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BEEEY (HB ARSI
Fountain Set (Holdings) Limited

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

INTERIM RESULTS ANNOUNCEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2022

The board of directors of Fountain Set (Holdings) Limited (the “Company” and the “Directors”, respectively) announces that the
unaudited condensed consolidated results of the Company and its subsidiaries (collectively, the “Group”) for the six months ended 30
June 2022 are as follows:

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME Bl& e B2k EM2 ARG R

(Unaudited)
(RREZ)
Six months ended 30 June
8 E6H30A 1-61E A
2022 2021
Notes [zt~ HK$'000 F#ET  HK$000 FET
Revenue =E G 4 3,516,625 3,218,999
Cost of sales THE K (3,110,415) (2,764,337)
Gross profit EF 406,210 454,662
Other revenue HAMg A 31,233 40,408
Other gains and losses H il & E518 (25,457) (5,181)
Distribution and selling expenses DIERIEEER (54,608) (68,334)
Administrative expenses THER (236,075) (224,981)
Finance costs E=yn%:N 5 (7,264) (7,850)
Share of profit of an associate e —MEEE AT 2 BF) 45 218
Profit before income tax expense FREASIR T AT & F] 114,084 188,942
Income tax expense Friginz 6 (26,621) (37,221)
Profit for the period EHEAEF 7 87,463 151,721
Profit for the period attributable to: fEh = EAEEA
Owners of the Company rrBHEB A 70,327 136,248
Non-controlling interests JEER 17,136 15,473
87,463 151,721
HK cents 3l HK cents &1l
Earnings per share SREF
— Basic —H&K 9 5.7 111
— Diluted — 9 5.7 11.1




CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME BBk 45 R B2 ANER

(Unaudited)
(RESEZ)
Six months ended 30 June

& =6H30H LL6fE A

2022 2021
Note [zt HK$’000 F#T HK$'000 FE71

Profit for the period =& 7 87,463 151,721
Other comprehensive (loss)/income, Hihz2m (518 W=
net of tax (BN PRIRIE)
ltem that may be reclassified HEBOEEMNEEER L
subsequently to profit or loss: ER
Exchange differences arising on BMEBINEREE
translation of foreign operations FERERE (16,040) 4,825
Other comprehensive (loss)/income =HIEBEMEE (BB Wam
for the period (16,040) 4,825
Total comprehensive income =HEEEKmEE
for the period 71,423 156,546
Total comprehensive income for the FEhEEEm|
period attributable to: WEn 48 (E !
Owners of the Company rrBHEB A 56,768 139,970
Non-controlling interests R T 14,655 16,576
71,423 156,546




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION &85

REMBRAR

(Unaudited) (Audited)
(REEEIZ) (&2 1%)
At 30 June At 31 December
"6H30H 128318
2022 2021
Notes [zt~ HK$'000 F#Ex  HK$000 FET
Non-current assets EREBEE
Investment properties KEY= 77,511 83,195
Property, plant and equipment LY ER T ECYS L 10 1,296,173 1,336,105
Right-of-use assets FREEE 11 209,288 196,861
Other intangible assets HthmpEE 4,523 6,030
Deposit paid for purchase of plant BEMARRREN
and equipment [EENE e 16,011 16,808
Interest in an associate R—REkE AR 2R 23,643 23,598
Deferred tax assets RETRIEE B 71,410 65,914
1,698,559 1,728,511
Current assets MBIEE
Inventories =8 12 1,490,145 1,717,220
Trade and bills receivables B R EIRRE IS 13 1,261,748 1,270,335
Prepayments, deposits and FENHRIE-BEK
other receivables HAh W FRIE 13 136,435 195,848
Tax recoverable CIEqEIE o] 4,430 7,300
Restricted bank deposits ZIREIERITIERR 3,733 4,197
Short-term bank deposits ¥2HARITERR 333,375 57,846
Bank balances and cash IRITHEGRNRIEE 793,690 767,133
4,023,556 4,019,879
Current liabilities mEIBE
Trade and bills payables EELERBNRIE 14 711,503 956,450
Other payables and accruals HinENRIBRESER 14 275,271 322,084
Contract liabilities BHamE 30,350 32,701
Lease liabilities — current portion HEaE-—REHD 27,976 24,641
Amounts due to non-controlling RIEVERR AR BB 7R IB
shareholders 62,834 62,834
Amount due to an associate R —EME A B I8 4,495 6,443
Deferred income — current portion FEIEW A —RENEE 5,291 5,457
Tax payable FEIIRIE 34,905 32,247
Bank borrowings — due within one year ~ $E{TfEE——F R ZIE] 15 474,096 327,342
1,626,721 1,771,099
Net current assets RENBEFE 2,396,835 2,248,780
Total assets less current liabilities BEEEERRHERE 4,095,394 3,977,291




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION &85

REMBRRR

R

(Unaudited) (Audited)
(RREXZ) (2B 1%)
At 30 June At 31 December
t6H30H 128318
2022 2021
Notes [fiz ~ HK$’000 F#Ex  HK$000 FET
Non-current liabilities ERBERE
Deferred income — non-current portion FIEW A —IERBNEB 2 79,176 83,147
Bank borrowings — due after one year RITEE——FBIE 15 245,159 -
Lease liabilities — non-current portion HEaG-IFERBHD 133,596 130,330
Deferred tax liabilities RETRIEE R 2,946 4,716
460,877 218,193
Net assets BEFE 3,634,517 3,759,098
Capital and reserves B K #E
Share capital %N 16 889,810 889,810
Reserves (i 2,531,192 2,670,428
Equity attributable to owners KRB ER AELER
of the Company 3,421,002 3,560,238
Non-controlling interests JERER S 213,515 198,860
Total equity HES4EE 3,634,517 3,759,098




NOTES

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 2021 that
is included in this interim results announcement as comparative information
does not constitute the Company’s statutory annual consolidated financial
statements for that year but is derived from those financial statements.
Further information relating to these statutory financial statements required
to be disclosed in accordance with Section 436 of the Companies
Ordinance (Cap. 622 of the Laws of Hong Kong) (the “Companies
Ordinance”) is as follows:

The Company has delivered the statutory annual consolidated financial
statements for the year ended 31 December 2021 to the Registrar of
Companies as required by Section 662(3) of, and Part 3 of Schedule 6 to,
the Companies Ordinance.

