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REEEGBEFRRTI
]P Fountain Set (Holdings) Limited

(Incorporated in Hong Kong with limited liability)
(Stock Code: 420)

FINAL RESULTS ANNOUNCEMENT
FOR THE YEAR ENDED 31 DECEMBER 2017

The board of directors of Fountain Set (Holdings) Limited (the “Company”, the “Directors” and the “Board”, respectively)

announces that the audited consolidated results of the Company and its subsidiaries (collectively, the “Group”) for the year
ended 31 December 2017 are as follows:

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME &8 B R A2 AU ER

FOR THE YEAR ENDED 31 DECEMBER 2017 #%2017412A31H L F &

2017 2016
Notes Bt i# HK$'000 F& 7T HK$'000 T8 7T

Revenue EER 3 6,913,785 6,328,714
Cost of sales HER A (6,162,290) (5,553,590)
Gross profit EF 751,495 775,124
Other revenue H AU A 44,892 48,338
Other gains and losses H itz K B 18 22,250 (48,452)
Distribution and selling expenses DEHRHEER (172,868) (163,756)
Administrative expenses 1THE A (412,891) (424,275)
Finance costs B & AR 4 (22,533) (19,506)
Share of profit of an associate fE{h—EEE A [z &F) 1,905 595
Profit before income tax expense BRETEH X HATEF 212,250 168,068
Income tax expense RSz it 5 (36,304) (18,076)
Profit for the year EFEAF 6 175,946 149,992

Profit for the year attributable to: EBIEEFERN:
Owners of the Company ViN/NEIE PN 156,846 127,903
Non-controlling interests JEE R 19,100 22,089
175,946 149,992
HK cents 1l HK cents &1l

Earnings per share BREF

— Basic —EK 8 13.0 10.6

— Diluted — s 8 13.0 10.6




CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME &85 R Ht2 AN AR

FOR THE YEAR ENDED 31 DECEMBER 2017 # £2017512A31H It F &

2017 2016
HK$’000 F#&ET HK$'000 F& T
Profit for the year =EFEERF 175,946 149,992
Other comprehensive income, HibzmElkas (KNRHE)
net of tax
Items that may be reclassified HEATNEEHIEZE
subsequently to profit or loss: BR2ZER:
Net gain arising on revaluation of FAREFBAIELE
available-for-sale financial assets CRMEEEAZ
during the year a5 E 272 1,410
Exchange differences arising on BMEBINEBEEZ
translation of foreign operations M EE 16,434 (16,051)
Release upon disposal of available- BEEHIECHEERED
for-sale financial assets (901) (3,012)
Reclassification adjustment of 518 — FERT B R A B
translation reserve upon fEHFEE STy AR
deregistration of a subsidiary 1,127 -
Other comprehensive income/(expense) REFEHME2ME
for the year W, (Fx) 16,932 (17,653)
Total comprehensive income EFEEZERELE
for the year 192,878 132,339
Total comprehensive income EBHtREEEZEKRSEAE:
for the year attributable to:
Owners of the Company VINNESTEZZ =N 168,075 116,000
Non-controlling interests FEFE AR R 2 24,803 16,339
192,878 132,339




CONSOLIDATED STATEMENT OF FINANCIAL POSITION # & Bt # AR &

AS AT 31 DECEMBER 2017 20174 12A31H

At 31 December

At 31 December

RW12A31H N12A31H
2017 2016
Notes 7% HK$'000 T HK$000 F# 7T
Non-current assets FREBEE

Investment properties REME 60,775 67,410
Property, plant and equipment ER B 1,509,246 1,463,317
Prepaid lease payments — non-current portion BRBEFE-ERHHD 96,715 99,115
Other intangible assets HEuEREE 18,346 21,617
Interest in an associate i lANE W 18,805 16,900
Investment in life insurance policies ASRBREZTE 9 - 20,050
Deferred tax assets BIEHBEE 42,877 49,909
1,746,764 1,738,318

Current assets RBEE
Inventories "E 10 1,450,187 1,401,911
Trade and bills receivables CELZERERGE 11 1,261,584 1,209,330
Prepayments, deposits and other receivables BRZE Ze R EMEKRE 261,728 136,420
Prepaid lease payments — current portion BRBERE-REH 2,604 2,600
Tax recoverable BEEE 3,500 4,479
Restricted bank deposits RRHIRITER 13,003 10,406
Short-term bank deposits RERTER 206,405 177,660
Bank balances and cash RITEBRRS 643,196 690,491
3,842,207 3,633,297

Current liabilities hBaE
Trade and bills payables LERZBENHRE 12 817,067 752,140
Other payables and accruals Hib N RETER 307,442 322,845
Amounts due to non-controlling shareholders R FEVE R Y R FR0B 80,100 80,100
Amount due to an associate UGl A-UNCIE 0] 5,286 5,499
Deferred income — current portion B A - TR B 5 1,622 1,592
Tax payable JERHTE 18,984 20,912
Bank borrowings — due within one year FITEE-——FREH 515,606 488,191
1,746,107 1,671,279
Net current assets TBEEFE 2,096,100 1,962,018
Total assets less current liabilities EEMAERADER 3,842,864 3,700,336




CONSOLIDATED STATEMENT OF FINANCIAL POSITION # & Bt B AR &

AS AT 31 DECEMBER 2017 72017412 H31H

At 31 December At 31 December
W12A31H W12A31H
2017 2016
Note fif# HK$'000 F# 7 HK$000 F& T
Non-current liabilities kRBEE
Deferred income — non-current portion BEBA-ERBDD 58,989 60,370
Bank borrowings — due after one year BIEE-—FRIH 219,623 179,453
Deferred tax liabilities EIEHIBAE 7,876 6,368
286,488 246,691
Net assets EEFE 3,556,376 3,453,645
Capital and reserves EXR R
Share capital R A 13 865,716 865,716
Other reserves Hih 2,536,545 2,432,336
Equity attributable to owners of the Company ALNRHEEAEGES 3,402,261 3,298,052
Non-controlling interests ER 154,115 155,593
Total equity EmdE 3,556,376 3,453,645




NOTES MizE

1. 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 years ended 31 December 2017 and 31
December 2016 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 2016 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 for the year ended 31 December 2017 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 (3) of the Companies Ordinance.
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”)

(a) Adoption of new/revised HKFRSs — effective on 1 January 2017

Annual Improvements to

HKFRSs 2014-2016 Cycle

Amendments to HKFRS 12, Disclosure of

Interests in Other Entities

Amendments to HKAS 7 Disclosure Initiative

Amendments to HKAS 12 Recognition of Deferred Tax Assets for

Unrealised Losses

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

statements.

