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GROUP PROFILE

About Fountain Set (Holdings) Limited (the “Company”) and its subsidiaries (the “Fountain Set Group”)
(Stock Code: 00420.HK)

One of the world’s largest and long-established fabric manufacturers, the Fountain Set Group produces knitted fabric and garments
through vertically integrated operations in fabric knitting, dyeing, printing, finishing and garment manufacturing, for many of the
renowned apparel retailers and brands.

As a strong believer of research and development, we collaborate with brands and suppliers to develop innovative and creative fabric
and garment products to consumers all over the world. Headquartered in the Hong Kong Special Administrative Region (“Hong
Kong”) and listed on The Stock Exchange of Hong Kong Limited, the Fountain Set Group has 8 production facilities in the People’s
Republic of China (the “PRC”), Sri Lanka and Indonesia, with marketing and representative offices in 4 countries and a global staff
force of close to 8,800 strong.

Chinatex Corporation Limited, a wholly-owned subsidiary of COFCO Corporation, has become the largest shareholder of the
Company since 2012. COFCO Corporation is a state-wholly-owned enterprise established in the PRC and a direct wholly-owned
subsidiary of the State-owned Assets Supervision and Administration Commission of the State Council of the PRC.

To learn more about Fountain Set (Holdings) Limited, please visit www.fshl.com
To learn more about Chinatex Corporation Limited, please visit www.chinatex.com
To learn more about COFCO Corporation, please visit www.cofco.com
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

PR BEERERRE

|IBDO

TO THE BOARD OF DIRECTORS OF FOUNTAIN SET (HOLDINGS) LIMITED
(incorporated in Hong Kong with limited liability)

INTRODUCTION

We have reviewed the interim condensed consolidated financial statements set
out on pages 3 to 33 which comprise the condensed consolidated statement
of financial position of Fountain Set (Holdings) Limited and its subsidiaries
(collectively referred to as the “Group”) as of 30 June 2019 and the related
condensed consolidated statement of profit or loss and other comprehensive
income, condensed consolidated statement of changes in equity and
condensed consolidated statement of cash flows for the six-month period then
ended, and a summary of significant accounting policies and other explanatory
notes (the “interim condensed consolidated financial statements”). The 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 the interim condensed consolidated financial
statements in accordance with HKAS 34. Our responsibility is to express a
conclusion on the interim condensed consolidated financial statements 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 inquiries, 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
R B ERERRE

CONCLUSION el

Based on our review, nothing has come to our attention that causes us to  RIEATTZEH  A/TWE I IV FHEE A
believe that the interim condensed consolidated financial statements is not TABE RIS AG A BHEERRAANESEAIE

prepared, in all material respects, in accordance with HKAS 34. BIBEBE A G ERFEMRHER -
BDO Limited BRI EERRETMELFAARAR
Certified Public Accountants BESEAD

Chow Tak Sing, Peter BAE

Practising Certificate Number P04659 3 B E R P04659

Hong Kong, 22 August 2019 EE > 20198 A22H
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
GRS EE R EtEERER

(Unaudited)
(REER)
Six months ended 30 June
B Z6A30H L6/ A
2019 2018
Notes i+ HK$000 F&T HK$'000 F& T
Revenue EEE 4 3,388,393 3,760,117
Cost of sales 55 & A AR (2,971,489) (3,392,098)
Gross profit EF 416,904 368,019
Other revenue Hap g A 32,013 33,479
Other gains and losses H bz & B8 (24,235) 12,566
Distribution and selling expenses D NIEEER (72,509) (94,602)
Administrative expenses TEREBR (217,720) (219,737)
Finance costs & AR 5 (19,476) (12,982)
Share of profit of an associate JEAE — B R R 2 AT 286 442
Profit before income tax expense B TS B AT &2 7 115,263 87,185
Income tax expense Fris iz i 6 (24,666) (18,532)
Profit for the period EHE AT 7 90,597 68,653
Profit for the period attributable to: e = EIR AR
Owners of the Company ZIN/NEIEZZ N 82,685 63,754
Non-controlling interests JEE R M = 7,912 4,899
90,597 68,653
HK cents il HK cents &l
Earnings per share BlRAT
- Basic —HK 9 6.8 5.3
~ Diluted —#E 9 6.8 5.3
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
GRS EE R EtEERER

(Unaudited)
(REEX)
Six months ended 30 June
B Z6H30H LL6/E A

2019 2018
Note fifit  HK$’000 T 7% T HK$'000 F& T

Profit for the period EHE AT 7 90,597 68,653

Other comprehensive income, net of tax ~ E 2 mE U S (A&HBRFIE)

ltem that may be reclassified HigrgEmorEsEay

subsequently to profit or loss: HA :

Exchange differences arising on REBINEREEZ

translation of foreign operations IE W ZE58 (2,022) 1,985

Other comprehensive income EHREEM 2K E

for the period (2,022) 1,985
Total comprehensive income EHEeEkEEE

for the period 88,575 70,638
Total comprehensive income for the e EEEmKERE:

period attributable to:

Owners of the Company ViN/NETEZ =N 81,420 64,802

Non-controlling interests JEIE R M = 7,155 5,836

88,575 70,638
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
ERZRE M BRI E

(Unaudited) (Audited)
(REEERZ) (fe®Z)
At 30 June At 31 December

MA6H30H M12H31H
2019 2018

Notes [fti ~ HK$’000 F & T HK$'000 F&T

Non-current assets kRBEE
Investment properties "EYE 53,920 55,841
Property, plant and equipment M s MR E 10 1,487,403 1,556,139
Right-of-use assets FREEE 11 262,110 -
Prepaid lease payments TR HEERIAE
— non-current portion —IER BB - 94,025
Other intangible assets HithEmER EE 13,568 15,075
Interest in an associate RN—EBE AR 2 ER 20,187 19,901
Deferred tax assets RIEFIBE E 45,107 30,725
1,882,295 1,771,706
Current assets REBEE
Inventories BE 12 1,466,746 1,479,107
Trade and bills receivables BN EE NS 13 1,293,166 1,236,970
Prepayments, deposits and other FENFIE - He &
receivables H At e W RIR 13 144,361 179,425
Prepaid lease payments M HEERE
— current portion —mEEH - 2,599
Tax recoverable AT Y 3] £ 18 3,445 5,070
Restricted bank deposits ZREBITER 9,884 13,981
Short-term bank deposits HHEIRITER 119,023 76,856
Bank balances and cash SRITEESBR MRS 815,555 898,810
3,852,180 3,892,818
Current liabilities RBAE
Trade and bills payables EERERENRIE 14 812,058 770,819
Other payables and accruals Hab B ERT & A 14 248,534 206,277
Contract liabilities EHEE 18,165 17,834
Lease liabilities — current portion HEaE-—Re:BMHm 25,442 -
Amounts due to non-controlling IR IEVE R A% R RRIR
shareholders 80,100 80,100
Amount due to an associate R —E & R B FRIE 7,687 4,269
Deferred income — current portion LA — R B 1,622 1,622
Tax payable FEBEIE 27,533 20,505
Bank borrowings — due within one year ~ $R1TEE —— 4 R 2 Hf 15 374,641 495,707
1,595,782 1,687,133
Net current assets REBEEZFE 2,256,398 2,205,685

Total assets less current liabilities EEHERABERS 4,138,693 3,977,391
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
SRS M BRI &

(Unaudited)
(RRBEZ)

At 30 June

A6H30H

2019

Notes f15+  HK$'000 F & T

(Audited)
(%)

At 31 December
MW12A31H
2018

HK$'000 F&T

Non-current liabilities kRBEE
Deferred income — non-current portion RIEW A — FETEN RS 56,557 57,367
Bank borrowings — due after one year RITIEE — —FRIH 15 352,319 302,806
Lease liabilities — non-current portion HEaE - ERFAH 175,741 -
Deferred tax liabilities BELEMIEAE 15,647 15,973
600,264 376,146
Net assets EEFE 3,538,429 3,601,245
Capital and reserves BEAXRFHE
Share capital fi&% 7R 16 886,738 865,716
Other reserves H MG 2,476,102 2,567,084
Equity attributable to owners of RARHAE ANEGER
the Company 3,362,840 3,432,800
Non-controlling interests IEIE AR A T 175,589 168,445
Total equity EFBE 3,538,429 3,601,245
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
RS EREE R

Attributable to owners of the Company

ANREEAER
Share Non-
Share  Translation options  Statutory  Retained controlling Total
capital reserve r;;eng reserves  earnings Total interests equity
K
Bx  ERRE s EERE  BEEA BB FERER ERAE
HKS000  HKS000  HK$000  HKS000  HK$000  HK$000  HK$'000  HKS000
A7 7Ex Az A7 FEx Az A7 FEx
At 1 January 2019 as originally R019F1A1E - BR %2
presented (audftec) (@77 ‘ 865716 (47,400 2597 89382 2522505 3432800 168445 3,601,245
Iital appiication of HKFRS 16 MiERARH AT LR 165
note 3) (Hr3) - 8 - - (o4d07) (24379 (1) (242390
Restated balance at 1 January 2019 72019110 2 (£ 45 865,716 (47,372 2,597 89,382 2,498,098 3,408,421 168,434 3,576,855
Exchange differences arising on BEENEBEL ERES
translation of foreign operations - (1,265) - - - (1,265) (757) (2,022)
Prolfit for the period RERET - - - - 82,685 82,685 7912 90,597
Total comprehensive income B 4ppe A T Iy >4 4
for the period EIREENRAR - (1,265) - - 82,685 81,420 7,155 88,575
Equity-settled share-based IERZEENRG BER N
payments - - 133 - - 133 - 133
Exercise of share options TERRE 21,022 - (1,826) - - 19,196 - 19,196
Dividend recognised as distribution ~ EBAADEZRE - - - - (146,330)  (146,330) - (146,330)
Transfer from retained eamings to -~~~ MRGERFFRE R T RE
statutory reserves \ - - - 555 (555) - - -
Transfer from share options mEREREREZREEN
reserve to retained earnings - - (30) - 30 - - -
At 30 June 2019 (unaudited) 12019567308 (REEH) 886,738 (48,637) 874 89,937 2433928 3,362,840 175,589 3,538,429
Attributable to owners of the Company
RRAERAER
Share Non-
Share  Transhation options Statutory Retained controling Total
capital feserve fesrve feseves - eamings Total interests  equity
BA EXGE BRERE  EEEE  ZREY B8 FERER  BEEE
HKSU00  HKSUOO  HKS000  HKSO00  HKSOOO  HKSUOO  HKSUOD  HKSUOD
FET FET FET FET FET FET TET FET
At 1 January 2018 (audited) N2018F1A1H ( %%%@) 865,716 (39.873) - 82590 2493828 3,402,261 154,115 3,556,376
Exchange differences arising on BEENEREEL
franslation of foreign operations ERER - 1,048 - - - 1,048 937 1,985
Profit for the period REREH - - - - 63,754 63,754 4,899 68,653
Total comprehensive income forthe 22 EMFHBE
period - 1,048 - - 63,754 64,802 5,836 70,638
Eouity-settled share-based payments A& £ UL B A BETE 2 31 - - 1220 - - 1220 - 1220
Dividend recognised as distribution 2R &2 RS - - - - (15328 (125329 - (1539
Trangfer from statutory reserves to - BAE FEREZRFRT
retained earnings - - - (324) 324 - - -
At 30 June 2018 (unaudited) 2018564308 (KEE%) 865,716 (38,825) 1,220 82,206 2432583 3,342,960 159,951 3,502,911
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

ERRERERER

(Unaudited)
(RBEZ)

Six months ended 30 June
HZ=6H30H 618 A

2019 2018
HK$’000 F#x  HK$'000 T/&7T

Net cash from operating activities EIEIHB MRS FE 221,091 8,787
Net cash used in investing activities: REIBEFAMIRSFE:
Purchases of property, plant BEYE SRR
and equipment (43,295) (128,395)
Other investing cash flows HEpEEzRERE 10,828 12,007
(32,467) (116,388)
Net cash (used in)/generated from BEIEE (FTA),FTEH
financing activities: REFE:
New bank borrowings raised MEEZRTEE 742,590 868,603
Repayment of bank borrowings BERITEE (814,558) (508,349)
Dividends paid B A (146,330) (125,323)
Repayment of principal portion of the EEHEEE RSN
lease liabilities (10,408) -
Payment of interest portion of the X NEEBEZFNEE N
lease liabilities (5,173) -
Other financing cash flows HU@E s RERE 4,685 (11,594)
(229,194) 223,337
Net (decrease)/increase in cash and RehkFRHEEEBEEN
cash equivalents CRA) /g E (40,570) 115,736
Cash and cash equivalents at beginning R EFFARFHIRE X
of the period : FIR&IER 975,666 849,601
Effect of exchange rate changes on cash [EXREBHIRE K
and cash equivalents ERRESEHNTE (518) 313
Cash and cash equivalents at end REHEKERNE e R
of the period ERIIFLER 934,578 965,650
ANALYSIS OF THE BALANCES OF ReERERAREEBLETFHN
CASH AND CASH EQUIVALENTS: D
Short-term bank deposits RERIRTTIE K 119,023 144,760
Bank balances and cash IRITAEBREIRE 815,555 820,890

934,578 965,650
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR EMBRRME

GENERAL INFORMATION

The Company is a public limited company incorporated in Hong Kong
and its issued shares are listed on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). The addresses of the registered office and
the principal place of business of the Company are Block A, 6/F., Eastern
Sea Industrial Building, 29-39 Kwai Cheong Road, Kwai Chung, New
Territories, Hong Kong.

The financial information relating to the year ended 31 December 2018
that is included in this Interim Report 2019 as comparative information
does not constitute the Company’s statutory annual consolidated financial
statements for that year but is derived from those financial statements.
Further information relating to these statutory financial statements required
to be disclosed in accordance with section 436 of the Companies
Ordinance (Cap. 622 of the Laws of Hong Kong) (the “Companies
Ordinance”) is as follows:

The Company has delivered the financial statements for the year ended
31 December 2018 to the Registrar of Companies as required by section
662(3) of, and Part 3 of Schedule 6 to, the Companies Ordinance.

The Company’s independent auditor has reported on those financial
statements. The independent auditor’s report was unqualified; did not
include a reference to any matters to which the independent auditor drew
attention by way of emphasis without qualifying its report; and did not
contain a statement under sections 406(2), 407(2) or (3) of the Companies
Ordinance.

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 (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”).

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been prepared
under the historical cost basis. These condensed consolidated financial
statements have been prepared with the same accounting policies
adopted in the 2018 annual financial statements, except for those that
relate to new standards or interpretations effective for the first time for
periods beginning on or after 1 January 2019.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

3. FEEHEE(B)
RARHEEE AEECEXEA T HE
BT A EMI N ALBE2019F1 A1H
FE 2 BT 8 A i 2 5 aT M AE s T8I

3. PRINCIPAL ACCOUNTING POLICIES (continued)

In the current interim period, the Group has applied, for the first time, the
following new and revised standards, amendments and interpretations
issued by the HKICPA, which are effective for the Group’s financial year

beginning on 1 January 2019.

