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GROUP PROFILE
About Fountain Set (Holdings) Limited

Fountain Set (Holdings) Limited (the “Company”) and its subsidiaries (the “Group”) are one of the world’s largest circular
knitted fabric manufacturers, providing vertically integrated operations in fabric knitting, dyeing, printing and finishing. In
addition to its core business of manufacturing and sale of knitted fabric which generates majority of the total revenue, the
Group’s product range also includes garments. As a major knitted fabric supplier to garment manufacturers in over 40
countries that supply apparel products including sportswear, casual wear, sleep wear and inner wear to many internationally
renowned retailers and brands, the Group’s worldwide sales reached HK$6.33 billion (US$817 million) in the financial year
2016.

Headquartered in Hong Kong and listed on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”), Fountain Set
(Holdings) Limited (Stock Code: 420) has production facilities in the People’s Republic of China (the “PRC”), Sri Lanka and
Indonesia, with marketing and representative offices in 5 countries and a global staff force of approximately 10,170.

Since June 2012, Chinatex Corporation (“Chinatex”) has become the largest shareholder of Fountain Set (Holdings) Limited.
Chinatex will be a wholly-owned subsidiary of COFCO Corporation which is a state wholly-owned enterprise established in
the PRC and a direct wholly-owned subsidiary of the State-owned Assets Supervision and Administration Commission of the
State Council of the PRC.

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

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

INTRODUCTION

We have reviewed the interim financial information set out on pages
3 to 26, which comprise the condensed consolidated statement of
financial position of Fountain Set (Holdings) Limited (the “Company”)
and its subsidiaries (together, the “Group”) as of 30 June 2017 and the
related condensed consolidated statement of profit or loss and other
comprehensive income, condensed consolidated statement of changes in
equity and condensed consolidated statement of cash flows for the six-
month period then ended, and other explanatory notes. The Main Board
Listing Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited require the preparation of a report on interim financial
information to be in compliance with the relevant provisions thereof and
Hong Kong Accounting Standard 34 “Interim Financial Reporting” (“HKAS
34”) issued by the Hong Kong Institute of Certified Public Accountants.
The directors of the Company are responsible for the preparation and
presentation of this interim financial information in accordance with HKAS
34. Our responsibility is to express a conclusion on this interim financial
information based on our review. This report is made solely to you, as a
body, in accordance with our agreed terms of engagement, and for no
other purpose. We do not assume responsibility towards or accept liability
to any other person for the contents of this report.

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard on
Review Engagements 2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the Hong
Kong Institute of Certified Public Accountants. A review of interim financial
information consists of making enquiries, primarily of persons responsible
for financial and accounting matters, and applying analytical and other
review procedures. A review is substantially less in scope than an audit
conducted in accordance with Hong Kong Standards on Auditing and
consequently does not enable us to obtain assurance that we would
become aware of all significant matters that might be identified in an audit.
Accordingly, we do not express an audit opinion.
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION
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CONCLUSION OO0

Based on our review, nothing has come to our attention that causesusto QOO OO0O0OO0OOOODOOOOOODOODOO
believe that the interim financial information is not prepared, in all material 00000000000 ooooogooo

respects, in accordance with HKAS 34. Oo00oooos3400o00
BDO Limited Jo0o0Oooooooooooooao
Certified Public Accountants ogoooa

Hong Kong, 24 August 2017 0 0oo0g2017080 240
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
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)
(Unaudited)
oooooo
Six months ended 30 June
goen30d e d
2017 2016
Notes 00  HK$’000 [J [J [J HK$'000 0O 0O
Revenue ooo 4 3,212,129 3,076,618
Cost of sales gooad (2,894,767) (2,664,540)
Gross profit 00 317,362 412,078
Other revenue oood 20,714 25,261
Other gains and losses gooooooo 19,561 (31,588)
Distribution and selling expenses goooooo (75,595) (86,194)
Administrative expenses ogooad (190,239) (216,756)
Finance costs oooo 5 (11,193) (10,499)
Share of profit of an associate oooooooooon 845 423
Profit before income tax expense O0O0oO0O0O0ooOooo 81,455 92,725
Income tax expense ooooog 6 (9,872) (11,416)
Profit for the period ooooa 7 71,583 81,309
Profit for the period attributable to: oooooooo
Owners of the Company oooooad 68,869 68,020
Non-controlling interests oooono 2,714 13,289
71,583 81,309
HK cents [J [J HK cents [0 [J
Earnings per share ggod
— Basic odo 9 5.7 5.6
— Diluted ooad 9 5.7 5.6
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
googoobgoobogd

[
(Unaudited)
oooooano
Six months ended 30 June
0O0Oed300 0600
2017 2016

Note 00  HK$’000 [J [J [J HK$'000 O 0O 0O

Profit for the period ooooa 7 71,583 81,309

Other comprehensive income, netoftax OO0 00000 O0O0O0OOO

ltems that may be reclassified ooooooooon
subsequently to profit or loss: gooood
Net gain arising on revaluation of ooooooooood
available-for-sale financial assets ogoooooooo
during the period 149 234
Exchange differences arising on gopoooooooon
translation of foreign operations oooad 4,368 (4,090)
Reclassification adjustment Jooooooooon
of translation reserve upon ooooooooo
deregistration of a subsidiary 1,132 -

Other comprehensive income/(expense) 0 000000

for the period goooooo 5,649 (3,856)
Total comprehensive income ooooooooon

for the period 77,232 77,453
Total comprehensive income ooooooobooboog

for the period attributable to:
Owners of the Company ooooog 72,814 65,756
Non-controlling interests ogoooa 4,418 11,697

O

77,232 77,453
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
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(Unaudited)
gooooad
At 30 June
060 300
2017
Notes 0 [0  HK$’000 [J [1 [J

(Audited)
ooooo

At 31 December
0120310
2016

HK$'000 00 0O

Non-current assets goooo
Investment properties oooo 65,871 67,410
Property, plant and equipment oooooooao 10 1,453,776 1,463,317
Prepaid lease payments —non-current 0000000 OOOO0O
portion 97,859 99,115
Other intangible assets oooooao 19,981 21,617
Interest in an associate Oo0ooooooooao 17,745 16,900
Investment in life insurance policies oooooooaono 11 20,302 20,050
Deferred tax assets oopoood 57,275 49,909
1,732,809 1,738,318
Current assets gooad
Inventories oa 12 1,467,535 1,401,911
Trade and bills receivables ooooooooag 13 1,277,914 1,209,330
Prepayments, deposits and other oooooooo
receivables gooooao 13 141,361 136,420
Prepaid lease payments — current ooooooooooo
portion 2,598 2,600
Tax recoverable ooooo 2,968 4,479
Restricted bank deposits Oooooooa 5,417 10,406
Short-term bank deposits oooooo 105,370 177,660
Bank balances and cash ooooooa 807,074 690,491
3,810,237 3,633,297
Current liabilities ogpooa
Trade and bills payables ooboogooooag 14 833,555 752,140
Other payables and accruals oo0boooboooooo 14 347,967 322,845
Amounts due to non-controlling oooooooo
shareholders 80,100 80,100
Amount due to an associate oooooooaono 8,102 5,499
Deferred income — current portion ooooOooooo 1,592 1,592
Tax payable oooo 20,165 20,912
Bank and other borrowings — due oooooooo
within one year oooogo 15 503,897 488,191
Bank overdrafts oooo 138 -
1,795,516 1,671,279
Net current assets gooooo 2,014,721 1,962,018
Total assets less current liabilities O0O000 00000 3,747,530 3,700,336
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
gobbogoobd

