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FOR THE SIX MONTHS ENDED 30 JUNE 2018

Fountain Set (Holdings) Limited

(Incorporated in Hong Kong with limited liability)

The board of directors of Fountain Set (Holdings) Limited (the “Company”, the “Directors” and the “Board”, respectively) announces
that the unaudited condensed consolidated results of the Company and its subsidiaries (collectively, the “Group”) for the six months

ended 30 June 2018 are as follows:

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME B84 ER R A2 EUER

(Unaudited)
(REBER)
Six months ended 30 June
BZ6H30HIL6MEA
2018 2017
Notes fifit HK$’000 F#& 7T HK$'000 F&7T
Revenue = 4 3,760,117 3,212,129
Cost of sales SHEMA (3,392,098) (2,894,767)
Gross profit E7 368,019 317,362
Other revenue EAA 33,479 20,714
Other gains and losses H b U 75 N B8 12,566 19,561
Distribution and selling expenses DIERHEER (94,602) (75,595)
Administrative expenses THER (219,737) (190,239)
Finance costs BhE AR 5 (12,982) (11,193)
Share of profit of an associate FE(R—RIEsE AR 2 &F| 442 845
Profit before income tax expense BRETISRSE K AT & F 87,185 81,455
Income tax expense FriSfisH 6 (18,532) (9,872)
Profit for the period BRI & T 7 68,653 71,583
Profit for the period attributable to: FEfE = AR &R -
Owners of the Company KRARERA 63,754 68,869
Non-controlling interests IEPERR S 4,899 2,714
68,653 71,583
HK cents &1l HK cents &1l
Earnings per share sl ecpl
— Basic — &K 9 5.3 5.7
— Diluted — #E 9 5.3 5.7




CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME 8 5 B8 R 22 ANER

(Unaudited)
(REEER)
Six months ended 30 June
BZ6H30HLLG6MEA
2018 2017
HK$’000 F#& 71 HK$'000 F&7T
Profit for the period 68,653 71,583
Other comprehensive income, net of tax ~ Efth 2 E Wz (KEHIBRTIIAE)
ltems that may be reclassified HignseEHoasEn
subsequently to profit or loss:
Net gain arising on revaluation of EHREAATHLE SR
available-for-sale financial assets BEEAZWEFE
during the period - 149
Exchange differences arising on MEBINEBEE 2
translation of foreign operations 1,985 4,368
Reclassification adjustment of translation &% $#5 — & I/E 2~ RIEFE X
reserve upon deregistration of R ENDERARE
a subsidiary - 1,132
Other comprehensive income EHEEMEEKE
for the period 1,985 5,649
Total comprehensive income EHEEEREEE
for the period 70,638 77,232
Total comprehensive income for the JE(L 2 HAR 2 I
period attributable to:
Owners of the Company RATHBA 64,802 72,814
Non-controlling interests 5,836 4,418
70,638 77,232




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION &84 &

BBRRE

(Unaudited) (Audited)
(REERK) (f&#==Z)
At 30 June At 31 December
M6 H30H W12 A31 8
2018 2017
Notes ffit HK$°000 F&7T HK$'000 F& T
Non-current assets FkRBEE
Investment properties WEME 59,067 60,775
Property, plant and equipment M - HERHE 10 1,547,717 1,509,246
Prepaid lease payments — non-current TENHEENIE — IERD
portion Bt 95,474 96,715
Other intangible assets Hivmz&E 16,711 18,346
Interest in an associate R—EBE AR 2 ER 19,247 18,805
Deferred tax assets FETHITEEE 38,391 42 877
1,776,607 1,746,764
Current assets RENEE
Inventories e 11 1,850,153 1,450,187
Trade and bills receivables M%&E—EWEH&*” 12 1,342,522 1,261,584
Prepayments, deposits and other TR ?Zi%&
receivables Eﬁﬂ}* Wk 12 271,369 261,728
Prepaid lease payments — current SEENE iffﬁ\lg — REED
portion 2,604 2,604
Tax recoverable AJ UL EI R IR 2,415 3,500
Restricted bank deposits SRR FIERTTIER 6,547 13,003
Short-term bank deposits FEEBRITIE X 144,760 206,405
Bank balances and cash RITHEBR LIRS 820,890 643,196
4,441,260 3,842,207
Current liabilities REAE
Trade and bills payables B R EIRENIE 13 1,155,522 817,067
Other payables and accruals HAb TR R EETE A 13 292,926 307,442
Amounts due to non-controlling RIEERR R R FRIE
shareholders 80,100 80,100
Amount due to an associate K—F?H‘Jﬁféh AIFUA 9,066 5,286
Deferred income — current portion EEWA — mEhEbin 1,622 1,622
Tax payable JERITRIE 9,438 18,984
Bank borrowings — due within one year IRITIEE — —FREH 14 1,022,615 515,606
2,571,289 1,746,107
Net current assets REBEEFE 1,869,971 2,096,100
Total assets less current liabilities EESERRBAS 3,646,578 3,842,864




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION fSER&Z & B IR R

(Unaudited)

(REER)

At 30 June

R6A30H

2018

Notes Hf7t HK$’000 F/& 7T

(Audited)
(f#=Z)

At 31 December
»12A31H
2017

HK$000 F&7T

Non-current liabilities ERBEE
Deferred income — non-current portion IR A — FEFRENER D 58,178 58,989
Bank borrowings — due after one year RITEE — —FEEH 14 73,246 219,623
Deferred tax liabilities RERIEE R 12,243 7,876
143,667 286,488
Net assets BEEFRE 3,502,911 3,556,376
Capital and reserves BEXRRE
Share capital (&N 15 865,716 865,716
Other reserves HAbfEE 2,477,244 2,536,545
Equity attributable to owners of NAEER AR
the Company 3,342,960 3,402,261
Non-controlling interests eI i e 159,951 154,115
Total equity RSEE 3,502,911 3,556,376




NOTES Mzt

GENERAL INFORMATION

The Company is a public limited company incorporated in Hong Kong and
its 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 2017 that
is included in this interim results announcement as comparative information
does not constitute the Company’s statutory annual consolidated financial
statements for that year but is derived from those financial statements.
Further information relating to these statutory financial statements required
to be disclosed in accordance with section 436 of the Companies
Ordinance (Cap. 622 of the Laws of Hong Kong) (the “Companies
Ordinance”) is as follows:

The Company has delivered the financial statements for the year ended
31 December 2017 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 interim
financial statements have been prepared with the same accounting
policies adopted in the 2017 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 2018.

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 2018.

HKFRS 9 Financial Instruments
HKFRS15 Revenue from Contracts with Customers
HK(IFRIC) — Foreign Currency Transactions and

Interpretation 22 Advance Consideration

Annual Improvements to
HKFRSs 2014-2016 Cycle

Amendments to HKAS 28, Investments in
Associates and Joint Ventures

Amendments to HKFRS 2 Classification and Measurement of

Share-based Payment Transactions
Amendments to HKFRS 15 Revenue from Contracts with Customers
(Clarifications to HKFRS 15)

Amendments to HKAS 40 Transfers of Investment Property

HKFRS 9 - Financial Instruments

HKFRS 9 replaces HKAS 39 Financial Instruments: Recognition and
Measurement for annual periods beginning on or after 1 January
2018, bringing together all three aspects of the accounting for financial
instruments: (i) classification and measurement; (ii) impairment and (iii)
hedge accounting. The adoption of HKFRS 9 from 1 January 2018 has
resulted in changes in accounting policies of the Group and the amounts
recognised in the condensed consolidated interim financial statements.
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PRINCIPAL ACCOUNTING POLICIES (continued)

HKFRS 9 - Financial Instruments (continued)
(i) Classification and measurement of financial instruments

HKFRS 9 basically retains the existing requirements in HKAS 39 for
the classification and measurements of financial liabilities. However, it
eliminates the previous HKAS 39 categories for financial assets of held
to maturity financial assets, loans and receivables and available-for-sale
financial assets. The adoption of HKFRS 9 has no impact on the Group’s
accounting policies related to financial liabilities and derivative financial
instruments as there is no such financial instruments of the Group. The
impact of HKFRS 9 on the Group’s classification and measurement of
financial assets is set out below.

