangyin Fuhui Textiles Limited SIIREEA B AR A 7

9 2012 Outstanding Enterprise of Award 2013 Jiangyin Hi-Tech Industrial Development
Production Safety* b4 Zone Management Committee*
0FE £ERE KERRE IEREMRNEXRREERESS

10 Wuxi Outstanding Enterprise of Employment* Award 2013 Wuxi People’s Government
BHEMHELELE e ESTARBRHBAE

1 2012 Top100 Star Enterprise* Award 2013 Jiangyin Municipal Committee of the
0FE BHRBEELE = Communist Party of China, Jiangyin

People’s Government
HRHETEMmE IRHARBUF

12 Excellent Laboratory of China Knitting Industry* ~ Award 2013 China Knitting Industry Association
TEHBTEEFERE Rg RSB TERE

13 Jiangyin Fuhui Textile Institute* Award 2013 Jiangyin Science and Technology Board*
TRemEES MR b3 TRehRIERITE

14 2012 Jiangsu Province Environmental Document 21/06/2013 Environmental Protection Department of
Protection - Environmental Integrity DRI Jiangyin Province
Green Enterprise* IHEREREE
WNRFEIHEEHTRRREREZ
RARAGREERE

Yancheng Fuhui Textiles Limited B B E 4 8GR A A

15 Environmental Management System Certification 01/07/2013 Beijing NGV Certification Centre Limited
Certification® REE LREREIZFFOERD A
REEBRAARRE
~GB/T24001-2004 1SO014001:2004

16 Excellent Export Enterprise* Award 2013 Yancheng People’s Government
BEHLOLE b3 Him ARBUF

Dongguan Fu Yi Apparel Co., Ltd. R =B REBR L T

17 Top Five Actual Export Enterprises 2012* Award 2013 CPC Shatian Town Committee - People’s
DHENRFEEREOAERLE #®@ Government of Shatian Town*

*

English names are only translation of their official Chinese names. In case of

inconsistencies, the Chinese name shall prevail.
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OUTLOOK REEZE

Looking forward to the second half of the Group’s financial year of 2013, the
overseas market which is the Group’s major market, is expected to remain
stable. As a result, the Group will continue to proactively pursue business
opportunities and be aware of the difficulties and challenges that may lie
ahead. Meanwhile, the Group will monitor closely the market conditions and
the upcoming sourcing plan of our customers while adjusting our operating

and sales strategies accordingly.

Under the leadership of the new Board of Directors, the management of the
Group has formed a broad consensus in response to the key improvement
areas in the existing business operations in order to further enhance the
Group’s overall competitiveness. We will strive to employ extra stringent cost-
control and efficiency enhancement measurement to continuously optimize
business processes and increase overall operational efficiency. Under this
leadership direction, the management is actively involved in promoting
and executing specific operational enhancement measures to aggressively
achieve the best results. Meanwhile, the management is in the process of re-
thinking and re-positioning the Group’s mid-term and long-term strategic
development directions to cope with the challenges in the ever-changing

market environment in the future.
The Group is looking forward to the results of the recent operational

enhancement measurement. We have confidence a more positive future for

our development in the longer run.
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FINANCIAL REVIEW B} 8 [E &

AEBEHE2013F6 308 LAz T BLEL KBt
BIEE2FMT:

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

ended 30 June 2013 are set out below:

For the For the

6 months ended 6 months ended

30 June 2013 31 August 2012
Bz Bz
201356 H30H 20125 8H31H
k618 A 1t6fE A
Key Financial Ratios FTEMBLER
Profitability ratios BFEED Lt FE
Gross profit margin (%) EF=E 10.8% 8.1%
EBITDA margin (%) BN E#EaFIEE 5.5% 0.7%
Expenses as a % of revenue B EEBE L F
Distribution and selling expenses DHEREEER 2.6% 3.5%
Administrative expenses THEHR 7.8% 9.1%
Finance costs & A A 0.5% 0.9%
Asset efficiency BEYE
Inventory turnover (days) FEAEEMS (/) 97 81
Trade and bills receivables turnover (days) EENEZEERNRIE
BEH(R) 73 64
Trade and bills payables turnover (days) EERZBENMRIE
BEH (/) 60 43
At 30 June At 31 December
2013 2012
120135 R2012%
6H30H 12A31H
Asset ratios BELE
Current ratio mEtk = 1.59 1.58
Net debt/EBITDA ratio FERBBITE
184 55 AR =R 1.59 2.62
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FINANCIAL REVIEW (continued) Bi7&[EIEE (&)

Revenue EER
EEEE2013F6 308 L AN E E£5E
3,317,989,00078 JT ©

The Group’s revenue for the period ended 30 June 2013 amounted to
HK$3,317,989,000.

ERERER IR

Revenue by business segments

Production and Sales of Dyed Fabrics, Sewing Threads and Yarns

BUERHERT BAKRKY

. Production and Sales of Garments

1H2013

In TH2013, the Group’s core business, production and sales of dyed fabrics,
sewing threads and yarns, generated revenue of HK$2,769,891,000, which
accounted for 83.5% of the Group's total revenue. Revenue from production
and sales of garments was HK$548,098,000, accounted for 16.5% of the

Group's total revenue.

Cost of Sales and Gross Profit

For the six months ended 30 June 2013, overall cost of sales of the Group

amounted to HK$2,957,994,000 and overall gross profit margin was 10.8%.

