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BEBWNT:

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME &85 R Ht 2 AMER

FOR THE YEAR ENDED 31 DECEMBER 2014 # £2014612A31H L FE

2014
201445
Notes it HK$'000 F&T

2013
20134
HK$'000 F& 7T

Revenue —F 31 2 6,891,133 6,942,807
Cost of sales $HE AR (6,176,316) (6,188,170)
Gross profit EF 714,817 754,637
Other income E U A 78,672 45,573
Other gains and losses Habdas KB 1B (26,201) 23,497
Distribution and selling expenses D NMEEER (171,917) (182,787)
Administrative expenses THER (440,515) (518,103)
Finance costs B & R A 3 (34,983) (36,419)
Gain on disposal of subsidiaries HEH B R R 25l 4,694 -
Share of loss of an associate FE{h — RE B & QA
pd Ei= (738) -
Profit before taxation BRBE AT 2 R 123,829 86,398
Income tax PRI 4 (28,068) 14,290
Profit for the year EFEAAN 5 95,761 100,688
Profit for the year attributable to: EIERFEAFN:
Owners of the Company ViN/NEIEZ Z =N 90,590 91,304
Non-controlling interests FEE A 2 5,171 9,384
95,761 100,688
HK cents &1l HK cents &l
Earnings per share ST
Basic and diluted BEARKR#E 7 7.5 76




CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME &85 R Hit2 AN AR

FOR THE YEAR ENDED 31 DECEMBER 2014 & £20145F12A31H It FE

2014
20144
Note HzE HK$'000 F %t

2013
20134
HK$'000 T & 7T

Profit for the year EFEEEF 5 95,761 100,688
Other comprehensive income, net of tax ~ H 2 MK ZE
(SR BIE)
ltems that may be reclassified HengssoEsE
subsequently to profit or loss: #=2IEE
Exchange differences arising on BREBINEBEEZ
translation of foreign operations ME N ZE%E (2,286) 18,045
Reclassification adjustment of o E B A BB
translation reserve upon disposal of fEHfEE
a subsidiary ENOEAE (1,435) -
Other comprehensive (expense)/income  2FEEME2H
for the year (%), Wa (3,721) 18,045
Total comprehensive income EFE2ERERE
for the year 92,040 118,733
Total comprehensive income for the year  [E{G 2 FE 2 KR
attributable to: FERERE
Owners of the Company ViN/NEIEZ Z =N 88,125 107,575
Non-controlling interests FEE AR 2 3,915 11,158
92,040 118,733




CONSOLIDATED STATEMENT OF FINANCIAL POSITION %4 Bt % R i &

AS AT 31 DECEMBER 2014 72014412 A31H

At 31 December 2014

At 31 December 2013

R2014%12831H R2013F12A31H
Notes B it HK$'000 &7 HK$000 F& T
Non-current assets FRBEE
Investment properties REME 55,094 33,800
Property, plant and equipment ME ERRHRE 1,520,174 1,624,510
Prepaid lease payments — non-current portion BRBEFE-FERBHH 104,763 107,784
Other intangible assets HBYEE 27,646 30,284
Interests in an associate R—TEBE Rz ER 15,466 -
Investment in life insurance policies ASRBREZTE 8 37,850 37,346
Deferred tax assets BIEMIEEE 28,204 34,043
1,789,197 1,867,767
Current assets REBEE
Inventories BE 9 1,301,897 1,636,772
Trade and bills receivables EELZERENGE 10 1,387,513 1,265,935
Prepayments, deposits and other receivables BRHE Ze R
H it e 0R 124,419 191,146
Prepaid lease payments — current portion BRBEFE-RBHH 2,610 2,610
Derivative financial instruments TEERMIA - 14,170
Tax recoverable AR E 2,573 4,282
Short-term bank deposits RERTER 509,513 346,889
Bank balances and cash BITEBRRE 448,011 803,074
3,776,536 4,264,878
Current liabilities RBAE
Trade and bills payables EENZERENTE 11 801,396 1,001,781
Other payables and accruals HthENTERESER 269,688 339,799
Amounts due to non-controlling shareholders RIEERR AR R B 80,100 80,100
Deferred income — current portion i O QNS S 1,458 1,458
Derivative financial instruments TEERMIA 1,686 -
Tax payable BRI HE 17,338 9,555
Bank and other borrowings — due within one year ~ R{TREMEE ——FRFH 784,831 838,946
Bank overdrafts BITEX 1,439 -
1,957,936 2,271,639
Net current assets RBEEFE 1,818,600 1,993,239
Total assets less current liabilities BEAERTBAE 3,607,797 3,861,006