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

BASIS OF PREPARATION

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

The condensed consolidated financial statements have been prepared
under the historical cost basis. These condensed consolidated financial
statements have been prepared with the same accounting policies
adopted in the 2021 annual financial statements, except for those that
relate to new standards or interpretations effective for the first time for
periods beginning on or after 1 January 2022.

In the current interim period, the Group has applied, for the first time, the
following new and revised standards, amendments and interpretations
issued by the HKICPA, which are effective for the Group’s financial year
beginning on 1 January 2022.

Amendments to HKAS 16 Proceeds before Intended Use

Amendments to HKAS 37 Onerous Contracts — Cost of Fulfilling

a Contract
Amendment to HKFRS 3 Reference to the Conceptual
Framework

Amendment to HKFRS 1,
First-time adoption of HKFRSs

Annual Improvements to
HKFRSs 2018-2020 Cycle

Amendment to HKFRS 9,
Financial Instruments

Annual Improvements to
HKFRSs 2018-2020 Cycle

Amendment to illustrative examples
accompanying HKFRS 16, Leases

Annual Improvements to
HKFRSs 2018-2020 Cycle

The new and revised standards, amendments and interpretations that are
effective from 1 January 2022 did not have any significant impact on the
Group’s accounting policies.
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3. PRINCIPAL ACCOUNTING POLICIES (continued)

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

Group.

Amendments to HKAS 1

Amendments to HKAS 1 and
HKFRS Practice Statement 2

Amendments to HKAS 8

Amendments to HKAS 12

Amendments to HKFRS 10
and HKAS 28

Classification of Liabilities as Current

or Non-current and Hong Kong
Interpretation 5 (2020), Presentation of
Financial Statements - Classification
by the Borrower of a Term Loan that
Contains a Repayment on Demand
Clause!

Disclosure of Accounting Policies'

Definition of Accounting Estimates!

Deferred Tax related to Assets and Liabilities

arising from a Single Transaction'

Sale or Contribution of Assets between

an Investor and its Associate or Joint
Venture?

! Effective for annual periods beginning on or after 1 January 2023.

2 The amendments shall applied prospectively to the sale or contribution

of assets occurring in annual periods beginning on or after a date to be

determined.

The directors of the Company 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.
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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 2022 (unaudited)

ERERDEEN

FARAEEE (EFT) AEBEERE
&) IRIRE 5 P2 0 7 [ 9 o0 (0 B <
BUCEEBRUBER QEEE (F2
SIFTEBH) ~ REARKME (TREL) &
- EE EE 2N BRI E
(MRS E  EEAZNE
MR RRR) AR SHEAIE A
HENE MIHMHE AARE 2 EESD

o
LU 7 4 B 1 L RE A P £ s o
B WRMRET RS EE S 2R
4B R R DU R AR 1E 2 17 o

#H F20226H300 L6 B (RE&EEZ)

Segment
Hong Kong The PRC Taiwan Korea Sri Lanka America Europe Others total  Eliminations Consolidated
&% HE A% BE  MEET il Bl EMHE  AE4E bt | e
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS 000 HKS'000 HKS'000 HKS'000 HK$'000
T#r TEr FET Tér T#r TEr Tir Fér T#r FEr Tir
REVENUE BEE
Externdl sales iR a5 1,101,045 194,475 281,008 532,061 317,972 38,202 580617 3516625 - 3516625
Inter-segment sdles oty FERHE (12 1,954,868 830,134 - - 205473 - - 15,113 3105588 (3,105,588 -
Total segment reverve  HEEEBEE 2426113 1931,179 194475 281,008 731534 317972 38,202 695730 6622213  (3105588) 3,516,625
RESULTS £
Segment profit HERR 38,783 87,106 16,099 23,109 34,760 26,196 3,106 46,311 215410
Interest income FIEHA 3616
Unallocated income FARBA 8,561
Unallocated expenses FAERH (166,344)
Finance costs BERL (7,264)
Share of proftt of an i —BEE AT BA
associate 4
Proft before income tax ~ BRFRETAS: MBI BR|
expense 114,084




REVENUE AND SEGMENT INFORMATION (continued) 4. EEBEROEEN @

Six months ended 30 June 2021 (unaudited) HZE202156830H LE6(E B RE&EIZ)
Segment
Hong Kong The PRC Taiwan Koea  Srilanka America Europe Others tot Eliminations ~ Consolidated

& e a2 BE FEEc Sl Bl HittE  9ERE i &4
HKS000  HKSOOO  HKSOOD  HKSOOO  HKSOOO  HKSOOD  HKSOOO  HKSDOO  HKSOmD MK HKSOMD
FEn & FEr FET FEn & FEr FET Sz & FEr

REVENUE £
External sales HIMEE 402,784 878,844 228,905 205,011 515,600 264,428 28,712 694,715 3,218,999 - 321899
Inter-segment sales fofg)  HBEHE (W) 1833589 1,008,694 - - 196,937 - - 88653 3127873 (3127879 -
Totel segment revenue RS ERAE 2236373 1,887,538 228,905 205,011 712,637 264,428 28,712 783368 6346872  (3127873) 3218999
RESULTS 24
Segment profit NERA 46,764 104,024 26,749 28913 47,497 30,709 3,355 79,987 362,998
Interest income HEKA 3970
Unallocated income RAEMA 1,190
Unallocated expenses ~ RHEXH (171,584)
Finance costs EEGES (7.850)
Share of profit of an Ff—EBEATZ RN

associate 218
Proft before income tax ~ FAFA{SHA HAIRA

expense 188,942
Note: Inter-segment sales are charged at price by reference to the prevailing market Wizt D EEEEZBRL2RER ZMEE

rates. I TIEERE ©

Segment profit represents the profit earned by each segment without DEBANIEEDEMBRNNEF] 8P
allocation of central administration costs and other expenses (including EHATRITBRAREMER (B1FHR
non-production related employee benefits expenses, directors’ FEFEERMzEERNBEZ -EEME 1R
emoluments, bank charges, etc.), depreciation and amortisation of TERD REVME WX - BERRER
investment properties, property, plant and equipment and other intangible Hihim & E 2 ITE REHE - FIEWA Y
assets, interest income, impairment loss and gain on disposal/written- HMERSHEZHEEBEEHE iMH
off of property, plant and equipment, finance costs, share of profit of an W~ MER A EL—EBE A 2 BT
associate, etc. This is the measure reported to the Board for the purposes Lo ABRSERENFTEMAES
of resource allocation and performance assessment. GiEFR o HAEo



