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GROUP PROFILE

About Fountain Set (Holdings) Limited

Fountain Set (Holdings) Limited and its subsidiaries are one of the world’s largest circular knitted fabric manufacturers,
providing vertically integrated operations in fabric knitting, dyeing, printing and finishing. In addition to its core business
of manufacturing and sale of knitted fabric which generates majority of the total revenue, the Group’s product range also
includes dyed yarns, sewing threads and garments. As a major knitted fabric supplier to garment manufacturers in over 40
countries that supply apparel products including sportswear, casual wear, sleep wear and inner wear to many internationally
renowned retailers and brands, Fountain Set’s worldwide sales reached HK$6.94 billion (US$892 million) in the year ended
31 December 2013.

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

Toronto, Ho Chi Minh City, Seoul, Shanghai and Singapore, and a global staff force of approximately 12,300.

Since June 2012, Chinatex Corporation has become the largest shareholder of Fountain Set (Holdings) Limited. Chinatex is
under direct administration of the State-Owned Assets Supervision and Administration Commission of the State Council of

the PRC and is one of the 500 largest enterprises in the PRC.

To learn more about Fountain Set, please visit www.fshl.com

To learn more about Chinatex, please visit www.chinatex.com
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION HHIBI B ERBHRE

|IBDO

TO THE BOARD OF DIRECTORS OF FOUNTAIN SET (HOLDINGS) LIMITED

(incorporated in Hong Kong with limited liability)

Introduction

We have reviewed the interim financial information set out on pages 3 to 30,
which comprises the condensed consolidated statement of financial position
of Fountain Set (Holdings) Limited (the “Company”) and its subsidiaries as of
30 June 2014 and the related condensed consolidated statement of profit
or loss and other comprehensive income, statement of changes in equity
and cash flows for the six months period then ended, and other explanatory
notes. The Main Board Listing Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited require the preparation of a
report on interim financial information to be in compliance with the relevant
provisions thereof and Hong Kong Accounting Standard 34 “Interim Financial
Reporting” (“HKAS 34") issued by the Hong Kong Institute of Certified
Public Accountants. The directors are responsible for the preparation and
presentation of this interim financial information in accordance with Hong
Kong Financial Reporting Standards. Our responsibility is to express a
conclusion on this interim financial information based on our review. This
report is made solely to you, as a body, in accordance with our agreed terms
of engagement, and for no other purpose. We do not assume responsibility

towards or accept liability to any other person for the contents of this report.

Scope of review

We conducted our review 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 Hong
Kong Institute of Certified Public Accountants. A review of interim financial
information consists of making enquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted
in accordance with Hong Kong Standards on Auditing and consequently
does not enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly, we do

not express an audit opinion.
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION HHIBI B ERBHHRE

Conclusion
Based on our review, nothing has come to our attention that causes us to
believe that the interim financial information is not prepared, in all material

respects, in accordance with HKAS 34.

BDO Limited

Certified Public Accountants

Hong Kong, 26 August 2014
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Fountain Set (Holdings) Limited Interim Report 2014

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FHGRSEEREMEERER

For the six months ended 30 June 2014 &{Z20144%6/530H 1-61E A5

Six months ended

BZT5 BAH.t6efEA
30 June 30 June
2014 2013
20145 20135
6H30H 6H30H
NOTES HK$'000 HKs'000
Bt FET FET
(unaudited) (unaudited)
(RBER) (REEX)

Revenue BT 3 3,367,926 3,317,989
Cost of sales SHEMA (3,039,950) (2,957,994)
Gross profit ER 327,976 359,995
Other income HAlg A 31,492 21,103
Other gains and losses Hiblw = R EE (29,604) 6,323
Distribution and selling expenses DEREEER (84,440) (86,444)
Administrative expenses THEA (203,578) (258,930)
Finance costs A& AR 4 (18,960) (17,119)
Net gain on disposal of subsidiaries HEMBARZFSRRZFE 19 4,694 -
Profit before taxation BRI AT AR 27,580 24,928
Income tax FRigH 5 (14,944) 9,625
Profit for the period =HE &R 6 12,636 34,553

Profit/(loss) for the period attributable to: EEEHERER, (BE)
Owners of the Company AARER A 14,383 31,160
Non-controlling interests FEERER (1,747) 3,393
12,636 34,553

HK cents ;&1 HK cents j& 1l

Earnings per share BREF 8
Basic and diluted EAREE 1.2 2.6
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

HRFEEERAME2EKER

For the six months ended 30 June 2014 &t Z2014%6/530H 1-618 H

Six months ended

BZT5 A8 L6 A
30 June 30 June
2014 2013
20145 20135
6H30H 6A30H
HKS’000 HKS'000
FHETT FET
(unaudited) (unaudited)
(REEX) (REER)
Profit for the period =HEAER 12,636 34,553
Items that will be reclassified to HEPESEH2ER
profit or loss in subsequent periods: BmzEE
Exchange differences arising on translation of BREBMEREEZ
foreign operations EHEZ (989) 18,226
Reclassification adjustment of B D B R E R A2
translation reserve upon disposal of a subsidiary B ERE (1,435) -
Other comprehensive (expenses)/income EHEEMEE (X)) k&S
for the period (2,424) 18,226
Total comprehensive income for the period EHEEERREE 10,212 52,779
Total comprehensive income/(expenses) EERHEEERE
for the period attributable to: (FX)#BE:
Owners of the Company RABEE A 12,714 47,512
Non-controlling interests FEERER (2,502) 5,267
10,212 52,779
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 30 June 2014 JR2014F6 5304

LS

BRI R

At At
30 June 31 December
2014 2013
12014 720135
6H30H 12A31H
NOTES HK$’000 HKS'000
K&t FET FET
(unaudited) (audited)
(REEZ) (BER)
Non-current assets FRBEE
Investment properties REYHE 37,696 33,800
Property, plant and equipment Y B REE 9 1,609,472 1,624,510
Prepaid lease payments — non-current portion FENHEERE - FERB G 106,066 107,784
Other intangible assets HitE\pEE 9 29,218 30,284
Investment in an associate BMENFZ2RE 16,204 -
Investment in life insurance policies AERBREZKRE 10 37,621 37,346
Deferred tax assets EEBBEE 29,472 34,043
1,865,749 1,867,767
Current assets REBEE
Inventories 7E8 11 1,449,070 1,636,772
Trade and bills receivables EEREBERIE 12 1,352,820 1,265,935
Prepayments, deposits and other receivables FENRIE - ZER
H fth FE R IE 12 145,928 191,146
Prepaid lease payments — current portion FEAHEERE - RBIBMH 2,610 2,610
Derivative financial instruments fTEemIA - 14,170
Tax recoverable a] Uk 2 %1 18 1,854 4,282
Short-term bank deposits EHIRTER 399,631 346,889
Bank balances and cash RITEBREES 699,251 803,074
4,051,164 4,264,878
Current liabilities REBAE
Trade and bills payables EERZEBEMNRIE 13 841,813 1,001,781
Other payables and accruals HihESRRIERESTER 13 296,425 339,799
Amounts due to non-controlling shareholders RIEZEBR IR RRIE 80,100 80,100
Deferred income - current portion B A —REN D 1,458 1,458
Derivative financial instruments fTESmIA 17,653 -
Tax payable ENERE 13,084 9,555
Bank and other borrowings — due within one year IRITREMEE-—FANEH 14 984,763 838,946
Bank overdrafts IRITES 2,179 -
2,237,475 2,271,639
Net current assets RBEEFE 1,813,689 1,993,239
Total assets less current liabilities EEAERRBERE 3,679,438 3,861,006
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION B4R & BB R K

As at 30 June 2014 2014565304

At At
30 June 31 December
2014 2013
12014 20135
6H30H 12H31H
NOTES HK$’000 HKS'000
i3 FETT FET
(unaudited) (audited)
(REBEXR) (BEZX)
Non-current liabilities FREBEME
Deferred income — non-current portion B A — SR BN ER 17 62,947 63,676
Bank and other borrowings — due after one year IRITREMEE - —FHRIE 14 364,484 516,598
Deferred tax liabilities EEFIEEE 6,977 2,085
434,408 582,359
Net assets EEFE 3,245,030 3,278,647
Capital and reserves EARRFE
Share capital [i&IN 15 862,211 240,609
Reserves A 15 2,244,617 2,876,611
Equity attributable to owners of the Company RATEE AELRER 3,106,828 3,117,220
Non-controlling interests TR ER 138,202 161,427

Total equity EREE 3,245,030 3,278,647
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES INEQUITY B4 ESRERETH K

For the six months ended 30 June 2014 #{Z2014%6/530H 1F618H

Attributable to owners of the Company

KRR AEE
Capital Share Non-
Share Share redemption Translation options  Statutory  Retained controlling Total
capital  premium reserve reserve reserve reserves profits Total interests equity
BE  RHEE EAEEHE EXRE BRERSE ieRf KRR BE FEREZ RBEAE
HKS 000 HKS 000 HKS 000 HKS 000 HKS 000 HKS 000 HKS 000 HKS 000 HKS 000 HKS 000
TET FET FET &z FET FET FAT TET TET TEx
At 1 January 2014 (audited) M014E1A1R (KER) 240609 621,392 210 (33,047) 13,586 80,179 2194291 3,117,220 161427 3278647
Exchange differences arising on BERNFBELCERER
translation of foreign operations - - - (234) - - - (234) (755) (989)
Reclassification adjustment of translation LENBLARERFEZ
reserve upon disposal of a subsidiary BN ERE - - - (1435) - - - (1435) - (1435)
Profit/loss) for the period REBEA/ (5B - = = - - -4 14383 (1747) 12636
Total comprehensive (expenses)/income REMLE (A% /WEEE
for the period = = = (1,669) = = 14,383 12714 (2,502) 10,212
Transfers upon abolition of REFEEDDRA
par value under the new Hong Kong BERRAEEZ
Companies Ordinance (note 75) B () 621,602 (621392) (210) - - - - - - -
Equity-settled share-based payments NEREEURAAERZ (R - - - - 955 - - 955 = 955
Dividend recognised as distribution ERIADRZRE - - - - - - (24,061) (24,061) - (24,061)
Transfer il - - - - - (19) 19 - - -
Dividends paid to non-controlling shareholders 2 {F 1% 8 F F2RBR - - - - - - - - (20723) (20723)
At30 June 2014 (unaudited) 2014567308 (REEHK) 862211 - - (34716) 14541 80160 2184632 3106828 138202 3245030
At 1 January 2013 (audited) R013E1R1R (KEH) 240,609 621,392 210 (49318) 13,663 43302 2,139,864 3,009,722 170,058 3,179,780
Exchange differences arising on RESNEBEEZERER
translation of foreign operations - - - 16,352 - - - 16,352 1874 18,226
Profit for the period =EEERAN - - - - - - 31,160 31,160 3,393 34,553
Total comprehensive income for the period ~~ 2HIE 2 ENHA(E - - - 16352 - - 31,160 47512 5,267 52,779
Equity-settled share-based payments reverse MBS EENRAAER 2
AREE - - - - (1,701) - - (1,701) - (1,701)
Dividends paid to non-controlling shareholders 2 {3t £ FF2RIRE - - - - - - - - (18,643) (18,643)
At 30 June 2013 (unaudited) R2013F6A308 (REHR) 240,609 621,392 210 (32,966) 11,962 43302 2,171,024 3,055,533 156,682 3212215
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

