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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 Hong Kong and listed on the Main Board of The Stock
Exchange of Hong Kong Limited, the Fountain Set Group has a total of 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 7,900
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

|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 28 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 2021 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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PHIMBEMNERERS

CONCLUSION Ao

Based on our review, nothing has come to our attention that causes us to 1REBEARITZ TR (T EE IR A BIERER
believe that the interim condensed consolidated financial statements are not  {THEE PHASBRG S M BRERENSE KRS

prepared, in all material respects, in accordance with HKAS 34. RIS BT 2R HE345R R o
BDO Limited ERIUGEEREMEBRERAE
Certified Public Accountants HMEG AN

Lam Pik Wah HEE

Practising Certificate Number P05325 R E MR TP05325

Hong Kong, 26 August 2021 &4 2021FE8H26H
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
BRGSEm REMEERER

(Unaudited)
(REEEIZ)
Six months ended 30 June
#6830 LL61E A

2021 2020
Notes [ff5% ~ HK$'000 F#Ex  HK$'000 F&T
Revenue =] 4 3,218,999 2,099,734
Cost of sales tHE A (2,764,337) (1,886,090)
Gross profit EF] 454,662 213,644
Other revenue HAUA 40,408 31,959
Other gains and losses H il & E518 (5,181) (18,345)
Distribution and selling expenses DIERIEEER (68,334) (52,896)
Administrative expenses THER (224,981) (172,999)
Finance costs EE= 5% (7,850) (10,800)
Share of profit of an associate PR —EEE R B B F) 218 226
Profit/(loss) before income tax expense BRETISMZ HAI&RA, (B518) 188,942 (9,211)
Income tax expense FTi8MZ (37,221) (7,221)
Profit/(loss) for the period EHBERAN, (B8) 151,721 (16,432)

Profit/(loss) for the period attributable to:  FE{L SHARIE&F], (§518) :
Owners of the Company ZiN/NSTEZF DN 136,248 (15,154)
Non-controlling interests JEEERR TR 15,473 (1,278)
151,721 (16,432)
HK cents il HK cents &1l

Earnings/(loss) per share SREF, (B8

- Basic —&&K 11.1 1.2)
- Diluted — 88 11.1 (1.2)

B R

i
L B
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
BRGSEm REMEERER

(Unaudited)
(REEEIZ)
Six months ended 30 June

#=6H30H LL6fE B

2021 2020
Note fifzx  HK$000 F#T HK$'000 F 7T

Profit/(loss) for the period EHEREF (E518) 7 151,721 (16,432)
Other comprehensive income/(loss), Hth2EWE (58

net of tax (BINPRIRIE)
ltem that may be reclassified HEAEEMDEEER Y

subsequently to profit or loss: HE

Exchange differences arising on MEBINEREE

translation of foreign operations (E R AERE 4,825 (8,241)

Other comprehensive income/(loss) SHREMEERE (EB18)

for the period 4,825 (8,241)
Total comprehensive income/(loss) EHEEElRE S (5B EE

for the period 156,546 (24,673)

Total comprehensive income/(loss) for the  FE(L 2B 2 HE

period attributable to: Wik (B518) 4aME -
Owners of the Company ZiN/NSTEZ SN 139,970 (21,280)
Non-controlling interests R RE R 16,576 (3,393)

156,546 (24,673)
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
B & MBI R

(Unaudited) (Audited)
(RIEEIZ) (=& 1%)
At 30 June At 31 December
#68308 K12831H
2021 2020

Notes 132 HK$’000 F T HK$'000 F &1

Non-current assets ERBEE
Investment properties KEY = 71,264 72,524
Property, plant and equipment MR 10 1,304,835 1,341,494
Right-of-use assets EREEE 11 211,711 217,398
Other intangible assets HithmEEE 7,538 9,045
Deposit paid for purchase of plant BEEBILZENENEE
and equipment 16,011 12,506
Interest in an associate N—E#E AT 2 #m 23,012 22,793
Deferred tax assets PRI THE B 72,001 71,062
1,706,372 1,746,822
Current assets REEE
Inventories =8 12 1,527,748 1,218,169
Trade and bills receivables B ERERE RIS 13 1,215,085 1,027,493
Prepayments, deposits and FENMIE#E &
other receivables HiEW RIS 13 167,998 166,967
Tax recoverable A UgEFRIE 865 3,342
Restricted bank deposits ZIRHIRITIERR 4,130 7,351
Short-term bank deposits FEHRIRITERR 95,191 229,313
Bank balances and cash IRTTHEERRNIRE 1,040,020 1,026,254
4,051,037 3,678,889
Current liabilities mENaE
Trade and bills payables SELERENRIE 14 978,115 964,731
Other payables and accruals HhENRIBRESE R 14 311,785 280,312
Contract liabilities EXEEE 28,317 22,014
Lease liabilities — current portion HEaGE—REIH 27,790 31,399
Amounts due to non-controlling RIEVERR AR ER AR IB
shareholders 64,525 64,525
Amount due to an associate R —EME A B FIE 3,870 5,861
Deferred income — current portion FIEW A —RENER 1D 3,789 3,701
Tax payable FETRIE 33,599 17,487
Bank borrowings — due within one year ~ $E{TfEE——E R ZIHA 15 456,612 229,606
1,908,402 1,619,636
Net current assets RENBEZFE 2,142,635 2,059,253
Total assets less current liabilities BEAGERRSERE 3,849,007 3,806,075

B\
R R
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

FERER S AR

(Unaudited) (Audited)
(RIE&EIZ) (RE&Z)
At 30 June At 31 December
*6H30H 128318
2021 2020
Notes fifzt ~ HK$'000 F#Er  HK$000 FE7T
Non-current liabilities EREAE
Deferred income — non-current portion FEIEW A —IERBNEB 2 71,697 66,311
Bank borrowings — due after one year RITEE ——F BRI 15 - 7,142
Lease liabilities — non-current portion HEaB-IEREHD 139,687 146,037
Deferred tax liabilities FIERMIEEE 5,663 6,796
217,047 226,286
Net assets BEFEE 3,631,960 3,579,789
Capital and reserves BARRKfEE
Share capital f& s 16 889,810 889,810
Reserves HE 2,558,980 2,504,762
Equity attributable to owners NNB)HEE AEL#ER
of the Company 3,448,790 3,394,572
Non-controlling interests JEPER 183,170 185,217
Total equity HE4RE 3,631,960 3,579,789
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

o A, ik L 4
B EEmEER
Attributable to owners of the Company
EREERAE
Share Non-
Share  Translation options  Statutory  Retained controlling Total
capital reserve reserve  reserves  earnings Total interests equity
R ERHE BRERE IERE  REERY BE FEkRE  EESE
HKS000  HK$000  HKS000  HK$000  HKSUO0  HK$000  HKSU0O  HK$'000
FAT FET FET AT FET FET FE7T FET
At 1 January 2021 (audited) P01 E1B10 (BE%) 889,810 (35,926) - 105300 2435388 3394572 185217 3,579,789
Exchange differences arising on BEENEEEL VERER
translation of foreign operations - 3,722 - - - 3,722 1,103 4,825
Profit for the period EREAT - - - - 136,248 136,248 15473 151,721
Total comprehensive income ERETENRLE
for the period - 3,722 - - 136,248 139,970 16,576 156,546
Dividend recognised as distribution ~ EEZADEZRE - - - - (85752  (85752) (18,623  (104,375)
At 30 June 2021 (unaudited) 12021465308 (RLEH) 889,810 (32,204) - 105300 2,485,884 3,448,790 183,170 3,631,960
Attributable to owners of the Company
KREEEAEL
Share Non-
Share  Translation options Statutory Retained controling Total
capital reserve reserve reserves garnings Total interests equity
hk  ERRE BREEE IEEE  ZERA Bfs HEREBR  BREE
HKSO00  HKSOOD  HKSOOO  HKSUOO  HKSOO0  HKSO0O  HK$O00  HK$O00
TEr &1 FEn TEr &1 Fén TEr FEn
At 1 January 2020 (audited) 120201810 (EEH) 889,810 (63,224) 607 100,118 2482150 3,419,461 165,59 3,585,056
Exchange differences arising on BEBNERET  ERER
translation of foreign operations - (6,126) - - - (6,126) (2,115 8,241)
Loss for the period il - - - - (15154)  (15,154) (1,278 (16432
Total comprehensive loss EHE2AREEE
for the period - (6,126) - - (15,154) (21,280) (3,393) (24,673
Dividend recognised as distrioution ~ EEESAHEZ RS - - - - (127898 (127,8%9) - (12789
Trangfer from share options reserve  MBRERBRREZRERA
to retained earnings - - (607) - 607 - - -
At 30 June 2020 (unaudited) 12020665308 (REER) 889,810 (69,350) - 100,118 2339710 3,270,288 162202 3,432,490
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

