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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME 4 E5R B2 AMA R

FOR THE YEAR ENDED 31 DECEMBER 2023 #;£2023F12831H It FE

2023 2022
Notes Kzt HK$’000 &7z  HK$'000 FE7T
Revenue =F 32 3 4,440,235 6,053,645
Cost of sales 4 & P A (4,118,246) (5,475,828)
Gross profit EF 321,989 577,817
Other revenue Hug A 6a 87,582 73,001
Other gains and losses Hhzm K 518 6b 277,529 1,681
Distribution and selling expenses DEMEHEER (74,477) (92,291)
Administrative expenses THER (476,389) (559,179)
Finance costs BB A AN 4 (26,258) (21,408)
Share of profit of an associate Eh—EHE AR 2B 1,152 169
Profit/(loss) before income PREFSMRZ AR
tax expense (B518) 111,128 (20,210)
Income tax expense FTigf sz 5 (43,284) (72,954)
Profit/(loss) for the year EEERMN,/ (i8) 6¢c 67,844 (93,164)
Profit/(loss) for the year attributable to: B2 ERERA, (518) !
Owners of the Company ZiN/NSIEF =N 50,903 (115,532)
Non-controlling interests JEVER T 16,941 22,368
67,844 (93,164)
HK cents HK cents 1l
Earnings/(loss) per share sREMN 7 (5B1B)
- Basic —HAK 8 4.2 (9.4)
- Diluted —#54 8 4.2 9.4)




CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME 5 B R At 2 HH&E &

FOR THE YEAR ENDED 31 DECEMBER 2023 #ZE2023%F 12831 HIEFE

2023 2022
Note [zt HK$000 F#57z  HK$'000 F#E7T
Profit/(loss) for the year EEERM (BB 6c 67,844 (93,164)
Other comprehensive expense, Hth2mEBAx
net of tax (&R0 PRTRIE)
Item that may be reclassified HBuseEMoEE
subsequently to profit or loss: BEZIER .
Exchange differences arising on RMEBNEBREL
translation of foreign operations bE 2 = %8 (4,130) (35,178)
Other comprehensive expense EEEHEMEZEMAE
for the year (4,130) (85,178)
Total comprehensive income/ EEEZENKE, X
(expense) for the year “a{E 63,714 (128,342)
Total comprehensive income/ ELEEE2E
(expense) for the year attributable to: W%~ (B%) 4814 :
Owners of the Company KNBIEB A 47,279 (143,167)
Non-controlling interests JESERGHE R 16,435 14,825
63,714 (128,342)




CONSOLIDATED STATEMENT OF FINANCIAL POSITION £: 4 B % ik it &

AS AT 31 DECEMBER 2023 £2023%12H31H

At 31 December

At 31 December

12H31H R12831H
2023 2022
HK$’000 F#5T  HK$'000 FE7T
Non-current assets EREBEE
Investment properties KEY= 62,609 72,225
Property, plant and equipment YRR RE 1,202,956 1,307,647
Right-of-use assets ERAEEE 171,364 194,534
Other intangible assets Hthmp &E - 3,015
Deposit paid for purchase of BEMIEIREREN
plant and equipment BfEE 28,215 17,324
Interest in an associate R—EBE N 2 24,919 23,767
Deferred tax assets RILIRIAE E 41,969 53,030
1,532,032 1,671,542
Current assets REEE
Inventories =78 783,908 929,526
Trade and bills receivables EEREREWRIIE 808,091 928,721
Prepayments, deposits and FENRIEBE e &
other receivables HiEWRIE 370,052 114,952
Tax recoverable AU B 1E 25,862 2,888
Restricted bank deposits ZIREIIRITER 1,897 5,457
Short-term bank deposits FERERIRTTIERR 373,870 246,116
Bank balances and cash RITERAIRE 1,005,127 1,147,563
3,368,807 3,375,223
Current liabilities REAE
Trade and bills payables EENRERENNRIE 651,571 491,299
Other payables and accruals HihELRIBRETER 289,962 374,840
Contract liabilities sHAaRE 19,712 21,216
Lease liabilities — current portion HESE -T2 26,239 26,768
Amounts due to non-controlling RIEFERR AR FIA
shareholders 37,027 37,027
Amount due to an associate X —EBEABFIE 5,984 2,429
Deferred income — current portion IRICW A — B 6 4,699 5,231
Tax payable FEIHRIE 21,626 22,630
Bank borrowings — due within one year ~ $E{T7fEE ——F R EIEA 108,471 200,734
1,165,291 1,182,174
Net current assets MEEERE 2,203,516 2,193,049
Total assets less current liabilities BELERTBAER 3,735,548 3,864,591




CONSOLIDATED STATEMENT OF FINANCIAL POSITION 44 Bt B ik R &

AS AT 31 DECEMBER 2023 £2023%12H31H

At 31 December

At 31 December

128318 R12H31H
2023 2022
Note fiz# HK$'000 F#5;r  HK$'000 F&E7T
Non-current liabilities EREEE
Deferred income — non-current portion IRIEW A —IFEREBN B 67,732 76,154
Bank borrowings — due after one year RITEE——FRIH 91,086 235,514
Lease liabilities — non-current portion HEaGE-IERE:HBD 99,234 116,234
Deferred tax liabilities FIERIBEE 8,830 12,922
266,882 440,824
Net assets BEFE 3,468,666 3,423,767
Capital and reserves BEXRKR#E
Share capital &N 12 889,810 889,810
Reserves G 2,378,536 2,331,257
Equity attributable to owners of the RABHEB AELER
Company 3,268,346 3,221,067
Non-controlling interests El 2 200,320 202,700
Total equity A 3,468,666 3,423,767




NOTES iz

1.

GENERAL INFORMATION

The Company is a public limited company incorporated in Hong Kong. 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 years ended 31 December 2023
and 31 December 2022 included in this final results announcement does
not constitute the Company’s statutory annual consolidated financial
statements for those years 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 (Chapter 622 of the Laws of Hong Kong) (the “Companies
Ordinance”) is as follows:

The Company has delivered the financial statements of the Group for
the year ended 31 December 2022 to the Registrar of Companies as
required by section 662(3) of, and Part 3 of Schedule 6 to, the Companies
Ordinance and will deliver the financial statements of the Group for the
year ended 31 December 2023 in due course.

The Company’s independent auditor has reported on those financial
statements of the Group for both years. 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 section 406(2), 407(2) or
(8) of the Companies Ordinance.

APPLICATION OF NEW AND AMENDMENTS TO
HONG KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”)

(@) Adoption of amended HKFRSs

In the current year, the Group has applied, for the first time, the following
new and amendments to HKFRSs issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA”) which are effective for the
Group’s financial year beginning on 1 January 2023:

HKFRS 17 (including
the October 2020 and
February 2022 amendments
to HKFRS 17)

Insurance Contracts

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
International Tax Reform-Pillar Two
Model Rules

Amendments to HKAS 12

Expect as described below, the application of the new and amendments
to HKFRSs in the current year has no material impact on the Group’s
financial performance and position for the current and prior periods and/or
on the disclosures set out in these consolidated financial statements.
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APPLICATION OF NEW AND AMENDMENTS TO
HONG KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (continued)

(@) Adoption of amended HKFRSs (continued)

Impact on application of Amendments to HKAS 1 and HKFRS
Practice Statement 2 - Disclosure of Accounting Policies

The amendments to HKAS 1 and HKFRS Practice Statement 2 Making
Materiality Judgements provide guidance and examples to help entities
apply materiality judgements to accounting policy disclosures. The
amendments aim to help entities provide accounting policy disclosures
that are more useful by replacing the requirement for entities to disclose
their ‘significant” accounting policies with a requirement to disclose their
‘material’ accounting policies and adding guidance on how entities apply
the concept of materiality in making decisions about accounting policy
disclosures.