CONSOLIDATED STATEMENT OF FINANCIAL POSITION % & Bt % AR R &

AS AT 31 DECEMBER 2014 74201412 H31H

At 31 December 2014

At 31 December 2013

M2014%12A31H R2013%12A31H
Note fi&F HK$'000 F& 7 HK$'000 F% T
Non-current liabilities kREEE
Deferred income - non-current portion EEMA—FERB TR 62,218 63,676
Bank and other borrowings — due after one year BAREMEE - —FE5H 213,669 516,598
Deferred tax liabilities EREHEAE 6,287 2,085
282,174 582,359
Net assets EEFE 3,325,623 3,278,647
Capital and reserves EXRfEE
Share capital: nominal value R EE 12 240,609
Share premium and capital redemption reserve B GREREARERHE 621,602
Share capital (2013: Share capital and AR (20134 : R
statutory reserves) BT 12 862,211 862,211
Other reserves Hib A 2,320,317 2,255,009
Equity attributable to owners of the Company ARAEEAEEER 3,182,528 3,117,220
Non-controlling interests ERi T 143,095 161,427
Total equity EEAE 3,325,623 3,278,647




NOTES Mfzt

1. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)

(a) Adoption of new/revised HKFRSs — first effective on 1
January 2014

Amendments to HKAS 32 Offsetting Financial Assets and Financial
Liabilities
Amendments to HKAS 36 Recoverable Amount Disclosures for

Non-Financial Assets
Amendments to HKFRS 10, Investment Entities
HKFRS 12 and HKAS 27

(2011)
Amendments to HKAS 39 Novation of Derivatives and Continuation
of Hedge Accounting
HK(IFRIC) 21 Levies

The adoption of these amendments has no material impact on the Group’s

financial statements.
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1. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”) (Continued)

(b) New/revised HKFRSs that have been issued but are not

yet effective

The following new/revised HKFRSs, potentially relevant to the Group's

financial statements, have been issued, but are not yet effective and have

not been early adopted by the Group.

HKFRSs (Amendments)

HKFRSs (Amendments)

HKFRSs (Amendments)

Amendments to HKAS 1

Amendments to HKAS 16
and HKAS 38

Amendments to HKAS 19

(2011)

Amendments to HKAS 27

HKFRS 9 (2014)

Amendments to HKFRS 10

and HKAS 28

Amendments to HKFRS 11

HKFRS 15

Annual Improvements 2010-2012 Cycle?

Annual Improvements 2011-2013 Cycle!

Annual Improvements 2012-2014 Cycle®

Disclosure Initiative®

Clarification of Acceptable Methods of

Depreciation and Amortisation?®

Defined Benefit Plans:
Employee Contributions!

Equity Method in Separate Financial
Statements®

Financial Instruments®

Sale or Contribution of Assets between
an Investor and its Associate or Joint
Venture3

Accounting for Acquisitions of Interests in
Joint Operations?®

Revenue from Contracts with Customers*

1 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

3 Effective for annual periods beginning on or after 1 January 2016

4 Effective for annual periods beginning on or after 1 January 2017

5 Effective for annual periods beginning on or after 1 January 2018
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2. 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.

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 year.

2. EXERIEER

ARRESEE (AEBLERRE) RETPHAE
il A F eI B F EEEEXE R E
B BEEE (AEEMBL) hEARANE
(IhE]) B2 BB HEBHR - ZMN BUMR
Hippld (AfE E oI B - & B A IR KR
FI) PR SHEMLEREEDE M [ Eibit

B BlBGa 2 BEHE-

UNTRAKRERZEFERERERFEERH 4
AR W ERRKRARRDBEE D 2 EERNA
MIAREEFEZ DT

2014 20144
Segment
Hong Kong The PRC Taiwan Korea Sri Lanka America Europe Others total ~ Eliminations ~ Consolidated
B E =) 2  HENSE EY| BN HEHE 2R4E 3 g4
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
FET FET FET FET FET TET FET FET FET TET FET
Revenue S¥E 1,494,114 1,321,674 857,416 1,094,666 686,119 420,585 150,703 865,856 6,891,133 - 6,891,133
External sales HIMEE
Inter-segment sales AEEHE
(nofe) (Hit) 4944412 2,531,113 - - 386,361 112,848 - 176,289 8,151,023  (8,151,023) -

Total segment revenue PRE¥BNE 6,438,526 3,852,787 857,416 1,094,666 1,072,480

533,433 150,703 1,042,145 15,042,156 (8,151,023) 6,891,133

Results B3
Segment profit PREH 133,252 87,660 74915 96,269 42,741 37,038 13,196 76,499 561,570
Interest income FIBHA 17,903
Unallocated income FAEMA 2,917
Depreciation and REREH
amortisation (210,024)
Other unallocated HiRHEXH
expenses (217,510)
Finance costs BEMK (34,983)
Gain on disposal of HENBARZ
subsidiaries sk 4,694
Share of loss of an associate  fEfE— T
BERE
ZER (738)
Profit before taxation BHAIEF 123,829