FERERERER

(Unaudited)
(RE&EIZ)
Six months ended 30 June
#H=6A300 LL6MER
2021 2020
HK$000 F3#;c  HK$'000 F#&7T
Net cash used in operating activities SEBEEMENREFE (175,903) (2,608)
Net cash used in investing activities: KREEEFANREEE !
Purchases of property, plant and EEYE WBEREE
equipment (47,340) (42,883)
Other investing cash flows HEMEEZIRE RS 37,107 12,493
(10,233) (30,390)
Net cash generated from financing REIBEEMENIRESFE
activities:
New bank borrowings raised HEEZIRTEE 692,703 432,426
Repayment of bank borrowings BERTTEE (472,999) (51,560)
Dividends paid to non-controlling BENREFIEERKE
shareholders (18,623) -
Dividends paid BNRE (85,752) (127,893)
Repayment of principal portion EEHEaEIAEED
of the lease liabilities (15,947) (9,581)
Payment of interest portion SNHAEsEZMEZ D
of the lease liabilities (4,354) (4,534)
Other financing cash flows HthmEZREnRE (3,323) (18,157)
91,705 220,701
Net (decrease)/increase in cash REkZERHFASEEN
and cash equivalents Ol /g E (94,431) 187,703
Cash and cash equivalents at REERGENRE R
beginning of the period ZRIREIER 1,228,134 937,353
Effect of exchange rate changes on cash [EXREFHH RS
and cash equivalents LZRIREBEENTE 1,508 (2,816)
Cash and cash equivalents at end REPABARERNRE R
of the period LFRREIER 1,135,211 1,122,240
ANALYSIS OF THE BALANCES OF RERERREEBEEFN
CASH AND CASH EQUIVALENTS: P i
Short-term bank deposits ERRIRITERR 95,191 225,759
Bank balances and cash RITHERKRIRE 1,040,020 896,481
1,135,211 1,122,240
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

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 2020
that is included in this Interim Report 2021 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 statutory annual consolidated financial
statements for the year ended 31 December 2020 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”).
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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 2020 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 2021.

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 2021.

Amendments to HKAS 39 and Interest Rate Benchmark Reform —
Hong Kong Financial Reporting ~ Phase 2
Standard (“HKFRS”) 7,
HKFRS 9 and HKFRS 16

The new and revised standards, amendments and interpretations that are
effective from 1 January 2021 did not have any significant impact on the
Group’s accounting policies.

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

Classification of Liabilities as Current
or Non-current and Hong Kong
Interpretation 5 (2020), Presentation of
Financial Statements - Classification
by the Borrower of a Term Loan that
Contains a Repayment on Demand
Clause*

Amendments to HKAS 1

Amendments to HKAS 1 and
HKFRS Practice Statement 2

Disclosure of Accounting Policies*

Amendments to HKAS 8 Definition of Accounting Estimates*

Amendments to HKAS 12 Deferred Tax related to Assets and Liabilities

arising from a Single Transaction*

Fountain Set (Holdings) Limited
Interim Report 2021

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

3. PRINCIPAL ACCOUNTING POLICIES (continued)

Amendments to HKAS 16 Proceeds before Intended Use?

Amendments to HKAS 37 Onerous Contracts — Cost of Fulfiling a
Contract?

Amendments to HKFRS 3 Reference to the Conceptual Framework®

Amendments to HKFRS 10 Sale or Contribution of Assets between

and HKAS 28 an Investor and its Associate or Joint

Venture®

Amendment to HKFRS 16 COVID-19-Related Rent Concessions

beyond 30 June 20211

Annual Improvements to Amendment to HKFRS 9,
HKFRSs 2018-2020 Cycle Financial Instruments?

Annual Improvements to Amendment to illustrative examples
HKFRSs 2018-2020 Cycle accompanying HKFRS 16, Leases?

! Effective for annual periods beginning on or after 1 April 2021.

2 Effective for annual periods beginning on or after 1 January 2022.

8 Effective for business combinations for which the date of acquisition is on or
after the beginning of the first annual period beginning on or after 1 January
2022.

& Effective for annual periods beginning on or after 1 January 2023.

5 The amendments shall be applied prospectively to the sale or contribution
of assets occurring in annual periods beginning on or after a date to be
determined.

The directors of the Company anticipate that the application of these
amendments to HKFRSs and HKASs 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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REVENUE AND SEGMENT INFORMATION

The board of directors of the Company (the “Board”), 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, Vietnam, 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/(loss) from
the production and sales of dyed fabrics, yarns and garments and results

by reportable segments for the period under review.

Six months ended 30 June 2021 (unaudited)

Fountain Set (Holdings) Limited
Interim Report 2021

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
fERRkR & M B R R M EE ()

EERBEROEEN
FREEFE (EFE) BIXBEERR
#) IRIBEE P PREE A F B8 1 B T HA
BERKEXRERUBE OFEES (B2
BIFfEH) ~hEARSME (THE) ~ &
B FEE TER - =M BUN R A&
(Bl E Mt I E > TER LR #
F TR KORPT) ~FTAZEMBUED
EEN R MIEME BIAGRSZEED

T ALEEREESHRARERKE
e WRAKETRESENH 2 B %
BREF,/ (§58) LUREEFEZ D7 -

HE2021F6H30H LL6AAR (REHFZ)

Segment
Hong Kong The PRC Taiwan Korea  SriLanka America Europe Others total  Eliminations Consolidated
&k HE A B  MEETF Eifl Bl EMHE  AEEE H# wa
HKS'000 HKS'000 HKS'000 HKS 000 HKS'000 HKS'000 HKS'000 HK$'000 HKS'000 HKS'000 HK$'000
Tr T T Tir Tér T T Tir Tér T T
REVENUE L
Externdl sales e 402,784 878,844 228,905 205,011 515,600 264,428 28712 694715 3,218,999 - 3218999
Inter-segment sdes oty ERHE (H2) 1,633,589 1,008,694 = = 196,987 = = 83653 3121878  (3,127873) -
Total segment revenue e 2,236,373 1,887,538 228,905 205,011 712,531 264,428 2,712 783368 6346872 (3,127,873 3218999
RESULTS S
Segment profit HERN 46,764 104,024 26,749 23913 47,497 30,709 3,355 79,987 362,998
Inteest income FIEMA 3,970
Unallocated income FREMA 1,190
Unalocated expenses APEIH (171,584)
Finance costs EEGEN (7,850)
Share of proft of an EiE—BHELT RN
associate 218
Proft before income tax  BRFTETA HiETRR
expense 188,942
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

4. REVENUE AND SEGMENT INFORMATION (continued)
Six months ended 30 June 2020 (unaudited)

RRAAR & MR R MI=E ()

SEBRDEEN @)
B E2020F6830H LE6E B Cki&EZ)

Segment
Hong Kong The PRC Taiwen Koea  Srilanka America Europe QOthers tota Eliminations ~ Congolidated
&% e aE 28 HEEF eS| B EfHE  DBEE B &4
HK$ 000 HKS$ 000 HK$ 000 HK$000 HK$ 000 HK$ 000 HK8 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000
FET Fér Fér Fén FET Fér Fér FE1 Fér Fér Fér
REVENUE BRE
External sales HIMEE 279,009 638,620 176,899 156,503 219,407 79,493 19,563 470240 2,099,734 - 2099734
e eqmient s oty HEBHE () 1208913 45270 - S i - Sl ATH (7273 -
Total segment revenue RS EREE 1,482,922 1043890 176,899 156,503 345,924 79,493 19,563 516274 3821468  (1721,734) 2,099,734
RESULTS 25
Segment profit PERH 15,920 52,221 13,236 11,720 13,315 1,178 1,465 33,948 143,008
Interest income FSHA 3,856
Unallocated income RARMA 2449
Unallocated expenses ~ RPELH (147,950)
Finance costs EEGE (10,800)
Share of proft of an FEf—EREAT 2R
associate 226
Loss before income tax ~ FAFRERS HAISA
expense 9.211)
Note: Inter-segment sales are charged at price by reference to the prevailing market Wizt D EEEEZBRL2RERZMIEE

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 of investment properties,
property, plant and equipment and other intangible assets, interest income,
impairment loss and loss on disposal/written-off of property, plant and
equipment, finance costs, share of profit of an associate, etc.. This is the
measure reported to the Board for the purposes of resource allocation and

performance assessment.