The application of the amendments has had no material impact on
the Group’s financial performance and positions, but has affected the
disclosures of accounting policies.

Impact on application of Amendments to HKAS 8 - Definition of
Accounting Estimates

The amendments to HKAS 8 clarify the distinction between changes
in accounting estimates, and changes in accounting policies and the
correction of errors. They also clarify how entities use measurement
techniques and inputs to develop accounting estimates.

The amendments had no impact on the consolidated financial statements
of the Group.

Impact on application of Amendments to HKAS 12 - Deferred Tax
related to Assets and Liabilities arising from a Single Transaction

The amendments to HKAS 12 narrow the scope of the initial recognition
exemption of deferred tax liabilities and deferred tax assets so that it
no longer applies to transactions that, on initial recognition, give rise
to equal taxable and deductible temporary differences, such as leases
and decommissioning liabilities. Therefore, entities are required to
recognise a deferred tax asset (provided that sufficient taxable profit is
available) and a deferred tax liability for temporary differences arising from
these transactions. The amendments shall be applied to transactions
related to leases and decommissioning obligations at the beginning of
the earliest comparative period presented, with any cumulative effect
recognised as an adjustment to the opening balance of retained earnings
or other component of equity as appropriate at that date. For all other
transactions, the amendments are applied to those transactions that
occur after the beginning of the earliest period presented.

The amendments had no material impact on the consolidated financial
statements of the Group.
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APPLICATION OF NEW AND AMENDMENTS TO
HONG KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (continued)

(@) Adoption of amended HKFRSs (continued)

New HKICPA guidance on the accounting implications of the
abolition of the mandatory provident fund (“MPF”) - long service
payment (“LSP”)

In June 2022, the Hong Kong SAR Government (the “Government”)
gazetted the Hong Kong Employment and Retirement Schemes
Legislation (Offsetting Arrangement) (Amendment) Ordinance 2022 (the
“Amendment Ordinance”), which will come into effect from 1 May 2025
(the “Transition Date”). Once the Amendment Ordinance takes effect, an
employer can no longer use any of the accrued benefits derived from its
mandatory contributions to MPF scheme to reduce the LSP in respect
of an employee’s service from the Transition Date (the abolition of the
“offsetting mechanism”). In addition, the LSP in respect of the service
before the Transition Date will be calculated based on the employee’s
monthly salary immediately before the Transition Date and the years of
service up to that date.

In July 2023, the HKICPA published the “Accounting implications of
the abolition of the MPF-LSP offsetting mechanism in Hong Kong” that
provides accounting guidance relating to the offsetting mechanism and
the abolition of the mechanism.

The Group has considered the accrued benefits derived from mandatory
MPF contributions that are expected to be used to reduce the LSP
payable to an employee as deemed contributions by that employee
towards the LSP. Historically, the Group accounted for the offsetting
mechanism by applying the practical expedient in HKAS 19.93(b). Based
on the HKICPA guidance, upon the enactment of the Amendment
Ordinance in June 2022, these deemed contributions should be attributed
to periods of service in the same manner as the gross LSP benefit
applying HKAS 19.93(a).

The Group has assessed the implications of the above HKICPA
guidance on the above accounting policies and has decided to change
these accounting policies to conform with the HKICA guidance. The
management has commenced the processes on implementating the
change including additional data collection and impact assessment. It has
concluded that the adoption of the HKICPA guidance and the application
of the new or amendments to standards is unlikely to have a material
impact on the Group’s results and financial position for the current or prior
periods.
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APPLICATION OF NEW AND AMENDMENTS TO
HONG KONG FINANCIAL REPORTING STANDARDS

(“HKFRSs”) (continued)

(b) New or amended HKFRSs that have been issued but are

not yet effective

The following new or amendments to HKFRSs have been issued, but
are not yet effective and have not been early adopted by the Group. The
Group’s current intention is to apply these changes on the date they

become effective.
Amendments to HKFRS 10
and
HKAS 28
Amendments to HKFRS 16

Amendments to HKAS 1

Amendments to HKAS 1

Amendments to HKAS 7
and HKFRS 7

Amendments to HKAS 21

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

Lease Liability in a Sale and Leaseback'’

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

Non-current Liabilities with Covenants'

Supplier Finance Arrangements'

Lack of Exchangeability?

! Effective for annual periods beginning on or after 1 January 2024.

2 Effective for annual periods beginning on or after 1 January 2025.

3 Effective for annual periods beginning on or after a date to be determined.

The directors of the Company anticipate that, except as described below,
the application of the amendments to HKFRSs will have no material
impact on the results and the financial position of the Group.
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APPLICATION OF NEW AND AMENDMENTS TO
HONG KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (continued)

(b) New or amended HKFRSs that have been issued but are
not yet effective (continued)

Amendments to HKAS 1 Classification of Liabilities as Current or
Non-current and related amendments to Hong Kong Interpretation
5 (2020); Amendments to HKAS 1 - Non-current Liabilities with
Covenants

Amendments to HKAS 1 Classification of Liabilities as Current or Non-
current issued in 2020 (the “2020 Amendments”) clarify the requirements
on determining if a liability is current or non-current, in particular the
determination over whether an entity has the right to defer settlement
of the liability for at least 12 months after the reporting period. The
amendments specify that an entity’s right to defer settlement must
exist at the end of the reporting period. Classification is unaffected by
management’s intentions or expectations about whether the entity will
exercise its right to defer settlement. The amendments also clarify the
classification of liabilities that will or may be settled by issuing an entity’s
own equity instruments.

Amendments to HKAS 1 Non-current Liabilities with Covenants issued in
2022 (the “2022 Amendments”) further clarify how an entity determines
the current or non-current classification of a liability when its right to defer
the settlement is subject to compliance with covenants.

The amendments require additional disclosures by an entity that classifies
liabilities arising from loan arrangements as non-current when it has a
right to defer settlement of those liabilities that are subject to the entity
complying with future covenants within twelve months.

The amendments are effective for annual periods beginning on or after
1 January 2024 and shall be applied retrospectively. Earlier application is
permitted. However, an entity that applies the 2020 Amendments early is
also required to apply the 2022 Amendments, and vice versa.

Based on the Group’s outstanding liabilities as at 31 December 2023, the
application of the amendments will not result in change in the classification
of the Group’s liabilities.
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REVENUE AND SEGMENT INFORMATION 3. EXERSEEH
The executive directors, i.e. the chief operating decision makers, regularly HITEE T EEERLRS) BESHF
review the operating results and financial information based on distinct EHERFRNMIRUECHERCS XS
geographical areas of location of customers, including Hong Kong (place KTHHBER 81EEE (KRB EM) 4
of domicile of the Company), PRC, Taiwan, Korea, Sri Lanka, America, B E R =M BN
Europe and Others, i.e. representing other geographical locations mainly Hihha EMsEMIRUE > FE2HEMN
Bangladesh, Vietnam, Singapore and Macau. All of these geographical RIED ~ B R ~ W0 AR PY) o T A % S
areas are operating segments except “Others” which is an aggregation of HUEREEDLE M HMME) B &4
operating segments. B EEDE.
The following is an analysis of the Group’s revenue and profit from the UMFBarEERRFERBRERIEER
production and sales of dyed fabrics, yarns and garments and results by MmN R BRIR D EE D ZHEER
reportable segments for the year. B EEEZ Do
2023 2023% Hong Kong The PRC Taiwan Korea Sri Lanka America Europe Others Segmenttotal ~ Eliminations  Consolidated
i HE 8 #2a ELRS £H gl HitiE TEBAE B e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AT FET T AT FET FET AT FET FET FET AT
Revenue 2EE
Ederl salss i 64027 176404 156784 205830 79165 228007 6687 G061 44025 - 405
Inter-segment sales org/ DEEHE (i) 1,925,160 732,943 - - 174,051 - - 85914 2018068  (2916,068) -
Total segment revente NEBEENE 2509187 250937 198784 2583 91326 223007 66827 G906 78N (918088 4440285
Results |
Seqment proft SERN 2912 40,689 530 71% 56,619 11,281 2307 2,602 212892
Interest income FIEHA 30,442
Unallocated income FREBA 267,906
Depreciation, amortisation and nE BEREERE
impairment loss (180,160)
Other unallocated expenses EtEAERH (194,846)
Finance costs HERK (26,258)
Share of proft of an associate Ef—RBEAT 2R 1,152
Proft before income tax expense  FFTSIR HATRA 111,128
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REVENUE AND SEGMENT INFORMATION (continued) 3. BEHERSEEN B