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

The following new/revised HKFRSs, potentially relevant to the Group’s financial
statements, have been issued, but are not yet effective and have not been early
adopted by the Group. The Group’s current intention is to apply these changes on

the date they become effective.

HKFRS 9 Financial Instruments!
HKFRS 15 Revenue from Contracts with Customers!
HKFRS 16 Leases?
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

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

effective (Continued)

HK(IFRIC) 22

HK(IFRIC) 23

Annual Improvements to

HKFRSs 2014-2016 Cycle

Annual Improvements to

HKFRSs 2015-2017 Cycle

Amendments to HKFRS 2

Amendments to HKFRS 9

Amendments to HKFRS 15

Amendments to HKAS 28

Amendments to HKAS 40

Amendments to HKFRS 10
and HKAS 28

Foreign Currency Transactions and

Advance Consideration?

Uncertainty over Income Tax Treatments?®

Amendments to HKAS 28, Investments in

Associates and Joint Ventures!

Amendment to HKAS 23,

Borrowing Costs?

Classification and Measurement of Share-
based Payment Transactions!

Prepayment Features with Negative
Compensation?

Revenue from Contracts with Customers

(Clarifications to HKFRS 15)!

Long-term Interests in Associates and
Joint Ventures?

Transfers of Investment Property!

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

Joint Venture?

! Effective for annual periods beginning on or after 1 January 2018

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

3 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.
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3. 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

3. EXERIEER

Exg (MEXELERRE)RBREPAELETE
M B E EMKEXE R BER BRES
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FRRIR AT R D R BI ) 2 R M B NA K R AE T

the year. YEZ e
2017 20174
Segment
Hong Kong The PRC Taiwan Korea  Sri Lanka America Europe Others total  Eliminations Consolidated
Eif FE A% BE HEWT E) BN HewE SE4E H &E
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
FET FET FAT FAT FET FAT FAT FAT FET FAT FAT
Revenue BEE
External sales HNEE 1,552,586 1,430,586 654,260 1,024,772 723,035 513,969 51,417 963,160 6,913,785 - 6,913,785
Inter-segment sales (note) PERHE (M) 4,772,958 2,682,576 - - 333,261 - - 146,873 7,935,668 (7,935,668) -
Total segment revenue NEEEELEE 6,325,544 4,113,162 654,260 1,024,772 1,056,296 513,969 51,417 1,110,033 14,849,453 (7,935,668) 6,913,785
Results E+
Segment profit AEEF 127,896 144,589 55,507 86,945 51,406 41,170 4,357 80,884 592,754
Interest income FIEMA 4,557
Unallocated income KARBRA 23,051
Depreciation and amortisation WEREH (191,150
Other unallocated expenses Hip KA RS H (196,334
Finance costs BEMAK (22,533)
Share of profit of an associate ElE—HBE N2 AT 1,905
Profit before income tax expense B FT/S R 3t it AT &2 7 212,250




3. REVENUE AND SEGMENT INFORMATION (Continued)

3. EXERIEER (&)

2016 20164
Segment
Hong Kong The PRC Taiwan Korea Sri Lanka America Europe Others total  Eliminations  Consolidated
BA HE B BE  HEBF M B HEeE  SBRE 1 &8
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
FET FET FAT FET FET FET FET FET FET FAET FET
Revenue EEE
External sales NS 1439830 1,119,663 631,045 1,166,770 751,178 407,387 48589 764,252 6,328,714 - 6328714
Inter-segment sales (note) PEBHE (Hi2) 4414472 2,369,402 - - 362,057 28732 - 152,250 7326913  (7,326913) -
Total segment revenue NELEEEE 5,854,302 3,489,065 631,045 1,166,770 1,113,235 436,119 48,589 916,502 13,665,627 (7,326913) 6,328,714
Results E4
Segment profit AEEF 133,033 108,964 54,950 101,603 73,728 38,005 4248 69,442 583,973
Interest income FIEWA 4,587
Unallocated income I ON 2997
Depreciation and amortisation HEREH (184,524)
Other unallocated expenses HEpRAERZE (220,054)
Finance costs BEARA (19,506)
Share of profit of an associate EE—fsE ARz R 595
Profit before income tax expense /SR St i Al &2 A 168,068

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

Segment profit represents the profit earned by each segment without allocation
of central administration costs and other expenses (including non-production
related employee benefits expenses, Directors’ emoluments, bank charges, etc.),
depreciation and amortisation, interest income, loss on disposal/written-off of
property, plant and equipment, gain from disposal of available-for-sale financial
assets, 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. No analysis on segment assets

and liabilities is disclosed as it is not presented to the Board.
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3. REVENUE AND SEGMENT INFORMATION (Continued)
Revenue from the Group’s products

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

3. EXERIBEN (&)
AREEMZERE
AT REESBASRNEERENNESEEHEL S

products: e
2017 2016
HK$'000 FE 7 HK$'000 F% T
Production and sales of dyed fabrics and yarns BEREERHRY 5,998,860 5,461,209
Production and sales of garments SERHERK 914,925 867,505
6,913,785 6,328,714

Geographical information

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

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

3 15 A R
RIS AEE 2 FRBAE (M) i
B2AHRMT

At 31 December At 31 December

W12A31H #®12A31AH

2017 2016

HK$'000 F#& 1 HK$000 ¥

The PRC i 1,506,890 1,470,256
Hong Kong i 36,752 39,832
Sri Lanka HERR 159,620 158,086
Others Hig R 625 185
1,703,887 1,668,359