FRMAERE

DEEMESDEFMRNNERN > B
B ADRPRITHMARAEMER (BEH
FEEAMZEERNMAX EFME R
TERS KREVME WX RERRER
HtEPLEEZINEREE FEWRA Y
E RBERREMEBRIRBE MH
BiIE MEMA BE—EBHERT 28T
Folt B REBERDEREVNFEMAES
GERELE-



Fountain Set (Holdings) Limited
Interim Report 2021

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
fERRkR & M B R R M EE ()

REVENUE AND SEGMENT INFORMATION (continued) 4. EEHERHEEH (B
Disaggregation of revenue EEESTY
Disaggregation of revenue from contracts with customers by products and BERREEIBAREEI2NEL SR
timing of revenue recognition are as follows: WADFIANT -
(Unaudited)
(REEEIZ)
Six months ended 30 June
# E6H308 LL6ME A
2021 2020
HK$000 +#;r  HK$000 F#&7T
Revenue from contracts with ERMBHREENFE1558
customers within the scope of HEANNEFEREGRIKA :
HKFRS 15:
Production and sales of dyed BB RIHE B R
fabrics and yarns 2,867,089 1,851,603
Production and sales of garments BUE M E BT 351,910 248,131
3,218,999 2,099,734
Timing of revenue recognition: R A BB -
At a point in time LG 3,218,999 2,099,734
FINANCE COSTS 5. FAEA
(Unaudited)
(REEEXZ)
Six months ended 30 June
#=68300 LL6ME R
2021 2020
HK$'000 F#5z  HK$'000 F&7
Finance costs on: MBS
Bank borrowings RITEE 3,496 6,266
Lease liabilities HEas 4,354 4,634
7,850 10,800
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
fERRkR & MBI R M ()

6. INCOME TAX EXPENSE 6. FrigMt

(Unaudited)
(REEXZ)
Six months ended 30 June
8 E6H30A 1L61E A
2021 2020
HK$000 F#;c  HK$'000 F&ET
Current tax: EHIERIA -
Hong Kong 58 16,320 152
The PRC H 15,988 9,644
Other jurisdictions Hhslsu& 7,409 755
39,717 10,551
(Oven)/under provision in prior years: BEFEE (BrEEE) BESE .
The PRC s (613) (454)
Other jurisdictions Hana A& 161 555
(452) 101
Deferred tax: PFEIEFRIA
Hong Kong 58 (1,504) (1,900)
The PRC s 743 (1,041)
Other jurisdictions HhalEm& (1,283) (490)
(2,044) (3,431)
37,221 7,221

Under the Hong Kong two-tiered profits tax rates regime, the first
HK$2,000,000 of assessable profits of one subsidiary of the Company,
which is a qualifying corporation, is taxed at 8.25% and the remaining
assessable profits at 16.5%. The profits of other group entities not elected
for the two-tiered profits tax rates regime will continue to be taxed at
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 is 14%.

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

RIEFBMNERMRS XA —BAEE
BB A B8 E2,000,00078 5T &
ERMEBN ZMEAES.25%  MER T AYFER
MBEN ZMEE16.5% N EIF SR M
BHNEHMER SR BAFEERRE
16.5%:5 157 ©

RGP R EFERE (TRERERZED
Kt 2FERIEABHER > PEKH B AR
ZIREE25% °

REFEE LB ERREE FEW
EHB AT ZREB14%o

HialatE 2 NIAR UARE B 8EM
BERZRKHE -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
fERRkR & M BRI EE ()

Note: For the six months ended 30 June 2021, government grants included

grants of HK$6,192,000 (six months ended 30 June 2020: HK$4,473,000)
received from the PRC local government authority as subsidies to the Group
for incentive of foreign trade and steady growth of business and there were
no restrictions with the use of such government grants. For the six months
ended 30 June 2020, the Group also applied for government support
programs introduced in response to the COVID-19 pandemic. Included in
profit or loss was HK$4,608,000 of government grants obtained relating
to supporting the payroll of the Group’s employees from the Hong Kong
Government. The Group elected to present this government grant separately,
rather than reducing the related expense. The Group had to commit to
spending the assistance on payroll expenses, and not to reduce employee
head count below prescribed levels for a specified period of time. The Group
did not have any unfulfiled obligations relating to this program. No such
government grants were obtained for the six months ended 30 June 2021.

7. PROFIT/(LOSS) FOR THE PERIOD SHIMERF, (&518)
(Unaudited)
(RE&EIZ)
Six months ended 30 June
H=6A300 LL6MER
2021 2020
HK$'000 F#5z  HK$'000 F&7
Profit/(loss) for the period has been  2HIBZEFI, (B548) B8,
arrived at after charging/(crediting): GtA) PIIRIE:
Amortisation of other intangible assets ELfth 72 & 7 > #5H 1,508 1,508
Depreciation of investment properties &Y% 2 T 2,479 1,748
COVID-19-related rent concessions*  EACOVID-197 BIHITH 2 552~ - (1,813)
Depreciation and impairment of ME- KB RREZTER
property, plant and equipment HE 85,385 80,013
Depreciation of right-of-use assets ~ EREEEZITE 14,401 15,521
Employee costs (including directors’ BB A7 (BIEEES)
emoluments) 507,252 354,492
Gain on disposal/written-off of HE EEYE  Has
property, plant and equipment? B Wt (562) (1,440)
Government grants* (note) BT AR~ (B5E) (6,192) (9,081)
Provision for impairment loss EENERERTIEY
recognised on trade and bills AEBR G EE
receivables, net* 6,183 11,858
Interest income* F) B U A (3,970) (3,856)
Net exchange (gains)/losses* FER (km) B8/ E" (440) 7,927
Net rental income from investment R &Y S W AFE*
properties* (6,736) (5,643)
* Included in other revenue * BETHEMEARN
# Included in other gains and losses # BRETHEME R REEA

Kzt i E2021E6830H LE61E B » BUFEEE e

FWEEEFEEMBFEBERELIES
SEBFEBIEREREEREZHA
6,192,000 7T (B Z=2020%62301 1L6
@88 : 4,473,000 70) » M %5 BUT 5 b
B 165 A3 A S PR 1) o B 22020568 30H 116
@88 > REMIFRFEEHCOVID-19% 15
SIAZBEZ a8 i R AERS A
BEZ TEMERESE BB ZBUT#HAE
4,608,000/ 7ot A B4 o AN EEIERIZE
2H B MIENRAREES - &
EMAAEBRLEARSZAIERS B
REEHBARIRETABRLER
FRFTHRE R 7K T o A S B A 2% 5T 200 FR AT
B kBITZEE - EHZE2021FE6H30H
LE61E B > 1 R B L BUT #5 o
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
fERRkR & MBI R M ()

8. DIVIDENDS 8. KR
(Unaudited)
(REEEIZ)
Six months ended 30 June
B ZE6H30H 1L6MER
2021 2020

HK$°000 F#T HK$'000 F &1

Dividend recognised as distribution during the ~ EHARIEHESRADIKZRBE :

period:
2020 final dividend of HK7.00 cents 2020 KRHERE
(2019 final dividend: HK9.28 cents) F/7.0078 L (20194
per share FEARR R | | A%9.287E 1) 85,752 113,683
2020 nil special dividend 2020F | R 2
(2019 special dividend: HK1.16 cents) (2019 RIRR B
per share 1. 16810) - 14,210
85,752 127,893
No interim dividend in respect of the six months ended 30 June 2021 has EFFWESIKE E202156H30H LE61E
been declared by the Board (six months ended 30 June 2020: Ni). BZHERE (B E20205F6830H L6/
B e
The final dividend of HK7.00 cents in respect of the year ended 31 HE2020FE12831HIEEEZ RBRES
December 2020 (2019: HK9.28 cents and special dividend of HK1.16 B&7.00781l (20194 : 9.28 B K45 5 B&
cents) per share, amounting to approximately HK$85,752,000 (2019: B1.16781) » 4985,752,00078 70 (2019 :
HK$113,683,000 and special dividend of HK$14,210,000), had been 113,683,00078 7t K2 5 B A% £14,210,00078
approved by the shareholders at the annual general meeting of the 70) » BRR2021E5B7THE T 2R AT R
Company held on 7 May 2021 and was paid during the six months ended BEAE EERELE I EREIE2021

30 June 2021. F6H30H 618 A AR AR




18 Fountain Set (Holdings) Limited
Interim Report 2021

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
fERRkR & M BRI EE ()

9. EARNINGS/(LOSS) PER SHARE 9. EREY  (E518)

The calculation of the basic and diluted earnings/(loss) per share ENBHEBAEBLEEREANREERT
attributable to owners of the Company is based on the following data: (#518) THiRE T BT E ©

(Unaudited)
(REEER)
Six months ended 30 June
# E6H30H LL61EAR

2021 2020
HK$’000 F &z HK$'000 F &1

Earnings/(loss) &BA (&518)

Profit/(loss) for the period attributable  FtstEERER R E#ERT],
to owners of the Company for the (1) Tz AR B HE A
purpose of calculation of basic and ~ FE{L 2R, (518)

diluted earnings/(loss) per share 136,248 (15,154)
(Unaudited)
(CRRE®)
Six months ended 30 June
B E6H30H k6B R
2021 2020
Number of shares &8
Weighted average number of METEEREAR K

ordinary shares for the purpose of ~ E5EZF (5518) FAA
computation of basic and diluted ZiERIMETEEE

earnings/(loss) per share 1,225,026,960 1,225,026,960
(a) Basic earnings/(loss) per share (a) SREXEF (58
The computation of basic earnings per share for the six months HZE2021F6H30H IE6E R 2 SR E
ended 30 June 2021 (six months ended 30 June 2020: basic loss AERF] (HE202056830H L6183 :
per share) is based on the profit attributable to ordinary equity BREARER) RPN AABEE
shareholders of the Company of HK$136,248,000 (six months ended iR A A RIS & H1136,248,000
30 June 2020: loss attributable to ordinary equity shareholders of BT (BiE202056830H 1E61@ 2 -
the Company of HK$15,154,000) and on the weighted average of KRB EEREETEABLER
1,225,026,960 ordinary shares (six months ended 30 June 2020: the 15,154,000/ 70) & B 217 & @A Nt
weighted average of 1,225,026,960 ordinary shares) in issue during T E1,225,026,9608% (& E2020F
the period. 6H30H IE6E R : T@ERINE
B1,225,026,9608%) =+ & o
(b) Diluted earnings/(loss) per share (b) SREBERAN - (FE)
The Company had no potentially dilutive ordinary shares in issue #H E 2021465 30H 5220206 H30H
during the periods ended 30 June 2021 and 30 June 2020. IFHAE A ﬁ/&ﬂ TREETZAE

FHETECERER-
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

10. MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT

The Group incurred expenditure of HK$47,340,000 during the six months
ended 30 June 2021 (six months ended 30 June 2020: HK$48,257,000)
on property, plant and equipment to expand and upgrade the Group's
manufacturing facilities.