UTRAEERE EEE/J?E%L&%JE@
R RO BRI D 2 EXEER
REM UK EEFREZ DM o (1)

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 segments for the year. (continued)

2022 2000F Hong Kong The PRC Taiwan Korea Sri Lanka America Europe Others ~ Segmenttotal  Eliminations  Consolidated
&# thE = #E HEL RS il Bl RtfihE NEEE B &a

HKS 000 HK$ 000 HK$ 000 HK§ 000 HKS 000 HKS 000 HK$000 HKS000 HKS 000 HKS000 HK$000
i FEn A i FEr FEn TEr T FEn AT AT

Revenue =£4

External sales HIHE 784,637 2,046,010 319,967 330,944 978411 524,590 74,897 985,229 6,093,645 - 6,053,645
Inter-segment sales ore) DEEHE W) 3,250,209 1,101,808 - - 269,775 - - 189,727 4820519 (4820519) -
Total segment revenue NEERRLE 4,043,746 3,147,818 319,967 330944 1,248,246 524,590 74,897 1,174,956 10,874,164 (4,820,519) 6,053,645
Results S

Segment proft HEERF) 194% 129,208 19849 21280 7943 04 4711 64,153 40524
Interest income FISKA 9,069
Unallocated income FHRMA 21,565

e BRRAERL

Depreciation, amortisation and
impairment loss

Other unallocated expenses AR
Finance costs HERA
Share of proft of an associate Ef—TEHEAD 2B

Loss before income tax expense  FAFTERX HAISE

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

The accounting policies of the reportable segments are the same as the
Group’s accounting policies. 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 gain/loss
on disposal/written-off of property, plant and equipment and investment
properties, finance costs, share of profit of an associate, etc. This is the
measure reported to the chief operating decision makers for the purposes
of resource allocation and performance assessment. No analysis on
segment assets and liabilities is disclosed as it is not presented to the
chief operating decision makers.
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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:

3.

HERERDEEREN (B
EEERT

RERRERIBBARBE2HNERER
WARFIET -

2023 2022
HK$000 F#5x  HK$'000 F#E7T
Revenue from contracts with ERAMBHREENFE15REERAN
customers within the scope of ERBRKA :
HKFRS 15:
Production and sales of dyed fabrics B R IHE B R4
and yarns 3,639,699 5,150,345
Production and sales of garments B3 R IHEE Al IR 800,536 903,300
4,440,235 6,053,645
Timing of revenue recognition: FRURA R -
At a point in time R 4,440,235 6,053,645

The following table provides information about trade and bills receivables
and contract liabilities from contracts with customers.

TREHBREERZBREWRURN KR
BEFERNEGHEEER-

At 31 December At 31 December

128318 M12831H

2023 2022

HK$’000 F#5T  HK$'000 FET

Trade and bills receivables (note 10) EE KRB REWEIE (WaE10) 808,091 928,721

Contract liabilities aH8E 19,712 21,216
Information about major customers ERTERRZEH

No revenue from individual customer contributed over 10% of the total
revenue of the Group for the years ended 31 December 2023 and 31
December 2022.

Transaction price allocated to the remaining performance
obligations for contracts with the customers

Sales of goods were made in a short period of time and the performance
obligation was mostly satisfied in one year or less at the end of each year,
thus the Group applied the expedient of not to disclose the transaction
price allocated to unsatisfied performance obligation.
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FINANCE COSTS

=%

2023 2022
HK$’000 F#T HK$'000 T BT
Finance costs on: FAE R K ¢
Bank borrowings RITEE 19,258 13,469
Lease liabilities HEaE 7,000 7,939
26,258 21,408
INCOME TAX EXPENSE Frisiiz i
2023 2022
HK$’000 F#5T  HK$'000 F¥#7T
Current tax: EEERIE !
Hong Kong 5% 562 3,125
The PRC H 15,046 20,345
Other jurisdictions Hiariaha 19,418 14,690
35,026 38,160
Under/(over) provision in prior years: BEEERENR (BBEEH)
Hong Kong 58 (12) 311
The PRC s (22) 12,680
Other jurisdictions HhsaM& 1,461 1,266
1,427 14,257
36,453 52,417
Deferred tax: IRIEFRIE ©
Hong Kong 58 230 1,962
The PRC & 11,777 10,358
Other jurisdictions HhsaM& (5,176) 8,217
6,831 20,537
43,284 72,954

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 entitled
to 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%.
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INCOME TAX EXPENSE (continued)

Pursuant to the relevant laws and regulations in Sri Lanka, the tax rate of
Sri Lanka subsidiary was 14% from January to September 2022 and has
been increased to 30% from October 2022.

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

OTHER REVENUE, OTHER GAINS AND LOSSES AND
PROFIT/(LOSS)FOR THE YEAR

(@) An analysis of the Group’s other revenue is as follows:

6.

Frisiizd (&)

RIBFER AR EERIAR 2022
F1IREIR HBEHEHWBATZHREXA
14% > i B B 20228108 #EH#E i1 E30% °

HthBl izt E 2 RIBEUBREK BRAM
BERZREKE -

HAUg A ~ Hfthlim R BRI K =
FERFM, (B8

(@) AEERHEMBEAZHROT !

2023 2022

HK$'000 F#&x  HK$'000 FE7T

Amortisation of deferred income (note j)  IEIEUR A Z #8H (H152i) 5,206 5,328

Compensation income BmEWA 23,059 21,290

Government grants (note i) BT # B (a2 4,076 10,304

Interest income FE WA 30,442 9,069
Net rental income from investment KREYEZBESWRAFE

properties 13,702 14,299

Others Hit 11,097 12,711

87,582 73,001

(b)  An analysis of the Group’s other gains and losses is as follows:

b) FTEEHMW@MEEZOTNT

2023 2022
HK$000 F#&7x  HK$000 FET
Net exchange losses bE R RS8R E (1,543) (6,223)
Gain on disposal/written-off of property, & “isH¥) 3 S R B 2 NS
plant and equipment 9,600 1,467
Loss on written-off of investment WEH EYME 5B
properties (3,552) -
Gain on compensation of TRz wEWE (Watv)
land resumption (note iv) 259,011 -
Reversal of/(provision for) impairment EEREREWEIEZ BEBLRERE
loss recognised on trade and bills (B sl R E
receivables, net 13,275 (17,867)
Reversal of impairment loss recognised  ELfh & W FRIE 2 B BB K B R (B
on other receivables, net - 6,105
Others H1th 738 18,199
277,529 1,681
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OTHER REVENUE, OTHER GAINS AND LOSSES AND
PROFIT/(LOSS) FOR THE YEAR (continued)

