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

FOR THE YEAR ENDED 31 DECEMBER 2022 #E2022F12831HILEE

2022 2021
Notes [f1zF HK$'000 F#&7T  HK$'000 FET
Revenue =31 3 6,053,645 6,751,277
Cost of sales HERAE (5,475,828) (5,871,738)
Gross profit EF 577,817 879,539
Other revenue Hg A 6a 73,001 86,483
Other gains and losses Hthm K18 6b 1,681 (14,406)
Distribution and selling expenses DiHKRIEHEER (92,291) (141,310
Administrative expenses THER (559,179) (458,436)
Finance costs BB A 4 (21,408) (15,225)
Share of profit of an associate e —EHE AT 2 B F 169 805
(Loss)/profit before income PREFIEMZ AT (B548)
tax expense &EF (20,210) 337,450
Income tax expense Frigfiz 5 (72,954) (67,192)
(Loss)/profit for the year BREE B8 /BT 6éc (93,164) 270,258
(Loss)/profit for the year attributable to: ~ FE{LZEE (5i8) &F
Owners of the Company ZiN/NETE 2 =N (115,532) 241,334
Non-controlling interests JEPER S 22,368 28,924
(93,164) 270,258
HK cents 1l HK cents il
(Loss)/earnings per share =i (5518 BH
— Basic —H&K 8 9.4) 19.7
- Diluted — 8 8 (9.4) 19.7




CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME & B& R Ht2 ElER

FOR THE YEAR ENDED 31 DECEMBER 2022 &, F2022F12831HILFE

2022 2021
Note Mzt HK$’000 F#5x  HK$'000 FET
(Loss)/profit for the year =FE B8 B 6¢c (93,164) 270,258
Other comprehensive Hizm GEsk) ik
(expense)/income, net of tax (#RpRARIE)
Item that may be reclassified HEEEHDEE
subsequently to profit or loss: BHE2IER .
Exchange differences arising on BMEBINEBESX
translation of foreign operations BE R A= 5 (35,178) 13,456
Other comprehensive EEEHEM2E G
(expense)/income for the year 1§ (35,178) 13,456
Total comprehensive EEE2E X
(expense)/income for the year I 5 4R {E (128,342) 283,714
Total comprehensive EEREE2E (%)
(expense)/income for the year WKisAafE .
attributable to:
Owners of the Company KRNBIEB A (143,167) 251,418
Non-controlling interests JEVERR T 14,825 32,296
(128,342) 283,714




CONSOLIDATED STATEMENT OF FINANCIAL POSITION & & BBk R &

AS AT 31 DECEMBER 2022 #£2022412H31H

At 31 December

At 31 December

#12A31H ®128B31H
2022 2021
Notes [z HK$'000 F#5c  HK$'000 F&7T
Non-current assets JERESEE
Investment properties KEY= 72,225 83,195
Property, plant and equipment LERY Y 1,307,647 1,336,105
Right-of-use assets FREEE 194,534 196,861
Other intangible assets EmmpEEE 3,015 6,030
Deposit paid for purchase BB REEN
of plant and equipment BN EE 17,324 16,808
Interest in an associate RN—EBEQT 2R 23,767 23,598
Deferred tax assets IREIRIRE B 53,030 65,914
1,671,542 1,728,511
Current assets MEEE
Inventories 758 9 929,526 1,717,220
Trade and bills receivables EEREREWEIE 10 928,721 1,270,335
Prepayments, deposits and FBNMIERER
other receivables HhpEUsrIa 114,952 195,848
Tax recoverable A ERIE 2,888 7,300
Restricted bank deposits ZREIRITER 5,457 4,197
Short-term bank deposits SEHRIRTTER 246,116 57,846
Bank balances and cash RITHEBRRIRE 1,147,563 767,133
3,375,223 4,019,879
Current liabilities FTEHaE
Trade and bills payables EEKREBREMRIE 11 491,299 956,450
Other payables and accruals HAnE TR IE & et & A 374,840 322,984
Contract liabilities s54988 21,216 32,701
Lease liabilities — current portion HEaE RN 26,768 24,641
Amounts due to non-controlling RIEFERG G B I
shareholders 37,027 62,834
Amount due to an associate N —RHE N T =18 2,429 6,443
Deferred income — current portion BB A —RENER D 5,231 5,457
Tax payable FETHR IR 22,630 32,247
Bank borrowings — due within one year RTEE——FRIH 200,734 327,342
1,182,174 1,771,099
Net current assets MBEERE 2,193,049 2,248,780
Total assets less current liabilities BEEMERTSERE 3,864,591 3,977,291