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

Information about major customers

No revenue from individual customer contributed over 10% of the total revenue of

the Group for the years ended 31 December 2017 and 31 December 2016.
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4. FINANCE COSTS

BLE R A

2017 2016
HK$'000 F#& 7T HK$000 T
Finance costs on: BAEKA:
Bank borrowings BITEE 22,533 19,506
5. INCOME TAX EXPENSE FrEsxH
2017 2016
HK$'000 F#& T HK$000 F# T
Current tax: =REERE
Hong Kong B 1,523 2,371
The PRC b2 22,440 15,893
Other jurisdictions H iRl A R 3,222 7,604
27,185 25,868
Under/(over) provision in prior years: BAFERETR/ (BERE)
Hong Kong &% (81) (40)
The PRC B 407 1,717
Other jurisdictions Hit ek 820 59
1,146 1,736
28,331 27,604
Deferred tax: ERTIE:
Hong Kong N 441 291
The PRC H 7,368 (10,319)
Other jurisdictions Hit ek 164 500
7,973 (9,528)
36,304 18,076

Hong Kong Profits Tax is calculated at 16.5% (31 December 2016: 16.5%) of the BEMEFHNHILZEFE 2Bt EBRBIAT|IA16.5%

estimated assessable profit for the year. (20164F12A318 : 16.5% ) 2 T K5t & o

11



5. INCOME TAX EXPENSE (Continued)

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

Pursuant to the relevant laws and regulations in Sri Lanka, the tax rate of Sri Lanka
subsidiary is 12%.

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

5. Friedix<it (#)
REFELEFMERE ([REMGBE]) RE¥
FRSBUERBEIED] - o BIIB 2 7 2 Bt 25% »

RENEMRAEBIZRIER HEWRHEAR
A ZHRERI2% °

Hih R I E 2 BOER A S B A AR S
GESE S

6. PROFIT FOR THE YEAR 6. EFEER
2017 2016

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

Profit for the year has been arrived at =REERFBMR/ (G A) THIRE:
after charging/(crediting):
Amortisation of deferred income! R ON:OF- 3R (1,607) (1,507)
Amortisation of other intangible assets? HEuEREE 2 #iE 3,271 3271
Auditors' remuneration ZEM 2z HW 3,065 3,063
Cost of inventories sold (mote /) FRHEENA (M) 6,162,290 5,553,590
Depreciation of investment properties REMEZHE 3,780 3,89
Depreciation and impairment of property, plant and equipment  #1% « %2 & R & 2 T E RR{E 181,497 174,756
Employee costs (including Directors’ emoluments) EERA (BREZHE) 961,823 947,128
Gain on disposal of available-for-sale financial assets? REMHNESHEE K&’ (901) (751)
Government grants (note ii)! PRI HREE (A5 )1 (3,493) (3,805)
Impairment loss reversed on other receivables, net? Hit UGB 2 MEB R BB E? (89) (483)
Impairment loss (reversed)/recognised HERZERYGIEZ
on trade and bills receivables, net? BEERX (BE) /HERFE (19,849) 21,401

Interest income! FEHAL (4,557) (4,587)
Loss on deregistration of a subsidiary? HE-HENBARCEE 1,127 -
Loss on disposaliwritten-off of property, plant and equipment? & /9% BB N EE 2 EHE? 18,731 13,283
Net exchange (gain)/losses? B3 (M), BREE (21,269) 15,002
Net rental income from investment properties! REMENRS B AFE (9,655) (10,156)
Release of prepaid lease payments BREEHREESL 2,602 2,601
! Included in other revenue ! BEEEMRARN
2 Included in other gains and losses 2 BIETEE M= M EER
3 Included in administrative expenses 3 BEETHREAA

12



6. PROFIT FOR THE YEAR (Continued)

Notes:

(i) Cost of inventories sold includes HK$1,666,095,000 (2016: HK$1,598,598,000) of staff costs,
depreciation, subcontracting fee, provision/(reversal) of write-down of inventories and other
manufacturing overheads, which are also included in the respective total amounts disclosed
above for each of these types of expenses.

(i) Government grants mainly represent grants of HK$2,109,000 (2016: HK$3,092,000) received
from the PRC local government authority as subsidies to the Group for (a) acquiring certain
property, plant and equipment for energy saving scheme and environmental protection scheme
implemented by the PRC local government; (b) incentive of foreign trade; and (c) incentive of
steady growth of business.

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

EE

(

(ii)

=EFERF (&)

FEHERABIELE66,095000/% T (20164 :
1,598,598,00077C) B TAAS - #T& - INTEA - 7H8HTF
E2BE/(BR)REGREER WEEEFER
BEELXFEBRSEMS ZBBETEN-

B ERRERBRETREBRFREREN
2,109,0007% 7T (20164 : 3,092,000/ 7T) 1E & A &
() rh B E BT B i < B g AT 8l IR RETEIMEE
ETHE BBELRE: OHBINE: RCOBBEBR
IR 2R -

% TR i B O A {5 PR PR 1

7. DIVIDENDS 7. BE
2017 2016
HK$'000 F% 7 HK$000 %1
Dividend recognised as distribution during the year: _REEDERADRZIBRE
2016 final dividend of HK5.3 cents 20165 REIR BB IR5.3B1L
(2015 final dividend of HK4.0 cents) (2015 RHAB S : 4.0%1L)
per share 63,866 48,201

No interim dividend was paid or proposed for both years.

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, has been recommended by the Board and is
subject to the approval of the shareholders at the forthcoming annual general

meeting of the Company (the “AGM”).
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8. 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:

8. BRAR
RRABEEANRIEGRERBN REER N HIRE
TNIBUERTE

2017 2016
HK$'000 F#& 7T HK$000 1
Earnings 27
Profit for the year attributable to owners of A EGREXRFREERNMAZ
the Company for the purposes of AARBEEAEERFERF
basic earnings and diluted earnings per share 156,846 127,903
2017 2016
Number of shares BAEE
Weighted average number of ordinary shares R ESREXRANREERFFA
for the purposes of basic earnings and LRRMETHEE
diluted earnings per share 1,205,026,960 1,205,026,960

The computation of diluted earnings per share for the years ended 31 December
2017 and 31 December 2016 does not assume the exercise of the Company’s
outstanding share options because the adjusted exercise prices of those options
calculated in accordance with HKAS 33 “Earnings Per Share” are higher than the

average market price of the shares for both years.