(©

An analysis of the Group’s profit/(loss) for the year is as follows:

Hithig A~ Bl i RS 1R U R 2
FERFM (EHR) (@
© FEMREERF, (5518 250

T
2023 2022
HK$'000 F#75  HK$000 FE7T
Profit/(loss) for the year has been arrived REERF], (B518) BiR
at after charging:
Amortisation of other intangible assets’ ~ EfthiEf2E E 2 # 85 3,015 3,015
Auditors’ remuneration T2 E1EM = i B
— SHINEWING (HK) CPA Limited — 5K (BB GtENEFHT
BRAF 2,645 2,495
— Other auditors —HE Mz EEm - 34
Cost of sales (note i) tHE A (H5Ei) 4,118,246 5,475,828
Depreciation of investment properties ~ BB ¥ ITE 5,308 5,521
Depreciation and impairment of property, #2423 R E 2 ITEXBIE
plant and equipment 171,837 171,863
Depreciation of right-of-use assets FRREEZITE 28,314 28,866
Employee costs (including directors’ EBEME (BIEEEME)
emoluments) 691,167 848,355
Research and development costs RS A AR 56,659 59,115
Redundancy costs TUER B 2 70,100 127,390
'Included in administrative expenses BETETHRERN

Notes:

M

(i

Amortisation of deferred income mainly represents i) grants received from
the PRC local government authority as subsidies to the Group for acquiring
property, plant and equipment for business development and energy saving
scheme implemented by the PRC local government, and ii) rental income
received in advance for the leasing of three investment properties.

Cost of sales includes HK$1,308,542,000 (2022: HK$1,417,055,000) of
staff costs, depreciation and impairment of property, plant and equipment,
depreciation of right-of-use assets, subcontracting fee and other
manufacturing overheads. Staff costs, depreciation and impairment of
property, plant and equipment and depreciation of right-of-use assets are also
included in the respective total amounts disclosed above for each of these
types of expenses.

For the year ended 31 December 2023, government grants included grants
of HK$4,076,000 (2022: HK$6,489,000) 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 year ended 31 December 2022, the Group applied for government
support programs introduced in response to the COVID-19 pandemic.
Government grants of HK$3,759,000 was received from the Hong Kong
Government relating to supporting the payroll of the Group’s employees and
recognised in profit or loss. 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 unfulfilled obligations relating to this program.
No such government grants were obtained for the year ended 31 December
2023.
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6. OTHER REVENUE, OTHER GAINS AND LOSSES AND
PROFIT/(LOSS) FOR THE YEAR (continued)

Notes: (continued)

(v)

On 19 November 2023, the local government of Jiangyin City People’s
Government Chengdong Subdistrict Office (the “Local Government”) and
Jiangyin Fuhui Textiles Limited (“Jiangyin Fuhui”), an indirect wholly-owned
subsidiary of the Company, entered into a land resumption agreement in
respect of the land use rights owned by Jiangyin Fuhui (the “Government
Acquired Land”) together with all buildings, structures (the “Land Buildings”)
and attachments threat located in Jiangyin City, the PRC (the “Land
Resumption Agreement”). Pursuant to the Land Resumption Agreement,
Jiangyin Fuhui shall surrender the land use rights to the Local Government
for an aggregate compensation of approximately RMB259 million (equivalent
to HK$284 million). Jiangyin Fuhui returned the Government Acquired Land
together with the Land Buildings to the Local Government on 25 December
2023 and thus, the corresponding right-of-use assets and property, plant and
equipment amounting to approximately HK$6,466,000 and HK$17,973,000
respectively, were disposed during the year ended 31 December 2023. No
such compensation of land resumption was received for the year ended 31
December 2022.

Pursuant to the relevant PRC laws and regulations, after demolition of
housing structure, Jiangyin Fuhui shall conduct the soil pollution investigation
report with respect to the land issued by an independent third party
qualified investigator. Based on the preliminary investigation conducted by
an independent third party qualified investigator (“Preliminary Result”), the
Company is confident that the result of the investigation after demolition
of housing structures will be satisfactory. Otherwise, Jiangyin Fuhui may
take control measures against the land and pay additional costs on the
remediation project with respect to the land. Based on the Preliminary Result,
such provision of costs on remediation project may not be probable.

Hhg A~ Hfthli s RS HE U R =2
EFE*IJ/ (Eﬁ;ﬁ) (I\\E)

izt - ()

(v) F2023FE11H198 Ik m AR BT E
mERMEER (TEHMEF)) BTIREES
BERRE (DIREE) EAaNmE
2EWBAE) IIEEEERE NN S
BSIfemp D mE (TBRF-R L
) BEIEPFTE ERY  BEY @R
FiﬂﬂL%%)&Mﬁ%#@%iiﬂﬂ%ﬁzu&
ek (LB RE) o BRIk LU R
EE ,IliﬂffaE’Ehiﬂtﬁ)ﬂ@@%ﬁ%i{ﬂ
B > fER AR %A AR 259,000,000
7T (FHER 284 ooo 0007 7T) °JI[efRE
2023F 128250 & BT U B £ &
B L EEYHEESHEG  FAILR&EE
2023512831 HILEECHEMRENER
HEERYE BBRRE SBEHHIN
76,466,000 7T /17,973,000 75 c B &=
2022F 12831 H IEF E » M R UK E -
WA E RE#E1E o

RBABPELERENR  NEERERFR
BOIBGEAMIMEEBIYIS =15
ERAEHREHATESRABEERS R
BEUS=SABERBAERBETNTNS
#AE (MFER) - ArBHEEEERE
FRENATSERBL AME TR T
& 1208 P AE & ¥ 5z - R A il 38 7 > 1
Pz T A IR TEE IS RBRINE R - R
NP ER DIETEMNEAERFIRARM
B

7. DIVIDENDS g2
2023 2022
HK$'000 F#&xr  HK$000 F &1
Dividend attributable to the previous B EERLEZRE
financial year, approved and NEEEH ERBEREDIK -
recognised as distribution
during the year:
2022 final dividend of nil 2022FKREAREEBRAT
(2021 final dividend: HK16.00 cents) (2021 RHARG B | &R816.0078 1)
per share - 196,004

The final dividend of HK$3.00 cents in respect of the year ended
31 December 2023 (2022: Nil) per share, amounting to approximately
HK$36,751,000 (2022: Nil) has been recommended by the Board and will
be subject to the approval of the shareholders at the forthcoming annual
general meeting of the Company.

Final dividend in respect of the year ended 31 December 2016 of
HK$5.30 cents per share, payable on 21 July 2017 and remaining
unclaimed on 6 August 2023, were forfeited and reverted to the
Company. Details refer to the Company’s announcement on 14 July 2023.
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EARNINGS/(LOSS) PER SHARE

The calculation of the basic and diluted earnings/(loss) per share
attributable to owners of the Company is based on the following data:

8. BREF A (H8)

EREBEAANEBLSREARBERF
(B518) THIRIE T o BUESt & ¢

2023 2022
HK$°000 T %7 HK$'000 T BT

Earnings/(loss) &AL (F518)
Profit/(loss) for the year attributable to Mt EEREANREERAY
owners of the Company for (1) MBEZ AR BHAE A
the purpose of computation of FEIERFEERT (B18)
basic and diluted earnings/(loss)
per share 50,903 (115,532)
2023 2022
Number of shares i & 8
Weighted average number of M EERERREERAN
ordinary shares for the purpose of (F518) FT Az S @RI E
computation of basic
and diluted earnings/(loss) per share 1,225,026,960 1,225,026,960

(@) Basic earnings/(loss) per share

The computation of basic earnings/(loss) per share for the year ended
31 December 2023 is based on the earnings attributable to owners
of the Company of HK$50,903,000 (2022: loss attributable to owners
of the Company of HK$115,532,000) and the weighted average of
1,225,026,960 ordinary shares (2022: 1,225,026,960 ordinary shares)
during the year.

