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GROUP PROFILE

About Fountain Set (Holdings) Limited (the “Company”) and its subsidiaries (the “Fountain Set
Group”) (Stock Code: 00420.HK)

One of the world’s largest and long-established fabric manufacturers, the Fountain Set Group produces knitted fabric and garments
through vertically integrated operations in fabric knitting, dyeing, printing, finishing and garment manufacturing, for many of the
renowned apparel retailers and brands.

As a strong believer of research and development, we collaborate with brands and suppliers to develop innovative and creative fabric
and garment products to consumers all over the world. Headquartered in Hong Kong and listed on the Main Board of The Stock
Exchange of Hong Kong Limited, the Fountain Set Group has a total of 8 production facilities in the People’s Republic of China (the
“PRC”), Sri Lanka and Indonesia, with marketing and representative offices in 4 countries and a global staff force of close to 7,700
strong.

Chinatex Corporation Limited, a wholly-owned subsidiary of COFCO Corporation, has become the largest shareholder of the
Company since 2012. COFCO Corporation is a state-wholly-owned enterprise established in the PRC and a direct wholly-owned
subsidiary of the State-owned Assets Supervision and Administration Commission of the State Council of the PRC.

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

|IBDO

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

INTRODUCTION

We have reviewed the interim condensed consolidated financial statements set
out on pages 3 to 31 which comprise the condensed consolidated statement
of financial position of Fountain Set (Holdings) Limited and its subsidiaries
(collectively referred to as the “Group”) as of 30 June 2020 and the related
condensed consolidated statement of profit or loss and other comprehensive
income, condensed consolidated statement of changes in equity and
condensed consolidated statement of cash flows for the six-month period then
ended, and a summary of significant accounting policies and other explanatory
notes (the “interim condensed consolidated financial statements”). The Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of a report on interim financial information to be
in compliance with the relevant provisions thereof and Hong Kong Accounting
Standard 34 “Interim Financial Reporting” (“HKAS 34”) issued by the Hong
Kong Institute of Certified Public Accountants. The directors are responsible for
the preparation and presentation of the interim condensed consolidated financial
statements in accordance with HKAS 34. Our responsibility is to express a
conclusion on the interim condensed consolidated financial statements based
on our review. This report is made solely to you, as a body, in accordance with
our agreed terms of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the contents of
this report.

SCOPE OF REVIEW

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

CONCLUSION iR

Based on our review, nothing has come to our attention that causes us to  ARIEANTT 2 FEH  ZAN7T I £ 25 30 (T ] S 18 BUF A
believe that the interim condensed consolidated financial statements is not {T/R{EFEASRRGAMERERARAENREEAHHE

prepared, in all material respects, in accordance with HKAS 34. BIBEEAGTHEREMRHFER -
BDO Limited BRIV ERREHMERRERLA
Certified Public Accountants BEEA

Lam Pik Wah MEE

Practising Certificate Number P05325 HEFERITP05325

Hong Kong, 21 August 2020 E - 20208 A21H
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
GRS EE R EtEERER

(Unaudited)
(REEZX)
Six months ended 30 June
B Z6H30H LL6/E A

2020

Notes 1 HK$’000 F & T

2019

HK$'000 F&T

Revenue EER 6 2,099,734 3,388,393
Cost of sales & AR (1,886,090) (2,971,489)
Gross profit EH 213,644 416,904
Other revenue H iUz A 31,959 32,013
Other gains and losses H bz & B8 (18,345) (24,235)
Distribution and selling expenses DENIEEER (52,896) (72,509)
Administrative expenses THEHR (172,999) (217,720)
Finance costs B E AR 7 (10,800) (19,476)
Share of profit of an associate FEAE—fEEE AR 2 BT 226 286
(Loss)/profit before income tax expense K FT{S & X LAl (B1E),/&F (9,211) 115,263
Income tax expense PRI < 8 (7,221) (24,666)
(Loss)/profit for the period EHE (B18) &F 9 (16,432) 90,597
(Loss)/profit for the period attributable to:  FE{5 2 HIRS (&) & F):
Owners of the Company VN/NEIEZ SN (15,154) 82,685
Non-controlling interests eI i (1,278) 7,912
(16,432) 90,597
HK cents &1l HK cents &
(Loss)/earnings per share Bk (&18) &7
- Basic — B 11 (1.2) 6.8
— Diluted —#58 11 (1.2) 6.8
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
GRS EE R EtEERER

(Unaudited)
(REEX)
Six months ended 30 June
B Z6H30H LL61E A

2020 2019
Note fifit ~ HK$’000 T % T HK$'000 F&T

(Loss)/profit for the period R HAR (E518) /B 9 (16,432) 90,597
Other comprehensive loss, net of tax HE2mEEE (CHRHIE)
ltem that may be reclassified HgrgeEM o BEEEEY

subsequently to profit or loss: HH:

Exchange differences arising BREBINEBEEZ

on translation of foreign operations PE 3 =58 (8,241) (2,022)

Other comprehensive loss for the period 2 HMH b 2 EEE (8,241) (2,022)
Total comprehensive (loss)/income RHEEAE (BB) WaiE

for the period (24,673) 88,575

Total comprehensive (loss)/income for the fE{E 2 HA 2@

period attributable to: (F518) " WEeE:
Owners of the Company ZIN/NEIEZZ =N (21,280) 81,420
Non-controlling interests FEE AR M (3,393) 7,155

(24,673) 88,575
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
SRS M BRI &

(Unaudited) (Audited)
(REERZ) (R&®Z)
At 30 June At 31 December

68308 MW12A31H
2020 2019

Notes fti ~ HK$’000 F T HK$'000 F/&T

Non-current assets ERBEE
Investment properties mEYE 49,181 51,545
Property, plant and equipment Y HER N AR B 12 1,398,589 1,435,486
Right-of-use assets FHEEE 13 230,068 244,479
Other intangible assets HMEREE 10,553 12,060
Deposit paid for purchase of plant BERSMEHEHE MRS
and equipment 12,506 17,879
Interest in an associate R—EBE AR 2R 20,762 20,537
Deferred tax assets EEHIEEE 55,308 53,819
1,776,967 1,835,805
Current assets REBEE
Inventories 58 14 970,180 1,255,906
Trade and bills receivables SEYNES Y AN 15 1,046,861 1,129,994
Prepayments, deposits and FERRIE Ee &k
other receivables H b fE WRIE 15 112,990 127,564
Tax recoverable A] U o] £ 18 456 2,023
Restricted bank deposits PR I ER1TIE K 9,445 8,055
Short-term bank deposits FHIRITIF 225,759 168,175
Bank balances and cash RITHEB LIRS 896,481 769,178
3,262,172 3,461,095
Current liabilities REERE
Trade and bills payables EEREBENIA 16 445,398 823,798
Other payables and accruals Hib I IE R ERT & A 16 205,135 266,863
Contract liabilities BHEE 14,729 15,315
Lease liabilities — current portion HEABE-RBEMH 32,896 31,053
Amounts due to non-controlling IR BT IR A% R FRIE
shareholders 66,490 80,100
Amount due to an associate K — B A R FIE 5,204 7,179
Deferred income — current portion EIEW A — R 3B 1,622 1,622
Tax payable JE R IE 22,038 37,800
Bank borrowings — due within one year ~ fR1TEE ——F R 2 Hf 17 504,181 67,923
1,297,693 1,331,653
Net current assets REBEETFE 1,964,479 2,129,442

Total assets less current liabilities EEHEBERABAERE 3,741,446 3,965,247
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AR S B IR &

(Unaudited) (Audited)
(RECEZ) (Ke2z)
At 30 June At 31 December
M6 H30H ®12A31H
2020 2019
Notes fifi ~ HK$000 F&T HK$'000 F& T
Non-current liabilities ERBEE
Deferred income — non-current portion ELEWA — FEREN S D 54,935 55,745
Bank borrowings — due after one year RITEE — —F1&EIH 17 99,334 154,459
Lease liabilities — non-current portion HEaE — ERHm 145,472 158,783
Deferred tax liabilities EEHIEAR 9,215 11,204
308,956 380,191
Net assets EEFE 3,432,490 3,585,056
Capital and reserves EXRfFHE
Share capital fig 2 18 889,810 889,810
Reserves s 2,380,478 2,529,651
Equity attributable to owners KAEER AEhER
of the Company 3,270,288 3,419,461
Non-controlling interests JEIE R = 162,202 165,595
Total equity e 3,432,490 3,585,056
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
RS EREE R

Attributable to owners of the Company

ANREEAES
Share Non-
Share  Translation options  Statutory  Retained controlling Total
capital reserve r;;er\g reserves  earnings Total interests equity
i
R ELRE s tERE  BEEA B FERER BRAE
HKS000  HKS000  HK$000  HK$000  HK$000  HKSU00  HKS000  HK$000
FEx A7 Az Az 7En FEx TEx 7En
At 1 January 2020 (audited) N2020F1A18 ( ,%%%TZ) 889,810 (53,224) 607 100,118 2,482,150 3,419,461 165,595 3,585,056
Exchange differences arising on BEENEBEEL
translation of foreign operations EiER - (6,126) - - - (6,126) 2,115) (8,241)
Loss for the period 2ERER - - - - (15,154) (15,154) (1,278) (16,432)
Total comprehensive loss for the period = H2AFEER - (6,126) - - (15,154) (21,280) (3,399) (24,673)
Dividend recognised as distribution ~ EERER RS - - - - (127,893)  (127,899) - (127,893
Transfer from share options reserve to - R R EEEZRERA
retained earnings - - (607) - 607 - - -
At 30 June 2020 (unaudited) 202056 H30R (REEH) 889,810 (59,350) - 100,118 2,339,710 3,270,288 162,202 3,432,490
Attributable to owners of the Company
ARAEBAER
Share Non-
Share  Translation options Statutory Retained controling Total
captal reserve feseve  feserves - eamings Total interests ~ equity
kA ERREE BRERG EEEE  ERM 2B FRRER  Eafk
HKSU000  HKS000  HKSUOO  HKSUOD  HKSUOO  HKSUOD  HKSO00  HKSUOD
TET TAT FET TAT TAT FET TAT TAT
At 1 January 2019 as originally R019E1 A1 REE 2T
presented (audited) (&F7) \ 865,716 (47,400) 2,597 80,382 2520505 3432800 168445  3601,245
Initil application of HKFRS 16 NEEREENBREEHE16% - 2 - - (440 (24379 (1) (24390
Restated balance at 1 January 2019 7201951 A1B 28 B3] 4 85,716 (47,372 2,507 89382 2498008 3408421 168434 3576855
Exchange differences arising on BESNEBREEL
franglation of foreign operations EHER - (1,265) - - - (1,265) (757) (2,022
Profit for the period =R EERH - - - - 82,685 82,685 7912 90,597
Total comprehensive income rERzEkEER
for the period - (1,269) - - 82,685 81,420 7,155 88,575
Equity-settled share-based payments  JAB &5 AR AEE 2 [ - - 133 - - 133 - 133
Exercise of share options {TiERmE 21,022 - (1,826) - - 191% - 191%
Dividend recognised as distrbution ~ EEZEDEZ RS - - - - (146330)  (146,330) - (146,330
Transfer from retained earnings REGENRESETRE
to statutory reserves - - - 555 (559) - - -
Transfer from share options reserve R EREEREZRERA
to retained earnings - - (30) - 30 - - -
At 30 June 2019 (unaudited) 201956 A30R (REEH) 886,738 (48,637) 874 89,937 2433928 8,362,840 175589 3,538,429
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
HRREHERER

(Unaudited)
(REER)

Six months ended 30 June
EHZ=6H30H L6 A

2020 2019
HK$’000 F#7x  HK$'000 T/&7T

Net cash (used in)/generated

Z2EIEE (PR FriEH

from operating activities ReFE (2,608) 221,091
Net cash used in investing activities: KEEBFANE S FE:
Purchases of property, plant and EEWME HBEREHE
equipment (42,883) (43,295)
Other investing cash flows HiEZREME 12,493 10,828
(30,390) (82,467)
Net cash generated from/(used in) MEBEMB (AR
financing activities: & FE
New bank borrowings raised MEEZIRITEE 432,426 742,590
Repayment of bank borrowings EERITEE (51,560) (814,558)
Dividends paid TR A (127,893) (146,330)
Repayment of principal portion EEHEAB RSN
of the lease liabilities (9,581) (10,408)
Payment of interest portion TNHEEBEZFEEHD
of the lease liabilities (4,534) (5,173
Other financing cash flows Hihp&E s Remn= (18,157) 4,685
220,701 (229,194)
Net increase/(decrease) in cash RekERRESEEDN
and cash equivalents #n, CRd) FE 187,703 (40,570)
Cash and cash equivalents at beginning 2 HARIFAB IR S &
of the period FRATIAR 937,353 975,666
Effect of exchange rate changes on cash EREEHE IS &
and cash equivalents ERRESEENTE (2,816) (518)
Cash and cash equivalents at end of the R EHIMKRERFNIRES &
period ZRIFLIAE 1,122,240 934,578
ANALYSIS OF THE BALANCES OF ReREFREEBLEFN
CASH AND CASH EQUIVALENTS: DT
Short-term bank deposits FHIRITIF 225,759 119,023
Bank balances and cash RITHEBRNIRE 896,481 815,555

1,122,240 934,578
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GENERAL INFORMATION

The Company is a public limited company incorporated in Hong Kong
and its issued shares are listed on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). The addresses of the registered office and
the principal place of business of the Company are Block A, 6/F., Eastern
Sea Industrial Building, 29-39 Kwai Cheong Road, Kwai Chung, New
Territories, Hong Kong.