2. REVENUE AND SEGMENT INFORMATION 2. BXERSEER (&)
(Continued)
2013 20134
Segment
Hong Kong The PRC Taiwan Korea Sri Lanka America Europe Others total  Eliminations ~ Consolidated
B HE A BE  fEFT E BN EtiE  HBEE E3fc) e
HK$000 HK$ 000 HK$ 000 HK$000 HK$000 HKS 000 HK$ 000 HK$ 000 HK$000 HK$ 000 HK$ 000
FET FET FET FET FET FET FEr FHET FHET FET FET
Revenue HE8
External sales HMEE 1,557,143 1,182,204 898638 1,088,893 861,736 338,137 203,499 812,557 6,942,807 - 6,942,807
Inter-segment sales PEBHE
(note) (Hi) 4970384 3,049,991 - - 533,229 73,899 - 125695 8,753,198  (8,753,198) -
Total segment revenue PRE¥BNE 6,527,527 4,232,195 898638 1,088,893 1,239,965 412,036 203,499 938252 15,696,006  (8753,198) 6,942,807
Results E3
Segment profit PEEA 136,667 9,377 87,643 106,873 53,832 22377 19,963 76,066 600,298
Interest income FIEMA 7411
Unallocated income FAEMA 50,607
Depreciation and REREH
amortisation (262,113)
Other unallocated HiprAHEXH
expenses (273,386)
Finance costs BN (36,419)
Profit before taxation BHAIER 86,398

Note: Inter-segment sales are charged at price with reference to the prevailing market rates.

Hiit: DEMEEZERD2RER ZTISERMEE -



2. REVENUE AND SEGMENT INFORMATION
(Continued)

Segment profit represents the profit earned by each segment without
allocation of central administration costs and other expenses (including non-
production related employee benefits expenses, directors’ emoluments,
bank charges, etc.), depreciation and amortisation, interest income, loss
on disposal/written-off of property, plant and equipment, net (loss)/gain
from derivative financial instruments, finance costs, gain on disposal of
subsidiaries, etc.. This is the measure reported to the board of directors
of the Company for the purposes of resource allocation and performance
assessment. No analysis on segment assets and liabilities is disclosed as it is

not presented to the board of directors of the Company.

Revenue from the Group'’s products

The following is an analysis of the Group’s revenue from external customers

by products:

2. EXERIEEH (K)

DEENTES D BRBRNERN it Eat
ARRITBERAREMER (BREFFHREEZ
BERMNHAX BEFEME RTERSE) FER
B MBWA HEEHEUE BRLREZ
BETESRTIAZ (BE) WRFE BmE
BRAREEMBRBAZAMBRES WHRER
DERBHFAEMAARAREETSER 2 ELE-
O BREERABWRAEHATRE FZE
FRBRARARIEET LS

REEEmMZE XA
AT RREMmEIDAEEREIBELEEEL
AT

2014 2013
20145 2013F
HK$'000 & HK$000 T

Production and sales of dyed fabrics, sewing threads WENHEERH BAYRNY
and yarns 5,918,787 5,976,440
Production and sales of garments B REERK 972,346 966,367
6,891,133 6,942,807




2. REVENUE AND SEGMENT INFORMATION
(Continued)

Geographical information

The following is an analysis of geographical location of the Group’s non-

current assets (note) at the end of the reporting period:

2. EXERIBER (F)
i 1 B
REERE AEEZIPRDEE (M2 Bt

fLEZoHmT:

At 31 December 2014 At 31 December 2013

R2014%12A31H 7201312 A31H

HK$'000 F# 7 HK$000 Fi# 7T

The PRC F 1,501,882 1,570,681
Hong Kong aE 46,745 51,097
America E 134 188
Sri Lanka HERFR 173,598 173,791
Others Hite 784 621
1,723,143 1,796,378

Note: Non-current assets excluded deferred tax assets and investment in life insurance
policies.

Information about major customers

No revenue from individual customer contributed over 10% of the total
revenue of the Group for the year ended 31 December 2014 and 31
December 2013.

it FRBDEETBREERELEERASZSREBREZ
BE-

BEBETEXRFPZEH
B E20144 124310 14 & KA F20134128
1B EFE M &K B ERT P 2 & ¥R
AEBEXGHEEBIO%

3. FINANCE COSTS 3. BERAK
2014 2013
20145 20134
HK$'000 & HK$'000 F %71
Finance costs on: BE A :
Bank and other borrowings wholly repayable BROFERZBEEZ
within five years RITREMEE 34,983 36,419

10




4. INCOME TAX FR&H
2014 2013
20145 2013F
HK$'000 F& T HK$'000 F ¥
Current tax: REERE:
Hong Kong B 278 2,721
The PRC F 12,111 13,612
Other jurisdictions Bt REE 4,758 1,876
17,147 18,209
Under/(over) provision in prior years: BEFERBAR/ (BERE):
Hong Kong 9 (20) 612
The PRC i (330) (758)
Other jurisdictions Hip ez E 1,230 (264)
880 (410)
Overprovision for the total tax undercharged BAEEIUBBEEEERE
in previous years - (8,040)
18,027 9,759
Deferred tax: ERHE:
Hong Kong N (133) 206
The PRC F 5,795 (24,372)
Other jurisdictions Hih Rl A E 4,379 117
10,041 (24,049)
28,068 (14,290)

11




4. INCOME TAX (Continued)

Hong Kong Profits Tax is calculated at 16.5% (31 December 2013: 16.5%)

of the estimated assessable profit for the year.

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. Since then, the tax rate of Sri

Lanka income tax is 12%.