(b) Diluted earnings/(loss) per share

The Company had no potentially dilutive ordinary shares outstanding for
the years ended 31 December 2023 and 31 December 2022.

(a) SEREXEF, (5GB)

HE20283F12B31HLEEEZ2SKE
BN (BB DRENEKLBHES
AFE(E B F/50,903,0005 75 (20224
KA B AEGEEE115,532,00048
7T) ’%1,225,026,96008 ZiE P& (20224 :
1,225,026,9608 &R WM EHEH R
ETE

(b) SREERTF  (518)

B E2023F 12831 H &2022F12831H 1E
EE - AABUTEBHETZABIT®HEY
B EER

INVENTORIES =78
At 31 December At 31 December
128318 128318
2023 2022
HK$’000 F# T HK$'000 Tz
Spare parts B 29,129 33,417
Raw materials 5l 228,013 270,560
Work-in-progress FEE 266,623 313,308
Finished goods S 260,143 312,241
783,908 929,526
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10. TRADE AND BILLS RECEIVABLES

11.

10. EXE R EEEWFIE

At 31 December

At 31 December

128318 ®12831H

2023 2022

HK$'000 F#5x  HK$'000 F&T

Trade receivables EEEWFIE 720,569 797,805

Bills receivables EREWEIE 122,661 183,025
Less: allowance for expected credit loss & : TBHRE EE5 1885

(“ECL”) (35,139) (52,109)

808,091 928,721

The Group normally allows a credit period ranging from 30 days to 60
days to its trade customers. The Group’s bills receivables were all aged
within two months and were neither past due nor impaired. The expected
credit losses for bills receivables are assessed to be minimal. The following
is an ageing analysis of trade and bills receivables based on the invoice
dates, which approximates the respective revenue recognition dates, as at
the end of the reporting period:

FEBEBERMHEN FI0ORECOKRIEEHR
TFTHEXER AEEZRHEBUTRIER
B IR MME B W A A HA SR (E - B IR
EWIANTRIEEBRETHBEMTH
Mo BERBBEBEREZEZAMN (BE
RIW A FESD B BIARE) IR & AR BYERES
DHWMT

At 31 December

At 31 December

128318 »12831H

2023 2022

HK$’000 F3#5r  HK$'000 FE7T

Within 1 month 1@8 R 384,120 400,699
1 to 2 months 122 H 267,879 274,643
2 to 3 months 2E3(EH 98,811 136,582
Over 3 months 3EB MU E 92,420 168,906
843,230 980,830
Less: allowance for ECL B TEHRE EEERE (35,139) (52,109)
808,091 928,721

TRADE AND BILLS PAYABLES

1. BEEREBE(IRIE

At 31 December

At 31 December

128318 128318

2023 2022

HK$'000 F#5Tr  HK$'000 F&7T

Trade payables EEEIIE 533,243 386,071
Bills payables ERRE A 118,328 105,228
651,571 491,299
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11. TRADE AND BILLS PAYABLES (continued)

The following is an ageing analysis of trade and bills payables based on
the invoice dates, as at the end of the reporting period:

1. EXRREEMRE (8
EERBEEARREER PR RSN
REBRES DTN T -

At 31 December At 31 December

128318 RM12831H

2023 2022

HK$°000 T %7 HK$'000 F BT

Within 1 month 1EB R 430,215 260,063
1 to 2 months 122 A 135,777 146,126
2 to 3 months 2E3{EH 30,212 39,177
Over 3 months 3EB L E 55,367 45,933
651,571 491,299

All the bills payables of the Group were not yet due at the end of the
reporting period.

As at 31 December 2023, bills payables of HK$1,103,000 (31 December

2022: HK$19,200,000) were secured by the Group’s restricted bank
deposits of HK$221,000 (31 December 2022: HK$3,840,000).

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

12. SHARE CAPITAL

At 31 December

REBERE  AEBZPRERBRENNRE
HREF)HEG -

7220235128318 » ZEHEFE(IFIET,103,000
BT (2022F12831H 19,200,000 7T)
Th A& [ 2 Z FRHI SR 1T 7 50221,00078 7T

(202246128318 : 3,840,000 7T) 1EAIE
o

BERNEEMNMFI0REI20K

12, fg7s

At 31 December

12A831H ®12831H
2023 2022
No. of shares HK$’000 No. of shares HK$’000
RHHE FET R1HEH FAET
Ordinary shares, Zahkt BT REE
issued and fully paid
At beginning and at end  PREFIRPFEL
of the 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.

13. EVENTS AFTER THE REPORTING PERIOD

For the year ended 31 December 2023, the Group reduced the
production volume of the fabric mill operated by Jiangyin Fuhui and
streamlined the production team of Jiangyin Fuhui. Taking these
circumstances into account and to mitigate further losses, the Group
has decided to further reduce the fabric production capacity by solely
maintaining fabric knitting production capacity at the fabric mill operated
by Jiangyin Fuhui. Details refer to the Company’s announcement on 5
February 2024.
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MANAGEMENT DISCUSSION AND
ANALYSIS
BUSINESS REVIEW

Since 2023, the textile and apparel industry, in which the Group operates, has
faced increasingly complex and challenging internal and external situations.
Global economic growth was sluggish, geopolitical risks escalated, and the
efficiency of the industry and supply chain integration were affected, leading
to an overall contraction in external demand. The textile and apparel supply
chains for export markets underwent restructuring, with an accelerated shift
towards regional distribution. Due to the combined impact of the global
economic recovery being slower than expected and supply chain restructuring,
downstream customers continued destocking, resulting in a significant year-
on-year decline in China’s textile and apparel exports to the Europe and US
markets. Domestic consumption demand remained weak while recovery was
still slow in terms of consumers’ purchasing power in the textile and apparel
market.

Market competition intensified, with brand customers shifting their demands
towards “small batches, multiple varieties, high quality, and fast delivery.” End
consumers’ demand for clothing shifted toward “personalization, functionality,
and cost-effective”. The textile and apparel industry continued to experience a
decline in factory prices, leading to intensified price competition.

Affected by the aforementioned unfavorable factors, the Group’s orders
and average unit prices experienced a significantly year-on-year decline.
The revenue of the Group for the year ended 31 December 2023 was
HK$4,440,235,000 a reduction of 26.7% (2022: HK$6,053,645,000) due to
the reasons stated in the above paragraphs. The profit attributable to owners
of the Company was HK$50,903,000 (2022: loss attributable to owners of
the Company: HK$115,532,000), including the one-off gain of approximately
HK$259,011,000 incurred in the Jiangyin Fuhui land resumption.

The final dividend of HK$3.00 cents, with a dividend payout ratio of 71.43%
(2022: Nil) in respect of the year ended 31 December 2023 (2022: Nil) per
share, amounting to approximately HK$36,751,000 (2022: Nil) has been
recommended by the Board and will be subject to the approval of the
shareholders at the forthcoming annual general meeting of the Company.