The financial information relating to the year ended 31 December 2019
that is included in this Interim Report 2020 as comparative information
does not constitute the Company’s statutory annual consolidated financial
statements for that year but is derived from those financial statements.
Further information relating to these statutory financial statements required
to be disclosed in accordance with section 436 of the Companies
Ordinance (Cap. 622 of the Laws of Hong Kong) (the “Companies
Ordinance”) is as follows:

The Company has delivered the statutory annual consolidated financial
statements for the year ended 31 December 2019 to the Registrar of
Companies as required by section 662(3) of, and Part 3 of Schedule 6 to,
the Companies Ordinance.

The Company’s independent auditor has reported on those financial
statements. The independent auditor’s report was unqualified; did not
include a reference to any matters to which the independent auditor drew
attention by way of emphasis without qualifying its report; and did not
contain a statement under sections 406(2), 407(2) or (3) of the Companies
Ordinance.

BASIS OF PREPARATION

The condensed consolidated financial statements have been prepared in
accordance with the applicable disclosure requirements of Appendix 16 to
the Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”) and with Hong Kong Accounting Standard (‘HKAS”) 34
Interim Financial Reporting issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA”).

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

3. IMPACTS OF COVID-19 PANDEMIC

The World Health Organisation declared the novel coronavirus disease
2019 (the “COVID-19”) a global health emergency on 30 January 2020.
Since then, the Group has experienced significant effects on its operations.

The significant events and transactions that have occurred since 31
December 2019 relate to the effects of the global pandemic on the
Group’s condensed consolidated interim financial statements for the six
months ended 30 June 2020 and are summarised as follows:

(a)

(b)

Impairment assessment of non-financial assets

Several cash generating units (the “CGUSs”) of the Group related
to dyed fabrics, yarns and garments production were tested for
impairment. The recoverable amount of all CGUs is the higher of fair
value less costs of disposal and value in use. Value in use was higher
in all cases due to the nature of the assets included in the carrying
amount of the CGUSs.

Recoverable amounts exceeded the carrying amounts in these CGUs
based on cash flow forecast, which was probability weighted based
on different scenarios taken into account the length of continuation
and magnitude of the COVID-19 pandemic.

Rent concession received from lessors

The Group has received rent concessions from lessors due to the
COVID-19 pandemic in the form of rent relief (e.g. reductions in rent
contractually due under the terms of lease agreements).

As discussed in note 4, the Group has elected to early apply the
practical expedient introduced by the amendment to Hong Kong
Financial Reporting Standard (“HKFRS”) 16 to all rent concessions
that satisfy the criteria. Substantially all of the rent concessions
entered into during the six-month period ended 30 June 2020 satisfy
the criteria to apply the practical expedient.

The application of the practical expedient has resulted in the reduction
of total lease liabilities of HK$1,813,000. The effect of this reduction
has been recorded as negative variable lease payments in profit or
loss in the period in which the event or condition that triggers those
payments occurs.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

3. IMPACTS OF COVID-19 PANDEMIC (continued) 3. COVID-19KFHITZHE (&)
(c) Government grants (c) BFRL

The Group applied for government support programs introduced 7K £ [F B 35 JE ¥ COVID-19K 7 17 1 Bl
in response to the COVID-19 pandemic. Included in profit or AZ B Z#H5 8 - i A EE T
loss is HK$4,608,000 of government grants obtained relating to BBz TEMBGEEBBN 2 BN
supporting the payroll of the Group’s employees from the Hong Kong 54,608,000/ LAt AlB 4 o AN E R
Government. The Group has elected to present this government grant B R ZEAT AL - IR MR
separately, rather than reducing the related expense. The Group had Yo AEBEABSHUMANEINIE
to commit to spending the assistance on payroll expenses, and not to MY BN EBEATIEE AR
reduce employee head count below prescribed levels for a specified WA BIERRFTIRE MK - REEFZ
period of time. The Group does not have any unfulfiled obligations FT BN A MR BT 2B T

relating to this program.

4. PRINCIPAL ACCOUNTING POLICIES 4. TEEHEE
The condensed consolidated financial statements have been prepared AR E P IFMER DIRE S KA EER
under the historical cost basis. These condensed consolidated financial Blo Il ZRGRFLR G B TR K FTER AR 2 5T
statements have been prepared with the same accounting policies RERB2019F 2 F U MK KB & 18
adopted in the 2019 annual financial statements, except for those that [F) - MEERFE 1A BEfE A2020F1 B1H 25 &
relate to new standards or interpretations effective for the first time for KA E T 2E R S 2 R AERE Y & ST BUR R
periods beginning on or after 1 January 2020. Ghe
In the current interim period, the Group has applied, for the first time, the RAFHEE AEEEEXEA T HE
following new and revised standards, amendments and interpretations EEETRI A MBI A A S E2020F1 A1H
issued by the HKICPA, which are effective for the Group’s financial year FA 2 AR E 2 #a] A S 5T 2R -
beginning on 1 January 2020. CHENVSES: L
Amendments to HKFRS 3 Definition of a Business BAY B wEZER ¥BHEE
FBIRIBETAR
Amendments to HKFRS 7, Interest Rate Benchmark Reform BRI MEERIETH . FIRELERSE
HKFRS 9 and HKAS 39 BB G E LR FE5R
KB BT LR E3957
ZAERT AR
Amendments to HKAS 1 Definition of Material BB ERIE15R BAWER
and HKAS 8 Conceptual REBGETER|E85R
Framework for Financial W s 2 B ESR
Reporting (Revised) ABETA (#485T)
The new and revised standards, amendments and interpretations that are B20205F1 B1H AR Z #a] REIETE
effective from 1 January 2020 did not have any significant impact on the Al EET A R S AN E 2 25 BUR

Group’s accounting policies. ERERERTE-
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

4. PRINCIPAL ACCOUNTING POLICIES (continued) 4. FEGTEEK (B)

The following amendments to HKAS and HKFRS, potentially relevant to the
Group’s condensed consolidated financial statements, have been issued,
but are not yet effective. Except for the amendment to HKFRS 16 COVID-
19-Related Rent Concessions, the other amendments have not been early
adopted by the Group.

Amendments to HKFRS 10
and HKAS 28

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

Amendment to HKFRS 16 COVID-19-Related Rent Concessions?

! The amendments were originally intended to be effective for annual 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.

2 The amendment was issued in June 2020 and is effective for annual reporting
periods beginning on or after 1 June 2020. Earlier application is permitted,
including interim or annual financial statements not yet authorised for issue as
at 4 June 2020.

Amendment to HKFRS 16 - COVID-19-Related Rent Concessions

The Group elected to early adopt the amendment to HKFRS 16 COVID-
19-Related Rent Concessions from the interim period beginning on 1
January 2020.

The amendment allows, as a practical expedient, a lessee to elect not to
assess whether a rent concession that meets the conditions below is a
lease modification.

A lessee that makes this election shall account for any change in lease
payments resulting from the rent concession in the same way it would
account for the change in applying HKFRS 16 as if the change was not a
lease modification.

The practical expedient applies only to rent concessions occurring as
a direct consequence of the COVID-19 pandemic and only if all of the
following conditions are met:

()  the change in lease payments results in revised consideration for the
lease that is substantially the same as, or less than, the consideration
for the lease immediately preceding the change;

TE\J‘JA HAEEEPLRAVIEREREBZ
EAGHER R BBV IEHREEN ZEFTA
Z«Eﬁﬁﬁﬁ ME AR - BB BB S RS VER
F16%R 2 B3] A — EECOVID- 198 B & &
BN SR ARG AL E IR R -

BB REER &ﬁ%ﬁﬁ it
FI0HELRBBEE RNAREER
AERISE285% 2 B ET AN Az EMEE

HESTE!

BBV HREER EACOVID-19% &

FB169 2 BRI &R misEEe

! ZEBFTARRFTR2016F1 A1H K 2 1 5
ﬁAZEﬁHﬂFiiiﬂ AR HEIRE TR,
BroffE AT ICRIEA B RBBIERT Ao

2 IBET 7202046 A 3 {f B 12202046 A

15&21&%%2¢&2$&%Eﬁﬁb& A

FIAFFERIER - BEN2020F6 A4H R
?ﬁ*&%ﬁ%ﬁ@ﬂhﬁﬁiifﬁﬁﬁ%i&i‘%v

EBMBRELDFE165E 21574 — &
COVID-19EBENEEESR
NEERN202051 A1 B A2 T EAHAR &2
RPN E BB SR EEBFE165% 2 B5]
AR—EACOVID- 198N HEEE -

BAERT BT (ERAIITRE DA A AR
BAHENTEA TR ESEEETER
HEER-

EEAEHIDEER  BEHSESELED
HEMROTAEBAR HARIZED
WIFHE M EREEHHREERE
165% Y B B A ABR AR -

BERITTHEETDAEE MR IA TAE RIS
T A BB RN COVID-19XRITHE
EFEMEEANESESR:

) EENFNEBEHETHENKE:
HEREFHANHERBERBERZE
R RE



EERE(EE)FARST 2020F F R &

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

PRINCIPAL ACCOUNTING POLICIES (continued)

Amendment to HKFRS 16 — COVID-19-Related Rent Concessions
(continued)

(i) any reduction in lease payments affects only payments originally due
on or before 30 June 2021 (for example, a rent concession would
meet this condition if it results in reduced lease payments on or before
30 June 2021 and increased lease payments that extend beyond 30
June 2021); and

(iiy ~ there is no substantive change to other terms and conditions of the
lease.

Accounting for the rent concessions as lease modifications would have
resulted in the Group remeasuring the lease liability to reflect the revised
consideration using a revised discount rate, with the effect of the change
in the lease liability recorded against the right-of-use asset. By applying
the practical expedient, the Group is not required to determine a revised
discount rate and the effect of the change in the lease liability is reflected in
profit or loss in the period in which the event or condition that triggers the
rent concession occurs. The effect of applying the practical expedient is
disclosed in note 3(b).

Except as amendment to HKFRS 16 COVID-19-Related Rent Concessions
described above, the Group has already commenced an assessment of
the impact of adopting the other amendments to HKFRSs and HKASs to
the Group. The directors of the Company (the “Directors”) anticipate that
the application of these amendments to HKFRSs and HKASs will have no
material impact on the Group’s financial performance and positions and/
or the disclosures to these condensed consolidated financial statements of
the Group.

USE OF JUDGEMENTS AND ESTIMATES

In preparing these condensed consolidated interim financial statements,
the significant judgements made by the management in applying the
Group’s accounting policies and the key sources of estimation uncertainty
were the same as those that applied to 2019 annual consolidated financial
statements.

However, as disclosed in note 3, the effects of COVID-19 have required
significant judgements and estimates to be made, including:

(@)  Whether rent concessions satisfy the criteria to be accounted for
using the practical expedient introduced by the amendments to
HKFRS 16;

(b)  Assessing whether the entity has reasonable assurance as to whether
it will comply with the conditions attached to government grants; and

FTESEBER (B)

ERMBRELENE16H 2ERTA -8R
COVID-19FRAMEESERE (&)

(i) HEENFEEMRAERZRER2021
F6HA30H k2 AR HARY S FR (a0 - s
S EREH2021F6530H sk 2 AT il
E R FOR A 202146 A30R 2 &7
ERFIE - BIER R U EH) : &

i)y FEEREAMERRIGFLEEE S
o

RHEEEAREASEEENSEHAEE
ENTERERBENERACETNRER
BREERTAIE - WSt I A A B 1 &%
SHERBESH FE - BBEANITER
O AREBABERLERT RS MEE
BEEPIXENEYHESERZEMHHIF
HESZHEZBEARBK - BRAAITEE
TEZFZED RSP

Br ORI B A I TS RS 2RI ZE 1658 2 85T
AR—HBHCOVID-19B M SER 2N R
B2 AR ERAE M E AN B mELERE
YR EANEI A AREEANT RS
T - ARRIEE ([EE])EFHEREHE
P mE RN RBEAG T EANZEFE]H
T ARE BN IERIR MR &AL
BERZEEPLREVBHREREREEENE

B2 488
-2 X

156 PR ) T % fh 5T

RIREZ AR A T SRR BREF
EEEREAAER G EERE REFHTE
TFEZEZ EBHORFTEL 2 EAHETEI2019
FEERAVBRRATEREER-

SAT » SNBSS #E EE + BECOVID-19FTE 4
FETSRERERHE KA B

(@) HEBBEENAEMRTBUHRSE
A6 ZAERT AN S| AZ RIATHEE TS
FETARZRE:

b) FHEE

RBESAGAEBBIAZAELR
& B

BEFTH S 2 164+ T2



(BN Fountain Set (Holdings) Limited

Interim Report 2020

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

5. USE OF JUDGEMENTS AND ESTIMATES (continued)

(©)

Calculating the recoverable amounts for the CGUs that exhibit
indicators of impairment as at the period end, and determining the
amount of impairment on non-financial assets attributable to the
CGUs.

Additionally, while the changes in the following estimates and judgements
have not had a material impact on the Group, the effects of COVID-19
have required revisions to:

(@)

Determining the net realisable value of inventory that has become
slow moving due to the effects of COVID-19;

Estimates of customer returns and the determination of the Group’s
methodology for estimating the transaction price for sales subject to
rights of return;

Estimates of expected credit losses attributable to trade receivable
arising from sales to customers on credit terms, including the
incorporation of forward-looking information to supplement historical
credit loss rates; and

Assessment of the Group’s ability to continue as a going concern.
Although the Group has experienced downturns in several segments
by location during the period, the Directors do not consider that
there are material uncertainties that cast doubt on the Group’s
going concern status over the course of the next 18 months. This
judgement was made with consideration of the Group’s liquidity
position, given the underlying strength of the statement of financial
position, the maturity dates of existing borrowings, the availability of
undrawn finance facilities in place, and based on the assumptions
and potential scenarios modelled as described in note 3, alongside
the Directors’ proposed responses to each scenario. Under each
scenario, mitigating actions are all within management control, can be
initiated as they relate to discretionary spending, and do not impact
on the ability to meet demand. No significant structural changes
to the business are assumed to be required under each scenario.
Under each scenario, after taking mitigating actions as needed, the
forecasts indicate that it is appropriate for the going concern basis to
be adopted in preparing the interim report and financial statements,
and that there are no material uncertainties over the assumptions
underpinning this judgement that are required to be disclosed.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

REVENUE AND SEGMENT INFORMATION

The board of directors of the Company (the “Board”), i.e. the chief
operating decision maker, regularly reviews the operating results and
financial information based on distinct geographical areas of location of
customers, including Hong Kong (place of domicile of the Company), the
People’s Republic of China (the “PRC”), Taiwan, Korea, Sri Lanka, America,
Europe and Others (i.e. representing other geographical locations mainly
Bangladesh, Vietnam, Singapore and Macau). All of these geographical
areas are operating segments except “Others” which is an aggregation of
operating segments.