Hong Kong Financial Reporting
Standard (“HKFRS”) 16

HK(FRIC) —

Interpretation 23

Annual Improvements to
HKFRSs 2015-2017 Cycle

Annual Improvements to
HKFRSs 2015-2017 Cycle

Annual Improvements to
HKFRSs 2015-2017 Cycle

Annual Improvements to
HKFRSs 2015-2017 Cycle

Amendments to HKAS 28

Amendments to HKAS 19

Amendments to HKFRS 9

Leases

Uncertainty over Income Tax
Treatments

Amendments to HKAS 23,
Borrowing Costs

Amendments to HKAS 12,
Income Taxes

Amendments to HKFRS 3,
Business combinations

Amendments to HKFRS 11,
Joint arrangements

Long-term Interests in Associates
and Joint Ventures

Plan Amendment, Curtailment or

Settlement

Prepayment Features with Negative
Compensation

The impact of the adoption of HKFRS 16 Leases has been summarised
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below. The other new and revised standards, amendments and
interpretations that are effective from 1 January 2019 did not have any
significant impact on the Group’s accounting policies.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

PRINCIPAL ACCOUNTING POLICIES (continued)
HKFRS 16 - Leases

(i) Impact of the adoption of HKFRS 16

HKFRS 16 brings significant changes in accounting treatment for lease
accounting, primarily for accounting for lessees. It replaces HKAS 17
Leases (‘HKAS 17"), HK(IFRIC)-Interpretation 4 Determining whether
an Arrangement contains a Lease, HK(SIC)-Interpretation 15 Operating
Leases-Incentives and HK(SIC)-Interpretation 27 Evaluating the Substance
of Transactions Involving the Legal Form of a Lease. From a lessee’s
perspective, almost all leases are recognised in the statement of financial
position as right-of-use assets and lease liabilities, with the narrow
exception to this principle for leases which the underlying assets are
of low-value or are determined as short-term leases. From a lessor’s
perspective, the accounting treatment is substantially unchanged from
HKAS 17. For details of HKFRS 16 regarding its new definition of a lease,
its impact on the Group’s accounting policies and the transition method
adopted by the Group as allowed under HKFRS 16, please refer to
sections (i) to (v) of this note.

The Group has applied HKFRS 16 using the modified retrospective
approach and recognised all the cumulative effect of initially applying
HKFRS 16 as an adjustment to the opening balance of retained earnings at
the date of initial application (1 January 2019). The comparative information
presented in 2018 has not been restated and continues to be reported
under HKAS 17 and related interpretations as allowed by the transition
provision in HKFRS 16.

The following table summarised the impact of transition to HKFRS 16
on the condensed consolidated statement of financial position as of 31
December 2018 to that of 1 January 2019 as follows (increase/(decrease)):

EEETBE (F)
ERMBREEASEI6H AR
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BERBLRZES) REFIMBELHR
LREHE AL (ElREZES) -2
BEIRELHE-EBEREL (CEARE
Z89) —REFRMESREEERT
ANRZAE -RABRAME  ZEFHAAEH
EXHRMHINRARNERSEREEERE
SafE EFLBHME (HBEERKER
HWETE AR REE) AT 2B T I RA
BEEAME  SrtRIERBTEGTEAE
173 RBARR - BB U HREEAE16
BHMEZHER HEAKESHERZ
FERNEBERNE B ERE LR FE 1657
AR EBRTTEZ 15 F2HAM TS

(EIVETE

AEBECERKETENERAT BN
s ERIZEA165E R A Hia B A BB S
A F165 2 PrE Rt & EHRS/NIIAE
A A H (20191 A1 B ¥R F &N B4
PR AR -N2018F 2 2 L RER A BE
5 WHEEREE B EREITHERER
PR ERE R 165R 2 EB IR PR Z
HEREER-

TR B E 2= B8 B %R & 2RI 1658
HH E2018F 12 A31H £2019F1 A1 2
MG AY BRI RZEZE (N, R
D))

At 31 December Effect of At 1 January
2018 under adoption of 2019 under
HKAS 17 HKFRS 16 HKFRS 16
REEHBEH RMERMBE RETBHERS
BRFETH  HERE16RMN % B 55165
R2018F12H31H g€  R2019%1718
HK$'000 T/ T HK$'000 Fi&ET HK$'000 FE T
Right-of-use assets FREEE - 259,061 259,061
Prepaid lease payments - non-current portion BRAEHE - ERB IO 94,025 (94,025) -
Prepaid lease payments - current portion BRAERE - REHH 2,599 (2,599) -
Deferred tax assets BERIERE 30,725 8,124 38,849
Lease liabiliies - non-current portion HEAE - ERHH N - 176,120 176,120
Lease liabilties - current portion HEERE - RHHH - 18,831 18,831
Retained earnings BEEF 2,522,505 (24,407 2,498,098
Translation reserve B fHE (47,400) 28 (47,372)
Non-controling interests IR ER 168,445 (11) 168,434
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

3. PRINCIPAL ACCOUNTING POLICIES (continued)

HKFRS 16 - Leases (continued)

(i) Impact of the adoption of HKFRS 16 (continued)

The following reconciliation explains how the operating lease commitments
disclosed applying HKAS 17 at the end of 31 December 2018 could be
reconciled to the lease liabilities at the date of initial application recognised
in the condensed consolidated statement of financial position as at 1

R AR & M RS R R Y RE ()

3. FEEHEE(B)
ERMBRELRFI6E-HE (B)
(i) FRAEBHBEREERFEIGHEZE
(&)
THE R A ER S AL ERE1 75T
FER2018F 12 A31 H e ik by 2 ‘& i@ fl G kiE
LAl AT LA BRA2019551 A1 B 2 FRR4R B B 7%
MARANERZRYRERBRE HESE

January 2019: HEITHER
Reconciliation of operating lease commitments EEREREEAEAEZHE HK$'000
to lease liabilities FHET
Operating lease commitments as at 31 December 2018 R2018F12 A31H 2 & ETH & & iE 292,331
Less: short-term leases for which lease terms end within A A EHIR2019F12 A31H A
31 December 2019 TR EE (4,043)
Less: contract signed in 2018 but commenced in 2019 A R2018F FET HER2019F s 2 & 49 (8,192
Less: other adjustments R HA (1,840)
Less: leases of low-value assets woREBEEECRE ®)
Less: future interest expenses B AR IRF B A (83,297)
Add: finance lease liabilities as at 31 December 2018 b R2018F12 A3 B 2 I HEAE -
Total lease liabilities as at 1 January 2019 20191 A1H 2 E B ELRE 194,951

The weighted average of the incremental borrowing rates applied to lease
liabilities recognised in the condensed consolidated statement of financial

position as at 1 January 2019 is 5.22%.

(i) New definition of a lease

Under HKFRS 16, a lease is defined as a contract, or part of a contract,
that conveys the right to use an asset (the underlying asset) for a period of
time in exchange for consideration. A contract conveys the right to control
the use of an identified asset for a period of time when the customer,
throughout the period of use, has both: (a) the right to obtain substantially
all of the economic benefits from use of the identified asset and (b) the right

to direct the use of the identified asset.

R2019%1 A1 8 E AR EERRLR A Bk
NEANERZAER G Z METFESER
F R 55.22% °

i) HEZHEE

REEBVHHREEF 165 HERES
—MEHNHANZ 8D BEEBEN R
BRAER -REE (HBEEE) 2 ERE
BERRE-EEPREEERHEANYG: @F
REERD A EERSET A LHER S
RoBEENMEAE#REE Az 08
FAN—BEERAENERZESREEL
‘A

For a contract that contains a lease component and one or more additional pEE—HEEAKIS K—BHZLIBREIN

lease or non-lease components, a lessee shall allocate the consideration
in the contract to each lease component on the basis of the relative stand-
alone price of the lease component and the aggregate stand-alone price
of the non-lease components, unless the lessee applies the practical
expedient which allows the lessee to elect, by class of underlying asset,
not to separate non-lease components from lease components, and
instead account for each lease component and any associated non-lease

components as a single lease component.

HESIFFEEAK ML 2N E - AHEA
AR BN D 2 HREEBERKIFEE
ARE D 2 EBEREERSNANZIRED
REXHEEMAKRE D BRIFABEARBATT
BEE BRI AEANRIBREE ZERE
B IFREAMNK D R EAKED 75
R - B 1 o & TH B 4B A BB 0 B AR AT A B 3F
HEEKTORRE—HEAKID -



(EN  Fountain Set (Holdings) Limited Interim Report 2019

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

PRINCIPAL ACCOUNTING POLICIES (continued)
HKFRS 16 - Leases (continued)

(iij) Accounting as a lessee

Under HKAS 17, a lessee has to classify a lease as an operating lease or
a finance lease based on the extent to which risks and rewards incidental
to ownership of a lease asset lie with the lessor or the lessee. If a lease is
determined as an operating lease, the lessee would recognise the lease
payments under the operating lease as an expense over the lease term.
The asset under the lease would not be recognised in the condensed
consolidated statement of financial position of the lessee.

Under HKFRS 16, all leases (irrespective of they are operating leases
or finance leases) are required to be capitalised in the condensed
consolidated statement of financial position as right-of-use assets and
lease liabilities, but HKFRS 16 provides accounting policy choices for an
entity to choose not to capitalise (i) leases which are short-term leases
and/or (ii) leases for which the underlying asset is of low-value. The Group
has elected not to recognise right-of-use assets and lease liabilities for
low-value assets and leases for which at the commencement date have a
lease term less than 12 months. The lease payments associated with those
leases have been expensed on straight-line basis over the lease term.

The Group recognised right-of-use assets and lease liabilities at the
commencement date of leases.

Right-of-use asset

The right-of-use asset should be recognised at cost and would comprise:
() the amount of the initial measurement of the lease liability (see below
for the accounting policy to account for lease liability); (i) any lease
payments made at or before the commencement date, less any lease
incentives received; (iii) any initial direct costs incurred by the lessee and
(iv) an estimate of costs to be incurred by the lessee in dismantling and
removing the underlying asset to the condition required by the terms
and conditions of the lease, unless those costs are incurred to produce
inventories. The Group measures the right-of-use asset at cost, less any
accumulated depreciation and any impairment losses, and adjusted for any
remeasurement of lease liability.

EEETBE (F)
ERMBREEAEI6% AR (A)
i) 1ERBHNZ B BE %

RBBGHERFEI7H ABARRE L
BAZSABRAFRERSTREEEERAZ
ZREBMEHIEE  HHESEREENR
ERMBHE - WHERERZEHE A
EBAKERESERER N ZHENRAR
HERZXH -HEBR N ZEEK T ERE
HAZ EREEMBIRR R NIER -

REFBMBRELERF6W MEHRE
(TareEHERMKAE) BARERE
BUBHARKRANENMEAEREEEREE
BE HEEVBREEREISES —HE
BRERHSHABERER WEETEXLOE
HEEHER L(IEHEEREEBEZ
HE -AEECEETHEEEEELHEE
(TREHNFSR A BRD2(E A ) #ERE A
EEMIERE BZSFHERMIHEEN
RENBEERRNRERAHE

AEBENEE 2 B RRRAEREEER

EREEE

EREEERZKARER WEHE: (HER
BzFtESR (R TXHEERBAR

GETHER)  (WFR B ZAER Z
EREEMNK BERESRZEERS:
(i E RN A 2 AR AR 2 B AAN R (iv)
HARFER RBREEEENREZHER
KNG BT AR TE 2 AR BB R T B A 2 il At K
K BRIERERATIRAEEFEMEL A
BRI REHTE RMEMBERSK
SHEERREE YHEHMTEZEMNEE
BEETAR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

PRINCIPAL ACCOUNTING POLICIES (continued)
HKFRS 16 - Leases (continued)

(iij) Accounting as a lessee (continued)

Right-of-use asset (continued)

For the Group, leasehold land and buildings which is held for own use
would continue to be accounted for under HKAS 16 and would be carried
at cost model. The adoption of HKFRS 16 therefore does not have any
significant impact on these right-of-use assets. Other than the above
right-of-use assets, the Group also has leased a number of properties
under tenancy agreements which the Group exercises its judgement and
determines that it is a separate class of assets apart from the leasehold
land and buildings which is held for own use. As a result, the right-of-use
assets arising from the properties under tenancy agreements are carried at
depreciated cost.

Lease liability

The lease liability should be recognised at the present value of the lease
payments that are not paid at the date of commencement of the lease. The
lease payments shall be discounted using the interest rate implicit in the
lease, if that rate can be readily determined. If that rate cannot be readily
determined, the Group shall use the Group’s incremental borrowing rate.

The following payments for the right to use the underlying asset during
the lease term that are not paid at the commencement date of the
lease are considered to be lease payments: (i) fixed payments less any
lease incentives receivable; (i) variable lease payments that depend on
an index or a rate, initially measured using the index or rate as at the
commencement date; (i) amounts expected to be payable by the lessee
under residual value guarantees; (iv) the exercise price of a purchase option
if the lessee is reasonably certain to exercise that option and (v) payments
of penalties for terminating the lease, if the lease term reflects the lessee
exercising an option to terminate the lease.

Subsequent to the commencement date, a lessee shall measure the
lease liability by: (i) increasing the carrying amount to reflect interest on
the lease liability; (i) reducing the carrying amount to reflect the lease
payments made; and (i) remeasuring the carrying amount to reflect
any reassessment or lease modifications, e.g., a change in future lease
payments arising from the change in an index or rate, a change in the lease
term, a change in the in-substance fixed lease payments or a change in
assessment to purchase the underlying asset.

EEETBE (F)
ERMBREERFE16% AR ()
i) 1ERBHNZEHEE % (1)
EREAE (&)

RAEEME FHAEARAZBEELHRET
HRAEBERIEE B R ERIFE165E AR M IAK
ARAFIE - Ft - TRAE BV H RS 2ERIE
16 EERAEEELBEIMEATE
B EatPT B ES AEESCRBHEE
HHEEES TYE Eh A EEREAET
EEHESABRAEE T RIBF AN BT
BESRAR Wit REHEEBRELZER
BEETIAFTEXAIIE-

HERERARBERSG AR AN ZE
ENRRERR -HAXABZEE A
fﬂ SRAERBEER S ZHREEIR - fHF

BrRZEE AAKERERAEEZ
i-—{j:tihiﬁjﬁf °

REERA - EHERFE B8R AR 248
F'ﬁE?@EﬁﬁT&*ZMTH?&H%&@%@%H
X (VEE N BURE M B E RS (ER
%l&ﬂ?ZT“fﬁ Hm(ﬁﬁﬁﬁéﬁﬂﬁéa
Hi 2 SR BRI R &) ¢ (iR AR AR IR R &R
EBEEREHERNZSH: WVBEEEREZ
1TEE (RMABASERESTEBERE)
R \ETHE 2 S 1 3R ({7 S 5 R &
HAITELLREZERN) -

PEIME BEIR AT ABIRA T AR EMR
EaE: (MEMEEENRRESaER =
(iR EEAEARMEEL ZHENT: &
(EF2REEA R EN T G EER
B (Planisgsk R 8B EE 2 R RAEN
tﬁ“@] HEREE ErHENRIER
""""" B RBEEEEEETH2EE) -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

PRINCIPAL ACCOUNTING POLICIES (continued)
HKFRS 16 - Leases (continued)

(iv) Accounting as a lessor

The Group has leased out its investment property to a number of tenants.
As the accounting under HKFRS 16 for a lessor is substantially unchanged
from the requirements under HKAS 17, the adoption of HKFRS 16 does
not have a significant impact on these condensed consolidated financial
statements.

(v) Transition

As mentioned above, the Group has applied HKFRS 16 using the modified
retrospective approach and recognised all the cumulative effect of initially
applying HKFRS 16 as an adjustment to the opening balance of retained
earnings at the date of initial application (1 January 2019). The comparative
information presented in 2018 has not been restated and continues to
be reported under HKAS 17 and related interpretations as allowed by the
transition provision in HKFRS 16.