Faced with an extraordinarily severe market situation and complex and volatile
operating environment, the Group took decisive measures during 2023 to
stabilize its operations and lay the foundation for overcoming challenges and
achieving recovery growth in 2024.

l. Adapt to market changes, actively develop new
customers, and make every effort to stabilize orders

The Group actively adapted to market changes, closely followed market
and customer dynamics, and conducted targeted R&D of new products,
achieved positive outcomes, and received customer acclaim. The
series of new products developed by the Group demonstrated strong
competitiveness and were well received by internationally and domestically
renowned sport and leisure brands. In 2023, while striving to maintain
the stability of orders in existing customers, the Group actively pursed
market development and customer acquisition efforts. Through various
channels, the Group successfully secured over 10 renowned domestic
and international brand customers.
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Proactively adjust production capacity,
prudently advance new plan, and accelerate the
establishment of a new framework

The Group proactively responded to new changes in the accelerated
restructuring new plans of the global textile and apparel supply chain
by actively adjusting production capacity and order allocation. Based
on the market's new dynamics, the Group pragmatically adjusted the
construction plans of the Yancheng Fuhui Textiles Limited (the Company’s
indirect wholly-owned subsidiary) (“Yancheng Fuhui”) expansion project,
and completed the initial sketches of the product design and process
equipment plans. The Group successfully initiated the land resumption of
Jiangyin Fuhui living area, and proactively reduced the fabric production
capacity of Jiangyin Fuhui. By replicating the successful model of the
Ocean Lanka (Pvt) Ltd (the Company’s indirect owned subsidiary) (“Ocean
Lanka”), the Group accelerated the implementation of the “go global”
strategy.

Implement lean management, construct a
comprehensive quality control system, and enhance
product quality

In the fabric production sector, the Group implemented a comprehensive
quality control system, further strengthened the tracking mechanism of
product production. Standardized operating procedures, assessment
criteria, and reward and punishment measures were developed to
strictly control the quality issues of products. Continuous improvement
in production and manufacturing levels, along with ongoing optimization
of production processes and technological advancements, earned
customers’ acclaim. In 2023, Ocean Lanka was honored with the 25th
edition of the Presidential Export Awards — Honorary Award for the Best
Knitted Fabric Export Company and the 31st Annual Export Awards-2023
for the Commerce Best Supplier Gold Award.

Promote centralized procurement, strengthen
supplier management evaluation, and reduce
procurement costs

The Group strengthened the centralized procurement organizational
structure, formulated procurement regulations and documents, and
established and optimized expert database of procurement experts and
supplier directories. Through the construction of information systems,
online monitoring and approval processes were further reinforced, fully
leveraging the functionality and role of centralized procurement. Supplier
management evaluation was strengthened with clear evaluation criteria
and improved mechanisms for admission and withdrawal. The Group
expelled some unqualified suppliers and avoided intermediaries by
directly procuring from resource owners that effectively helped to reduce
procurement costs.
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VI.

VIL.

Strengthen production management, resolutely
reduce the capital occupation, and continuously
reduce costs and increase efficiency

The Group systematically carried out process technology equipment
upgrades and transformations, continuously optimized production
processes and order scheduling, identified hidden loopholes,
reduced unreasonable waste, and consistently lowered the defect
rate. Management processes for cotton yarn procurement and fabric
production were optimized, with clear responsibilities assigned to each
party. Effective control of inventory levels and safety stock levels was
implemented, along with control over raw material procurement quantities
and schedules, reduced inventory pressure effectively. Inventory was
promptly utilized to reduce capital occupation. The Group continuously
optimized its personnel structure by reducing the proportion of managerial
staff and increasing frontline staff, thereby building a workshop-based
factory.

Value R&D innovation and strengthen the
construction of R&D capabilities

The Group established a professional R&D management system and
working mechanism, systematically carrying out R&D activities. Strengthen
the R&D and sampling capabilities of new fiber and functional fabric
products, ultimately improving customer service levels. Continuous efforts
were made to improve the performance and upgrade of conventional
pure cotton fabrics, enrich the functions of new fiber fabric products, and
strengthen the R&D of new fabrics.

Maintain a strong safety defense and create a green
and environmentally friendly factory

The production safety situation of the Group remained stable, with all
indicators met the operational standards. In line with the demands of high-
end customers, efforts were made to build a green and environmentally
friendly factory. Jiangyin Fuhui was awarded the Green Power
Consumption Certificate issued by the Beijing Electricity Trading Center.
Dongguan Shatin Lake Side Textiles Printing & Dyeing Co., Ltd. (the
Company’s indirect owned subsidiary) (“Shatin Lake Side”) was honored
as a provincial-level benchmark enterprise for water conservation in 2022,
as announced by the Guangdong Provincial Department of Industry
and Information Technology and the Guangdong Provincial Department
of Water Resources. Among the 21 benchmark water conservation
enterprises in Guangdong Province, Shatin Lake Side was the only textile
printing and dyeing enterprise, and also the only selected enterprise in
Dongguan City.
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Events after the Reporting Period

Save as disclosed in note 13 above, the Group did not have any significant
events after the end of the reporting period (i.e. 31 December 2023) and up to
the date of this announcement.

FINANCIAL REVIEW

The key operating and financial indicators of the Group for the year ended 31
December 2023 are set out below:

BERREE

b LA EE 13BN ZEB B R SHK (B
2023F12831H) BERKASHEALE  WRBT
AIEAREIERE Y-

F %5 [0l B8

REEHE2023F12B31HLEEEZ T EKE
K FEISE27MT ¢

2023 2022
Statement of Profit or Loss Items EERIEE

(All amounts in HK$ thousands unless (45 R sTBRYNF B £ 48

otherwise stated) BHUF AT
Revenue = LE 4,440,235 6,053,645
Gross profit EF 321,989 577,817
EBITDA* BRI EE S #sH A 328,919 188,096
Profit/(loss) for the year BEFEERMN/ (H18) 67,844 (93,164)
Profit/(loss) attributable to owners of the AT EE AEIERF], (E518)

Company 50,903 (115,532)
Basic earnings/(loss) per share SRERRF, (BB GBI

(HK cents) 4.2 (9.4)

Key Financial Ratios FEMFLEER

Profitability ratios BRIGESTHE
Gross profit margin (%) EME(%) 7.3% 9.5%
EBITDA* margin (%) ERITEREHEAAEE (%) 7.4% 3.1%
Expenses as a% of revenue BISS I E 256 E
Distribution and selling expenses DiEMIEEE R 1.7% 1.5%
Administrative expenses THER 10.7% 9.2%
Finance costs BB A 0.6% 0.4%
Asset efficiency BENE
Inventory turnover period (days) FEAEH (H) 69 62
Trade and bills receivables turnover EEKRERBRRIFIEREH (H)

period (days) 66 56
Trade and bills payables turnover period & ¥ & ZiEEIRIEE & (H)

(days) 58 33

*

*

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

EBITDA#RRE 25 BRI B8 K i dlmi #1)8 o
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At 31 December

At 31 December

®12831H R12831H
2023 2022

Asset ratios BELE

Current ratio* TRE L= 2.9 2.9

Net debt/EBITDA ratio FER BRITE RS EE (3.6) (5.1)
Gearing ratio BEXRAFLIEER

Total liabilities/Equity attributable to BEREE AAEHE AR

owners of the Company 0.4 0.5

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

MBLERNAB L EARRARBEERURBAR-

Revenue

The Group’s revenue for the year ended 31 December 2023 amounted to
approximately HK$4,440,235,000 (2022: HK$6,053,645,000).