Under HKFRS 9, except for certain trade receivables (that the trade
receivables do not contain a significant financing component in
accordance with HKFRS 15), an entity shall, at initial recognition, measure
a financial asset at its fair value plus, in the case of a financial asset not
at fair value through profit or loss (“FVTPL”), transaction costs. A financial
asset is classified as: (i) financial assets at amortised cost (“amortised
cost”); (i) financial assets at fair value through other comprehensive income
(“FVTOCI”); or (i) FVTPL (as defined above). The classification of financial
assets under HKFRS 9 is generally based on two criteria: (i) the business
model under which the financial asset is managed and (i) its contractual
cash flow characteristics (the “solely payments of principal and interest”
criterion, also known as “SPPI criterion”). Under HKFRS 9, embedded
derivatives is no longer required to be separated from a host financial
asset. Instead, the hybrid financial instrument is assessed as a whole for
the classification.

Amortised cost would be applied to the Group’s financial assets. Financial
assets at amortised cost are subsequently measured using the effective
interest rate method. Interest income, foreign exchange gains and losses
and impairment are recognised in profit or loss. Any gain on derecognition
is recognised in profit or loss.
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PRINCIPAL ACCOUNTING POLICIES (continued) 3.

HKFRS 9 - Financial Instruments (continued)

(i) Classification and measurement of financial instruments

(continued)

A financial asset is measured at amortised cost if it meets both of the
following conditions and it has not been designated as at FVTPL:

° It is held within a business model whose objective is to hold financial

assets in order to collect contractual cash flows; and

e  The contractual terms of the financial asset give rise on specified
dates to cash flows that meet the SPPI criterion.

The following table summarises the original measurement categories under
HKAS 39 and the new measurement categories under HKFRS 9 for each
class of the Group’s financial instruments as at 1 January 2018:

Original classification

New classification

ETESHBE (F)

ERPBEREEREIR - EMT A (B)
() =BTAWZER:1E (15)

PR &

i R A R A AT - B e

RENHEER ARD  AlZeREELRES

s ZEREEA—EEERERAZRE
EWEAENRSRENEHEN I

B R

o ZETRMEEMBMN

MREREENAE

Al e

ST E B BE L
SRS A B

THREMAEERNR2018FE1 A1 HNEES
MTEREESSTEREI95 R A M

BRI MREE BN R

sHEER

Carrying
amount as at
1 January 2018

EAERE OFRAHT

Carrying
amount as at
1 January 2018

Financial assets under HKAS 39 under HKFRS 9 under HKAS 39 under HKFRS 9
RE
REEBETER ERIHEREER
REEBETTEL REEBHBERE F 3955 A 2018 5 E9KN 2018 F
CREE EI9HMEEER R FE S HFER 181 BEREE 1 A1 BHEREE
HK$'000 F/ &L HK$'000 F/&7T
Trade and bills receivables Loans and receivables Amortised cost 1,261,584 1,261,584
BEREREUGIAR BRI FEGRIE B SHRK AR
Prepayments, deposits Loans and receivables Amortised cost 261,728 261,728
and other receivables BERRER A HER AR
BNRE  BZERk
H A U FIA
Restricted bank deposits Loans and receivables Amortised cost 13,003 13,003
SR BIRITIF R B EWGRE RN
Short-term bank deposits Loans and receivables Amortised cost 206,405 206,405
5 HRIRTT IR X BRI RERGRIR B SHP AR
Bank balances and cash Loans and receivables Amortised cost 643,196 643,196

RITEHIRE

BER MR

BHA




PRINCIPAL ACCOUNTING POLICIES (continued) 3.

HKFRS 9 - Financial Instruments (continued)

(i) Classification and measurement of financial instruments

(continued)

Original classification

New classification

FESTHEX (8)

ERMBHRELERNFIR — RTHE (B)

() EHTANTERE (B)
Carrying

amount as at
1 January 2018

Carrying
amount as at
1 January 2018

Financial liabilities under HKAS 39 under HKFRS 9 under HKAS 39 under HKFRS 9

RE

REEBETER ERMEHRE%ER

REEBETTER REEBMERE E3957A 2018 F E9KN 2018 F

cRBE E 39 EEER ZRIFE oS HHER 1A1BWEREE 1 A1 BWIREE

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

Trade and bills payables Other financial liabilities Amortised cost 817,067 817,067
EEREREMNRIE Hihept8fE HIER A

Other payables Other financial liabilities Amortised cost 92,999 92,999
HA e 5RIE Hiemas B SEp AR

Bank borrowings Other financial liabilities Amortised cost 735,229 735,229
RITEE Hihept8fE HIER A

Amounts due to Other financial liabilities Amortised cost 80,100 80,100
non-controlling shareholders HithdRa s G SR

eSS N
Amount due to an associate Other financial liabilities Amortised cost 5,286 5,286

R—FlE R BIR

HEite@aE

BESEAR

(i) Impairment of financial assets

The adoption of HKFRS 9 has changed the Group’s impairment model by
replacing the HKAS 39 “incurred loss model” to the “expected credit loss
(“ECL”) model”. HKFRS 9 requires the Group to recognise ECL for trade
and bills receivables, financial assets at amortised costs, contract assets
and debt investment at FVTOCI earlier than HKAS 39. Cash and cash
equivalents are subject to ECL model but the impairment is immaterial for

the current period.
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PRINCIPAL ACCOUNTING POLICIES (continued)

HKFRS 9 - Financial Instruments (continued)
(i) Impairment of financial assets (continued)

Under HKFRS 9, the loss allowances are measured on either of the
following bases: (1) 12 months ECLs: these are the ECLs that result from
possible default events within the 12 months after the end of the reporting
period; and (2) lifetime ECLs: these are ECLs that result from all possible
default events over the expected life of a financial instrument.

Measurement of ECLs

ECLs are based on the difference between the contractual cash flows
due in accordance with the contract and all the cash flows that the Group
expects to receive. The shortfall is then discounted at an approximation to
the assets’ original effective interest rate.

The Group’s significant financial assets which are subject to the new
expected credit loss model include trade and bills receivables and other
receivables. The Group was required to revise its impairment methodology
under HKFRS 9 for these classes of financial assets.

Impairment on other receivables is measured as either 12-month expected
credit losses or lifetime expected credit loss, depending on whether there
has been a significant increase in credit risk since initial recognition.

The Group has elected to measure loss allowances for trade and bills
receivables using HKFRS 9 simplified approach and has calculated ECLs
based on lifetime ECLs. The Group has established a provision matrix
that is based on the Group’s historical credit loss experience, adjusted
for forward-looking factors specific to the debtors and the economic
environment.

The Group concluded that the impact of expected credit losses on financial
assets was insignificant as at 1 January 2018.
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PRINCIPAL ACCOUNTING POLICIES (continued)

HKFRS 9 - Financial Instruments (continued)
(iii) Hedge accounting

Hedge accounting under HKFRS 9 has no impact on the Group as the
Group does not apply hedge accounting in its hedging relationships.

(iv) Transition

The general principle of HKFRS 9 is to apply the standard retrospectively
in accordance with HKAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors. For the new classification and measurement
requirements, the Group has elected for the exception from the
requirement to restate comparative information as set out in the transitional
provisions. As a result, the comparative information provided continues
to be accounted for in accordance with the Group’s previous accounting

policy.

HKFRS 15 - Revenue from Contracts with Customers

The new standard establishes a single revenue recognition framework. The
core principle of the framework is that an entity should recognise revenue
to depict the transfer of promised goods or services to customers in an
amount that reflects the consideration to which the entity expects to be
entitled in exchange for those goods and services. HKFRS 15 supersedes
existing revenue recognition guidance including HKAS 18 Revenue, HKAS
11 Construction Contracts and related interpretations.