The Group has recognised the lease liabilities at the date of 1 January
2019 for leases previously classified as operating leases applying HKAS 17
and measured those lease liabilities at the present value of the remaining
lease payments, discounted using the lessee’s incremental borrowing rate
as at 1 January 2019.

The Group has elected to recognise all the right-of-use assets as at 1
January 2019 for leases previously classified as operating leases under
HKAS 17 as if HKFRS 16 had been applied since the commencement
date, but discounted using the lessee’s incremental borrowing rate at the
date of initial application.

The Group has also applied the following practical expedients: (i) applied
a single discount rate to a portfolio of leases with reasonably similar
characteristics; (i) applied the exemption of not to recognise right-of-
use assets and lease liabilities for leases with term that will end within 12
months of the date of initial application (1 January 2019) and accounted for
those leases as short-term leases; (iii) excluded the initial direct costs from
the measurement of the right-of-use asset as at 1 January 2019 and (iv)
reliance on previous assessments on whether leases are onerous.

EEETBE (F)
ERMBREEAEI6% AR (A)
() TERHHNZ B EES %

AEEEHAEREMETETHE BN
EBVERELDFE1650E N2 BHASE
BEFLAESGTENFITHRB N ZEE
REAR IR B BB 15 S R E 1657
VT EUZEMRLRAMBRREKNERY
@,

v #BEE

BN SRR - AR E B F A LIERT B WA
BB BB SRS R 1655 RS VIR EA
EBVERE LD E165R 2 e Rt 2R
RAERYIAER BB (2019F1 A18) %R
R ARG 2 A - R2018FE 27 2 1t
RENWESY) WHERBEESEEL
BT R BBV IEHRELRE 1658 2 BE M
XA A REZ2R -

REFEDN2019F1 B1B st kcpiERELEE
STEREITSR RS ERE 2 HERAH
EE8E YUK THENRZREFEZS
HEaE HAABAR2019F1A18 2 1
EERFEE -

REEBEIER2019F1 A1 AR ELATRIESR
BERTEREITRY B AEERE HER
REEFERREE BB B E®REER
F1657 2 B A ERRER  BRAEARBA
YR FEFR B B 2 18 2 8 50 FI = BL3E -

REENEEAUTATERERE: ((HAEE
ABMAUEZ 2 AEHEEERAE IR X
(i¥TERBR AR FEFS HHA (2019F1 A1 H) i
FH2EANGERZIEERAR G  THERE
REEENEESE YHEZEHEAERS
REIEE ; (i)R2019F1 H1ERNEAEEE
ZETEMBR VI B A R (V) RB o AT LA
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

PRINCIPAL ACCOUNTING POLICIES (continued)
HKFRS 16 - Leases (continued)

(v) Transition (continued)

The Group has also elected not to reassess whether a contract is, or
contains a lease at the date of initial application. Instead, for contracts
entered into before the transition date, the Group relied on its assessment
made applying HKAS 17 and HK(IFRIC)-Interpretation 4 Determining
whether an Arrangement contains a Lease.

The following amendments to HKAS and HKFRS, potentially relevant to the
Group’s condensed consolidated financial statements, have been issued,
but are not yet effective and have not been early adopted by the Group.

Amendments to HKAS 1 Definition of Material’

and HKAS 8
Amendments to HKFRS 3

Definition of a Business'

Amendments to HKFRS 10
and HKAS 28

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

! Effective for annual periods beginning on or after 1 January 2020

2 The amendments were originally intended to be effective for annual periods
beginning on or after 1 January 2016. The effective date has now been
deferred/removed. Early application of the amendments continues to be
permitted.

The Group has already commenced an assessment of the impact of
adopting the above amendments to HKFRS and HKAS to the Group.
The directors of the Company anticipate that the application of these
amendments to HKFRS and HKAS will have no material impact on the
Group’s financial performance and positions and/or the disclosures to
these condensed consolidated financial statements of the Group.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

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 Company), the People’s Republic
of China (the “PRC”), Taiwan, Korea, Sri Lanka, America, Europe and
Others (i.e. representing other geographical locations mainly Bangladesh,
Cambodia, 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, yarns and garments and results by

reportable segment for the period under review.

Six months ended 30 June 2019 (unaudited)

EXERIBESR

ARAEER (DEBEBREE)RER
PR TR B e B E B BT
BEREBER BFES (ARRMEL) -
PEARMNE ([HE]) &% HE -4
BHF M BOM REAE (BN i
HfE - FERENA - RIHIE - FIE R
PI) - AR SHINAIE AL BN M [H
fbE | Bl BkRS 2 EEN R

ATAAEEROESRFRRERERHES
o W RBKIZAERD BB D 2 EEB R
BNIA K RABFREZ 3T o

HZ2019F6H30H Lt61E A (R EFERK)

Segment

HongKong  The PRC Taiwan Korea  SriLanka America Europe Others total Eliminations Consolidated
i hE al B8 HERE By BN EtHE  AB4E B &8
HKS000  HK$U00  HKSO00  HKSUOO  HKSDOO  HKSUOD  HKSD0O  HKSUO0  HKSDOO  HK$UOO  HKSOO
FEr TEn TEn FEn TEr TEn TEn FEn TEn TEn TEn

REVENUE g5
External sales HHEE 620,145 811,865 371,465 423,068 421,084 235,010 17,130 488,626 3,388,393 - 3,388,398
Inter-segment salesorg) - BB EE (Hi2) 2054130 1,069,574 - - 143701 - - 7,780 3345185  (3,345,185) -
Total segment revenue B EFBAE 2674275 1,881,439 371,465 423,068 564,785 235,010 17,130 566,406 6,733,578  (3,345,185) 3,388,393
RESULTS 4 |
Segment proft AREN 56,276 88,650 37,783 43,005 34,652 14,945 1,742 48,866 325,919
Interest income F8MA 4,103
Unallocated income KARMA 311
Unallocated expenses ~ &AEH M (199,280)
Finance costs BEANK (19,476)
Share of proft of ElE-HBERE 2B

an associate 286

Proft before income tax. B A& R i1 27
expense 115,263
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

LERERTEER (B)

4. REVENUE AND SEGMENT INFORMATION (continued) 4.

Six months ended 30 June 2018 (unaudited)

Hong Kong The PRC Taiwan Koea  Srilanka
(2 nE niE g0 HEEE
HKSO00  HKSODD  HKSDOO  HKSODD  HKSOO
AT AT AT & FET

H Z=2018F6A30H IL61E A (RA&LEZ)

Segment
America Europe Others total  Eliminations ~ Consolidated
3 Bt Hbte  HREE b A

HKSO00  HKSOOO  HKSODD  HKSUOO  HKSDOD  HKSUOD
T FiET AL AT T T

REVENUE EXE
External sales HMHE 914,027 722,216 407,591 47114 381,841 353,842 11,849 490017 3760117 - 3760117
Inter-segment sales PERRE

(rote) (i) 2602339 1,788,012 - - 143469 - - 84255 4708075 (4,708,075 -
Total segment revenue P RS BAE 3607266 251028 407591 aTTTE 525310 353842 11849 57433 8468192 (4708075  3760,117
RESULTS S
Segment proft HREF 62912 60,246 29,175 34,165 23168 24147 83 34762 269411
Interest income FSHA 2,506
Unallocated income RARMA 7,606
Unalocated expenses A2 Z I (179,799)
Finance costs REMK (12,982)
Share of proft of an Ef-HEBERT RH

associate 442
Profit before income tax B TS L H BT 2

expense 87,185

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

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,
impairment loss on property, plant and equipment, finance costs, share
of profit of an associate, etc.. This is the measure reported to the board
of directors of the Company for the purposes of resource allocation and
performance assessment. As further explained in note 3(i), the Group has
adopted the modified retrospective approach on the adoption of HKFRS
16. As a result, right-of-use assets and lease liabilities under HKFRS 16
have been recognised but comparative information is not restated.

Wret: D IERSHE 2 BRVZRER 2 TIHER
i 6 7 ©

DRBNTEZDEMRROEAN i
B ARRITEAAREMER (BFEIFE
TEAMZEERMNMAN EFME RiT
ERS) WEREH FSWA HE &
HYE M RREZEIR WX BERR
BRERKL BEKAS BE—HEZER
B2 BNF - 1L Ty R E IR D B KA A T
FIARREEGER . EAE - FIAKT FE3()AT
E— TR AREERRAT BN B RS
ZRIF16SR R ALIETBIE - At BB
B HmEEANF165ER 2 EHREERE
SRECDEER HEYESILERER-
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

4. REVENUE AND SEGMENT INFORMATION (continued)

Disaggregation of revenue

Disaggregation of revenue from contracts with customers by products and

timing of revenue recognition are as follows:

EXERSEER (F)
W A 5 5

REmMRERR S DN TR AR
AZFIIT :

(Unaudited)
(REERZ)

Six months ended 30 June
EHZ=6H30H LL61E A

2019 2018
HK$’000 T & T HK$ 000 F& 7T

Revenue from contracts with

BRMBEEREERE155

customers within the scope of HERNNEFARWA:
HKFRS 15:
Production and sales of dyed LEREEEMRY
fabrics and yarns 2,963,069 3,334,660
Production and sales of garments BE M ER K 425,324 425,457
3,388,393 3,760,117
Timing of revenue recognition: R AR KRR
At a point in time X2 3,388,393 3,760,117
Transferred over time BERS RS - -
3,388,393 3,760,117
5. FINANCE COSTS 5= 9%
(Unaudited)
(REEEZ)
Six months ended 30 June
B Z6H30H 1L6{E A
2019 2018
HK$’000 F % T HK$'000 F&T
Finance costs on: BhE RS
Bank borrowings RITEE 14,303 12,982
Lease liabilities HEAR 5,173 -

19,476 12,982
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

6. INCOME TAX EXPENSE 6. FIBHXH

(Unaudited)
(REERK)

Six months ended 30 June
EH Z=6H30H IL61E B

2019 2018
HK$°000 F % T HK$'000 F&T

Current tax: e BRI -
Hong Kong aBE 13,457 978
The PRC s 12,121 3,930
Other jurisdictions HAh m) AR 4,110 1,897
29,688 6,805
Under provision in prior years: BEFERETR:
The PRC s 745 2,085
Other jurisdictions H bR AHD &R 783 827
1,528 2,912
Deferred tax: PRI TE
Hong Kong BB (882) -
The PRC s (5,354) 4,830
Other jurisdictions H b &AM [ (314) 3,985
(6,550) 8,815
24,666 18,532

In March 2018, the Hong Kong Government introduced a two-tiered profits
tax rates regime by enacting the Inland Revenue (Amendment) (No. 3)
Ordinance 2018. Under the two-tiered profits tax rates regime, the first
HK$2 million of assessable profits of qualifying group entity will be taxed at
8.25% and assessable profits above HK$2 million will be taxed at 16.5%
for the six months ended 30 June 2019 and 2018. The profits of group
entities not qualifying for the two-tiered profits tax rates regime will continue
to be taxed at a flat rate of 16.5%.

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 tax rate
of Sri Lanka subsidiary changed from 12% to 14% effective from 1 April
2018.

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

& 7S BT 201843 B 5@ 1B (2018F 1 7%
(&37T) (ZE3FIIEM)  EFEHME
il o 3, 220194 201846 A30H 1618 A -
BEMNSHEMAGN cEKEEEES
2,000,000/ T fE SR T B ) 2 B A 8.25%
M :52,000,000/8 JT K fE SR AR B 2 TR &
16.56% - NFAFIBHMBH WEBTER
BT 15 4 B IR [ 7E B 16.5% 5 AT IE °

REHBECEMEHE ([REREHRIZE]
REEMERAEEIES FEMERRZ
BEB25% °

REFEWRABEZERER TEBR
KB AR 2B R E2018F4 A1 AL A12%E
FR14% °

Hip RPAME < IR R AB % B Rl A&

ERZMERGE-
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

7. PROFIT FOR THE PERIOD 7. RHEZER

(Unaudited)
(REBEZ)

Six months ended 30 June
B Z6H30H It6{E A

2019 2018
HK$°000 F % T HK$'000 F&T

Profit for the period has been arrived = HEAEEFIE R, (5T A) T

at after charging/(crediting): HIEIE
Amortisation of other intangible assets E tf #E i2 & 2= 2 # 1,508 1,636
Depreciation of investment properties &2 7 & 1,783 1,837
Depreciation of property, plant and ¥ % - # 8 RBREZITE

equipment 92,449 85,469
Depreciation of right-of-use assets  FREEEZINE 14,215 -
Employee costs (including directors’ EEBMAA (BIEZEZME)

emoluments) 492,129 508,076
Impairment loss on property, Y MBS AR 2 R E B R

plant and equipment # 16,695 -
Impairment loss reversed on other ~ H{th FEUT FkIE 2

receivables, net * VEREREER A EbE IR - (179
Impairment loss recognised/(reversed) & % I 22 & JE I FUB ~ B 1R

on trade and bills receivables, net * /" (#[al) R BB K FE" 9,370 (10,029)
Interest income * FEW A (4,103) (2,506)
Loss on disposal/written-off of & e &

property, plant and equipment # B Eicl 897 4,277
Low-value assets leases expenses REEEEHRELH 4 -
Net exchange gain * bE 3 U a5 E (2,727) (6,635)
Net rental income from investment & & ¥ 2 & WA FE"

properties * (5,201) (4,965)
Release of prepaid lease payments  FEf T & s IE 8 H - 1,259
Short-term lease expenses REHEES T 3,733 -
* Included in other revenue * BREEEMKARA

# Included in other gains and losses # BIETEMAKREREBER
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

8. DIVIDENDS

8. KRR

(Unaudited)
(REERK)
Six months ended 30 June
H Z6H30H 1L-6{E B

2019
HK$°000 F+ ¥t

2018
HK$'000 F&T

Dividend recognised as distribution
during the period:
2018 final dividend of HK10.64 cents
(2017 final dividend: HK10.4 cents)

EHHECHRR/D KIS

2018F KR EANE B
FH10.6481L (20174

per share RHEABR B 1 10.4810) 130,071 125,323
2018 special dividend of HK1.33 cents 2018F ¥ 5% B
(2017 special dividend: Nil) BFH%1.3378 11
per share (CON7TEFRIRR B - & 16,259 -
146,330 125,323

No interim dividend in respect of the six months ended 30 June 2019 has
been proposed by the board of directors of the Company (six months
ended 30 June 2018: Nil).

The final dividend of HK10.64 cents in respect of the year ended
31 December 2018 (2017: HK10.4 cents) per share, amounting to
approximately HK$130,071,000 (2017: HK$125,323,000) in total, and
the special dividend of HK1.33 cents in respect of the year ended 31
December 2018 (2017: Nil) per share, amounting to approximately
HK$16,259,000 (2017: Nil) in total, had been approved at the annual
general meeting of the Company held on 10 May 2019 and was paid
during the six months ended 30 June 2019.