9. INVESTMENT IN LIFE INSURANCE POLICIES

In prior period before 2016, the Group entered into two contracts with two insurance
companies, which contain seven life insurance policies to insure against the death
of seven key members of management of the Group, with an aggregate insured
sum of approximately US$18.8 million (equivalent to approximately HK$145.8
million). Under these contracts, the beneficiary and policy holder is the Company.
The Company has made upfront payments of HK$36,178,000 in prior period. The
monthly insurance costs and administrative charges determined by the insurance
companies will be deducted from the account value. The insurers will declare
interest (including the guaranteed interest) to the Company on a monthly basis,
based on the amount of account value, at a rate to be determined at their own

discretion.
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9. INVESTMENT IN LIFE INSURANCE POLICIES (Continued)

In 2016, the Group terminated a contract which contained five life insurance
policies. A gain on disposal amounting to HK$751,000, which included a
reclassification from other comprehensive income of HK$3,012,000, has been

recognised in the consolidated statement of profit or loss in 2016.

During the year, the Group terminated the remaining contract which contained
two life insurance policies. A gain on disposal amounting to HK$901,000, which
included a reclassification from other comprehensive income of HK$901,000, has

been recognised in the consolidated statement of profit or loss for the year.

9. ARRRREZRE (&)
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10. INVENTORIES

10. #&

At 31 December

At 31 December

RW12A31H R12A31H
2017 2016
HK$'000 F#& HK$000 F# T
Spare parts i 42,995 44,992
Raw materials [RE 624,626 646,164
Work-in-progress R 441,275 397,563
Finished goods BP0 341,291 313,192
1,450,187 1,401,911

11. TRADE AND BILLS RECEIVABLES 11. EEZNEEEKRKE
At 31 December At 31 December
M12A31H R12A31H
2017 2016
HK$'000 FE T HK$000 F5 7T
Trade receivables SEEWTIE 965,409 941,500
Bills receivables ZEREMNIR 324,358 316,360
Less: allowance for doubtful debts W RERRE (28,183) (49,030)
1,261,584 1,209,330
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11. TRADE AND BILLS RECEIVABLES (Continued)

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:

11 #X R ZHREWRE (&)
AEBREN FIOREOREERTFHEEES -

BENEBRRBUCGRIBRIE HE

BE)NRROITAT:

At 31 December

JHI B (MR R

At 31 December

W12A31H R12A31H
2017 2016
HK$'000 F#& 7T HK$000 1
Not yet due REH 1,121,989 743,201
Overdue 1-30 days WEN-30K 90,821 228,570
Overdue 31-60 days #HI31-60% 24,211 114,875
Overdue >60 days R R60K 24,563 122,684
1,261,584 1,209,330

12. TRADE AND BILLS PAYABLES 12. X REBENRIE
At 31 December At 31 December
M12A31H W12HA31H
2017 2016
HK$'000 F& 7 HK$'000 F% T
Trade payables SEEMNTIE 641,859 516,861
Bills payables ZREMNZIE 175,208 235,279
817,067 752,140
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12. TRADE AND BILLS PAYABLES (Continued)

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

12 #X R EBEMNRE (K)
EEBATFBRARIBAOERRATWT

dates:
At 31 December At 31 December
M12A31H R12A31H
2017 2016
HK$'000 F& 7T HK$000 F& 7T
Not yet due A 553,549 431,767
Overdue 1-30 days #E1-30K 66,510 57,492
Overdue 31-60 days #HI31-60% 11,144 10,661
Overdue >60 days HERB60K 10,656 16,941
641,859 516,861

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

period.

As at 31 December 2017, bills payables of HK$43,345,000 (31 December
2016: HK$18,920,000) were secured by the Group’s restricted bank deposits of
HK$13,003,000 (31 December 2016: HK$5,676,000).

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

The Group has financial risk management policies in place to ensure that payables

are within the credit time frame.

RBERR AEBEZAERBENRED R
He

2017412 A31 8 - T 5 FEAF 5K 843,345,000 7T
(20164124318 : 18,920,000/ 7T ) Jy /A 7~ £ [E
2 ZBRHI8R 1717 50 13,003,000/% ¢ (2016512 A31
H : 5,676,000 7T ) fE A I o

BENFHEERAN FIOREI20R -AEED F
B BRREERE ABRENFIEEENEE
HRA-

13. SHARE CAPITAL 13. &<
At 31 December At 31 December
R12A31H RW12A31H
2017 2016
No. of shares HK$'000 No. of shares HK$000
ROEE FET REA FET
Ordinary shares, issued and fully paid ~ E&R SR#TREZREK 1,205,026,960 865,716 1,205,026,960 865,716
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14. EVENTS AFTER THE REPORTING DATE

(a)

(b)

The Company announced on 12 January 2018 that on 9 January 2018, the
Company received notification from Chinatex Corporation Limited (“Chinatex
Corporation”), an intermediate controlling shareholder of the Company, that
the State-owned Assets Supervision and Administration Commission of the
State Council of the PRC (the “SASAC”) had transferred its entire equity
interest in Chinatex Corporation at nil consideration to COFCO Corporation,
a state-owned enterprise established in the PRC and a directly wholly-
owned subsidiary of SASAC, upon completion of which COFCO Corporation
held 100% of the equity interest in Chinatex Corporation, and became an
intermediate controlling shareholder of the Company (the “Restructuring”).
Before and after the Restructuring, Chinatex Corporation remains as an
intermediate controlling shareholder of the Company and SASAC is the

ultimate controlling shareholder of the Company.