HKFRS 15 requires the application of a 5-step approach to revenue
recognition:

Step 1:  Identify the contract(s) with a customer

Step 2:  Identify the performance obligations in the contract

Step 3:  Determine the transaction price

Step 4:  Allocate the transaction price to each performance obligation

Step 5:  Recognise revenue when each performance obligation is
satisfied

HKFRS 15 includes specific guidance on particular revenue related topics
that may change the current approach taken under HKFRS. The standard
also significantly enhances the qualitative and quantitative disclosures
related to revenue.
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PRINCIPAL ACCOUNTING POLICIES (continued)

HKFRS 15 - Revenue from Contracts with Customers (continued)

Under HKFRS 15, revenue is recognised when the customer obtains
control of the promised goods or services in the contract. HKFRS 15
identifies 3 situations in which control of the promised goods or services is
regarded as being transferred over time:

(@) when the customer simultaneously receives and consumes the
benefits provided by the entity’s performance as the entity performs;

(b) when the entity’s performance creates or enhances an asset (for
example, work in progress) that the customer controls as the asset is
created or enhanced; or

(c) when the entity’s performance does not create an asset with an
alternative use to the entity and the entity has an enforceable right to
payment for performance completed to date.

If the contract terms and the entity’s activities do not fall into any of these
3 situations, then under HKFRS 15, the entity recognises revenue for the
sale of that goods or services at a single point in time, being when control
has passed. Transfer of risks and rewards of ownership is only one of
the indicators that will be considered in determining when the transfer of
control occurs.

Nature of the goods, satisfaction of performance obligations and
payments

The Group sells dyed fabrics, yarns and garments. Sales are recognised
when control of the products has been transferred, being when the
products are delivered to the customer and there is no unfulfilled obligation
that could affect the customer’s acceptance of the products. Delivery
occurs when the products have been shipped to the specific location, the
risks of obsolescence and loss have been transferred to the customer,
and either the customer has accepted the products in accordance with
the sales contract, the acceptance provisions have lapsed, or the Group
has objective evidence that all criteria for acceptance have been satisfied.
There is generally only one performance obligation in the contract.

A receivable is recognised when the goods are delivered as this is the point
in time that the consideration is unconditional because only the passage
of time is required before the payment is due. Invoices are usually payable
within 60 days.

12

ERETHE (8)
ERMBREENLE155 - FEEARKRA
()

REBEFBVBHEREENE55 - WARE
RS A M AR Y SRS B 1% bl i
R BB REERE155RERI T E
A B Y IR RO 2 B AR S RE RS B
B 3TEBER -

() BFREBBEABANESREHEE
BRI TIERS

b) FPAEZEHEREQZEINRPH—
HEE (PlanfEmmam) i %X

0 ERENGRTIEEEHTRANY
RAENEE MR ERHLCIETK
B AN SR SR BT TRE R

& QER R BEEEZHATEREZEFS
BER - ARBEEVHERELANE 155
ERNE R (A RERE)
FLIHE BV S RIS RS o FIERERKR K&
CIFRHERE SN E TR FIEEB R LR
EEHER—IRERT -

BEYHME - THEXNEER

AEEHERH WRKK - HETEEM
MiESEEEEN (AERERTEPE)
R B ERBETEAMEZETFHEM
MR - EEEMmCERE T
RESRLEERRCEBBRERRF TP
ERBHEEANEKER BRERD K
M RAKEERE R BT A R YCER
BRERR  BRINTETK - GHRE
FEE-HEEHRMET -

FEUGRIAN B X SRR - B — 25
15 MR B EME AR R BT - SR

BRI - HRBEA60 AR



PRINCIPAL ACCOUNTING POLICIES (continued)

HKFRS 15 - Revenue from Contracts with Customers (continued)

Right of return

Some of the Group’s contracts with customers provide customers a right
of return (a full or partial refund of any consideration paid within 14 days
after the arrival of the goods at the destination).

Nature of change in accounting policy and impact on 1 January 2018

Right of return

Under HKAS 18, revenue for these contracts was recognised when a
reasonable estimate of the returns could be made, provide that all other
revenue recognition criteria are met. If a reasonable estimate could not be
made, such revenue would be deferred until the return period lapsed or a
reasonable estimate could be made.

Under HKFRS 15, right of return gives rise to variable consideration. The
variable consideration is estimated at contract inception and constrained
until the associated uncertainty is subsequently resolved. The application
of the constraint on variable consideration increases the amount of revenue
that will be deferred. In addition, a refund liability and a right to recover
returned goods assets are recognised.

The Group concluded that the impact of refund liability from the right of
return was insignificant as at 1 January 2018.

The Group has adopted HKFRS 15 Revenue from Contracts with
Customers from 1 January 2018 which resulted in changes in accounting
policies. In accordance with the transitional provisions in HKFRS 15,
comparative figures have not been restated.

The Group assessed the impacts of adopting HKFRS 15 on its financial

statements. Based on the assessment, the adoption of HKFRS 15 has no
significant impact on the Group’s revenue recognition.
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PRINCIPAL ACCOUNTING POLICIES (continued)

The application of these amendments in the current interim period has no
material effect on the amounts reported in these condensed consolidated
financial statements and/or disclosures set out in these condensed
consolidated financial statements.

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

HKFRS 16 Leases'

HK(IFRIC) — Interpretation 23  Uncertainty over Income Tax Treatments!

Annual Improvements to Amendments to HKAS 23, Borrowing
HKFRSs 2015-2017 Cycle Costs!

Amendments to HKFRS 9 Prepayment Features with Negative
Compensation’

Amendments to HKAS 19 Employee Benefits'

Amendments to HKAS 28 Long-term Interests in Associates and Joint
Ventures!

Amendments to HKFRS 10 Sale or Contribution of Assets between an
and HKAS 28 Investor and its Associate or Joint

Venture?

! Effective for annual periods beginning on or after 1 January 2019

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

As at 30 June 2018, the Group’s total future minimum lease payments
under non-cancellable operating lease of HK$309,418,000. A preliminary
assessment indicates that these arrangements will meet the definition of
a lease under HKFRS 16, and hence the Group will recognise a right-of-
use asset and a corresponding lease liability in respect of all the leases
unless they qualify for low value or short-term leases upon the application
of HKFRS 16. In addition, the application of new requirement may result
changes in measurement, presentation and disclosure as indicated above.
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PRINCIPAL ACCOUNTING POLICIES (continued)

The Group has already commenced an assessment of the impact of
adopting the above standards and amendments to existing standards to
the Group. Except as HKFRS 16 described above, the directors of the
Company anticipate that the application of other new and amendments to
HKFRSs and an interpretation 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.

REVENUE AND SEGMENT INFORMATION

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 Group), 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 from the
production and sales of dyed fabrics, yarns and garments and results by
reportable segment for the period under review.

Six months ended 30 June 2018 (unaudited)

HongKong ThePRC  Taiwan Korea  Sri Lanka
Bk HE Al BB HERT
HK$'000  HK$'000  HKS000  HK$'000  HK$'000
fEr  FEr  FEr  FEr FEn

FTESHHE (&)

AREED S RA_LR2ER R AR EIRE 2R
EUERT AR EETTRHE © B EXE BRI
HELRFIGHEAABEEEIN > ARRES
BRI R AR B AU B ME LR NEBE
MBHmEEAERT AR B/ T HAKE
BB RE MR KA B RS
M HmEABBEEEREATE -
ERERTEER

BExg (AXEZERRE) RETPMAE
HolE N R AV IS B TE BER B 2 KA KBS
BER  BREE (KEEMAEM)  PE
ARKEME (THED - 588 8H - 2
MR SN BUMRE iR (BlfEE il
AT FTEREHINA - B B R
BFY) - MEREHBNEREENE M
[EAftiE | RIRARE 2 EENLE -

NTRAEENEERERERERHEES
o~ W RRKIRF RO BB D 2 E KB R
BAMAREEFEZ DA

BZ2018F6 A30HIL6 1A (KREHEHK)

Segment

America  Europe  Others total Eliminations Consolidated

N Bl EtME 2REE H# Fa

HKS000  HKS000  HKS000  HKS000  HKS000  HK$000
vén TEr  TEr  FEr TEr TEn

REVENUE g48

External sales HhEE 914927 722216 407591 477774 381,841
Inter-segment sales ~ HERIHE (fi2)

(note) 2,602,339 1,788,012 - - 143,469

353,842 11,849 490,077 3,760,117

3,760,117

- - 84255 4,708,075 (4,708,075) -

Total segment revenue HBEEEAE 3,607,266 2510228 407501 471774 525310

353,842 11849 574332 8,468,192 (4,708,075 3,760,117

RESULTS 7
Segment proft HEER 62012 60246 29175 34165 23,168 24,147 836 34762 269,411
Interest income FlamA 2,506
Unallocated income ~ RAEMA 7,606
Unallocated expenses RAER i (179,798)
Finance costs BEUA (12,982)
Share of proftofen e —RIBELE 2 BF

assoclate 449
Proft beforeincome B FTE T A1

tax expense 87,185
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4. REVENUE AND SEGMENT INFORMATION (continued) 4., BEERSEER (H)