REVENUE AND SEGMENT INFORMATION (continued) 4. SEERDEEN (@
Disaggregation of revenue EEEST
Disaggregation of revenue from contracts with customers by products and BERMEEDBAFGEEONERER
timing of revenue recognition are as follows: WARFIMT :
(Unaudited)
(REEER)
Six months ended 30 June
#H F6H30H LL6ME A
2022 2021
HK$'000 F#;z  HK$'000 FE7T
Revenue from contracts with EAM RS ERE1558
customers within the scope of HEANEFEREREA :
HKFRS 15:
Production and sales of dyed BERIHE B
fabrics and yarns 3,058,501 2,867,089
Production and sales of garments RIS K IHE B I) 458,124 351,910
3,516,625 3,218,999
Timing of revenue recognition: FRUR A BIEFRT <
At a point in time TERRBZ, 3,516,625 3,218,999
Transferred over time PERFE SRS - -
3,516,625 3,218,999
FINANCE COSTS 5. BERA
(Unaudited)
(REEEIZ)
Six months ended 30 June
# F6H30H LL61E A
2022 2021
HK$000 F¥#;t  HK$'000 FET
Finance costs on: BB A AN
Bank borrowings RITEE 3,253 3,496
Lease liabilities HEAaE 4,011 4,354
7,264 7,850

10



6.

INCOME TAX EXPENSE

6. PRI

(Unaudited)
(REEER)
Six months ended 30 June
8 E6H30H LL61E A
2022 2021
HK$000 F#&;r  HK$'000 F#ET
Current tax: =HERIE .
Hong Kong 558 5,520 16,320
The PRC =8 14,634 15,988
Other jurisdictions Hana) A& 9,517 7,409
29,671 39,717
Under/(over) provision in prior years: BFEERERE, (BEEREE)
The PRC Fh 3,419 613)
Other jurisdictions Hina)shla 1,052 161
4,471 (452)
Deferred tax: FIEFR I
Hong Kong 58 117 (1,504)
The PRC s (5,974) 743
Other jurisdictions Hana A& (1,664) (1,283)
(7,521) (2,044)
26,621 37,221

Under the Hong Kong two-tiered profits tax rates regime, the first
HK$2,000,000 of assessable profits of one subsidiary of the Company,
which is a qualifying corporation, is taxed at 8.25% and the remaining
assessable profits at 16.5%. The profits of other group entities not entitled
to the two-tiered profits tax rates regime will continue to be taxed at
16.5%.

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

subsidiaries is 25%.

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.

11
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7. PROFIT FOR THE PERIOD 7. EHAMZEF
(Unaudited)
(RESEXZ)
Six months ended 30 June
# =6H30H L6EA
2022 2021
HK$'000 F#;r  HK$'000 &7
Profit for the period has been EHRBRAENE GtA)
arrived at after charging/(crediting):
Amortisation of other intangible assets ELfth 72 & £ 2~ # 5 1,508 1,508
Depreciation of investment properties B Y~ 3T E 2,810 2,479
Depreciation and impairment of ME- B RREZITER
property, plant and equipment A 87,220 85,385
Depreciation of right-of-use assets ~ FREEEZIFE 14,410 14,401
Employee costs (including directors’ B &7 (BIEEEHS)
emoluments) 476,882 507,252
Gain on disposal/written-off of HE M E AR
property, plant and equipment* B A (1,472) (562)
Government grants* (note) B #EAL (H5E) (6,200) 6,192)
Provision for impairment loss on trade & % K ZiEEINIE >
and bills receivables, net* MEBRKEERE 39,240 6,183
Provision for impairment loss reversed ELfthfEUFRIEZ
on other receivables, net BEBKRELIEEZE (6,115) -
Interest income* B WA (3,616) (3,970)
Net exchange gains* bE 2 U = A" (6,196) (440)
Net rental income from investment &Y S WA FE*
properties® (3,100) (6,736)
* Included in other revenue BIETEEHME AR
# Included in other gains and losses BIEEEHME R EEA

Note:

For the six months ended 30 June 2022, government grants included grants
of HK$4,351,000 (six months ended 30 June 2021: HK$6,192,000) received
from the PRC local government authority as subsidies to the Group for
incentive of foreign trade and steady growth of business and there were no
restrictions with the use of such government grants.

For the six months ended 30 June 2022, the Group also applied for
government support program introduced in response to the COVID-19
pandemic. Included in profit or loss was HK$1,849,000 (six months ended
30 June 2021: Nil) of government grants obtained relating to supporting
the payroll of the Group’s employees from the Hong Kong Government.
The Group elected to present this government grant separately, rather than
reducing the related expense. The Group had to commit to spending the
assistance on payroll expenses, and not to reduce employee head count
below prescribed levels for a specified period of time. The Group did not have
any unfulfilled obligations relating to this program.

12
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8. DIVIDENDS iRE
(Unaudited)
(REEEIZ)
Six months ended 30 June
#HZ=6H30H LL6MEA
2022 2021
HK$°000 F 3T HK$°000 F 71
Dividend recognised as distribution during the ~ 2HREHERADIKZIRE
period:
2021 final dividend of HK16.00 cents 20215 AR HARR B &A% 16.007481l
(2020 final dividend: HK7.00 cents) (2020F R HEARR B -
per share FRE7.00581) 196,004 85,752

No interim dividend in respect of the six months ended 30 June 2022 has
been proposed by the Board (six months ended 30 June 2021: Nil).

The final dividend of HK16.00 cents in respect of the year ended
31 December 2021 (2020: HK7.00 cents) per share, amounting to
HK$196,004,000 (2020: HK$85,752,000), had been approved by the
shareholders of the Company at the annual general meeting of the
Company held on 6 May 2022 and was paid during the six months ended

BT ERIKE E£2022F6H30H L-61E
Bz HEAKEE (B E2021F6830H LL61E
Ao

HE2021FE12B31HIEEEZRERES
f%16.007 1l (20204 : 7.00%1l) > 55
196,004,000 75 ( 20204 : 85,752,000
70) » BRR2022F5 6 H BT 2 A AT RER
BEAZ LEANBRERE WERE

30 June 2022. F202256430H 1-6E 3 HAE PR ©
9. EARNINGS PER SHARE sREF
The calculation of the basic earnings and diluted earnings per share KABHEEANBEEREABIREER
attributable to owners of the Company is based on the following data: FITHRE T EIERE
(Unaudited)
(REEETEIZ)
Six months ended 30 June
#HF6H30H LL61E A
2022 2021
HK$000 F#;c  HK$'000 F#ET
Earnings &F
Profit for the period attributable to  FLEtEEREAREF K
ordinary equity shareholders of BERAFA AN
the Company for the purpose of TBERERERBA
computation of basic earnings and ~ FE{L 2HAR & A
diluted earnings per share 70,327 136,248

13



10.