The Company announced on 19 January 2018 that the Company offered
to grant share options (the “Share Options”) to subscribe for a total of
26,100,000 ordinary shares of the Company (the “Shares”) to an executive
Director and certain employees of the Company and its subsidiaries (the
“Grantees”), subject to the acceptance of the Grantees, pursuant to the
share option scheme of the Company adopted on 20 January 2011. Among
the total Share Options granted, a Share Option to subscribe for 300,000
Shares had been granted to Mr. LAN Jiang, an executive Director, and which
had been approved by the independent non-executive Directors pursuant to
Rule 17.04(1) of the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”).
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MANAGEMENT DISCUSSION AND ANALYSIS EEEFWwmR 2

BUSINESS REVIEW

2017 was one of the most crucial years for the Group in the course of its
development. During the year, the operations of the Group were affected by the non-
demand related fluctuation of the price of raw materials, insufficient orders in the
industry, and the reduction of sales entities in the end markets. With the additional
impact of “double holiday seasons” (meaning the spread of the Chinese new year
holiday over two calendar months), the difficulties in sales at the beginning of the
year created an accumulated loss in both January and February 2017. Thanks to
the strong teamwork and unbeatable cohesiveness within the Company, the Group
eventually managed to increase its revenue by 9.2% to HK$6,913.8 million for the
year ended 31 December 2017 (2016: HK$6,328.7 million). The growth rate was a
strong 13.8% for the second half of 2017 (“2H17"). The reason for this growth was
the effective strategic plan to capture more fabric orders from the existing customers
as well as new customers from the United States, Japan and Europe. During the
year under review, the Group’s fabric year-on-year volume growth was approximately
11.4% whereas the average selling price slightly declined by 2.5% year-on-year due

to the change of product mix.

Due to the accumulated loss of the first two months and the substantial increase
in the costs of chemical dyestuffs and coal price during the year under review, the
Group’s gross profit margin during 2017 was 10.9% (2016: 12.2%). The gross profit
margin of 2H17 was 11.7%, which was higher than 11.2% year-on-year; the net
profit margin of 2H17 was 2.8%, which was also higher than 2.1% year-on-year,
reflecting the momentum of our growth. Thanks to the continuous tight internal cost
control, the Group’s profit before income tax expenses was HK$212.3 million for the
year ended 31 December 2017 (2016: HK$168.1 million), and it was a noticeable
26.3% increment year-on-year that exceeded the revenue growth of 9.2%. Profit
for the year increased by 17.3% to HK$175.9 million (2016: HK$150.0 million).
Profit for the year attributable to owners of the Company increased correspondingly
by 22.6% to HK$156.8 million (2016: HK$127.9 million). Basic earnings per share
was HK13.0 cents (2016: HK10.6 cents).
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Facing such a difficult environment, the Board made concrete adjustments to the
Group’s operational strategy, optimally capitalized the Group’s production capacity
and devoted more effort to developing and refining products, and adapting to the
market changes. All staff members of the Group had built team spirit and were
determined to achieve the annual operational targets for 2017 in the past three
years, and the Group achieved the best annual production output ever during the
year under review. Close to full utilization rate in our fabric production facilities was

successfully achieved over half of the year under review.

The substantial increment in profit for three consecutive years marked the
enhancement of our operating capability and management standards, the
significant upgrade of production techniques, and the gradual increase in product
development capability after three years of continuous reform, the Group has

entered a new stage of growth.

(1) Enhancement of production capacity and management standards

A new production pattern of our three primary fabric production facilities, namely
Jiangyin Fuhui Textiles Limited (“Jiangyin Fuhui”), Dongguan Shatin Lake Side
Textiles Printing & Dyeing Co., Ltd. (“Dongguan Shatin”) and Yancheng Fuhui
Textiles Limited (“Yancheng Fuhui”), was established preliminarily after three years
of reforms and embodied “sophistication, quality and uniqueness”. Our production
capacity was enhanced noticeably. We established an operation and management
system focusing on the integration of production, supply and sales, thereby laying
a solid foundation for the Group’s sustainable and steady growth as well as the

continuous enhancement of management standards.

Jiangyin Fuhui fabric mill was built in 2001 with a current monthly production
capacity of 12.50 million pounds of finished fabric. It is a primary fabric mill
of the Group. After streamlining processes, enhancing lean manufacturing and
management and upgrading equipment, it has become a mill with extensive
varieties, multi-batch, short delivery timeframe and mass production plant that

satisfies market demand with high-quality products and services.
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Dongguan Shatin fabric mill was built in 1998 with a current monthly production
capacity of 7.50 million pounds of finished fabric. It has become a backbone fabric
mill of the Group with comprehensive capabilities of producing featured categories
and structures, after restructuring its production and management model and

improving its workshop of synthetics fabric printing, knitting and dyeing.

Yancheng Fuhui fabric mill was built in 2009 with a monthly production capacity of
4.50 million pounds of finished fabric. Its key development direction is to carry out
product research and development, and manufacture refined products in line with
Japan and the PRC domestic markets through upgrading equipment and improving

production techniques and product development standards.

(2) Implementation of an operating model integrating production, supply and
sales, and the steady enhancement of operating results

In order to alter the traditional stand-alone management model of individual
manufacturers and convert them from “earning-focused” to “cost-focused”, we
have established an operating model that integrates production, supply and sales
that centers on five management systems (namely integrated marketing, centralized
procurement and supply, unified production dispatching, integrated cost control and
collaborated technology) by integrating the resources of various subsidiaries of the

Company.

The operating model that integrates production, supply and sales optimizes the
allocation of operation resources and facilitates the sharing of internal resources and
advantages, with the Group as a market-oriented operating entity and the overall

operating targets as the core, thereby maximizing the overall strength of the Group.

Meanwhile, the Group reformulated a management guideline for standardized
safety production to reinforce the management for safe production. Safety
production responsibility system and safety production management system were
improved, and the investigation of hidden danger in production safety was carried
out, so that each step of the processes of knitting, dyeing, finishing, printing and
garment manufacturing of the subsidiaries of the Company complies with the laws,

regulations and requirements of safety production.
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(3) Marketing Strategies

The Group made adjustments well in advance in our strategic plan based on the
changes in customers’ consumption structure and the structure of product demand.
The Group continued to implement the management model which integrated
production, supply and sales. We closely monitored the short-term changes and
long-term trend of the market, and increased our efforts in marketing, centralized
procurement, production scheduling, cost control and production techniques.
We also improved the Group’s overall management capabilities and operational

efficiency to enhance the market competitiveness of the Group.