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:

KRR EEGWEERKNEHZ2019F6 7
30H L-6fE Az FHIRE B (E £2018F6 A30
Hit6EA &) »

HE2018F12AG IH IEFE 2 KR EE
f%10.6478 1L (20174 : 10.478 1) - & H£ 4
130,071,000/ 7t (20174 : 125,323,000/%
TC) LA RE E2018F12A31A L FE 25
RIRE B R%1.338 L (20174 - &) - & =4
16,259,000/ 7T (20174 : £%) - B 720194
5108 RIT2 AR RIRERF Rg FEH
A WE KRB E2019F6 H30H LE61E A WK
o

BRER
RRARER AEMRERERBRN RS
TIRBE T O BHRGE -

(Unaudited)

(RBEZ)

Six months ended 30 June
HZ6H30H 1L6{E A

2019 2018
HK$’000 F % T HK$'000 F&T

Earnings ZF

Profit for the period attributable to AT EERERB REE AT
owners of the Company for the FrR 2 AR alHE AELEH
purposes of calculations of fE &
basic earnings and diluted
earnings per share

82,685 63,754
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

9. EARNINGS PER SHARE (continued) 9. BREAEF (&)

(Unaudited)
(REEZ)
Six months ended 30 June
B Z6H30H LL61E A
2019 2018
Number of shares BHEEE
Weighted average number of ordinary Siat E SR EAZFITA Z
shares for the purpose of Tma g e
calculation of basic earnings
per share 1,213,558,396 1,205,026,960

BT EERE R
TEBREZE

Effect of dilutive potential ordinary
shares in respect of share options

outstanding 889,195 -
Weighted average number of ordinary FtatE &R EE AT T2

shares for the purpose of TR iR E

calculation of diluted earnings

per share 1,214,447,591 1,205,026,960

The computation of basic earnings per share for the six months ended
30 June 2019 is based on the profit attributable to ordinary equity
shareholders of the Company of HK$82,685,000 (six months ended 30
June 2018: HK$63,754,000) and the weighted average of 1,213,558,396
ordinary shares (six months ended 30 June 2018: 1,205,026,960 ordinary
shares) during the period.

The computation of diluted earnings per share for the six months ended
30 June 2019 is based on the profit attributable to ordinary equity
shareholders of the Company of HK$82,685,000 (six months ended 30
June 2018: HK$63,754,000) and the weighted average of 1,214,447,591
ordinary shares (six months ended 30 June 2018: 1,205,026,960 ordinary
shares) after adjusting for the potential dilutive effect caused by the share
options granted under the share option scheme (note 18). Its computation
is done to determine the number of ordinary shares that could have
been acquired at fair value (determined as the average market price of
the Company’s ordinary shares) based on the monetary value of the
subscription rights attached to outstanding share options. The number of
ordinary shares calculated above is compared with the number of ordinary
shares that would have been issued assuming the exercise of the share
options.

HE2019F6A30H L6 A 2 BRE AR
FITHIZ AR R B E @R IR A A
2 782,685,000/ 7T (& £2018F6 H30H
1-61E A : 63,754,000 7T) K pi#E FHEE
1,213,558,3960% & 8 % (& 2201846 H30
B 1F61E A : 1,205,026,9600% & @A%) 5t & -

HZE2019F6 A30H 1F6E A 2 B REE R T
TR TR IBIRE R TS (1) R 2
EREER BB EY 2R REAAR
TR AR A A JE (L & 582,685,000 7T
(E =20185F6 A30H 16 A : 63,754,000
BIT) RN FHEE1,214,447,5910%
LB (B 22018468308 1-61E A :
1,205,026,9600% & i i) 7 & - IR B M oK
TEMERENTZREE S8 EEHE
AIEAFEE(BTAARARTRK T
ME)RBZz EBREE - LAt E Y
BRSBTS IR T
ZEBBEEELLE-
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

10.

11.

EARNINGS PER SHARE (continued)

The computation of diluted earnings per share for the six months ended 30
June 2018 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.

MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT

The Group incurred expenditure of HK$43,295,000 during the six months
ended 30 June 2019 (six months ended 30 June 2018: HK$128,395,000)
on property, plant and equipment to expand and upgrade the Group’s
manufacturing facilities.

MOVEMENTS IN RIGHT-OF-USE ASSETS

The Group has entered into several leases for factory and office in the
PRC, Macau and Indonesia during the six months ended 30 June 2019.
Right-of-use assets amounting to HK$17,349,000 has been recognised
for the current period. In addition, prepaid lease payments presented as
a separate item on the condensed consolidated statement of financial
position is grouped as part of right-of-use assets with effect from 1 January
2019.

10.

11.

gREF (&)

BN IRIEE B &5 ERIFE33 [F R EF]
AHEZANRRRARITIERB IR 2 KR EITE
BenrkinzFEmE  BitstE8E2018
F6 4308 LL61E A 2 SR 2 7B I R
REEERECETE-

VR BERREZEH

KEBEREH 201996 A30H IH61E B © A&
AREAER s EERBEMARYE-
25 & 3% 8 /) B S B43,295,00008 T (&
£201846 A30H [F61E A : 128,395,000/
TT) °

EHEEEZ28

A& B A E 2201996 A30H [H61E A 5t
B RFAMNEZ THEBRAETR L ETH
#9 - {5 FR & 217,349,000 7T 2 A A B RS
R b NERRER A IR KR 2T A
BRBEEZENAERECREAFERES
B2 85 8201951 A1HEA R
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

12.

13.

INVENTORIES 12. F&
(Unaudited) (Audited)
(REEERZ) (Ke2z)
At 30 June At 31 December
MA6H30H M12A31H
2019 2018
HK$’000 F & HK$'000 F/& 7T
Spare parts =AEs 35,665 40,573
Raw materials [k 610,928 626,960
Work-in-progress FE 437,287 441,646
Finished goods YK 0 382,866 369,928
1,466,746 1,479,107

TRADE AND BILLS RECEIVABLES/PREPAYMENTS,
DEPOSITS AND OTHER RECEIVABLES

The Group allows a credit period ranging from 30 days to 60 days to its
trade customers. The following is an ageing analysis of trade and bills
receivables based on the invoice dates, as at the end of the reporting
period:

13. BEREBRBWFIE FANFE &

& K E A B WRRIR

REBREN FIORE0REEMTHEE
BEP EENMEBRRYSAREZZAHRN

HERRHOREDTOT

(Unaudited)
(REER)

At 30 June
H6H30H
2019

HK$’000 F & T

(Audited)
(fe®'Z)
At 31 December

MW12H31H
2018

HK$'000 F#T

Within 1 month 1@ AR 677,287 680,287
1 to 2 months 1221E B 388,675 325,606
2 to 3 months 2F3ME A 155,338 143,777
Over 3 months 31E A £ 89,733 98,149

1,311,033 1,247,819
Less: allowance for doubtful debts ~ J& : RER B (17,867) (10,849)

1,293,166 1,236,970

Other receivables as at 30 June 2019 represented value-added tax
recoverable of HK$54,146,000 (31 December 2018: HK$87,794,000)
and prepayments, deposits and other receivables of HK$90,215,000 (31
December 2018: HK$91,631,000).

7201956 H30H + H b JE Uk 5 I8 Jh 48 AT Ik
O] 4% {5 #1 54,146,000/ JT (2018412 A 31
B 87,794,000 L) KA HIE e M E
1t JfE Uk FX TE90,215,00078 7T (2018412 A 31

H : 91,631,000 7T) °
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

14. TRADE AND BILLS PAYABLES/OTHER PAYABLES AND 14. ¥¥ N EEE[RIE HittESFIE

ACCRUALS REGTEHR
(Unaudited) (Audited)
(REERZ) (RE®Z)
At 30 June At 31 December
A6H30H MW12A31H
2019 2018

HK$°000 F+ ¥t

HK$'000 F#T

Trade payables B IEN IR 593,662 525,832

Bills payables EBRENE 218,396 244,987

812,058 770,819

The following is an ageing analysis of trade and bills payables based on the EELERBRENFIREERE B R mE K
invoice dates, as at the end of the reporting period: RERER DTN T

(Unaudited) (Audited)

(REERZ) (f&&:=Z)

At 30 June At 31 December

M6 H30H 12 A31H

2019 2018

HK$’000 T & 7T

HK$ 000 F& 7T

Within 1 month 1E AR 346,152 357,205
1 to 2 months 1221E A 265,710 266,508
2 to 3 months 2Z3{E A 82,376 55,599
Over 3 months SEAMU E 117,820 91,507

812,058 770,819

Other payables and accruals as at 30 June 2019 represented other
payables of HK$91,788,000 (31 December 2018: HK$125,710,000) and
accruals of HK$156,746,000 (31 December 2018: HK$170,567,000).

20196 301 « E fth fE S A M EFT &
FA 45 H fth j& 15 51 T891,788,0007% 7T (2018
#12A31H 125,710,000/ 7T) K fE & &
F3156,746,000/% jt (20184 12H318 :

170,567,000& 7T ) °
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

R BR AR & I RS B R BT 5L (AR

15. BANK BORROWINGS

During the six months ended 30 June 2019, the Group obtained new
bank borrowings of HK$742,590,000 (six months ended 30 June 2018:
HK$868,603,000) and made repayments of HK$814,558,000 (six months
ended 30 June 2018: HK$508,349,000). These bank borrowings obtained
and repaid are mainly denominated in Hong Kong dollar (‘HKD”) and US
dollar (“USD”). The bank borrowings raised were mainly used to repay the
existing bank borrowings or as working capital of the Group.

The bank borrowings of the Group are mainly variable rate borrowings. The
average effective interest rate of bank borrowings of the Group is 3.50%
(31 December 2018: 3.09%) per annum and are repayable by installments
over a period from one to three years. All bank borrowings were unsecured
for the six months ended 30 June 2019 and the year ended 31 December
2018.

15. fRITEE

HZ=2019F6 8301 1L61E B - AEEESH
iR 1718 B742,590,00078 7T (& £20184F6 A
308 1+61# A : 868,603,000/ 7T) & B (&
814,558,000/ 7T (& =201846 H30H 16
& A : 508,349,000/ 7T) ~Z S E BB EE
BEZHEITEETBUAB T (BT RE
TC([FETT))eHE - FTEE ZRITIEENEE
BEEEREMRITEERBEAEEZE
BEE -

REERTEEFZERZEEE -AEHIR
TEE 2 P ERF F & £3.50% (20184F
12318 :3.09% ) * WAL F1F =34 5
IR HEE - H E20199F6 A30H (H61E A
EEZE2018F12A31B L FE - FTERITE
B AEER-

16. SHARE CAPITAL 16. IR A
(Unaudited) (Audited)
(REER) (&%)
At 30 June 2019 At 31 December 2018
7201956 A30H 7201812 A31H
No. of shares HK$’000 No. of shares HK$'000
BREE FET Rir&E FET
Ordinary shares, issued and TR BRI
fully paid BB A
At beginning of the period/year REE4 1,205,026,960 865,716  1,205,026,960 865,716
Exercise of share options 1T IE e 17,450,000 21,022 - -
At end of the period/year RER IR 1,222 476,960 886,738  1,205,026,960 865,716

In accordance with section 135 of the Hong Kong Companies Ordinance
(Cap. 622), the ordinary shares of the Company do not have a par value.

17. CAPITAL COMMITMENTS

RIBBB R RGN (55622F ) #1361 AR
Al E B EEEEE

17. EREAE
(Unaudited) (Audited)
(REER) (& #E=Z)
At 30 June At 31 December
M6H30H M®12A31H
2019 2018

HK$’000 F& T HK$'000 F&T

EHEBEYE HBELREBLZ
EROERERGARMBEREK
ARBEFELHBEZEARRAX

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

43,550 20,000
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

18. SHARE-BASED PAYMENT TRANSACTIONS 18. U AERZARRS

The 2011 Scheme

The Company adopted the 2011 Scheme pursuant to a shareholders’
resolution passed at the extraordinary general meeting held on 20 January
2011 (the “Adoption Date”). The purpose of the 2011 Scheme is to provide
the Company with a flexible means of giving incentive to, rewarding,
remunerating, compensating and/or providing benefits to the Participants
(as defined in the 2011 Scheme) and for such other purposes as the board
of directors may approve from time to time.

The Participants of the 2011 Scheme include (i) any directors or any
employees (whether full-time or part-time) of the Company and its
subsidiaries, associated companies, jointly controlled entities and related
companies from time to time (the “FSH Group”); (i) any discretionary
objects of a discretionary trust established by any directors or any
employees (whether full-time or part-time) of each member of the FSH
Group; (iii) any consultants, professional and other advisers to each
member of the FSH Group (including their employees or executives or
any persons, firms or companies proposed to be appointed for providing
such services); and (iv) any chief executives or substantial shareholders
of the Company, provided that the board of directors may have absolute
discretion to determine whether or not one falls within the above
categories.

The maximum number of shares which may be issued upon exercise of all
options to be granted under the 2011 Scheme and the maximum number
of shares which may be issued upon the exercise of all options to be
granted under any other share option schemes of the Company (if any) are
in aggregate equal to 10% of the total number of shares in issue as at the
Adoption Date, i.e. 79,401,096 shares. Under the 2011 Scheme, share
options comprising 26,100,000 shares were granted on 19 January 2018.
The share options will be fully vested after 12 months from the date of
grant and the exercisable period of share option is from 19 January 2019
to 18 January 2020. The closing price of the shares immediately before
the date of grant was HK$1.07 each. Among those granted on 19 January
2018, share options comprising 17,450,000 shares were exercised during
the six months ended 30 June 2019, and the share options comprising
300,000 shares were forfeited due to resignation of a grantee. The
weighted average closing price of the shares immediately before the dates
on which the options were exercised was HK$1.35.

The total number of shares issued and to be issued upon exercise of the
share options granted and to be granted pursuant to the 2011 Scheme
and any other share option schemes of the Company to each Participant
(including exercised, cancelled and outstanding options) in any 12-month
period shall not exceed 1% of the total number of shares in issue (the
“Individual Limit”). Any further grant of share options in excess of the
Individual Limit shall be subject to shareholders’ approval with such
grantee and his close associates (or his associates if such grantee is a
connected person) abstaining from voting.

20115518

RAFRER2011F1 A208 ([HMH B )8
ZREFNARE @By —HERFEAZRER
2011 E 8l o 20112 E EL T AR
Al—REEAHE Um2EE (2011645
BIFTER )4 THEE) - DE& - BN - M &
SRER S RREES A AEEZ M
Bae

2011 F5TEl 2 2 A BIFOANRQR) - BT
ZWE A MAEEAR HEES AT R
/M A ([FSHEE ) B E R E =k
AES (MR RsRE) 5 (i) FSHEE &K
BRRIMEREE L EMEE (T Bk
FE) K ERENEANEETE A
(i) FSHEE B =5 B A 5 A AR E
(¥R HMER (BREESEEIITHRABSRK
BMEZEERZERBENEMAL BRI
) RWVWARATERFTFETBRAES T
ZRR - EESSAE2ENBERAEEMAL
ERBR EER -

EATERBE01FFEG TRENFTERE
A4 R AR Bl E b B AR AT 2 (0 F)
ETBTREMMEERENAREEITH
R BE xZEHBERNREMBEETR
M HBEHI10% » BNELE 7279,401,096% © 1R &
20115t &) 20181 A19HE R HEB S
26,100,0000% % 17 =~ R A% 1 - BE IR BE S B 3%
B ERR12(8 R R R E - mERENTT
{# 83 £20194F1 A19H £202051 A18H -
DR B8R H B Bip 2 Wi 8 A &ER1.07
T EFRFR2018F1 B1I9R B FH A S
17,450,0000% % 19 2 BE A% 4 B A B £20194F
6.4 30H L-61E A ETT{E M85 300,0008% 8%
19 2 BE AR e R IR A B Bk T 02 UK o R 19 A
SEERETERSRONEFTHRTES
1.35/%8 7T °

AEE + — 8 A B B AR 201156 51 81 &2
EABEAI AR B 2 AR 81 T MR T
BHR2EENBRE (BRETE FHER
R AR AT O B b ) JE TR T 2 48 o T 3%
TTE AR B8 TNEBBE BT AR
1% (MERIREE]) - #— PR O ERBEEE
RIPRER 2 BB B EBR R ITHEAE - T Al
h MEARAREZEZBEA (EBE
AN (INZBALBREANLT) ) ARERR -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

18. SHARE-BASED PAYMENT TRANSACTIONS (continued) 18. AR AEBR 2 HRR B (&)

The 2011 Scheme (continued)

In addition, share options granted to a substantial shareholder (as defined
in the Listing Rules) of the Company or an independent non-executive
director or any of their respective associates (as defined in the Listing
Rules) in any 12-month period up to and including the date of such
grant in excess of 0.1% of the shares in issue and having an aggregate
value, based on the closing price of the shares at the date of each grant,
exceeding HK$5 million must be approved by shareholders in general
meeting in advance.