Six months ended 30 June 2017 (unaudited) HZE2017F6 A30B L6 1A (REFR)
Segment
HongKong ~ The PRC Taiwan Korea  Srilanka  America Europe Others total - Eliminations Consolidated

Bk HE RE BE  HEWT 9 B EtHE  HBEE E3f &R
HKS000  HK§000  HKS000  HKB000  HK§000  HKS000  HKSO00  HKB000  HK$000  HKS000  HKS'000
TET  TET  TET Tt AT  TEt TR  TEt  TET  TET  TEL

REVENUE BXE

External sales Mg 741372 582180 285371 556575 335300 219168 26535 465619 3212120 - 3212129
Inter-segment sales ~ ERRHE

(note) (i) 2320608 1,311,583 - - 155429 - - 611 3873231 (3873231) -
Total segment revenue HEEEEAE 3061980 1,893763 285371 566575 490,738 219,168 2653 551,230 7085360 (3873231) 3212129
RESULTS %5

Segment profit HERA 64,001 52,650 24,359 47516 16,807 19,278 2,200 38,765 265,636
Interest income FEMA 2,404
Unallocated income & AEMA 9,707
Unallocated expenses RAE i (185,944
Finance costs HARA (11,199)
Shareof profitofen ~ FEE—TER &N A 2 &F

associate 845

Profit beforeincome ~ BRET/SHR S HiATZH

tax expense 81,455
Note: Inter-segment sales are charged at price by reference to the prevailing market Mfat - FERHE 2 B2 RE R 2 TS EK
rates. EE o
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REVENUE AND SEGMENT INFORMATION (continued)

Segment profit represents the profit earned by each segment without
allocation of central administration costs and other expenses (including non-
production related employee benefits expenses, Directors’ emoluments,
bank charges, etc.), depreciation and amortisation, interest income, loss
on disposal/written-off of property, plant and equipment, finance costs,
share of profit of an associate, loss on deregistration of a subsidiary, etc..
This is the measure reported to the Board for the purposes of resource
allocation and performance assessment.

Revenue from the Group’s products

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

4,

EXBERIEER (B)

DREN TS D BARRHEN - EPI
BT ARRITERAAREMER (B1E5FE
TEAW EERENAY BEFHE - RTT
EMSE)  MEREE FBWKA - HE
YR - WS RBREZEER - BB
FEIE—RE 2 QR &N - X —ARBA
BIZERE - W RE RN B MEMEHET
FAEFSERIEE -

FEEERZEXE

AT RZERSIDANEERBINEEREE
B2

(Unaudited)
(REEEZ)

Six months ended 30 June
HZ6H30HI61EA

2018 2017
HK$°000 FEx  HK$000 T/£7T

Production and sales of dyed fabrics &35 & $& & 17 K 4

and yarns 3,334,660 2,815,774
Production and sales of garments B N EHE R IK 425,457 396,355
3,760,117 3,212,129

Timing of revenue recognition R WA BB
At a point in time TE R B Bh 3,760,117 3,212,129
Transferred over time BERFfEEETS - -
3,760,117 3,212,129
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5. FINANCE COSTS

5. BERA

(Unaudited)
(REEERK)

Six months ended 30 June
HZ6H30HILE6EA

2018 2017
HK$°000 F& 7T HK$'000 T/&7T

Finance costs on: BB R ¢
Bank borrowings RITIEE 12,982 11,193
6. INCOME TAX EXPENSE 6. FiEBixxH
(Unaudited)
(REEX)
Six months ended 30 June
BZ6HA30HL6MEA
2018 2017
HK$’000 F#& 71 HK$'000 F& T
Current tax: = HAETIE
Hong Kong & 978 1,792
The PRC s 3,930 13,284
Other jurisdictions Hibr A= 1,897 _
6,805 15,076
Under/(over) provision in prior years: BEFERETE  (EBEREE) -
Hong Kong HE - (20)
The PRC ae 2,085 377
Other jurisdictions HEfhalatlE 827 819
2,912 1,176
Deferred tax: EERIE -
Hong Kong BB - _
The PRC W 4,830 (7,366)
Other jurisdictions HibrE @ 3,985 986
8,815 (6,380)
18,532 9,872
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INCOME TAX EXPENSE (continued) 6.

Hong Kong Profits Tax is calculated at 16.5% of the estimated assessable
profit for both periods.

Under the law of the PRC on Enterprise Income Tax (the “EIT Law”)
and Implementation Regulation of the EIT Law, the tax rate of the PRC
subsidiaries is 25%.

Pursuant to the relevant laws and regulations in Sri Lanka, the tax rate
of Sri Lanka subsidiary changed from 12% to 14% effective from 1 April
2018.

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

PROFIT FOR THE PERIOD 7.

FRiEBiH ()

EEFSER Ty M @ HARE 2 (AT E R 2 A
LA16.5% 2 T EFE -

BIEFRRCEMSRE ([EMEHED
MO¥EMBEEAEHRIEN - REMBARZ
TR A 25% o

BRIBENEEREB 2 ARNESE  HTEHF
MBATZHEE2018F 4 A1 AEH12%
HER/14% °

R R 2 BB A QAR
BRI -

=HEZF
(Unaudited)
(REEEZ)
Six months ended 30 June
HZ6H30H1L61EA
2018 2017

HK$°000 F#% T HK$'000 F,&7T

Profit for the period has been arrived = EEAEFIE IR, (Gt A) THIEHA ¢
at after charging/(crediting):

Amortisation of other intangible assets E th 2 & = = # 14

Depreciation of investment properties & & 2 ITE

Depreciation and impairment of M - R RREITE RRE
property, plant and equipment

Employee costs (including directors’ 1B SRR (BIEEEE)
emoluments)

Impairment loss reversed on other  E i fEULFIE 2

receivables, net * BB R RFE
Impairment loss reversed on trade &R EEEWRIE Y
and bills receivables, net * REBKERFE
Interest income * FE A
Loss on disposal/written-off of HE GERE  KER
property, plant and equipment * Rz EE
Loss on deregistration of a subsidiary * 138 —MKI B AR Z &8
Net exchange gain * b H s e FE
Net rental income from investment & W% 2 S W A EE
properties *

Release of prepaid lease payments  FEfI & FIBH H

1,636 1,636
1,837 1,896
85,469 91,463
508,076 455,698
(179) -
(10,029) (18,589)
(2,506) (2,404)
4,277 6,710

- 1,132
(6,635) (8,814)
(4,965) (4,542)
1,259 1,298

*

Included in other revenue

# Included in other gains and losses
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8. DIVIDENDS

(Unaudited)
(REEERK)

Six months ended 30 June
HZ6H30HILE6EA

2018 2017

HK$’000 F#7T HK$000 F&7T
Dividend recognised as distribution  ZHIEE R AED K ZRE.
during the period:
2017 final dividend of HK10.4 cents 2017 SR EAILE &A% 10.4 751
(2016 final dividend: HK5.3 cents) (2016 FAREARRE : 5.378(L)
per share 125,323 63,866

No interim dividend in respect of the six months ended 30 June 2018 has
been proposed by the Board (six months ended 30 June 2017: Nil).

The final dividend of HK10.4 cents in respect of the year ended
31 December 2017 (2016: HK5.3 cents) per share, amounting to
approximately HK$125,323,000 (2016: HK$63,866,000) in total, had been
approved at the annual general meeting of the Company held on 10 May
2018 and was paid during the six months ended 30 June 2018.

9. EARNINGS PER SHARE

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

BEeVEZBRNEE20184F6 A30H
16 EAZHHEREE (2201746 A30H
H6EA + &) -

HZ2017F12 A1 BItFEZ KB ES
f%10.4% Wl (2016 4F : 538 Wl) + & £ 4
125,323,000 T (20164 : 63,866,000/5
7T) BRARRQBR2018F5 108 8172
fEREFERKE FERE - WEREE2018
F6A30H161EABRMIS -

BREF

ARBER AREBREARRN N EE R T
TR T OIBURAE

(Unaudited)
(RBEXK)

Six months ended 30 June
BZ6HA30HL6MEA
2018 2017
HK$°000 F&7T HK$'000 F&7T

Earnings 2F|

Profit for the period attributable to REATESREARRT M EERF
owners of the Company for the
purposes of calculations of basic
earnings and diluted earnings
per share

FTRZ AN DRI HA ARG =R &

63,754 68,869
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10.