The following is an analysis of the Group’s revenue and profit from the
production and sales of dyed fabrics, yarns and garments and results by
reportable segments for the period under review.

Six months ended 30 June 2020 (unaudited)

HongKong  The PRC Taiwan Korea  SriLanka
B H 2l B8 EERF
HKS000  HK$U00  HKSO00  HKSUOO  HKS0O0
TEn TEn TEn FEn TEn

ARAEZR([EFg]) (MXTELER
RE)RBER P AEL R TR &R B E
HEHEEXRENMBER BREE (X
REIFEH) FEARK %DI(FEFIJ)
B8 BE- HEMF - ZMN BUNREMm
B (BIfE R b & szﬁ’_'r?ﬂl]h.
;tﬁ N KORPT) - ARSI E R

B[Rtk | ARGe 2280
%EO

AT RAEEREBERERESENHES
o W RKIZAIERD BB D 2 EEB R
BNA KRB PREZ 2T

#H £2020F6H30H LL61@ A (KREERK)

Segment

America Europe Others total Eliminations Consolidated

EJil Bl EMHE SR4E Hi Fa

HKSO00  HKSUOD  HKSUOO  HKSOOD  HKSUOO  HKSUOO
FEn FEn FEr FEn Fén FEn

REVENUE 3
External sales HiEE 279,009 638,620 176,899 156,503 279,407 79,493 19,563 470,240 2,099,734 - 2,099,734
Inter-segment sales frotg) - HEREHE (f2) 1,203,918 405,270 - - 66,517 - - 46034 1,721,734 (1,721,734) -
Totel segment revenue  HEEFRAE 1462922 1,043,890 176,899 156,503 345,924 79,493 19,563 516214 30821468  (1,721,734) 2,009,734
RESULTS &
Segment prof ARERF 15,920 52,201 18,285 11,720 13,315 1,178 1,465 33,048 143,008
Interest income FBHA 3,856
Unallocated income RATMA 2,449
Unallocated expenses ~~ RARZ I (147,950)
Finance costs BEMK (10,800)
Share of proft of an el AN R

associate 226
Loss before income BERERZLAE

tax expense (9,211)
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

R BR AR & I RS B R BT 5L (AR

6. REVENUE AND SEGMENT INFORMATION (continued)
Six months ended 30 June 2019 (unaudited)

Hong Kong The PRC Taiwan Koea  Srilanka
(30 hE RE g8  EEFT
HKS000  HKSOOO  HKSOOD  HKSUOO  HKSUOO
& FET AL AT AT

6. EEENRSEESN(E)

HZE2019F6 5301 1F61E A (REEZ)

Segment
America Europe Others total  Eliminations ~ Consolicated
Sl B REfE  HREE o} &4

HKS000  HKSOOO  HKSODD  HKSUOO  HKSDOO  HKSUOD
AL T FET &L T FiEr

REVENUE 58
External sales HohgE 620,145 811,865 371,465 423,068 421,084 235,010 17,130 488626 3,388,393 - 33883%
Inter-segment sales frog) - HBEEE () 2054130 1,069,574 - - 143,701 - - 77,780 3345185 (3,345,18)) -
Total segment reverve ~ AREEBEME 2674275 1,881,439 371,465 423,068 564,785 235,010 17,130 566406 6733578 (3,345,185 3,388,393
RESULTS E4
Segment proft SEEH 56,276 88,650 37,783 43,005 34,652 14,945 1,742 48,866 325,919
Interest income HMEHA 4103
Unallocated income FARUA 3711
Unallocated expenses ~~ RAEH M (199,280)
Finance costs BEANK (19.476)
Share of proft of an EE-HBERE R

associate 286
Profit before income tax ~ BRETER X HATRF

expense 115,263

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

Wiz D RRHEE 2 ERH2REF ZTIHER
& E °

DRBENIEE S BEMREREO AR 2 I &
FEARRITHRRAREMER (BEEFE
ERMZERRMNHAN EFME RITE
%) REWE ME BERREREM
BVEEZITEREH FBRA W% #
BRREREBRERHE MBEEE &
BRA - FIE—HBERRZENE W)
REBRDEMEMHEMAESSER R

%o
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

6. REVENUE AND SEGMENT INFORMATION (continued) 6. EXBRIEEH(E)

Disaggregation of revenue EEEDT
Disaggregation of revenue from contracts with customers by products and REMRRBERABARBE S HE PSR
timing of revenue recognition are as follows: ADFIAT

(Unaudited)

(REER)

Six months ended 30 June
EZE6H30H 1618 A
2020 2019

HK$’000 T & 7T HK$'000 T7&7T

Revenue from contracts with BB REZERF155
customers within the scope of HERNNEFARKA:
HKFRS 15:
Production and sales of dyed ERHERMRY
fabrics and yarns 1,851,603 2,963,069
Production and sales of garments FUE RIHEK K 248,131 425,324
2,099,734 3,388,393
Timing of revenue recognition: R AR :
At a point in time TR A B 2,099,734 3,388,393
Transferred over time BERF 8215 - -
2,099,734 3,388,393
7. FINANCE COSTS 7. MEHRAX
(Unaudited)
(REEZ)
Six months ended 30 June
HZ6H30H L6 A
2020 2019
HK$°000 F&T HK$’000 F&T
Finance costs on: B ERKAS
Bank borrowings RITIEE 6,266 14,303
Lease liabilities HEBE 4,534 5,173

10,800 19,476
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

8. INCOME TAX EXPENSE 8. FiBEHixH

(Unaudited)
(REEZ)
Six months ended 30 June
E Z£6H30H 1618 A
2020 2019
HK$’000 T & HK$'000 F;& 7T

Current tax: = HIERIE
Hong Kong B 152 13,457
The PRC H 9,644 12,121
Other jurisdictions H b a) kb [E 755 4,110
10,551 29,688
(Over)/under provision in prior years: BEFE (FBEEEE)
BETR:
The PRC H (454) 745
Other jurisdictions Hfba) kb 555 783
101 1,528
Deferred tax: IEEF IR -
Hong Kong 5 (1,900) (882)
The PRC H (1,041) (5,354)
Other jurisdictions H R A = (490) (314)
(3,431) (6,550)
7,221 24,666

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

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

Pursuant to the relevant laws and regulations in Sri Lanka, the tax rate of
Sri Lanka subsidiary is 14%.

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

REFEMNEHMAS - AAR—HAEE
&L S EY B X B Y E 2,000,000/ TT & aR T
B 2 Bl % /38.25% - i 84 T &Y FE R & 7
Z IR 316.5% ° TR & FF M AR B E K
MEMEEER B HEBRTEE165%
AR

BIBERRCEMESHE ([REMERIE])
REEESREERIES  TERBARZ
Fi R B25% °

REHBEREBIERIER HEHR
B AR ZHER14% °

B FEIIE 2 BURR IS B B R
ME B
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

9.

(LOSS)/PROFIT FOR THE PERIOD

R AR & M RS R R Y RE ()

=HE (B8 BF

(Unaudited)
(REBER)

Six months ended 30 June
B Z6A30H L6 A

2020
HK$°000 F+ ¥t

2019

HK$'000 F&T

(Loss)/profit for the period has been = HIfE (E518) /BF 2,
arrived at after charging/(crediting): (5t A) T%I|& I8 :

Amortisation of other intangible assets £ 2 & 7= 2 # $4

Depreciation of investment properties &M 2T E

Credit relating to negative variable ~ st ATAEEEE2
lease payments not included in BFHEENFTERAE R
the measurement of lease liabilities*  ( ##7%)
(note)

Depreciation and impairment of Vst WS MR 2 ITE RORE
property, plant and equipment

Depreciation of right-of-use assets ~ FAEEEZTE

Employee costs (including directors’ 1BERK A (BIEEEEE)
emoluments)

(Gain)/loss on disposal/written-off of & MisE ¥  #E K
property, plant and equipment’ FEz (W) Eia

Government grants* AT # B

Provision for impairment loss on trade % 2 & Z & & U708 ~

and bills receivables, net* BEBKBEFE
Interest income* F B A
Net exchange losses/(gains)* bE N E1E (Wzs) FE!
Net rental income from investment ~ REYE 2 HE WA FE"

properties®

1,508
1,748

(1,813)

80,013
15,521

354,492

(1,440)
(9,081)

11,858
(3,856)
7,927

(5,643)

1,508
1,783

109,144
14,215

492,129

897
(3,227)

9,370
(4,103)
(2,727)

(5,201)

*

Included in other revenue
# Included in other gains and losses

Note:Negative variable lease payments represent COVID-19-related rent
concessions reduced lease payments provided by lessors.

Y BREEMKRAR

f BREHMKRERERR

frat . B BRENFAHEARMECOVID-19

BB HEENRNESES-
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10. DIVIDENDS

10. IRE

(Unaudited)
(REEZ)
Six months ended 30 June
H Z6H30H 1618 B

2020
HK$°000 F+ &t

2019
HK$'000 F&T

Dividend recognised as distribution during
the period:
2019 final dividend of HK9.28 cents
(2018 final dividend: HK10.64 cents)

EHHEEERB/DIRZ RS

2019F R HIRL B
Fh%9.287% 1l (20184

per share RERRE B - = #10.647810) 113,683 130,071
2019 special dividend of HK1.16 cents 2019F FF RIIf% B
(2018 special dividend: HK1.33 cents) 11681l (20184
per share FERINE B - &R%1.337810) 14,210 16,259
127,893 146,330

No interim dividend in respect of the six months ended 30 June 2020 has
been declared by the Board (six months ended 30 June 2019: Nil).

The final dividend of HK9.28 cents in respect of the year ended 31
December 2019 (2018: HK10.64 cents) per share, amounting to
approximately HK$113,683,000 (2018: HK$130,071,000) in total, and
the special dividend of HK1.16 cents in respect of the year ended
31 December 2019 (2018: HK1.33 cents) per share, amounting to
approximately HK$14,210,000 (2018: HK$16,259,000) in total, had
been approved by the shareholders at the annual general meeting of the
Company held on 8 May 2020 and was paid during the six months ended
30 June 2020.

BEeWETIREE2020F6 A30H 1F61E A

ZHHIRG B (B E2019F6 8301 1H61E A :
=) o

HE2019F12AB1IH I FE 2 KRR EE
[f%9.2878 1l (20184 : BIX10.64781L) - &
#9113,683,000/% 7T (20184 : 130,071,000
BT AREEC019F12A31B IEEE 2
BRI B & R1.1655 L (20184 : & %1.33
Bl A H£4914,210,00078 7T (20184 -
16,259,000/ 7T ) ' B 7A2020F5A8H 17
ZANFIREBF NG FERELE WE
REZ 202056 A30H 161 A WK »
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

11. (LOSS)/EARNINGS PER SHARE 1. B (&518) BF

The computation of the basic (loss)/earnings and diluted (loss)/earnings AARHEE ARGBRER (E18) &F
per share attributable to owners of the Company is based on the following KEE (E18) B TRETYISIETHE -
data:

(Unaudited)

(REBEERK)

Six months ended 30 June
B Z6A30H LL61@ A
2020 2019

HK$’000 F % T HK$'000 F&T

(Loss)/earnings (E8’|) BA

(Loss)/profit for the period attributable Ftat & FAEAR (E5i8) & F|
to owners of the Company for the M58 (&) ‘BAFA 2
purpose of computation of basic ViN/NSIE PN R P 1T
(loss)/earnings and diluted (loss)/ (E18) &7

earnings per share (15,154) 82,685
(Unaudited)
(REBER)
Six months ended 30 June
H Z6H30H 1L-6{E A
2020 2019
Number of shares RoER
Weighted average number of RAEERER (BB) BF

ordinary shares for the purpose of At Fi 2 & @I AN #E S 5 8 B

computation of basic (loss)/earnings

per share 1,225,026,960 1,213,5658,396
Effect of dilutive potential ordinary BRI RITE B

shares in respect of share options HEgErEaRk o2

outstanding - 889,195
Weighted average number of R EEREE (B518) &F
ordinary shares for the purpose BT 2 & m Ak e 5 & B

of computation of diluted (loss)/
earnings per share 1,225,026,960 1,214,447 591
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RSB RRME (&)

11. (LOSS)/EARNINGS PER SHARE (continued)

(a)

(b)

Basic (loss)/earnings per share

The computation of basic loss per share for the six months ended
30 June 2020 (six months ended 30 June 2019: basic earnings per
share) is based on the loss attributable to ordinary equity shareholders
of the Company of HK$15,154,000 (six months ended 30 June 2019:
profit attributable to ordinary equity shareholders of the Company of
HK$82,685,000) and on 1,225,026,960 (six months ended 30 June
2019: the weighted average of 1,213,558,396) ordinary shares in
issue during the period.