The exercise price is determined by the board of directors at the date of
grant and should be the higher of (a) the average of the closing prices of
each share as stated in the Stock Exchange’s daily quotation sheets for
the five business days immediately preceding the date of grant; and (b)
the closing price of each share as stated in the Stock Exchange’s daily
quotation sheet on the date of grant. The amount payable on acceptance
of the share option granted is HK$1.00. Acceptance must be made within
a period from date of grant to such date as the board of directors may
determine and specify in the offer letter (both dates inclusive). The board of
directors is empowered to impose, at its discretion, any minimum period
that an option must be held at the time of granting any option. The option
period of the share option granted is determined by the board of directors
at the time of offering the grant and, in any event, shall not be longer than
10 years from the date of grant.

The 2011 Scheme shall valid and effective for a period of 10 years
commencing on the Adoption Date, after which period no further share
option will be granted.

As at 30 June 2019, there were 8,350,000 (31 December 2018:
26,100,000) outstanding share options under the 2011 Scheme.

20115518 (&)

o REE M B EARE G A B ER
TEAREA AAREZ EERREE
VIFRITERARFEE 2EMBEAL
(EER ETRAFSIR) ZLBaARAFD
BTN 20.1%  ABE (AR FRMO R
B B#Z W ERTE ) #15,000,000/8 7T 2
B AEENKRRAS LERRIE-

TREERARAREFENELE TRRER
EE BEXEATIRSE  @REZERD
ZAERR e 2 B AT ALE 2 5 B R AP EE 2
BHBERAR RO FHETE: RO)R
FRZERE s ARBRAEL 2 ZARE
KA ZBROWTE - ERERENRER
1008 T MEBRTBBEEES A EE
EZBH (BEZLQRFIER) A (BEERE
MA)#EX ESSHENFLEMERER
BITRTEMERBEREN IR ER -
ERECITEHRRAESENIRER TER
R - MBI T - IR B HB#eRT
TEHBBI105F ©

2OMEFFBIZ AR B IRA B RER  BH
105 M HAIR 1R 1 A A B IR T RE A

MR2019FE6 A30H * 2011F 5181~ M AKTT
{3 B BB A 4 458,350,000 A% 17 (2018412 A
31H :26,100,0000% I 17 ) °
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RSB RRME (&)

18. SHARE-BASED PAYMENT TRANSACTIONS (continued) 18. UM AEBR 2 NHRKE (&)

The 2011 Scheme (continued) 2011558 (&)
The following table discloses movements of the Company’s share options TRFFEARREZ201996 A30H 1618
granted under the 2011 Scheme during the six months ended 30 June RAEERZR0 M Ft e R H R g s &
2019: =P
Cancelled/
(Audited) Lapsed/ (Unaudited)
(&8E%)  Exercised Forfeited (REEK)
Exercise Outstanding during during Outstanding
Scheme Date of grant price at1January  the period  the period  at 30 June
W1A18 Hre RW6A30H
e R AT B3 VS tef R AT B
ital RitAH  TEE 2019 HABTE /B 2019
Category 1: Director 2011 19 January 2018  HK$1.10 1,800,000 (1,000,000) - 800,000
FIUE BF 2011F  2018%1A19A 1.10% 7%
Category 2: Employees 2011 19 January 2018  HK$1.10 24,300,000  (16,450,000) (300,000) 7,550,000
FEER 2011F  2018%1A19A 1.10% 7%
Total of two categories M8 5|A £ 26,100,000  (17,450,000) (300,000) 8,350,000
Exercisable as at 201951318,/
1 January 2019/ 201956 430H
30 June 2019 AT = 8,350,000
The following table discloses movements of the Company’s share options TERFEARREREZE2018F6H30H LE61E
granted under the 2011 Scheme during the six months ended 30 June RAEER B0 FEIE R ERE s #
2018: B
(Audited) (Unaudited)
(&%) Granted  (REERZ)
Exercise  Outstanding during  Outstanding
Scheme Date of grant price  at 1 January the period at 30 June
R1A1A R6A30H
HARTTHE AT
HE =) 1B 2018 HRERE 2018
Category 1: Director 2011 19 January 2018 HK$1.10 - 300,000 300,000
FUE BF 2011F 2018517198 11087
Category 2: Employees 2011 19 January 2018 HK$1.10 - 25,800,000 25,800,000
FEEER 2011F 2018517198 1108 7T
Total of two categories AR A - 26,100,000 26,100,000
Exercisable as at 20181 A18,/
1 January 2018/ 201856 A430H

30 June 2018 Ay - -
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RSB RRME (&)

18. SHARE-BASED PAYMENT TRANSACTIONS (continued) 18. AR AEBR 2 HRR B (&)

The 2011 Scheme (continued)

The following assumptions were used to calculate the fair value of share
options:

2011 5T 8 (&)
AT RER T BT B R 2 A F(E(E:

Under the
2011 Scheme

Share options

granted on

19 January 2018

BIE2011 5 5 2

201841 519H

B /B8 Ik

Number of options BREZE 26,100,000
Grant date fair value HERHZz AFEE HK$2,732,0007% 7T
Grant date share price HHEBZKRE HK$1.107% 7T
Exercise price TEE HK$1.1058 7T
Suboptimal exercise factor RBITEREZE 2.86
Contractual life BHFEE 2 years
Expected volatility TERT R 18 23.81%
Dividend yield iR B = 4.82%
Risk-free interest rate 42 3 g F1) =& 1.28%

The Polynomial model has been used to estimate the fair value of the
share options granted on 19 January 2018. The variables and assumptions
used in computing the fair value of the share options are based on the
directors’ best estimate. Changes in variables and assumptions may result
in changes in the fair value of the options.

At the end of each reporting period, the Group revises its estimates of
the number of options that are expected to ultimately vest. The impact of
the revision of the estimates, if any, is recognised in profit and loss, with a
corresponding adjustment to the share options reserve.

Expected volatilities were determined by using historical volatilities of the
stock return of the Company over the previous 2 years. The risk-free
interest rate used in the model was determined based on the yield of Hong
Kong Sovereign Curve for the share options granted on 19 January 2018.

The options granted on 19 January 2018 and outstanding as at 30 June
2019 had a weighted average remaining contractual life of 0.55 year (31
December 2018: 1.05 years).

R2018F1 H19R B MIERE Yy A EE
FRAZEA B G R EREREATE
ERFEAZEHNBRRIIEE SR 2 REMGT
EE - ZHRBREH RS BEREZA
FEEH-

REREME AEBETEUERRER
BHBRERE Zfhat - BRIRREE LT
2 (A )RNERRAER - R BRERRE
R ARE R -

TEARR 8 A AR Rl A2F IR E B 2
JE 2R 08 7 5E o R E AR PR ER A 2 A L B A
R THAR IR A 7 I 7 h 4[5 ¥ 3K (vield of Hong
Kong Sovereign Curve) (3201851 H19HE
R ERRE)ETE -

201891 8198 & H K 14201996 A30H
HARTTE BB I ER I O RIS E QO F
50.55% (20185124310 1 1.05%) ©
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

18.

19.

20.

SHARE-BASED PAYMENT TRANSACTIONS (continued)
The 2011 Scheme (continued)

For the six months ended 30 June 2019, the Group recognised the total
expense of HK$133,000 (six months ended 30 June 2018: HK$1,220,000)
in relation to share options granted by the Company.

All share options granted on 19 January 2018 under the 2011 Scheme are
exercisable during the period from 19 January 2019 to 18 January 2020.

FINANCIAL INSTRUMENTS

Fair value
Financial instruments not measured at fair value

Financial instruments not measured at fair value include cash and cash
equivalents, restricted bank deposits, trade and bills receivables, other
receivables, trade and bills payables, other payables, amounts due to
non-controlling shareholders, amount due to an associate and bank
borrowings.

Due to their short term nature, the carrying value of cash and cash
equivalents, restricted bank deposits, trade and bills receivables, other
receivables, trade and bills payables, other payables, amounts due to non-
controlling shareholders and amount due to an associate approximates fair
value.

The carrying amounts of the Group’s financial instruments carried at cost
or amortised cost were not materially different from their fair values as at 30
June 2019 and 31 December 2018.

RELATED PARTY DISCLOSURES
(@) Related party balances

Details of the Group’s outstanding balances with related parties are
set out as follows respectively:

18.

19.

URGBAEBRZARRS (B)
201158 (8)

HE2019F6H30H IH61E A - NEB B A
N AR 2 B A T R 42 B 2 133,000/ 7T
(# =201846 A30H 6@ A : 1,220,000/8
JT) °

RIE2011F 51 217201851 A19R % H B PR
A BERAER2019F1 A198 £2020%1 718
B EfE A F176F -

TRMITA
AVEME
YHUATEEHE22HTA

YINAFEEHEZERTABRERE R
FRRNSER ZBRHBEITHER 2ELE
REMWGROR - B EWGRIR - B MR EE
3RIA - E AR ROR - RIEERBIR SRR -
R—FEBE AR RRITIER

HREESMTE ReMERREER X
RERITER X RRBEUGRIA  Hit
RN IR - SR R RIBEA RIR RN
TR~ R GEFE AR AR R ARIR B R — [l B 2 1 )
AN REEEL QA FEERS -

AR E LA AR S SER AT AR SR T A
BE T (B - B 1% Z 201956 A30H k20184
12A31EMAFEETESEAER-

B A T HIRE
(a) BAEEANLEVEEER

AREE R A TR REBERFED
RIS -

(Unaudited) (Audited)
(REEERZ) (&&= =Z)
At 30 June At 31 December

M6 H30H MW12A31H
2019 2018

HK$’000 F & 7T

HK$'000 F&7T

Amounts due to non-controlling /R FE 4% A% P& 3R 3k 18

shareholders
Amount due to an associate

R— & N7

e
N

T8

80,100
7,687

80,100
4,269
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

20. RELATED PARTY DISCLOSURES (continued)

(a)

(b)

(c)

Related party balances (continued)

Amounts due to non-controlling shareholders are unsecured, interest-
free and repayable on demand. Amount due to an associate is
unsecured, interest-free and repayable with agreed 30-days credit
period.

Compensation of key management personnel

The remuneration of directors and other members of key
management during the period was as follows:

(a)

(b)

20. BEEEALHOIRE (/&)

BAEE A LHAEER (18)

RIFZERIRFIB TR 2 B
ERERE - R—HBERRRALE
H - 2 B RENS0X M EEEHME

TEEEAS NG
R EARE B R K A B IR A B B
-

(Unaudited)
(REEX)
Six months ended 30 June
B Z6H30H LL61E A

2019
HK$’000 F & 7T

2018
HK$'000 F& T

Fees W 425 525
Short-term benefits 52 HARE A 2,091 1,145
Post-employment benefits BRERER 92 9

Equity-settled share-based LAREER K5 E AN BERE 2 3K
payments 9 14
2,617 1,693

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 six months ended 30 June 2019, 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 purchases of raw materials/utilities to
these state-owned entities are individually not significant. In addition,
the Group’s bank balances (including short-term bank deposits and
restricted bank deposits) and bank borrowings of HK$394,014,000
and HK$342,743,000 (31 December 2018: HK$632,325,000 and
HK$483,738,000) respectively were placed/arranged with state-
owned banks as at 30 June 2019.

(c)

RHMPERAERETHNRS

AEEREMENRERERBEE
B BB EZSREERES - HEE
FAHETEEAZENNERE (5
[BEEE]) TE-ARAREERA/ &
SRARKREETEERZNERER
BRBIE=T7-

HE2019F6 A30R 1H6{A B » N&EE
HEMEEERETRS BEETR
RIERK R BERE KE UK
HEFRITENRS -

MZEEEERHEANMMEER
K KEERR A IEE K b
MR2019F6 A30H » A= BRI 1T 45 64
(BIREEHHRTEARZREIRITEF
) K AR 1T & 3+ 2 51 5394,014,000
78 7T }342,743,000/8 7T (2018412
A318 : & 5l 632,325,000/ 7T &
483,738,000/ 70 ) BIE ARG IRT/
REARITLHE-
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BUSINESS REVIEW

2019 marks the 50th anniversary of the Group since it was established back
in 1969. Global financial markets experienced a turbulent ride in the first
half of 2019 (“1H2019”) primarily due to the US-China trade overhang and
sluggish global economic growth. However, the Group was able to continue
its strategic development and to maintain a solid financial profile. 1H2019
was an encouraging period for the Group in terms of the growth in gross
profit margin and net profit margin. The demand momentum of the fabric
business was carried forward from 2018 especially during the first four months
of 2019; nevertheless, it was our strategy to deliberately reduce the output
volume of our fabric business when compared with the same period last year
to maintain higher operational efficiency. Even though our total sales volume
of fabric reduced by approximately 21.2% as compared to the first half of
2018 (“1H2018”), thanks to the improved product mix and the higher priced
product proportion which led to the increase in the average selling price, our
total revenue was HK$3,388.4 million in 1H2019 (1H2018: HK$3,760.1 million),
only 9.9% reduction as compared with 1H2018. In addition, the prices of our
major raw materials, including cotton yarn and fuel slightly decreased during
1H2019 as compared with 1H2018, resulting in higher gross profit and gross
profit margin. The gross profit margin increased by 2.5 percentage points from
9.8% in 1H2018 to 12.3% in 1H2019. Profit for the period was HK$90.6 million
in 1H2019, a significant increment of 32.0% from that of 1H2018 (1H2018:
HK$68.7 million).

Our overall operating costs were under control in 1H2019, the percentage
to sales of our distribution and selling expenses as well as administrative
expenses remained at a similar level when compared with that of the same
period last year. The distribution and selling expenses during the period under
review decreased by 23.4% to HK$72.5 milion (1H2018: HK$94.6 million),
representing 2.1% of the total revenue, a decrease from 2.5% in 1H2018. At the
same time, the administrative expenses also decreased by 0.9% to HK$217.7
million (1H2018: HK$219.7 million), representing 6.4% of the total revenue, a
slight increase of 0.6 percentage point compared to that of 1H2018 (1H2018:
5.8%).

According to the information published on the website of the China Cotton
Association (FF B2 7E# & ) , the China cotton price index CCINDEX2129B
(P EARIE B &35 80) was RMB14,549/ton as at 28 June 2019 and was
RMB15,839/ton as at 2 January 2019. The China cotton price index was at
the highest in April 2019 at RMB16,119/ton and at the lowest in June 2019
at RMB14,412/ton. When compared with a year before, the China cotton
price index CCINDEX2129B was RMB16,945/ton as at 29 June 2018, and
RMB16,217/ton as at 2 January 2018. From the year-on-year comparison
between 29 June 2018 and 28 June 2019, a 14.1% decrease was recorded.