For the six months ended 30 June 2014 & 22014465 30H 1-618 5

Six months ended
BZT5 A8 L6 A
30 June 30 June
2014 2013
20145 2013%F
6H30H 6H30H
HK$’000 HKS'000
FETT FETT
(unaudited) (unaudited)
(REEZR) (REEZ)
Net cash from operating activities EEEEMEBZESEE 19,485 49,920
Net cash used in investing activities: REBEEFRAZREEFEE:
Purchase of property, plant and equipment BEYX HERRKE (93,061) (22,553)
Purchase of other intangible assets BEHMELEE (495) -
Deposits paid for acquisition of BEHMEILEEZD KRS
other intangible assets = (3,036)
Proceeds from disposal of subsidiaries HEMRB AR RERE 23,573 -
Other investing cash flows HtpECRERE 42,329 (14,504)
(27,654) (40,093)
Net cash used in financing activities: MEEBFAZREFEE:
New bank and other borrowings raised FESEZRITRAMEER 1,247,197 1,005,573
Repayment of bank and other borrowings EERTRHEMES (1,254,421) (1,275,594)
Dividends paid to non-controlling shareholders ERREFIHERRR (20,723) (18,643)
Other financing cash flows HtmEsRERE (16,963) (16,429)
(44,910) (305,093)
Net decrease in cash and cash equivalents B¢ RERBESEE WD FE (53,079) (295,266)
Cash and cash equivalents at beginning of the period A EHRBMBIFENRER
ZRRLHER 1,149,963 1,210,292
Effect on cash and cash equivalents exchange EXSHHRER
rate changes ZEREEBEBENTE (181) 861
Cash and cash equivalents at end of the period REEAEENEREER
£EERBELEBEE 1,096,703 915,887
ANALYSIS OF THE BALANCES OF CASH AND RERZEARSBEEERNIN:
CASH EQUIVALENTS:
Short-term bank deposits FHRITIER 399,631 174,286
Bank balances and cash IRITHEBREES 699,251 774,556
Bank overdrafts RITEX (2,179) (32,955)
1,096,703 915,887
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

R BAAR G M B R MY =t

For the six months ended 30 June 2014 &{Z20144%6/530H 1F61EH

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").

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 2014 are the same as those followed in the preparation of the

Group’s annual financial statements for the year ended 31 December 2013.

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 2014.

Amendments to HKFRS 10, Investment Entities

HKFRS 12 and HKAS 27 (2011)

Amendments to HKAS 32 Offsetting Financial Assets and Financial
Liabilities

Amendments to HKAS 36 Recoverable Amount Disclosures for
Non-Financial Assets

Amendments to HKAS 39 Novation of Derivatives and
Continuation of Hedge Accounting

HK(IFRIC) — Interpretation 21 Levies

The application of the above new and revised standards, amendments and
interpretations 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.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

AR S M B WK M (&)

For the six months ended 30 June 2014 & Z2014%6/530H 1-618 H

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.

HKFRS 9 Financial Instruments’
Amendments to HKFRS 9, Hedge Accounting’

HKFRS 7 and HKAS 39

Amendments to HKAS 19 (2011) Defined Benefit Plans: Employee
Contributions’
HKFRSs (Amendments) Annual Improvements 2010-2012 Cycle?

HKFRSs (Amendments) Annual Improvements 2010-2013 Cycle’

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

2 Effective for annual periods beginning, or transactions occurring, on or after
1 July 2014
7 No mandatory effective date yet determined but is available for early adoption

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, Viethnam and Macau). All of these
geographical areas are operating segments except “Others” which is an

aggregation of operating segments.

The following is an analysis of the Group's revenue and profit from the
production and sales of dyed fabrics, sewing threads, yarns and garments and

results by reportable segment for the period under review.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
EREE M B RERME (F)

For the six months ended 30 June 2014 &{Z20144%6530H 1-61E A5

3. REVENUE AND SEGMENT INFORMATION (continued) 3. BEERIEES(E)
Six months ended 30 June 2014 #£20145F6H30H LL6f8 A
Hong Kong The PRC Taiwan Korea  Srilanka America Europe Others Segmenttotal Eliminations Consolidated

B HE a BE  FEET =il B RHBE  AE4E b &8
HKSO00  HKSO0O  HKSOOD  HKSOO0  HKSUOO  HKSOOD  HKSOOO  HKS©UOO  HKSOOD  HKS0OO  HKS©OO
fEr  TEx  TExr  FEx  TEx  TEx  TEx  TEx  TEi  TEx 77

REVENUE E5E
External sales HMEE 759994 591,413 399,621 571,732 309875 229517 65614 440,160 3,367,926 - 336792
Inter-segment sales (note) PEBHE (Hit) 2560472 1,296,606 - - 148,809 61,027 - 105081 4,171,995  (4,171,995) -
Total segment revenue PEEEELE 3320466 1,888,019 399,621 571,732 458,684 290,544 65614 545241 7,539,921  (4171,995) 3,367,926
RESULTS £
Segment profit AREA 60,860 33,707 33,306 47,819 11,538 14,171 5,466 35,635 242,502
Interest income FEKA 8,590
Unallocated income FABRRA 1473
Unallocated expenses RABZH (210,719)
Finance costs BENK (18,960)
Net gain on disposal of subsidiaries HEMBARZ

EREFE 4,694
Profit before taxation BE AR 27,580
Six months ended 30 June 2013 B ZE2013F6H308 L6f@ A

Hong Kong The PRC Taiwan Korea  Srilanka America Europe Others Segment total Eliminations Consolidated
E) TE )| BE  HERTF EM B EEBE  AESE e &8
HKSO0D  HKSOOD  HKSOOD  HKSOOD  HKSOOD  MKSOOD  HKSOOD  HKSOOD  HKSUOD  HKSOOD  HKSUOD
FEr TEr TEr TEr FEr FEr FEr FEr TEr FEr FEr

REVENUE EXE
External sales HIMEE 751,609 51349 421,954 517,976 405458 194022 118024 395450 3317.989 - 3317989
Inter-segment sales (1ote) PEBEE (W) 2493213 1490683 - - 310756 36610 - 79773 4411035 (4411035 -
Total segment revenue PEEEBARE 324482 2004179 421,954 517,976 716214 230632 118024 4523 779004 (4411035) 3317989
RESULTS E
Segment profit AEEA 66,999 46,144 44,39 54,462 23931 10,099 12463 38519 297011
Interest income FIBBA 3343
Unallocated income L ON 20576
Unallocated expenses FABXMH (278,883)
Finance costs HERK (17,119)
Profit before taxation BREFRA 24928
Note: Inter-segment sales are charged at prices with reference to the prevailing market M PEBEECZERDSRERZTSEEMEE -

rates.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
AR E M B RRME (&)

For the six months ended 30 June 2014 & Z2014%6/530H 1-618 H

3.  REVENUE AND SEGMENT INFORMATION (continued) 3. BEXERSEER (#)

Segment profit represents the profit earned by each segment without DPEBADESERMRRNWAF &It &5t
allocation of central administration costs and other expenses (including ARRITEEAREMER (BEFEEEEZ
non-production related employee benefits expense, directors’ emoluments, EEREAXH EE=ME RTERS) FEK
bank charges, etc.), depreciation and amortisation, interest income, gain on B FEWRA HEMHE HBEREBEZWE
disposal of property, plant and equipment, net gain or loss from derivative MTEemMIAZREREBEFE BERSTRE
financial instruments, finance costs, net gain on disposal of subsidiaries, etc. EMBARIZBREFRES I AERD K
This is the measure reported to the board of directors of the Company for the FEMFAMEARAREEGERZEE -

purposes of resource allocation and performance assessment.

4.  FINANCE COSTS 4. BERK
Six months ended
BET5 BH.t6fEA
30 June 30 June
2014 2013
20145 20134
6H30H 6H30H
HK$’000 HKS'000
FET FET
Finance costs on: LB R AN
Bank and other borrowings wholly repayable BRAEFREZEEEZEZ

within five years IRITRHEMEE 18,960 17,119




/N Fountain Set (Holdings) Limited Interim Report 2014

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
EREE M B RERME (F)

For the six months ended 30 June 2014 &{Z20144%6530H 1-61E A5

5.  INCOME TAX 5. FR8®
Six months ended
BZET3 AH6eEA
30 June 30 June
2014 2013
20145 20135
6H30H 6H30H
HK$s’000 HKS'000
FET FET
Current tax: =HBBE:
Hong Kong &E - 366
The PRC H 4,890 7,635
Other jurisdictions Hih A E 1,312 1,193
6,202 9,194
Over provision in prior years: BEFEHBERE:
Hong Kong & - (25)
The PRC P (603) (174)
Other jurisdictions Hih 5 E it E (115) (281)
(718) (480)
Over provision for the total tax undercharged in BEFEDNHREAEEBERE
previous years - (8,040)
Deferred tax: IEIERIE
Hong Kong & 7 -
The PRC H 5,131 (10,493)
Other jurisdictions Hih B8 A i E 4,322 194
9,460 (10,299)

14,944 (9,625)
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For the six months ended 30 June 2014 & Z2014%6/530H 1-618 H

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%.

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.

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.

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.

5. FiE® (&)
FARANEH M ESE 2 A ERF AT
16.5%3%1 & o

RIBHEREREHE ([RERERE]) REE
FREBUEBRIRS PEIME QR ZHERH25% o

REFNEBFERZEERER AR QT — M
BRARMEEZERANJER T EMFEH
HZE2014F48 B1E-

R R B2 BERNARE B LB
PLESTE B

R20085F 28  BERBBER ([RE/IBMEQF
REWBARHE2001/02REBZRHFEET—
H R 1§ BT E © 200853 A ~ 200953 A 201053
B 2011528 2012F 1A AR 2012528 » BB
$2001/02 + 2002/03 ~ 2003/04 * 2004/05 ~ 2005/06
2005/06% R F E 2 5l 8 H & $£14,352,00078
T ~ 19,844,00078 7T * 18,390,000 T  62,834,00058
7T ~35,019,0007% 7T & 12,343,000 ;T £ 88 Z (5148
IFEREA ([MREEFS ) FALRRADRE
FHEBATE

$12003/043R B 5F B 2 fR BE M 5EFL & $£18,390,000
BTZEE BRMRAREMTH 554,375,000
BROBBRFAATR—BEENBEARNELRLE
F—EBHIMELRNREETIR 22BN
fEETEERL o B2004/05R B FE 2 REM TR &
62,834,000/ T2 £ 5 EPWRREM TR S
2,266,0007% 7T K 23,194,00078 7T 5 Bl % F A~ A 7
R—EEENBLARTERE T LIUSHHMELQ
ARV RRE M R 2 228 I £ 51 RER © $£2005/06
RRFEZREMETHR S 1473620008 T2 &
BB MRREMETTH £ %61,687,0008 T K
15,985,000 T Bl FAARR—BEERBEA
RANRERET LMEINHE D RN REETR 2
REAWMEFHES -
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5. INCOME TAX (continued)

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
finalise 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

ended 30 June 2013.