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
estimate 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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16.5% (2013412 H31H8 : 16.5% ) Z T Rzt & -
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4. 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 year ended 31 December 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 year ended 31 December 2013.
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5. PROFIT FOR THE YEAR

5. EFE&ER

2014 2013
20145 20134
HK$'000 F# 7 HK$000 F% 7T
Profit for the year has been arrived at after charging: EEERFEMRTHEE:
Auditors’ remuneration B 2 5B 3,044 3,678
Cost of inventories recognised as expenses BRBERZGEERAK 6,176,316 6,188,170
Depreciation of investment properties BEMEITE 2,198 246
Depreciation of property, plant and equipment MmE BERSEITE 202,084 259,258
Employee benefits expense EERAS N (REEEHE)
(including directors’ emoluments) 953,404 953,548
Loss on disposal/written-off of property, HE/FHEnE BERRE
plant and equipment and prepaid lease payment * KEAHERBEE 2,187 12,483
Net exchange losses * (& 5 B8R E 3,212 14,172
Net loss from derivative financial instruments # MTESBIAYERIE! 23,737 -
Release of prepaid lease payments BREEREE L 2,609 2,609
Amortisation of other intangible assets EthEN EERE 3,133 -
and after crediting: REFATIEIE:
Amortisation of deferred income* B 55 1,458 1,458
Interest income* N 17,903 7,411
Net rental income from investment properties* REDEMHS WA FE" 7,762 2,370
Net gain from derivative financial instruments # TEERMTI Az WRFE! - 47,907
Impairment loss reversed on trade and EERERREWTELZ
bills receivables, net * REBKFERR 2,935 2,245
Compensation income for factory demolishment * B bR 2 BE R A 8,930 -
Government grants (nofe) * RIS (Het) * 7,349 766

* Included in other income
# Included in other gains and losses

Note: Government grants for the year ended 31 December 2014 mainly represent grants of

HK$5,696,000 received from the PRC local government authority as subsidies to the

Group for acquiring certain property, plant and equipments for energy saving scheme

and environmental protection scheme implemented by the PRC local government.

There were no restrictions with the use of such government grants.
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6. DIVIDENDS

2014 2013
20145 20134
HK$'000 F# 7 HK$000 F 7T
Dividends paid during the year: EFEEARE:
2013 final dividend of HK2 cents 2013F KRBk BB R2E
(2012 final dividend: Nil) per share (0125 REREF) 24,061 -

No interim dividend was paid or proposed for both periods.

The final dividend of HK 4 cents in respect of the year ended 31
December 2014 (2013: HK2 cents) per share, amounting to approximately
HK$48,122,000 (2013: HK$24,061,000) in total, has been proposed by the
directors of the Company and is subject to approval by the shareholders in

the forthcoming annual general meeting.
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7. 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:

7. BRAF
RDFE A A SRERRTREETRFTIR
ETFI BB

2014 2013
2014% 2013F
HK$'000 Ti#&7 HK$000 F/& 1
Earnings 27
Profit for the year attributable to owners of the Company it E & REREF| 2 855 2
for the purposes of basic earnings and diluted FAZARREE NEGREERA
earnings per share 90,590 91,304
2014 2013
20145 2013F
Number of shares BAHE
Number of ordinary shares for the purposes of A EEREARIREERT
basic earnings and diluted earnings per share Az ERREE 1,203,046,960 1,203,046,960

The computation of diluted earnings per share for the year ended 31
December 2014 and 31 December 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

year.

8. 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 shifting the life insured

quota to other key member(s).
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9. INVENTORIES

9. FE
At 31 December 2014

At 31 December 2013

R2014%12/31H R2013F12H31H

HK$'000 & HK$000 %7

Spare parts 1 63,935 70,657
Raw materials Rt 531,633 829,755
Work-in-progress F2m 336,041 334,255
Finished goods g 370,288 402,105
1,301,897 1,636,772

10. TRADE AND BILLS RECEIVABLES

10. EX R RER WA

At 31 December 2014

At 31 December 2013

R2014%12831H R2013F12A31H

HK$'000 F&T HK$000 F/% T

Trade receivables EEREWTIR 1,169,921 1,009,495
Bills receivables SRR 238,978 285,866
Less: allowance for doubtful debts B RERE (21,386) (29,426)
1,387,513 1,265,935

The Group allows a credit period ranging from 30 days to 60 days to its
customers. The following is an ageing analysis of trade and bills receivables

based on the payment due dates net of allowance for doubtful debts:

AEERHUIORECOREERTEEF LXK
SREYGRIARBENREIHA (KMNRRERE)

BV BREC D AT AT :

At 31 December 2014

At 31 December 2013

M2014%12/31H R2013F12H31H

HK$'000 & HK$000 F/& T

Not yet due R B 873,404 838,616
Overdue 1-30 days BH1-30K 239,743 214,253
Overdue 31-60 days #EA31-60K 130,519 101,191
Overdue >60 days BHRB0KR 143,847 111,875
1,387,513 1,265,935
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11. TRADE AND BILLS PAYABLES