RRAAR & MR R MI=E ()

10. % - RBRRBEZEE

EEFHE2021FE68308 LL61E 2 S
N BIEARIEARNER ZEERIEM D
D~ e R BRI 2 74347,340,000
Bt (B E202056H830H E61EA
48,257 0005 7T) ©

11. MOVEMENTS IN RIGHT-OF-USE ASSETS 1. EREEEZEE)
During the six months ended 30 June 2021, the Group entered into a new E E2021F6830H LL6f@ BRI A » &
lease agreement for use of production equipment for 3 years and therefore B EREERB L —D3FEANMEE
recognised the additions to right-of-use assets of HK$1,534,000 (six %k RILERE R E E L IN1,534,000
months ended 30 June 2020: HK$1,295,000). Bt (BE20205E6H30H 6@ A

1,295,000 7T) ©
12. INVENTORIES 12. 78

(Unaudited) (Audited)
(R EXZ) (2B 1)
At 30 June At 31 December
*6H30H 128318
2021 2020
HK$'000 &t  HK$'000 FE7T
Spare parts B 32,383 26,165
Raw materials R 600,443 437,988
Work-in-progress FEE 448,048 380,750
Finished goods BUAL 446,874 373,266
1,527,748 1,218,169
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

fERAGR & MR R MisE (B

13. 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

13. BERFBRWRIE FAftRIE-
& R H IR IR

FEBREMHN FIOREOREEMTHE
ERP -BERZRBBWHEREEEHL
HARC R S AR BV ARES D AT IO T

period:

(Unaudited) (Audited)

(REEEXZ) (BB 1%)

At 30 June At 31 December

*6H30H 12831H

2021 2020

HK$’000 F T HK$'000 F 7T

Within 1 month NENEER 657,604 586,759
1 to 2 months 1228 H 335,133 278,901
2 to 3 months PESCEYS 168,679 116,324
Over 3 months SEAM L 85,040 70,565
1,246,456 1,052,549
Less: allowance for doubtful debts & : RIREEHE (31,371) (25,056)
1,215,085 1,027,493

Other receivables as at 30 June 2021 represented value-added tax
recoverable of HK$54,711,000 (31 December 2020: HK$61,161,000)
and prepayments, deposits and other receivables of HK$113,287,000 (31
December 2020: HK$105,806,000).

720216 H30H » EMMEWRIE 515 A UK
B3 {E 254,711,000 7T (2020512831
H : 61,161,000/ 7T) RFENFIEBE e R E
fth FE U 70 TE113,287,00078 75 ( 2020128
318 : 105,806,00077T) ©
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

14. TRADE AND BILLS PAYABLES/OTHER PAYABLES AND

RRAAR & MR R MI=E ()

14, EERZHREMARIEHtELR

ACCRUALS IHR &M
(Unaudited) (Audited)
(REE&FEIZ) (28 1%)
At 30 June At 31 December
6H30H 128315
2021 2020
HK$’000 F &7t HK$'000 F&7T
Trade payables EERENRIE 703,209 631,840
Bills payables ZERENRIE 274,906 332,891
978,115 964,731

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

EEREREBNNRZETAHNKRSH

invoice dates, as at the end of the reporting period: REVERE DU ¢
(Unaudited) (Audited)
(REEEZ) (&2 1%)
At 30 June At 31 December
68308 R12831H
2021 2020
HK$'000 F3#&;x  HK$'000 FET
Within 1 month 1MEB X 560,087 726,372
1 to 2 months 1E2EH 240,900 146,890
2 to 3 months 2E3MEH 85,744 49,141
Over 3 months 3@ U E 91,384 42,328
978,115 964,731

Other payables and accruals as at 30 June 2021 represented other
payables of HK$93,094,000 (31 December 2020: HK$89,156,000) and
accruals of HK$218,691,000 (31 December 2020: HK$191,156,000).

12021568301 » EME BN EE
FB ¥ EAth & 5 FIH93,094,0007 7T (2020
F12H31H : 89,156,000 7T) K& Et &
F3218,691,0007% 7t (20205128311 :

191,156,000 7T) ©
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fERAGR & MR R MisE (B

15. BANK BORROWINGS

During the six months ended 30 June 2021, the Group obtained new
bank borrowings of HK$692,703,000 (six months ended 30 June 2020:
HK$432,426,000) and made repayments of HK$472,999,000 (six months
ended 30 June 2020: HK$51,560,000). These bank borrowings obtained
and repaid are mainly denominated in Hong Kong dollar (“HKD”) and
United States 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 1.62%
(31 December 2020: 2.46%) per annum and are repayable within one year.
All bank borrowings were unsecured for the six months ended 30 June
2021 and the year ended 31 December 2020.

15. $RITEE

B E2021F6830H LE61E B BRI v » &
B EVS 3 SR 1718 E692,703,0008 7T (B =
2020565 30H 618 A : 432,426,0007 7T)
K B1&i8472,999,0005% 70 (B 202046
HA30H LE6E A : 51,560,000 7T) %%
WMEREEBEZRITEEEELUET (T8
7t)) K=t (T3E7T)) sHEFREEZ IR1TE
BT ERFEERANIRTEERBE
REBZEBE S

AREBBRTEEFEAIEEE -KEH
IRTTEEZFHERFENZEA1.62% (2020
F12H31H : 2.46%) » WAR1IFRER
B E2021FE6830H LE61E B K& E20204F
1283 1HIEFE  FRARITEENAREIE
o

16. SHARE CAPITAL 16. g7
(Unaudited) (Audited)
(REERZ) (REZ)
At 30 June 2021 At 31 December 2020
12202156 530H 142020512 531H
No. of shares HK$’000 No. of shares HK$'000
BirEE FET Vgt 4=l FAET
Ordinary shares, EER BETREE
issued and fully paid
At beginning and end of the R E R, EAR
period/year 1,225,026,960 889,810  1,225,026,960 889,810

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.

RIBFEBRABRA (F622%) H136/% > AR
AN EERT EREEE.

17. CAPITAL COMMITMENTS 17. BXREKIE
(Unaudited) (Audited)
(CREEX) (&%)
At 30 June At 31 December
Kt6H30H ®12831H
2021 2020
HK$°000 F#7T HK$'000 FE7T
Capital expenditure contracted for ~ E2BE B2 14 28 K 5 5 /H RS
but not provided in the condensed 2 BEAEIR BRSBTS
consolidated financial statements in ~ FRFX KA 1EH EE 2 B4R
respect of acquisition of property, X
plant and equipment 134,161 105,938
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18. SHARE-BASED PAYMENT TRANSACTIONS

The 2011 Scheme

The Company adopted a share option scheme (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 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 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 option was fully vested after 12 months from the date
of grant and the exercisable period of share option was 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 5,800,000 shares lapsed during
the six months ended 30 June 2020 due to non-exercise during the pre-
determined exercisable period.

23

v

18. UMD AR Z (AR5

2011418

AT REF2011E15208 (FER48H ) £
FZREFAG LEBAY —ERE RS
IR BERGESTE (T 2011451 8))) -2011
FHEESELTAAT —BEETHE MU
B2 EE (2011551 BIFFE &) 45 T 52Eh -
[C1EE BNES ~ BN K, RIRBA R RFLE
EEnAEHEZ B

2011 ESFTEI 2 2 HEBIENAAE S R
ZWE AN EREAE  HEEZEGIAE K
BRI A R (TFSHEE) WERESHEM
B8 (Fam2 s ;) FSHERSME
NEPEAESEHATARE FHm2RF
B FrA I 2 ST T2 I EA ;i)
FSHEEZ R E QBN EaEER Fx
K EAMBER (BIERERETITHA B
LZREEHZERENETENAT BRI
7)) ; RWARBHNEAEBZITHRASRE
ERBCHEETTAIERENBERATEMAA
TREEN _EALER] o

HTERBE2011EHEBEFEENRE
ERERAATEMEMBRESE (0
B)ETRFEENMBERBREETHEM
AREETHRMEE REEHEER
HMBBERITRIDEHEN10%  BNEE S
79,401,0960% © IR#E2011E 51 & » 72201841
H19H B8 H 8 526,100,00008 8215 = FE RS
BoBREEBIRHBBRIZERBEH
BB @ MR ENITEHEA2019F1819H
ZF2020F18518H ° DR 24218 H HEAA]
ZWHEASEK1.0787T 20181819
RFHEERRES > HA5,800,0008% 8102
FERR R B Z 2020463300 LE61E B #AFS
N HREELEE ZITERARRETE
[ESSE
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18. SHARE-BASED PAYMENT TRANSACTIONS (continued)  18. URIPAEBRZ X5 @)

The 2011 Scheme (continued)

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.