According to the China coal industry website, the monitoring data shown on 21
June 2019 based on the China coal price index (national comprehensive) was
160.2, down by 4.7 points year-on-year. The Group continued focusing on lean
management, technology automation, machinery upgrade, cost reduction and
control initiatives to boost overall operating profitability. Basic earnings per share
was HK6.8 cents in 1TH2019 (1H2018: HK5.3 cents).

EHOE

2019FIZFEZE 1A 19694F Bl 5 /Y & B B AS0E 4F o
SREBSREFBEREIEERLRRET 2
© BT IS E2019F E ¥ F ([1H2019 ) & EE
B AT AEESBUHERBER  WRSER
B ISR > THO1OR EF R R AF R RS
ASE BREFNFTRBBEHR018FHE R
019FEMENEALEREE AN AEEES
R BEMR  REERKIE S EFRIBRET
AREENHES - BEAEENEAAEES
20184 b 4F ([1H2018] ) 2> T i#21.2%
STEREMEANBEREEERNIGLRA
REEE1H20190) 48 & 3£ 56 23,3884 8 &8 7T
(1H2018: 3,760.1E &8 L)  Z & 1H2018 T &
9.9% ° AN FE1H2019 - AEBEWM T ER MK
BIER A FRELE (B 18 4 L 1H201 888 i T ik -
BAEETRTESHNENMEFR X FF X
H1H2018E99.8%1% A E1H20198912.3% * B 5
L VI 18 A2.5 © 1H20198 4E Z & ) A£90.6 8 &
BT FHEETH2018 K18 | #+ 732.0% (1H2018 :
68.7EBEIL) °

REBRIH019M LB AT D REE R
BAMITHRERGEXB AN EREFRPES
B K - BEHINA 9 88 K SH & B F T F823.4%
ZE725HEBTT (1H2018 - 94.6 B BATT) @ (h4a
BRI 1% EI1H2018892.5% | ik  [A B » 17
BERINT®RZE217.78 8% 7T (1H2018 : 219.7
BEBIT) KIER0I% THEREALEER
716.4% * #1H2018#95.8%8L 4% - F0.61E & 17 24
(1H2018: 5.8% ) °

BEFRBIEHBSEEAMEN  PEIBIEER
5 81CCINDEX2129BR 20196 A28 H A& & WA A
R#14,5497T - 12019F1 A2H A A& HEA R
15,8397 ° F BEUIRIEEMRIEE H RIFR2019F4 A K&
2019F6 A k3 B MEA R #16,119 F1 &K
BMEARKE14,4127THIKF - it F—FE P E
18 7E (8 1% ¥5 BICCINDEX2129B/* 201846 A 29 H
BT AR16,9457T  1R2018F1 2B Al A&
WA R#16,2177C » 1201846 A29H £201946
F28H HAfE - 1L F81514.1% T & »

BEFBRER TER PRERERER (2R
4R A FE 8L BB S B R 1R2019F6 A21H AR
BIRIEEUE160.2  IE T H4.78 - EBMBE TS
fEmEE - FT B L A AR R ER R E
TR B FE LABR AR RS AR 2 R e o PA1H20194F
FlREAREF 6.8l (1H2018: 5.3781l) °



= Fountain Set (Holdings) Limited

Interim Report 2019

BUSINESS REVIEW (continued)

During the period under review, the Group further improved the production
efficiency through continuously reinforcing its lean production management and
applying automated equipment, thereby promoting sustained business growth
of the Group. The Group has continuously replaced and upgraded numerous
relatively less updated and less efficient production facilities in our fabric mills,
including circular knitted fabric machines, continuous tumble dryers, stenters,
fabric shrinkage machines, fabric dyeing machines and fabric printing machines
with new and latest models which provide better production efficiency, less
wastage and higher energy saving.

During the period under review, the Group strategically targeted to minimise
credit risks and enhance working capital through effective credit management.
As a result, the gross aged trade and bills receivables based on the invoice
dates outstanding over 3 months had decreased to HK$89.7 million on 30 June
2019 from HK$98.1 million on 31 December 2018.

Continuous restructuring and consolidating of our subsidiaries with the aims to
streamline operation and reduce costs was successfully implemented during the
period under review.

Production and Sales of Dyed Fabrics and Yarns

The Group’s total production capacity of four fabric mills in both the PRC and
Sri Lanka was approximately 27.5 million pounds of fabric dyeing per month,
which was the same figure for the same period last year.

For the period under review, the Group’s core business, production and sales of
dyed fabrics and yarns, generated revenue of approximately HK$2,963.1 million
and accounted for 87.4% of the Group’s total revenue.

Production and Sales of Garments

Revenue from the production and sales of garments for 1H2019 was
approximately HK$425.3 million and accounted for 12.6% of the Group’s total
revenue.

Dividend

In view of the general practice of the Company to only recommend a final
dividend, the board of directors of the Company (the “Directors” and the
“Board”, respectively) has resolved not to declare any interim dividend for
the six months ended 30 June 2019. Nevertheless, the Board will consider
changing the practice and may declare interim dividend in the future. Unless
special circumstances arise, the Group is committed to maintaining a similar
range of dividend payout ratio as our dividend policy so as to provide rewarding
investment return to the shareholders of the Company (the “Shareholders”),
subject to the dividend policy stated on page 65 of 2018 annual report of the
Company.

¥EOEE ()

W EBEERP - A5 5 035 18 TR M2k G 26 5 AR 20
REREBLRE Uk — SRS EERE (2
5 L T A I o R AR R R AR R
B % (BB 5 16 RO A R 0t 3 -
o PR B L R B I R 0 B A B B S R
e ETRLE A AR R BRI R
EpTEi -

REREHAR REBKRBREBZ BBEIN
CEEERNMRECERE BRENEES
T FHIL NERABARKREMBIEA 2EER
SR REW B REH2018F 12531981 HE
BT TR ZE2019F6 H30H HI89.7H & T °

REEHAAN AEEFEESEARBESHB R RN
TAE/S AR B i - pR I 5 A & & 3 PR AR AN

HREREHECHRY
NS E {7 R AR B K FE AN AT B B R 4R E A TR
BIENLEERE T B #12, 7508858 - Slr =R —

= o

EEESAN REBZOEB —oh R HEE
NiHE AEBEEKRA20631THEEL TS E
B (hEEBEETENE7.4% o

BEREERK
1H2019RK X &L 38 I SH & B & X RE ) B425.38 &
B EEBEEEEN12.6% °
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RAREFERERSMHILEE2019F6H30R
LF6E A AR FIRE TR T RS A - EEE
18 2 B U I 0% T2 B PT RE R R SRR 3 AR R A%
B BERERERREN  BIBERARQF018
FEIRFCSE 2R EBRIN  AEB AR A4+
SR B BRBLUMREL R IRH A BIRE R
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BUSINESS REVIEW (continued) ¥iEOEE ()

Awards and Certifications RIERAHE

Our awards and certificates accredited during 1H2019 were as follows: E2019%F ¥4  SEERE RREWNT
Name of Award/ Type of Award/ Date of Issue

No. Certification Certification (Year/Month) Issuing Unit/Organisation

XHFY RE REER #®E/REEE WEREAH(FA) BHBELHE

Jiangyin Fuhui Textiles Limited STIEEEEH B FR A 7

1 2018 Key and Major Enterprise Award 2019/1 Jiangyin Municipal Party Committee of Communist
of Jiangyin* 1 g Party of the PRC, Jiangyin Municipal People’s
18FE ImEHETHEE Government*

RETRME IRHARKRM

2 2018 Outstanding Enterprise of Award 2019/1 Environmental Protection Committee of Jiangyin
Environmental Protection* g High-tech Industrial Development Zone*
018FEHERBRGREFERLHE IEaEEERERELZES

3 2018 Outstanding Enterprise of Foreign  Award 2019/2 Jiangyin High-tech Industrial Development Zone
Investment* g Committee of Communist Party of China*
018FEINEREFEDRE RHTIRSNRNEXRERIEFEES

Administration Committee of Jiangyin High-tech
Industrial Development Zone*
IREMRNEXHERERZES

4 2018 Outstanding Enterprise of Import ~ Award 2019/2 Jiangyin High-tech Industrial Development Zone
and Export Trade* 4 Committee of Communist Party of China*
018FEINEHEH AR ELE RHTIRSHRNEXRERIFRES

Administration Committee of Jiangyin High-tech
Industrial Development Zone*

IERHEMEXRERERZES

5 2018 Charitable Enterprise* Award 2019/2 Jiangyin High-tech Industrial Development Zone
018FEHLEELE 1% & Committee of Communist Party of China*

RHIREHRNERRERI(FZES
Administration Committee of Jiangyin High-tech
Industrial Development Zone*

TERHEMEXHAEREEZES

6 Five-star Enterprise in Caring for the Award 2019/3 Jiangyin Working Committee in Caring for the Next
Next Generation of Jiangyin* BN Generation*
IRHERALOT-—RIERERT IRTHELOT—RIEZESR
HPETE

7 2018 Outstanding Enterprise of Blood ~ Award 2019/6 Jiangyin Blood Donation Administration
Donation without Compensation* g Committee*

2018 [ B GBI SEHE B 1 TIRTRLEREZE S

8 2018-2019 Advanced grass-roots party Award 2019/6 Jiangyin High-tech Industrial Development Zone
organisation of High-tech Industrial 47 Committee of Communist Party of China*
Development Zone* FRTRRMERI(EZES

2018-2019F E & &
THEELRE
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BUSINESS REVIEW (continued)

¥EOEE ()

Issuing Unit/Organisation

BHEN HE

Awards and Certifications (continued) ERZHE (&)
Name of Award/ Type of Award/ Date of Issue

No. Certification Certification (Year/Month)

XHFE %E RARER #%E/RAEER WRAH(FA)

Yancheng Fuhui Textiles Limited B3 BE 4 & ER 2 7

9 2018 Corporate High Quality Award 2019/2
Development Contribution Award* HE e
18FELESEERRAME

10 2018 Outstanding Three-star Award 2019/2
Enterprise* g
018FEFERE=EE

11 Environmental Management System Certification 2019/2
Certificate* EFE
RITERBRRE

Ningbo Young Top Garments Co., Ltd. Z R &M EXEFR A F

12 2018 Outstanding Supplier Award* Award 20191
2018F B AR g

13 2018 Outstanding Contribution Award*  Award 2019/3
2018F R U AR 5

14 2018 Excellent On-time Delivery Award*  Award 2019/3
2018F EEAR g

Ocean Lanka (Private) Limited /§¥8F (AAA) BRAF

15 OHSAS 18001 - Occupational Health  Certification 2019/2
& Safety Management System BE
Certification
OHSAS 18001 —B X R RN L 2 EH
ARAREEE

16 Good Manufacturing Practice (GMP) Certification 2019/3
Certification EHE
RIFEERRECMP)REES"

17 Next Laboratory Accreditation Certification 2019/5
Certification EFE

B EA oo 2y S S
Next BB EREEE!

CPC Yancheng Economic-Technological
Development Zone Working Committee*
PHERCERNRERI(EREES

Yancheng Economic-Technological Development
Zone Management Committee*

BRRBERMARRERZRS

Yancheng Municipal People’s Government*
B AR BT

Li Ning (China) Sports Goods Co., Ltd.
ZE(PE)EBEARERRA

Li Ning (China) Sports Goods Co., Ltd.
E(PE)EERAMBRAR

t

Li Ning (China) Sports Goods Co., Ltd.
ZE(PE)EBEARERRA

SGS United Kingdom Ltd.

HERARAREER AR

SGS United Kingdom Ltd.

HERARAREER AR

Next Retail (UK) Ltd.

case of inconsistencies, the Chinese names shall prevail.

# Chinese names are only the translation of their respective official English names. In

case of inconsistencies, the English names shall prevail.

English names are only the translation of their respective official Chinese names. In

*

#

AXAWERBE TP XAWZE HERE
BAR X BT R

PXERERBTREXEHZEFX HAKE
BIAR B R -
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OUTLOOK

According to the World Bank Group’s June 2019 Global Economic Prospects
Report, global growth in 2019 is expected to slow to 2.6%, reflecting weaker-
than-expected trade and investment at the start of the year. Growth is projected
to gradually rise to 2.8% by 2021, predicated on continued benign global
financing conditions and a modest recovery in emerging market and developing
economies (“‘EMDEs”). However, growth in EMDEs remains constrained by
subdued investment. Risks are firmly on the downside, in part reflecting the
possibility of a further escalation of trade tensions. Growth among EMDEs is
projected to fall to 4% in 2019 before recovering to 4.6% in 2020. Growth
among advanced economies as a group is anticipated to slow in 2019 at 1.7%.

With trade and manufacturing showing signs of marked weakness, EMDEs
world merchandise trade volume growth rate is expected to fall to 2.6% in 2019
— down from 3.0% in 2018 (World Trade Organisation, April 2019). As the
weakness in manufacturing abates, global trade is expected to stabilise to an
average of 3.2% in 2020 to 2021, affected by the weaker global economy and
US-China trade tension.

Looking forward to the second half of 2019, the world economy and the retail
market are expected to remain uncertain while consumer sentiments remain
sluggish. Little direct impact had been made on the Group’s business previously
as the Group does not directly export fabric to the US from China. Nevertheless,
as the uncertainties resulting from the US-China trade war noticeably increase,
customers’ attitude due to psychological factors towards ordering fabric
products in China turns even more conservative, and therefore, they continue
to adopt the strategy of deferred procurement. Meanwhile, some customers
also speed up adjusting the procurement supply chain and transferring their
order book. This may create unfavourable situations where the number of
product orders of domestic fabric textile manufacturers gradually declines and
the market risk increases. The Group holds a prudently conservative attitude
towards the performance in the second half of the year. Nevertheless, the Group
has been working closely with new clients, including several popular and quality
Japanese brands, which provide attractive business potential going forward.
The Group has long been the pioneer in developing innovative products together
with our customers in the textile and apparel industry and will continue to
allocate resources in this area in the future.

Notwithstanding the ever-changing global economic and market conditions, the
Group is determined to do the best altogether to bring long-term values and
returns to all Shareholders through various measures on cost reduction.

OUR APPRECIATION

Finally, we would like to express our gratitude to the Shareholders, customers,
business partners and suppliers for their continuous unfaltering support during
the increase in economic instability. We would also like to thank our dedicated
staff for their commitment and contributions to the success of the Group.