0
Attributable to owners of the Company
poboooooo
Investment Share Non-
Share  revaluation  Translation options Statutory Retained controlling Total
capital reserve reserve reserve reserves earnings Total interests equity
0o oooooo oooo ooooo oooo pooo oo pooooo oooo
HK$'000 HK$000 HK$'000 HK$ 000 HK$ 000 HK$ 000 HK$'000 HKS 000 HKS$'000
ooo ooo ooo ooo ooo ooo ooo ooo ooo
At 1 January 2017 (audited) g20170101000000 865,716 629 (51,731) 815 99,677 2,382,946 3,298,052 155,593 3,453,645
Exchange differences arising on translation ~ 000000000
of foreign operations pooo - - 2,664 - - - 2,664 1,704 4,368
Reclassification adjustment of ooooooooo
translation reserve upon deregistration of gooooopoooo
a subsidiary - - 1,132 - - - 1,132 - 1,132
Net gain arising on revaluation of ooOoooDoOooooooo
available-for-sale financial assets during goooooo
the period - 149 - - - - 149 - 149
Profit for the period goooao - - - - - 68,869 68,869 2,714 71,583
Total comprehensive income for the period goooooooao - 149 3,796 - - 68,869 72,814 4,418 77,232
Dividend recognised as distribution goooooooo - - - - - (63,866) (63,866) - (63,866)
Transfer from retained earnings to gooooooooooo
statutory reserves - - - - 97 (97) - - -
Dividends paid to gooooooooo
non-controlling shareholders - - - - - - - (25,407) (25,407)
Appropriation to non-controlling shareholder 000000000000
upon deregistration of a subsidiary gooooo - - - - - - - (834) (834)
At 30 June 2017 (unaudited) g20170603000 00000 865,716 778 (47,935) 815 99,774 2,387,852 3,307,000 133,770 3,440,770
At 1 January 2016 (audited) g20160101000000 865,716 2,231 (41,430) 7,459 97,414 2,299,155 3,230,545 164,211 3,394,756
Exchange differences arising on translation 000000000
of foreign operations pooo - - (2,498) - - - (2,498) (1,592) (4,090)
Net gain arising on revaluation of goooooboboooo
available-for-sale financial assets during ooooooo
the period - 234 - - - - 234 - 234
Profit for the period ooooo - - - - - 68,020 68,020 13,289 81,309
Total comprehensive income/ (expense) oooooooooooo
for the period oo - 234 (2,498) - - 68,020 65,756 11,697 77,453
Equity-settled share-based paymentsreverse 000000000000
oooo - - - (303) - - (303) - (303)
Dividend recognised as distribution ooooooooo - - - - - (48,201) (48,201) - (48,201)
Transfer from share options reserve to goooooooooooo
retained earnings - - - (6,352) - 6,352 - - -
Dividends paid to oooooooooo
non-controlling shareholders - - - - - - - (18,669) (18,669)
Transfer from statutory reserves to gooooooooooo
retained earnings - - - - (12) 12 - - -

At 30 June 2016 (unaudited) 020160603000 00000 865,716 2,465 (43,928) 804 97,402 2,325,338 3,247,797 157,239 3,405,036
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
googoobogga

1. GENERAL INFORMATION

The Company is a public limited company incorporated in Hong Kong
and its shares are listed on the Stock Exchanget&BBE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
Joooooooobouog

3. PRINCIPAL ACCOUNTING POLICIES 3. 0OOooon
The condensed consolidated financial statements have been prepared 00000OO00O00oO0oO0oooooo
under the hKu Oooooooooooooooooa
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

goboogobbodabad

3. PRINCIPAL ACCOUNTING POLICIES (continued)

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.

Amendments to HKFRSs Annual Improvements
2014-2016 Cycle!
Amendment to HKFRS 2 Classification and Measurement of
Share-based Payment Transactions'’
HKFRS 9 Financial Instruments'’

HKFRS15 Revenue from Contracts

with Customers!
Amendments to HKFRS 15 Revenue from Contracts

with Customers

(Clarifications to HKFRS 15)"
Amendments to HKAS 40  Transfers of Investment Property?

HK(IFRIC) 22 Foreign Currency Transactions and
Advance Consideration’
HKFRS 16 Leases?

Amendments to HKFRS 10 Sale or Contribution of Assets between
and HKAS 28 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

8 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.

The directors of the Company anticipate that the application of the
new and revised HKFRSs will have no material impact on the results
and the financial position of the Group.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

4. REVENUE AND SEGMENT INFORMATION

The board of directors of the Company, i.e. the chief operating
decision maker, regularly reviews the operating results and financial
information based on distinct geographical areas of location of
customers, including Hong Kong (place of domicile of the 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, Vietham and Singapore). 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 2017 (unaudited)

goouooougoogog

4. JO0O0O0OOooo

gobooobobooooobobooooooo
goooobooooooooooobo
gooobooboboboooboooo
gbobomoboooobbboobbmo
gbooboobooobobooooooobonb
ooooobooobooooboooooooon
goobooOmoooooooooboobo
gboogoooobooobooobooboo

goooooooobooooboboooo
goobooooobobooogoboo
gooobooboooogobo

gb20170e60300 D6 0 OO OOO

Segment
Hong Kong The PRC Taiwan Korea  Sri Lanka America Europe Others total Eliminations Consolidated
oo oo oo oo oooo oo oo ooon ooon oo oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
oon oon oon oaon oon oon oon oon oon oong oon
REVENUE ooo
External sales oooo 741,372 582,180 285,371 556,575 335,309 219,168 26,535 465,619 3,212,129 - 3,212,129
Inter-segment sales (nofg) gpooowooo 2,320,608 1,311,583 - - 155,429 - - 85,611 3,873,231 (3,873,231) -
Total segment revenue oooooon 3,061,980 1,893,763 285,371 556,575 490,738 219,168 26,535 551,230 7,085,360  (3,873,231) 3,212,129
RESULTS 0o
Segment profit oooo 64,001 52,650 24,359 47,516 16,807 19,278 2,260 38,765 265,636
Interest income oooo 2,404
Unallocated income ooooo 9,707
Unallocated expenses ooooo (185,944)
Finance costs oooo (11,193)
Share of profit of an associaste 000000000
oo 845
Profit before income tax expense 000000000 81,455
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
goboogobbodabad