5. Fi8% (&)

MUBEBREEFHESRERE > 2001/02%
2002/03RMFE2 S ECEBHREES
fM2003/04 ~ 2004/05%2005/06% R M FE 2 & 88
B2 517A2010F58 ~2011F48 K2012F38 B E
1,600,00078 JT + 23,000,0007%8 7T & 10,000,00078 7T 2
B 5 A

BZE2013F6A308 LHIA AEEC QKK FHR
R2EEREFNNBREZRSE  UERTRAE
E2001/02E2011/1 2R B FENRBEERBB
BE KRR AEERLENEREERBZ
[ 22001/0222011/12R R FE D KRB H AN
33,000,000/ T - REMNHEERERBHEREH
#%39,300,000/8 7T (SR [HABFK])  MAER
SR LR F E B E S $£34,600,00058 7T 2 B
FoREI  NEBC EE R F UIKE B2 EH
FoWNRESEMNATHD - HRBZE20115F88
31H L F E B 1F H 3 5 8 4541,000,00058 7T » A&
EREZE2013F6830R HEIMB LA A KT A
BIBBEERE-
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For the six months ended 30 June 2014 & Z2014%6/530H 1-618 H

6.  PROFIT FOR THE PERIOD 6. =EHEEF
Six months ended
BZT5 A8 L6 A
30 June 30 June
2014 2013
20145 201345
6A30H 6H30H
HK$’000 HKS'000
FET FET
Profit for the period has been arrived =HBEAER
at after charging: 2R THEE:
Amortisation of other intangible assets Hith B EE 28 1,561 -
Release of prepaid lease payments FEAEEREED 1,305 1,304
Depreciation of investment properties REWMEZITE 925 55
Depreciation of property, plant and equipment VI HEERBEZITE 100,687 139,688
Net exchange losses * & 5 e 8 FEr - 12,950
Net loss from derivative financial instruments * TEERIAZEEFE 33,190 -
Employee benefits expense EERANZ L (BEESHE)
(including directors’ emoluments) 462,435 459,151
and after crediting: REFATIEIE:
Gain on disposal of property, plant and equipment *  HEY) % - S KRB 2 84 424
Interest income * F B U A * 8,590 3,343
Net rental income from investment properties * BREYE MBS WA FE 2,779 1,078
Net exchange gain * & 5 = F A 3,502 -
Net gain from derivative financial instruments * FTHESRMI Az KR FE - 18,849
* Included in other income * BEEEMBAR

# Included in other gains and losses # EBEEEMRERERR
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7. DIVIDENDS 7. BRE
Six months ended
BZET3 AH6eEA
30 June 30 June
2014 2013
20145 20135
6H30H 6A30H
HK$s’000 HKS'000
FET FET
Dividend recognised as distribution 2HECRAADIRZEE:
during the period:
2013 final dividend of HK2 cents 2013 REAR B8 2384l
(2012 final dividend: Nil) per share Q0NFEREKRE =) 24,061 -
No interim dividend in respect of the six months ended 30 June 2014 has AR EEWEEZRRTE E2014F68308 1E
been proposed by the directors of the Company (Six months ended 30 June 6ffl B 2R HARR B (B £20135F 68300 LL6f@ A :
2013: Nil). F)o
The final dividend of HK2 cents per share in respect of the year ended 31 HZE20B3FNRANALFEZRERESR2E
December 2013, amounting to approximately HK$24,061,000 (2012 final il » & 3£ 4924,061,0008 7T (201 2F KRB E - F)
dividend: Nil) in total, has been approved in the annual general meeting and ERBREFAE LEHE WERFEESZ(-

paid after interim period.
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8. EARNINGS PER SHARE
The calculation of the basic earnings and diluted earnings per share

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

8. HBREAEA
AATFEEAEGERERBIREERR IR
BTHSEBTE:

Six months ended
BETJAHL6EA
30 June 30 June
2014 2013
20145 2013%F
6H30H 6A30H
HK$’000 HKS'000
FHET FET
Earnings A
Profit for the period attributable to owners of BAEESRERENR
the Company for the purposes of BEAENFTAZAATEEA
basic earnings and diluted earnings per share L —RHEZF 14,383 31,160
Six months ended
BET5BH 6@ A
30 June 30 June
2014 2013
20145 2013F
6A30H 6H30H
Number of shares R#&HEE
Number of ordinary shares for the purposes of BAEESRERENR
basic earnings and diluted earnings per share BERANACESBREE 1,203,046,960 1,203,046,960

The computation of diluted earnings per share for the six months ended 30
June 2014 and 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.

MRS BE T EREBR [ EREFIFE
RAR S RITEBEREZ CAZRITEES ARG
RREHABEZFEHE Bt EEZE2014F6H30
B X201356H308 6@ A iR 2 BREERT
RIERBRZEBRECETE:
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9. MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT AND OTHER
INTANGIBLE ASSETS

The Group incurred expenditure of HK$93,556,000 during the six-months

ended 30 June 2014 (six months ended 30 June 2013: HK$22,553,000) on

property, plant and equipment and other intangible assets 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).

9. ME KERRBURHMBETLEEZLH

REBREE2014F6A308 L6l A BIEAR
RSB ZEERBMNARYE HERBE
LUK Eofth B2 & 7 1Y B X 5393,556,00058 T (B &
201356 4300 LE61E B 122,553,000/ 7T) °

10. ASRBREZRE

RBEARE AREEERERBARTIEHN

EHEEASRBRE RAEAEEETEEZE
EEEBREZENBERR RRSBEEHOA
18,800,0003 7t (1B 74 49145,800,000/ 7T) © 1RI%
ZEEHN ZTRARREFBEAR/EDT - KRAF
RiBEFMBE ZJFE{FKIE36,178,000/8 T - & A
RN RERRED BAEENITHE BERERERS
BEFNKR - REQARSAARBERFEEEH
BHEREZFEQAQXTERME (BFERER
B) AEER2ETEHEMN20125F12870 K2013
FSHHRE AEBEEESIRAERAEM
FEHE-

11. INVENTORIES 1. &
At At
30 June 31 December
2014 2013
20145 20135
6H30H 12A31H
HK$’000 HKS'000
FET FET
Spare parts B 69,045 70,657
Raw materials FER 640,690 829,755
Work in progress ¥Em 350,085 334,255
Finished goods BURR 389,250 402,105

1,449,070 1,636,772
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12. TRADE AND BILLS RECEIVABLES/PREPAYMENTS, DEPOSITS AND 12. BEREREKFE FEARE REeRH
OTHER RECEIVABLES it BE W R IE
The Group allows a credit period ranging from 30 days to 60 days to its trade AEERHEERBOAZORBHTHEEEF-
customers. The following is an aging analysis of trade and bills receivables EEREBERBREREASHRIGE (KRR
based on the payment due date net of allowance for doubtful debts: IREBHE) WERIR DT ¢
At At
30 June 31 December
2014 2013
20145 20135
6H30H 12A31H
HK$’000 HKS'000
FET FET
Not yet due REIHER 959,420 838,616
Overdue 1 - 30 days B30k 215,262 214,253
Overdue 31 - 60 days BHA31-60K 42,223 101,191
Overdue > 60 days BB iBEe0X 135,915 111,875
1,352,820 1,265,935
Other receivables as at 30 June 2014 represented value-added tax 7R2014F6A300 - Hfth EEUKIE T IE T U B35 {E
recoverable of HK$37,368,000 (31 December 2013: HK$36,816,000) and #37,368,0007% st (20135124311 : 36,816,000/
prepayments, deposits and other receivables of HK$108,560,000 (31 7U) RFEMRIE - 12 E R E M FE U R 1E 108,560,000
December 2013: HK$154,330,000). 77t (20135128311 154,330,000/ 7T ) ©
13. TRADE AND BILLS PAYABLES/OTHER PAYABLES AND ACCRUALS 13. EERFEENTE HMESRERET
=3z
At At
30 June 31 December
2014 2013
20145 120135
6H30H 12A31H
HK$’000 HKS000
FET FExT
Trade payables EEESRIE 606,801 515,406
Bills payables SEEMARIEA 235,012 486,375

841,813 1,001,781
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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. EXRFEBECIEHMABSRERER
BH (%)
EERMNIERNREP A ZREDTOT

due date:
At At
30 June 31 December
2014 2013
R20145 20135
6A30H 12A31H
HKS$’000 HKS'000
FET FET
Not yet due REIH 492,142 458,408
Overdue 1 - 30 days BH1-30K 90,719 42,833
Overdue 31 - 60 days HIHA31-60K 12,007 6,450
Overdue > 60 days BB B0 R 11,933 7,715
606,801 515,406

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 2014 represented other payables
of HK$120,555,000 (31 December 2013: HK$123,971,000) and accruals of
HK$175,870,000 (31 December 2013: HK$215,828,000).

14. BANK AND OTHER BORROWINGS

During the current interim period, the Group obtained new bank and
other borrowings of HK$1,247,197,000 (Six months ended 30 June 2013:
HK$1,005,573,000) and made repayments of HK$1,254,421,000 (Six months
ended 30 June 2013: HK$1,275,594,000). These bank borrowings obtained
and repaid are mainly denominated in Hong Kong dollar and US dollar.
The bank borrowings raised were mainly used to repay the existing bank

borrowings or as working capital of the Group.

REBEEHL AEE2MERBERIHKIRGRE

R2014F6A30R Hit B REREH B RIS
H i FE {4 7K 18120,555,00058 7T (2013812431
H :123,971,0007% 7T ) & FE 5T & F175,870,0007 7T
(20135128310 : 215,828,000/ T ) °

14. RITREMEER

RAGHEE AEENESHBRITREAMEE
1,247,197,0008 7t (B Z£20135F6 5300 L6 A :
1,005,573,0007% 7T ) & 2 1€ #81,254,421,0007% JT
(B Z£2013F6H30H LL61E A : 1,275,594,0008
7)) ZEEHEBREEEZRITEETEUET
RERHBE -FESZRITEEDTEZREEER
BRENRITEESAEAEEZRBES -
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14. BANK AND OTHER BORROWINGS (continued)

The borrowings mainly carry floating interest at the weighted average
effective interest rate of 2.46% (31 December 2013: 2.54%) per annum and
are repayable by installments over a period from one to three years. Except
for borrowings of HK$68,272,000 (31 December 2013: HK$88,278,000) which
are secured by certain life insurance policies as detailed in note 10, all other

borrowings are unsecured.

15. CAPITAL AND RESERVES

(a) Share Capital

As at 31 December 2013, 1,400,000,000 ordinary shares, with par value
of HKS$0.20 each were authorised for issue. Under the new Hong Kong
Companies Ordinance (Cap. 622), which commenced operation on 3 March
2014, the concepts of “authorised share capital” and “par value” no longer
exist. As part of the transition to the no-par value regime, the amounts
standing to the credit of the share premium account and the capital
redemption reserve on 3 March 2014 have become part of the company’s
share capital, under the transitional provisions set out in section 37 of
Schedule 11 to the new Hong Kong Companies Ordinance (Cap. 622). These
changes do not have an impact on the number of shares in issue or the

relative entitlement of any of the members.