11.

EARNINGS PER SHARE (continued) 9. BREF (8)
(Unaudited)
(REBER)
Six months ended 30 June
BZ6H30HILL6{EA
2018 2017
Number of shares R EE
Weighted average number of ordinary FtEtE SIREAREFI MESZFIAT
shares for the purposes of Rz w98 8
calculations of basic earnings and
diluted earnings per share 1,205,026,960 1,205,026,960
The computation of diluted earnings per share for the six months ended BRBREBEEBSERIE I8 [ GRAT ]
30 June 2018 and 30 June 2017 does not assume the exercise of the SHE 2 ARRRIM AR Z KRBT
Company’s outstanding share options because the adjusted exercise B RO MERR 2 FHmE - FbsEt
prices of those options calculated in accordance with HKAS 33 “Earnings 8 B =2018F6 H30H &201746 A30
Per Share” are higher than the average market price of the shares for both H 1k 618 A HifE 2 T I8 & ) I R R
periods. ZERBRECEITE -
MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT 10. % - B RRE22F
The Group incurred expenditure of HK$128,395,000 during the six months AKEBREE2018F6 A30H 1IE6@A -
ended 30 June 2018 (six months ended 30 June 2017: HK$86,607,000) BEANRIGEANEE 2 EEREMARY
on property, plant and equipment to expand and upgrade the Group’s X KR RHRERNRTR128,39500047T
manufacturing facilities. (B Z=201746 A30H 1L61E A : 86,607,000
PETT)
INVENTORIES 1. #E
(Unaudited) (Audited)
(REEERK) (EEZ)
At 30 June At 31 December
76 H30H K12 HA31H
2018 2017
HK$°000 F& 7T HK$'000 F&7T
Spare parts HH 47,965 42,995
Raw materials JR# 879,365 624,626
Work-in-progress F B 546,814 441,275
Finished goods BURK 376,009 341,291
1,850,153 1,450,187
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12.

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 payment due dates net of allowance for doubtful
debts:

12. BXREBEWFE FALSRE -

BE R HE KRR

AEEBEHNFIORECORFERATHE
XEP - BXREREUGARE KB
B (EMBRRERE) REDTOT

(Unaudited) (Audited)

(REEZR) (feE:Z)

At 30 June At 31 December

M6H30H »12 8318

2018 2017

HK$’000 F#T HK$'000 F&T

Not yet due REIER 1,155,009 1,121,989
Overdue 1 - 30 days #HR1-30 K 152,597 90,821
Overdue 31 — 60 days #HAZ1-60K 11,634 24,211
Overdue > 60 days BHAER B 60 K 23,282 24,563
1,342,522 1,261,584

Other receivables as at 30 June 2018 represented value-added tax
recoverable of HK$151,413,000 (31 December 2017: HK$126,551,000)
and prepayments, deposits and other receivables of HK$119,956,000 (31
December 2017: HK$135,177,000).

TRADE AND BILLS PAYABLES/OTHER PAYABLES AND

7R20184 6 H30H + EMEIFKIA TRl
U [E1 3% {E 55 151,413,000 7T (2017 12 A
318 :126,551,000/ L) RIEN KA 1%
& N H b JE UK 5118 119,956,000 7% 7T (2017
F£12 31 H : 135,177,000/ 7T) °

13. BXREBEMRE HiESR

ACCRUALS EHREFTEH
(Unaudited) (Audited)
(REEER) (5 #%)
At 30 June At 31 December
M6 H30H Mm12 A31H
2018 2017
HK$°000 F#&7T HK$'000 F&7T
Trade payables EEEN IR 837,830 641,859
Bills payables SRENRIA 317,692 175,208
1,155,522 817,067
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13.

14.

TRADE AND BILLS PAYABLES/OTHER PAYABLES AND 13. ¥ N EZBENE HaEAR
ACCRUALS (continued) HREGTER (8)
The following is an ageing analysis of trade payables based on the EEEMNRIBERNRBEA Z R
payment due dates: N
(Unaudited) (Audited)
(RIBERK) (J&=1z)
At 30 June At 31 December
M6 H30H W12 A31 8
2018 2017
HK$’000 F& 7T HK$000 F&7T
Not yet due KREIER 773,173 553,549
Overdue 1 - 30 days #H1-30K 47,642 66,510
Overdue 31 — 60 days #HI31-60 & 7,897 11,144
Overdue > 60 days B HIER B 60 X 9,118 10,656
837,830 641,859
All the bills payables of the Group were not yet due at the end of the RS - NEE 2 B BB ERFIES
reporting period. AREIH -
Other payables and accruals as at 30 June 2018 represented other 20186 A30H © H M fE 1B & &
payables of HK$131,856,000 (31 December 2017: HK$125,117,000) and 5T & R 5 A fh FE 1 3018 131,856,000 74 7T
accruals of HK$161,070,000 (31 December 2017: HK$182,325,000). (2017412 A31 H : 125,117,000/ 7T) &
fi& 5T  F3161,070,0007% 7T (20174 12 A
318 :182,325,000/87T) °
BANK BORROWINGS 14. RITEE

During the six months ended 30 June 2018, the Group obtained new
bank borrowings of HK$868,603,000 (six months ended 30 June 2017:
HK$818,901,000) and made repayments of HK$508,349,000 (six months
ended 30 June 2017: HK$743,794,000). These bank borrowings obtained
and repaid are mainly denominated in Hong Kong dollar (“HKD”) and US
dollar (“USD”). The bank borrowings raised were mainly used to repay the
existing bank borrowings or as working capital of the Group.

The bank borrowings of the Group are mainly variable rate borrowings. The
average effective interest rates of bank borrowings of the Group is 2.59%
(81 December 2017: 2.63%) per annum and are repayable by installments
over a period from one to three years. All bank borrowings are unsecured
for the period ended 30 June 2018 and the year ended 31 December
2017.
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HZE2018FE6 30 R (H61E A » A& EE
BEIR1T1E & 868,603,000 7T (H Z= 2017
#6A30H 1-618 A : 818,901,000/ )
& 2 {838 508,349,000/ 7T (H £ 2017 %6
HB30H 1E61E A : 743,794,000/ JT) ° #%
EEMEREEEZRITEEFELUET
(IABx)) RET(ET)) GTE- IESEZ
ROTEEDETERERERBNRITEER
REREBZEEES -

AEERTEEFEAZBEE - AEER
TIEE 2 FHBERFERER2.59% (2017 F
12H81H :2.63%) * WHRNF1FE3
FHIRADHEE - HE201866 A30H
IHEAE R EE 2017 F 12 A1 HIEFE » BT
BIRTEEH AEER -



15. SHARE CAPITAL

15. B

(Unaudited) (Audited)
(REER) (Feztz)
At 30 June 2018 At 31 December 2017
1201856 B30 H 2017612 A31 H
No. of shares HK$’000 No. of shares HK$’000
ROEE FET BRIGEH FET
Ordinary shares, issued T BEITR

and fully paid R 1,205,026,960 865,716  1,205,026,960 865,716
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MANAGEMENT DISCUSSION & ANALYSIS

BUSINESS REVIEW X7 [EE

The first half of 2018 (“1H2018”) was an encouraging period for the Group
in terms of the growth in volume as the output volume of our fabric business
reached a record high for the interim results. Thanks to the valuable clients
for their supports and encouragement, we were able to maintain almost full
utilization rate during the period under review. During 1H2018, cotton price
increased noticeably and created certain abnormal operation flow to all industry
players, and thus, the Group’s gross profit margin remained almost flat when
compared with that of the same period last year. The Group was highly driven
to achieve the pre-set target sales and major key performance indicators and
was capable of increasing noticeable output volume of our fabric business
segment by 17.7% when compared with that of the first half of 2017 (“1H20177).
The total revenue of the Group remarkably increased by 17.1% to HK$3,760.1
million for the six months ended 30 June 2018 (1H2017: HK$3,212.1 million).
The increase in sales volume was mainly contributed by continuous strategically
placing more effort and resources on our established mass market clients. Our
selling price of fabric remained flat when compared with that of 1H2017. Profit
before income tax expense was HK$87.2 million in 1H2018, an increment of
7.0% from 1H2017 (1H2017: HK$81.5 million).