4. REVENUE AND SEGMENT INFORMATION (continued) 4, JO00O0O0OO0O0OOOO

Six months ended 30 June 2016 (unaudited) goz0te0deds0o0 00 OdOOonoonO
Segment
Hong Kong The PRC Taiwan Korea  Srilanka America Europe Others total Eliminations Consolidated
oo oo oo oo gooo oo oo gooo oooo oo oo
HK$ 000 HK$'000 HK$'000 HK$000 HK$ 000 HK$'000 HK$'000 HK$ 000 HK$'000 HK$'000 HK8 000
ooo ooo ooo ooo ooo ooo ooo ooo ooo ooo ooo
REVENUE ooo
External sales oooo 709,837 482,758 320,966 589,095 359,941 218,621 19,267 376,133 3,076,618 - 3,076,618
Inter-segment sales (mofg) oooowooo 2,217,056 1,014,496 - - 179,725 25,723 - 99,925 3,536,925  (3,536,929) -
Total segment revenue ooooooo 2,926,893 1,497,254

ooooooooo0oo0oo0oo0oo0oo0o0o0o0000000
oo
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

6. INCOME TAX EXPENSE

goouooougoogog

6. DOOOQd

(Unaudited)
ooooono
Six months ended 30 June
0o0ed300 060 O

2017 2016
HK$’000 [ [] O HK$'000 OO O

Current tax:
Hong Kong
The PRC
Other jurisdictions

gooooo
OO0 1,792 2,656
oo 13,284 6,231
gobodaao - 6,726

15,076 15,613
Under/(over) provision in prior years: goooboOooooDoboooomm
Hong Kong 00 (20) -
The PRC oo 377 1,604
Other jurisdictions ooooog 819 923
1,176 2,527
Deferred tax: ooooo
Hong Kong oo - (827)
The PRC oo (7,366) (5,609)
Other jurisdictions gooooog 986 (288)
(6,380) (6,724)
9,872 11,416
Hong Kong Profits Tax is calculated at 16.5% of the estimated oooooooooOoOoOoOoOooood
assessable profit for both periods. 0016.5%000000
Under the law of the PRC on Enterprise Income Tax (the “EIT Law”) 000000000 oDo0o0oOoOOonog
and Implementation Regulation of the EIT Law, the tax rate of the PRC O0ooooooooooooooooo
subsidiaries is 25%. 000025%0
Pursuant to the relevant laws and regulations in Sri Lanka, the tax rate 00000o0ooooooooogooao
of Sri Lanka subsidiary is 12%. O0oooDoOooogi2wd
Taxation arising in other jurisdictions is calculated at the rates oooooooDoOoOOoOoOoooooog

prevailing in the respective jurisdictions.

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

7. PROFIT FOR THE PERIOD 7. 0O0Ooo0O

(Unaudited)
ogoooono
Six months ended 30 June
Ooded300 60 O

2017 2016
HK$’000 [0 [] O HK$'000 OO O

Profit for the period has been arrived at
after charging:

Amortisation of other intangible assets
Release of prepaid lease payments
Depreciation of investment properties
Depreciation of property, plant
and equipment
Employee costs
(including directors’ emoluments)
Loss on disposal/written-off of
property, plant and equipment*
Loss on deregistration of a subsidiary*
Impairment loss recognised on trade
and bills receivables, net*
Net exchange loss*

and after crediting:

Interest incomr ¢

goboooobooooboo

gooooooog
oobooooon
oobooaoon
goboboooooboo

ooooobobooooo

gooboooobooboo
ocoooof
ooooooooooof
goboooobooooboo
oooooo*
oooooo¢*

gobooaooooo

1,636 1,636
1,298 1,302
1,896 1,968
91,463 91,798
455,698 473,728
6,710 11,195
1,132 -

- 16,184

= 4,209

oooooooo

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

8. DIVIDENDS 8. 00O

(Unaudited)
ooooono
Six months ended 30 June
00ed300 060 O

2017 2016
HK$’000 [ [] O HK$'000 O 0O O

Dividend recognised as distribution ooooooooooooo
during the period:
2016 final dividend of HK5.3 cents 20060 0D 0D 000 O5.300
(2015 final dividend: HK4.0 cents) gzots000ooo4.o0000d
per share 63,866 48,201
No interim dividend in respect of the six months ended 30 June 2017 00000000000 Ogog2017060
has been proposed by the directors of the Company (six months 3000600000000 0020160 60
ended 30 June 2016: Nil). 300 060 000 M
The final dividend of HK5.3 cents in respect of the year ended 0020160120310 00000000
31 December 2016 (2015: HK4.0 cents) per share, amounting to 00530 0020150040000 0003
approximately HK$63,866,000 (2015: HK$48,201,000) in total, had 63,866,0000 0O 20150 048,201,0000
been approved at the annual general meeting of the Company held on O00ooooogeoi7voede20 OO O
22 June 2017 and was paid after the end of the interim period. do0ooooooooooooooo
ooooooo
9. EARNINGS PER SHARE 9. 0DOOoo
The calculation of the basic earnings and diluted earnings per share 00o0o0oO0oboOoO0o0oboooooooo
attributable to owners of the Company is based on the following data: Oo0o0ooDoOooooo
(Unaudited)
ooooon
Six months ended 30 June
Ooed3o0oend
2017 2016
HK$’000 [0 [7 [0 HK$'000 [0 [0 [0
Earnings oo
Profit for the period attributable to goooboooooooooo
owners of the Company for the goooooooo
purposes of basic earnings and goooooog

diluted earnings per share 68,869 68,020
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
goboogobbodabad

9. EARNINGS PER SHARE (continued) 9. JO0OO ooo

(Unaudited)
ogoooono
Six months ended 30 June
Ooed300 0600

2017 2016

Number of shares oooo
Weighted average number of oooooooogo

ordinary shares for the purposes of goooooo

basic earnings and diluted ooooooooo

earnings per share 1,205,026,960 1,205,026,960
The computation of diluted earnings per share for the six months 0000000000030 o0o0oon
ended 30 June 2017 and 30 June 2016 does not assume the 000oDo0o0oobOooboobooooooo
exercise of the Company’s outstanding share options because the 000000000 0o0ooDoooooo

adjusted exercise prices of those options calculated in acdPBEB(EBUEBRSB(EBBLESEEEHBEB(RRLSBRA kB HBB3BMHBS(F
o0 0000 O0OO00OO0O0OOO0On
Oooooooooooo

10.0 0000000000

oobDOo0Oog2017goeds3obt bDeb 0O
goooboboooooooooobao
Ooo0Ooooooooooaosee607,000
0Uo00ooo201e0e0 300060 00
96,200,0000 O M

M.uogooogoooo

goooboobooboboooobdoo
gboboobooooobobooooo
goooooooooogooboooo
OoooooooooDoits,so0,00000
O000D0145,800,0000 0MO00OO
gobooobooboboboooooboobooboobo
ooooobobobobO0O000se,178,000
gooboooobobooooboo
gooobooboobooboboboo
gooooooooboooooboboooo
gobooboooooooooom
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
Joooooooobouog

11. 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, was recognised in the consolidated statement of profit
or loss in the second half of 2016.