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 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 may determine and
specify in the offer letter (both dates inclusive). The Board 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 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 be valid and effective for a period of 10 years
commencing on the Adoption Date, after which period no further share
option will be granted. The 2011 Scheme expired on 19 January 2021.

As at 30 June 2021 and 31 December 2020, there were no outstanding
share options under the 2011 Scheme.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
fERRkR & MBI R M ()

18. UM ABRZAMRH @)
2011512l (@)

TRIFERATPREE2020FE6H30H 1E6
BB HREIRIE2011Est8 B HEBRE

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

The following table discloses movements of the Company’s share options
granted under the 2011 Scheme during the six months ended 30 June

2020: EEiER
(Audited)  Cancelled/ (Unaudited)
(BE) lapsed/  (REHEH)
Outstanding forfeited Outstanding
Exercise at 1 January during at 30 June
Scheme Date of grant price 2020 the period 2020
142020 HRE 120205
1818 ##/%% 6H308
HE] e = 7fEfE R ITE /B W R ATE
Employees 2011 19 January 2018 HK$1.10 5,800,000 (5,800,000) -
(=] 2011E  2018FE1H19H  1.10E7T

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

options:

MRy BIEst B REZ AT EE -

Under the
2011 Scheme

Share options

granted on

19 January 2018

RiE2011E s+ 2

1201815 19H

BEERHNERE

Number of options EEEHE 26,100,000
Grant date fair value REBHZ ATEE HK$2,732,000 %7t
Grant date share price BHERBZKRE HK$1.10 7T
Exercise price TEE HK$1.10 T
Suboptimal exercise factor RETTHERE 2.86
Contractual life BHFH 2 years £
Expected volatility FEEH IR 23.81%
Dividend yield IS 4.82%
Risk-free interest rate R A= 1.28%
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18.

19.

SHARE-BASED PAYMENT TRANSACTIONS (continued)

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.

All share options granted on 19 January 2018 under the 2011 Scheme
lapsed after 18 January 2020.

As at 30 June 2021 and 31 December 2020, there was no remaining
contractual life of outstanding share options as all lapsed after 18 January
2020.

For the six months ended 30 June 2021 and 30 June 2020, there was no
expense charged in relation to share options granted by the Company.

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, lease liabilities,
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
their 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 2021 and 31 December 2020.

18.

19.

URNBERZ AR (@)
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20. RELATED PARTY DISCLOSURES

(a)

(b)

Related party balances

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

27

20. FAEKEATHIIKER

(a)

B B L BOAS BR

AEE HERR R A LRI REEEERTE
DRI -

(Unaudited) (Audited)
(RESEZ) (&2 1%)
At 30 June At 31 December
6H30H R12831H
2021 2020
HK$'000 F3#&;x  HK$'000 FE7T
Amounts due to non-controlling /R JE4% A& B% B8 7R I8
shareholders 64,525 64,525
Amount due to an associate R — BB A B TR IE 3,870 5,861

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-day credit period.

Compensation of key management personnel

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

(b)

RIFERKRERRBED BRI RERK
FEEREE - R—BME QB MIEATY
IR R ERANRSOKREEEH
BIEE -

TEEEASHHM

KB EEREMTEZEE NS
B0 -

(Unaudited)
(REEEIZ)
Six months ended 30 June
HE6H30H L6ER

2021 2020
HK$’000 F#&;x  HK$'000 FET
Fees e 425 425
Short-term benefits G ERER 2,091 2,091
Post-employment benefits BB ER 92 92
2,608 2,608
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20. FREKATHIIER (8D
(c) EEMTERAERETNRS

20. RELATED PARTY DISCLOSURES (continued)

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

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

During the six months ended 30 June 2021 and 30 June 2020, 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$504,386,000
and HK$187,744,000 (31 December 2020: HK$591,894,000 and
HK$128,379,000) respectively are placed/arranged with state-owned
banks as at 30 June 2021.

FEBKEMENKERRRERETIE
HPERFERNEZEES HEE
AT R EITEERTZENNERE (f
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B E202156430H 522020564 30H
IF6EARER AEE B EEMES
ERETRG BIEETRNRHEER
M BERE KB UREARAR
TENRS -

MZEEEERHEENNRREER
kK BRERIRZR Z M IFE K o LSk
120219F6830H » AEBRIRTTAARR
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BUSINESS REVIEW

The Group is delighted to report the business review for the first half of 2021
(“1H2021”) and it is the best performed interim results of the Company in terms
of gross profit margin, EBITDA margin and profit attributable to the owners of
the Company, in the recent 10 years. The improvement in the performance of
the Group was mainly due to a larger demand in textile and apparel products
when the 2019 novel coronavirus disease (the “COVID-19”) worldwide (the
“Pandemic”) became less serious as well as the continuous improvement in
operation efficiency of the Group. During 1H2021, the Group’s orders and
production have gradually rebounded from the impact of the Pandemic since
the second half of 2020. Thanks to our existing, new customers and business
partners who have worked closely with the Group through the challenging time
and collaborated with support and embrace.

Our total sales volume of fabric increased significantly by approximately 46.1%
as compared to the first half of 2020 (“1H2020”). Our total revenue was
HK$3,219,000,000 in 1H2021 (1H2020: HK$2,099,700,000), a 53.3% increase
as compared with 1TH2020. The gross profit margin increased strongly by 3.9
percentage points from 10.2% in 1H2020 to 14.1% in 1H2021. Profit for the
period in 1H2021 was HK$151,700,000, a complete turnaround from loss for
the period of HK$16,400,000 in 1H2020.

Difficult and challenging time could make a person stronger and grow mature
which is the same to corporations. What the Group and the textile and apparel
industries faced during the Pandemic was completely overwhelming and
phenomenal. It was the determination, fast to response attitude, persistency
and hard works of the management team as well as all staff to breakthrough
all obstacles. The Group won’t have such turnaround results without the great
effort of the team. The Group successfully managed to reduce the percentage
to sales noticeable of 1. distribution and selling expenses; 2. administrative
expenses and 3. finance costs when compared to the same period last
year. These 3 expenses represented 9.3% of the total revenue in 1H2021, a
reduction of 1.9 percentage points from 11.2% in 1H2020.

Basic earnings per share was HK11.1 cents in 1H2021, an impressive
turnaround from basic loss per share of HK1.2 cents in 1H2020.

With the continuous stringent control on the Group’s credit management and
solid enforcement on our credit policies, the trade and bills receivables turnover
period of the Company was impressively reduced 23 days from 91 days to 68
days, which was in-line with our normal and average trade and bills receivables
turnover period.
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According to the information published on the website of the China Cotton
Association (FEB{E#E), the China cotton price index CCINDEX21298
(P EMETEBERIEH) was RMB16,452/ton as at 30 June 2021 and was
RMB15,365/ton as at 4 January 2021. The China cotton price index was at
the highest in March 2021 at RMB16,667/ton and at the lowest in January
2021 at RMB15,365/ton. When compared with a year before, the China cotton
price index CCINDEX2129B was RMB12,213/ton as at 30 June 2020, and
RMB13,915/ton as at 2 January 2020. From the year-on-year comparison
between 30 June 2020 and 30 June 2021, a 34.7% increase was recorded.

According to the China coal market website, the monitoring data shown on 25
June 2021 based on the China coal price index (national comprehensive) was
208.7, an increase by 60.5 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.

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 4 fabric mills in both the PRC and Sri
Lanka was approximately 24.5 million pounds of fabric dyeing per month, which
was a reduction of 3 million pounds as compared with the same period last
year. The reason for the reduction is due to the Pandemic in 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$2,867,100,000
and accounted for 89.1% of the Group’s total revenue.

Production and Sales of Garments

Revenue from the production and sales of garments for 1H2021 was
approximately HK$351,900,000 and accounted for 10.9% of the Group’s total
revenue.

Dividend

In view of the general practice of the Company to only recommend a final
dividend, the Board has resolved not to declare any interim dividend for the six
months ended 30 June 2021. The Group generously maintained a high dividend
payout ratio of 80% to 90% in the past 4 years. Whether the Group is able
to maintain a similar range of dividend payout ratio as our dividend policy will
also depend on the results in second half of 2021. The Group is committed to
providing rewarding investment return to the shareholders of the Company (the
“Shareholders”), subject to the dividend policy stated in 2020 annual report of
the Company.