Movements of the Company's ordinary shares are set out below:

14. RITREMES ()

FRBEEZERF R UME LI ERFFIZE2.46%
(2013124310 : 2.54%) 5t BRI 2 - L BERN F
1FE3F RS BREE - R0 LS
TAERBIRERR 2 EE68,272,000/ T (2013
128310 : 88,278,000/ 7T ) 5 FiEEAMEES
RHEIEAR

15. EXRRE

(@ B

720135128318 » 1,400,000,0008% & A% F {80.20
BT ERRERERIT -RIEN2014F383H
BRIRE R 2 BB QAR ($F6228) - [TEER
AR HEI 2B FBEFE - ABREEEEE
FIE - R2014F3A3ARMEERESEE R E
2B SRIBHEBQARRD (F622F) M
RNE7IRAB 2 BEEEREREDRRAZ
—Hoe LM SBHEBITROBEIEMRR
ZHEHRERI B -

AAFZEBERSHHINT

At 30 June 2014 At 31 December 2013
201456 A30F R2013512A318
No. of shares HK$000 No. of shares HKS000
ROHA FET ROEHA FET
Ordinary shares, issued and fully paid: EBR CERTRAERA:
At 1 January WiA1R 1,203,046,960 240,609 1,203,046,960 240,609
Transfer from share premium and capital RIER2014F3A38E M2
redemption reserve upon abolition of HEBL GG RERRH
par value under the new Hong Kong Companies T {EH R REK
Ordinance effective on 3 March 2014 ERBEERE AR - 621,602 - -
At 30 June/31 December R6A308, 128318 1,203,046,960 862,211 1203046960 240,609
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15. CAPITAL AND RESERVES (continued) 15. EAXRRHE (&)

(b) Share premium and capital redemption reserves (b) BB RERELAEEHFE

Prior to 3 March 2014, the application of the share premium account and R2014F3 83051 RIGERERERHE 2
the capital redemption reserve was governed by sections 48B and 49H AR RIZ R EE R EMRE (532F) H48BIR R 5
respectively of the predecessor Hong Kong Companies Ordinance (Cap. AHIRFTEEE < IRIBFNE B A BRI (5F622F) Mt
32). In accordance with the transitional provisions set out in section 37 of FRNEIVRPAE 2 BB MR R2014F3A3H
Schedule 11 to the new Hong Kong Companies Ordinance (Cap. 622), on ROOGEEREAEORBEZETHRBECHB/ED
3 March 2014 any amount outstanding to the credit of the share premium AIRAz—& 2 (B2EMEE15@)) - 20145383
account and the capital redemption reserve has become part of the A BRAZERZHEER QAR (55622F)
company’s share capital (see note 15(a)). The use of share capital as from 3 FREEE -

March 2014 is governed by the new Hong Kong Companies Ordinance (Cap.

622).
16. CAPITAL COMMITMENTS 16. BEAERE
At At
30 June 31 December
2014 2013
20145 720135
6H30H 12H318
HKs’000 HKS'000
FET FET
Capital expenditure contracted for EENERERERSHBHERE
but not provided in the condensed consolidated REELEBEZERBEX:
financial statements in respect of:
- acquisition of property, plant and equipment —BEYE HEREHE 53,114 86,950
- additions to intangible assets - hBRLEE 385 14,909
53,499 101,859
Capital expenditure authorised EHEERENNERESL:
but not contracted for in respect of:
— acquisition of property, plant and equipment —-BEYE HEREE 86,232 122,418
- additions to intangible assets -nEBFEE - 314

86,232 122,732
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17. SHARE-BASED PAYMENT TRANSACTIONS

The 2002 Scheme

The Company has a share option scheme (the “2002 Scheme”), which was
adopted by the Company at the extraordinary general meeting held on 25
January 2002 and early terminated on 20 January 2011. The primary purpose
of the 2002 Scheme is to provide the Company with a flexible mean of giving
incentives to, rewarding, remunerating, compensating and/or providing
benefits to the employees and for such other purposes as the board of

directors of the Company may approve from time to time.

The 2011 Scheme

On 20 January 2011, the Company adopted a new share option scheme (the
“2011 Scheme”) pursuant to a resolution passed at the extraordinary general
meeting held on the same date. The 2011 Scheme will expire on 20 January

2021.

The terms and conditions of the 2011 Scheme are basically the same as those
of the 2002 Scheme except that the eligible participants of the 2011 Scheme
include, among others, directors and full-time or part-time employees
whereas the eligible participants of the 2002 Scheme cover only directors and

full-time employees.

17. UBRBRERZARKS

2002F 5 &l

RAFEE —EBREE ([20025F5811) - T3
HAATR2002F1A2sHRT2RREIAE L
B4R 74201151 20 B 1R AT LE © 20026 5T 2/
FTEAMNABEAARAIOEEATHE RE W
B ER RREREARAELDAESE NG
HENEMBENMSRHE—EETLR -

201155+ &
R2011F18208 A ARRBERE BETZRR
BRAAS BB —EREREMN—BNERE
ST & (2011 51 811) © 2011 5T 84§ 14202151
H208 B °

2011 58I 2 R R AR SRR | 820025 5 8148
B H20NFHEZEERSHEGSRE (HFE
BESRE2HIFRBES  M2002F828E
KSHEEEAEESREBES-
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17. SHARE-BASED PAYMENT TRANSACTIONS (continued) 17. URHBERZARRS (F)
The following table discloses movements of the Company’s share options TRIFEAQ T AR ERIE2002F 512 %2011
granted under the 2002 Scheme and the 2011 Scheme during the period. FECREBREZEEHBER -
Outstanding Forfeited Outstanding
at 1 January during at 30 June
Scheme Date of grant Exercise price 2014 the period 2014
R2014% #2014
1818 6A30H
HE REBH TEE tef R AT 6 HRERK e R AT B
Category 1: Directors 2002 17 September 2010 HK$1.29 4,600,000 - 4,600,000
1R B2 2002%F 201069R17A 12987
20M 18 August 2011 HKS$1.21 6,600,000 - 6,600,000
2011F 201158 18A 12187
11,200,000 - 11,200,000
Category 2: Employees 2002 17 September 2010 HK$1.29 4,600,000 - 4,600,000
#2588 2002%F 201069R17H 12987
201 18 May 2011 HK$1.91 2,448,000 (204,000) 2,244,000
20115 201155818R 19187
201 18 August 2011 HKS$1.21 8,300,000 (750,000) 7,550,000
20115 2011458A18R 12187
15,348,000 (954,000) 14,394,000
Two categories MERE 26,548,000 (954,000) 25,594,000
Exercisable at the end of R &R
the period AFIE 8,846,000 11,768,000
Further details of the exercisable period of the options granted are set out in FHCEEBRECTEHEZE—SHEBCH
the 2013 annual report. MA2013F FRA ©
The Group recognised the total expense of HK$955,000 (Six months ended AEERAFHHEERAQA AR B ZBRER
30 June 2013: net reversal of HK$1,701,000) for the current interim period in 2 #8B8 3£955,00078 7T (B £2013F6H30H 1-6{E

relation to share options granted by the Company. B F#E1,701,0008 7T) ©
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

AR S M WK M (F)

For the six months ended 30 June 2014 & Z2014%6/530H 1-618 H

18. FINANCIAL INSTRUMENTS

Fair value

(i) Financial instruments not measured at fair value

Financial instruments not measured at fair value include cash and cash
equivalents, trade and bills receivables, other receivables, amounts due from/
to subsidiaries, trade and bills payables, other payables, amounts due to non-
controlling shareholders, bank overdrafts, financial guarantees issued and

bank and other borrowings.

Due to their short term nature, the carrying value of cash and cash
equivalents, trade and bills receivables, other receivables, trade and bills

payables, other payables and bank overdrafts approximates fair value.

The directors consider that the carrying amounts of the Group's financial
instruments carried at cost or amortised cost are not materially different from
their fair values except for derivative financial instruments and investment in

life insurance policies.

(ii) Financial instruments measured at fair value

Fair value hierarchy

The following table presents the fair value of the Group's financial
instruments measured at the end of the reporting period on a recurring
basis, categorised into the three-level fair value hierarchy as defined in HKFRS
13, Fair value measurement. The level into which a fair value measurement
is classified and is determined with reference to the observability and

significance of the inputs used in the valuation technique as follows:

. Level 1 valuations: Fair value measured using only Level 1 inputs i.e.
unadjusted quoted prices in active markets for identical assets or

liabilities at the measurement date.

Level 2 valuations: Fair value measured using Level 2 inputs i.e.
observable inputs which fail to meet Level 1, and not using significant
unobservable inputs. Unobservable inputs are inputs for which market

data are not available.

Level 3 valuations: Fair value measured using significant unobservable

inputs.

18. @I A

DR EE

() YEFUATFEEHEZEE@MIA
WHAAFEEFEZEHMIAGRERERER
REER - EXREBEWFE - HERRIE -
MBARRR XHBLARARE EEREIEE
TFRIE - H A FRE - RIFERRRFIE ~ $R1T
BEX CRENMBERURRITRAMMES -

HRBERME RERERREEE EEXRE
BREWHE - EttEWRIE - B X R EB RN
B HMENREARRITEXHWRAEREAF
BEERE-

EERARTEESRTEAENMASRBREZRE
Sy REBREARBERATENESHBMTAN
REEENENAFEELRERNER -

(i) UAPEEFEZERIA

RFPIEEZEE
TREJNEEEHEERBSHRTENEIER
ERMTANAFEE URFBUBRELENSE
BRIAFEEFEIAREIRAFEEER
DE-RVEEERAN I EREEDRBEMEER
MAAERBASBNITBEERERMEL &
BT

- BIRMLEAFEEEERFSIRBAZEH
TR AEEEEREERFERMEERE
ISR REARRE -

FoRMEE A FEEDERAZ2RBAZH
FENTAHEFREENTERAAS
¥ BEFEERTITBENERBASH-
THBEEHASBAAETSBETESE
#o

EIMMAEE: DFEENEAERNTTBER
ASHitE-
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

ARG E M B RmRME (&)

For the six months ended 30 June 2014 &{Z201446/530H 1-61E A5

18. FINANCIAL INSTRUMENTS (continued)

Fair value (continued)

(ii)  Financial instruments measured at fair value (continued)

Fair value hierarchy (continued)

At the end of the reporting period, all of the Group's investment in life
insurance policies and derivative financial instruments are grouped into

Level 2 category.
There were no transfers between the three Levels during both periods.

Valuation techniques and inputs used in Level 2 fair value measurements
The fair value of derivative financial instruments are calculated using
generally accepted pricing models based on quoted forward exchange rates
and discounted cash flow analysis based on the applicable yield curves of

interest rates provided by counterparty financial institutions.

The fair value of investment in life insurance policies is determined based on

account value as stated in cash surrender value statement issued by insurers.