1. EXREERIRE

At 31 December 2014

At 31 December 2013

R2014%12831H R2013F12H31H

HK$'000 F&T HK$000 &7

Trade payables EEEMNTE 482,710 515,406
Bills payables FREMTE 318,686 486,375
801,396 1,001,781

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

BRI FORE N RE 8 B R ST AT ¢

due dates:
At 31 December 2014 At 31 December 2013
M2014F12A31H M2013%12A31H
HK$'000 T#&7 HK$000 F/& T
Not yet due #3048 394,750 458,408
Overdue 1-30 days BHI-30K 41,069 42833
Overdue 31-60 days #HI31-60K 21,784 6,450
Overdue >60 days @ HR B Be0K 25,107 7,715
482,710 515,406

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

period.
The average credit period on purchase of goods ranges from 30 days to 120

days. The Group has financial risk management policies in place to ensure

that payables are within the credit time frame.
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12. SHARE CAPITAL 12. B
At 31 December 2014

At 31 December 2013

M2014F12H31H R2013F12A31H
No. of shares HK$000 No. of shares HK$'000
ROEE FET BE#E FET
Authorised: EERAE:
At beginning of the year RRFEHRE 1,400,000,000 280,000 1,400,000,000 280,000
The concept of authorised share capital BM2014F3A3BER 2
was abolished on 3 March 2014 EERKES (M)
(Note) (1,400,000,000) (280,000) - -
At the end of the year RREERER . - 1,400,000,000 280,000
At 31 December 2014 At 31 December 2013
H2014F12H31H R2013F12A31H
No. of shares HK$000 No. of shares HK$000
ROEE FET BHHE FET
Issued and fully paid: BETRARRA:
At beginning of the year RREE R 1,203,046,960 240609 1,203,046,960 240,609
Transfer from share premium and capital 1R ER2014F3A38 £
redemption reserve upon abolition of MBEBARED - FERRR
nominal value under the new Hong AERBHEERERELD
Kong Companies Ordinance effective RIE AR (M)
on 3 March 2014 (Note) - 621,602 - -
At the end of the year REFEREH 1,203,046,960 862211 1,203,046,960 240,609

Note: The Hong Kong Companies Ordinance, Cap. 622 (the Ordinance) came into effect on  ff32: E622F & B A 7 &0 (1E6]) R2014F3 A3 &

3 March 2014. Under s.135 of the Ordinance, shares in a company do not have a W ARIBIEGIE 13505 - —FHIA R Z G W EE(E -
nominal value. Accordingly, the concept of authorised share capital is abolished. The IR RABE SR ER - EEESEEARAA
no nominal value regime applies to the Company. Following the transitional provisions A o ARE RG] Z BB S IR & BAR R & ARE [
in the Ordinance, any amount standing to the credit of the share premium account 2 T ERESE H2014F3A38 K AR R A
and capital redemption reserve at the beginning of 3 March 2014 became part of the Rz —8h5 e

Company’s share capital.

The use of share capital from 3 March 2014 is governed by s.149 of the Ordinance. B2014F3A38 8 B ARAZ GO FE 140G E o
However, the application of the amount transferred from share premium account at SR - A2014F3A3HFAMKE A B RM =ERE
the beginning of 3 March 2014 is governed by the transitional provision in s.38 of AZFIAZAEB N R11E38ME 2 BIEMHIERE -

Schedule 11 to the Ordinance.
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MANAGEMENT DISCUSSION & ANALYSIS B EBsimE DT

BUSINESS REVIEW
Overview

In 2014, a year witnessing generally volatile global economy, the textile
industry could not keep itself at bay. Fountain Set (Holdings) Limited
maintained steady growth in financial performance during this financial year,
mainly attributable to its focus on operation and management improvements
including continuous cost reduction and control initiatives to boost operating
profitability. The streamlined management structure and business processes

also led to significant gains in operational efficiency.

The Group is a knitted fabric manufacturer with products mainly marketed
in the U.S., Europe and China, which are supplied to end-buyer customers
primarily consisting of renowned international brands and retailers. The
Group’s production capacity maintained at about 25 million pounds of fabric
dyeing per month which was diversified among four fabric mills in both

China and Sri Lanka.

In the current financial year, the Group has successfully optimized
production allocation to improve the mill utilization. The upgrade of
equipment has leveraged the advantages of the integrated production &
supply chain of knitting, dyeing and printing as well as the feature of rapid
response, in addition to higher efficiency and lower energy consumption.
In respect of lowering controllable costs, the Group has implemented the
following measures: deregistrating inactive or non-profitable companies and
business to reduce administrative costs, integrating the garment business
to reduce operating costs, focusing on high value-added orders to ensure
sufficient orders and greater competitiveness, and further implementing
the methods of energy saving and emission reduction to comply with
the government requirement on environmental protection and reduce
the overall energy consumption of the production mills. These measures
have achieved notable results, enabling the Group to allocate funds to
other appropriate use. Last but not least, the Group has optimized the
work allocation of employees, which helped to improve the management
structure and operation procedure. By clearly identifying the work division
of each department, the execution ability of the overall management was

significantly enhanced.
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Customers

As a fabric manufacturer, the Group’s direct customers are garment factories
which have actual business transactions. At the same time, the Group has
also developed a long-lasting and strong cohesiveness relationship with the
retailers and brand owners since our establishment back in 1969. These
so called “end-buyer” customers are commonly the ones to dictate, select
and negotiate fabric contents, volume and price directly with the Group.
The Group is also committed in developing new and innovative fabric for
our customers with over four-decade of our expertise and craftsmanship
in the circular knitted fabric industry. Our end-buyer customers consist of

renowned international and domestic brands.