Diluted (loss)/earnings per share

The Company had no potentially dilutive ordinary shares outstanding
for the six months ended 30 June 2020. The computation of diluted
earnings per share for the six months ended 30 June 2019 was
based on the profit attributable to ordinary equity shareholders
of the Company of HK$82,685,000 and the weighted average
of 1,214,447,591 ordinary shares after adjusting for the potential
dilutive effect caused by the share options granted under the share
option scheme (note 20). Its computation is done to determine the
number of ordinary shares that could have been acquired at fair value
(determined as the average market price of the Company’s ordinary
shares) based on the monetary value of the subscription rights
attached to the outstanding share options. The number of ordinary
shares calculated above is compared with the number of ordinary
shares that would have been issued assuming the exercise of the
share options.

12. MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT

13.

The Group incurred expenditure of HK$48,257,000 during the six months

ended 30 June 2020 (six months ended 30 June 2019: HK$43,295,000)
on property, plant and equipment to expand and upgrade the Group’s
manufacturing facilities.

MOVEMENTS IN RIGHT-OF-USE ASSETS

During the six months ended 30 June 2020, the Group entered into
new lease agreements for use of production equipment for 2 years
and a warehouse for 5 years, and therefore recognised the additions to
right-of-use assets of HK$1,295,000 (six months ended 30 June 2019:
HK$17,349,000).

1. 2R (BE8) BF (8)

(a)

(b)

BREX (BB B

#H E2020%6 A30H 1618 A 2 &%
HEAREE (A ZE2019F6 8308 161
B EBRERAF) THIRBBAKRA BT
MR A A (G E51815,154,000
7B 7T (B 22019F6 A30H 1-61E A :
ARREBBRBREREABRGERT
82,685,000/8 L) R B BT EBRE B
1,225,026,9600% (#, £201946 A30H
LE6ME A - hn#E 58 B 1,213,558,396
B FE -

BREBE (B8 BR

HZE2020F6 8308 [F61E A - A A A
mEThc BET B ErE LR
fi% - H Z=2019F6 A30H 1-61E A 2 &%
BERF TN AREARIRE R B (Y
F20) B s RS B e
2% IREBEAQR T RRRESE AR
15 Z 782,685,000/ 7T K iNAEF 5 & A
1,214,447 591 % LB T E - EARIR M
RITEREEREN S« REGE c BBE
BB RATEE (BEEARARE
R FHIME) BB L BREE -
FHFrETE 2 BB E B g EREIER
EETE IR T 2 TR B B
B o

12. YR HBERRE2EE

AN E B A E 2202056 A30H 1H61E A - A&
ARRAAEBE ZEERBMARDE-

28 & 5% 18 B B S B48,257,00008 T (&
2201946 A30H L61E A : 43,295,000/

13.

JT)

EREEE2SH

RE E2020%F6 5308 1-61E A @ A&
MEREEREBE QF)REBE (5F)F] 2
FHERGZ AUBERERAEEEEM
1,295,000/ 7t (& £201946 A30H 161
A :17,349,0008 7T ) °



EEEE(EE)FRSE

2020 F Hj# & REED

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

14. INVENTORIES

R AR & M RS R R Y RE ()

HK$’000 F % T

14. E&
(Unaudited) (Audited)
(RECEZ) (f&#EZ)
At 30 June At 31 December
A6H30H MW12A31H
2020 2019

HK$'000 F&T

Spare parts Ak 37,890 35,597
Raw materials = 325,320 489,695
Work-in-progress F 2P 313,548 422,006
Finished goods BURK fh 293,422 308,608

970,180 1,255,906

15. TRADE AND BILLS RECEIVABLES/PREPAYMENTS,
DEPOSITS AND OTHER RECEIVABLES

The Group allows a credit period ranging from 30 days to 60 days to its
trade customers. The following is an ageing analysis of trade and bills
receivables based on the invoice dates, as at the end of the reporting

period:

& K E A B WRRIR

15 E¥REBERWFTE FEMRE &

REBREN FIOREOREEHTHEE
BEP -BXMERRYGARBEZEZAHRN

HERRORE DT

(Unaudited) (Audited)
(REEZ) (RE®Z)
At 30 June At 31 December

A6H30H MW12A31H
2020 2019

HK$°000 F+ ¥t

HK$'000 F&T

Within 1 month 1E@ AR 522,192 667,466
1 to 2 months 12218 A 276,518 322,236
2 to 3 months 2% 3{E A 137,513 93,737
Over 3 months SEAMU E 135,862 61,093

1,072,085 1,144,532
Less: allowance for doubtful debts & : RER & & (25,224) (14,538)

1,046,861 1,129,994

Other receivables as at 30 June 2020 represented value-added tax
recoverable of HK$41,398,000 (31 December 2019: HK$57,036,000)
and prepayments, deposits and other receivables of HK$71,592,000 (31

December 2019: HK$70,528,000).

7202056 H30H + H b fE I 5 I8 Jh 45 T Ik
O] 4% {5 #341,398,000/% 7T (2019412 A31
H : 57,036,000 70 ) KA RIE - iEe M E
fth, JFE YR FXTE71,592,00058 7 (20194512 531

H : 70,528,000/ 7T ) °
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

R BR AR & I RS B R BT 5L (AR

16. TRADE AND BILLS PAYABLES/OTHER PAYABLES AND
ACCRUALS

RESTER

(Unaudited)
(REER)

At 30 June
H6H30H
2020

HK$’000 F & T

16. EXREBENFR HitbEARE

(Audited)
(Fe®'Z)

At 31 December
MW12H31H
2019

HK$'000 F&T

Trade payables & E T R 392,197 640,537
Bills payables R EMNFIE 53,201 183,261
445,398 823,798

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

EELEBRRMNFARER AR FERR

HBREC DATINT

(Unaudited)
(REERZ)

At 30 June
A6 H30H
2020

HK$’000 T & 7T

(Audited)
(f&#&Z)

At 31 December
M12H31H
2019

HK$'000 T7&7T

Within 1 month 18 A A 298,976 627,948
1 to 2 months 12218 A 94,634 117,429
2 to 3 months 2Z31E A 23,830 38,800
Over 3 months S31E A £ 27,958 39,621

445,398 823,798

Other payables and accruals as at 30 June 2020 represented other
payables of HK$78,872,000 (31 December 2019: HK$98,961,000) and
accruals of HK$126,263,000 (31 December 2019: HK$167,902,000).

M2020F6 H30R - KM T g 1B R fERH B
A 8 H 4 JiE 1~ 3 7E 78,872,000 JT (2019
F12A31H : 98,961,000/ 7T ) M fE =1 &
Fi126,263,000/% Jt (20194 12H318 :

167,902,000 7T ) °
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

17. BANK BORROWINGS

During the six months ended 30 June 2020, the Group obtained new
bank borrowings of HK$432,426,000 (six months ended 30 June 2019:
HK$742,590,000) and made repayments of HK$51,560,000 (six months
ended 30 June 2019: HK$814,558,000). These bank borrowings obtained
and repaid were 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 rate of bank borrowings of the Group is 2.82%
(81 December 2019: 3.81%) per annum and are repayable by installments
over a period from one to three years. All bank borrowings were unsecured
for the six months ended 30 June 2020 and the year ended 31 December

R AR & M RS R R Y RE ()

17. BITEE
#H Z=2020F6 A30H LE61E A + AAEBEEUS
iR 1718 5432,426,00078 7T (# £20199F6 A
308 16 A : 742,590,00078 7T ) M T B &
51,560,000/ 7T (& 2201946 A30H 16/
A 814,558,000/ 70) - Z EE WM REE
BZRTEBEEZUNE T (BT EET
(IETDFHE-FEEZRITEEDEER
EEERANRITEENBIEAEE 2 &

AEBBRITEEZTEATEEBE - ALER
TEE 2 P ERFFE B2.82% (20194
12A31H :3.81% ) * WAR I T14F =34 &
R B8R - £ 2202056 A30H 1-61E A
LEZE2019F12A31H I FE - FraRITHE

2019. B REER-
18. SHARE CAPITAL 18. IR A
(Unaudited) (Audited)
(REER) (EF%)
At 30 June 2020 At 31 December 2019
202056 H30H 2019612 A31H
Number Number
of shares HK$’000 of shares HK$000
Y gk 4] FE R & H FET
Ordinary shares, TR 28Tk
issued and fully paid e
At beginning of the period/year REE AT 1,225,026,960 889,810 1,205,026,960 865,716
Exercise of share options 171 BB AR 1 - - 20,000,000 24,094
At end of the period/year R ER 1,225,026,960 889,810 1,225,026,960 889,810
In accordance with section 135 of the Hong Kong Companies Ordinance RIBEEAB R RG] ($622F ) 135K - ~A
(Cap. 622), the ordinary shares of the Company do not have a par value. AT BRI EEEEE
19. CAPITAL COMMITMENTS 19. BEAREIE
(Unaudited) (Audited)
(REERZ) (f&&Z)
At 30 June At 31 December
A6H30H M12AH31H
2020 2019

HK$’000 F % T HK$'000 F& T

BERBEME HELREL
ERANER SRR A R BRK
ABEELREZERRAX

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

90,565 84,406
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

20. SHARE-BASED PAYMENT TRANSACTIONS

The 2011 Scheme

The Company adopted a share option scheme (the “2011 Scheme”)
pursuant to a resolution passed by the shareholders of the Company at
the extraordinary general meeting (the “EGM”) held on 20 January 2011
(the “Adoption Date”). The purpose of the 2011 Scheme is to provide
the Company with a flexible means of giving incentive to, rewarding,
remunerating, compensating and/or providing benefits to the Participants
(as defined in the 2011 Scheme) and for such other purposes as the Board
may approve from time to time.

The Participants of the 2011 Scheme include (i) any directors or any
employees (whether full-time or part-time) of the Company and its
subsidiaries, associated companies, jointly controlled entities and related
companies from time to time (the “FSH Group”); (i) any discretionary
objects of a discretionary trust established by any directors or any
employees (whether full-time or part-time) of each member of the FSH
Group; (iii) any consultants, professional and other advisers to each
member of the FSH Group (including their employees or executives or
any persons, firms or companies proposed to be appointed for providing
such services); and (iv) any chief executives or substantial shareholders of
the Company, provided that the Board may have absolute discretion to
determine whether or not one falls within the above categories.

The maximum number of shares which may be issued upon exercise
of all options to be granted under the 2011 Scheme and the maximum
number of shares which may be issued upon the exercise of all options
to be granted under any other share option schemes of the Company (if
any) are in aggregate equal to 10% of the total number of shares in issue
as at the Adoption Date, i.e. 79,401,096 shares. Under the 2011 Scheme,
share options comprising 26,100,000 shares were granted on 19 January
2018. The share option was fully vested after 12 months from the date
of grant and the exercisable period of share option was from 19 January
2019 to 18 January 2020. The closing price of the shares immediately
before the date of grant was HK$1.07 each. Among those granted on 19
January 2018, share options comprising 5,800,000 shares lapsed during
the six months ended 30 June 2020 due to non-exercise during the pre-
determined exercisable period.

20. ARG BER Z IR S

20115518l

RABMRIER20114F1 208 ([#4H )%
TZERENRS ([REFAE]) L&
RNARREBIB Y —ERHRRN—IEHER
T8 ([2011F 5T E]]) - 2011 F BB £
BYARR—BEEHR UASEE (1
201 FRTBIFTER ) 44 TR - 285 - BH & -
BN K2, SR EFIE R E R e A TR
HEZHMER -

01 FFHEl 2 2HERF()AR AT HTE
KB AT ABEEQR KRAESIAR &
M AR ([FSHER ) T E E i F
EE (TREMFB) ; () FSHEREX
BRRIMNEREZESHEMBE (TR Bk
RE) T 2REANTNEZEZREA
(i) FSHEE B & A B R AW E R A AR R - &
ERAEMER (BERSEENIITHRAEL
BERRHZERBHTMAL BRI
a) RWARAIMEMEZITHRABESE
ERF - EESEE2ENBEAEERMNAL
EEBR LER -

EITERIE2011 F 5T EIHS TR LA FT A R
BRADN B AR T & (nF)IE
T T R FTE B AR T T8 1 1) BE B AT
RN BE FLEHREENEMBEET
&7 B EHI10% - BIZL B /479,401,096 < 1R
B0 ET 2] 20181 A190HE K E &
£ 26,100,0000% % 17 < i % 1 - B i i B %
B HIRR12(E B4 RSB - misRREMNTT
FHRA2019%1 198 £2020F1 A18H « i
MRBEERT BHF 2 WM E ATRR1.075
JLo 2018 F1H19B K T HEAREF - H
5,800,0000% 1% {7 2 H& I #E 7 8 22020F 6 A
30H E6ME A A - RRAETRLE E 2T HA
RIETTEE MR



EERE(EE)ARAT 2020 B HF e

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

20. SHARE-BASED PAYMENT TRANSACTIONS (continued) 20. AR BE# AKX S (B)

The 2011 Scheme (continued)

The total number of shares issued and to be issued upon exercise of the
share options granted and to be granted pursuant to the 2011 Scheme
and any other share option schemes of the Company to each Participant
(including exercised, cancelled and outstanding options) in any 12-month
period shall not exceed 1% of the total number of shares in issue (the
“Individual Limit”). Any further grant of share options in excess of the
Individual Limit shall be subject to shareholders’ approval with such
grantee and his close associates (or his associates if such grantee is a
connected person) abstaining from voting.

In addition, share options granted to a substantial shareholder (as defined
in the Listing Rules) of the Company or an independent non-executive
director or any of their respective associates (as defined in the Listing
Rules) in any 12-month period up to and including the date of such
grant in excess of 0.1% of the shares in issue and having an aggregate
value, based on the closing price of the shares at the date of each grant,
exceeding HK$5 million must be approved by shareholders in general
meeting in advance.

The exercise price is determined by the Board at the date of grant and
should be the higher of (a) the average of the closing prices of each share
as stated in the Stock Exchange’s daily quotation sheets for the five
business days immediately preceding the date of grant; and (b) the closing
price of each share as stated in the Stock Exchange’s daily quotation
sheet on the date of grant. The amount payable on acceptance of the
share option granted is HK$1.00. Acceptance must be made within a
period from date of grant to such date as the Board may determine and
specify in the offer letter (both dates inclusive). The Board is empowered to
impose, at its discretion, any minimum period that an option must be held
at the time of granting any option. The option period of the share option
granted is determined by the Board at the time of offering the grant and, in
any event, shall not be longer than 10 years from the date of grant.