19. DISPOSAL OF SUBSIDIARIES

During the current interim period, the Group sold its 70% equity interests
in REMEKFEEPR D T to an independent third party, at an aggregate
consideration of RMB18,858,000 (equivalent to HK$23,743,000). In addition,
the Group sold its 100% equity interests in Cadicol Management Consultants
Limited to Mr. HA Kam On, Victor (Executive Director of the Company), at an

aggregate consideration of HK$1,673,000.

REMUEKISHEFR 2 7] is engaged in construction and managing of sewage
treatment plant and Cadicol Management Consultants Limited continues to

hold a corporate club debenture.

18. €@ IA (&)

DNREE (&)

(i) ARAFEEFEZEHMIA (&)

N FEERE (E)

RBEBRL AEEREAESRBREZRER
TESRIAEYREREHRH -

T 1 50 8 9 36 2 A 3B AR B iz A Hh e 3 o

F2R AT EEHBFEAOEEREHRBASY
FAESBIANATEENZAREEES ¥
TRIRY T 5 B RS8P 6 O S R IR L 4R
B AR R EE N R RS RE S
AT 5 o

RABRBRAREZRENDFEEDRERRD
AMBERNRERSEERMIINKRFEETH -

19. HEMEAR

RAFREHRE  REBHEENREREKEER
AR ZIONBREFIEBUE=F BREABAR
#£18,858,0007T (#8525 7423,743,00078 7T ) ° k4
R E&E B H & E R Cadicol Management Consultants
Limited 2 100%R B FEIMZ 4L (KD RHTE
£)  #BREH1,673,00058 T

REMRBEKBEERARNMRESKEERNERR
E ¥ » M Cadicol Management Consultants Limited

FESELXERES-
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
R e MBRRME (&)

For the six months ended 30 June 2014 & Z2014%6/530H 1-618 H

19. HEKELR (&)
The net assets of these disposed subsidiaries and effects on cash flows of the ZECHEZHBARRESELHERNZEEF
BERHEAEERESRECHFENT

19. DISPOSAL OF SUBSIDIARIES (continued)

Group at the respective dates of disposal were as follows:

Cadicol Six months ended
Management BETYAMI6EA
Consultants ~ REMUEAHE  30June2014 30 June 2013
Limited BRAT  201456A308  2013F6H30H
HKS 000 HKS000 HKS$000 HKS000
FET FE TER FEL
Cash consideration BeRE 1,673 23,743 25,416 -
Analysis of assets and liabilities over HEXEEREZ
which control was lost: BERBEZAN:
Bank balances and cash RTERRES - 1,843 1,843 -
Trade and other receivables EERHMEWRFIE 195 48,788 48,983 -
Trade and other payables EERHEMENTE - (12,465) (12,465) -
Net assets disposed of FHECEERE 195 38,166 38,361 -
Net gain on disposal of subsidiaries: HEMBARZABRETFE:
Consideration RE 1673 23,743 25,416 -
Net assets disposed of FrHECEERA (195) (38,166) (38,361) -
Fair value of 30% interest retained FriRE30% 5 2 A FEE - 16,204 16,204 -
Translation reserve released REE L GHE - 1435 1,435 -
1,478 3,216 4,694 -
Net cash inflow arising on disposal: HEBREENRERAFR:
Cash consideration HeNRE 1673 23,743 25,416 -
Less: bank balances and cash disposed of BHENRITESRRS - (1,843) (1,843) -
1,673 21,900 23,573 -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

ARG E M B RR M (&)

For the six months ended 30 June 2014 &{Z20144%6530H 1F61EH

20. RELATED PARTY DISCLOSURES
(a) Related party balance
Details of the Group’s transaction and outstanding balances with related

parties are set out in note 19 and as follows respectively:

20. BHBALTHEE
(a) BAEEANTHIEER

REBRBEBRATHRE RESRFHERINKE

193¢ 7 I HI R0

At At
30 June 31 December
2014 2013
R2014F 20135
6H30H 12A31H
HKS$000 HKS'000
FET FET
Amounts due to non-controlling shareholders RIFEZER R RFRIE 80,100 80,100
The amounts are unsecured, interest-free and repayable on demand. EFEMEABRER REREEZREE-
(b) Compensation of key management personnel (b) TEEBAESNHE
The remuneration of directors and key management during the period is as EHEEERFTEEEAEBNFMOT
follows:
Six months ended
BZT5 AHLeEA
30 June 30 June
2014 2013
R20145 #2013
6H30H 12A31H
HKs’000 HKS'000
FET FET
Short-term benefits EHEIEA 6,888 4,275
Post-employment benefits BEEREEF 51 236
Equity-settled share-based payments UREREEUROAER ZAR 439 608
7,378 5,119
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

ARG E M RR M (F)

For the six months ended 30 June 2014 & Z2014%6/530H 1-618 H

20. RELATED PARTY DISCLOSURES (continued)

(c) Transactions with other state-owned entities in the PRC

The Group operates in an economic environment currently predominated
by enterprises directly or indirectly owned, jointly controlled or significantly
influenced by the PRC government (collectively the “state-owned entities”).
The Company’s directors consider that state-owned entities are independent
third parties so far as the Group’s business transactions with them are

concerned.

During the period, the Group had transactions with other state-owned
entities including, but not limited to, the sales of finished goods, purchases of

raw materials/utilities and transactions with state-owned banks.

The sales of finished goods and purchase of raw materials/utilities to
these state-owned entities are individually not significant. In addition,
approximately 54% and 46% (31 December 2013: 48% and 39% respectively)
of the Group’s bank balances (including short-term bank deposits) and

borrowings are placed/arranged with state-owned banks as at 30 June 2014.

20. BBALTHEE (&)

(0 HEEMTEBEEERETHNXRS
AEEREMENKERZREEZH P EBUF
BEENBERES HEESRATHETEEAR
EHIMER (AR BFER) EE - AQFES
RAE ESEHAKSEETHERINEEER
YEBIYE=F-

RER AEEBREABEEERETRS B85
BRRAHERR M BEFRE,KE - UKRER
BERITEANRZS -

NZEEFERHEERNRRBERY KEW
BRI B LT K - o A20145F6A308 » A&
BHRITES (BIEEHRITER) RIERF D5
B #54%Kk46% (2013F 128318 : 2 Bl B48% Kk
39% ) BEHRNEERT HEERITRHE
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During the first half of 2014, the GDP growth of the U.S., which is the Group’s
major target market, recorded a reduction of 2.1% in the first quarter, being
the largest decline since 2009. The decrease was mainly attributable to
weaker consumer sentiment due to extremely cold weather, and lower-
than-expected employment rate, coupled with the Federal Reserve System's
continued tampering of Quantitative Easing (which had last for years). It is
expected that the GDP growth of the U.S. rebounded to around 4% in the
second quarter, which indicated that the U.S. economy was gradually coming
out of difficulty and embracing a brighter prospect. In terms of other major
markets, the economy of Europe had been showing a mild recovery in the
first half of the year, and the China economy maintained the trend of “Seeking
progress through stability” with microstimulation policies in place. Amidst
a relatively stable environment for international and PRC apparel consumer
markets, the turnover of the Group improved as compared to corresponding

period of last year.

Impacted by the adjustment of cotton reserve policy in mainland China, the
yarn price kept coming down in the first half of the year and had dampened
the procurement sentiment of the downstream fabrics enterprises, which in
turns increased the cost of short term turnover of raw material inventories of

the Group.

Meanwhile, the substantial depreciation of RMB, which fell 2.6% in the first
quarter against the U.S. dollar and did not stabilise until June, also had a

negative impact on the Group.

In view of the reasons aforementioned, the Group’s overall gross profits in the
first half of 2014 were lower than that of the corresponding period in 2013,
although our turnover increased as compared to the corresponding period
of last year and a series of measures were constantly adopted by the Group
to reduce operating and management costs, together with the efforts in

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$2,872,472,000 and accounted for 85.3% of the Group's

total revenue.

R4 LE¥F FAEBEETZEEETSNER
FIFEENEELBELRN2.1%  22009F LR E
RGE - THNETEZERARBERREHZER
FHEBEMEBRMREBRARMNER MEERH
BABRERTHERSESTFNELCEREE
FBHE2EERANEELEBES [RE]B4nL B
KE BREEKBEZRHS HEL FISEEH
thEBHIHAE BNESELEFRIBER MR
BB BRI MRS #3157 [BRREINS
M EERREREREEETISEEFEEN AR
BT SENEEBEREFEBEMREA-

FEEZRHBERBERBREALE RYOE
B—ETE 06T THEREENRBEE £
SEEEHMENAEETRABR LT

F—HHE AREEZEEZTELRAGRRE B
FEERAARBERRZBEREE26% ZEZXZE6
BfABREE THEEENEETE-

ENLHRR REEAETLAENEELEAR
FERER R R A - EHI B RS —RYER LBk
EEBBNELRIE 2014F L ELEHHER
REFRPAEMER BEEZEBEFKENT
K2013F R H -

RERHEECH BARRLY
EEURPEREMETER-FHOARE RN TRH

RN EFEBANT-EER HEFRH
AL EAREFF -

EEEAR SEROER -REREERH 4
AER R E EEREDRN42,872,472,000/8 7T ' hE&E
B A4 {ER85.3% ©
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Production and Sales of Garments

Revenue from the production and sales of garments for the first half of 2014
was approximately HK$495,454,000 and accounted for 14.7% of the Group's

total revenue.

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

RERHFERK

Q04F E¥FRERBEERRNEXTLD

495,454,000/ 70 I EE & XA EMN147% ©

RE

ENEEBRNEZNPBRR ESSRER

B £2014F6 8300 lL6f8 B AT F KB 5

June 2014. BE-
Awards & Certifications #2178 R RAEE
Our awards and certificates accredited during the first half of 2014 are as E2014F L F > SEFMERERIALNT
follows:
No. Name of Award/Certification Typr of Doc. Date of Issue  Issued by
NHFS ®EARER g ticl HEAH BHEN
Jiangyin Fuhui Textiles Limited STEEEE & B R 2 7
1 2013 Award for Building Ecological Civilization* ~ Award 2014/1 Jiangyin High-tech Industrial Development
2013 F BRI BHERS pig Committee of PRC*
PR IRSHEMEXHREIREZES
Administration Committee of Jiangyin
High-tech Industrial Development Zone*
IREMRNEXAREERESS
2 2013 Outstanding Enterprise of Trophy 2014/1 Jiangyin High-tech Industrial Development
Foreign Investment* ®BE Committee of PRC*
03FENEREREDZE PR IRSHEMEXRREIREZES
Administration Committee of Jiangyin
High-tech Industrial Development Zone*
IREMRNEXAREERESS
3 2013 Outstanding Enterprise of Award 2014/1 Administration Committee of Jiangyin
Environment Protection* e High-tech Industrial Development Zone*
WBFERERELEER IRESHENEXHEREEZES
4 2013 Top100 Star Enterprise* Award 2014/2 The People’s Government of Jiangyin
WBFEAREELHE b4 L™ ARBF
5 Top 10 Caring Enterprise Award 2014/3 Committee of caring for the next generation
TERELERTZ ®8 of Jiangyin

IRTELT-RIFREE
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FHoeEE (FE)