CONSOLIDATED STATEMENT OF FINANCIAL POSITION & & BBk R &

AS AT 31 DECEMBER 2022 #£2022412H31H

At 31 December

At 31 December

128318 ®12831H
2022 2021
Note [fitzE HK$'000 F#5c  HK$'000 F&E7T
Non-current liabilities EREIEE
Deferred income — non-current portion REWA —IERENZB D 76,154 83,147
Bank borrowings — due after one year RITEE——FEBIH 235,514 -
Lease liabilities — non-current portion HEaGE-IFEREHD 116,234 130,330
Deferred tax liabilities LR IBE & 12,922 4,716
440,824 218,193
Net assets HESFE 3,423,767 3,759,098
Capital and reserves BXRRHE
Share capital [N 12 889,810 889,810
Reserves = 2,331,257 2,670,428
Equity attributable to owners KABEE AEHER
of the Company 3,221,067 3,560,238
Non-controlling interests JEER R 202,700 198,860
Total equity DA 3,423,767 3,759,098




NOTES Mtz

1.

GENERAL INFORMATION

The Company is a public limited company incorporated in Hong Kong. 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 years ended 31 December 2022
and 31 December 2021 included in this final results announcement does
not constitute the Company’s statutory annual consolidated financial
statements for those years but is derived from those financial statements.
Further information relating to these statutory financial statements required
to be disclosed in accordance with section 436 of the Companies
Ordinance (Chapter 622 of the Laws of Hong Kong) (the “Companies
Ordinance”) is as follows:

The Company has delivered the financial statements of the Group for
the year ended 31 December 2021 to the Registrar of Companies as
required by section 662(3) of, and Part 3 of Schedule 6 to, the Companies
Ordinance and will deliver the financial statements of the Group for the
year ended 31 December 2022 in due course.

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

ADOPTION OF NEW AND AMENDMENTS TO HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”)

(a) Adoption of amended HKFRSs

In the current year, the Group has applied, for the first time, the following
amendments to HKFRSs issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA”) which are effective for the Group’s
financial year beginning 1 January 2022:

Amendments to HKFRS 3 Reference to the Conceptual Framework

Amendments to HKAS 16 Property, Plant and Equipment:
Proceeds before Intended Use

Onerous Contracts — Cost of Fulfilling
a Contract

Annual Improvements to HKFRSs
2018-2020 Cycle

Amendments to HKAS 37

Amendments to HKFRSs

None of these amended HKFRSs has a material impact on the Group’s
results and financial position for the current and prior periods and/or on
the disclosures set out in these consolidated financial statements. The
Group has not early applied any new or amended HKFRSs that is not yet
effective for the current accounting period.
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2. ADOPTION OF NEW AND AMENDMENTS TO HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (continued)

(b) New or amended HKFRSs that have been issued but are
not yet effective

The following new or amendments to HKFRSs have been issued, but
are not yet effective and have not been early adopted by the Group. The
Group’s current intention is to apply these changes on the date they
become effective.

HKFRS 17 (including the Insurance contracts’
October 2020 and
February 2022 amendments
to HKFRS 17)

Amendments to HKFRS 16 Lease Liability in a Sale and Leaseback?®

Amendments to HKFRS 10 Sale or Contribution of Assets between
and HKAS 28 an Investor and its Associate or Joint
Venture?®
Amendments to HKAS 1 Classification of Liabilities as Current

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

Amendments to HKAS 1 Non-current Liabilities with Covenants?