As at 30 June 2017, one contract remains effective which contained
two life insurance policies to insure against the death of two key
members of management of the Group, with an aggregate insured
sum of approximately US$9 million (equivalent to approximately
HK$70.3 million), of which one key member left the Group on 19 May

2016.

12. INVENTORIES

MM.O0gooobooboooo

gzo0leioooooooooooo
gboboooooooombooboonb
7510000 D00 oooooooobooon
gol200000opoz01ted 00O OnO

gooobooo

gz201t70e0 30000 00oonoonO
goooooboobobobbobooboooboboo
goboobooooobooobooboo
obooooogoooo0o0bdonOd
grvo300,0000 0 MOO1ODDOOOOO

0201e060 190000

12.0 0

(Unaudited)
oooooo
At 30 June
060 300
2017
HK$’000 [J [0 [0

(Audited)
oooono

At 31 December
0120310
2016

HK$’000 [0 [0 [

Spare parts oo 44,908 44,992
Raw materials oo 626,077 646,164
Work-in-progress goo 473,921 397,563
Finished goods ood 322,629 313,192

1,467,535 1,401,911
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
goboogobbodabad

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

14.

doubtful debts:

13.000000000D0DO0O0O
guogoboooood

googooosooiboeoooononon
goooooocooobooooboo
gooooooboobobbooooooon

(Unaudited) (Audited)
oooooo ooooo

At 30 June At 31 December

060 300 0120310

2017 2016

HK$’000 [J [J [J HK$'000 [0 [0 [0

Not yet due ooao 971,307 743,201
Overdue 1 — 30 days 00 1-300 179,164 228,570
Overdue 31 - 60 days 0O 0 31-600 44,397 114,875
Overdue > 60 days O00oOeon 83,046 122,684
1,277,914 1,209,330

Other receivables as at 30 June 2017 represented value-added tax
recoverable of HK$61,976,000 (31 December 2016: HK$34,518,000)
and prepayments, deposits and other receivables of HK$79,385,000

(81 December 2016: HK$101,902,000).

TRADE AND BILLS PAYABLES/OTHER PAYABLES

AND ACCRUALS

o20tv0oeb03o0boooooooooOon
0000gget,976,0000 00 20160 120
310034,518,0000 0 000000000
O0o0o0oDo0ovr9,3850000 0020160
120 3100101,902,0000 O X

14.00000000000000

goobobooogd

(Unaudited)
oooooao
At 30 June
060 300
2017
HK$’000 [J [0 [0

(Audited)
ooooon

At 31 December
0120310
2016

HK$'000 0 0 [

Trade payables oooooo 682,863 516,861
Bills payables gooogno 150,692 235,279
833,555 752,140
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
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14.

15.

TRADE AND BILLS PAYABLES/OTHER PAYABLES
AND ACCRUALS (continued)

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

14.00000000000000
ooooggoogoo
00000000o0oo0ooooooooo
oo

(Unaudited) (Audited)
ooooono ooooao
At 30 June At 31 December
060 300 0120310
2017 2016

HK$’000 [J [J [J

HK$'000 OO O

Not yet due ooo 563,881 431,767
Overdue 1 — 30 days 0 01-300 84,091 57,492
Overdue 31 — 60 days 0 031-600 23,223 10,661
Overdue > 60 days 0000eod 11,668 16,941

682,863 516,861

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

Other payables and accruals as at 30 June 2017 represented other
payables of HK$169,782,000 (31 December 2016: HK$133,375,000)
and accruals of HK$178,185,000 (31 December 2016:
HK$189,470,000).

BANK AND OTHER BORROWINGS

During the current interim period, the Group obtained new bank and
other borrowings of HK$818,901,000 (six months ended 30 June
2016: HK$785,141,000) and made repayments of HK$743,794,000
(six months ended 30 June 2016: HK$853,772,000). 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 2.6% (31 December 2016: 2.49%) per annum and are repayable
by installments over a period from one to three years. All bank
borrowings are unsecuBaf R

SAARE

15.

googoboooobobooogoobooo
googo

g20170e03o000b0cOoooOoooOon
OooooooboDboite9,782,0000 O

020160120 3100133,375,0000 O OO

000 0178,185,0000 OO 20160 120
3100189,470,0000 O 4

gooogbod

goooboboboboobooboo
0 0818,901,0000 OO O O 20160 60
300 060 O00O785,141,0000 O OO O O
0 743,794,0000 OO O 0O 20160 60 30
Obed0O0O8s3,772,0000 0 MOO00OO
gobooobobooobobOooooo
oo oobbbbbbooobbbobo
goooobooooobooooboboooo
gboooboobooo

gooobooboooboobobooboo
00000000000 002.69%32016
012031002.49% M0 0000100
0000000 0OoD2017060 300

FBBLEBBeEEBEtE R EEss B EHa20160 120 310 0 0 000

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

16. SHARE CAPITAL 16.0 O
(Unaudited) (Audited)
gooooa goooo
At 30 June 2017 At 31 December 2016
020170 60 3001 020160120310
No. of shares HK$'000 No. of shares HK$'000
oooo ooo oooo ooo
Ordinary shares, gooooooooooo
issued and fully paid 1,205,026,960 865,716 1,205,026,960 865,716
17. CAPITAL COMMITMENTS 17.000 0
(Unaudited) (Audited)
Ooo000oo goooo
At 30 June At 31 December
060300 0120310
2017 2016

HK$’000 [] [] [J

HK$'000 00O 0O

gooooooobooooo

18.

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

ooooobooooo

goooooooobood

173,144 116,959

SHARE-BASED PAYMENT TRANSACTIONS
The 2002 Scheme

The Company has a share option scheme (the “2002 Scheme”), which
was adopted by the Company at the extraordinary general meeting
held on 25 January 2002 and early terminated on 20 January 2011.
The primary purpose of the 2002 Scheme is to provide the Company
with a flexible mean of giving incentives to, rewarding, remunerating,
compensating and/or providing benefits to the employees and for
such other purposes as the board of directors of the Company may
approve from time to time.