*

No. Name of Award/Certification Typr of Doc. Date of Issue  Issued by

XHFS  ®E/AERER XHER HEBEH BMEN

6 2013 Safety Enterprise Model* Award 2014/3 Production Safety Committee of
BFEREEERRELE g Jiangyin City Government*

IRTARBRNZ24EZES

7 Workers Vanguard* Award 2014/4 Jiangyin Federation of Trade Union*
BN -2 i3 IRETRAIE

8 2013 Outstanding Basic Party Organization* Award 2014/6 Jiangyin High-tech Industrial Development
WBFELEEEEAS b4 Committee of PRC*

FRIRSHEIFEZES

9 Organic Content Standard (OCS) Certification 12/3/2014 The Institute for Marketecology (IMO)
BEREERE EE W ERTSHEMR

10 Global Organic Textile Standard (GOTS) Certification 12/3/2014 The Institute for Marketecology (IMO)
EHBERHBMIBLEGOTS) EE W ERTSHRMR

" Oeko-Tex Standard 100 Certification 8/11/2013 Swiss Textile Testing Institute

EE

Yancheng Fuhui Textiles Limited & 15 15 [E £ & 5 FR 2 7

12 5.1 Labor Certificates of Yancheng City* Award 2014/4 Yancheng City Federation of Trade Union*
By a— 5B RMR i3 HEmETE

13 Oeko-Tex Standard 100 Certification 15/5/2014 Swiss Textile Testing Institute

EBE

Dongguan Shatin Lake Side Textiles Printing & Dyeing Co., Ltd. R =/ HABEH BN LER QT

14 Excellent Export Textiles Enterprise*
EFHEOHBEE
15 Oeko-Tex Standard 100

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

inconsistencies, the Chinese name shall prevail.

Award
g
Certification

KE

Az B2

2013/12

2014/4

Guangdong Province Textile Association
BREHHHS

Swiss Textile Testing Institute

* RXEBERBEAPNEBIEL MAEKE #)
PXERERE
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OUTLOOK REEZE

Looking forward to the second half of 2014, the economies and consumer
markets in the U.S. and Europe are facing uncertain economic prospects,
while the requirement was clearly stated in an executive meeting of State
Council of the PRC held in May to strengthen the implementation of
“Targeted RRR cuts” with the aim to achieve the annual growth target for the
China economy which is favorable for textiles market. In overall, the Group

will proactively confront its business prospect.

The challenges that the Group is facing in the second half of the year include
the fluctuations in prices of raw material and exchange rate of RMB, concerns
about more stringent environmental requirements by the PRC government
and the continued rising labour costs. The Group will monitor closely the
market conditions and upcoming sourcing plan of our customers while
adjusting our operating and sales strategies, expanding the research and
development of new products so as to enhance the Group’s competitiveness,
proactively pursue business opportunities and maintain our leading position

in the industry.

With the expected instability of the overall global economy but our
continuing effort in operational enhancements, we will do our best to
achieve the Group’s annual budget target and create greater value for our

shareholders in the long run.

R E2014F T ¥ 5 A EEEBMNEEAT R 14
AAP -Z—FH FEEBREEBEREAH
REERMAIE@REE]ERNDE  BRED
EEHEKERRES UHBRTETRER
ME-BEMES SEHERISEERG-

THFEEHBENRBEERERFBERRA
REERSREY UAREIHNFEABFERRZ
BEERRADRA 2 Lk EEGETREET
SRR EFRRNRBL I EMAREEE
ERHERE BRI ER S  LUBIMEBS
FEZ ZHEESEAXBHE REKERITE
(OEED AT

ERMBRREBEETRE ERETEHERK
ELBUERT KEEERAB L BREREF
BEER ARRAELZESHWREEE-



ELM  Fountain Set (Holdings) Limited

B %5 [0 BE

Interim Report 2014

FINANCIAL REVIEW

AEEHE2014F6H30B L6 CTELE R

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

ended 30 June 2014 are set out below:

MBIEE25WT

For the For the
6 months ended 6 months ended
30 June 2014 30 June 2013
Bz BZ
201456 H30H 20136 H30H
1t6fE A k{8 A
Income Statement Items WEREE
(All amounts in HK$ thousands unless (BRERIGFEEINTE € REY
otherwise stated) AT B SIR)
Revenue G 3,367,926 3,317,989
Gross Profit ER 327,976 359,995
EBITDA BEBLAT R B A0 47 B R 8 151,018 183,094
Profit for the period =HEZF 12,636 34,553
Profit attributable to owners of the Company RATEBAEERF 14,383 31,160
Basic earnings per share (HK cents) FREREFR (BWL) 1.2 26
Key Financial Ratios FTEHKEE
Profitability ratios B FIEES I E
Gross profit margin (%) ERIZE (%) 9.7% 10.8%
EBITDA margin (%) BB &8 88 AT LB =R (%) 4.5% 5.5%
Expenses as a % of revenue BT &R E
Distribution and selling expenses DHENEEER 2.5% 2.6%
Administrative expenses THEHR 6.0% 7.8%
Finance costs AL E A 0.6% 0.5%
Asset efficiency BEME
Inventory turnover period (days) FEA®EH (/) 87 97
Trade and bills receivables turnover period (days) EEREBEWRRIE
BEH (/) 73 73
Trade and bills payables turnover period (days) EEREZEEMSRIE
BEH (/) 50 60
At 30 June At 31 December
2014 2013
120145 R2013%F
6H30H 12A31H
Asset ratios BHERE
Current ratio TENLE =R 1.8 1.9
Net debt/EBITDA ratio (annualised) FEL S EBRITE
BEEATRM=E (F1b) 0.8 0.5

EEEHE2014F56A308 L ANEEHEE
3,367,926,0007& 7t (20134 : 3,317,989,0005& 7T ) °

Revenue

The Group’s revenue for the period ended 30 June 2014 amounted to

HK$3,367,926,000 (2013: HK$3,317,989,000).
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FINANCIAL REVIEW (continued)

Revenue by business segments

1H2014
20144 L3 F

In first half of 2014, the Group’s core business, production and sales of dyed
fabrics, sewing threads and yarns, generated revenue of HK$2,872,472,000
(six months ended 30 June 2013: HK$2,769,891,000), which accounted for
85.3% (six months ended 30 June 2013: 83.5%) of the Group's total revenue.
Revenue from production and sales of garments was HK$495,454,000 (six
months ended 30 June 2013: HK$548,098,000), accounted for 14.7% (six
months ended 30 June 2013 : 16.5%) of the Group's total revenue.

Cost of Sales and Gross Profit

For the six months ended 30 June 2014, overall cost of sales of the
Group amounted to HK$3,039,950,000 (six months ended 30 June 2013:
HK$2,957,994,000) and overall gross profit margin was 9.7% (six months ended
30 June 2013: 10.8%).

Distribution and Selling Expenses

For the six months ended 30 June 2014, the Group’s overall distribution and
selling expenses amounted to HK$84,440,000 (six months ended 30 June
2013: HK$86,444,000), accounting for 2.5% (six months ended 30 June 2013:

2.6%) of the Group's total revenue.

Administrative Expenses

In first half of 2014, the Group’s overall administrative expenses amounted
to HK$203,578,000 (six months ended 30 June 2013: HK$258,930,000),
accounting for 6.0% (six months ended 30 June 2013: 7.8%) of the Group's

total revenue.

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

In TH2014, the Group’s EBITDA approximately amounted to HK$151,018,000
(six months ended 30 June 2013: HK$183,094,000).

M OEE (&)

EEBEREBIE

Production and Sales of Dyed Fabrics, Sewing Threads and Yarns

RERHERR BAKRY

Production and Sales of Garments

R0M4FE L¥F SERLER-HERHEE
B BAR KRN E X R E $2,872,472,0008
7t (B Z2013F6 4300 1E61E A : 2,769,891,00078
TU) A E A ERS5.3% (B E2013F6 A
300 tk6f8 A :83.5%) - HIERHERKMWEE
£ 5495,454,0005%8 7T (B £2013F6A30H LL61E
H 548,098,000/ 7T) ' B & E A EMN14.7%
(B Z2013F6H830H 1L61E A 1 16.5%) °

HERETREF

EEEE2014F6A300 L6l A A 2 BEHER
75 $$3,039,950,00078 T (B E2013F6 H300 L-61E
B 12,957,994,000/% 7T ) - BEEFEHIT% (BE
201356 A30H 6@ A 1 10.8%) °

DHRHEER

SEEEZ2014F6 8308 L6 R A EEDHERK
$HE B F 584,440,000 7T (B £2013F6A30H
1E6fE A © 86,444,000/ 7T) - h B & X REREN
25% (B E2013%F6 8308 Lk6f@ B :2.6%) ©

THEAR

R204F ¥ F SE2ERBITHREARA
203,578,00058 T (& Z2013%F6H30H 1E6fE A :
258,930,000 7T ) - (h & B & X ZAEM6.0% (B
Z£2013F6H300 LL6f@ A :7.8%) °

556 A FI S b0 7 B % # 84 (EBITDA)
M2014F ¥ F K@z EBATREMITE R #
#3151,018,000/% 7T (B E20135F6830A 1L6f@ A :
183,094,000/ 7T ) °
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Finance costs

In first half of 2014, the Group’s finance costs approximately amounted
to HK$18,960,000 (six months ended 30 June 2013: HK$17,119,000),
representing 0.6% (six months ended 30 June 2013: 0.5%) of the Group's total

revenue.

Capital Expenditure

For the six months ended 30 June 2014, the Group invested approximately
HK$93,556,000 (six months ended 30 June 2013: HK$22,553,000) in the
additions of property, plant and equipment and other intangible assets. The
Group expects the capital expenditure for the whole financial year will be

approximately HK$180,000,000.

Income Tax

For the period ended 30 June 2014, income tax of the Group (including
deferred tax) approximately amounted to HK$14,944,000 (six months ended
30 June 2013: income tax credit of HK$9,625,000).

Liquidity and Financial Resources
At 30 June 2014, the Group’s total assets amounted to approximately
HK$5,916,913,000 (31 December 2013: HK$6,132,645,000). The key figures of

financial position were as follows:

A& B A

R2014F E¥F > B 2 FE R A4 %518,960,000
B 7t (B £2013F6830A (E6f8 A 117,119,000/
TU) AR AR EE A AEM.6% (B E20135F6
H30H 1L6f8 A 10.5%) °

BEARRX

HZE2014F6830B L6 AR EEEREYN
93,556,0007% 7t (# £2013F 68300 1k6f@ A :
22,553,000 70 ) LB NP2 - MEE R BB U R HE
thEFEE SEEREEAMBRFENERREX
#]£180,000,0005% T ©

B

B E2014F6 4308 LB SEZAEBH (B8
IELEBIIE ) #9514,944,00078 7T (B £20135F6A30
Hit6f@ A : TS Hist A %9,625,000/% 7T ) °

EeRBURVBER
M20145F6 308  EE & & 4218 45,916,913,000
BT (20135128318 :6,132,645,000/8 7T ) ° 81 7%
MRNEZERMT :

At 30 June At 31 December

2014 2013

7A2014F6H30H 20135 12H31H

HKS$’000 HK$'000

FHET FET

Non-current assets IREBEE 1,865,749 1,867,767
Current assets REBEE 4,051,164 4,264,878
Total assets BEAE 5,916,913 6,132,645
Current liabilities kD p=K 2,237,475 2,271,639
Non-current liabilities FRBER 434,408 582,359
Non-controlling interests IR R 138,202 161,427
Equity attributable to owners of the Company RATEEAEEES 3,106,828 3,117,220
Total liabilities and equity BERERAE 5,916,913 6,132,645
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FINANCIAL REVIEW (continued)

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.