Fountain Set (Holdings) Limited

Interim Report 2021
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Awards and Certifications 1RIE R 5058

Our awards and certificates accredited during 1H2021 were as follows: F2021F ¥ 5 EEMTERIERIEUT -
Type of Award/ Date of Issue

No. Name of Award/Certification Certification (Year/Month) Issuing Unit/Organisation

Xt 218/ EAR 218/0EEY  BERABME/R) BHEG/HE

Fountain Set (Holdings) Limited SAE % (£&) BIRAT

1 COTTON USA™ Licensee Licensee 20211 Cotton Council International
COTTON USA™ G EB 1t RREGIERH ZEERREHRE

2 SUPIMA® Licensee Licensee 2021/1 SUPIMA® World's Finest Cottons
SUPIMA® B B 1EB A+ RESEBH SUPIMA® tt R T R A5 7+

3 “13th Five-Year Plan” China’s Knitting Industry ~ Award 2021/5 China Knitting Industrial Association*
Excellent Technological Innovation Enterprise* #2718 HEMS T ERS

= hPEHBTRERRRAINER

Fountain Set Limited GHEX£ AR AT

4 Global Recycled Standard (GRS) 4.0 Certification 2021/5 Intertek Group
2RO (GRS)4.0f R AEEE

Jiangyin Fuhui Textiles Limited ;I f2 B4 AERAR

5 2020 Outstanding Unit of Safety in Production ~ Award 20211 Administration Committee of Jiangyin High-tech
of Jiangyin High-tech Zone* 1215 Industrial Development Zone*
20205 IRE B R R EELES A IEERNBRNEXREREREZES

6 2020 Outstanding Unit of Ecological Civilisation*  Award 2021/2 Working Committee of Jiangyin High-tech Industrial
2020FEER N HEREEL 1218 Development Zone of the Communist Party of China*

PHIRSHEMEXRERTIFZES
Administration Committee of Jiangyin High-tech
Industrial Development Zone*
IRRMEMEXREREREZE

)3

7 2020 QOutstanding Enterprise of Foreign Award 2021/2 Working Committee of Jiangyin High-tech Industrial
Investment* 1215 Development Zone of the Communist Party of China*
2020FENERELERE RRTIRENRNEXREEIFEES

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

8 2020 Charitable Enterprise* Award 2021/2 Working Committee of Jiangyin High-tech Industrial
00FERNESEE 1218 Development Zone of the Communist Party of China*
ARTIRENRNEXAEEIFEES
Administration Committee of Jiangyin High-tech
Industrial Development Zone*
IERNBRMEXREREREZEE

9 2020 Enterprises with Inbound Taxes Exceeding  Award 2021/2 Working Committee of Jiangyin High-tech Industrial
100 Millions* 1215 Development Zone of the Communist Party of China*
2020FEABEREBRETESR IR RNEXRERIIFRSS

Administration Committee of Jiangyin High-tech
Industrial Development Zone*
IERMBRMEXREREREZEE
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Awards and Certifications (continued) RIEKRFE (B

Type of Award/ Date of Issue

No. Name of Award/Certification Certification (Year/Month) Issuing Unit/Organisation

Xt 218/ EAE 1218/0EEY  BEREASE/R)  BHEMG/HE

10 2020 High Quality Development Outstanding Award 2021/2 Working Committee of Jiangyin High-tech Industrial
Contribution Award* 1215 Development Zone of the Communist Party of China*
0FEREEEERLEME R TRENRNELRERIFEES

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

11 ISO 50001 Energy Management System Certification 2021/2 Beijing Zhongjing Quality Certification Co., Ltd.
Certificate i ERPERREERERR AT

IS0 50001 LR BB ADHES

12 ISO 14001 Environmental Management System  Certification 2021/2 Beiling Zhongjing Quality Certification Co., Ltd.
Certificate i) IR ERIREEREBRAA

ISO 14001 IR IR E BB ADHRE

13 2019-2020 Advanced Unit of Quality and Safety Award 2021/3 COFCO Corporation
Humanistic Award" 1218 FEEEERAA
2019-2020F EEBRR 2 EB A LKE

Dongguan Shatin Lake Side Textiles Printing & Dyeing Co., Ltd. R5;) B BHBENAER AR

14 Oeko-Tex Standard 100 Certification 2021/1 TESTEX AG, Swiss Textile Testing Institute
Oeko-Tex 12 %100* i TESTEX AG * ¥+ 51 &t e P

15 Oeko-Tex Standard 100 Certification 2021/2 TESTEX AG, Swiss Textile Testing Institute
Oeko-Tex 1Z#100* 2E TESTEXAG * In T #fiR e

16 Marks & Spencer Premier Accreditation Scheme  Certification 2021/3 Marks & Spencer Group
B BERMEbEEN i) BrRERE

17 Oeko-Tex Standard 100 Certification 2021/4 TESTEX AG, Swiss Textile Testing Institute
Oeko-Tex 12#£1007 B TESTEXAG * Ih T4 i e e

18 Advanced Chemical Management Training Certification 2021/4 TUV Rheinland
a2 nERE i)

19 ZDHC ClearStream Report Certification 2021/4 ZDHC Foundation
ZDHCE R & 8

20 2021 Completion Of Self-Assessment Certification 2021/6 Sustainable Apparel Coalition
2021 BT AT ALY i

English names are only the translation of their respective official Chinese names. In ~ * ANATBEABEAPXLBZE HBER
case of inconsistencies, the Chinese names shall prevail. BELA AR S F 2 2E o

# Chinese names are only the translation of their respective official English names. In~ *# PN EBEAESEXLBZE HEKE
case of inconsistencies, the English names shall prevail. B R TB A% o
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OUTLOOK

According to the Global Economic Prospects June 2021 issued by the World
Bank Group, the world economy is experiencing an exceptionally strong but
highly uneven recovery. Global growth rate is set to reach 5.6 percent in 2021,
its strongest post-recession pace in 80 years. Global growth is concentrated in
a few major economies, with most emerging market and developing economies
(“EMDES”) lagging behind. While about 90 percent of advanced economies are
expected to regain their pre-pandemic per capita income levels by 2022, only
about one-third of EMDEs are expected to do so.

By 2022, global output will remain about 2 percent below pre-pandemic
projections, and per capita income losses incurred last year will not be fully
unwound in about two-thirds of EMDEs. The global outlook remains subject
to significant downside risks, which include the possibility of large COVID-19
waves in the context of new virus variants and financial stress amid high EMDE
debt levels. After declining in the first half of 2020, global inflation has rebounded
quickly on recovering activity. While global inflation is likely to continue rising in
the remainder of this year, inflation is expected to remain within target bands in
most inflation-targeting countries.

Looking forward to the second half of 2021 (“2H2021”), the world economy
and the retail market are expected to continue rebound from the Pandemic.
The orders from our global clients continue to be active and normalised;
hence, the Group holds a relatively optimistic attitude towards business and
financial performance in the second half of this year. Nevertheless, the Group
has been working closely with our existing clients in the Chinese domestic
market to co-develop new collections using innovative fabrics, which provide
attractive business potential going forward. As the economy in China has been
rebouncing speedily in 2021, we believe that the growth momentum will be
concentrated in this market as well as several popular and quality Japanese
brands that we have been working together. In addition, China has changed its
family planning policy on 31 May 2021. With the implementation of the 3-child
policy which encouraging families to have 3 children, the kidswear market is
expected to become another sweet spot for fabric sales. 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. If there are no unexpected negative circumstances happen in
the 2H2021, the Group is confident that it will be another best performed annual
results in the fiscal year of 2021 in the Group’s recent history.

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.
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FINANCIAL REVIEW

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

30 June 2021 are set out below:
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REEHE2021FE6H30H L6ER 2 TB&K =

KREAFIERZWT !

Six months ended 30 June

#E6H30H LL6fEAR
2021 2020
Statement of Profit or Loss Items IEmREH
(Al amounts in HK$ thousands unless (FR¥5RIEEBRIMT B T REHI U
otherwise stated) FAETHR)
Revenue EEERE 3,218,999 2,099,734
Gross profit EF| 454,662 213,644
EBITDA* ERRITE R HFFH 285,092 101,657
Profit/(loss) for the period 2HBEEF (B8 151,721 (16,432)
Profit/(loss) attributable to owners FNBHEB AEGRTY, (BB
of the Company 136,248 (15,154)
Basic earnings/(loss) per share (HK cents) ERERRA, (BE) GBI 11.1 (1.2)
Key Financial Ratios FEMFELEE
Profitability ratios EFIFEEF
Gross profit margin (%) EHE(%) 14.1% 10.2%
EBITDA* margin (%) BRI E RE#HEA A (%) 8.9% 4.8%
Expenses as a % of revenue B E £ E
Distribution and selling expenses DiEMIHEER 2.1% 2.5%
Administrative expenses THER 7.0% 8.2%
Finance costs RRE B A 0.2% 0.5%
Asset efficiency BENFE
Inventory turnover period (days) EFEFEE (R) 100 94
Trade and bills receivables turnover period (days) & 2 & i FE UL R I8 B EH7 (H) 68 91
Trade and bills payables turnover period (days) &2 & ZiEFE R IEE EH (H) 64 43
* EBITDA means earnings before interest, tax, depreciation and amortisation.
* EBITDAfRTE % B0 ITEE R 3 s Al F) S o
At 30 June At 31 December
*6H30H 12831H
2021 2020
Asset ratios BEHE
Current ratio* TRENEE = 2.1 2.3
Net debt/EBITDA ratio (annualised) BERS, BRITE KA
M= (FF1E) (2.4) 3.2)
Gearing ratio BXEBEIEE
Total liabilities/Equity attributable I=REEEEE P N/NETEZ =N
to owners of the Company FE(G 2R 0.6 0.5

#

Current ratio is calculated by dividing current assets by current liabilities.