18. 00000000 DO0O0

20020 0O O

goboobobOoboboobogaoozdn
gomoboobgzooz0t1gd2z2s0d0dn
gooobooboobogzotioi1d2o
oooboDboz2oc020bbobDbObObOOOO
goooobboooobooboooo
goboooooooooooboboooo
goboobooooooboobob
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
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18. SHARE-BASED PAYMENT TRANSACTIONS 18.0 0 000000000000
(continued)
The 2011 Scheme 20110 0 O
On 20 January 2011, the Company adopted a new share option gz201i01020000 00000000
scheme (the “2011 Scheme”) pursuant to a resolution passed at goooooooOoDOoOOoOoOoOoooOoo
the extraordinary general meeting held on the same date. The 2011 00000000 00020110 0 000
Scheme will expire on 20 January 2021. 2010 00 002021010200 000
The terms and conditions of the 2011 Scheme are basically the same 20110 00000000000 0O2002
as those of the 2002 Scheme except that the eligible participants of 00Oooooozoii00ooooooa
the 2011 Scheme include, among others, directors and full-time or 0000000000 oooooooo
part-time employees whereas the eligible participants of the 2002 gogdz0020 000000000000
Scheme cover only directors and full-time employees. ooooooog
The following table discloses movements of the Company’s share 0o0o0oOoooooogzoi17oend3000
options granted under the 2002 Scheme and the 2011 Scheme e0000O0020020 0002011000
during the six-month period ended 30 June 2017. ooooooooooog
(Audited) (Unaudited)
goooo Forfeited gooooo
Outstanding during Outstanding
Scheme Date of grant Exercise price at 1 January the period at 30 June
01010 060300
opooo gooo
RN gooo goao 2017 gooon 2017
Director 2011 18 August 2011 HK$1.21 1,320,000 - 1,320,000
oo 20110 20110 80180 1.210 0
1,320,000 - 1,320,000

Exercisable at the end of
the per
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

goboogobbodabad

18. SHARE-BASED PAYMENT TRANSACTIONS
(continued)

The following table discloses movements of the Company’s share
options granted under the 2002 Scheme and the 2011 Scheme
during the six-month period ended 30 June 2016.

18.0 0 000000Db0O0O0gn

goooooboobo20teben3od
cobpoOogpozo020 000201100 0O
goooboobooog

(Audited) (Unaudited)
ooooo Forfeited goooooo
Outstanding during Outstanding
Scheme Date of grant Exercise price at 1 January the period at 30 June
01010 060300
gooo gooo
oo opooo ooo 2016 opooo 2016
Directors 2002 17 September 2010 HK$1.29 4,600,000 (4,600,000) -
oo 20020 2010090170 1.2900
2011 18 August 2011 HK$1.21 4,620,000 (3,300,000) 1,320,000
20110 2011080180 1.2100
9,220,000 (7,900,000) 1,320,000
Exercisable at the end of oooo
the period oooo 6,060,000 660,000

Further details of the exercisable period of the options granted are set
out in the 2016 annual report.

The Group recognised a net reversal of HK$303,000 for the period
ended 30 June 2016 in relation to share options granted by the
Company.

goboooooooboooooboooo
gboooz20te oo

ooooogogzotebed3o0 oo
goooobooobooobooooab
303,0000 OO
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19. FINANCIAL INSTRUMENTS
Fair value

(i)

(ii)

Financial instruments not measured at fair value

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

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

The carrying amounts of the Group’s financial instruments carried
at cost or amortised cost are not materially different from their
fair values as at 30 June 2017 and 31 December 2016 except for
investment in life insurance policies.

Financial instruments measured at fair value

Fair value hierarchy

The following table presents the fair value of the Group’s financial
instruments measured at the end of the reporting period on
a recurring basis, categorised into the three-level fair value
hierarchy as defined in HKFRS 13, Fair value measurement. The
level into which a fair value measurement is classified and is
determined with reference to the observability and significance of
the inputs used in the valuation technique as follows:

° Level 1 valuations: Fair value measured using only Level 1
inputs i.e. unadjusted quoted prices in active markets for
identical assets or liabilities at the measurement date.

° Level 2 valuations: Fair value measured using Level 2 inputs
i.e. observable inputs which fail to meet Level 1, and not
using significant unobservable inputs. Unobservable inputs
are inputs for which market data are not available.

e Level 3 valuations: Fair value measured using significant
unobservable inputs.

19.0000
oooo

(i)

(ii)

oooooooooobobbbob

goooooobobooooooo
gbobooobooboboboon
gobooobooobobbooob
goboooboooboobooob
goboooboooboooboo
gboooboobooboooo

gbooooobooboobooboon
gooooobobooobooboon
goboobooooboobooon
gobooooooobooobnooo
goooooobobooogoooo
goooobooog

gboboooboobobooboon
goooooooooooobooo
gooooboboOgzotroedsod O
20160120310 0000 O00DOO
gooo

uboobooooobonoo
ooooon

goooooobobooogoooo
goobooooobobooonboo
goooboobooo13ouoon
gooooobosoooobooon
gooboobooboooboboon
goobooooobooooooon
gbooobooooobobooo

e [O100OO0ODOOODOOODON
oooooboooobooboob
ooooooboooooooon
ogoooobooo

e [2000000ODOODOZ2
gooooobooboogogo
gooobooooobobgob
goooooooooooao
goobooooboobogob
gooobooog

e [O3000O0O0DOOODODO
oboooooooobooo
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19. FINANCIAL INSTRUMENTS (continued)
Fair value (continued)

(ii) Financial instruments measured at fair value
(continued)

Fair value hierarchy (continued)

At the end of the reporting period, the Group’s investment in life
insurance policies is grouped into Level 2 category.

There were no transfers between the three Levels during both
periods.

Valuation techniques and inputs used in Level 2 fair value
measurements

The fair value of investment in life insurance policies c

19. 0000000
ODoDoooo

(i) 000000000000

god
oooooooon

goobooboobooboobooboon
goooogo200d

goooooooobosgooooDn
gooo

p2ooo0o00o0o0oooonno
ooooon

goobooooooboooooon
gooooooboboooooon
goooooboooooooo

20.0000000
(@ OOOOOOoO

goooooobobooooooon
goooogo

gbooboooobooboboboooon
gbooboobooboboobooboon
goooooooosoooooon
gooo
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

goouooougoogog

20. RELATED PARTY DISCLOSURES (continued) 2000000000000
(b) Compensation of key management personnel (b) DOOODOOODOO
The remuneration of directors and other members of key goooooooOoooooooo
management during the period was as follows: oooo
(Unaudited)
ooooon

(c)

Six months ended 30 June
0O0Oed300 0600

2017 2016
HK$°000 [ [] O HK$'000 O 0O O

Fees oo 525 704
Short-term benefits oooo 991 1,861
Post-employment benefits goooo 9 27
Equity-settled share-based ggooboboooooon

payments - 40

1,625 2,632

Transactions with other state-owned entities in the (c) DOOOODODODOOOODODO
PRC 0
The Group operates in an economic environment currently Jo0o0o0oo0oo0ooooboooogo
predominated by enterprises directly or indirectly owned, jointly goooooooooooooon
controlled or significantly influenced by the PRC government 0000000 oooooooo
(collectively the “state-owned entities”). The Company’s directors 0000000000 OoOOoOooonO
consider that state-owned entities are independent third parties gooooooooooooooao
so far as the Group’s business transactions with them are gooDoooooooooo
concerned.