Amendments to HKAS 1 and  Disclosures of Accounting Policies!
HKFRS Practice Statement 2

Amendments to HKAS 8 Definition of Accounting Estimates!

Amendments to HKAS 12 Deferred Tax related to Assets and
Liabilities arising from a Single
Transaction’

! Effective for annual periods beginning on or after 1 January 2023.
2 Effective for annual periods beginning on or after 1 January 2024.

8 Effective for annual periods beginning on or after a date to be determined.

The directors of the Company anticipate that, except as described below,
the application of the new and amendments to HKFRSs will have no
material impact on the results and the financial position of the Group.
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ADOPTION OF NEW AND AMENDMENTS TO HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (continued)

(b) New or amended HKFRSs that have been issued but are
not yet effective (continued)

Amendments to HKFRS 16, Lease Liability in a Sale and Leaseback

The amendments add subsequent measurement requirements for a sale
and leaseback transaction, where the transfer of the asset satisfies the
requirements in HKFRS 15 Revenue from Contracts with Customers to
be accounted for as a sale. HKFRS 16 includes requirements on how to
account for a sale and leaseback at the date the transaction takes place.
However, HKFRS 16 had not specified how to measure the transaction
when reporting after that date. The amendments add to the sale and
leaseback requirements in HKFRS 16, thereby supporting the consistent
application of the accounting standard.

The directors of the Company do not anticipate that the application of the
amendments to HKFRS 16 will have a significant impact on the Group’s
consolidated financial statements.

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

The amendments to HKFRS 10 and HKAS 28 deal with situations where
there is a sale or contribution of assets between an investor and its
associate or joint venture. Specifically, the amendments state that gains
or losses resulting from the loss of control of a subsidiary that does not
contain a business in a transaction with an associate or a joint venture that
is accounted for using the equity method, are recognised in the parent’s
profit or loss only to the extent of the unrelated investors’ interests in that
associate or joint venture. Similarly, gains and losses resulting from the
remeasurement of investments retained in any former subsidiary (that has
become an associate or a joint venture that is accounted for using the
equity method) to fair value are recognised in the former parent’s profit
or loss only to the extent of the unrelated investors’ interests in the new
associate or joint venture.

The directors of the Company anticipate that the application of these
amendments to HKFRS 10 and HKAS 28 may have an impact on the
Group’s consolidated financial statements in future periods should such
transaction would arise.
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ADOPTION OF NEW AND AMENDMENTS TO HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (continued)

(b) New or amended HKFRSs that have been issued but are
not yet effective (continued)

Amendments to HKAS 1, Classification of Liabilities as Current or
Non-current and related amendments to Hong Kong Interpretation
5 (2020) Presentation of Financial Statements — Classification

by the Borrower of a Term Loan that Contains a Repayment on
Demand Clause; Amendments to HKAS 1, Non-current Liabilities
with Covenants

Amendments to HKAS 1 Classification of Liabilities as Current or Non-
current issued in 2020 (the “2020 Amendments”) clarify the requirements
for classifying liabilities as current or non-current. Amendments to
HKAS 1 Non-current Liabilities with Covenants issued in 2022 (the
“2022 Amendments”) further clarify the requirements for classification
of non-current liabilities with covenants. The amendments specify that
if an entity’s right to defer settlement of a liability is subject to the entity
complying with future covenants, the entity has a right to defer settlement
of the liability even if it does not comply with those covenants at the end
of the reporting period. Classification of a liability is unaffected by the
likelihood that the entity will exercise its right to defer settlement of the
liability. The amendments also clarify the situations that are considered as
settlement of a liability. The amendments require additional disclosures
by an entity that classifies liabilities arising from loan arrangements as
non-current when it has a right to defer settlement of those liabilities that
are subject to the entity complying with future covenants within twelve
months.