Revenue by business segments

18.0%

82.0% FY2023

2023814

EEH

EEFHE2023F12H31H L FENEXETENS
4,440,235,0007 75 (20224 : 6,053,645,0005%
7o) ©

EREREBOE

Production and Sales of
Dyed Fabrics and Yarns

RIS MIHE B RAD

@ Production and Sales of Garments
B R EE BN

For the year under review, the Group’s core business, production and
sales of dyed fabrics and yarns, generated revenue of approximately
HK$3,639,699,000 (2022: HK$5,150,345,000), which accounted for 82.0%
(2022: 85.1%) of the Group’s total revenue. Revenue from production and sales
of garments was approximately HK$800,536,000 (2022: HK$903,300,000),
which accounted for 18.0% (2022: 14.9%) of the Group’s total revenue.

Cost of Sales and Gross Profit

For the year ended 31 December 2023, overall cost of sales of the Group
amounted to approximately HK$4,118,246,000 (2022: HK$5,475,828,000) and
overall gross profit margin was 7.3% (2022: 9.5%).

During the year under review, the Group’s revenue decreased by 26.7%
compared with the same period last year, which was mainly due to the
decrease in sales volume of fabric by approximately 22.9%. Compared with the
same period last year, the decrease in percentage of revenue was larger than
the decrease in percentage of production cost, which led to the decrease in
gross profit margin.
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Distribution and Selling Expenses

For the year ended 31 December 2023, the Group’s overall distribution
and selling expenses amounted to approximately HK$74,477,000 (2022:
HK$92,291,000), which accounted for 1.7% (2022: 1.5%) of the Group’s total
revenue.

Administrative Expenses

For the year ended 31 December 2023, the Group’s overall administrative
expenses amounted to approximately HK$476,389,000 (2022:
HK$559,179,000), which accounted for 10.7% (2022: 9.2%) of the Group’s
total revenue.

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

For the year ended 31 December 2023, the Group’s EBITDA amounted to
approximately HK$328,919,000 (2022: HK$188,096,000) and the EBITDA
margin was 7.4% (2022: 3.1%).

Finance Costs

For the year ended 31 December 2023, the Group’s finance costs amounted
to approximately HK$26,258,000 (2022: HK$21,408,000), representing 0.6%
(2022: 0.4%) of the Group’s total revenue.

Capital Expenditure

During the year under review, the Group invested approximately
HK$87,871,000 (2022: HK$163,631,000) in additions of property, plant and
equipment. The Group’s commitments primarily relate to the acquisition
of property, plant and equipment. As at 31 December 2023, the Group
had contracted capital commitments of approximately HK$86,721,000 (31
December 2022: HK$86,607,000) in relation to the acquisition of property,
plant and equipment.

Income Tax Expense

For the year ended 31 December 2023, income tax expense of the Group
amounted to approximately HK$43,284,000 (2022: HK$72,954,000).

Profit/loss Attributable to Owners of the Company

For the year ended 31 December 2023, profit attributable to owners of the
Company was approximately HK$50,903,000 (2022: loss attributable to owner
of the Company HK$115,532,000) and the corresponding profit margin was
1.1% (2022:-1.9%).

Inventories

As at 31 December 2023, the Group’s inventories amounted to approximately
HK$783,908,000 (31 December 2022: HK$929,526,000). The inventory
turnover period was 69 days, an increase of 7 days compared with 62 days in
2022.
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Trade and Bills Receivables

As at 31 December 2023, the Group’s trade and bills receivables amounted
to approximately HK$808,091,000 (31 December 2022: HK$928,721,000).
Trade and bills receivables turnover period was 66 days, an increase of 10 days
compared with 56 days in 2022.

Trade and Bills Payables

As at 31 December 2023, the Group’s trade and bills payables amounted
to approximately HK$651,571,000 (31 December 2022: HK$491,299,000).
Trade and bills payables turnover period was 58 days, an increase of 25 days
compared with 33 days in 2022.

Liquidity and Financial Resources

As at 31 December 2023, the Group’s net assets amounted to approximately
HK$3,468,666,000 (31 December 2022: HK$3,423,767,000). The key figures
of the Group’s financial position were as follows:

EEREBEWRE

EER2023F12B31H B EREHRK
T8#7%4808,091,0004# 7t (20228128311
928,721,000 70) & ¥ K EREWRIEE &
BRA667K » B120224F56 K fHELIEAN10K

EERFRBRMARE

EER2023F12B31H 2 EXEREHEENMR
IB#y%4651,571,0008 7T (2022F12831H
491,299,000 70) - XM ERETHIEE &
HA A58 » B12022F 33K AR LE1E fiN257K ©

BEEMBMKRIABER

2023512831 H » £ E & FEAY£3,468,666,000
BT (20224128318 © 3,423,767,0007T) ©
EEMHFERINEEERN T

At 31 December At 31 December

128318 128318

2023 2022

HK$’000F 7T HK$'000F T

Non-current assets EREMEE 1,532,032 1,671,542

Current assets BB E 3,368,807 3,375,223

Total assets BEEHE 4,900,839 5,046,765

Current liabilities mEEE 1,165,291 1,182,174

Non-current liabilities ERBEE 266,882 440,824

Total liabilities BEEE 1,432,173 1,622,998

Net assets BHEFE 3,468,666 3,423,767

The Group met its funding requirements in its usual course of operation SEELE LFﬁ SIREREMIBTHREHER

by cash flows from operations, as well as long-term and short-term bank ﬁ’EﬁEI PETRE MEAHAIZANFEHRR
borrowings. Capital expenditure was mainly financed by long-term bank ﬁféfﬂ%"ﬁ"

borrowings.
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As at 31 December 2023, the principal financial covenant figures/ratios
(according to the definitions of the Group’s principal banks) were as follows:

2023128310 » TEMEFEROSE th=
(REXAERTEERIBITHTEE NOF .

At 31 December
®12831H
2023

At 31 December
P12831H
2022

GRAWEE

Consolidated tangible net worth =

Consolidated total bank debt to RAEMEIRTTEEY

=
consolidated tangible net worth LeFATEELY
Consolidated EBITDA to consolidated #= & B AR H7 B8 K 48 14 5l 7R3 ¥
interest expense REaM Bz HE
Consolidated current assets to AR EEY
consolidated current liabilities mEmREaELe
Consolidated capital expenditure o= PiNE 5

HK$3,189,317,0007% 7T

HK$87,871,0007% 7T

HK$3,126,412,0007 75

0.1 0.1
12.5 8.8
2.9 2.9

HK$163,631,0007 7T

During the years ended 31 December 2023 and 2022 the Group had complied
with all covenant ratios and undertakings.

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
interests were mainly charged on a floating rate basis. The average effective
interest rate of bank borrowings of the Group was 5.99% per annum (2022:
2.64% per annum) for the year ended 31 December 2023 and the bank
borrowings were repayable within two years (2022: within three years). All
bank borrowings were unsecured for the years ended 31 December 2023
and 31 December 2022. The Group will continue to monitor the interest rates
fluctuation in the market and will adopt appropriate measures to minimise the
interest rate risk.
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EMPLOYEES AND REMUNERATION
POLICIES

As at 31 December 2023, the Group had approximately 5,800 (31 December
2022: 5,900) 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 based on the performance of individual
employee and the salary trends in various regions, which are reviewed regularly.
The Group may, subject to the profitability, distribute a discretionary bonus to
its employees as an incentive for their contribution to the Group.

The Company also provides regular training courses and subsidies for
continuing education so as to improve the skills of its employees with respect
to production, selling and management.