11.

EARNINGS PER SHARE (continued)

9. SkEF (@

(Unaudited)
(REBEZ)
Six months ended 30 June

& =6H30H LL6fE A

2022 2021

Number of shares RS ¢E|

Weighted average number of MtEBRERK
ordinary shares for the purpose of ~ #EZERF|FTRA 2
computation of basic and diluted ZiaRmeETEsE

earnings per share

1,225,026,960 1,225,026,960

(@) Basic earnings per share

The computation of basic earnings per share for the six months
ended 30 June 2022 is based on the profit attributable to ordinary
equity shareholders of the Company of HK$70,327,000 (six months
ended 30 June 2021: HK$136,248,000) and the weighted average
of 1,225,026,960 (six months ended 30 June 2021: the weighted
average of 1,225,026,960) ordinary shares in issue during the period.

(b) Diluted earnings per share

The Company had no potentially dilutive ordinary shares in issue
during the periods ended 30 June 2022 and 30 June 2021.

MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT

The Group incurred expenditure of HK$56,884,000 during the six months
ended 30 June 2022 (six months ended 30 June 2021: HK$47,340,000)
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 2022, the Group entered into
new lease agreements for use of production equipment and 6 leasehold
lands, and therefore recognised the additions to right-of-use assets of
HK$26,937,000 (six months ended 30 June 2021: HK$1,534,000).
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(b) EiiEFERF

B ZE202256830H K202156830H
LEHARS R R A BN EE BT BB
rHEE ZER
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KEBEE202256H300 L6618 B 5/
W ABBAREARER ZEEREMA
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12. INVENTORIES 12. &

(Unaudited) (Audited)
(REEER) (fE;%)
At 30 June At 31 December
68308 H12831H
2022 2021
HK$°000 F#T HK$'000 F &1
Spare parts B 31,091 28,039
Raw materials il 544,547 526,525
Work-in-progress FES 497,753 580,700
Finished goods &l an 416,754 581,956
1,490,145 1,717,220

13. TRADE AND BILLS RECEIVABLES/PREPAYMENTS, 13. BERESEEIEIE FE(FRIE

DEPOSITS AND OTHER RECEIVABLES

The Group allows a credit period mainly 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

& R H IR IR

AEBTFTERMHN FIOKREOKEERT

HEXER -EXRE

BEWRIEREE

ZHANRSIRRE DA ¢

period:
(Unaudited) (Audited)
(REEEIZ) (1822 1%)
At 30 June At 31 December
*6H30H 12831
2022 2021
HK$’000 F#T HK$°000 F 7T
Within 1 month REVERR 507,322 753,219
1 to 2 months 122188 364,773 331,739
2 to 3 months 2E3(EH 263,264 128,921
Over 3 months ER UL 201,606 93,288
1,336,965 1,307,167
Less: loss allowance P SEi=t g (75,217) (36,832)
1,261,748 1,270,335

2022668300 » EfthFEURRRIE T 5 BT U
[EB]3% {H7220,949,0005 75 ( 2021412531
H : 69,167,000/ 7T) MFENFIE S R EH
i FEUS =R TE115,486,0003 75 (20214128
31H : 126,681,000 7T) ©

Other receivables as at 30 June 2022 represented value-added tax
recoverable of HK$20,949,000 (31 December 2021: HK$69,167,000)
and prepayments, deposits and other receivables of HK$115,486,000 (31
December 2021: HK$126,681,000).
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14. TRADE AND BILLS PAYABLES/OTHER PAYABLES AND

14, EXERFBEMARIE HithEG™R

ACCRUALS BRETER
(Unaudited) (Audited)
(REEER) (182 1%)
At 30 June At 31 December
*6H30H 128310
2022 2021
HK$°000 F 37T HK$°000 F 7T
Trade payables EEERIE 542,543 727,898
Bills payables ERENRIE 168,960 228,662
711,503 956,450

The following is an ageing analysis of trade and bills payables based on the

EENEERNRIALRETE QN REH

invoice dates, as at the end of the reporting period: BRPERES DT ¢
(Unaudited) (Audited)
(REEEZ) (&2 1%)
At 30 June At 31 December
*6H30H R12831H
2022 2021
HK$'000 F#&;x  HK$'000 FET
Within 1 month EIEES 467,803 608,512
1 to 2 months 1E2EH 149,676 226,591
2 to 3 months 2E3EA 45,738 44,258
Over 3 months 3MEA U E 48,286 77,089
711,503 956,450

Other payables and accruals as at 30 June 2022 represented other
payables of HK$140,031,000 (31 December 2021: HK$145,158,000) and
accruals of HK$135,240,000 (31 December 2021: HK$177,826,000).
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15. BANK BORROWINGS

During the six months ended 30 June 2022, the Group obtained new
bank borrowings of HK$935,543,000 (six months ended 30 June 2021:
HK$692,703,000) and made repayments of HK$543,673,000 (six months
ended 30 June 2021: HK$472,999,000). These bank borrowings obtained
and repaid are mainly denominated in Hong Kong dollar (‘HKD”) and
United States 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 1.56%
(81 December 2021: 1.44%) per annum. As at 30 June 2022, the bank
borrowings were repayable by installments over a period from one to three
years (31 December 2021: repayable within one year). All bank borrowings
were unsecured as at 30 June 2022 and 31 December 2021.