The 2011 Scheme shall be valid and effective for a period of 10 years
commencing on the Adoption Date, after which period no further share
option will be granted.

As at 30 June 2020, there were no outstanding share options (31
December 2019: 5,800,000) under the 2011 Scheme.

20116 5T 8 (&)

PEA2ME A B R B AR 52011 4F 5H &) Kk R
AR MEMBRETER T REETES
SEENBRE (BEDTE FHEREE
TERERE) BITEMDARE TEHITH
fefrtag TNMSHBBE EITROEEM1%
([MERIBREE) - # — BB [ RIR
BB BB IR BITHOE - F AR W
ZEBAREETHBHEA (KEBEA (1
ZEAEBRANBRBEEAL) VBRERR-

AN REZE R EEERH BB ER12
EABEA MARRZEERER (FTER
ERAD B ERTEETIRETEZ
FABEAL (EER ETHRAHE) X
HBEAAREETRM201% BBE
(EBRMREREABZKMENE)EE
5,000,000/ 7T 2 BE A i - HELERRE ARG
R L

TEERESINRER TRRESET -
BHEATHRSE  @QRBERIEZER
Bz ARAEEEBRBIMEH 2S8R
BRIARZBREMDFHRNE: RORIER
P BRE Y ARB R Et c SRRER
FrR 2 SRR D IR T (B - B AT IR BE AR A 1Y
REABI0BL-HEERTIBHEEES
AeeET s BHEAM(AEENERFTIER)
(BEEEMA)ABEX BECEENRH
B NAER BT RE M AR A BRENT
AISEHR - EBREZITFEHRRAEEER
RER FERERSEE HEEANBRT /@
B B HRRET TS EBBE10F -

COMERIEIZBEMMBRMBRER B
105 - REZ IR EAS TR B IR T RE iR -

MR2020F6 A30H » 2011512 T I £ 14 &
171 B BB A% #E (201912 5318 1 5,800,000
RERZAD) °
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

20. SHARE-BASED PAYMENT TRANSACTIONS (continued) 20. AR BE#RNRX S (&)

The 2011 Scheme (continued) 2011518 (&)
The following table discloses movements of the Company’s share options TRFFEAR B AEZ202096 A30H 1618
granted under the 2011 Scheme during the six months ended 30 June ABRIBR20 M Frr 8 e R L kg - #
2020: K
(Audited) Cancelled/ (Unaudited)
(BER) Lapsed/ (R&ERZ)
Outstanding Exercised Forfeited Outstanding
Exercise at 1 January during during  at 30 June
Scheme Date of grant price 2020 the period the period 2020
20206 BRE 20205
1818 B3 VS 6A30A
HE | R A 8 e HATE HRABTE /B i RATHE
Employees 2011 19 January 2018  HK$1.10 5,800,000 - (5,800,000) -
EE 2011 2018%F1H19H 1.10% %

Exercisable as at 202061818,/
1 January 2020/ 20206 A30H

30 June 2020 A7 5,800,000 -
The following table discloses movements of the Company’s share options TRFBEBEARRQBAEHZ201946 A30H (H61H
granted under the 2011 Scheme during the six months ended 30 June AEBRIB20 M FETElE R D gk i - &
2019: (=D

(Audited) Cancelled/  (Unaudited)

(&) Lapsed/  (FR&EHEZ)

Exercise  Outstanding Exercised Forfeited  Outstanding

price  at1 January during during at 30 June

Scheme Date of grant (Note) 2019 the period the period 2019

P20195F HHE 720195

T2 E 1A18 BRI 6A30H

el REBH (Hizt) MATE  HARRTHE /R BARITE

Category 1: Director 2011 19 January 2018 HK$1.10 1,800,000 (1,000,000) - 800,000
FUHEZ 2011F  2018F1R198  1.10ATT

Category 2: Employees 2011 19 January 2018  HK$1.10 24,300,000  (16,450,000) (300,000) 7,550,000
FHE EE 2011F  2018F1R198  1.10ETT

Total of two categories R LRI A £ 26,100,000  (17,450,000) (300,000) 8,350,000

Exercisable as at R2019%1 818,/
1 January 2019/ 20196 430H
30 June 2019 ATIE - 8,350,000

Note: The weighted average closing price of the shares immediately before the dates Hfet - BEEERERRETTEE B HARTAR (D 6 D S35 UL
on which the options were exercised was HK$1.35. MEA 1.358 T
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
RSB RRME (&)

20. SHARE-BASED PAYMENT TRANSACTIONS (continued) 20. AR BE# AKX S (B)

The 2011 Scheme (continued)

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

201158 (B)
LATNRER T e BB 2 AT (EE:

Under the
2011 Scheme

Share options

granted on

19 January 2018

BIE2011F 5 2

7201841 A19H

B A R

Number of options RSB 26,100,000
Grant date fair value RERABAFEE HK$2,732,0007% 7T
Grant date share price BREBHBZRE HK$1.1058 7T
Exercise price T E HKS$1.105% 7T
Suboptimal exercise factor RBITHEREZE 2.86
Contractual life B A FH 2 yearstF
Expected volatility TERT K 1R 23.81%
Dividend yield IRE = 4.82%
Risk-free interest rate B\ F1) & 1.28%

The Polynomial model has been used to estimate the fair value of the
share options granted on 19 January 2018. The variables and assumptions
used in computing the fair value of the share options are based on the
Directors’ best estimate. Changes in variables and assumptions may result
in changes in the fair value of the options.

At the end of each reporting period, the Group revises its estimates of
the number of options that are expected to ultimately vest. The impact of
the revision of the estimates, if any, is recognised in profit or loss, with a
corresponding adjustment to the share options reserve.

Expected volatilities were determined by using historical volatilities of the
stock return of the Company over the previous 2 years. The risk-free
interest rate used in the model was determined based on the yield of Hong
Kong Sovereign Curve for the share options granted on 19 January 2018.

As at 30 June 2020, there was no remaining contractual life (31 December
2019: weighted average remaining contractual life of 0.05 year) of
outstanding share options as all lapsed after 18 January 2020.

#2018 F1 A9 R LM ERE 2 A FEE
KAZBEANEN G -RErEEREAFE
ERFERZESRBREIREE 2 REGBE
BT SHRBRES TSI BEREZA
FEEES-

REBERR AEBEEFTEERYRRER
EEVBER R 2T BRIBRTELE ZF
E (B ) MEmRATER - W BRERE
TR AR TR -

BHPRIE YR A AR A BE2ERFZOHR
JE SR R E - IR AT AR A 2 S e ) R
THRRIEE 7 T #E ih 4R 2] ¥R X (5120184F1 A
19RERH 2 B EE -

#20205F6 4308 + 1A R 1T 2 B8 IR HE NP A
BTN AT (2019F128318 - IEFH
Ftr & HFHR0.05F ) - [R A AHE 7202041
A18B & 2K -
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20.

21.

22,

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

For the six months ended 30 June 2020, there was no expense charged
(six months ended 30 June 2019: HK$133,000) in relation to share options
granted by the Company.

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

FINANCIAL INSTRUMENTS
Fair value
Financial instruments not measured at fair value

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

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

The carrying amounts of the Group’s financial instruments carried at cost
or amortised cost were not materially different from their fair values as at 30
June 2020 and 31 December 2019.

RELATED PARTY DISCLOSURES
(a) Related party balances

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

20. LR BERZNRRS (8)

21.

20115518 (&)

H E2020F6 A30H (61 A - I & AR A
Y ZERESR AT (B Z=2019F6 A8
308 1-61# A : 133,000 7T ) °

RiE20114F 51 217201851 A 198 % L HY PRy
BB EAE2020F1 H18H 185k -

ERMITA
AFEME
YFUAFEEHEZEHTA

WIHNARTFEEAEZERTIABRERE R
FRASER XRFRITER EXRE
IBEWRIE iR RIR 2 X R RIRE
R Bt A0 - HERE  RIFER
BRFRIR - R — B & R RIR IR R RTTHE
o

HRBREALE ReLFERRSEE X
RERITER EXREBEAGRIA  Hih
FEWR IR - EE M RIB R RIR - N
FRIR R SEFE AR AR R R B R — [l B 2 1 )
FEMREEEE QA FEERS -

AEBIEKATBEN AT EN SR T AN
BREE B - B 1% Z 72020456 A30H K&20194F
12A31BMAFEETEERER

BAEE A T IR T
(a) BIMFALEAEE

REE BRI A TV RER AT D
BIEZIEAE -

(Unaudited) (Audited)
(REEER) (g2 z)
At 30 June At 31 December

M6 H30H Mm12H31H
2020 2019

HK$’000 F & T

HK$'000 F&T

Amounts due to non-controlling /R FE4% A% i% 53 308

shareholders
Amount due to an associate

R—[EH & R A

Ed

B

66,490
5,204

80,100
7,179
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

22. RELATED PARTY DISCLOSURES (continued)

(a)

(b)

(c)

Related party balances (continued)

Amounts due to non-controlling shareholders are unsecured, interest-
free and repayable on demand. Amount due to an associate is
unsecured, interest-free and repayable with agreed 30-day credit
period.

Compensation of key management personnel

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

(a)

(b)

R AR & M RS R R Y RE ()

22 BEHALTHRE (E)

B A M4 8S (1)
IR SRR I BB T AR - B R e
BB R — B A TR T IR
A .8 RANSOX R
‘ﬁo

TEEEASNGH

R EARTE B R A B IR A B M
mF -

(Unaudited)
(REEZX)
Six months ended 30 June
B Z6H30H LL6fE A

2020
HK$’000 F &t

2019
HK$'000 F&T

Fees we 425 425
Short-term benefits % ERRE A 2,001 2,091
Post-employment benefits BEE 1218 A 92 92

Equity-settled share-based LARESR K5 E AR D BERE 2 3K
payments - 9
2,608 2,617

Transactions with other state-owned entities in the PRC

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

During the six months ended 30 June 2020, the Group had
transactions with other state-owned entities including, but not limited
to, the sales of finished goods, purchases of raw materials/utilities and
transactions with state-owned banks.

The sales of finished goods and purchases of raw materials/utilities to
these state-owned entities are individually not significant. In addition,
the Group’s bank balances (including short-term bank deposits and
restricted bank deposits) and bank borrowings of HK$425,141,000
and HK$384,751,000 (31 December 2019: HK$462,440,000 and
HK$102,791,000) respectively were placed/arranged with state-
owned banks as at 30 June 2020.

(c)

HEHMTERAERETHNRS

ARBEEEMENEERFERBER
B P B BT B SR A~ SR
HAHATEEAFENNELR (51
[EAER B -EZRA E58HR
ARBETARIZNERERERE
NE=T5e

E E20205E6 A308 (H61A A » A&
MEMEEERETRS  BEETR
RIEERK R BERE, KE UK
HEARITENRS -

MZEHNEERHEARMREER
K KEER R HIAIEEK ok
R2020F6 H30R ' ANE B # IR 1T 4 84
(BREEHETERLRZRGEETE
) RARTT I8 30+ 2 Bl 5425,141,000
75 7T }2384,751,000 7T (2019412
A318 : & B A£462,440,0007% 7T &
102,791,000/ 7T ) AF WA BEARTT,
HEARITLHE-
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BUSINESS REVIEW

The outbreak of the 2019 novel coronavirus disease (the “COVID-19") worldwide
(the “Pandemic”) and the various public health measures put in place in many
countries to prevent the spread of the COVID-19 have disrupted the Group’s
production at different times and overall business during the first half of 2020
(“1H2020”). During the beginning of the Pandemic, the Group’s production sites
in China as well as some of our suppliers’ factories and garment manufacturer
clients’ factories in China were required to have temporary suspension of
operations after the Chinese new year in February 2020. The business of the
production was affected by the lock-down of cities implemented in China in the
early stage of the Pandemic, resulting in a failure to resume work as scheduled
after the Chinese new year, which led to sluggish domestic sales.

In addition, facing the delivery chasing requests from the customers of the
European and the United States (“‘US”) markets, the Group made a decisive
measure to increase the production manpower by picking up healthy
employees who were affected by the traffic and failed to return to work in the
production mills shortly after the Chinese new year. Until March 2020, when
the Pandemic was reversed, the domestic market and the Japanese market
slowly recovered, the European and the US markets had been affected by the
epidemic, and the Group faced the poor market sentiment in the US, Europe
and the United Kingdom, which led to a decrease in the production operation
and the production level of the Group. While the COVID-19 restrictions had
been gradually lifted in various countries subsequently, a full normalization of the
operation was not achieved during 1H2020.

As a consequence of the lock-down and restrictions on public life in many
cities around the world, a number of key apparel retailers had been forced
to restructure their operations, including the closure of a significant number
of stores for months or permanently, resulting in delays to the shipment of
orders and cancellation of other orders by some of our end-buyer customers.
The deteriorating financial position experienced by delay in account receivable
payment by some customers was due to the fact that their cities were locked
down and their business operation was seriously affected.

Our total sales volume of fabric reduced by approximately 33.4% as compared
to the first half of 2019 (“1H2019”). Our total revenue was HK$2,099.7 million
in 1TH2020 (1H2019: HK$3,388.4 million), a 38.0% reduction as compared with
1H2019. The gross profit margin decreased by 2.1 percentage points from
12.3% in TH2019 to 10.2% in 1H2020. Loss for the period was HK$16.4 million
in TH2020 (1H2019: Profit for the period was HK$90.6 million).