RENERNABE T EZRRRBEERLUREIEE
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FINANCIAL REVIEW (continued)

Revenue

The Group’s revenue for the six months ended 30 June 2021 amounted
to approximately HK$3,218,999,000 (six months ended 30 June 2020:

HK$2,099,734,000).

Revenue by Business Segments

In the first half of 2021, the Group’s core business, production and sales of
dyed fabrics and yarns, generated revenue of approximately HK$2,867,089,000
(six months ended 30 June 2020: HK$1,851,603,000), which accounted
for 89.1% (six months ended 30 June 2020: 88.2%) of the Group’s total
revenue. Revenue from production and sales of garments was approximately
HK$351,910,000 (six months ended 30 June 2020: HK$248,131,000), which
accounted for 10.9% (six months ended 30 June 2020: 11.8%) of the Group’s

total revenue.

- 1H2021
Production and Sales of 2021 ¥$

Dyed Fabrics and Yarns
RIEMIHE B RAD

Cost of Sales and Gross Profit

For the six months ended 30 June 2021, overall cost of sales of the Group
amounted to approximately HK$2,764,337,000 (six months ended 30 June
2020: HK$1,886,090,000) and overall gross profit margin was 14.1% (six

months ended 30 June 2020: 10.2%).

During the period under review, the Group’s revenue increased by 53.3%
compared with the same period last year, which was mainly due to the increase
in sales volume of fabric by approximately 46.1%. Compared with the same
period last year, the increase in percentage of revenue was larger than the
increase in percentage of production cost, which led to the increase in gross

profit margin.

Distribution and Selling Expenses

For the six months ended 30 June 2021, the Group’s overall distribution and
selling expenses amounted to approximately HK$68,334,000 (six months ended
30 June 2020: HK$52,896,000), which accounted for 2.1% (six months ended

30 June 2020: 2.5%) of the Group’s total revenue.
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EBEEE2021F6830H L6 B R E £ EEA 24
3,218,999,0003 7t (B Z=2020F6/830H LE61E
B :2,099,734,00057T) ©

EERBRREBOE

10.9%
Production and Sales of
Garments

RIERIHE MK

R2021F EH¥F EREZLEFR - S RHEE
B R Abpy e 2 EE4 42,867,089,00058 7T (B =
2020468 30H 1-6f@ A : 1,851,603,0007& 7T) *
1EE FE ¥ EMBEME9.1% (B E2020F6830
HIE6MEE : 88.2%) o iE R E MK E 258
#)73351,910,00074 7T (B £2020F6H30H 16
@A :248,131,000/87T) » (HEE &£ L ER
10.9% (B ZE2020FE6H30H LE6ER : 11.8%) ©

HEM BT KREF

EEEZE2021FE6830H L6188 2 BBEEIHE AL
R#A2,764,337,00078 7T (B E2020%F6H30H
1E6ME A : 1,886,090,00087T) » BEEEFNIEKA
14.1% (B E=2020FE6H30H LE6ER : 10.2%) ©

REEPR AEENEXEREFRE LA
53.3% > T EEHANEL #HE SIEME946.1%
HAFRPAMEL EXBEBN EARBERNREE
AR EFIRE > SIEEFIZE EFto

DHKRHEER

EEFHE2021FE6H30H LE6E B 2 D IH &
4 € B 49 /568,334,0005 7T (B, £2020F68
30H EBE R : 52,896,000 7T) > 1t FH =
FEAE(ERI2.1% (B E2020FE6830H LE6@EA :
2.5%) °
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FINANCIAL REVIEW (continued)

Administrative Expenses

For the six months ended 30 June 2021, the Group’s overall administrative
expenses amounted to approximately HK$224,981,000 (six months ended 30
June 2020: HK$172,999,000), which accounted for 7.0% (six months ended 30
June 2020: 8.2%) of the Group’s total revenue.

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

For the six months ended 30 June 2021, the Group’s EBITDA amounted
to approximately HK$285,092,000 (six months ended 30 June 2020:
HK$101,657,000) and the EBITDA margin was 8.9% (six months ended 30
June 2020: 4.8%).

Finance Costs

For the six months ended 30 June 2021, the Group’s finance costs
amounted to approximately HK$7,850,000 (six months ended 30 June 2020:
HK$10,800,000), representing 0.2% (six months ended 30 June 2020: 0.5%) of
the Group’s total revenue.

Capital Expenditure

During the period under review, the Group invested approximately
HK$47,340,000 (six months ended 30 June 2020: HK$48,257,000) in
additions of property, plant and equipment. The Group’s capital commitments
primarily related to the acquisition of property, plant and equipment. As at 30
June 2021, the Group had contracted capital commitments of approximately
HK$134,161,000 (31 December 2020: HK$105,938,000) in relation to the
acquisition of property, plant and equipment.

Income Tax Expense

For the six months ended 30 June 2021, income tax expense of the Group
amounted to approximately HK$37,221,000 (six months ended 30 June 2020:
HK$7,221,000).
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FB##224,981,0008 7T (B Z2020F6330H Lk

6188 : 172,999,000 7T) » hEEE £ 5B E
BI7.0% (B E2020F6830H LE6fER : 8.2%) ©
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EEHE2021F6H30H IL6EB 2 EMINE X
HEH AR 49 4285,092,00038 75 (B, £20204F
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FINANCIAL REVIEW (continued)

Liquidity and Financial Resources

As at 30 June 2021, the Group’s net assets amounted to approximately
HK$3,631,960,000 (31 December 2020: HK$3,579,789,000). The key figures of
the Group’s financial position were as follows:
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BAF5[O1EE
BEERESMRMBER
2021565301 » 2B & E B4 733,631,960,000

EIT (20204E12H318 : 3,579,789,000/870) © 8475
RN EZERT :

At 30 June At 31 December
"6H30H R12831H

2021 2020

HK$'000 F3#&;x  HK$'000 FET

Non-current assets IERBEE 1,706,372 1,746,822
Current assets MENEE 4,051,037 3,678,889
Total assets BEEMEE 5,757,409 5,425,711
Current liabilities mENEE 1,908,402 1,619,636
Non-current liabilities EREBEE 217,047 226,286
Total liabilities BEEE 2,125,449 1,845,922
Net assets BEEFE 3,631,960 3,579,789

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 bank borrowings.

As at 30 June 2021, the Group’s bank borrowings amounted to HK$456,612,000
(31 December 2020: HK$236,748,000). Details of the bank borrowings of the
Group are set out in note 15 to the condensed consolidated financial statements.

As at 30 June 2021, the Group’s bank balances and cash, including short-
term bank deposits, amounted to HK$1,135,211,000 (31 December 2020:
HK$1,255,567,000) and were mainly denominated in HKD, USD and Renminbi
(“RMB”).

ERNEEMSRENBAIBTHRIEHENR
BNBEESRE MEARXIRAEEZHIRT

BT

202156 H30H » AEBEIRTTEE £456,612,000
HIT(020FE128318 : 236,748,000/87T) o ANEE
FIRITIE B EEEN G a M mRRM 150

202168300 AEBRITHEFNRIRE (B
FEFEHASRITIERD & $£1,135,211,00058 75 (2020
F12H318 © 1,255,567,00087T) » TEZH
TR AR
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FINANCIAL REVIEW (continued)

Liquidity and Financial Resources (continued)

As at 30 June 2021, the principal financial covenant figures/ratios (according to
the definitions of the Group’s principal banks) were as follows:
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BBt kMEER (&)

12021668308 » E EMM BRABIE th=x
(IREBEAERTEERBITHESR) WF

At 30 June At 31 December
*6H30H 12831H
2021 2020
Consolidated tangible net worth RERAEREE HK$3,330,680,0007%  HK$3,195,548,000 ¢
Consolidated total bank debt to consolidated GOiRIRTTEES
tangible net worth RaEATEELL 0.1 0.1
Consolidated EBITDA to e BMITE REHEF
consolidated interest expense EEF B S H LA 36.3 16.2
Consolidated current assets to ?é\ﬁ@jﬁ?ff
consolidated current liabilities eI =E =Y ney | 2.1 2.3
Consolidated capital expenditure REEAREY HK$47,340,0007 7 HK$135,777,0008 7T

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 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 average effective
interest rate of bank borrowings of the Group was 1.62% per annum for the
period under review (31 December 2020: 2.46% per annum) and the bank
borrowings were repayable within one year. All bank borrowings were unsecured
for the six months ended 30 June 2021 and the year ended 31 December
2020. 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 2021, the Group had approximately 7,900 (30 June 2020:
7,700) full-time employees. The Group will continue to implement streamlined
production processes so as to further minimise its labour cost. The Group’s
emolument policies are formulated based 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 (expired
on 19 January 2021), 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.
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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 of the Company (the “Directors”) since the date of the 2020 annual
report of the Company required to be disclosed in this interim report are as
follows:

1. Mr. ZHANG Zheng has been appointed as an executive Director (the
“Executive Director”) with effect from 1 April 2021.

2. Mr. WONG Kwong Chi has been appointed as an independent non-
executive Director (the “INED”) with effect from 30 June 2021.