15. $RITEE

B E2022E6830H LE6@E B AR 7Y » A5
B E{S 3 R 47 18 §935,543,000 7T (B =
2021868300 LE61E S : 692,703,000/ 7t)
K B 1838543,673,0005 70 (B =20214F68
308 LE6ME A : 472,999,000 7T) %% B
RERBEEBZRTEETEL ST (E
7ol) Kkt (13E£m)) stE - FrEE 2 IR1TE
BT EREEERANIRITEENEE
NEFEZEBES

AEBBRTEEFEAIEEE - KEH
IRITEEZ FHERENZEA1.56% (2021
F12831H 1 1.44%) o 2202246830
HiRITEEEN—E=-FHBoHER
(20215128318 : BR—ERER) -1
2022F6H308 &2021E12831H  FAA R
TEELAEKR

16. SHARE CAPITAL 16. B&7s
(Unaudited) (Audited)
(REERZ) (&EZ)
At 30 June 2022 At 31 December 2021
1£2022%6530H 120216128 31H
No. of shares HK$’000 No. of shares HK$'000
BrEE FAET ik 4= FET
Ordinary shares, Zimhs
issued and fully paid: BT RERE
At beginning and end of the PRE R R
period/year FAER, AR 1,225,026,960 889,810 1,225,026,960 889,810

In accordance with Section 135 of the Hong Kong Companies Ordinance
(Cap. 622), the ordinary shares of the Company do not have a par value.
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MANAGEMENT DISCUSSION AND ANALYSIS
BUSINESS REVIEW

During the first half of 2022 (“1H2022” or the “Period”), consumers’ purchasing
desire declined due to the impact of 2019 novel coronavirus disease pandemic
(the “COVID-19” or the “Pandemic”) and war; consumers’ purchasing power
declined due to global inflation; and the Group’s retail apparel customers
reduced their demand for the Company’s products due to stockpiling. At the
same time, production costs inflated, including yarn, coal and fuel, dyestuffs,
chemicals, and labour costs increased sharply at an unexpected rate. Although
the cost of certain raw materials has stabilized, such cost was still higher than
normal level, which affected the Group’s profitability.

Our total sales volume of fabric decreased by 14.2% as compared to the first
half of 2021 (“1H2021”), however, the average selling price recorded an increase
as the Group adjusted fabric prices in new orders to recover the increase in
costs. Our total revenue was approximately HK$3,517,000,000 in 1H2022
(1H2021: approximately HK$3,219,000,000), a 9.2% increase as compared to
1H2021. Gross profit margin decreased by 2.5 percentage points from 14.1%
in 1TH2021 to 11.6% in 1H2022. Profit attributable to owners of the Company
for 1H2022 was approximately HK$70,000,000 (1H2021: approximately
HK$136,000,000).

The direct impact of the Pandemic on the Group was not serious during
1H2022. There was no suspension of production in the factories operated by
the Group during the Period. The Group will continue to adopt appropriate
measures to minimize the impact of the COVID-19. Thanks to the determination,
fast-to-response attitude, persistency and hard works of the management team
as well as all staff, the Group has successfully managed to reduce noticeably
the percentage to sales of: 1. distribution and selling expenses; 2. administrative
expenses; and 3. finance costs when compared to the same period last year.
These 3 expenses represented 8.5% of the total revenue in 1H2022, which is
0.8 percentage point lower than 9.3% in 1H2021.

With the continuous stringent control on the Group’s credit management and
solid enforcement on our credit policies, the trade and bills receivables turnover
period of the Group was reduced by 3 days from 68 days in TH2021 to 65 days
in TH2022.
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According to the information published on the website of the China Cotton
Association (B3 TEI# &), the China cotton price index CCINDEX2129B
(P EMBEERIEE) was RMB18,885/ton as at 30 June 2022 and was
RMB22,781/ton as at 4 January 2022. The China cotton price index was at
the highest in February 2022 at RMB23,422/ton and at the lowest in June
2022 at RMB18,856/ton. When compared with a year before, the China cotton
price index CCINDEX2129B was RMB16,452/ton as at 30 June 2021, and
RMB15,365/ton as at 4 January 2021. From the year-on-year comparison
between 30 June 2021 and 30 June 2022, a 14.8% increase of the China
cotton price index was recorded.

The Bohai-Rim Steam-Coal Price Index is an index system that objectively
reflects the price level and the trend of spot coal trading, the price level of off-
shore closeout and the fluctuation of thermal coal in the ports in the Bohai
Rim region (China’s vast economic regions and key areas of national open
development, composed of Beijing-Tianjin-Hebei regions, Shandong Peninsula
region and Liaoning Central and South region), which is the reference system
of power coal price in China. According to China Coal Market Website, the
monitoring data showed that Bohai-Rim Steam-Coal Price Index was RMB733/
ton as at 29 June 2022, an increase by RMB89/ton year-on-year. The Group
continues to focus on lean management, technology automation, machinery
upgrade, cost reduction and control initiatives to boost overall operating
efficiency.

During the Period, the Group’s continuous restructuring and consolidating of
our subsidiaries with the aims to streamline operation and reduce costs was
successfully implemented.

Production and Sales of Dyed Fabrics and Yarns

During 1H2022, the Group’s total production capacity of 4 fabric mills in both
the PRC and Sri Lanka was approximately 24.5 million pounds of fabric dyeing
per month, which was the same as compared to the same period last year.

During the Period, the Group’s core business, production and sales of dyed
fabrics and yarns, generated revenue of approximately HK$3,059,000,000 and
accounted for 87.0% of the Group’s total revenue.

Production and Sales of Garments

Revenue from the production and sales of garments for 1H2022 was
approximately HK$458,100,000 and accounted for 13.0% of the Group’s total
revenue.

Dividend

The Board has resolved not to declare any interim dividend for the six months
ended 30 June 2022. The Group generously maintained a high dividend payout
ratio of 80% to 90% in the past 4 years. Whether the Group is able to maintain
a similar range of dividend payout ratio as our dividend policy will also depend
on the results in second half of 2022 (“2H2022”). The Group is committed to
providing rewarding investment return to the shareholders of the Company,
subject to the dividend policy stated in the 2022 annual report of the Company.
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Awards and Certifications

Our awards and certificates accredited during 1H2022 were as follows:

R

1E1H2022 » AN EE B TSR IE K S0 T -

Type of Award/ Date of Issue
No. Name of Award/Certification Certification (Year/Month) Issuing Unit/Organisation
Xt 8298/ REAE RIE/DHEY  EEAHE/R) BHEQ/HE
Fountain Set (Holdings) Limited {2HE ¥ (£@) AR AT
1 COTTON USA™Licensee Licensee 2022/01 Cotton Council International
COTTON USA™ fES 1B RESIEBH ZEERRTERE
2 SUPIMA®Licensee Licensee 2022/01 SUPIMA®World's Finest Cottons
SUPIMA®HE & fE RS REGFBH SUPIMACHE R TE AR 18 7E
Fountain Set Limited BEHE %5 R AF
3 Global Recycled Standard (GRS) 4.0 Certification 2022/03 Intertek Group
2HKEURIREE(GRS).0* 5858 PR
Jiangyin Fuhui Textiles Limited ;I BEHEER AT
4 2021 Top 100 Star Enterprise* Award 2022/04 Jiangyin Municipal Party Committee of Communist
NEERRBERE =15 Party of China*
hETRREE
Jiangyin Municipal People’s Government*
IRmAREA
5 “Four-star” grass-roots party organization of Award 2022/04 Committee of the Communist Party of China of
COFCO* 15 Chinatex Corporation Limited*
FIEEENEEERAS FHARATHERERATEES
6 2021 Qutstanding Contribution Award for Award 2022/05 Jiangyin High-tech Industrial Development Zone
High-quality Development* =15 Committee of Communist Party of China*
ANFEBEELRRUBRE PHIBRMRMEXRERI(FRZES
Administration Committee of Jiangyin High-tech
Industrial Development Zone*
IEBMRNERREEEEREE
7 2021 Qutstanding Enterprise of Foreign Award 2022/05 Jiangyin High-tech Industrial Development Zone
Investment* 15 Committee of Communist Party of China*
AFEIBREFTELE RHIRENENEXRERIFRES
Administration Committee of Jiangyin High-tech
Industrial Development Zone*
IREHRTEXREREEERES
8 2021 Advanced Foreign Trade Enterprises® Award 2022/05 Jiangyin High-tech Industrial Development Zone
01 FENBIMT R 15 Committee of Communist Party of China*

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

/_T_ Eﬂ%ﬁ&1h}§¥ﬁfﬁ§;f@”:1§;§ =
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Type of Award/

Date of Issue

No. Name of Award/Certification Certification (Year/Month) Issuing Unit/Organisation
Xt 8218/ REAE 215/ 0EEY  BEEAMEB)  BHEMG/HE
9 2021 Qutstanding Enterprise of Ecological Award 2022/05 Jiangyin High-tech Industrial Development Zone
Civilization* =15 Committee of Communist Party of China*
01 FBE RN BRETEEN PHIREMRMEXRERI(FRES
Administration Committee of Jiangyin High-tech
Industrial Development Zone*
IR EXAEEEERES
10 2021 Charitable Enterprise” Award 2022/05 Jiangyin High-tech Industrial Development Zone
NEEHLEERE =15 Committee of Communist Party of China*
PHIEEMKMEXRERI(FEZES
Administration Committee of Jiangyin High-tech
Industrial Development Zone*
IR EXREEEEREE
11 Top 10 Model Workers’ Home* Award 2022/04 Jiangyin High-tech Industrial Development Zone
+ERERIZXK 15 Federation of Trade Unions”
IRSHEEIE
12 ISO 50001 Energy Management System Certification 2022/02 Beijing Zhongjing Quality Certification Co.,Ltd.
Certificate” ReE LRAPERREEDEERAT
IS0 50001 sE IR EEE #5058
13 ISO14001 Environmental Management System  Certification 2022/02 Beijing Zhongjing Quality Certification Co.,Ltd.
Certificate” ReE LTRAPERIREEDEERAT
ISO1400 R IEEER AT E
14 Global Organic Textile Standard (GOTS) 6.0 Certification 2022/03 ECOCERT GROUP
2IKBE B MGOTS) 6.0° e
15 Organic Content Standard (OCS) 3.0 Certification 2022/03 ECOCERT GROUP
B EE2(0CS) 3.0" B
Ningbo Young Top Garment Co., Ltd. ZXEIMHKERAT
16 2021 Li Ning Partner Excellent Quality Award*  Award 2022/05 Li Ning Co Ltd.
N FEFESERHEFEER 215 FEERAT
Dongguan Shatin Lake Side Textiles Printing & Dyeing Co., Ltd. %) B BAGENVRAERAT
17 Certificate of Color Accreditation Program Certification 2022/05 natific AG
BEREHIEE i
18 Confirmation of bluesign SYSTEM PARTNERS  Certification 2022/03 bluesign technologies ag
bluesign® SYSTEM PARTNERS i)

BHEDE
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Type of Award/ Date of Issue

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

Xt 8218/ REAE 215/ 0EEY  BEEAMEB)  BHEMG/HE

19 Oeko-Tex Standard 100 Certification 2022/04 TESTEX AG, Swiss Textile Testing Institute
Oeko-TexIZ#100* B TESTEX AG > Im 47 i & Firt

20 Oeko-Tex Standard 100 Certification 2022/04 TESTEX AG, Swiss Textile Testing Institute
Oeko-TexIZ#100* B TESTEX AG > Im 47 i & Firt

Ocean Lanka (Private) Limited ;&% (FAA) BRAF

21

22

23

24

25

26

27

28

29

Express Laboratory Certification Certification 2022/01
ExpressE & = s0:5" i
Completion of Vertified Module Certification 2022/01
BERAER i)
Laboratory Approval Certificate Certification 2022/06
EREHERE i)
Oeko-Tex Standard 100 Certification 2022/03
Oeko-Text2 100 38
Certificate of Color Accreditation Program Certification 2022/06
BEEREFEE i)
George Laboratory Certification Scheme Certification 2022/06
George B R E DB 2 D5
Global Recycled Standard (GRS) 4.0 Certification 2022/04
2IKEIRE(GRS) 4.0¢ ot
Global Organic Textiles (GOTS) 6.0 Certification 2022/03
2IRE R MGOTS) 6.07 i)
Organic Content Standard (OCS) 3.0 Certification 2022/03
Bl a2127%(0CS) 3.0 ot

Shanghai Fuhui Textiles Trading Co., Ltd. FiBEEHEEZERAT

30

Best Quick Response* Award 2022/01
RERERER 218

Express Laboratory

Sustainable Apparel Coalition

Gap Inc.

TESTEX AG, Swiss Textile Testing Institute
TESTEX AG> Im L 4h i & Firt

natific AG

George & Intertek Group

George e K EE"

Control Union Certifications B.V.
HERE (L5 BRAT

ECOCERT GROUP

ECOCERT GROUP

ANTA Sports Products Limited
ZREERRERAT

*

English names are only the translation of their official Chinese names. In case of
inconsistencies, the Chinese names shall prevail.