Our overall operating costs were under control in 1H2020. The distribution
and selling expenses during the period under review decreased by 27.0% to
HK$52.9 million (1H2019: HK$72.5 million). At the same time, the administrative
expenses for the period under review also decreased by 20.5% to HK$173.0
million (1H2019: HK$217.7 million).

EHROE

ER20190F A B RS RN ERZ IS ([ K
HIT) AR BRZBRREESERRE LR AR
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A IR ARRITHI M HY - AN 52 B A B /A Y A 22 TR
BiEREBEANIYNEEERE MRERERTF
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B RRITEE R BATISEE 2B B3k
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MEE® BRAEHEELRNEEEFN T
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EB1H2019M912.3% | #2118 B 7 2 = 1H2020
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BUSINESS REVIEW (continued)

According to the information published on the website of the China Cotton
Association (R B2 {E#H € ) , the China cotton price index CCINDEX2129B
(P ERIEE 1528 was RMB12,213/ton as at 30 June 2020 and was
RMB13,915/ton as at 2 January 2020. The China cotton price index was at
the highest in January 2020 at RMB14,271/ton and at the lowest in April 2020
at RMB11,468/ton. When compared with a year before, the China cotton
price index CCINDEX2129B was RMB14,549/ton as at 28 June 2019, and
RMB15,839/ton as at 2 January 2019. From the year-on-year comparison
between 28 June 2019 and 30 June 2020, a 16.1% decrease was recorded.

According to the China coal market website, the monitoring data shown on 22
June 2020 based on the China coal price index (national comprehensive) was
148.2, down by 12 points year-on-year. The Group continued focusing on lean
management, technology automation, machinery upgrade, cost reduction and
control initiatives to boost overall operating profitability. Basic loss per share was
HK1.2 cents in 1H2020 (1H2019: Basic earnings per share was HK6.8 cents).

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

Production and Sales of Dyed Fabrics and Yarns

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

For the period under review, the Group’s core business, production and sales of
dyed fabrics and yarns, generated revenue of approximately HK$1,851.6 million
and accounted for 88.2% of the Group’s total revenue.

Production and Sales of Garments

Revenue from the production and sales of garments for 1H2020 was
approximately HK$248.1 million and accounted for 11.8% of the Group’s total
revenue.

Dividend

In view of the general practice of the Company to only recommend a final
dividend, the Board has resolved not to declare any interim dividend for the six
months ended 30 June 2020. Nevertheless, the Board will consider changing
the practice and may declare interim dividends in the future. Whether the Group
is able to maintain a similar range of dividend payout ratio as our dividend
policy will largely depend on the results in second half of 2020. The Group is
committed to providing rewarding investment return to the shareholders of the
Company (the “Shareholders”), subject to the dividend policy stated in 2019
annual report of the Company.

¥iEOEE ()

RIEFPBRIEH S AL RAMEN P ERBEER
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BUSINESS REVIEW (continued)

Awards and Certifications

Our awards and certificates accredited during 1H2020 were as follows:

¥EOEE ()
RIFRAFE

FE2020%F L4 REAERIANREMNT :

Type of Award/ Date of Issue
No. Name of Award/Certification Certification (Year/Month) Issuing Unit/Organisation
XHEY  RE/REEE #E/RRER  ERAS(F/B) BHEQ /KB
Jiangyin Fuhui Textiles Limited I BE 4B HR A 7
1 2019 Key and Major Enterprise of Jiangyin® Award 2020/1 Jiangyin Municipal Party Committee of Communist Party
19FEIEMEHETHIE HIE of the PRC, Jiangyin Municipal People’s Government*
RATRTE IRTARKM
2 2019 QOutstanding Unit of Safety in Production®  Award 2020/1 Administration Committee of Jiangyin High-tech
19FEL2EEREEN I Industrial Development Zone*
IEEMRMEXRERERZES
3 2019 Outstanding Unit of Ecological Civilization*  Award 2020/2 Jiangyin High-tech Industrial Development Zone
2019F B RSB R TE Ef Lt} Committee of Communist Party of China*
RHIRSNRMEXRERIIFESS
Administration Committee of Jiangyin High-tech
Industrial Development Zone*
IREMRMEXREREREZES
4 2019 Outstanding Enterprise of Foreign Award 2020/2 Jiangyin High-tech Industrial Development Zone
Investment* I Committee of Communist Party of China*
019FENBRERERE RHTRRNRNEXRERITIIFRES
Administration Committee of Jiangyin High-tech
Industrial Development Zone*
IRRMRMEXREREREES
5 2019 Charitable Enterprise* Award 2020/2 Jiangyin High-tech Industrial Development Zone
019FEHLESE 1215 Committee of Communist Party of China*
RIRRNRNEXRERTIIFZES
Administration Committee of Jiangyin High-tech
Industrial Development Zone*
IERMBRNEXREREREES
6 2019-2020 Advanced Grass-roots Party Award 2020/6 Jiangyin High-tech Industrial Development Zone
Organisation of High-tech Industrial ] Committee of Communist Party of China*

Development Zone*
20192020 Em iR A E LB EAL

PHIRRHMETFZES
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BUSINESS REVIEW (continued)

Awards and Certifications (continued)

¥iEOEE ()
BEREE (E)

Type of Award/ Date of Issue
No. Name of Award/Certification Certification (Year/Month) Issuing Unit/Organisation
XHFH  RE/REER ®E/RREHE  BRAM(FE/R) BHEN/HE
Yancheng Fuhui Textiles Limited 813545 & 4 85 R 2 &
7 2019 High Quality Development Award 20201 CPC Yancheng Economic-Technological Development
Contribution Award* #I8 Zone Working Committee™
195 EREELRARE hHENCERTRERIEZES
Yancheng Economic-Technological Development Zone
Management Committee*
HERRERNREREREZES
8 2019 QOutstanding Three-star Enterprise” Award 2020/1 Yancheng Municipal People’s Government*
N019FEFELIB=E0X %8 By A RBUE
9 Three-star Enterprise of Yancheng* Medal 2020/3 Yancheng Municipal People’s Government*
HRm=Eh% i Eim ARBT
10 2019 Advanced Unit for Fire Safety Management Award 2020/4 Fire Rescue Brigade of Yancheng Economic-
Work in the District* I8 Technological Development Zone*
019FE2RENT 2 ERTIEREEN B350 40 R R 2 R B B R KRR
11 Supplier of 10 Years Corporation* Trophy 2020 Hongxing Erke (Xiamen) Industrial Co., Ltd.
AETFHER &R BEAR (EM)EXERAR
12 Outstanding Supplier* Trophy 2020 Hongxing Erke (Xiamen) Industrial Co., Ltd.
BEHER i BEAR (EM)EXERAR
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BUSINESS REVIEW (continued)

Awards and Certifications (continued)

¥EOEE ()
BENIAE(E)

Type of Award/ Date of Issue

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

XHFE  RE/ARER %E/RBEHE  BRAH(FE/R) BEHEM /BB

Dongguan Shatin Lake Side Textiles Printing & Dyeing Co., Ltd. =) HABEH BN LERA T

13 Certificate of Compliance in Certification 2020/5 ECOCERT Greenlife
Global Organic Textile Standard R
B EERERZ

14 Certificate of Compliance in Certification 2020/5 ECOCERT Greenlife
Organic Content Standard R
ﬁﬁé A ET?—?EJS&”

15 Mill Qualification Program Certification 2020/5 Intertek Group
THERARHTEN RE AEEE

16 Environmental Management System Certification  Certification 2020/6 China Great Wall (Tianjin) Quality Assurance Centre
RRERBEARERS RE R (R2)EEREHL

Ocean Lanka (Private) Limited ¥ 8+ (R A)ERLF

17 Express Laboratory Certification Certification 20201 Express Laboratory
ExpressER = R R

18 bluesign® SYSTEM PARTNER Certification 2020/2 bluesign technologies ag
bluesign® SYSTEME £+ R

19 Organic Content Standard (OCS) 2.0 Certification 2020/2 Control Union Certifications B.V.
ﬁ%DETT‘F(OCS)ZO# H7L/JH_L ﬁ{gwﬁuﬁ( /)EEE/L\\ET

20 Global Recycled Standard (GRS) 4.0 Certification 2020/3 Control Union Certifications B.V.
2 EWIREGRS) 4.0 RE HERE (L8 BRAA

21 Global Organic Textiles (GOTS) 5.0 Certification 2020/6 Control Union Certifications B.V.
2B #A4m(GOTS) 5.0¢ R tHERE (LB ARAF

case of inconsistencies, the Chinese names shall prevail.

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

case of inconsistencies, the English names shall prevail.

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

L RNERERBETTNERZEX WAKE:
BLAR X BT R

PXEEERETRAXERZEN - HARE
BUAR X BT R
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OUTLOOK

According to the Global Economic Prospects June 2020 issued by the World
Bank Group, the Pandemic has, with alarming speed, delivered a global
economic shock of enormous magnitude, leading to steep recessions in many
countries. The baseline forecast envisions a 5.2 percent contraction in global
GDP (gross domestic product) in 2020 —the deepest global recession in eight
decades, despite unprecedented policy support. Per capita incomes in the vast
majority of emerging market and developing economies (“EMDEs”) are expected
to shrink this year, tipping many millions back into poverty.

The Pandemic has struck a devastating blow to an already-fragile global
economy. Lockdowns and other restrictions which needed to address the public
health crisis, together with spontaneous reductions in economic activity by
many consumers and producers, constitute an unprecedented combination of
adverse shocks that is causing deep recessions in many advanced economies
and EMDEs. Those EMDEs that have weak health systems; those that rely
heavily on global trade, tourism, or remittances from abroad; and those that
depend on commodity exports will be particularly hard-hit. Beyond its short-
term impact, deep recessions triggered by the Pandemic are likely to leave
lasting scars through multiple channels, including lower investment; erosion
of the human capital of the unemployed; and a retreat from global trade and
supply linkages. These effects may well lower the potential growth and labour
productivity in the longer term.

Looking forward to the second half of 2020, the world economy and the retail
market are expected to remain highly uncertain. The Group holds a prudently
conservative attitude towards the performance in the second half of the year.
Nevertheless, the Group has been working closely with our existing clients in the
China domestic market to co-develop new collections using innovative fabrics,
which provide attractive business potential going forward. As the economy in
China has been rebouncing speedily in the second half of 2020, we believe that
the growth momentum will be concentrated in this market as well as several
popular and quality Japanese brands that we have been working together. The
Group has long been the pioneer in developing innovative products together
with our customers in the textile and apparel industry and will continue to
allocate resources in this area in the future.

Notwithstanding the ever-changing global economic and market conditions, the
Group is determined to do the best altogether to bring long-term values and
returns to all Shareholders through various measures on cost reduction.

OUR APPRECIATION

Finally, we would like to express our gratitude to the Shareholders, customers,
business partners and suppliers for their continuous unfaltering support during
the increase in economic instability. We would also like to thank our dedicated
staff for their commitment and contributions to the success of the Group.

RE

RIFHRIRITEE2020F6 A8 (B HKLERE
BE)  ARITABANEEH2REBESTRT
EXNEE FHHZEFZNKERERR - ER
TERIFERT2020F 2 PR A A4 E A E A W HE5.2%
RBOFRIZERANTR - BE B LEAHIH L
RXFF TR SFRASZ BN EAMSMBERB L
R A WA R LR ERESABAR
o

RNRITHE RSN EIREEER T BMIEFTE -
FORNFE TR B A E AR S A K
AEHBEEMEES B R MR EHES B
RIFTARB M AFES BB IFAEKT S HE
RER N E IS MR EERNBRERR -
FERGESN BREERBEERES REXSK
BRI SINEE SR A ~ DA B KRR 4 th O RO B R P S P 8
HRENFFRIBRENITE R TRAZEIN KR
ToIBNEERRARESBEZERER H
ANBR BREEERE KXEEANEROE
g REREZMEEBEDZ -ERERE &
LY BT REeREEENERNEFEERK-

RE2020F T+ 2REEBEMTEMHBEIK
RIFBE TR - REH T FFORRFFRRT
EE-BENLL AEE-BEELMEFEER
MENREEFPEZ A EAAIFEA KR
BHRIER GLERREREMANHEE
A7 BB AE20204F T SRR 58 - 3 FIAE
EREHIKETEEETEARKMA—EES
NHEEZEDMEEN B AR NEE—&
BTN IREETT RN F P F E R AR E &
B AT - BIRERR T B EERAER

BERREEMSLE T EE( - REBE R
DIRIB R B ERANER R BERERS
RKEHEERER-

&l

&R RIFIRZEAMERR BP FBEHMMLE
P BN - Rk A PIFE AR OB TN FETE M DN R0 (R B 4TS
FBAETIFH RATRABLE T REENK
WPTEL VIR A - A TR



=28 Fountain Set (Holdings) Limited

Interim Report 2020

FINANCIAL REVIEW

The key operating and financial indicators of the Group for the six months ended ~ AN&EEE Z20209F6 4308 1H61E 8 2 = BALL K
30 June 2020 are set out below:

Bt 5 2]
BRI T

Six months ended 30 June

H Z6H30H 1618 B
2020 2019
Statement of Profit or Loss ltems BRKRIER

(Al amounts in HK$ thousands unless (BREFRIGEEAINI B £ 88

otherwise stated) HUAFETLIR)
Revenue L 2,099,734 3,388,393
Gross profit EF 213,644 416,904
EBITDA* BT E KM 3H A0 A 101,657 236,782
(Loss)/profit for the period 2 HAfE (E518) /&7 (16,432) 90,597
(Loss)/profit attributable to owners RRBHEE ANEMG (BEB) BT

of the Company (15,154) 82,685
Basic (loss)/earnings per share (HK cents) BREX (FBB), /&F (FB) (1.2) 6.8

Key Financial Ratios FERKLE

Profitability ratios BFIGEL HE
Gross profit margin (%) EF 2 (%) 10.2% 12.3%
EBITDA* margin (%) BT & R 5 BT FDE & (%) 4.8% 7.0%
Expenses as a % of revenue B &L E
Distribution and selling expenses DERIHEER 2.5% 2.1%
Administrative expenses TIREM 8.2% 6.4%
Finance costs A& A 0.5% 0.6%
Asset efficiency BEME
Inventory turnover period (days) FERSES(A) 94 89
Trade and bills receivables turnover period (days) &3 & EiEfERFERSEE (H) 91 69
Trade and bills payables turnover period (days) &% N EIEENFIEREEH (A) 43 49

*

*

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

EBITDARR 12 & B Fi i & 8 s5 AT F1))H -

At 30 June At 31 December

M6 H30H M®12H31H
2020 2019

Asset ratios BEHEZE
Current ratio* T ED L 2.5 2.6
Net debt/EBITDA ratio SFERS, BT E K AT

(annualised) FEE (F1b) (2.6) (1.6)
Gearing ratio BXEELF
Total liabilities/Equity attributable to BEBE/ARARERA

owners of the Company FEEERS 49.1% 53.8%

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

RBLERNFETEERADEERARB AR
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FINANCIAL REVIEW (continued)

Revenue

The Group’s revenue for the six months ended 30 June 2020 amounted
to approximately HK$2,099,734,000 (six months ended 30 June 2019:
HK$3,388,393,000).