During the period, the Group had transactions with other state- ooOobOobOobooOOoooboon
owned entities including, but not limited to, the sales of finished dodoooDoDoooooOoooo
goods, purchases of raw materials/utilities and transactions with 0ooodo0oooooooooooon
state-owned banks. gooo

The sales of finished goods and purchase of raw materials/ Jddddoooooooooao
utilities to these state-owned entities are individually not Oo0oo0ooDOo0oooooooooo
significant. In addition, the Group’s bank balances (including goodz0t7oed3o000 o OO
short-term bank deposits and restricted bank deposits) and 00oO0oooooooooooao
bank borrowings of HK$549,094,000 and HK$348,623,000 00000000 O0oOoooooao
(81 December 2016: HK$468,746,000 and HK$273,071,000) 0 549,094,0000 O 0O 348,623,000
respectively are placed/arranged with state-owned banks as at 00020160 12031000 0 O
30 June 2017. 468,746,0000 O 0O 273,071,0000

gboboooooooooooon
god
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According to the World Bank Group’s June 2017 Global Economic
Prospects Report, a recovery in industrial activity has coincided with a
pickup in global trade, after two years of marked weakness. In emerging
market and developing economies (“EMDESs”), obstacles to growth among
commodity exporters are gradually diminishing, while activity in commodity
importers remains generally robust. As a result, and despite substantial
policy uncertainty, global growth is projected to accelerate to 2.7 percent
in 2017, up from a post-crisis low of 2.4 percent in 2016.

The first half of 2017 (“1H2017”) was a tough period for the Group. Due
to the unstable world economy and the slow demand clouded in the
conkBBB8ES
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Dividend

In view of the general practice of the Company to only recommend a final
dividend, the board of directors of the Company (“Board”) has resolved not
to declare the payment of any interim dividend for the six months ended
30 June 2017. If no special circumstances going to happen, the Group
intends to declare dividend for the financial year of 2017 not less than the
dividend payout ratio declared in the financial year of 2016.

Awards & Certifications

Our awards and certificates accredited during 1H2017 are as follows:

Name of Award/ Type of
No. Certification Document Date of Issue
oooo ooooooo oooo oooaog

ao

gooooboboooobobobbooooonn
goooooooboobbobboobobbooo
gzo0t70eU3ode oo
gooocooboboooboboooogaotr
gooboboooogzoiegognooooOO
god

ggoood
gz2otv00gogpoooooooobooboogo

Issued by
oood

Jiangyin Fuhui Textiles Limited D OO0 OO0 OO0 OO

1 2016 Key and Major Award 2017/1
Enterprise of Jiangyin City* oo
20060 0000000000

2 2016 Foreign Trade Award* Award 2017/1
20060 0 00000 oo

3 2016 Outstanding Enterprise Trophy 2017/1
of Foreign Investment* oo

2006000 0000ODODO

4 2016 Outstanding Enterprise Award 2017/1
of Environmental Protection* aad
20060 0000000 0OD

5 2016 Top 100 Star Enterprise*  Award 2017/2
01600000000 OO

6 2016 Top 10 International Award 2017/2
Enterprise* oo

20060 0 000D 0O0d

Jiangyin Municipal Party Committee of
Communist Party of the PRC, Jiangyin
Municipal People’s Government*
0oo0ooggoooooooo

Jiangyin High-tech Industrial Development
Zone Committee of Communist Party of the
PRC*
0o0o0oooooooooooooon
Administration Committee of Jiangyin
High-tech Industrial Development Zone*
00o00o0oooooooooooo

Jiangyin High-tech Industrial Development
Zone Committee of Communist Party of the
PRC*
0o0odogooooooooooooon
Administration Committee of Jiangyin
High-tech Industrial Development Zone*
ooooooooooooooooo

Administration Committee of Jiangyin
High-tech Industrial Development Zone*
oo0oooooOoooooooooo

Jiangyin Municipal Party Committee of
Communist Party of the PRC, Jiangyin
Municipal People’s Government*
goooggoooooooo

Jiangyin Municipal Party Committee of
Communist Party of the PRC, Jiangyin
Municipal People’s Government*
0oo0oogoooooooooo
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BUSINESS REVIEW (continued) 0O 00O 0000
Awards & Certifications (continued) OO 0000 OO

Name of Award/ Type of
No. Certification Document Date of Issue Issued by
oooad ooooooa oooo oood oood

Jiangyin Fuhui Textiles Limited (continued) 0 0 00000000000

7

10

2016 Top 10 Outstanding
Enterprise of Energy
Conservation and Emission
Reduction*

0160 0000000
oood

2016 Safe Enterprise*
2016000000

2016 Outstanding Enterprise
of Blood Donation without
Compensation*
2060000000000

2016 Clean by Design
Environmental Improvement
Program

ooogogo
ooooooooo*

Award 2017/2
oo
Award 2017/2
oo
Award 2017/6
oo
Award 2017/6
oo

Yancheng Fuhui Textiles Limited O 0000000000

11

12

13

14

15

2016 Outstanding Enterprise
of Safety Production*
20060 0 00000000

2016 Outstanding Enterprise
of Fire Safety Management*
201600000000 OO
oood

2016 Citywide “Ankang Cup”
Competition Winning Unit*
200600 0000 oo
goooood

Certified Laboratory
goooot

Vice Chairman Member of
Jiangsu Association of
Enterprises with

Foreign Investment*
oooooooogood
oooog

Award 2017/1
oo
Award 2017/1
oo
Award 2017/3
oo

Certification 2017/5
oo
Award 2017/6
oo

Jiangyin Municipal Party Committee of
Communist Party of the PRC, Jiangyin
Municipal People’s Government*
0o0o0ogoooooooooo

Jiangyin Safe Enterprise Construction
Work Leading Group*
gooobooooobobboooo

Jiangyin Blood Donation Administration
Committee”
oooooooooo

International Finance Corporation
gooooot

Natural Resources Defense Council
ooooooooo*

Sustainable Apparel Coalition
goooooo¢#

Management Office of Yancheng Economic-

Technological Development Zone and
Integrated Duty-Free Area*

goooooooooboobobooogooo

Fire Brigade of Public Security of
Development Zone of Yancheng City*
0oooooooooooooo

General Union of Yancheng City*
ooogogo

Administration of Work Safety of
Yancheng City*
oo0ooooooooog

Intertek Group
gooot

Jiangsu Association of Enterprises with
Foreign Investment*
ooooooogogod
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Awards & Certifications (continued)

No.
oooo

Name of Award/
Certification
goooooao

Type of
Document
oooo

Date of Issue
gooo

Issued by
oood

Dongguan Shatin Lake Side Textiles Printing & Dyeing Co., Ltd. O 0 0 OO0 OO0 00O O0OOO

16 2016 Top Ten Foreign Award 2017/2 Chinese Communist Party Shatian Town
Investment Enterprise oo Committee/People’s Government of Shatian
in Tax Payment of Shatian Town/Chinese Communist Party Humen
Town & Humen Port* Port Working Committee/Management
20060 0 00 0oo oo Committee of Humen Port*
ooooogoooo ooooooooooooooooo

0o0o0oooooooooooooo
oooooogood

17 2016 Top Ten Enterprise Award 2017/2 Chinese Communist Party Shatian Town
in Annual Actual Export of oo Committee/People’s Government of Shatian
Shatian Town & Humen Port* Town/Chinese Communist Party Humen
20160 000 OoOoon Port Working Committee/Management
oooogogoooo Committee of Humen Port*