Although the significant increase in the revenue has normally led to an overall
rise of the overall operating costs, the percentage to sales of our distribution and
selling expenses as well as the administrative expenses remained at very similar
level when compared with that of the same period last year. The distribution and
selling expenses during the period under review increased to HK$94.6 million
(1H2017: HK$75.6 million) by 25.1%, representing 2.5% of the total revenue,
a slight increase from 2.4% in 1H2017. At the same time, the administrative
expenses also increased by 15.5% to HK$219.7 million (1H2017: HK$190.2
million), representing 5.8% of the total revenue, a reduction of 0.1 percentage
point compared to that of 1H2017 (1H2017: 5.9%).

According to the information published on the website of the China Cotton
Association (FREI#BE#RE ), the China cotton price index CCINDEX2129B (H
Bl R EE 15 ) was RMB16,945/ton as at 29 June 2018 and RMB16,217/ton
as at 2 January 2018. The China cotton price index was at the lowest in May
2018 at RMB16,092/ton and at the highest in June 2018 at RMB17,399/ton.
When compared to a year before, the China cotton price index CCINDEX2129B
was RMB16,324/ton as at 30 June 2017, and RMB16,139/ton as at 3 January
2017. From the year-on-year comparison between 30 June 2017 and 29
June 2018, a 3.8% increment was recorded. The US Cotlook A Index was at
US98.25 cents/lb as at 29 June 2018 and US89.35 cents/Ib as at 2 January
2018. The US Cotlook A Index was at its lowest in February 2018 at US86.6
cents/lb and at its highest in June 2018 at US101.7 cents/Ib. When compared
to a year before, the US Cotlook A Index was at US83.33 cents/lb as at 30
June 2017, and US79.65 cents/Ib as at 3 January 2017. From the year-on-year
comparison between 30 June 2017 and 29 June 2018, an 11.9% increment
was recorded. To conclude, the increase of cotton price during the period under
review affected the cotton yarn price, which in turn led to a negative impact on
our gross profit margin.
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According to the China coal industry website, the monitoring data shown on 22
June 2018 based on the China coal price index (national comprehensive) was
164.92, up by 11.2 points year-on-year. Under the challenges on the surge in
raw materials and fuel costs when compared to those of the same period last
year, the Group had faced high pressure on the costs of goods sold, and thus,
the gross profit margin basically remained flat to 9.8% for 1H2018 (1H2017:
9.9%), mainly attributable to its focus on lean management, technology
automation, machinery upgrade, cost reduction and control initiatives to boost
overall operating profitability. Basic earnings per share was HK5.3 cents in
1H2018 (1H2017: HK5.7 cents).

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

During the period under review, the Group strategically targeted to minimize
credit risks and enhance working capital through effective credit management.
As a result, the total overdue trade and bills receivables based on the payment
due dates net of allowance for doubtful debts (overdue 31-60 days and overdue
> 60 days) had significantly reduced to HK$34.9 million on 30 June 2018 from
HK$48.8 million on 31 December 2017.

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

Production and Sales of Dyed Fabrics and Yarns

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

For the period under review, the Group’s core business, production and sales of
dyed fabrics and yarns, generated revenue of approximately HK$3,334.7 million
and accounted for 88.7% of the Group’s total revenue.

Production and Sales of Garments

Revenue from the production and sales of garments for 1TH2018 was
approximately HK$425.4 million and accounted for 11.3% of the Group’s total
revenue.
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Dividend

In view of the general practice of the Company to only recommend a final
dividend, the Board has resolved not to declare the payment of any interim
dividend for the six months ended 30 June 2018. Unless special circumstances
arise, the Group intends to declare a dividend for the financial year of 2018
similar to the dividend payout ratio declared in the financial year of 2017.

Awards & Certifications

Our awards and certificates accredited during 1H2018 are as follows:

BRE
ERARBRN—RIER T REFRERARKRS
EEORTENEMIMEZE2018F 6 A30 B 1L61H
AR TIRZEEAFERE - HEBEERKE
o AR B 2018 FF B B R B B 2017 F
RFE AR B -

RERBHE
20184 L4F - SEFRERERREMT :

Name of Award/ Type of Year/Month
No. Certification Document of Issue Issued by
XHFY  %E/REER XHER ®RE/ A BB
Jiangyin Fuhui Textiles Limited ST EEHBER L T
1 2017 Qutstanding Enterprise of Award 2018/1 Jiangyin Municipal People’s
Safety in Production* H2he Government Work Safety Committee*
1T EELRREERESN IRTARBNR2EERES
2 2017 Qutstanding Enterprise of Award 2018/1 Jiangyin High-tech Industrial Development
Ecological Civilization Building* e Zone Committee of Communist Party of China*
2017 FEAER AR TERE PRIRSMRMEERERIHEZES
Administration Committee of
Jiangyin High-tech Industrial Development Zone*
IRRHENEXREREERESE
3 2017 Qutstanding Enterprise of Award 2018/1 Jiangyin High-tech Industrial Development
Foreign Investment* i Zone Committee of Communist Party of China*
017 FEIEREFELE R TRENRNEXRERIFZES
Administration Committee of Jiangyin High-tech
Industrial Development Zone*
IRRHENEXREREELES
4 2017 Qutstanding Enterprise of Award 2018/1 Jiangyin High-tech Industrial Development
Import and Export Trade* i Zone Committee of Communist Party of China*
2017 FEIEELAKELE PHIRSMRNELRERTIHRZES
Administration Committee of Jiangyin High-tech
Industrial Development Zone*
IRRHENEXREREEZES
5 2017 Charitable Enterprise* Award 2018/1 Jiangyin High-tech Industrial Development
2017 FERLEELE i Zone Committee of Communist Party of China*

PRIRSMBRNELRERTIHEZES
Administration Committee of Jiangyin High-tech
Industrial Development Zone*
IREFENEXREREEZES
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Name of Award/ Type of Year/Month

No. Certification Document of Issue Issued by
XHFS  %E/REER XHER ®RE /A BHEN
Jiangyin Fuhui Textiles Limited (continued) SIRBEHEER LT (&)
6 2017 Top 10 International Enterprise*  Award 2018/2 Jiangyin Municipal Party Committee of
2017 FETEINERE HEhE Communist Party of China, Jiangyin Municipal

People’s Government*

RHRTIRHE - TRHARBA

7 2017 Key and Major Award 2018/2 Jiangyin Municipal Party Committee of
Enterprise of Jiangyin* i Communist Party of China,
M7 FEIRTMERERLE Jiangyin Municipal People’s Government*

RHTRT - TR ARBM

8 2017 Qutstanding Enterprise of Award 2018/3 Jiangyin Environmental Protection Committee™
Ecological Civilization Building i IRMRERELZES
and 263 Program* Jiangyin “263” Program Leading Group*
2017 FE R CRARERE [263] Lkt [263] FIB{TEHEE/ A
BETEAELE

9 2017 Qutstanding Enterprise of Award 2018/4 Wuxi Federation of Trade Unions*
“AnKang Cup” Competition of Wuxi*  #£}& mOMETE
2017 FEEHT [ LR Wuxi State Administration of Work Safety*
HEBBERL EYTLREELEEER

10 2017 Outstanding Enterprise of Award 2018/6 Jiangyin Blood Donation Administration Committee*
Blood Donation Without 125 IRTRNEEZEE
Compensation*

2017 FE &SR STE BN

Yancheng Fuhui Textiles Limited BB E 4 EER AT

1 2017 Outstanding Three-star Award 2018/2 Yancheng Municipal People’s Government*
Enterprise* 2 B ARBUT
17TEEFEAB=ENE

12 2017 Corporate Development Award 2018/2 CPC Yancheng Economic and
Contribution Award* e Technological Development Zone
2017 FELEFEFR 2 Working Committee*

hHERCERRERIFRES
Yancheng Economic and Technological
Development Zone Management Committee™
ERCERNAEREREZES