In 2017, the Group actively explored markets in Europe and Japan. With the
continuous effort of the business development team, we achieved gratifying results
in the growth of business volume and it contributed much to the Group in achieving
annual operation targets. In 2017, the orders from the European market recorded
a low double-digit growth. George, UNIQLO, GU and MUJI are our major new
customers that we have collaborated with recently, and we are confident that our

continuous collaboration will create a meaningful contribution to our revenue.

For the existing major end-buyer customers of the Group, the Group adheres to
the 80/20 rule (i.e. 80% of the sales income derives from 20% of the end-buyer
customers) by allocating the quality resources of production and services of the
Group to our top 20 major end-buyer customers to increase sales volume. Such
a marketing strategy has achieved remarkable results. Through the provision of
targeted and differentiated services to the target customers, we can maintain a
stable or slightly increase in business volume with such customers. We can also
conduct in-depth cooperation with key customers to achieve a breakthrough in
cooperative product development and the acceleration of production cycle. In 2017,
the proportion of sales volume from the top 10 end-buyer customers increased to
60.0% (2016: 53.8%), and the proportion of sales volume from the top 20 end-
buyer customers increased to 78.0% (2016: 75.6%).

For existing small and medium end-buyer customers of the Group, the Group
focuses on improving its service ability by actively cooperating with the customers
in product specification, quality, delivery and other aspects to increase the sales

volume.
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(4) Strengthening internal management

In order to strengthen the ability of the Group in market trend analysis and
understand the market change as well as customers’ demand, the Group shares,
analyzes and discusses on market information with different levels of operation
through regular internal meetings. Under the operation management model which
integrates production, supply and sales, we formulate relevant measures based on
the market information. We actively coordinate and cooperate with the procurement
department and production department to arrange the raw materials supply
and production schedule. We also ensure orderly and efficient daily production,

operation and management of the subsidiaries under the Group.

In addition, at the beginning of 2017, we strengthened the management and
control of marketing plans. We have understood the timing, extent and direction of
policy adjustment. We also made timely and effective adjustments to the marketing
strategies based on the operation principle of “prioritizing customers’ selection;
focusing on major customers; suiting the action to the word and completing every

task”.

During the year, Balanced Scorecard and Sales Evaluation System (the “SES”),
effective business performance management tools, were introduced to all sales
divisions. Under the SES, the Group can effectively transform the priority of the
annual marketing management target and results requirements into detailed
assessment criteria and weights, and make regular comprehensive assessments on
the quantity and quality of sales targets of different business teams. By combining
the SES assessment results and the feedback from key customers, we can enhance
the accuracy of completion progress of operation plans for different levels. We
can also strengthen the implementation of the Group’s marketing strategies by
different levels of the sales department, and effectively implement the Group’s
market-oriented strategic plans. In addition, the assessment results of the SES will
be considered as one of the important factors for the year-end bonus plan of the

business department of the Group.
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In order to improve the Group’s production management, the Group has
implemented various management methods and reforming measures in service and
product quality to fully utilize their production capacity. In terms of service quality,
the Group has restructured the former production control department by dividing
it into the customer service team and production management team, which are
responsible for collection and delivery of information and production scheduling
to improve service quality, follow up and adjust the production processes for each
order, and ensure that the orders are completed and delivered as required by the

customers.

Based on this, we have established a regular meeting system and utilized a series
of big data derived from the production management model to identify problems
related to production and solve them. We further ensure the delivery and quality of

products.

For product quality, our subsidiaries strengthened the mechanisms of management,
the control of raw materials, the quality inspection covering the whole process and
providing quick responses to enable the whole process management before, during
and after production. It helped us strengthen the stability of product quality in each
production process and effectively enhance the overall production efficiency of our
subsidiaries. In addition to ensuring the overall production volume, most of our
fabric mills maintained their product inspection pass rate at above 99% throughout

2017.

(5) Accelerating product development
In 2017, in addition to strengthening the factory internal management and
enhancing the production stability, the Group actively cooperated with its upstream
and downstream suppliers on research and development of new high value-added

fabric to continuously increase the number of orders placed with the Group.

In 2017, new fabric were developed based on the notion of “fashionable,
technological and green”, and produced with high-quality fiber with high
functionality in a smart, green and environmentally friendly manner. As such,
future products will be combined with new types of raw materials (such as biomass
synthetic fiber and ultra-spun cotton fiber). There may also be knitted fabric
and pattern designs which fully utilize the newly acquired weaving, dyeing and
sorting equipment. We aspire to develop a series of comfortable, fashionable and

environmentally friendly products with functionality.
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(6) Equipment upgrade

According to the requirements of Made in China 2025, Intelligent Manufacturing
Development Plan (2016—2020) and the Standards for Printing and Dyeing
Industry (2017), key sectors in the traditional manufacturing industry will mostly
transit to digital manufacturing by 2020 with a penetration rate of 70% for utilization
of digital tools for research and development. The utilization rate of numerical
control in key processes will be over 50% and the penetration rate of digital

workshops and smart factories will be over 20%.

For the printing and dyeing industry, the Chinese government requires the
printing and dyeing industry in restructuring, transformation and upgrade, thereby
accelerating the high-end manufacturing development of the PRC’s manufacturing
industry. Printing and dyeing enterprises will accelerate the transformation and
reform through innovation and optimize the internal structure to respond to the
challenges from the changes in the external market environment on a case-by-
case basis. Most of the enterprises began to eliminate their existing production
equipment and gradually apply new digital, automated and intelligent equipment in
the production process to reduce the overall costs and produce newly differentiated
and high value-added products to capture the shares in their respective market

segments.