Products

The Group has been actively developing and offering a wide range of

knitted fabric under a trademark of “fabric by Fountain Set™” which is a

consolidated brand name of our comprehensive knitted fabric. Our quality

and innovate products include the following:

1. Performance series: “UV-Protection”, “Anti-Mosquito”, “Nano water
and oil repellent”

2. Eco series: organic cotton, complete cotton (made by blending
combing noils and virgin fibers) and original bamboo

3. Moisture management series: our own brands “Invisi.dri™” (with

the ability of picking up moisture from the skin but without showing

“Comforton™”

any “water stain” marks on the fabric surface),

(utilizes the “push-and-pull” method to wick perspiration away),

Dr Dry® and “Sukool™” (powerful finishing provides superior

moisture management); use of patent technology of US Cotton Inc.,

interweaving design of waterproofed cotton and general cotton, as well

as “TransDry”, self developed cotton products with quick moisture
absorption capability

4.  Fresh series: our own brand “ActivFresh™ C, B and S” for odor
management and anti-microbial fabrics

5.  Synthetic series: durable water-repellent (DWR) fleece, and

compression jersey with different stretch performance
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Capital Investment

The Group is committed in continuous investing in infrastructure, machinery
and information systems according to the operation needs and future
development plan. With more than ten mills and factories within the Group,
regular infrastructure maintenance and machinery upgrade are necessary to
ensure continuous improvement in operations. The Group plans to continue
fine-tuning the enterprise resource planning system SAP during 2015. It
is expected that the overall operational efficiency and productivity will be

improved as a result of the full implementation of new system.

Dividend

In view of the financial results and cash flow situation of the Group, the
Board has recommended to pay a final dividend of HK4 cents per share for
the year ended 31 December 2014. The total dividend for the year would
be HK4 cents per share as compared with HK2 cents per share for the year

ended 31 December 2013.
Subject to the approval of Shareholders of the forthcoming annual general

meeting to be held on 24 June 2015, it is expected that the payment of final
dividend will be made on or before 21 July 2015 (Tuesday).
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FINANCIAL REVIEW

The key operating and financial indicators of the Group for the year ended

31 December 2014 are set out below:

Bt %5 [ B8

AEEEE2014F12A31BIEFE 2 FBKE

MIBEZE25MT

2014 2013
20145 20134
Statement of Profit or Loss Items B#EKRER
(All amounts in HK$ thousands unless (BREFRIFERRSINT A £ 58
otherwise stated) BHAFAETIR)
Revenue EER 6,891,133 6,942,807
Gross Profit EF 714,817 754,637
EBITDA BT E R A A 363,665 375,546
Profit for the year E=FEEAF 95,761 100,688
Profit attributable to owners of the Company N2 &1 A A FE15 & 7 90,590 91,304
Basic earnings per share (HK cents) FREREF GBI 7.5 7.6
Key Financial Ratios FTEHHEEE
Profitability ratios B FIEEL HEE
Gross profit margin (%) EFE(%) 10.4% 10.9%
EBITDA margin (%) BT E & #5H A B R (%) 5.3% 5.4%
Expenses as a % of revenue B & FEELE
Distribution and selling expenses DHENHEEERR 2.5% 2.6%
Administrative expenses THER 6.4% 7.5%
Finance costs BE R 0.5% 0.5%
Asset efficiency BENE
Inventory turnover period (days) FERAEH (/) 77 97
Trade and bills receivables B R R MRE
turnover period (days) A (H) 73 67
Trade and bills payables EENERENRIA
turnover period (days) A (H) 47 59
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At At
31 December 2014 31 December 2013
A2014%12H31H 2013 12A31H

Asset ratios BERLE

Current ratio MBI E 1.9 1.9

Net debt/EBITDA ratio FER BRI E RS AT

= 0.1 0.5
Revenue L
The Group's revenue for the year ended 31 December 2014 amounted to S B & £2014F 128318 It FE ML £ 5EE
HK$6,891,133,000 (2013: HK$6,942,807,000). 6,891,133,000/ JT (20134 : 6,942,807,000/8
JC) °

Revenue by business segments S P E T ]

Production and Sales of Dyed Fabrics,

FY2014 Sewing Threads and Yarns
2014814 B R S o A RIS R
Production and Sales of Garments
BIE RIHEKK