13 2017 Outstanding Enterprise for Award 2018/2 Yancheng Integrated Duty-Free Area
Production Safety* i Working Committee*
M7 FEREEETFRE hHENGARNRTIFEES

Yancheng Integrated Duty-Free Area
Management Committee*
EREARTEEREEE
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Name of Award/ Type of Year/Month

No. Certification Document of Issue Issued by
XHFR  RE RRER XHER mRE /A BB
Yancheng Fuhui Textiles Limited (continued) BB BEHBERAR (&)
14 TCP test certificate Certification 2018/3 Intertek Group
TCPAIARERE" BE REEEE"
15 Vice President of Printing Award 2018/4 China Knitting Industrial Association*
and Dyeing Branch of 52he FRESH ST ERE
China Knitting Industrial
Association*
PEHETIRBEHNEN S
BleREM

Dongguan Shatin Lake Side Textiles Printing & Dyeing Co., Ltd. R=/)ABEHBNLER AR

16 2017 Qutstanding Enterprise Award 2018/1
for Export* =37
017 FEERLALERR

17 Model Worker’s Home* Award 2018/2
REBI X g
18 Vice President of Printing and Award 2018/4

Dyeing Branch of China Knitting 1255
Industrial Association*
FEHBTEREHNRAE

BlegREN

Chinese Communist Party Shatian Town
Committee/People’s Government of Shatian Town*
RIDHEZ S Rem) REARKE

Trade Union of COFCO Corporation *
FREREEFRARILE

China Knitting Industrial Association*

hEHE TR GE

The English names are the translation of their respective official Chinese names and
are for reference only.

# The Chinese names are only the translation of their respective official English names
and are for reference only.
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OUTLOOK RE

According to the World Bank Group’s June 2018 Global Economic Prospects
Report, the global economic growth will remain robust at 3.1 percent in 2018
despite recent moderation. Afterwards, it is projected to moderate in 2019-
2020, edging down to 2.9 percent by the end of the forecast period as
international trade and financial conditions tighten. In emerging market and
developing economies (EMDEs), overall growth is projected to plateau, reaching
4.7 percent in 2019 and 2020, up from 4.5 percent in 2018, as obstacles to
growth in commodity exporters diminish, while activity in commodity importers
continues to be robust. Activity in advanced economies is expected to
moderate in 2018, as monetary policy stimulus is pared down, energy prices
rise, and the effect of U.S. fiscal expansion wanes. In the Euro Area and Japan,
growth forecasts become slower, reflecting higher energy prices and increased
borrowing costs. Investment across advanced economies has firmed, while
private consumption growth has moderated. Wages and inflation expectations
have edged up intermittently, pointing to incipient signs of rising price pressures.
Although recent indicators in advanced economies suggest some moderations,
they continue to point to solid investment and above-potential growth this year
across countries.

Although the recent trade war between China and the US has brought
uncertainties to the future of the textile industry, little direct impact had been
made to the Group’s business as the Group does not directly export fabric to
the US from China. Garment and other relevant products of the Group have
been strategically altered to be produced in our garment factories outside of
China for the US orders. A small proportion of our customers from China do
trade with the US and they may suffer from the trade war, thereby indirectly
undermining the Group’s performance. However, knitted garment, the Group’s
customers' principal exports, was not included in the tariff lists released by the
US Trade Representative (USTR) pursuant to Section 301 of the Trade Act of
1974 as at 13 August 2018. Even if the US further expands the coverage of the
list in the future, the indirect impact to the Group’s business is still expected to
be insignificant due to the limited number of this type of customers. Thus, the
Group is still confident that the negative impact of the trade war will be limited at
a minimum level.

Due to the fact that the Group’s fabric business production has maintained
full utilization rate for a certain period of time, the Group is currently actively
planning for a new fabric business production site outside of China.

Looking forward to the second half of 2018, the world economy and the retail
market are expected to remain uncertain while consumer sentiments remain
sluggish. The Group is prudently optimistic about its performance in the second
half of the year as the order book and production capacity continue to remain
promising while cotton price has been stabilized recently. The Group has been
working closely with the new clients, including several popular and quality
Japanese brands as mentioned in our 2017 annual report, which provide
attractive potential going forward. The Group has long been the pioneer in
developing innovative products together with our customers in the textile and
apparel industry and will continue to allocate resources in this area in the future.

Notwithstanding the ever-changing global economic and market conditions, the
Group is determined to accomplish the budgetary target for the year through
various measures on cost reduction and production expansion, and offer long-
term values and returns to all shareholders.
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FINANCIAL REVIEW Ef %[0l

The key operating and financial indicators of the Group for the six months
ended 30 June 2018 are set out below:

AEBEHZ2018F6 A30HIF6EAZ TBKE

KEIBIER25IT

Six months ended 30 June

BZ6H30HL6MEA
2018 2017
Statement of Profit or Loss ltems B&EKRER
(Al amounts in HK$ thousands unless (BRIFRIGEEAINT B 58
otherwise stated) HAFHETIIR)
Revenue EER 3,760,117 3,212,129
Gross profit E7 368,019 317,362
EBITDA* BHHTE K S AT 185,469 186,227
Profit for the period EHE &R 68,653 71,583
Profit attributable to owners of KAEIER AELRF
the Company 63,754 68,869
Basic earnings per share (HK cents) BRRERZH (BI) 5.3 5.7
Key Financial Ratios TEHHLLE
Profitability ratios BFIEEDHFE
Gross profit margin (%) FEFE (%) 9.8% 9.9%
EBITDA* margin (%) BRITE REER A E (%) 4.9% 5.8%
Expenses as a % of revenue B E X E
Distribution and selling expenses DM HE B R 2.5% 2.4%
Administrative expenses THER 5.8% 5.9%
Finance costs B RS 0.3% 0.3%
Asset efficiency BEME
Inventory turnover period (days) GFERASEE (8) 98 92
Trade and bills receivables EE R EIREREIR
turnover period (days) A (/) 65 72
Trade and bills payables EEREREMNKIA
turnover period (days) JEEES (R) 62 52
EBITDA means earnings before interest, tax, depreciation and amortisation
EBITDA 8 /3 S B4 & N 2 85 A1 H
At 30 June At 31 December
M6 H30H W12 A31H
2018 2017
Asset ratios BERE
Current ratio mENEE & 1.7 2.2
Net debt/EBITDA ratio (annualised) SRER, BBITE R A
A (F1k) 0.3 (0.3)
Gearing ratio BXEEHEF
Total liabilities/Equity attributable to aE®E/
owners of the Company NATHEA NELER 0.8 0.6
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Revenue

The Group’s revenue for the six months ended 30 June 2018 amounted
to approximately HK$3,760,117,000 (six months ended 30 June 2017:
HK$3,212,129,000).

Revenue by business segments

B

EBHZE2018F6A30B L6 AN EERELY
£3,760,117,0005% 7t (B =2017 46 A30H 1-
61E A : 3,212,129,0007T) °

EREREBIE

Production and Sales of Dyed Fabrics

and Yarns
SLENHERT LY
% 88.7% B Production and Sales of Garments
%’e FhE MIHEMRK
0
8% by

In the first half of 2018, the Group’s core business, production and sales of
dyed fabrics and yarns, generated revenue of approximately HK$3,334,660,000
(six months ended 30 June 2017: HK$2,815,774,000), accounted for 88.7%
(six months ended 30 June 2017: 87.7%) of the Group’s total revenue. Revenue
from production and sales of garments was approximately HK$425,457,000
(six months ended 30 June 2017: HK$396,355,000), accounted for 11.3% (six
months ended 30 June 2017: 12.3%) of the Group’s total revenue.

Cost of Sales and Gross Profit Margin

For the six months ended 30 June 2018, overall cost of sales of the Group
amounted to approximately HK$3,392,098,000 (six months ended 30 June
2017: HK$2,894,767,000) and overall gross profit margin was 9.8% (six months
ended 30 June 2017: 9.9%).

During the period under review, the Group’s revenue increased by 17.1%,
mainly due to an increase in sales volume of fabric by approximately 17.7%.