Based on the Group’s outstanding liabilities as at 31 December 2022,
the directors of the Company do not anticipate the application of the
amendments will result in change in the classification of the Group’s
liabilities.

Amendments to HKAS 1 and HKFRS Practice Statement 2,
Disclosures of Accounting Policies

The amendments to HKAS 1 require companies to disclose their material
accounting policy information rather than their significant accounting
policies. The amendments to HKFRS Practice Statement 2 provide
guidance on how to apply the concept of materiality to accounting policy
disclosures.

The directors of the Company do not anticipate that the application of
the amendments will have significant impact on the Group’s consolidated
financial statements except for the disclosures of the Group’s significant
accounting policies.
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ADOPTION OF NEW AND AMENDMENTS TO HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (continued)

(b) New or amended HKFRSs that have been issued but are
not yet effective (continued)

Amendments to HKAS 8, Definition of Accounting Estimates

The amendments define accounting estimates as “monetary amounts
in financial statements that are subject to measurement uncertainty”.
An accounting policy may require items in financial statements to be
measured in a way that involves measurement uncertainty — that is, the
accounting policy may require such items to be measured at monetary
amounts that cannot be observed directly and must instead be estimated.
In such a case, an entity develops an accounting estimate to achieve
the objective set out by the accounting policy. Developing accounting
estimates involves the use of judgements or assumptions based on the
latest available, reliable information. In addition, the concept of changes in
accounting estimates in HKAS 8 is retained with additional clarifications.
The amendments apply to changes in accounting policies and changes in
accounting estimates that occur on or after the start of that period.

The directors of the Company do not anticipate that the application of
the amendments to HKAS 8 will have significant impact on the Group’s
consolidated financial statements.

Amendments to HKAS 12, Deferred Tax related to Assets and
Liabilities arising from a Single Transaction

The amendments narrow the scope of the recognition exemption of
deferred tax liabilities and deferred tax assets in HKAS 12. Upon the
application of the amendments, the Group will recognise a deferred tax
asset (to the extent that it is probable that taxable profit will be available
against which the deductible temporary difference can be utilised) and a
deferred tax liability for all deductible and taxable temporary differences
associated with (i) the right-of-use assets and the lease liabilities and (ii)
the provision for decommissioning, restoration and similar liabilities and
the corresponding amounts recognised as part of the cost of the related
asset.