DIRECTORS’ INTERESTS IN SECURITIES

As at 30 June 2021, 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) recorded in the register required to
be kept by the Company 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”):
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Approximate % of

Name of Directors Capacity Nature of Interests  Number of Shares Held Total the Issued Shares
HEERITRE
EENA 515 EEEE FERMEE e B
Dr. YEN Gordon Beneficial owner Personal interest 8,380,000 8,380,000 0.68
BEHEL BEmEBA B
Mr. YAU Hang Tat Andrew Beneficial owner Personal interest 2,008,000
mRiEE S E BEmEBA B
Spouse’s interests Family interest 480,000 2,488,000 e
[y e 4 (Note) (52

Note: Mr. YAU Hang Tat Andrew is deemed to be interested in 480,000 Shares held by
his spouse under the SFO.

Save as disclosed above, as at 30 June 2021, 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.

Mzt RBESFRAERM BBELERRAE
A HECBPH A #9480,0008% & 5 = # sk o

PR b B E SN 72202146 830H  EE R A
NETERHMER AR BN EEAEBER
(BERH R IE G EXVERFT T 2 8 %) %
B ERIRD BRI 3 AR ()18 55 K HR
ERPISEXVER 787 B B @AM A A B K Hi 32
Frzgm Rk e (BEREESMAERAZE
FRRERSWEFHRED/ER ZEHERKR) 3
(b)EE &It B MAR(CEFEETRIBEENELF
R B3P 2 AR R I BK A
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SUBSTANTIAL SHAREHOLDERS’ AND FERFREMATE TS

OTHER PERSONS’ INTERESTS

As at 30 June 2021, 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:

R2021E6830H L FA L (EEHARETT
BUHEEBRIN BRER RN RABRERMN P ER
NERES R EERAIEIRBEEZETER

REmnft (EZRERAM) iz Bk

N
KB o

REOHERER !

Approximate
Number of % of the
Name of Substantial Shareholders  Capacity Nature of Interests Shares Held Total Issued Shares
HIEBRITRE
TERERMD 4B gt s BERHEE my BatL
COFCO Corporation (“COFCQO") Interest of controlled ~ Corporate interest 465,262,000 465,262,000 37.98
hmigE@EERAT (Higl) corporations FEER (Notes 1 and 2)
EREENED (MiE1k2)
Chinatex Corporation Limited Interest of controlled  Corporate interest 465,262,000 465,262,000 37.98
(“Chinatex’) corporations FERER (Notes 1 and 2)
FEPHEBRRAR (4)) R EENER (HizE1%2)
Chinatex Jinhui Investment Interest of a controlled  Corporate interest 409,036,000 409,036,000 33.39
Management Co., Ltd.* (“Jinhul”) corporation FERR (Note 1)
ThREREERBREMRE RN (ffzt1)
("$81E))
Chinatex Yieldfull Investment Co., Ltd.  Beneficial owner Personal interest 409,036,000 409,036,000 33.39
(“Yieldfull’ BEREBA (EUN: 3
PHREREERERAR (RE)
Mr. SUN Weiting (“Mr. SUN”) Interest of controlled ~ Corporate interest 211,966,000 211,966,000 17.30
GHERLE (BREE) corporations EERER (Note 3)
EREENER (fz23)
Ms. CHEN Lingfen (‘Ms. CHEN’) Interest of controlled  Corporate interest 211,966,000 211,966,000 17.30
BB L (THLt)) corporations FEER (Note 3)
R EENES (53)
Huafu Holding Co., Ltd. Interest of controlled ~ Corporate interest 211,966,000 211,966,000 17.30
(“Huafu Holding”) corporations FEER (Note 3)
EYERARRAR (EZER) EREENED (I53)
Huafu Fashion Co., Ltd. Interest of controlled ~ Corporate interest 211,966,000 211,966,000 17.30
(“Huafu Fashion”) corporations AEER (Note 3)
ZYREROHBRAR (EZRE) ZREENER (z23)
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SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS (continued)
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Approximate
Number of % of the
Name of Substantial Shareholders  Capacity Nature of Interests Shares Held Total Issued Shares
HEB TR
TERRUDL A g3 REtE BERHEE g Bat
Mr. HA Chung Fong (‘Mr. HA") Beneficial owner Personal interest 107,942,801 107,942,801 8.81
BMBELE (BEE) ETHEBA BAER
Ms. TANG Kuen Mui Spouse’s interests Family interest 107,942,801 107,942,801 8.81
WRHL L ey RIEE D (Note 4)
(Hiit4)
* For identification purpose only * SHEBH -
Notes: gz

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 under the SFO.

As at 30 June 2021, Chinatex (H.K.) Holding Limited (“Chinatex (H.K.)”) held
56,226,000 Shares as beneficial owner. Chinatex (H.K.) 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.) under the SFO.

Hong Kong Tin Shing Trading Limited (“Tin Shing”) held 211,966,000 Shares as
beneficial owner. Tin Shing is a wholly-owned subsidiary of Huafu HK Co. Limited
(“Huafu HK”). Huafu HK is a wholly-owned subsidiary of Shenzhen Huafu Import
and Export Co., Ltd. (“Shenzhen Huafu”) and Shenzhen Huafu is a wholly-owned
subsidiary of Huafu Fashion. Huafu Fashion is owned as to 34.27% by Huafu
Holding and Huafu Holding is owned as to 50% by each of Mr. SUN and Ms. CHEN.
Therefore, each of Huafu HK, Shenzhen Huafu, Huafu Fashion, Huafu Holding, Mr.
SUN and Ms. CHEN is deemed to be interested in the Shares held by Tin Shing
under the SFO.

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

Save as disclosed above, as at 30 June 2021, 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 recorded in the Substantial Shareholders’ Register.
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SHARE OPTION SCHEME
The 2011 Scheme

A share option scheme was adopted by the Company pursuant to a resolution
passed by the Shareholders at the extraordinary general meeting held on 20
January 2011 (the “2011 Scheme”). 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 expired on 19 January 2021.

As at 1 January 2021 and 30 June 2021, there was no outstanding share
option under the 2011 Scheme, and no share option was granted, exercised or
cancelled or lapsed during the period under review.

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.

CORPORATE GOVERNANCE CODE

Throughout the period from 1 January 2021 to 30 June 2021, 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.

Since 23 January 2015, Mr. ZHAO Yao, the Chairman and an Executive Director,
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 and should not be performed by the same person. 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 being INEDs, and all major decisions are made in
consultation with all the Board members who meet on a regular basis to review
the operations of the Group, and shall be approved by majority approval of
the Board, with the INEDs on the Board scrutinising important decisions and
offering independent perspectives.
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CORPORATE GOVERNANCE CODE (continued)

The Board will continue to review and consider splitting the roles of the chairman
and the chief executive officer at a time when it is appropriate and suitable by
taking into account the circumstances of the Group as a whole.

Furthermore, following the appointment of Mr. ZHANG Zheng as an Executive
Director with effect from 1 April 2021, the number of INEDs falls below one-
third of the Board as required under Rule 3.10A of the Listing Rules. Following
the appointment of Mr. WONG Kwong Chi as an INED with effect from 30 June
2021, the Board comprises 11 Directors, of which 4 are INEDs. As a result, the
number of INEDs represents at least one-third of the Board, and hence, the
Company has complied with the requirement of Rule 3.10A of the Listing Rules.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as its own code of conduct
regarding Directors’ securities transactions. Following the specific enquiries
made by the Company 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 consolidated interim results of
the Group for the six months ended 30 June 2021 and the 2021 interim report
of the Company.

By Order of the Board

Fountain Set (Holdings) Limited
ZHAO Yao

Chairman and Chief Executive Officer

Hong Kong
26 August 2021
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CORPORATE INFORMATION

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

Mr. ZHANG Zheng (appointed on 1 April 2021)

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

Independent Non-executive Directors

Mr. NG Kwok Tung

Mr. YING Wei

Mr. Wiliam LAM

Mr. WONG Kwong Chi (appointed on 30 June 2021)

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

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

Hang Seng Bank 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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SHAREHOLDER INFORMATION

Listing Listed on the Main Board of
The Stock Exchange of Hong Kong Limited
since 20 April 1988

Stock Code ;420

Board Lot 2,000 shares

1,225,026,960
(as at 30 June 2021)

Number of Shares Issued

Financial Calendar 2021/2022

Financial year end 31 December 2021
2021 interim results announced 26 August 2021
Register of members closed N/A

Interim dividend distributed/to be distributed N/A

2021 annual results to be announced Late March 2022

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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