Revenue by business segments

11.8%

88.2% 1H2020

2020 L ¢ F

In the first half of 2020, the Group’s core business, production and sales of
dyed fabrics and yarns, generated revenue of approximately HK$1,851,603,000
(six months ended 30 June 2019: HK$2,963,069,000), which accounted
for 88.2% (six months ended 30 June 2019: 87.4%) of the Group’s total
revenue. Revenue from production and sales of garments was approximately
HK$248,131,000 (six months ended 30 June 2019: HK$425,324,000), which
accounted for 11.8% (six months ended 30 June 2019: 12.6%) of the Group'’s
total revenue.

Cost of Sales and Gross Profit

For the six months ended 30 June 2020, overall cost of sales of the Group
amounted to approximately HK$1,886,090,000 (six months ended 30 June
2019: HK$2,971,489,000) and overall gross profit margin was 10.2% (six
months ended 30 June 2019: 12.3%).

During the period under review, the Group’s revenue decreased by 38%
compared with the same period last year, which was mainly due to a decrease
in sales volume of fabric by 33.4% triggered by the outbreak of the COVID-19
worldwide. Compared with the same period last year, the decrease in
percentage of revenue was larger than the decrease in percentage of production
cost, which led to the decrease in gross profit margin.

Distribution and Selling Expenses

For the six months ended 30 June 2020, the Group’s overall distribution and
selling expenses amounted to approximately HK$52,896,000 (six months ended
30 June 2019: HK$72,509,000), which accounted for 2.5% (six months ended
30 June 2019: 2.1%) of the Group’s total revenue.

B %5l R ()
£ B H E2020F6A30H L6 A E ¥4 5

2,099,734,000/% 7t (& 2201946 A30H 161
A : 3,388,393,000/% 7T ) °

- Production and Sales of
Dyed Fabrics and Yarns

HERHERHRY

. Production and Sales of Garments

SUEMIHERK

P2020F ¥ F EERLEF - REREESR
R & ¥ EE# 51,851,603,0000 T (B E
201956 A30H [t61E A : 2,963,069,000/% 7T )

e B & 25 2 E 1188.2% (H 2201946 A30
HIE6E A :87.4% ) - B RS E KM & 558
#) /248,131,0007% 7T (& Z=201996 A30H 1E6
&l A : 425,324,000 ) " G S B E X EED
11.8% (H E2019%6 A30H IL61E A :12.6% ) °

HEREAKREF
EEEHZE2020F6 A30H [F61E A 2 B2 $HE A
#9/51,886,090,00078 7T (& =2019F6 A30H 116
& A :2,971,489,0007% 7T ) * BEEEEFIE £10.2%
(H E2019%6830H IE6f@ A : 12.3% ) °

RBP4 S 4 B A O AL R
38% - X BRARNFABREEHR YRS R
53| BRI B 33.4% - EEFFEEL -
BREN TR AR EERAN FHERE 3
BRI R T o

DHEREEER

£ B H 220206 A30H IL61E A 2 BES &
tHE B F 4 A52,896,0005 7T (#, 22019546 A
30H k61 A : 72,509,000/ 7T ) » {h EE & 2
%8B EH2.5% (B 2201956 A30H 1E61E A -
21%) °
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FINANCIAL REVIEW (continued)

Administrative Expenses

For the six months ended 30 June 2020, the Group’s overall administrative
expenses amounted to approximately HK$172,999,000 (six months ended 30
June 2019: HK$217,720,000), which accounted for 8.2% (six months ended 30
June 2019: 6.4%) of the Group’s total revenue.

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

For the six months ended 30 June 2020, the Group’s EBITDA amounted
to approximately HK$101,657,000 (six months ended 30 June 2019:
HK$236,782,000) and the EBITDA margin was 4.8% (six months ended 30
June 2019: 7.0%).

Finance Costs

For the six months ended 30 June 2020, the Group’s finance costs amounted
to approximately HK$10,800,000 (six months ended 30 June 2019:
HK$19,476,000), representing 0.5% (six months ended 30 June 2019: 0.6%) of
the Group’s total revenue.

Capital Expenditure

During the period under review, the Group invested approximately
HK$48,257,000 (six months ended 30 June 2019: HK$43,295,000) in
additions of property, plant and equipment. The Group’s capital commitments
primarily related to the acquisition of property, plant and equipment. As at 30
June 2020, the Group had contracted capital commitments of approximately
HK$90,565,000 (31 December 2019: HK$84,406,000) in relation to the
acquisition of property, plant and equipment.

Income Tax Expense

For the six months ended 30 June 2020, income tax expense of the Group
amounted to approximately HK$7,221,000 (six months ended 30 June 2019:
HK$24,666,000).

BB BE (@)

THEHR

£ B H £2020F6 A30H 161 A 2 BEITHRE
F %) /5172,999,000/% 7T (& 2201996 4308 Lt

6fE A : 217,720,000/8 7T )  (HEE & £ AEN
8.2% (EH E2019%6A30H IF61E A :6.4% ) °

BB 8 K& # 85 50 78 (EBITDA)

& B #H £2020F6 A30H [F61@ B 2 BEFRATE &
8 AT 49 8101,657,00058 7T (& £201946
AB0R 1F61E A : 236,782,000/ 7T ) * BT E &
BSHATAE X B4.8% (Bl ZE2019F6 A30H LE61E
R:7.0%) -

B & XA
& B # 2202096 A30H 618 A 2 @t & R A4
10,800,000 7T (& 201946 A30H 1-61# A :

19,476,000/870) * (hEEE & ¥ 5 AER0.5% (#
£2019F6 A30H 1618 A : 0.6% ) °

EAXRRAX

REREBA - SED R E L B48,257,0007% 7T
(#E=2019%6 A30H 161 A : 43,295,000/ 7T )
g my s MRS - SBEMNERRET
2O REE Y #HIE LR E - 7120206 H30
H SEEHEEYE HELRENEENE
A HHE 4 590,565,000 7T (201912 A31H
84,406,000/ 7T ) °

FrEB X H

EEEHZE2020F6 A30H IE61E A 2 i sZ 14
B7,221,00008 7 (B E201996 A30H 1E61E A :
24,666,000 7T) °



EEEE(EE)FRSE

20204F P H R A R

FINANCIAL REVIEW (continued)

Liquidity and Financial Resources

As at 30 June 2020, the Group’s net assets amounted to approximately
HK$3,432,490,000 (31 December 2019: HK$3,585,056,000). The key figures of
the Group’s financial position were as follows:

B %5 Bl R (%)

EERBMRMERER

M2020F6A30H &EBEEEFEN S
3,432,490,000/% jTt (2019412 H31H :
3,585,056,000/8 70) c MR EZE RN
e

At 30 June At 31 December
R6A30H M12H31H
2020 2019

HK$°000 + ¥t HK$°000 F#& 7T

Non-current assets EREEE 1,776,967 1,835,805
Current assets mEEE 3,262,172 3,461,095
Total assets BEHEE 5,039,139 5,296,900
Current liabilities mEAE 1,297,693 1,331,653
Non-current liabilities ERBEE 308,956 380,191
Total liabilities BEBE 1,606,649 1,711,844
Net assets EEFE 3,432,490 3,585,056

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.

As at 30 June 2020, the principal financial covenant figures/ratios (according to
the definitions of the Group’s principal banks) were as follows:

SENEEMSREREMRITHRERENE
NEFELHFE MEAMXAEIERRBRT
BB -

202056 A30H  TEM M B ROEIE, xR
(BEBEAEEFTEARBEITHER)W T :

At 30 June At 31 December

M6A30A M12A31H
2020 2019
Consolidated tangible net worth REFBEREE HK$3,161,942,000 HK$3,182,250,000
Consolidated total bank debt RARIRTTREY
to consolidated tangible net worth A FBEREELD 0.2 0.1
Consolidated EBITDA RE BRITE REHEA
to consolidated interest expense FIEEERE B A 9.4 11.8
Consolidated current assets AR EEH AR AELY
to consolidated current liabilities 25 2.6

Consolidated capital expenditure RAEEARAY

HK$48,257,000 HK$134,619,000
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FINANCIAL REVIEW (continued)

Risk Management

The Group follows a stringent and prudent risk management policy to manage
foreign exchange and interest rate risks.

The sale and the purchase of raw materials of the Group were mainly
denominated in HKD, USD and 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. The average effective
interest rate of bank borrowings of the Group was 2.82% per annum for the
period under review (31 December 2019: 3.81%) and the bank borrowings
were repayable by installments over a period from one to three years. All bank
borrowings were unsecured for the six months ended 30 June 2020 and the
year ended 31 December 2019. The Group will continue to monitor the interest
rates fluctuation in the market and will adopt appropriate measures to minimise
the interest rate risk.

EMPLOYEES AND REMUNERATION POLICIES

As at 30 June 2020, the Group had approximately 7,700 (30 June 2019:
8,800) full-time employees. The Group will continue to implement streamlined
production so as to further minimise its labour cost. The Group’s emolument
policies are formulated based on the performance of individual employee and
the salary trends in various regions, which are reviewed regularly. Subject to the
Group’s profitability, the Group may also distribute a discretionary bonus to its
employees as an incentive for their contribution to the Group.

The Company has established a share option scheme for its employees, 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.

BT #%E EE ()

B b B

SESRBEERLBENRRE EBRELIMNE
KM= R R -

SEZHEMERHRERBAET ETRARKE
(TARB D RE-MEENEEEMUNPE-
BERAREREE ZINERR - KE—ETY)
BEXTRARKEZRNESE SRIGEERNT
BB EGERNED  RHEA BN
KRR

AN B IRITIEEIAE TMET A EN
FEFTENFHFNEFHE - AEERTEEL
SEHERFER R E2.82% (2019F12A31H ¢
3.81%) ' WERN T 1FEEIFHE AN HEE -
# £2020%6 H30H L-61E A & # £2019F12 5
STHLFE MERTEEHAERKF - XEE
1SEER EMISHF RS WEZH&ENEE
PURBE A& _E A& =B -
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SEMR2020F6 H30H v 2B {E B AZHA7,700
A (201956 A30H : 8,800A ) - NEB B HEE
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S BRI E R E 8 M TER IR &5 th [ 3 B
BEmE T ERERR - EETEREEE
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UPDATE ON THE DIRECTORS’
INFORMATION UNDER RULE 13.51B(1) OF
THE LISTING RULES

Pursuant to Rule 13.51B(1) of the Listing Rules, there were no changes in the
information of the Directors since the date of the 2019 annual report of the
Company required to be disclosed in this interim report.

DIRECTORS’ INTERESTS IN SECURITIES

As at 30 June 2020, the interests and short positions of the Directors and the
chief executive of the Company in the shares, underlying shares and debentures
of the Company or any of its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong) (the “SFQO”)), which were required to be: (a) notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which they were taken or deemed to
have under such provisions of the SFO), (b) recorded in the register required to
be kept by the Company pursuant to section 352 of the SFO (the “Register”),
or (c) notified to the Company and the Stock Exchange pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers as set out in
Appendix 10 to the Listing Rules (the “Model Code”), were as follows:

Long positions in the shares of the Company (the “Shares”):

BiE L mRAIZE13.51B (1) %
ENMEREEENNRHER

BiE AR AIFE13.51B(1)iE - BARRQF2019FF
EHREBHSE APERELSEATHEENES

EECESER

M2020F6 H30H ' EFH R A A AIITHRAE A
NAENEERAEEZE (AEBBEFIFESNE
BHEMEEED ([FEHREBEED ) EXVIRAT
Y oRE) 2D HEARD REEETRES
JA()iZ 7 F R HE G0 EXVEL 7 %85 &b il Al
KRR Rz EmRXAE (BIEREESFR
HEKAIZEBRTEREREIESRAES 2
mRAR) ¢ O)RIEE SR K HE K] 83521650 %
RARBIREREBEEAM ([BH]) 2= k%
B ek LT AR BIKTS10FT S A E T BT AE
FHETEHFZHHZRESTR ([FLESFA)BA
KRR Rz EmRABIT

RAREZB ([ D OFRER:

Approximate % of

Name of Directors Capacity Nature of Interests  Number of Shares Held Total the Issued Shares
HIEEBITRAE
ESpR 514 EEME BERGHAE my Bk
Dr. YEN Gordon Beneficial owner Personal interest 8,380,000 8,380,000 0.68
BEHE L ERHERA (BN £
Mr. YAU Hang Tat Andrew Beneficial owner Personal interest 2,250,000
BEELE EEERA (BN £ 2,730,000 0.22
Spouse’s interests Family interest 480,000
fl Bk s ENicY i (Note) (f7:t)

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

Save as disclosed above, as at 30 June 2020, none of the Directors and
the chief executive of the Company had any interests or short positions in
any shares, underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO), which
(@) had been notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and short positions
which they were taken or deemed to have under such provisions of the SFO), or
(b) were recorded in the Register, or (c) had been notified to the Company and
the Stock Exchange pursuant to the Model Code.

et RIBESIPEGRD BEEELREAES

H e 48 P57 #9480,0008% AR 19 2 1 %5 -

B Falt R EEE Sl - 2020F6 308 F EF KAR
BITTBUBEMEN A QAR SR E A A A®E (A
EBERBEIEOIEXVIBATE T 28R ) ST
A% - FBRARR (D Sk EREE P (IR EH M EE
BIEEXVERFT7 K85y BB E i AAN A 7) K B 32 F 2 4
HRAE (BIEREBEESARBEGRY 2E@HRTE
BEWEIERRABER 2w AR ) Sl(b)rd sk
R A k(IR IRESFRIE BAA R B KB ZFT
AL R EOR B
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SUBSTANTIAL SHAREHOLDERS’ AND

OTHER PERSONS’ INTERESTS

As at 30 June 2020, the following persons (other than a Director or the chief
executive of the Company)/entities had interests and short positions in the
Shares and underlying Shares as recorded in the register of interests of the
substantial shareholders required to be kept by the Company pursuant to

section 336 of the SFO (the “Substantial Shareholders’ Register”).