85.9%

In current year, the Group's core business, production and sales of dyed RAFE EBZLEHB - ELHEERH -
fabrics, sewing threads and yarns, generated revenue of HK$5,918,787,000 4 4] 4% K 40 1) % 3£ %8 3% 55,918,787,000/8 7T
(2013: HK$5,976,440,000), accounted for 85.9% (2013: 86.1%). Revenue (20134 : 5,976,440,000/% 7t ) " 1685.9% (2013
from production and sales of garments was HK$972,346,000 (2013: F :86.1% ) - HEREER XKWL X£EE A
HK$966,367,000), accounted for 14.1% (2013: 13.9%) of the Group’s total ~ 972,346,000/% 7t (20134 : 966,367,000 T ) -

revenue. (REBEEBBEENLL1% (20135 :13.9%) °
Cost of Sales and Gross Profit HEK A K EF

For the year ended 31 December 2014, overall cost of sales of the Group (B & Z2014F12 A31H It F/E 2 BEHE KA
amounted to HK$6,176,316,000 (2013: HK$6,188,170,000) and overall 56,176,316,0007 7T (20134 : 6,188,170,0005
gross profit margin was 10.4% (2013: 10.9%). JC) BEEFRAE10.4% (2013F :10.9% ) °
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Distribution and Selling Expenses

For the year ended 31 December 2014, the Group’s overall distribution
and selling costs approximately amounted to HK$171,917,000 (2013:
HK$182,787,000), accounted for 2.5% (2013: 2.6%) of the Group's total

revenue.

Administrative Expenses

For the year ended 31 December 2014, the Group’s overall administrative
expenses approximately amounted to HK$440,515,000 (2013:
HK$518,103,000), accounted for 6.4% (2013: 7.5%) of the Group’s total

revenue.

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

For the year ended 31 December 2014, the Group’s EBITDA approximately

amounted to HK$363,665,000 (2013: HK$375,546,000) and the EBITDA
margin was 5.3% (2013: 5.4%).

Finance Cost

For the year ended 31 December 2014, the Group’s finance costs
approximately amounted to HK$34,983,000 (2013: HK$36,419,000),
represented 0.5% (2013: 0.5%) of the Group's total revenue.

Capital Expenditure

During the year under review, the Group invested approximately
HK$129,249,000 (2013: HK$132,227,000) in additions of property, plant
and equipment, other intangible assets and prepaid lease payments. The

Group expects the capital expenditure for the next financial year will be

approximately HK$180,000,000.

Income Tax Expense/Credit

For the year ended 31 December 2014, income tax expense of the
Group approximately amounted to HK$28,068,000 (2013: credit of
HK$14,290,000).
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Profit for the year

For the year ended 31 December 2014, profit attributable to owners of the
Company was HK$90,590,000 (2013: HK$91,304,000) and corresponding
profit margin was 1.3% (2013: 1.3%).

Inventory

The Group’s inventory approximately amounted to HK$1,301,897,000
(2013: HK$1,636,772,000) as at 31 December 2014. The inventory
turnover period was 77 days, a decrease of 20 days compared with 97 days

in 2013.

Trade and Bills Receivables

At 31 December 2014, the Group's trade and bills receivables amounted to
HK$1,387,513,000 (2013: HK$1,265,935,000). Trade and bills receivables
turnover period was 73 days, an increase of 6 days compared with 67 days

in 2013.

Trade and Bills Payables

At 31 December 2014, the Group’s trade and bills payables amounted to
HK$801,396,000 (2013: HK$1,001,781,000). Trade and bills payables
turnover period was 47 days, a decrease of 12 days compared with 59 days

in 2013.
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Liquidity and Financial Resources BRI NTHER

At 31 December 2014, the Group's net assets amounted to approximately MR 2014 12H31 8 £ B B EZE 4
HK$3,325,623,000 (2013: 3,278,647,000). The key figures of financial — 3,325,623,000/% T (20134 : 3,278,647,000/%
position were as follows: JC) c SRR EZE R T ¢

At At
31 December 2014 31 December 2013
A2014%12H31H M2013F12A31H

HK$'000 F¥ET HK$'000 F#C
Non-current assets ERBEE 1,789,197 1,867,767
Current assets mENEE 3,776,536 4,264,878
Total assets EEME 5,565,733 6,132,645
Current liabilities e 8 fE 1,957,936 2,271,639
Non-current liabilities FEnsamE 282,174 582,359
Total liabilities aERE 2,240,110 2,853,998
Net assets EEFE 3,325,623 3,278,647

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

borrowings.
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At 31 December 2014, the principal financial covenant figure/ratios

M2014%F12A310 T ENH KR YEE X

(according to the banks’ definitions) were as follows: (BBEB|ITHER) LT :
At At
31 December 2014 31 December 2013
A2014%12H31H 20134 12H31H
Consolidated tangible net worth BEFBEMEE HK$2,977,470,000 HK$2,920,523,000
Consolidated total bank debt to MAERIRITTEEY
consolidated tangible net worth A FaEREELD 0.3 0.5
Consolidated EBITDA to A BRLYTE R AR
consolidated interest expense AT B H A 10.4 10.3
Consolidated current assets to AR EEY
consolidated current liabilities RAEREAELD 1.9 1.9
Consolidated capital expenditure HRAEEARAX HK$129,249,000 HK$132,227,000

As at 31 December 2014 and 2013, the Group had complied with all

financial covenant figure/ratios.