R

RIBHFRIRITEE019F6 A0 (RHREBERESE
HE) FEA2019F 2RI RS NEE2.6% X
M RS B AR A R TR - FB A B2021 4
BEREER FFE28% EFXEERNEER
HEORERBERTF A RFTET B MEREFLE
B2 ([ ELAREe | ) MR FITERE - SR 1T 3T LA
BHEEDATIMERIEENGIL - Ak N7
T HORMTESERBEE SR EE
M o B AT 5 B 4SS BE2019F IE R N B B4%
2020F1EFEE4.6% © TERT EHIELERREA—([EE
BE2010F I RBIMEE17% °

mE FEHREIBKBE2019FFE2.6% BN
2018F K93.0% (- FE FHH, - 201948 ) - B&
ERERRE RIKEBERBNAEBESERB
BHFE 202022021 F2E HIETIEE R
F153.2%E) K

RE2019F T+ F 2REEBEMTEMHBEIK
AT HEEFEREREX AREELIE
BEEAPEFAKE L OEHSRE  FAA—EK)
RESEHAEENEBLTLBEERTE -R
- BRPEESENTRELREL N BF
HREPEEMERNEEREROERERE
215 E IR ST - A AR B PR EVE IR &Y
REG B EFPRBMRAERRBHER BF
FIE ARSI EEAmASBEESENERF]
BHEZH NEOAFNER miSRAREN- &
EHTHFNRERBRETORE - RN &
B-HEEFRENEF  BRENBEREDME
HORARmE MxFmERREREEEK-
AEE—ERHEMREITENE P T EEH
LAIFTE MR - BREZ T ERSEERAE
R °

BREAEBEEEERANIEES R AHERIRE
BERTAREEE AEELET 02N
REBBERGERFRTEHOEEKLER-

&l

&R RFIZAMERR TP  FBEHMMLE
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WPTEL VIR A - A TR



FINANCIAL REVIEW

=Ll Fountain Set (Holdings) Limited

Interim Report 2019

i JE) -

The key operating and financial indicators of the Group for the six months ended ~ AREEEHE20199F6 8308 168 7 F BEL K
30 June 2019 are set out below:

MBEEZ25T

Six months ended 30 June

H Z6H30H 1618 B
2019 2018
Statement of Profit or Loss Items BRKRER
(Al amounts in HK$ thousands (BRERIERINTE S5
unless otherwise stated) BHAFBTYIR)
Revenue EER 3,388,393 3,760,117
Gross profit EH 416,904 368,019
EBITDA * BT E I 3H B A 236,782 185,469
Profit for the period = HE & F 90,597 68,653
Profit attributable to owners of the Company RRRHAE ANEEET 82,685 63,754
Basic earnings per share (HK cents) BREARAEHN (BIL) 6.8 5.3
Key Financial Ratios FEMBKLEE

Profitability ratios B FIEEL HFE
Gross profit margin (%) EFE (%) 12.3% 9.8%
EBITDA margin (%) BT EE I 5 A R & (%) 7.0% 4.9%
Expenses as a % of revenue BT E XL E
Distribution and selling expenses DIERHEER 21% 2.5%
Administrative expenses THRER 6.4% 5.8%
Finance costs BE KA 0.6% 0.3%
Asset efficiency BEMFE
Inventory turnover period (days) FEREH(RA) 89 98
Trade and bills receivables turnover period (days) ¥ M EiEEIZEFEES (B) 69 65
Trade and bills payables turnover period (days) — &3 & =igfE B EEH (7)) 49 62

*

EBITDA means earnings before interest, tax, depreciation and amortisation.

EBITDARR %2 /3 S 4T & N 35 30 A1 8

At 30 June At 31 December

R6H30H 12 A31H
2019 2018
Asset ratios BEHLX
Current ratio* B L R 2.4 2.3
Net debt/EBITDA ratio (annualised) FET, SBITE R AT
FEZE (F1k) (0.9) (0.4)
Gearing ratio BEXEEHF
Total liabilities/Equity attributable to afErE/
owners of the Company ARABHEA ANE(RER 0.7 0.6

#

Current ratio is calculated by dividing current assets by current liabilities.
ML ENFE R EZERRBEERNUARBI AR
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FINANCIAL REVIEW (continued) E1 T BB (1)

Revenue

The Group’s revenue for the six months ended 30 June 2019 amounted
to approximately HK$3,388,393,000 (six months ended 30 June 2018:
HK$3,760,117,000).

Revenue by business segments

EBH E2019F6A30H L6 A E X584 5
3,388,393,000/% 7T (# £2018F6 A30H 1-61E
A :3,760,117,0005 7T °

EEBEREBRIE

Production and Sales of Dyed Fabrics

12.6% and Yarns
SLENHEEMRY
> 87.4% [l Production apd Sales of Garments
% B R G R
%0
% pyx

In the first half of 2019, the Group’s core business, production and sales of
dyed fabrics and yarns, generated revenue of approximately HK$2,963,069,000
(six months ended 30 June 2018: HK$3,334,660,000), which accounted
for 87.4% (six months ended 30 June 2018: 88.7%) of the Group’s total
revenue. Revenue from production and sales of garments was approximately
HK$425,324,000 (six months ended 30 June 2018: HK$425,457,000), which
accounted for 12.6% (six months ended 30 June 2018: 11.3%) of the Group’s
total revenue.

Cost of Sales and Gross Profit

For the six months ended 30 June 2019, overall cost of sales of the Group
amounted to approximately HK$2,971,489,000 (six months ended 30 June
2018: HK$3,392,098,000) and overall gross profit margin was 12.3% (six
months ended 30 June 2018: 9.8%)).

During the period under review, the Group’s revenue decreased by 9.9%
compared with the same period last year, which was mainly due to the decrease
in sales volume of fabric by approximately 21.2%. The growth in the average
selling price of fabric led to an increase in gross profit margin as compared with
last year.

Distribution and Selling Expenses

For the six months ended 30 June 2019, the Group’s overall distribution and
selling expenses amounted to approximately HK$72,509,000 (six months ended
30 June 2018: HK$94,602,000), which accounted for 2.1% (six months ended
30 June 2018: 2.5%) of the Group’s total revenue.

Administrative Expenses

For the six months ended 30 June 2019, the Group’s overall administrative
expenses amounted to approximately HK$217,720,000 (six months ended 30
June 2018: HK$219,737,000), which accounted for 6.4% (six months ended 30
June 2018: 5.8%) of the Group’s total revenue.

R2019F F¥F SRR LER - REREER
R H & EF Y 52,963,069,0007 7T (i &
201846 A30H [t6f# A : 3,334,660,00058 7T )

IHEE S E A EMNS7.4% (B £20185F6 A30
HIE6E A :188.7% ) - B RS E R KM & ¥ 58
#) /425,324,0007% 7T (# Z=2018%F6 30H 16
&l A : 425,457,000/ ) " E S B E X EBEDN
12.6% (#H 220186 A30H [E61E A :11.3% ) °

HEREAKREF
EEEHE2019%F6 A30H 1-61H A 2 B HER K
#9/52,971,489,000/8 7T (#£201846 A30H 16
&l A : 3,392,098,000/& T ) * BEEEFIEKA12.3%
(E ZE2018%F6 A30H (F6fE A : 9.8%) o

REEHRN NREBNSXREEFRBEL T
P0.9% FERARERIEEE R 4121.2% °
MEFESREF TERAAEAFHIEEL
ﬂ—o

DHEREEER

£ B H Z2019F6A30H 1L61E A 2 BEH 5 &
tHE B R4 A72,509,0004 7T (8, 2018546 A
30H 1E61E A : 94,602,000/ 7T) - h &= FE & 2
A ER2.1% (B 2201856 A30H 161 A :
25%) °

THEHAR

EFERET201996830H [F61E A v BETHE
F %) /217,720,000 7T (& Z=2018F6 H30AR L+
618 A :219,737,000/870) " (hEE L ¥ BAEN
6.4% (H £2018F6F30H IF61E A :5.8% ) °
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FINANCIAL REVIEW (continued) E1 T EI B ()

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

For the six months ended 30 June 2019, the Group’s EBITDA amounted
to approximately HK$236,782,000 (six months ended 30 June 2018:
HK$185,469,000) and the EBITDA margin was 7.0% (six months ended 30
June 2018: 4.9%).

Finance Costs

For the six months ended 30 June 2019, the Group’s finance costs amounted
to approximately HK$19,476,000 (six months ended 30 June 2018:
HK$12,982,000), representing 0.6% (six months ended 30 June 2018: 0.3%) of
the Group’s total revenue.

Capital Expenditure

During the period under review, the Group invested approximately
HK$43,295,000 (six months ended 30 June 2018: HK$128,395,000) in
additions of property, plant and equipment. The Group’s capital commitments
primarily relate to the acquisition of property, plant and equipment. As at 30
June 2019, the Group had contracted capital commitments of approximately
HK$43,550,000 (31 December 2018: HK$20,000,000) in relation to the
acquisition of property, plant and equipment.

Income Tax Expense

For the six months ended 30 June 2019, income tax expense of the Group
amounted to approximately HK$24,666,000 (six months ended 30 June 2018:
HK$18,532,000).

B H T & & # 88 51 7 8 (EBITDA)

EEEHZE201996 8308 IF6(E A 2 BRITE &
54 3T R 49 5236,782,0008 7T (E 2201846
A30H 1F61E A : 185,469,000/ L) * BEFITE &
BSERTAE R A7.0% (#Z=201856 A30H LE61E
A:4.9%) e

B & B 2

£ B H E2019F6 A30H 1E61E A 2 5t & K A 49
19,476,0007 7T (&, 22018F6 A30H LE61# A :
12,982,000/ 70 ) * (5B & £ FAEEM0.6% (&
Z2018F6 H30H IF61E A : 0.3% ) °

BEARRMX

REREEA - £ E 2R E 4 543,295,000/ 7T
(B 220186 H30H L-61E A : 128,395,000/
TC) ASE I - e R c EEME AEEE
2P RBEEYE s LR E - 7R2019F6H30
A SEEBBEEYSE HENKENDELE
A AE %) /43,550,000 7T (20184128318
20,000,000/ 7T ) °

PR

EEHET201996 830 1F618 A 2 i &
#) 524,666,000/ 7T (E 2201846 A30H [H61E
A 18,532,000/ 7T °
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FINANCIAL REVIEW (continued)

Liquidity and Financial Resources

As at 30 June 2019, the Group’s net assets amounted to approximately
HK$3,538,429,000 (31 December 2018: HK$3,601,245,000). The key figures of

the Group’s financial position were as follows:

B ¥ B BE (&)

ESRBERBERER

SEEEFEOR
3,5638,429,000/% 7t (2018%F12H31H :

M2019%6 A30H -

3,601,245,00078 70 ) ° 9 #0009 = E #UE 0

T

At 30 June
MR6H30H

2019

HK$°000 &7t

At 31 December
M12A31H
2018

HK$'000 F& 7T

Non-current assets IEREEE 1,882,295 1,771,706
Current assets MEEE 3,852,180 3,892,818
Total assets BERE 5,734,475 5,664,524
Current liabilities mEEE 1,595,782 1,687,133
Non-current liabilities ERBEaE 600,264 376,146
Total liabilities aERE 2,196,046 2,063,279
Net assets BEFE 3,538,429 3,601,245

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.

As at 30 June 2019, the principal financial covenant figures/ratios (according to
the definitions of the Group’s principal banks) were as follows:

Y PY

BB o

SHeREMRITHREHERE
NEFESRE MEAMIAEEHRERT

M201956 A30H T EM M B ROEIE, X
(REBAEETEBERFITHESE)NT

At 30 June At 31 December
M6H30H ®12A31H
2019 2018
Consolidated tangible net worth HBEFBNEE HK$3,258,885,000 HK$3,162,107,000
Consolidated total bank debt to RARIRITREEY
consolidated tangible net worth mEFaETEELD 0.2 0.3
Consolidated EBITDA to FREBRITE REERFRY
consolidated interest expense AR BT L 12.2 14.1
Consolidated current assets to RAMEEEY
consolidated current liabilities RERBa B 2.4 2.3
Consolidated capital expenditure HREBRRAX HK$43,295,000 HK$242,653,000
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FINANCIAL REVIEW (continued) E1 T EI B ()

Risk Management

The Group follows a stringent and prudent risk management policy to manage
foreign exchange and interest rate risks.

The sale and the purchase of raw materials of the Group were mainly
denominated in HKD, USD and Renminbi (“RMB”). Since the Group mainly
carries out production in China, we are exposed to foreign exchange risk arising
from RMB exposure. The Group has been closely monitoring the exchange
rate fluctuation for USD and RMB and will continue to monitor the trend of the
exchange rate and adopt appropriate measures in order to mitigate the foreign
currency risk in a cautious manner.

In addition, bank borrowings of the Group were denominated in HKD and
USD and interests were mainly charged on a floating rate basis. The Group will
continue to monitor the interest rates fluctuation in the market and will adopt
appropriate measures to minimise the interest rate risk.

EMPLOYEES AND REMUNERATION
POLICIES

As at 30 June 2019, the Group had approximately 8,800 (30 June 2018:
9,100) full-time employees. The Group will continue to implement streamlined
production so as to further minimise its labour cost. The Group’s emolument
policies are formulated on the performance of individual employee and the salary
trends in various regions, which are reviewed regularly. Subject to the Group’s
profitability, the Group may also distribute a discretionary bonus to its employees
as an incentive for their contribution to the Group.

The Company 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.

UPDATE ON THE DIRECTORS’
INFORMATION UNDER RULE 13.51B(1)
OF THE LISTING RULES

Pursuant to Rule 13.51B(1) of the Listing Rules, changes in the information of
the Directors since the date of the 2018 annual report of the Company required
to be disclosed in this interim report are as follows:

1. Mr. Wiliam LAM ceased to serve as the legal adviser of the Hong Kong
Public Doctors’ Association with effect from 6 June 2019.

2. Dr. YEN Gordon (i) resigned as an independent non-executive director
and ceased to act as a member of each of the remuneration committee
and audit committee of Hopewell Holdings Limited with effect from 3 May
2019. The withdrawal of the listing of the shares of Hopewell Holdings
Limited on the Stock Exchange took place with effect from 9:00 a.m. on
that date; and (i) was appointed as an independent non-executive director
as well as a member of each of the audit committee and the nomination
committee of Impro Precision Industries Limited, a company listed on the
Main Board of the Stock Exchange (stock code: 1286), with effect from 1
April 2019.