(7)  Dividend

In view of the financial results and cash flow situation of the Group, the Board has
recommended the payment of a final dividend of HK10.4 cents per share for the
year ended 31 December 2017 (2016: HK5.3 cents per share). The total dividend
for the year ended 31 December 2017 would be HK10.4 cents per share (payout
ratio: 80.0%) as compared with HK5.3 cents per share (payout ratio: 50.0%) for
the year ended 31 December 2016. Subject to the approval of the shareholders of
the Company (the “Shareholders”) at the forthcoming AGM to be held on Thursday,
10 May 2018, it is expected that the payment of the final dividend will be made
on or before Thursday, 31 May 2018. Going forward, the Group is committed to
maintaining similar range of dividend payout ratio as our dividend policy so as to

provide rewarding investment return to the Shareholders.

(8) Events after the Reporting Date
Save as disclosed in note 14 above, the Group did not have any significant
events after the reporting date (i.e. 31 December 2017) and up to the date of this

announcement.
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FINANCIAL REVIEW

The key operating and financial indicators of the Group for the year ended 31

December 2017 are set out below:

Bt %5 10 FER

AEBEHZE017FI12A3IBEEE 2T ERE

MIBHEIZE27T

2017 2016
Statement of Profit or Loss Items BERER

(All amounts in HK$ thousands unless (BR¥5RIGEEASNA B © 58

otherwise stated) HUAFHETIR)
Revenue S 6,913,785 6,328,714
Gross profit EF 751,495 775,124
EBITDA* BRI E K 5 B A 406,833 350,009
Profit for the year EFEAF 175,946 149,992
Profit attributable to owners of RATER ARERT

the Company 156,846 127,903
Basic earnings per share (HK cents) BREARER OGBW) 13.0 10.6

Key Financial Ratios FTEMBEER

Profitability ratios B FIGEL HEF
Gross profit margin (%) EFE(%) 10.9% 12.2%
EBITDA* margin (%) BRI E K SR A R (%) 5.9% 5.5%
Expenses as a % of revenue B E S A
Distribution and selling expenses D REE A 2.5% 2.6%
Administrative expenses THER 6.0% 6.7%
Finance costs BB A AR 0.3% 0.3%
Asset efficiency BEME
Inventory turnover period (days) FERES(H) 86 92
Trade and bills receivables turnover period EENFEREWRFIAREE (H)

(days) 67 70
Trade and bills payables turnover period EEREBREMNFERESR(H)

(days) 48 50

*

EBITDAfRIZ 3 B R T & R S pT A )H

EBITDA means earnings before interest, tax, depreciation and amortisation
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At 31 December

At 31 December

M12A31H MK12H31H
2017 2016
Asset ratios BERE
Current ratio B & 2.2 2.2
Net debt/EBITDA ratio FER BB E K A
FE =& (0.3) (0.6)
Gearing Ratio BXEELE
Total liabilities/Equity attributable to BERE/ARDRERA
owners of the Company FE(G R 0.6 0.6

Revenue

The Group’s revenue for the year ended 31 December 2017 amounted to

approximately HK$6,913,785,000 (2016: HK$6,328,714,000).

Revenue by business segments

In current year, the Group’s core business, production and sales of dyed fabrics
and yarns, generated revenue of approximately HK$5,998,860,000 (2016:
HK$5,461,209,000), accounted for 86.8% (2016: 86.3%) of the Group’s total
revenue. Revenue from production and sales of garments was approximately
HK$914,925,000 (2016: HK$867,505,000), accounted for 13.2% (2016: 13.7%)

of the Group’s total revenue.
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Cost of Sales and Gross Profit Margin

For the year ended 31 December 2017, overall cost of sales of the Group amounted
to approximately HK$6,162,290,000 (2016: HK$5,553,590,000) and overall gross
profit margin was 10.9% (2016: 12.2%).

During the year under review, the Group’s revenue increased by 9.2%, mainly
caused by the increase in sales volume of fabric by approximately 11.4%. The
decline in average selling price of fabric and the increase in energy costs led to a

decrease in gross profit margin as compared with last year.

Distribution and Selling Expenses

For the year ended 31 December 2017, the Group’s overall distribution and selling
expenses amounted to approximately HK$172,868,000 (2016: HK$163,756,000),
accounted for 2.5% (2016: 2.6%) of the Group’s total revenue.

Administrative Expenses

For the year ended 31 December 2017, the Group’s overall administrative expenses
amounted to approximately HK$412,891,000 (2016: HK$424,275,000), accounted
for 6.0% (2016: 6.7%) of the Group's total revenue.

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

For the year ended 31 December 2017, the Group’s EBITDA amounted to
approximately HK$406,833,000 (2016: HK$350,009,000) and the EBITDA margin
was 5.9% (2016: 5.5%).

Finance Costs

For the year ended 31 December 2017, the Group’s finance costs amounted to
approximately HK$22,533,000 (2016: HK$19,506,000), representing 0.3% (2016:

0.3%) of the Group's total revenue.
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Capital Expenditure

During the year under review, the Group invested approximately HK$231,326,000
(2016: HK$256,485,000) in additions of property, plant and equipment. The Group
expects its capital expenditure for the next financial year to remain at an average of

the past two years.

Income Tax Expense

For the year ended 31 December 2017, income tax expense of the Group amounted

to approximately HK$36,304,000 (2016: HK$18,076,000).

Profit Attributable to Owners of the Company

For the year ended 31 December 2017, profit attributable to owners of the Company
was approximately HK$156,846,000 (2016: HK$127,903,000) and corresponding
profit margin was 2.3% (2016: 2.0%).

Inventory

As at 31 December 2017, the Group’s inventory amounted to approximately
HK$1,450,187,000 (31 December 2016: HK$1,401,911,000). The inventory

turnover period was 86 days, a decrease of 6 days compared with 92 days in 2016.

Trade and Bills Receivables

As at 31 December 2017, the Group’s trade and bills receivables amounted to
approximately HK$1,261,584,000 (31 December 2016: HK$1,209,330,000). Trade
and bills receivables turnover period was 67 days, a decrease of 3 days compared

with 70 days in 2016.