OUTLOOK

The World Bank has made a pessimistic forecast for global economic growth
in 2024, predicting the weakness of the global economy to surpass that of the
2008 global financial crisis, the 1997 Asian financial crisis, and the early 2000s
dot-com bubble. The Chinese economy continues to face challenges such as
“insufficient effective demand, excess capacity in certain industries, weak social
expectations, numerous hidden risks, and obstacles in the domestic economic
cycle.” The complexity, severity, and uncertainty of the external environment are
also on the rise. The textile and apparel industry, in which the Group operates,
is challenged by the reconstruction of the international textile and apparel
industry chain and supply chain, increased uncertainty in the international trade
environment, as well as the opportunities brought by rapid growth of emerging
markets, steady improvement of the domestic economy, and the continuation
of the recovery trend in the domestic market.

In the face of severe situations and challenges, the Group will accurately grasp
and actively integrate into the new development pattern of the global textile
and apparel industry. We will seize opportunities, turn crises into opportunities,
seek steady progress, promote stability through progress, pursue reform and
innovation, and undergo transformational development. Our goal is to drive the
Group’s transformation from a fabric manufacturing-oriented enterprise with
a primarily domestic presence into a balanced fabric-to-garment integrated
product and technology R&D innovation service-oriented enterprise, both
domestically and internationally.

Striving to achieving the strategic development goals
for the China’s 14th Five-Year Plan (the “14th FYP”)
period with continued efforts

In recent years, the global economy has been sluggish, and the global textile
and apparel industry supply chain has undergone reconstruction. The supply
chain layout is rapidly evolving towards regional distribution, while competitors
are accelerating their overseas expansion and implementing intelligent
and automated upgrades to their factories. A new competitive landscape
is emerging in the textile and apparel industry, where Fountain Set Group
operates. The current and upcoming years remain a strategic opportunities
period for Fountain Set Group, which must proactively adapt and accelerate its
transformation and upgrading.
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In the future, Fountain Set Group will be guided by innovation and pursue a
path of specialization and novelty. Relying on technological innovation, we will
expedite the balanced domestic and international layout and the integration of
fabrics-to-garments production. Fabric products and R&D innovation services
will hold a significant position, and we will drive high-quality development
through technological innovation.

Fountain Set Group will continue to consolidate its advantages, address its
weaknesses, and enhance product quality and competitiveness. We aim to
further solidify our leading position in the field of cotton knitted fabric printing
and dyeing while gradually addressing the shortcomings in the area of synthetic
fiber fabrics. We will continuously improve our product strength, value, and
industry influence, providing customers with high-quality, high-efficiency
products and comprehensive technical research and development service
solutions to foster mutual growth.

Fountain Set Group will intensify the optimization and adjustment of production
capacity layout in line with the direction of balanced domestic and international
development. We will accelerate the transformation and upgrading of
factories through digitalization and intelligent initiatives. In the rapidly evolving
competitive landscape, We must swiftly achieve a balanced domestic and
international layout and accelerate global expansion. Additionally, building upon
the successful implementation of the Yancheng Fuhui MES+ project, we will
expedite the establishment of smart factory models and replicate and promote
them in other factories.

We will adapt to market and customer demand trends by consolidating existing
markets, focusing on developing emerging markets, and accelerating the
development of domestic mid-to-high-end markets. We will prioritize renowned
international and domestic brand customers and develop products that
prioritize comfort, ecological sustainability, functionality, and fashion based on
their specific needs.

Fountain Set Group will continue to be driven by technological innovation. We
will increase R&D investment and carry out planned, targeted and directional
R&D activities. We will promote collaborative R&D, increase product varieties,
and enhance product quality, and drive the transformation of Fountain Set
Group from a fabric processing and manufacturing enterprise to a provider of
fabric products and R&D technology services.

We firmly believe that all employees of Fountain Set Group, in accordance
with the directives of the Board, will work unitedly and cooperatively. We
will continuously improve and optimize integrated operations in production,
supply, and marketing, actively explore new markets, strengthen technological
R&D, enhance operational management, improve operations efficiency, and
focusing on addressing challenges related to orders, layout, costs, and quality.
We will solidly advance the implementation of the Group’s long-term strategic
plans, quickly turn our business profits from losses to gains, complete various
annual business goals, and create better returns and benefits for shareholders,
customers, employees, and society.
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CORPORATE GOVERNANCE CODE

Throughout the year from 1 January 2023 to 31 December 2023 (the “Year”),
the Company has consistently adopted and complied with all the applicable
code provisions of the section headed “Part 2 — Principles of good corporate
governance, code provisions and recommended best practices” of the
Corporate Governance Code as set out in Appendix 14 to the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing Rules” and the
“CG Code”, respectively), as guidelines to reinforce our corporate governance
principles.

Since 1 April 2023, Mr. LIU Xianfu, the Chairman and an ED, has taken up
the position of CEO of the Company, details of which were set out in the
Company’s announcement dated 31 March 2023. This deviates from code
provision A.2.1 of the CG Code, which stipulates that the roles of the chairman
and chief executive officer should be separate and should not be performed
by the same individual. However, having considered the current status of
the Group, vesting the roles of both Chairman and CEO 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 INEDs.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

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

ANNUAL GENERAL MEETING

It is proposed that the annual general meeting of the Company (the “AGM”)
will be held on Friday, 21 June 2024. The notice of the AGM will be dispatched
to the Shareholders and available on the respective websites of the Company
and the Stock Exchange in due course in the manner as required by the Listing
Rules.

FINAL DIVIDEND

The Board has resolved to recommend the payment of a final dividend (the
“Final Dividend”) to the Shareholders whose names will appear on the register
of members of the Company (the “Register of Members”) on Friday, 5 July
2024. Subject to the approval of the Shareholders at the forthcoming AGM, the
proposed Final Dividend will be payable on or about Tuesday, 16 July 2024.

CLOSURE OF REGISTER OF MEMBERS
In relation to the AGM

The Register of Members will be closed from Tuesday, 18 June 2024 to
Friday, 21 June 2024, both dates inclusive, during which period no transfer
of shares will be registered. In order to qualify for attending and voting at the
AGM, the non-registered Shareholders must lodge all transfer documents
accompanied by the relevant share certificates with the Company’s share
registrar, Boardroom Share Registrars (HK) Limited at Room 2103B, 21/F., 148
Electric Road, North Point, Hong Kong for registration, not later than 4:30 p.m.
on Tuesday, 18 June 2024.
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In relation to the proposed Final Dividend

Conditional on the passing of the resolution approving the payment of the
Final Dividend in respect of the Year by the Shareholders at the AGM, the
Register of Members will be closed from Wednesday, 3 July 2024 to Friday,
5 July 2024, both dates inclusive, during which period no transfer of shares
will be registered. In order to qualify for the proposed Final Dividend, the
non-registered Shareholders must lodge all transfer documents accompanied
by the relevant shares certificates with the Company’s share registrar,
Boardroom Share Registrars (HK) Limited at Room 2103B, 21/F., 148 Electric
Road, North Point, Hong Kong for registration, not later than 4:30 p.m. on
Tuesday, 2 July 2024.

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

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

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, internal controls and risk management.
The Audit Committee presently comprises three independent non-executive
Directors (the “INEDs”), and one of the INEDs acts as the chairman of the Audit
Committee. The Audit Committee has reviewed the audited consolidated final
results as well as the systems of internal control and risk management of the
Group for the year ended 31 December 2023.

PUBLICATION OF 2023 FINAL RESULTS
ANNOUNCEMENT AND ANNUAL REPORT

This results announcement is published on the respective websites of the
Company (www.fshl.com) and the Stock Exchange (www.hkexnews.hk). The
2023 annual report of the Company containing all the information required by
the Listing Rules will be dispatched to the Shareholders and available on the
respective websites of the Company and the Stock Exchange in due course in
the manner as required by the Listing Rules.
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