At 30 June 2014, the principal financial covenant figure/ratios (according to

the banks’ definitions) were as follows:

Mo (&

SEUEEMSHRERBRRITHREDENE
ﬁ FHBESTEE MEAMIUETEHRY
ITERMERHENAERRRM -

R2014F6A30R T ENHHERNEE bR
(REBRITHER)WOT

At 30 June At 31 December
2014 2013
7A2014F6H308 2013F12831H
Consolidated tangible net worth rTEFEEE HK$2,946,439,000  HK$2,920,523,000
Consolidated total bank debt to RERRTAGY
consolidated tangible net worth REFEREELSA 0.5 0.5
Consolidated EBITDA to T BRI E AT RS
consolidated interest expense HEANEZHEEH 8.0 10.3
Consolidated current assets to BARBEEY
consolidated current liabilities mERBEBLLA 1.8 19
Consolidated capital expenditure HREELREX HK$93,556,000 HK$132,227,000

The Group follows stringent and prudent risk management policy to manage
foreign exchange and interest rate risks. The sales and the purchase of raw
materials of the Group are mainly denominated in Hong Kong dollars, US
dollars and Renminbi (RMB). Since the Group mainly produces in China thus
is exposed to foreign exchange risk arising from RMB exposure. In order to
mitigate this type of risk, the Group has entered into forward contracts to

hedge against certain of its exposure to reduce currency risk.

In addition, bank borrowings of the Group are denominated in Hong Kong
dollars and US dollars, interests are mainly charged on a floating rate basis.
Due to the slow recovery of the global economy in this year, it is expected
that interest rates will remain at the current level in the second half of the
year. The Group will continue monitor the interest rates fluctuation in the
market and arrange appropriate financial instruments to minimize the

interest rate risk.

FEBEMRERERFENEREEBRREL I
ERARERE  REZHEERRRBEUBT X
TRARBRSE MEBNEEEMNTE  #F
RARBREE 2IMNERR - BEELER  £68
EEEERIIESHUREEERRR-

B EEBRTEEUETRETBER RIS
EBUTHENH MR 2R EEERRE
FRDAEE FIHRRTEE S-SRI

F o REESHEEETHORERD  BHNE
gﬁﬁzma@mﬁﬂzauﬂﬁﬂztﬂm@
e

EMPLOYEES AND EMOLUMENT POLICIES EERM$ B X

At 30 June 2014, the Group had approximately 12,300 (30 June 2013: 12,500)
full time employees. There is no significant change in the Group’s emolument

policies.

R2014F6 B30 AEBZHBEEAZENA
12,300\ (2013568308 : 12,500A ) > M A &£ H
FENBCR I B K o
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DIRECTORS’ INTERESTS IN SECURITIES E=EE & 5%

As at 30 June 2014, the interests or short positions of the Directors and the
chief executive and their respective associates in the shares of the Company
(the “Share”), underlying Shares and debenture of the Company and its
associated corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (“SFO"), (a) as recorded in the register required to be
kept by the Company pursuant to Section 352 of the SFO, or (b) 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 as set out in Appendix 10 of the Rules Governing
the Listing of Securities (the “Listing Rules”) on the Stock Exchange (the

“Model Code”), were as follows:

201456 A30R - RIFA R F (@B S RPERK
PISE3SMRABATRE 2 BMATRE: H(0)RE B
FERZMERAE (B EE EWHRA
(T EMRAD) Misk10 FRE EH AR EBETES
R 52 BESR (REFA ) BBAA QB KRB
RFizER ARBAEBRITHRABRKESRBZ
BBEALRALAREEEEE (AEAESRS
BIRPISEXVERFTER T 2 i8%E) 2R M (TR#7 1)
HERDEEERTEE CEERAANT

Long positions in Shares: REONEFEER:
Approximate
% of
the Company's
total issued
Name of Director Number of Shares Capacity share capital
F SRR N e
EEHR RO E 27 ERITREABDL
Mr. Ha Kam On, Victor 91,521,096 Beneficial owner 7.61
BT ELE BRERA
11,564,000 Spouse interests 0.96
(Note) — FRiBREZE
(BtaE)
Dr. Yen Gordon 6,400,000 Beneficial owner 0.53
BE#HEL BRERA
Note: Mtaz:

As at 30 June 2014, Ms. Law Ho Suen, Victoria, spouse of Mr. Ha Kam On, Victor held
11,564,000 Shares as beneficial owner. Mr. Ha Kam On, Victor, spouse of Ms. Law Ho
Suen, Victoria, is deemed to be interested in 11,564,000 Shares held by Ms. Law Ho Suen,

Victoria.

M2014F68300  ErAlex + (ERZAEZERE)BFE
11,564,000 17 (ERBEREEBAN) ERZAEERET
MRzt 2B WRIERBAIRRZLHFHE 211,564,000/ i2

DS ER




EEEE(RE)ARST

20145 FRI#R & m

DIRECTORS’ INTERESTS IN SECURITIES (continued)

Long positions in underlying Shares — Share options:

EEcESER (&)

REBRROHFRER - BRE:

Number of
Name of Director Date of grant Exercise period share options
EEpE RHEBH TR BREZAE
Mr. Ha Kam On, Victor 17.09.2010 17.03.2014 - 17.03.2017 4,600,000
BiRERE (Note 1)
(BE1)
18.08.2011 19.08.2012 - 18.08.2017 3,300,000
(Note 2)
(Ha£2)
Dr. Yen Gordon 18.08.2011 19.08.2012 - 18.08.2017 3,300,000
BERE L (Notes 2)
(Btaz2)
Notes: Mt -

1. 30% of the share options are exercisable from 17 March 2014 to 17 March 2017,
up to 60% of the share options are exercisable from 17 March 2015 to 17 March
2017 and all share options are exercisable from 17 March 2016 to 17 March 2017.

2. 20% of the share options are exercisable from 19 August 2012 to 18 August 2017,
up to 40% of the share options are exercisable from 19 August 2013 to 18 August
2017, up to 60% of the share options are exercisable from 19 August 2014 to 18
August 2017, up to 80% of the share options are exercisable from 19 August 2015
to 18 August 2017 and all share options are exercisable from 19 August 2016 to
18 August 2017.

Save as disclosed above, none of the Directors, the chief executive nor their
respective associates had any interests or short positions in any Shares,
underlying Shares and debenture of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO), (a) which were
recorded in the register required to be kept by the Company under Section
352 of the SFO or (b) as otherwise notified to the Company and the Stock

Exchange pursuant to the Model Code.

1. H2014F3817H £ £2017F38178 > A 1TF30%5#
BR#E H2015F3817A £ £2017F38178 B S A
1TF60%8E I 18 ; K 12016538170 £ £201753 8
178 A{TEFEERE

2. 201268190 # £2017%F8 8180 » A 1T f20%5#
PR ¥ H2013F 8819 £ £201758818A B F A
1T fE40%8E IR #€ ; H2014F 8 A 19A #E £2017F8H 18
B &% A 1T E60%E IR # ; f2015F8F19A L E
20175 8R 18R » B L AT 1E80% B AR #E ; R H2016F
8A19A B ZE20175F8H 180  AI{THEFTE B E-

BrEMIETEEN BEES TRARAKEEE
ZHBATRAQXAREEAEEEE (BEE
HRBERGIEXVEATE T 2 8% ) 2R1D - 18
RORERETEARBEAQNTDQEEEZRBE
RBISEISAURARE 2 BMATRE S (o) REEST

AABHARAR

s

gt 2K

Rz R EKA -
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER SHAREHOLDERS' INTERESTS

FTERREEMRRERS

As at 30 June 2014, 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 or the chief executive,
the following shareholders had notified the Company of relevant interests in

the issued share capital of the Company.

Long positions in Shares:

201456 A30R - REFA D EIRESZ R BERA
EIBHRARENEERRAMER - B EuiE 40D
ESFTHRARCRKE2ESIN UTRREE
HALNBEERA AR CBRTRANEAEDS -

RIROHFERR:

Name of substantial shareholder

Number of Shares Capacity

Approximate
% of

the Company’s
total issued

share capital

HIERDBZH
FTERRER KRG EE 14 ERITRABDL
Chinatex Corporation (“Chinatex”) 433,098,000 Interest of controlled corporation 36.00
REFHEERT (TH4]) (Note Tand2)  IEHIEEAIREZ
(W1R2)
Chinatex Yieldfull Investment Co.,, Ltd. 409,036,000 Beneficial owner 34.00
("Yieldfull") (Note 1) BREBA
RHEREREEEFRAR (TRL]) (BtaEn)
Chinatex Jinhui Investment Management 409,036,000 Interest of controlled corporation 34.00
Co., Ltd. (Jinhui")* (Note 1) $EHEBEMER
HGREREEEBREMEAA (BtaEn)
(Me1E 1)
Mr. Ha Chung Fong 42,292,000 Beneficial owner 12.00
EMFTEE (Notes3)  BmEBA
(Btz3)
102,108,948 Other Interests
(Notes 3and 5)  HfthiEzx
(H1&E35%5)
Ms. Tang Kuen Mui 144,400,948 Spouse interest 12.00
WiEmk L £ (Notes 3)  EifBfEz
(Bfa£3)
Super Brilliance Company Limited 102,108,948 Beneficial owner 8.49
(“Super Brilliance”) (Notes 4 and 5) EREEA
(Hfa4K5)

* For identification purpose only

o EHREE
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER SHAREHOLDERS' INTERESTS (continued)

TERREAEMBRRER ()

Approximate
% of
the Company’s
total issued
Name of substantial shareholder Number of Shares Capacity share capital
RN e o
FTERRER RHOBE S6 ERITREABIL
Island Treasure Investments Limited 102,108,948 Interest of controlled corporation 8.49
(“Island Treasure”) (Notes4and 5)  EHEIEBEREDR
(HiaE4R5)
Onwide (H.K.) Limited (“Onwide") 102,108,948 Trustee 849
ZM (BB)ERLT ([ZH]) (Notes4and 5)  {57EA
(Bfat4R5)
Mr. Wong Tak Leung, Charles 102,108,948 Interest of controlled corporation 8.49
FTER%EE (Notes4and 5)  $EHIEBERRER
(HiitaRes)
Ms. Law Ho Suen, Victoria 11,564,000 Beneficial owner 0.96
‘ARt BEREBA
91,521,096 Spouse interests 7.61
(Notes6)  FfBfEz
(Htite)
Notes: Hat -

Yieldfull is a wholly-owned subsidiary of Jinhui and Jinhui is a wholly-owned
subsidiary of Chinatex. Therefore, each of Jinhui and Chinatex is deemed to be
interested in the Shares held by Yieldfull.