Distribution and Selling Expenses

For the six months ended 30 June 2018, the Group’s overall distribution and
selling expenses amounted to approximately HK$94,602,000 (six months
ended 30 June 2017: HK$75,595,000), accounted for 2.5% (six months ended
30 June 2017: 2.4%) of the Group’s total revenue.
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Administrative Expenses

For the six months ended 30 June 2018, the Group’s overall administrative
expenses amounted to approximately HK$219,737,000 (six months ended 30
June 2017: HK$190,239,000), accounted for 5.8% (six months ended 30 June
2017: 5.9%) of the Group’s total revenue.

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

For the six months ended 30 June 2018, the Group’s EBITDA amounted
to approximately HK$185,469,000 (six months ended 30 June 2017:
HK$186,227,000) and the EBITDA margin was 4.9% (six months ended 30
June 2017: 5.8%).

Finance Costs

For the six months ended 30 June 2018, the Group’s finance costs amounted
to approximately HK$12,982,000 (six months ended 30 June 2017:
HK$11,193,000), represented 0.3% (six months ended 30 June 2017: 0.3%) of
the Group’s total revenue.

Capital Expenditure

During the period under review, the Group invested approximately
HK$128,395,000 (six months ended 30 June 2017: HK$86,607,000) in
additions of property, plant and equipment. The Group expects its capital
expenditure for the whole financial year to remain at an average level of the past
two financial years.

Income Tax Expense

For the six months ended 30 June 2018, income tax expense of the Group
amounted to approximately HK$18,532,000 (six months ended 30 June 2017:
HK$9,872,000).
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Liquidity and Financial Resources

As at 30 June 2018, the Group’s net assets amounted to approximately
HK$3,502,911,000 (31 December 2017: HK$3,556,376,000). The key figures
of the Group's financial position were as follows:

ESRBERYBER

R2018F6 A30R - &EEEFEX)A3,502,911,000
BT (2017412 A 31 B : 3556,376,0005# JT) © £
BN EZERT

At 30 June At 31 December

M6 H830H M12A31H

2018 2017

HK$’000 F&. T HK$’000 F&7T

Non-current assets IEmENEE 1,776,607 1,746,764
Current assets mENEE 4,441,260 3,842,207
Total assets BERE 6,217,867 5,588,971
Current liabilities mEIaE 2,571,289 1,746,107
Non-current liabilities EREEE 143,667 286,488
Total liabilities afERE 2,714,956 2,032,595
Net assets BEFE 3,502,911 3,556,376

The Group met its funding requirements in its usual course of operation by cash
flows from operations as well as long-term and short-term bank borrowings.
Capital expenditure was mainly financed by long-term bank borrowings.
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As at 30 June 2018, the principal financial covenant figures/ratios (according to
the banks’ definitions) were as follows:

M20185E6 AB0 R » TEM I KRNEE, L
% (RIERITHES) 10T :

At 30 June At 31 December
M6 A30H W12 A31 8
2018 2017
Consolidated tangible net worth FEEBEEE HK$3,202,023,000 HK$3,124,272,000
Consolidated total bank debt to BRRITEEY
consolidated tangible net worth e FAEREELD 0.3 0.2
Consolidated EBITDA to fre BT E R A N R
consolidated interest expense fRE BT A 14.3 18.1
Consolidated current assets to TEnRBEEY
consolidated current liabilities e =N s et]| 1.7 2.2
Consolidated capital expenditure FAEERRX HK$128,395,000  HK$231,326,000
Risk Management | B i 38
The Group follows a stringent and prudent risk management policy to manage EIAWTFEW&%EE’JH DB T ISR JE Y I
foreign exchange and interest rate risks. R ) 2= 2 B

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

In addition, bank borrowings of the Group were denominated in HKD and USD
and interests were mainly charged on a floating rate basis. Since the market
expects that the interest rates in the United States might rise in the coming year,
the Group will continue to monitor the interest rates fluctuation in the market
and will adopt appropriate measures to minimize the interest rate risk.
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EMPLOYEES AND REMUNERATION POLICIES EERMEBE

As at 30 June 2018, the Group had approximately 9,100 (30 June 2017:
10,170) full-time employees. The Group will continue to implement streamlined
production so as to further minimize our labour cost. The Group’s emolument
policies are formulated on the performance of individual employee and the
salary trends in various regions, which are reviewed regularly. Subject to the
Group’s profitability, the Group may also distribute a discretionary bonus to its
employees as an incentive for their contribution to the Group.

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

£ER2018F6 A30H 2 2BHE 8 AE#) 49,100
A (20176 5308 10,170 A) » K& B 154
BEEMBRALE  URSERIDEEHRA - £
MESHSHBEERERENEEN TIERARS
i [ N8 22w I e W E AR AR - REINE
HESE 2 BFER  BIBBEMICAL TRENE
b P =@ 2 BB -

SEARERE —RBEREE - TeRHES
EAERIE R BBEERTE - LWIRRERZAE
SHE REIEEE

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

= —_ hY
fBO - HERBOAATZ LHES
During the period under review, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed securities.

REEEEA - DA M E KB AR EE
Bl - HEXBRIARQRZER ETES

CORPORATE GOVERNANCE CODE {=#E5F Al

Throughout the period from 1 January 2018 to 30 June 2018, 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”). However, with effect from 23 January 2015, Mr. ZHAO
Yao, the Chairman and an Executive Director, has taken up the position of the
chief executive officer of the Company, details of which were set out in the
announcement of the Company dated 23 January 2015. This deviated from
code provision A.2.1 of the CG Code, which stipulates that the responsibilities
between the chairman and chief executive officer should be divided. However,
having considered the current status of the Group, vesting the roles of both
chairman and chief executive officer in the same person enables the Group to
more efficiently plan its overall strategy and achieve the budgeted target. The
Board believes that the balance of power and authority under this arrangement
is adequately ensured by the Board which comprises experienced, professional
and high caliber individuals with a sufficient number thereof being independent
non-executive Directors (the “INEDs”).
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MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

EEETESRENEETH

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. Having made specific enquiries with all Directors, the Company
confirmed that all Directors had complied with the required standard set out in
the Model Code for the period under review.

RARIBRMNEETAAEERESETESFR
%Z#Womﬁ%ﬁﬁ$¢ﬁ§7% PAN/NT R
RETBEENEIBHASE ETZESTAIfTEK
M%ﬁo

AUDIT COMMITTEE’S REVIEW HERXZEESEH

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 controls.
The Audit Committee presently comprises 1 non-executive Director and 2
INEDs, and 1 of the INEDs acts as the chairman of the Audit Committee. The
Audit Committee has reviewed the unaudited interim results of the Company for
the six months ended 30 June 2018.

PiN/N 7EW4§$A%V§A 2 ([F%%8
gl BUBRN RERRQR CUBEHRRER
J‘Lll’“”f%&ﬁww HE - -BFZREZEEERMA1E
HFHMTEER2BBUIENTESMAN - WHE
FA1EBUIERTEFREIEZZESER - F
BELZEECENARTEE2018F6 H30H1E6
Bl Az REE AL HAZELE -

PUBLICATIONS OF 2018 INTERIM RESULTS ANNOUNCEMENT AND

INTERIM REPORT
T 2018 F A MRE DA ER PR E

This results announcement is published on the respective websites of the
Company (www.fshl.com) and the Stock Exchange (www.hkex.com.hk). The
2018 interim report containing all the information required by the Listing Rules
will be dispatched to the shareholders of the Company and available on the
respective websites of the Company and the Stock Exchange in due course.

Hong Kong, 28 August 2018

REFENE KD BN R &4 3 (www.fshl.com)
K% B 32 BT 48 35 (www.hkex.com.hk) TI| & - & A
MRABRENTAEER Z 2018 FhHRE S
RBERERSFETARQBRE - A5 5 FIER
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By order of the Board
Fountain Set (Holdings) Limited
ZHAO Yao
Chairman and Chief Executive Officer

As at the date of this announcement, the Board comprises 4 executive Directors, namely Mr. ZHAO Yao (Chairman and Chief
Executive Officer), Mr. LIU Xianfu, Mr. TAO Yongming and Mr. YAU Hang Tat Andrew; 2 non-executive Directors, namely Dr. YEN
Gordon (Vice Chairman) and Mr. SUN Fuji; and 3 INEDs, namely Mr. NG Kwok Tung, Mr. YING Wei and Mr. William LAM.
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