2 B E

S B &R AE R E A R B B R SN E
KR @ -

SEZHEMRBIRBUETL EXTRARKES
T -MEENEEEMURTE BFRARKE
FREEZIMNER SE—BETIEBXTRA
REEXNES SRNEBRNTE BRER
EXES  ZHRENRE AR KRR -

o EEEIRITEE B TTMETRERL - A
BEBENIBNXRGFE AEBSKBEBRETS
H) A SR B 3 2 BB B ROHE B DARLIR A R _E 7t
HY LR -

EBENMEBR

EEBR2019F6A30B 22 BREEAZEN A
8,800 A (201846 A30H : 9,100 A ) ° A £ @ %
BEBMBHLEE UWESRIVBF KA &
BB S BRSREMEBIES M TIERE RS
BEFIBE M ET EBEL RN ERTEH
JEEL B 2 BFIER - BB B AL T 18 8 s E
P EE 2 5/t

ARRREERA —HBERENE TeRHET
HBIIRIEREEEFE NRnREZE
E HEREEREE-

B EmHRAZE13.51B (1) f%
ENEREEENNRHER

BIE FHHEAIE13.51B)E - B4
EiRE BEAE - AR HISRE A T4
a3

NEI2018F F
BENEEER

1. B EEB2019F6 A6A TN HIEESE
BALBEREAGS 2 AEER-

2. ERESELT()B201945 AHEEHTAFME
¥XBERNFZEIIERNITES  WABEE
FNEZEEEREZZEEEAIKE &
BEEARAFZBRMNAE B EFNFIERR
BT FTE £ R (i) E20199F4 518
ZEREERE LEER NG ZBUIENIT
EEUREZZESRRERZEESALK
B ZAREBRAERLETAR (BRER
g% 1286) °
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DIRECTORS’ INTERESTS IN SECURITIES

As at 30 June 2019, the interests and short positions of the Directors and the
chief executive of the Company in the shares, underlying shares and debentures
of the Company or any of its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong) (the “SFO”)), which were required to be: (a) notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which they were taken or deemed to
have under such provisions of the SFO), (b) entered in the register referred to
therein pursuant to section 352 of the SFO (the “Register”), or (c) notified to the
Company and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in Appendix 10 to the
Listing Rules (the “Model Code”), were as follows:

Long positions in the shares of the Company (the “Shares”) and underlying
Shares:

EECRSER

201956 A30H  E = R AR BITTHAR N A
REHEERAEEE (RBERBEPETE
B MEE G ([F5 R BE &P ) EXVEDFT
BT2RE) 2kt HEROREEETHES
B(Q)IRE 7 M RPIZEXVERE7 M8 #f A A
REIMBR T S AR (BRRIEES LB

BEEPI2EBRERSHEFEXRSER 2 Em
Kok =) + (OIRIEE 77 K B (R F 3621

ZAgpni 2 ([ 2 ]) 2R AR k(o)
iﬁﬁ%%ﬁm%ﬁ%tﬁﬁﬁA%%ﬁﬁ%#
RS EEESFA ([1Z2E<FA]) BAARRQ
RS MABIT

RARE 2 &G ([&H]) RABERDOT RS
S

Number of Shares and

Approximate % of

Name of Directors Capacity Nature of Interests  Underlying Shares Held Total the Issued Shares
HEBBITRE
EEpR =gv) ERtE FEROREBEROHE By Btk
Dr. YEN Gordon Beneficial owner Personal interest 8,380,000 8,380,000 0.69
mEHET ERBEBA EA¥ER
Mr. YAU Hang Tat Andrew Beneficial owner Personal interest 1,450,000
BB 5 & ERBEBA EA¥ER
Beneficial owner Personal interest 800,000
ey ' . 2,730, 22
ERBAA (BN £ (Note 1) (H17t1) 30,000 0
Spouse’s interests Family interest 480,000
FLiBHE S BN (Note 2) (#tit2)
Notes: B i

(1) These underlying Shares
2011 Scheme:

represented the share options granted pursuant to the (1)

Exercise Price

R

RIF20TEE S BIR w0 fE A BE R AR BE A 10 1O 18

Number of
Underlying
Shares Comprised

Name of Director Date of Grant per Share Exercise Period in Share Options

BREMEEZ
Esps RUBEH BRTEE BRRATER HERDEE
Mr. YAU Hang Tat Andrew 19/01/2018 HK$1.10 19/01/2019-18/01/2020 800,000
18 3% 5 & 11087

(2)  Mr. YAU Hang Tat Andrew is deemed to be interested in 480,000 Shares held by his  (2)

spouse under the SFO.

RIEFEF MGG SEERERE AR E

B 4B T4 7 #9480,000% A {0 2 #E 2
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DIRECTORS’ INTERESTS IN SECURITIES (continued)

Save as disclosed above, as at 30 June 2019, none of the Directors and
the chief executive of the Company had any interests or short positions in
any shares, underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO), which
(@ had been notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and short positions
which they were taken or deemed to have under such provisions of the SFO), or
(b) were recorded in the Register, or (c) had been notified to the Company and
the Stock Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS

As at 30 June 2019, the following persons (other than a Director or the chief
executive of the Company)/entities had interests and short positions in the
Shares and underlying Shares as recorded in the register of interests of the
substantial shareholders required to be kept by the Company pursuant to
section 336 of the SFO (the “Substantial Shareholders’ Register”).

Long positions in the Shares:

EEZEFER (8

B FaliigEEE SN R2019F6 A30H » EF AR
RITTERR S B R A D R S AR AEE AR (R
BEE NG EOIEXVERFTIE F 2 8% ) AT
IR (D - BB () S ERE BT (IR B H LA E K
BIEXVEREF T 87 EPE A AN A B R B 32 Fr 2 #E
mRARE (BIEREESMBERN 2 EEHAT
BEWEFEIRBEE 2R LK R) ()i ik
RAMA K ()IRFELEFRIE @A AR 7] NPT
AT IR A B o

FERRRHEMALERS

R2019F6A30H * U TA L (BEFHAR AT
BERIN) B RO RABEROTEELRA
AR ES R EEOFEIR6EBFEZ T BRE
Emafl ((EEREEM] )AL #Em R

PN
E o

R R ER

Approximate

Number of % of the

Name of Substantial Shareholders  Capacity Nature of Interests Shares Held Total Issued Shares

HNEEBRITRA

TERREE BB 54 BEHE BFERGEE ay BO

COFCO Corporation (“COFCQ") Interest of controlled ~ Corporate Interest 442 860,000 442 860,000 36.23
FigEEFRAA ([FE]) corporations wEEE (Notes 1 and 2)
B EENER (Hta£1%2)

Chinatex Corporation Limited Interest of controlled ~ Corporate Interest 442,860,000 442,860,000 36.23
(“Chinatex”) corporations FE R (Notes 1 and 2)
RERSEEERAR ([FR45]) AHEENER (Briz1k2)

Chinatex Yieldfull Investment Co., Beneficial owner Personal Interest 409,036,000 409,036,000 33.46
Ltd. (“Yieldful’) EEBAA EAER (Note 1)
RHREREERERAR ([RE]) (Hrzt1)
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS (continued)
FERRREMATER ©

Approximate
Number of % of the
Name of Substantial Shareholders  Capacity Nature of Interests Shares Held Total Issued Shares
HEERTRE
TERRUE BB L) BHME FEROHE ay BAt
Chinatex Jinhui Investment Interest of a controlled  Corporate Interest 409,036,000 409,036,000 33.46
Management Co., Ltd.* (“Jinhui”) corporation EEER (Note 1)
RARBREERAREMARF ERZEENER (Hizt1)
(T3R3%])
Mr. HA Chung Fong (‘Mr. HA") Beneficial owner Personal Interest 157,158,000
EFEE ([BEEAE]) ERBAA EAER (Note 3)
(Hiz#3)
226,318,948 18.51
Founder of Other interests 69,160,948
discretionary trust ~ Efh % (Notes 3 and &)
EELEIPA (Mi23ks)
Ms. TANG Kuen Mui Spouse’s interests Family interest 226,318,948 226,318,948 18.51
gt [ g RIS (Note §)
(Hiz#3)
Super Brilliance Company Limited Beneficial owner Personal Interest 69,160,948 69,160,948 5.66
(“Super Briliance”) ExBEBA BAER (Notes 4 and &)
(HizaRs)
Island Treasure Investments Limited Interest of a controlled  Corporate Interest 69,160,948 69,160,948 5.66
(“lsland Treasure”) corporation FEES (Notes 4 and 5)
EHZENER (Mitaks)
Onwide (H.K.) Limited (“Onwide”) Trustee Other interests 69,160,948 69,160,948 5.66
LR (BFB)ERAR ([RHM]) REEA Hit s (Notes 4 and 5)
(Hit425)
Mr. WONG Tak Leung, Charles Interest of controlled ~ Corporate Interest 69,160,948 69,160,948 5.66
(“Mr. WONG") corporations FEES (Notes 4 and 8)
FEREE ([FEE] EHEBOER (Hiitafes)
* For identification purpose only * R@tHh#z A
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SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS (continued)

Notes:

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

2. As at 30 June 2019, Chinatex (H.K.) Holding Limited held 33,824,000 Shares as
beneficial owner. Chinatex (H.K.) Holding Limited is a wholly-owned subsidiary of
Chinatex and Chinatex is a wholly-owned subsidiary of COFCO. Therefore, each of
Chinatex and COFCO is deemed to be interested in the Shares held by Chinatex
(H.K.) Holding Limited.

3. Ms. TANG Kuen Mui, spouse of Mr. HA, is deemed to be interested in the Shares
held by Mr. HA.

4. 99% of the equity interest of Super Biriliance is held by Island Treasure which is
a wholly-owned subsidiary of Onwide and Onwide is owned as to 100% by Mr.
WONG. Therefore, each of Island Treasure, Onwide and Mr. WONG is deemed to be
interested in the Shares held by Super Brilliance.

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

Save as disclosed above, as at 30 June 2019, the Directors were not aware of
any persons (other than a Director or the chief executive of the Company) who/
entities which had any interests or short positions in the Shares and underlying
Shares, which were required to be recorded in the Substantial Shareholders’
Register.

FTERRREMALTER @

Wyt

1. BEAREZIENEBAN BRAATHIRE
HEAR TirHA AT RNZEHBAT H
U SRUB, SR ROPIER R IEAE R R AT
Bitp 2 i

2. FA2019F6H308 ' 41 (BB ) IERAER A AIF
533,824,000k 180 (1ERE=HEAA) cHhH &)
(BB)ERBRAR ARG ZE2EMBRR M
FaBl TR 2EAMB AR EiItt R4 &P
BEAWGERBETL (BB ZBRERARMN
B 2o

3. HEHZEIRBEREZEM EMHEFEEREE
FAEPTF RD RORE AR -

4. Super Briliancef¥ Hlsland Treasure 99% . I # -
Island Treasure B& 2z 2 EM B AR ME%LE
AL M2 o F L - Island Treasure~ %A1
T F o % B 118 YE¥E B Super BrilianceFT 5 A%
D2 e o

5 TMAHATUStIZTEA HATustBE R4 RHE
RIEFI MR —BEEET-

% R EEES - R2019%6 A30H B HEL A
BEMAL (BERFARGTHRORBRI) /&
BRI AR A AR X BRE S
AR
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SHARE OPTION SCHEME
The 2011 Scheme

The 2011 Scheme was adopted by the Company pursuant to a shareholders’
resolution passed at the extraordinary general meeting held on 20 January
2011. Under the 2011 Scheme, the Board may, at its absolute discretion, grant
share options pursuant to the terms of the 2011 Scheme to eligible participants,
including, among others, the directors, full-time employees and part-time
employees of the Company and its subsidiaries. The 2011 Scheme will expire
on 20 January 2021.

The following table discloses movements of the Company’s share options
granted under the 2011 Scheme during the period under review:

fEARAESTE
201152l

AR BREH2011F1 5208 8217 2 BB RIK
BBz —EREIRERRMN2011FTE -
2015 T EE LA RE0 N FTEIEHE
EREREER2EE (ERREARRIREN
BRARES 2BEBLMEBES )R LBRE-
2011 5T 28 72021451 208 fE@im ©

TREBEARFNREERHARZE011FIE
RAERE 22BN -

Cancelled/
Outstanding Lapsed/ Outstanding
as at Granted Exercised Forfeited as at
1 January During During during 30 June
Grantees Date of Grant Exercise Price 2019 the Period the Period the Period 2019
A2019& HRe A20195
181H i VS 64307
AR A wHBEH TEE HARTE HRERE HRET Ve -1 e RAT
Director
=
Mr. YAU Hang Tat Andrew 19/01/2018 HK$1.10 1,800,000 - 1,000,000 - 800,000
Bz g 1.10% 7T
Employees 19/01/2018 HK$1.10 24,300,000 - 16,450,000 300,000 7,550,000
EE8 11078 7T
Total 26,100,000 - 17,450,000 300,000 8,350,000
B
Notes: Hiat -

1. The share option will be fully vested after 12 months from the date of grant and the
exercisable period of share option is from 19/01/2019 to 18/01/2020.

2. The closing price of the Shares immediately before the date of grant was HK$1.07.

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

During the period under review, the Company had not redeemed its listed
securities, nor did the Company or any of its subsidiaries purchase or sell any of
such securities.

1. ZERESAELBHEI2EA KBRS
B W ez AR 1T HAPR (3 19/01/2019F 8 =
18/01/2020 °

2. EERBAHRROOKTES.OTET.

Bh - -HEREREARFZLE
™ 3% 7
KBRS AAREEED L EFES AR

Al A AL A H B A B R R B s h BT A B RE
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CORPORATE GOVERNANCE CODE

Throughout the period from 1 January 2019 to 30 June 2019, the Company has
applied the principles of, and complied with, all the applicable code provisions
of the Corporate Governance Code as set out in Appendix 14 to the Listing
Rules (the “CG Code”) except for code provision A.2.1 of the CG Code. With
effect from 23 January 2015, the Chairman and an Executive Director, Mr.
ZHAO Yao, has taken up the position of chief executive officer of the Company,
details of which were set out in the announcement of the Company dated 23
January 2015. This deviated 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 plan its overall strategy more efficiently 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 a sufficient number
thereof being independent non-executive Directors (the “INEDs”).

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as its own code of conduct
regarding Directors’ securities transactions. Having made specific enquiries
with all Directors, they have confirmed that they had complied with the required
standard set out in the Model Code for the period under review.

AUDIT COMMITTEE’S REVIEW

The Company has established an audit committee of the Board (the “Audit
Committee”) for the purposes of reviewing and providing supervision over the
Company’s financial reporting process, risk management and internal control
systems. The Audit Committee presently comprises 1 non-executive Director
and 2 INEDs, and 1 of the INEDs 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 2019 and this interim report.

By order of the Board

Fountain Set (Holdings) Limited
ZHAO Yao

Chairman and Chief Executive Officer

Hong Kong
22 August 2019
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CORPORATE INFORMATION A RZEH

Honorary Chairman
Mr. HA Chung Fong

Board of Directors
Executive Directors

Mr. ZHAO Yao (Chairman and Chief Executive Officer)
Mr. LIU Xianfu

Mr. TAO Yongming

Mr. YAU Hang Tat Andrew

Non-executive Directors

Dr. YEN Gordon (Non-executive Vice Chairman)
Mr. SUN Fuii

Independent Non-executive Directors

Mr. NG Kwok Tung
Mr. YING Wei
Mr. William LAM

Company Secretary
Ms. CHENG Wai Han Charmaine

Registered Office and Principal Place of Business

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

Company Website

www.fshl.com

Principal Banks

Bank of China (Hong Kong) Limited

Hang Seng Bank Limited

The Hongkong and Shanghai Banking Corporation Limited
Standard Chartered Bank (Hong Kong) Limited

Fubon Bank (Hong Kong) Limited

CTBC Bank Co., Ltd.

Solicitors
Vivien Chan & Co.

Independent Auditor

BDO Limited
Certified Public Accountants

Share Registrar

Boardroom Share Registrars (HK) Limited
Room 2103B, 21/F.,, 148 Electric Road, North Point, Hong Kong
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Fountain Set (Holdings) Limited

Interim Report 2019

SHAREHOLDER INFORMATION BRER&E¥

Listing Listed on the Main Board of

The Stock Exchange of Hong Kong Limited
since 20 April 1988

420

2,000 shares

1,222,476,960

(as at 30 June 2019)

Stock Code
Board Lot
Shares Issued

Financial Calendar 2019/2020

Financial year end 31 December 2019

2019 interim results announced

Register of members closed

Interim dividend distributed/to be distributed
2019 annual results to be announced

22 August 2019
N/A

N/A

Late March 2020

Shareholder Services

For enquiries about share transfer and registration, change of correspondence
address, etc., please contact the Company’s share registrar:

Boardroom Share Registrars (HK) Limited

Room 2103B, 21/F.

148 Electric Road

North Point, Hong Kong

Tel +852 2153 1688

Fax +852 3020 5058

Investor Relations

Ms. Charmaine CHENG
Company Secretary and
Deputy General Manager
Corporate Governance Department
Block A, 6/F., Eastern Sea Industrial Building
29-39 Kwai Cheong Road, Kwai Chung
New Territories, Hong Kong
Tel +852 3478 6267
Email pr@fshl.com
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a Industrial Building
Kwai Chung

Fountain Set has overseas marketing/representative offices in the following locations. Addresses, phone numbers and fax nu
are listed at www.fshl.com
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Ho Chi Minh City o, London | Shanghai o Tokyo
AT e b= RR

Production facilities are set up in the following countries:

RTIIBRRE L ERE:

Cambodia . China . Indonesia . Sri Lanka
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