Distribution and Selling Expenses

For the six months ended 30 June 2013, the Group's overall selling and
distribution costs amounted to HK$86,444,000, accounting for 2.6% of the

Group's total revenue.

Administrative Expenses

In TH2013, the Group’s overall administrative expenses amounted to

HK$258,930,000, accounting for 7.8% of the Group's total revenue.

Earnings before Interest, Tax, Depreciation and Amortization (EBITDA)

In TH2013, the Group’s EBITDA approximately amounted to HK$183,094,000.

Finance costs

In TH2013, the Group's finance costs approximately amounted to

HK$17,119,000, representing 0.5% of the Group's total revenue.
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FINANCIAL REVIEW (continued)

Capital Expenditure

For the six months ended 30 June 2013, the Group invested approximately
HK$22,553,000 in the additions of property, plant and equipment. The
Group expects the capital expenditure for the whole financial year will be

approximately HK$160,000,000.

Income Tax
For the period ended 30 June 2013, income tax credit of the Group

approximately amounted to HK$9,625,000.

Inventory
The Group's inventory approximately amounted to HK$1,574,319,000 as of 30

June 2013.The inventory turnover period was 97 days.

Liquidity and Financial Resources

At 30 June 2013, the Group’s total assets amounted to approximately

HK$5,943,697,000. The key figures of financial position were as follows:

M5O EE (&)

BEABEX

BZE2013F6A30B 6B AR - SEEREN
22,553,0008 T A NI % - B R R E - EETE
HA 45 B BUF B WY B AR B X 49 43160,000,00038 7T ©

Frigs
HZE2013F68308 ILHIR @ ZFAEB AL
#9,625,00058 T ©

EE
E£EMN20135F6H30H 27 E 4 51,574,319,000/8
- BFERAEAEITX -

ESHRBERMEER
72013F6 8300 » £ B & & # {8 £95,943,697,000
BT MBRAMEEERMT :

At 30 June At 31 December

2013 2012

7"20135F6 308 2012812A31H

HKS$’000 HKS'000

FET FET

Non-current assets FREBEE 1,921,102 2,023,461
Current assets REEE 4,022,595 3,996,634
Total assets EERE 5,943,697 6,020,095
Current liabilities RENEE 2,533,481 2,532,214
Non-current liabilities FRBAE 198,001 308,101
Non-controlling interests FERER 156,682 170,058
Equity attributable to owners of the Company BAREE ABLRERS 3,055,533 3,009,722
Total liabilities and equity EENERER 5,943,697 6,020,095

The Group met its funding requirements in its usual course of operation
by cash flows from operations, as well as long-term and short-term bank
borrowings. Capital expenditure was mainly financed by long-term bank

borrowings and proceeds received from business disposals.
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FINANCIAL REVIEW (continued)

At 30 June 2013, the principal financial ratios were as follows:

e (&)

20136 H308 T EW KL RUT

Gearing ratio BREELR
Bank borrowings ratio RITEELL=R

RITHE AL R

Net bank borrowings ratio

At 30 June At 31 December

2013 2012
R2013F6H30H H20125F12A31H
0.91 0.95

0.42 0.51

0.10 0.09

At 30 June 2013, the total amount of short-term bank deposits, bank balances

and cash of the Group was approximately HK$948,842,000.

The reporting currency of the Group is Hong Kong dollars. The sales and the
purchase of raw materials of the Group are mainly denominated in Hong
Kong dollars, US dollars and RMB. Bank borrowings are also denominated in
Hong Kong dollars, US dollars and RMB and interests 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 RMB exposure. The fluctuations
in the US dollars and RMB have always been the concern of the Group. In
order to mitigate the foreign currency risk and interest rate risk, the Group
would enter into appropriate hedging arrangements in accordance with the

Group's risk management policies.

MA2013F6 A30R KB 2 EHIRITER  RITHE
FRIBEEEL5948,842,000/8 IT

FEBREEERBLT -EEZHERFRRE
LB RURARBRE RITEETLBT
ENRARBREN  NEETELUFHFIRTH -
o SEEERPEEEER WS RAREHM
EEZHNERR -SE-—HREIXTHARKE
R KRB RRENERFZAR SESRER
BREERRFEHSENE P2

EMPLOYEES AND EMOLUMENT POLICIES EERME BZE

At 30 June 2013, the Group had approximately 12,500 full time employees.

There is no significant change in the Group’s emolument policies.

MR2013F6A308  AEEEZBEEAZENSE
12,500 A M A S BB BRI | B Ko -

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

BE -HERBEEAQFzZ EHES

For the period under review, neither the Company nor any of its subsidiaries

purchased, sold or redeemed any of the Company’s listed securities.
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NP N
CORPORATE GOVERNANCE CODE ¥ &4 ~F I
Throughout the period from 1 January 2013 to 30 June 2013, the Company
has applied the principles of, and complied with, all the applicable code
provisions of Corporate Governance Code (the “Code”) as set out in Appendix
14 of the Rules Governing the Listing of Securities (the “Listing Rules”) on The

Stock Exchange of Hong Kong Limited (the “Stock Exchange”).
AUDIT COMMITTEEREVIEW EZZESEH

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 one
non-executive director and two independent non-executive directors of the
Company, and one of the independent non-executive directors acts as the
chairman of the Audit Committee. The Audit Committee has reviewed the
unaudited interim results of the Company for the six months ended 30 June

2013.
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