As at 30 June 2014, Chinatex (H.K.) Holding Limited held 24,062,000 Shares as
beneficial owner. Chinatex (H.K.) Holding Limited is a wholly-owned subsidiary
of Chinatex. Chinatex is deemed to be interested in the Shares held by Chinatex
(H.K.) Holding Limited

Ms. Tang Kuen Mui, spouse of Mr. Ha Chung Fong, is deemed to be interested in
the Shares held by Mr. Ha Chung Fong.

Super Brilliance is a wholly-owned subsidiary of Island Treasure, Island Treasure
is a wholly-owned subsidiary of Onwide and Onwide is owned as to 100% by
Mr. Wong Tak Leung, Charles. Therefore, each of Island Treasure, Onwide and Mr.
Wong Tak Leung, Charles is deemed to be interested in the Shares held by Super
Brilliance.

Onwide is the trustee of the HA Trust, a discretionary trust set up by Mr. Ha Chung
Fong for the benefit of his family.

Ms. Law Ho Suen, Victoria, spouse of Mr. Ha Kam On, Victor, is deemed to be
interested in the Shares held by Mr. Ha Kam On, Victor.

BEARBENZENBAR MBERATHNEZEN
BAoR Eit SERPAEARGEEERENS
BRAD 9 FE 5% o

MR2014F6A308 FH (FB)ERBRAAFEE
24,062,000 R 13 (EABREEAN) o F 4 (HE)
ERERADATHZEZEMB LG HIL 4
WREEETH (FB)ERERDFAMISRG 2

5o

WBKRZTRAENFT EENER EMREFEEER
IS FAE R R AR -

Super Brilliance#Island Treasuref) 2 & K B 2 7 »
Island Treasure 5 Z MM 2 EMBLAT > MERBRELE
BEZHHNZHER - B 1sland Treasure» ZHM K
FEREES B WIRIER B Super Brilliance T 15 i% 17
HoRE L o

ZH Hthe HA TrustbIE5E A > the HA TrustB EM T
FERAERKAMEMALN —BRERET-

BURZTAERTAENRSE EMEREREEE
R LERT RN AERS -
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SUBSTANTIAL SHAREHOLDERS' AND OTHER SHAREHOLDERS' INTERESTS (continued)
FERRREMRRER (F)

Long positions in underlying Shares — Deemed interests in share options: RERERDNFRIER — REBERE+TNIRERR !
Number of
Name of substantial shareholder Date of grant Exercise period share options
TERRESR BB TR BREHE
Ms. Law Ho Suen, Victoria 17.09.2010 17.03.2014 - 17.03.2017 4,600,000
BARELZL (Note 1 and 3)
(HaE1K3)
18.08.2011 19.08.2012 - 18.08.2017 3,300,000
(Note 2 and 4)
(BteE2R24)
Notes: Hat -

Save

30% of the share options are exercisable from 17 March 2014 to 17 March 2017,
up to 60% of the share options are exercisable from 17 March 2015 to 17 March
2017 and all share options are exercisable from 17 March 2016 to 17 March 2017.

20% of the share options are exercisable from 19 August 2012 to 18 August 2017,
up to 40% of the share options are exercisable from 19 August 2013 to 18 August
2017, up to 60% of the share options are exercisable from 19 August 2014 to 18
August 2017, up to 80% of the share options are exercisable from 19 August 2015
to 18 August 2017 and all share options are exercisable from 19 August 2016 to
18 August 2017.

Mr. Ha Kam On, Victor was interested in 4,600,000 share options granted by
the Company under the 2002 Share Option Scheme. Ms. Law Ho Suen, Victoria,
spouse of Mr. Ha Kam On, Victor, is deemed to be interested in 4,600,000 share
options held by Mr. Ha Kam On, Victor.

Mr. Ha Kam On, Victor was interested in 3,300,000 share options granted by
the Company under the 2011 Share Option Scheme. Ms. Law Ho Suen, Victoria,
spouse of Mr. Ha Kam On, Victor, is deemed to be interested in 3,300,000 share
options held by Mr. Ha Kam On, Victor.

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 30 June 2014.

2014538178 8 £2017F3 8178 7 17 #30%5
BRAE 201538178 8 22017838170 K £
1TF60%HE I 7 ; R 2016538170 £ £20175F3 8
178 A{TEMEBRE-

201248 198 # £2017F8F 188 » A 1T #20%#
B4 20138 A 198 B E2017F8A18A & Z 1
1T f5E40%88 A% 78 ; F2014F 8 A 190 . E2017F 8718
B &% A 1T£60%5 IR # ; H2015F8 819 &
20178 A 180  Fx S A {TE80%ME R #E ; R 20165
8B 19 E201758A 188 » Al {TEFTEEIRE -

ERTEERAQATRER2002FERESERTFZ
4,600,000 B R EFHEERZ BURZLTAERT
ek 2 BB WRERE 88 R K 4EFTiEHE 24,600,000
DERERESER -

ERZEERAQATARBA20NFEFERESERTZ
3,300,000 R EFHEERZ - BULZTAERE
St 2 BB WRAER B IR 5 4 FT#5H 23,300,000
HERERESER -

B Eaid 5B & AN 7A2014F6 A308 » AN A B £
W EMEMEEAQRTCETRANEREEDS
RARBA -
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PURCHASE, SALE AND REDEMPTION OF THE COMPANY'S LISTED SECURITIES

BE -HERBEEAQFZ LHHESF

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

purchased, sold or redeemed any of the Company’s listed securities.
CORPORATE GOVERNANCE CODE

Throughout the period from 1 January 2014 to 30 June 2014, the Company
has applied the principles of, and complied with, all the applicable code
provisions of Corporate Governance Code as set out in Appendix 14 of the
Listing Rules. However, with effect from 21 March 2014, the Chairman and
Executive Director of the Company, Madam Li Lan, takes up the position of
Chief Executive Officer of the Company, details of which were set out in the
announcement dated 21 March 2014. This deviates from Code Provision A.
2.1 of the Corporate Governance Code and Corporate Governance Report
as set out in Appendix 14 of the Listing Rules which stipulates that the
responsibilities between the chairman and chief executive officer should be
divided. However, having considered the current status of the Group, vesting
the roles of both chairman and chief executive officer in the same person
enables the Group to more efficiently plan its overall strategy and achieve the
budgeted target. The Board believes that the balance of power and authority
under this arrangement is adequately ensured by the Board which comprises
experienced, professional and high caliber individuals with sufficient number

thereof being independent non-executive directors.

=== N2 o}
B /A ﬂ-/

REERR > A2 REEMKE D ) EEE
HERBER AR 2 EM LEHm&ES-

M2014F 1818 2014568308 L HifE » XA F
EEAR—BEESFLETRAMBSI4AEZEEE
BFRIZRAIRFAEERZFRIR - EB20145F
3A2IEE  ARAEERMITESTHLLHRA
RERRAITHAR B FBHNAHR2014F
3H2IBZAE - HERE EHRAMER14 (D
ERTARBEERRE) FARLA2LIHRE -
FTRETHRAENACEERD  TEH—AR
RRE BZEIAEEREFHER HE—BA
+ B R R AN A B F 1 R AT BUAR 250 18 B A% T 2L
EAEEE BN EERERRTHEER
E-ARESEHLRLEEALREEATINA
R(EBREZENBIFHTESAR) - HES
RO RBERENELNRET BRI T

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

BEFEETEFERINEESTH

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

Code for the period under review.

AARNERNEEFABHANESRTRER
52F8 - EARATAFEESEHENE A2

EARARFAESREEEAYDETEE
FRIFFER B
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AUDIT COMMITTEE REVIEW EXZZESHH

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

2014.

On behalf of the Board
Fountain Set (Holdings) Limited
LiLan

Chairman and Chief Executive Officer

Hong Kong
26 August 2014

RRABRERLBREZEES  BURNRERAEAD
Az BHRREFRABEEHE -BREES
BRADAGIBHATESR2EBILFHTES
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BEXE -BERZEESCEHNLRLRAEE201456A
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CORPORATE INFORMATION 2 A& ¥

Honorary Chairman

Mr. HA Chung Fong

Board Of Directors
Executive Directors
Madam LI Lan (Chairman)
(Appointed as Chief Executive Officer with effect from 21 March 2014)
Mr. HA Kam On, Victor (Vice-Chairman)
Mr. GONG Zhengyi
Mr. ZHAO Yao

Non-Executive Directors
Dr. YEN Gordon
Mr. ZHANG Chong

Independent Non-Executive Directors
Mr. NG Kwok Tung

Mr. CHOW Wing Kin, Anthony, SBS, JP
Mr. YANG Shibin

Company Secretary

Mr. CHAN Siu Man

Registered Office & Principal Place Of Business

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

Website

www.fshl.com

Principal Bankers

The Hongkong and Shanghai Banking Corporation Limited
Bank of China (Hong Kong) Limited

Standard Chartered Bank (Hong Kong) Limited

China CITIC Bank International Limited

Solicitor

Vivien Chan & Co.

Auditor
BDO Limited

Certified Public Accountants

Share Registrar
Tricor Secretaries Limited

Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong
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SHAREHOLDER INFORMATION KR ER & ¥

Listing : Listed on the Main Board of = : EH1988F 48204 i&
The Stock Exchange of Hong Kong Limited REBBHERBFERATE
since 20 April 1988 EMR LT

Stock Code : 420 B 5E : 420

Board Lot : 2,000 BEEEN 2,000

Shares Issued 1,203,046,960 eRITRNG 1,203,046,960

Financial Calendar 2014/2015

Financial year ended 31 December 2014

2014 Interim results announced 26 August 2014
Register of members closed N/A
Distribution of dividend N/A

2014 full year results to be announced End of March 2015
Shareholder Services

For enquiries about share transfer and registration, please contact the
Company'’s share registrar:

Tricor Secretaries Limited

Level 22, Hopewell Centre,

183 Queen'’s Road East

Hong Kong

Tel +852 2980 1766

Fax +852 2861 1465

Investor Relations

Ms. Charmaine CHENG

Assistant General Manager - Credit Management and Corporate Affairs
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

2014/2015F B A&
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2014 BB N i 201458 H26H
A7 EE B TEAR

B 2R E iE A

20142 FEE N 201538 T4
R 3R AR %%
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{8 HE +852 2861 1465
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BRI/ A
BBAKE - CEEBREESH
BB R SR 2L B 1% 29-395%
RBIHEKREAETFE

B 5 +852 34787017

E #B pra@fshl.com
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FOUNTAIN SET (HOLDINGS) LIMITED 'm_
BHEX (£E) FRAA R

L

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

BB AR BE29-395%
RBTRAREAECE

Tel 7% +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

BHEXRTIIERE ST SEERBENARE » it - BFEFRBREERIELIHBEwww.fshl.comA

Toronto , Ho Chi Minh City , Seoul , Shanghai , Singapore
E2-ES AEEA™ EL] £ B

Production facilities are set up in the following countries:
RTIBERREEERE:

China Indonesia Sri Lanka

mE T HRE  EEEE
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