Risk Management

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 RMB. Since the Group
mainly produces in China, thus we are exposed to foreign exchange
risk arising from RMB exposure. As a result of People’s Bank of China
announcing the wider of RMB trading band and the recent strong USD
trend, the Group has reduced the proportion of foreign currency hedging
using forward contracts, and will review the foreign currency hedging

strategy as appropriate in order to mitigate the foreign currency risk.
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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. Despite the slow recovery of the global economy in current year, it is
expected that US interest rates may rise in the second half of coming year.
The Group will continue monitor the interest rates fluctuation in the market
and arrange appropriate financial instruments to minimize the interest rate

risk.

EMPLOYEES AND REMUNERATION POLICIES

At 31 December 2014, the Group had approximately 11,600 full time
employees (2013: 12,800). The Group’s emolument policies are formulated
on the performance of individual employee and on the basis of the salary
trends in various regions, and are reviewed regularly. Subject to the Group’s
profitability, the Group may also distribute discretionary bonus to its

employees as an incentive for their contribution to the Group.

The Group has established a share option scheme for its employees, and
also provides regular training courses and subsidies for continuing education
so as to improve the skills of its employees with respect to production, selling

and management.

OUTLOOK

Despite the uncertainties ahead, the ongoing global recovery is to
substantiate our macro proposition on a positive business environment in
2015. The Board and the management believe that the Group’s marketing
strategy and the above operational measures can play a positive role in the
long-term business development and continuous efficiency improvement, so
that the Group can enjoy higher profitability, stable financial position and a

solid foundation for better performance.
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CORPORATE GOVERNANCE CODE

Throughout the year from 1 January 2014 to 31 December 2014 (the “Year”),
the Company has consistently adopted and complied with all the applicable
code provisions of the Corporate Governance Code (the “CG Code”) as set out
in Appendix 14 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) (the “Listing Rules”),
except for the deviations as disclosed in this announcement, as guidelines to
reinforce our corporate governance principles.

From 21 March 2014 to 13 November 2014, Madam LI Lan undertook both
roles of Chairman and Chief Executive Officer (the “CEQ”) of the Company,
details of which were set out in the announcement dated 21 March 2014.
Besides, with effect from 23 January 2015, the Chairman and Executive
Director of the Company, Mr. ZHAQO Yao, takes up the position of CEO of
the Company, details of which were set out in the announcement dated
23 January 2015. This deviates from Code Provision A.2.1 of the CG Code
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.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix 10 of the Listing Rules (the
“Model Code”) as its own code of conduct regarding directors’ securities
transactions. Having made specific enquiries of all Directors, the Company
confirmed that all Directors had complied with the required standards set
out in the Model Code throughout the Year.

ANNUAL GENERAL MEETING

It is proposed that the annual general meeting of the Company will be held
on 24 June 2015 (Wednesday) (the “AGM”). The notice of the AGM will
be dispatched to the shareholders of the Company and available on the
websites of the Company and the Stock Exchange in due course.

CLOSURE OF REGISTER OF SHAREHOLDERS
In relation to the AGM

The Register of Shareholders of the Company will be closed from 22 June
2015 (Monday) to 24 June 2015 (Wednesday) inclusive, during which
no transfer of shares will be registered. In order to qualify for attending
and voting at the AGM, all transfers accompanied by the relevant share
certificates must be lodged with the Company’s registrar, Tricor Secretaries
Limited at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong
for registration, not later than 4:30 p.m. on 19 June 2015 (Friday).
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In relation to the proposed final dividend

Conditional on the passing of the resolution approving the declaration of the
final dividend by the shareholders in the AGM, the Register of Shareholders
of the Company will be closed from 6 July 2015 (Monday) to 8 July 2015
(Wednesday) inclusive, during which no transfer of shares will be registered.
In order to qualify for the proposed final dividend, all transfers accompanied
by the relevant share certificates must be lodged with the Company's
registrar, Tricor Secretaries Limited at Level 22, Hopewell Centre, 183
Queen’s Road East, Hong Kong for registration, not later than 4:30 p.m. on

3 July 2015 (Friday).

PURCHASE, SALE OR REDEMPTION OF SECURITIES

During the Year, neither the Company nor any of its subsidiaries had

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

AUDIT COMMITTEE REVIEW

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 1
Non-Executive Director and 2 Independent Non-Executive Directors of the
Company, and 1 of the Independent Non-Executive Directors acts as the
Chairman of the Audit Committee. The Audit Committee has reviewed the
audited final results and the system of internal control of the Company for

the Year.

PUBLICATION OF 2014 FINAL RESULTS AND ANNUAL
REPORT

This results announcement is published on the websites of the Company
(www.fshl.com) and the Stock Exchange (www.hkex.com.hk). The 2014
annual report containing all the information required by the Listing Rules
will be dispatched to the shareholders of the Company and available on the

websites of the Company and the Stock Exchange in due course.
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