Chinese names are only the translation of their official English names. In case of  #
inconsistencies, the English names shall prevail.
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OUTLOOK

According to the Global Economic Prospects June 2022 issued by the World
Bank Group, global economic growth is now expected to slow to 2.9% in
2022 as the spillover effects of the war have slowed global economic activity
more rapidly and exacerbated geopolitical tensions, leading to the shutdown
of some industrial companies and production. Recent severe disruptions to
global industry and trade activities, as well as serious disruptions to international
exchanges and people movements, have exaggerated the supply bottlenecks
and shortages that have persisted since the outbreak of the Pandemic, and
have led to a sharp decline in global trade and investment. Continued high
inflation in the world has brought economic downturns, and commodity prices
have turned down from high levels. More severe supply disruptions, increased
food insecurity and poverty, tighter financial conditions, widening financial
vulnerabilities and rising policy uncertainty. A number of downside risks to the
growth outlook, including stagflation, persistent supply constraints, worsening
food insecurity, financial stress and rising borrowing costs, resurgence of
COVID-19 epidemics, and natural disasters have varying degrees of impact on
emerging market and developing economies (EMDEs).

During 1H2022, economic growth in East Asia and the Pacific is slowing rapidly
against the backdrop of a challenging global economy and industrial chain
stability. Due to the residual effects of the COVID-19 and weak global demand,
China’s economic growth is expected to decline to 4.3% in 2H2022, a value
below the potential growth rate and reflecting a significant slowdown in the
Chinese economy. Assuming the economic impact of war fades, economic
growth in East Asia and the Pacific (excluding China) is expected to rise to 4.8%
as strong domestic demand offsets weaker exports. Median value of annual
aggregate consumer price inflation in East Asia and the Pacific is expected to
exceed 3% in 2022.
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Looking forward to 2H2022, the spillover effect of war is larger than expected,
further pushing up raw material prices. It is expected that the cost of cotton
yarn, which is the main raw material of the Group, will remain at a relatively high
level during 2H2022. Whilst there are many external variables such as inflation,
the consumption level was also affected and suppressed. Meanwhile, due to the
rapid recovery of production momentum in Southeast Asia, the order in China
is obviously facing depletion. The Group is facing a decline in sales. In the face
of the uncertainties of high-priced inventory and fixed costs causing difficulties
and severe situation such as occasional regional outbreaks of the Pandemic and
high international shipping prices, the Group will strictly control the cost of sales
and operation, streamline the organization, strengthen business operations,
and further expand the domestic market to ensure that the Group’s market
positioning will not be compromised and the impact will be mitigated, and will
be prudent in its business and financial performance in 2H2022. Nevertheless,
the Group has been at the forefront of developing innovative products with
customers in the textile and apparel industry, which have wide commercial
potential. The Group will continue to invest resources in this area, such as using
innovative fabrics, developing new collections with customers to strengthen
cooperation with customers.

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.
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FINANCIAL REVIEW

The key operating and financial indicators of the Group for the six months ended

30 June 2022 are set out below:

RAF5[olRE

REEEF F2022F6H30H E6EH 2 FEKE

REAFFIERZHWT ¢

Six months ended 30 June

B ZE6H30H 1L6MER
2022 2021
Statement of Profit or Loss ltems HERER
(Al amounts in HK$ thousands unless (BRYFRIEIERSMPI B SRR
otherwise stated) FHETII™)
Revenue =G 3,516,625 3,218,999
Gross profit EF 406,210 454,662
EBITDA* EMITE R A7 210,160 285,092
Profit for the period TEEEEA 87,463 151,721
Profit attributable to owners of the Company RAB B AELERF 70,327 136,248
Basic earnings per share (HK cents) SREARBHN G 57 11.1
Key Financial Ratios FEMBLEE
Profitability ratios BERIFESHE
Gross profit margin (%) EFZE (%) 11.6% 14.1%
EBITDA* margin (%) ERITE R A EZ(%) 6.0% 8.9%
Expenses as a % of revenue FISS I E 285 EE
Distribution and selling expenses DiEMIHEER 1.6% 2.1%
Administrative expenses TEER 6.7% 7.0%
Finance costs EE={pN 0.2% 0.2%
Asset efficiency BEME
Inventory turnover period (days) EFEFE (R) 87 100
Trade and bills receivables turnover period (days) & 2 & ZiEfE LR IEE EH (B) 65 68
Trade and bills payables turnover period (days) &k ZiEFEMNIEEEE (H) 41 64
* EBITDA means earnings before interest, tax, depreciation and amortisation.
* EBITDA#ZTE 2 BRI EE R i s mi A1) o
At 30 June At 31 December
Ft6H30H 1128318
2022 2021
Asset ratios BEHLE
Current ratio* TRyt 25 2.3
Net debt/EBITDA ratio (annualised) BERS BRI R AT
FEE (F16) (1.0) (1.0)
Gearing ratio BXREEHE
Total liabilities/Equity attributable BERE/AREEEA
to owners of the Company FE(L & 0.6 0.6

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

f ORBLEERNFHERERRRBEERLURS AR
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Revenue

The Group’s revenue for the six months ended 30 June 2022 amounted to
HK$3,516,625,000 (six months ended 30 June 2021: HK$3,218,999,000).

Revenue by Business Segments

87.0% 1H2022

Production and Sales of
Dyed Fabrics and Yarns
SIS MIHE B R

2022 ¥ 4F

In the first half of 2022, the Group’s core business, production and sales of
dyed fabrics and yarns, generated revenue of HK$3,058,501,000 (six months
ended 30 June 2021: HK$2,867,089,000), which accounted for 87.0% (six
months ended 30 June 2021: 89.1%) of the Group’s total revenue. Revenue
from production and sales of garments was HK$458,124,000 (six months
ended 30 June 2021: HK$351,910,000), which accounted for 13.0% (six
months ended 30 June 2021: 10.9%) of the Group’s total revenue.

Cost of Sales and Gross Profit

For the six months ended 30 June 2022, overall cost of sales of the
Group amounted to HK$3,110,415,000 (six months ended 30 June 2021:
HK$2,764,337,000) and overall gross profit margin was 11.6% (six months
ended 30 June 2021: 14.1%).

During the period under review, the Group’s revenue increased by 9.2%
compared with the same period last year, which was mainly due to the increase
in average selling price of fabric. The increase in percentage of production cost
was larger than the increase in percentage of revenue, which led to the drop in
gross profit margin.