0oo0o0oogoooooooooooo
goooooooooboooooo
ooooogogd

18 15th Consecutive Year Award 2017/6 Guangdong Province Administration For
Guangdong Province oo Industry & Commerce*

Enterprise of Observing goooooboooon
Contract and Valuing Credit*

oooooogd

ooooooogd

19 Certificate of Compliance in Certification 2017/1 Ecocert Greenlife S.A.S
Global Organic Textile Standard 0O O
oooooooooood

20 Oeko-Tex Standard 100 Certification 2017/3 TESTEX AG, Swiss Textile Testing Institute
Oeko-Texd O 100* 00 TESTEXOODODOODOODODODOO*

21 Oeko-Tex Standard 100 Certification ~ 2017/5 TESTEX AG, Swiss Textile Testing Institute
Oeko-Texd O 100# OO TESTEXODODODOODODODOODO*

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

inconsistencies, the Chinese names shall prevail. gooooo

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

inconsistencies, the English names shall prevail.

ooo0ooo
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goooooobogoozot7rDeoonoO
gobooboobooooboobooboo
goooooooooDoDoDoDbobo201700O0O
O00OoDOo0obO27%00002018-190
000d29%00000201701000000O
ooboooooobobobobooobo
gbooboooboobobobobobobo
ooobooooobooboooo2o017obCO
04.1%00 02018-190 00 04.6%0 000
gboooooodoooobooooooooo
20t/0000O0bO0booboboobooobo
oboooooboooooooooobobo
gobobooobooooboobooboo
gbobooooboooooooboobobobo
gbobobobobooboooobobobo
goooobooooboooooboo

gooboboooogooooz2otrbOO
1.9900002018-190 0000000000
gboooboobobooboooboobobobo
goooooobobobobobobboooooooon
oobooobooobooobooboooboo
bbb oooooo
oogoooobobobooobobonboo
goooboooboobooog

DDZOT?DDDDDDDDDDDDDDEFH]DDDM
gobooooboooobooobooo
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The key operating and financial indicators of the Group for the six months
ended 30 June 2017 are set out below:

gobooooooo

goboogz2ot7rbeg3onoennooonon

Six months ended 30 June
00ded300 060 O

2017 2016
Statement of Profit or Loss Items gogooog
(Al amounts in HK$ thousands goooooobooboog
unless otherwise stated) gooogoo
Revenue ogoad 3,212,129 3,076,618
Gross Profit 0o 317,362 412,078
EBITDA oooooooooag 186,227 186,639
Profit for the period oo0oono 71,583 81,309
Profit attributable to owners of gooooobooog
the Company 68,869 68,020
Basic earnings per share (HK cents) oooooooooon 5.7 5.6
Key Financial Ratios gooooao
Profitability ratios ooooon
Gross profit margin (%) 000 (%) 9.9% 13.4%
EBITDA margin (%) 00000000000 (%) 5.8% 6.1%
Expenses as a % of revenue ooooooono
Distribution and selling expenses ogoobooooo 2.4% 2.8%
Administrative expenses gooad 5.9% 7.0%
Finance costs gooad 0.3% 0.3%
Asset efficiency ooon
Inventory turnover period (days) oooooooo 92 84
Trade and bills receivables goooooo
turnover period (days) gooobood 72 71
Trade and bills payables goooooo
turnover period (days) gooooooo 52 46
At 30 June At 31 December
060 300 0120310
2017 2016
Asset ratios oooo
Current ratio gooad 2.1 2.2
Net debt/EBITDA ratio (annualised) doooooogoo
0oo0oooooooo (0.5) (0.8)
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FINANCIAL REVIEW (continued) 00O 00000

Revenue

The Group’s revenue for the six months ended 30 June 2017 amounted
to approximately HK$3,212,129,000 (six months ended 30 June 2016:
HK$3,076,618,000).

Revenue by business segments

s

1H2017
20170000

87.7%

In the first half of 2017, the Group’s core business, production and
sales of dyed fabrics and yarns, generated revenue of approximately
HK$2,815,774,000 (six months ended 30 June 2016: HK$2,607,127,000),
accounted for 87.7% (six months ended 30 June 2016: 84.7%) of the
Group’s total revenue. Revenue from production and sales of garments
was approximately HK$396,355,000 (six months ended 30 June 2016:
HK$469,491,000), accounted for 12.3% (six months ended 30 June 2016:
15.3%) of the Group’s total revenue.

Cost of Sales and Gross Profit

For the six months ended 30 June 2017, overall cost of sales of the Group
amounted to approximately HK$2,894,767,000 (six months ended 30 June
2016: HK$2,664,540,000) and overall gross profit margin was 9.9% (six
months ended 30 June 2016: 13.4%).

During the period under review, the Group’s turnover increased by 4.4%,
was mainly due to the increase in sales volume of fabric by approximately
13.6%. The decline in average selling price of fabric and increase in energy
costs led to a decrease in gross profit margin as compared with the
corresponding period of last year.

Distribution and Selling Expenses

For the six months ended 30 June 2017, the Group’s overall distribution
and selling expenses amounted to approximately HK$75,595,000 (six
months ended 30 June 2016: HK$86,194,000), accounted for 2.4% (six
months ended 30 June 2016: 2.8%) of the Group’s total revenue.

god
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Production and Sales of Dyed Fabrics
and Yarns
Oooooooooo

Production and Sales of Garments
ooooooo
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FINANCIAL REVIEW (continued) 00O 00000

Administrative Expenses

For the six months ended 30 June 2017, the Group’s overall administrative
expenses amounted to approximately HK$190,239,000 (six months ended
30 June 2016: HK$216,756,000), accounted for 5.9% (six months ended
30 June 2016: 7.0%) of the Group’s total revenue.

Compared with the same period of last year, the percentage of distribution
and selling expenses and administrative expenses to the Group’s total
revenue decreased as a result of effective control of internal costs.

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

For the six months ended 30 June 2017, the Group’s EBITDA amounted
to approximately HK$186,227,000 (six months ended 30 June 2016:
HK$186,639,000) and the EBITDA margin was 5.8% (six months ended 30
June 2016: 6.1%).

Finance Costs

For the six months ended 30 June 2017, the Group’s finance costs
amounted to approximately HK$11,193,000 (six months ended 30 June
2016: HK$10,499,000), represented 0.3% (six months ended 30 June
2016: 0.3%) of the Group’s total revenue.

Capital Expenditure

For the six months ended 30 June 2017, the Group invested approximately
HK$86,607,000 (six months ended 30 June 2016: HK$96,200,000)
in additions of property, plant and equipment. The Group expects the
capital expenditure for the whole financial year will be approximately
HK$200,000,000.