Long positions in the Shares:

FERRREMALRES

#2020F6 H30H * AT AL (BEFHARFITH
RERIN) EENRO RARERN T EE AR
ARELF M EERIEBCHATEZETERR
EAM ((EERCREM]) Fraoskz s ok

o

mp

R FRER

Approximate
Number of % of the
Name of Substantial Shareholders  Capacity Nature of Interests Shares Held Total Issued Shares
HEEBRTRE
TERRES BB 54 BEiHE BEEROHE By BO
COFCO Corporation (“COFCQ") Interest of controlled ~ Corporate interest 452,252,000 452,252,000 36.92
FREEERLR ([FE]) corporations HEER (Notes 1 and 2)
EHEE RS (Hiz1k2)
Chinatex Corporation Limited Interest of controlled ~ Corporate interest 452,252,000 452,252,000 36.92
(“Chinatex’) corporations FEER (Notes 1 and 2)
mETPGEEERAR ([T45]) AHEENER (Br1k2)
Chinatex Yieldfull Investment Beneficial owner Personal interest 409,036,000 409,036,000 33.39
Co., Ltd. (“Yieldfull’) EEBEAA AR (Note 1)
HHREREERERAR ([RE]) (Hizt1)
Chinatex Jinhui Investment Interest of a controlled  Corporate interest 409,036,000 409,036,000 33.39
Management Co., Ltd.* (“Jinhui") corporation EEER (Note 1)
RSB EEREREAAR EHAE RS (Krzt1)
([#5&])
Mr. SUN Weiting (‘Mr. SUN”) Spouse’s interests Family interest 3,380,000
BEELE ([HEE] [T RikER (Note 3)
(K7#t3)
211,896,000 17.30
Interest of controlled  Corporate interest 208,516,000
corporations EE R (Note 4)
BHEE R S (Krit4)
Ms. CHEN Lingfen (“Ms. CHEN") Beneficial owner Personal interest 3,380,000 §
RrRaat ([Fatl) ERBAA BARER (Note )
(H:#3)
} 211,896,000 17.30
Interest of controlled ~ Corporate interest 208,516,000
corporations FEER (Note 4)
AHEENER (Hiit4) o
Huafu Holding Co., Ltd. Interest of controlled  Corporate interest 208,516,000 208,516,000 17.02
(‘Huafu Holding”) corporations EEER (Note 4)
EZERBERAR ([EZER]) BHEE R S (Hizta)
Huafu Fashion Co., Ltd. Interest of controlled ~ Corporate interest 208,516,000 208,516,000 17.02
(“Huafu Fashion”) corporations FE R (Note 4)
ZZRHRHERAA A EENER (Hrit4)

([EZEH])
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SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS (continued)

FERREREMA LS @)

Approximate

Number of % of the

Name of Substantial Shareholders  Capacity Nature of Interests Shares Held Total Issued Shares

HEBRITRE

TERRER AR 5 BEHE FERGBHE By BA

Mr. HA Chung Fong (‘Mr. HA") Beneficial owner Personal interest 104,770,581 104,770,581 8.55
ENFEE ([EX4E]) ERERA & ARz (Note 5)
(Hiz5)

Ms. TANG Kuen Mui Spouse’s interests Family interest 104,770,581 104,770,581 8.55
iRkt [T 2 RS (Note 5)
(Hiz#5)

*

For identification purpose only
Notes:

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

2. As at 30 June 2020, Chinatex (H.K.) Holding Limited (“Chinatex (H.K.)”) held
43,216,000 Shares as beneficial owner. Chinatex (H.K.) is a wholly-owned subsidiary
of Chinatex and Chinatex is a wholly-owned subsidiary of COFCO. Therefore, each
of Chinatex and COFCO is deemed to be interested in the Shares held by Chinatex
(H.K.) under the SFO.

3. Mr. SUN, spouse of Ms. CHEN, is deemed to be interested in the Shares held by
Ms. CHEN under the SFO.

4. Hong Kong Tin Shing Trading Limited (“Tin Shing”) held 208,516,000 Shares as
beneficial owner. Tin Shing is a wholly-owned subsidiary of Huafu HK Co. Limited
(“Huafu HK”). Huafu HK is a wholly-owned subsidiary of Shenzhen Huafu Import
and Export Co., Ltd. (“Shenzhen Huafu”) and Shenzhen Huafu is a wholly-owned
subsidiary of Huafu Fashion. Huafu Fashion is owned as to 34.27% by Huafu
Holding and Huafu Holding is owned as to 50% by each of Mr. SUN and Ms. CHEN.
Therefore, each of Huafu HK, Shenzhen Huafu, Huafu Fashion, Huafu Holding, Mr.
SUN and Ms. CHEN is deemed to be interested in the Shares held by Tin Shing
under the SFO.

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

Save as disclosed above, as at 30 June 2020, the Directors were not aware of
any persons (other than a Director or the chief executive of the Company) who/
entities which had any interests or short positions in the Shares and underlying
Shares, which were recorded in the Substantial Shareholders’ Register.

o Rtz
W&

1. RERBEZZENBLR NERATHZEE
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It RIBES R AE G SR8 PHRPEER
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SHARE OPTION SCHEME
The 2011 Scheme

The 2011 Scheme was adopted by the Company pursuant to a resolution
passed by the Shareholders at the EGM held on 20 January 2011. Under the
2011 Scheme, the Board may, at its absolute discretion, grant share options
pursuant to the terms of the 2011 Scheme to eligible participants, including,
among others, the directors, full-time employees and part-time employees of
the Company and its subsidiaries. The 2011 Scheme will expire on 20 January

2021.

The following table discloses movements of the Company’s share options

granted under the 2011 Scheme during the period under review:

iR RE ST 2l

2011551 &l

RAFERER20115F1 A208 B17 2 REERIA
@ FAREBG T B REEFEMN2011FTE -
2011F 5T T EE 2 A RIF2011 F 5T EIERZ
BRBRAERLEE (AR BEARRLREN
BRAAES 2HMESNEBES ) RHBERE-
2011 4E 5T &35 702021451 A20H &

TEREEARTNEBEMBARZ011FHEIE
BB ZEHER -

Outstanding Cancelled/ Outstanding
as at Granted Exercised Lapsed as at
1 January during during during 30 June
Grantees Date of Grant Exercise Price 2020 the Period the Period the Period 2020
R2020% R2020%
1A18 MR/ 6A30A
ABA REBH THE i R AT BRERE BRETHE ¥ i RATHE
Employees 19/01/2018 HK$1.10 5,800,000 - - (5,800,000) -
] 1108 7T
Total 5,800,000 - - (5,800,000) -
By
Notes: Bat

1. The share option was fully vested after 12 months from the date of grant and the

exercisable period of share option is from 19/01/2019 to 18/01/2020.

2. The closing price of the Shares immediately before the date of grant was HK$1.07.

1. ZBEEERLAHEICEARCDZHE
&+ T =% 8 AR HE 1T 6 HA IR 519/01/2019F 48
18/01/2020 °

2. EERBHAHAIRONETERIOTET.
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PURCHASE, SALE AND REDEMPTION OF
THE COMPANY'’S LISTED SECURITIES

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

CORPORATE GOVERNANCE CODE

Throughout the period from 1 January 2020 to 30 June 2020, the Company has
applied the principles of, and complied with, all the applicable code provisions
of the Corporate Governance Code as set out in Appendix 14 to the Listing
Rules (the “CG Code”) except for code provision A.2.1 of the CG Code. Since
23 January 2015, Mr. ZHAO Yao, the Chairman and an Executive Director, has
taken up the position of chief executive officer of the Company, details of which
were set out in the announcement of the Company dated 23 January 2015.
This deviated from code provision A.2.1 of the CG Code, which stipulates that
the responsibilities between the chairman and chief executive officer should be
divided and should not be performed by the same person. However, having
considered the current status of the Group, vesting the roles of both chairman
and chief executive officer in the same person enables the Group to plan its
overall strategy more efficiently and achieve the budgeted target. The Board
believes that the balance of power and authority under this arrangement is
adequately ensured by the Board which comprises experienced, professional
and high caliber individuals with a sufficient number thereof being independent
non-executive Directors (the “INEDs”).

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as its own code of conduct
regarding Directors’ securities transactions. Following the specific enquiries
made by the Company with all Directors, they have confirmed that they had
complied with the required standard set out in the Model Code for the period
under review.

AUDIT COMMITTEE’S REVIEW

The Company has established an audit committee of the Board (the “Audit
Committee”) for the purposes of reviewing and providing supervision over the
Company’s financial reporting process, risk management and internal control
systems. The Audit Committee presently comprises 1 non-executive Director
and 2 INEDs, and 1 of the INEDs acts as the chairman of the Audit Committee.
The Audit Committee has reviewed the unaudited consolidated interim results of
the Group for the six months ended 30 June 2020 and the 2020 interim report
of the Company.

By Order of the Board

Fountain Set (Holdings) Limited
ZHAO Yao

Chairman and Chief Executive Officer

Hong Kong
21 August 2020
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CORPORATE INFORMATION

Honorary Chairman
Mr. HA Chung Fong

Board of Directors

Executive Directors

Mr. ZHAQ Yao (Chairman and Chief Executive Officer)
Mr. LIU Xianfu

Mr. TAO Yongming

Mr. YAU Hang Tat Andrew

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

Independent Non-executive Directors
Mr. NG Kwok Tung

Mr. YING Wei

Mr. William LAM

Company Secretary
Ms. CHENG Wai Han Charmaine

Registered Office and Principal Place of Business

Block A, 6/F., Eastern Sea Industrial Building

29-39 Kwai Cheong Road, Kwai Chung, New Territories, Hong Kong

Company Website

www.fshl.com

Principal Banks

Bank of China (Hong Kong) Limited

Hang Seng Bank Limited

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

Fubon Bank (Hong Kong) Limited

CTBC Bank Co., Ltd.

Solicitors
Vivien Chan & Co.

Independent Auditor

BDO Limited
Certified Public Accountants

Share Registrar
Boardroom Share Registrars (HK) Limited

Room 2103B, 21/F., 148 Electric Road, North Point, Hong Kong
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SHAREHOLDER INFORMATION

Listing

Stock Code
Board Lot
Number of Shares Issued

Listed on the Main Board of

The Stock Exchange of Hong Kong Limited
since 20 April 1988

420

2,000 shares

1,225,026,960

(as at 30 June 2020)

Financial Calendar 2020/2021

Financial year end

2020 interim results announced

Register of members closed

31 December 2020
21 August 2020
N/A

Interim dividend distributed/to be distributed N/A

2020 annual results to be announced

Shareholder Services

Late March 2021

For enquiries about share transfer and registration,
change of correspondence address, etc.,
please contact the Company’s share registrar:

Boardroom Share Registrars (HK) Limited

Room 2103B, 21/F.
148 Electric Road
North Point, Hong Kong
Tel +852 2153 1688
Fax +852 3020 5058

Investor Relations

Ms. Charmaine CHENG
Company Secretary and
Deputy General Manager

Corporate Governance Department
Block A, 6/F., Eastern Sea Industrial Building
29-39 Kwai Cheong Road, Kwai Chung

New Territories, Hong Kong
Email pr@fshl.com

Lt © B1988%F4 A20H £
BBBMAERHMERRAA
FRET™

B& 17348 5% 1420

BEEN : 2,000%

ERTRAOEE 1,225,026,960

(H E2020%6/830H )

2020/2021 F Bt # B &

R FEEHE 2020912 A31H
2020F R HAZELE N 20208 A21H
B EFEH 38 A
PHRRBIRE, BTIRE  TEA
2020F FEHEBE N 202143 A T 48
B% R AR %
FAEBRGBAERERL -
m?iu*tmiﬁﬁméﬂ :
BB AR ARG B ERE
Wé‘“ * B E AR AT
HEdA
BERIE1485
21#2103B=

E 5+ 852 2153 1688
{EH+ 852 3020 5058

REERE

B
NRWEF
DEERE

JZ. & 4 & 38
EEHR
LB 8 529-39%%
BT EREAFCTE
& # pr@fshl.com



FOUNTAIN SET (HOLDINGS) LIMITED
BEERX (KE) FRAF

Block A, 6/F, Eastern Sea Industrial Building
29-39 Kwai Cheong Road, Kwai Chung
New Territories, Hong Kong
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www.fshl.com
SEHK: 420

Overseas Offices JFIMNIEER:

Ho Chi Minh City _ London | Shanghai _ Tokyo
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