The directors of the Company do not anticipate that the application of
the amendments to HKAS 12 will have significant impact on the Group’s
consolidated financial statements.
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REVENUE AND SEGMENT INFORMATION 3. EXBERSEEN
The executive directors of the Company, i.e. the chief operating decision KABRITES EIFEEERKRE) THF
makers, regularly review the operating results and financial information RIEE P FTERE R E B (] B BRI
based on distinct geographical areas of location of customers, including EHEBERUBER GFEE (KABMB
Hong Kong (place of domicile of the Company), the People’s Republic ) ~FPEARSNE (THE) -8 8
of China (the “PRC"), Taiwan, Korea, Sri Lanka, America, Europe and “HEEE -EMN BUONREME (B
Others, i.e. representing other geographical locations mainly Bangladesh, IEEMMIE (U E T EADMNNE HmE -
Vietnam, Singapore and Macau. All of these geographical areas are WD ECRPT) cFTERSEMIBUEREE
operating segments except “Others” which is an aggregation of operating D> MIEME A BFe 2 EE D
segments.
The following is an analysis of the Group’s revenue and profit from the UFBarEERREERBRERIHEER
production and sales of dyed fabrics, yarns and garments and results by N RMRERA RS EE D EERE
reportable segments for the year. KRB UKL ZEEFTEZ D
2022 2026 Hong Kong The PRC Taiwan Korea Sri Lanka America Europe Others Segmenttotal  Eliminations ~ Consolidated
E HE aE &8 ELRS S| Bl HfhiE B HH Ra
HKSO00  HKSOOD  KKSOOD  HKSODD  KKSOOD  AKSOOD  HKSUOD  HKSOOD  HKSOOD  HKSOOD  HKSOOD
TEn FET FET TEr FET FET &7 TEr FET FET &7
Revenue e
Evtema sdles e TS 06010 M99 G394 o84t 5450 U 529 606 - 60565
Inter-segment sales (rote) DEEHE W) 3,250,200 1,101,808 - - 269,775 - - 189727 4820519  (4820519) -
Total seqment revenue NEEEBNE 4043746 3147818 319,067 339,044 1,248,246 524,590 74,807 1174956 10874164  (4820519) 6,053,645
Results e |
Seqment proft SEEA 045 12928 19,849 21,280 19,43 y) 41 4,153 410524
Interest income FIBHA 9,069
Unallocated income FARRA 21,565
Depreciation, amortisationand & EHREEEX
impairment loss (180,399)
Other unallocated expenses EtEAERH (259,730)
Finance costs HERE (21,408)
Share of proft of an associate Ei—REHELAD 2B 169
Loss before income tax expense  FRFTSH HAIR% 20,210)
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3. REVENUE AND SEGMENT INFORMATION (continued) 3. BXuERSEEN B
The following is an analysis of the Group'’s revenue and profit from the UTAREENREFERERNERIBER
production and sales of dyed fabrics, yarns and garments and results by MR REA RO EE D 2 EEEE
reportable segments for the year. (continued) RBRMUUKRZEEFTEZ D1 (&)
2021 015 Hong Kong The PRC Taiwan Korea Sri Lanka America Europe Others ~ Segmenttotal  Eliminations  Consolidated
&% HE a8 2 EED S £ vl A A B e
HKS 000 HK$ 000 HK$ 000 HKS 000 HKS 000 HK$ 000 HK$ 000 HKS 000 HK$ 000 HK$ 000 HK$000
AT A7 iz iz AT A7 iz A7 AT iz AT
Revenue BEE
External sales HIMAE 798,421 2,146,338 391,790 396,295 1,077,315 536,395 64,156 1,340,567 6,751,277 - 6,751,217
Inter-segment sales (1ofg) NEEHE W) 3,548,512 1,897,481 - - 349,085 - - 154,940 5,960,018 (5,950,018) -
Totd segment revenue HERLEaE MBS AMBE10 WTHD G625 146400 BRAB 64186 148507 127012 B0 675M2N
Results S
Segment prof HERA 84,571 214,139 42,201 42,484 82,555 53,448 6,894 140,739 667,031
Interest income HEHA 7,79
Unallocated income RABMA 4,091
Depreciation, amortisation and nEBRRAERL
impairment loss (173,481)
Other unallocated expenses AfrrpE (153,561)
Finance costs HERA (15,225)
Share of proft of an associate i THEAR 2B 805
Proft before income tax expense  IAFAIS R HATER 337,450

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

market rates.

The accounting policies of the reportable segments are the same as the
Group’s accounting policies. 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 gain/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 chief
operating decision makers for the purposes of resource allocation and
performance assessment. No analysis on segment assets and liabilities is

disclosed as it is not presented to the chief operating decision makers.
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REVENUE AND SEGMENT INFORMATION (continued)
Disaggregation of revenue

Disaggregation of revenue from contracts with customers by products and
timing of revenue recognition are as follows:

EXERAEREN (B

BEEAT
BREQREEIBARBEDNEFEH
IWARFIMT

2022 2021
HK$’000 F#5T HK$'000 F#7T

Revenue from contracts with SAEAMBREENE1SREBE AN
customers within the scope of EEERKA :
HKFRS 15:
Production and sales of dyed fabrics HERIHEBH&RL
and yarns 5,150,345 5,917,779
Production and sales of garments BB RIHERK 903,300 833,498
6,053,645 6,751,277
Timing of revenue recognition: FEEI UL A BYBFRT ©
At a point in time ERERFERY 6,053,645 6,751,277
Transferred over time BERF R - -
6,053,645 6,751,277

The following table provides information about trade and bills receivables
and contract liabilities from contracts with customers.