Income Tax Expense

For the six months ended 30 June 2017, income tax expense of the Group
amounted to approximately HK$9,872,000 (six months ended 30 June
2016: HK$11,416,000).

goonf
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FINANCIAL REVIEW (continued) 00O 0O 0O0OO0O
Liquidity and Financial Resources gooooooogo

At 30 June 2017, the Group’s net assets amounted to approximately 0 201706030000 00 0O 0O 0O O O

HK$3,440,770,000 (31 December 2016: HK$3,453,645,000). The key 3,440,770,0000 0020160 1203100

figures of financial position were as follows: 3,453 6450000 0 MO0DbU0bO0bOobOOb
oo

At 30 June At 31 December
060 300 0120310

2017 2016

HK$’000 [J [J [J HK$'000 [0 [0 [0

Non-current assets ooooo 1,732,809 1,738,318
Current assets ogooad 3,810,237 3,633,297
Total assets oooo 5,543,046 5,371,615
Current liabilities oooad 1,795,516 1,671,279
Non-current liabilities goooo 306,760 246,691
Total liabilities oooao 2,102,276 1,917,970
Net assets oooOoad 3,440,770 3,453,645

The Group met its funding requirements in its usual course of operation OOOOOOOOOOOOOOOOOOODO
by cash flows from operations, as well as long-term and short-term bank OO00O0OO0OOO0OO0O0OOOODOODOOOO
borrowings. Capital expenditure was mainly financed by long-term bank OO0O0O0O0O OO

borrowings.

At 30 June 2017, the principal financial covenant figures/ratios (according 0201706030000 00000000000

to the banks’ definitions) were as follows: 0o0oooooboood
At 30 June At 31 December
060 300 0120310
2017 2016
Consolidated tangible net worth ooooood HK$3,137,199,000 HK$3,067,813,000
Consolidated total bank debt to oooooooo
consolidated tangible net worth ooooooboogoo 0.2 0.2
Consolidated EBITDA to oodooooooooooo
consolidated interest expense gooooooo 16.6 17.9
Consolidated current assets to oooooodad
consolidated current liabilities gooooooo 2.1 2.2

Consolidated capital expenditure ooooon HK$86,607,000 HK$256,485,000
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FINANCIAL REVIEW (continued) 00O 00000

Risk Management gooog
The Group follows a stringent and prudent risk management policy to 000000000000 OOOOOOOO
manage foreign exchange and interest rate risks. ooooooo

The sale and the purchase of raw materials of the Group were mainly 000000000 OOOOOOOOOOO
denominated in HKD, USD and RMB. Since the Group mainly carries out OOO0O0O0OOOOO0O0OOODOOOODOOOO
production in China, we are exposed to foreign exchange risk arisingfrom 000000 OO0OOOOOOOODOODOO
RMB exposure. As a result of persistent fluctuations in the RMB exchange OO0 O0O0O0OOOOOOOOOOOOOO
rate, the Group has been closely monitoring the exchange rate fluctuaton 0000000000000 00OO0OCDOOOO
for USD and RMB and will continue to monitor the trend of the exchange O0U0OOO0O0OO0O0O0O000OO

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 000000000 0OCOOOOCOOOOOO
USD and interests were mainly charged on a floating rate basis. Since 0000000000000 O00DOOOOO
the market expects that the interest rates in the United States mightrise 000000000000 D0OOOOODOO
in the coming year, the Group will continue to monitor the interest rates OO00O0O0OO0O0OOOOCOOOOODOODOO
fluctuation in the market and will adopt appropriate measures to minimise OO 0O OO

the interest rate risk.

EMPLOYEES AND REMUNERATION POLICIES OO 0OOOOO

As at 30 June 2017, the Group had approximately 10,170 (30 June O 0O O20170603000 00000000
2016: 11,900) full-time employees. The Group will continue to implement  10,17000 20160 60 3000 11,9000 IO O
streamlined production so as to further minimize our labour cost. The OOOOOOOQOOOOODOOOOOOOO
Group’s emolument policies are formulated on the performance of 0000000000 OOO0ODOOOOOOO
individual employee and the salary trends in various regions, which are 000000000000 O0OOOOOOOO
reviewed regularly. Subject to the Group’s profitability, the Group may also 0000000000000 O00O0OOOOO
distribute a discretionary bonus to its employees as an incentive for their 0000000 O0OOOOODOO0OOO
contribution to the Group.

The Group has established a share option scheme for its employees, 0000000 OO0OOOOOOOO0OOOO
and also provides regular training courses and subsidies for continung OO0OO0O0OO0OOOOO0OOOOOOOOOO
education so as to improve the skills of its employees with respect to OO0 OOOOO OO

production, selling and management.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS
Jooooooooon

As at 30 June 2017, the following persons/entities (other than the Directors
or the chief executive of the Company), had interests and short positions in
the Shares and underlying Shares as recorded in the register of interests of
the substantial shareholders required to be kept by the Company pursuant
to section 336 of the SFO (the “Substantial Shareholders’ Register”).

gz20t70eU300boooooooooooo
ooobooooooboooooobobo
gboobooooboobooossenonooo
gobooboboobooboboooooon
googoo

Long positions in Shares and underlying Shares: gobooDoboooooooo

Number of Approximate %
Name of Substantial Shareholders Shares Held Capacity of the Issued Shares
0oo0ogoooo
oooooo ooogogo OO0 oo0o
Chinatex Corporation (“Chinatex”) 433,494,000 Interest of controlled 35.97
00000 ooooooood (Notes 1 and 2) corporations
oootozo ooooood
Chinatex Yieldfull Investment Co., Ltd. 409,036,000 Beneficial owner 33.94
(“Yieldfull”) (Note 1) ooooo
00000000 oooooooood oooito
Chinatex Jinhui Investment 409,036,000 Interest of a controlled 33.94
Management Co., Ltd. (“Jinhui”) (Note 1) corporation
0000000000 ogooooooooo oooto oOoDoOoO0oO0o0
Mr. HA Chung Fong 104,944,000 Beneficial owner 8.71
ooooo (Note 3) ooooo
0 0os0
69,160,948 Other interests 5.74
(Notes 3 and 5) oooo
00 oa0 60
Ms. TANG Kuen Mui 174,104,948 Spouse’s interests 14.45
ooooo (Note 3) oood
[ 0oas0
Super Brilliance Company Limited 69,160,948 Beneficial owner 5.74
(“Super Brilliance”) (Notes 4 and 5) ooooo
0 0mo40 60
Island Treasure Investments Limited 69,160,948 Interest of a controlled 5.74
(“Island Treasure”) (Notes 4 and 5) corporation
Oooo4060 o0oooood
Onwide (H.K.) Limited (“Onwide”) 69,160,948  Trustee 5.74
Oo0oo0Ooooooooood (Notes 4 and 5) ooo
00040 50
Mr. WONG Tak Leung, Charles 69,160,948 Interest of controlled 5.74

goooad

(Notes 4 and 5)
0o0oo40s60

corporations
ooooood
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS (continued)

Joouoooouoooouon

Notes:

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

2. As at 30 June 2017, Chinatex (H.K.) Holding Limited held 24,458,000 Shares as beneficial
owner. Chinatex (H.K.) Holding Limited is a wholly-owned subsidiary of Chinatex. Chinatex
is deemed to be interested in the Shares held by Chinatex (H.K.) Holding Limited.

3. Ms. TANG Kuen Mui, spouse of Mr. HA Chung Fong