Distribution and Selling Expenses

For the six months ended 30 June 2022, the Group’s overall distribution and
seling expenses amounted to HK$54,608,000 (six months ended 30 June
2021: HK$68,334,000), which accounted for 1.6% (six months ended 30 June
2021: 2.1%) of the Group’s total revenue.
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Administrative Expenses

For the six months ended 30 June 2022, the Group’s overall administrative
expenses amounted to HK$236,075,000 (six months ended 30 June 2021:
HK$224,981,000), which accounted for 6.7% (six months ended 30 June 2021:
7.0%) of the Group’s total revenue.

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

For the six months ended 30 June 2022, the Group’'s EBITDA amounted to
HK$210,160,000 (six months ended 30 June 2021: HK$285,092,000) and the
EBITDA margin was 6.0% (six months ended 30 June 2021: 8.9%).

Finance Costs

For the six months ended 30 June 2022, the Group'’s finance costs amounted
to HK$7,264,000 (six months ended 30 June 2021: HK$7,850,000),
representing 0.2% (six months ended 30 June 2021: 0.2%) of the Group’s total
revenue.

Capital Expenditure

During the period under review, the Group invested HK$56,884,000 (six
months ended 30 June 2021: HK$47,340,000) in additions to property, plant
and equipment. The Group’s capital commitments primarily related to the
acquisition of property, plant and equipment. As at 30 June 2022, the Group
had contracted capital commitments of HK$104,272,000 (31 December 2021:
HK$116,978,000) in relation to the acquisition of property, plant and equipment.

Income Tax Expense

For the six months ended 30 June 2022, income tax expense of the
Group amounted to HK$26,621,000 (six months ended 30 June 2021:
HK$37,221,000).
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Liquidity and Financial Resources

As at 30 June 2022, the Group’s net assets amounted to HK$3,634,517,000
(31 December 2021: HK$3,759,098,000). The key figures of the Group’s
financial position were as follows:

BERSMRMBER
12022565 30H » AREE E EIFE43,634,517,000

T (20214128318 : 3,759,098,000587T) o At
BRSO EEESRT ¢

At 30 June At 31 December
168308 7128318

2022 2021

HK$'000 F#;r  HK$000 T

Non-current assets EMBNE E 1,698,559 1,728,511
Current assets BN E 4,023,556 4,019,879
Total assets BEEMBE 5,722,115 5,748,390
Current liabilities mENEE 1,626,721 1,771,099
Non-current liabilities EREAaE 460,877 218,193
Total liabilities aE8E 2,087,598 1,989,292
Net assets BEEFE 3,634,517 3,759,098

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 bank borrowings.

As at 30 June 2022, the Group’s bank borrowings amounted to
HK$719,255,000 (31 December 2021: HK$327,342,000). Details of the bank
borrowings of the Group are set out in note 15 to the condensed consolidated
financial statements.

As at 30 June 2022, the Group’s bank balances and cash, including short-
term bank deposits, amounted to HK$1,127,065,000 (31 December 2021:
HK$824,979,000) and were mainly denominated in HKD, USD and Renminbi
(“RMB”).
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As at 30 June 2022, the principal financial covenant figures/ratios (according to
the definitions of the Group’s principal banks) were as follows:

72022768300 X BENH HLHBIE,/ hE
(IR A S B SR IRAT B S) f T -

At 30 June At 31 December
68308 128318
2022 2021
Consolidated tangible net worth FEFBATEE HK$3,300,209,000% 7%  HK$3,255,116,0000 7
Consolidated total bank debt to REMEIRTTEaEY
consolidated tangible net worth FeFEBERMEELA 0.2 0.1
Consolidated EBITDA to e BRMITEREHERITF B
consolidated interest expense FEer B A 28.9 34.6
Consolidated current assets to RAEMBEEY
consolidated current liabilities REmEaELEs) 2.5 2.3
Consolidated capital expenditure FEBEARRX HK$56,884,00078 7 HK$170,676,00038 71

Risk Management

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

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

In addition, bank borrowings of the Group were denominated in HKD and USD
and interests were mainly charged on a floating rate basis. The average effective
interest rate of bank borrowings of the Group was 1.56% per annum for the
period under review (31 December 2021: 1.44% per annum). As at 30 June
2022, the bank borrowings were repayable by installments over a period from
one to three years (as at 31 December 2021: repayable within one year). All
bank borrowings were unsecured as at 30 June 2022 and 31 December 2021.
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 2022, the Group had approximately 7,100 (30 June 2021:
approximately 7,900) full-time employees. The Group will continue to implement
streamlined production so as to further minimise its labour cost. The Group’s
emolument policies are formulated based on the performance of individual
employee and the salary trends in various regions, which are reviewed regularly.
The Group may, subject to the profitability, distribute a discretionary bonus to its
employees as an incentive for their contribution to the Group.

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

During 1H2022, 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, 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.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix 10 to the Listing Rules (the
“Model Code”) as its own code of conduct regarding Directors’ securities
transactions. 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.

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, among
others, on the Company’s financial reporting process, risk management and
internal control systems. The Audit Committee comprises three independent
non-executive Directors. The Audit Committee has reviewed the unaudited
consolidated interim results of the Group for 1H2022 and the 2022 interim
report of the Company.

PUBLICATION OF 2022 INTERIM RESULTS
ANNOUNCEMENT AND INTERIM REPORT

This results announcement is published on the respective websites of the
Company (www.fshl.com) and the Stock Exchange (www.hkexnews.hk). The
2022 interim report of the Company containing all the information required by
the Listing Rules will be dispatched to the Shareholders and available on the
respective websites of the Company and the Stock Exchange in due course in
the manner as required by the Listing Rules.

By Order of the Board

Fountain Set (Holdings) Limited
LIU Xianfu

Chairman

Hong Kong, 25 August 2022
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As at the date of this announcement, the Board comprises & executive Directors, namely Mr. LIU Xianfu (Chairman), Mr. SUN Fuji
(Chief Executive Officer), Mr. ZHAO Yao, Mr. YAU Hang Tat Andrew and Mr. ZHANG Zheng; 2 non-executive Directors, namely Dr. YEN
Gordon (Non-executive Vice Chairman) and Mr. TAO Yongming; and 4 independent non-executive Directors, namely Mr. NG Kwok

Tung, Mr. YING Wei, Mr. Williarm LAM and Mr. WONG Kwong Chi.
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