Trade and Bills Payables

As at 31 December 2017, the Group’s trade and bills payables amounted to
approximately HK$817,067,000 (31 December 2016: HK$752,140,000). Trade and
bills payables turnover period was 48 days, a decrease of 2 days compared with 50

days in 2016.
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Liquidity and Financial Resources

As at 31 December 2017, the Group’s net assets amounted to approximately
HK$3,556,376,000 (31 December 2016: HK$3,453,645,000). The key figures of

financial position were as follows:

Benght RMBER

MR2017F 128318 EEBEEFEN A
3,556,376,000/8 7t (2016F12H318 :
3,453,645,000/8 7T ) - MMM EZ AR T ¢

At 31 December
R12A31H
2017

HK$'000 F#&T

At 31 December
M12A31H
2016

HK$'000 F&7T

Non-current assets EREEE 1,746,764 1,738,318
Current assets REEE 3,842,207 3,633,297
Total assets BEBE 5,588,971 5,371,615
Current liabilities e 8 & 1,746,107 1,671,279
Non-current liabilities EREEE 286,488 246,691
Total liabilities BERE 2,032,595 1,917,970
Net assets BEFHE 3,556,376 3,453,645

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 31 December 2017, the principal financial covenant figures/ratios (according

to the banks’ definitions) were as follows:

M2017%12A317 - £ EMHBROBE /L%
(RIBRTOEE)MT

At 31 December
M®12A31H
2016

At 31 December
MW12A31H
2017

Consolidated tangible net worth BEFEVEE

Consolidated total bank debt to RAEBIBITAEY
consolidated tangible net worth HREFAREELD

Consolidated EBITDA to fra BT E Al

MBS ERE M B X H L fl

consolidated interest expense

Consolidated current assets to FoN MEJUEE%‘T

consolidated current liabilities

Consolidated capital expenditure REEARAX

HK$3,124,272,000 HK$3,067,813,000

0.2 0.2
18.1 17.9
2.2 2.2

HK$231,326,000 HK$256,485,000

During the year ended 31 December 2017, the Group had complied with all

convenant ratios and undertakings.

As at 31 December 2016, the annual capital expenditure of the Group exceeded the
limit of general undertakings to a bank. The Group obtained a waiver letter from a

relevant bank not to demand for immediate repayment of the bank borrowings.

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 Hong Kong dollars (“HKD”), United States dollars (“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 minimise the interest rate risk.
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EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2017, the Group had approximately 9,345 (2016: 9,900) 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 share option schemes for its employees, and also
provides regular training courses and subsidies for continuing education so as
to improve the skills of its employees with respect to production, selling and

management.

OUTLOOK

The Group is strongly committed to increasing sales with existing quality customers
as well as growing new customers. On the other hand, the Group is also dedicated
in significantly reducing the overall costs to maintain its competitiveness in the
already challenging market. A series of operational equipment upgrades in all our
fabric mills will continue to contribute greatly to the benefits of the Group in the long
run. The Group will maintain a prudent and pragmatic approach. The Board and the
management believe that the Group’s marketing and sales strategies and the above
operational measures can play a positive role in the long-term business development
and continuous efficiency improvement, so that the Group can enjoy higher

profitability, a stable financial position and a solid foundation for better performance.
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CORPORATE GOVERNANCE CODE % &35<r 8|

Throughout the year from 1 January 2017 to 31 December 2017 (the “Year”),
the Company has consistently adopted and complied with all the applicable
code provisions of the Corporate Governance Code as set out in Appendix 14 to
the Listing Rules (the “CG Code”), except for the deviation disclosed below, as

guidelines to reinforce our corporate governance principles.

With effect from 23 January 2015, Mr. ZHAO Yao, the chairman of the Board
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 Company’s announcement
dated 23 January 2015. This deviated 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
chief executive officer in the same person enables the Group to plan its overall
strategy more efficiently and achieve the budgeted target. The Board believes
that the balance of power and authority under this arrangement is adequately
ensured by the Board which comprises experienced, professional and high caliber
individuals with sufficient number thereof being independent non-executive

Directors.
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EATHK (BEZRNBIFNTEETAZ)
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e

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

ESETESRINEETH

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 BRERBFKE

It is proposed that the AGM will be held on Thursday, 10 May 2018. 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.
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CLOSURE OF REGISTER OF MEMBERS E{EWIER M BF &5

In relation to the AGM

The register of members of the Company (the “Register of Members”) will be closed
from Monday, 7 May 2018 to Thursday, 10 May 2018, 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 Friday, 4 May 2018.

In relation to the proposed final dividend

Conditional on the passing of the resolution approving the payment of a final
dividend in respect of the Year by the Shareholders at the AGM, the Register of
Members will be closed from Monday, 21 May 2018 to Friday, 25 May 2018, 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 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 Friday, 18 May 2018.
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED SECURITIES

BO HERBEOARQAT 2 LHES

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.
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AUDIT COMMITTEE'S REVIEW B ZES%FH

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 independent
non-executive Directors, and one of the independent non-executive Directors acts
as the chairman of the Audit Committee. The Audit Committee has reviewed the
audited final results, the systems of risk management and internal control of the

Company for the Year.

ARRIERIEZSERZES ([BRZE®])
FUART MERARBZMERFIZSF AREE
EABEEHE ERZEeRAIRERTES
K2R IEITE SRR WA B 1R B IEH
TEREIERZESIF -BRZEGCENLN
AAAFRERZEEZRYEE RREERANIE
EHE

PUBLICATION OF 2017 FINAL RESULTS ANNOUNCEMENT AND ANNUAL REPORT

TI#2017F RBEE L ERF ]|

This results announcement is published on the respective websites of the Company
(www.fshl.com) and the Stock Exchange (www.hkex.com.hk). The 2017 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.

Hong Kong, 26 March 2018

REBERNEBDRIRAR 715 (www.fshl.com) &
Bk 22 BT 48 3 (www. hkex.com.hk) T & - &8 £ AR Al
REMMEER 2 ARRAR 220176 FRBENE
EREFETRE WESRFSHREARE KR
BT #8h ©

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 3 executive Directors, namely Mr. ZHAO Yao, Mr. CHEN Minghong
and Mr. LAN Jiang; 2 non-executive Directors, namely Dr. YEN Gordon and Mr. ZHANG Chong; and 3 independent non-
executive Directors, namely Mr. NG Kwok Tung, Mr. YING Wei and Mr. William LAM.
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