TREHAREERERERREN KK
BERERNEGHEEER-

At 31 December At 31 December
®12H31H "®12831H8
2022 2021

HK$’000 F#ET HK$'000 F &1

Trade and bills receivables (note 10) SR BB EWERIE (15£10) 928,721 1,270,335
Contract liabilities s8R 21,216 32,701
Information about major customers EHEEERERZEN

No revenue from individual customer contributed over 10% of the total
revenue of the Group for the years ended 31 December 2022 and 31
December 2021.
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4. FINANCE COSTS 4., RAERA

2022 2021
HK$'000 F#E5x  HK$'000 77T

Finance costs on: B -
Bank borrowings RITEE 13,469 6,670
Lease liabilities HEAE 7,939 8,555
21,408 15,225
5. INCOME TAX EXPENSE 5. FriEfiiH
2022 2021
HK$'000 F#E;x  HK$'000 FET
Current tax: REERIE
Hong Kong a5 3,125 23,534
The PRC =8 20,345 28,324
Other jurisdictions Hihai& 14,690 13,202
38,160 65,060
Under/(over) provision in prior years: BEFERERR/ (BEEHE) .
Hong Kong 5% 311 358
The PRC e 12,680 (812)
Other jurisdictions HMaE & 1,266 (558)
14,257 (1,012)
52,417 64,048
Deferred tax: IEIEFRIE ©
Hong Kong 58 1,962 (2,0086)
The PRC H 10,358 8,123
Other jurisdictions Hha i & 8,217 (2,973)
20,537 3,144
72,954 67,192
Under the Hong Kong two-tiered profits tax rates regime, the first BESEMNEHEMAT A A8 —BEAE
HK$2,000,000 of assessable profits of one subsidiary of the Company, ERTENKEATRNE2,000,000% 7T
which is a qualifying corporation, is taxed at 8.25% and the remaining ERMBARE£H8.25% Mk FAYFER
assessable profits at 16.5%. The profits of other group entities not entitled MBFMELE16.5% AR EHEHRM
to the two-tiered profits tax rates regime will continue to be taxed at MENEMERER B FEEZRE
16.5%. 16.5%:R 75
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5.

INCOME TAX EXPENSE (continued) 5. Frfgfz (@&
Under the law of the PRC on Enterprise Income Tax (the “EIT Law”) RIFPE P ZERERE TBEMBERE
and Implementation Regulation of the EIT Law, the tax rate of the PRC REEMEBRIEBHERL  PEMEB AR
subsidiaries is 25%. ZIRER25% °
Pursuant to the relevant laws and regulations in Sri Lanka, the tax rate of RIFMERE TBRZEERER 2022
Sri Lanka subsidiary was 14% from January to September 2022 and has F1BEIR " HEFHFHBARZRE
been increased to 30% from October 2022 (2021: 14%). %14% > M B B20225 108 £ I E30%
(20214F 1 14%) ©
Taxation arising in other jurisdictions is calculated at the rates prevailing in HMEEME 2 MIBZUBRE B A
the respective jurisdictions. EERREAFH-
OTHER REVENUE, OTHER GAINS AND LOSSES AND 6. Hfthli A~ Hfthm REEUAKRE
(LOSS)/PROFIT FOR THE YEAR FE (B8 &R
(@) An analysis of the Group’s other revenue is as follows: @ HAEBEMBAZDHUT :
2022 2021
HK$’000 F#E7x  HK$'000 F#7T
Amortisation of deferred income (note j) IEIEUR A Z 484 (7 a2i) 5,328 3,105
Compensation income BmEWA 21,290 24,832
Government grants (note i) BT R L (A &) 10,304 7,077
Interest income FEUWA 9,069 7,790
Net rental income from investment KREYEZBESWAFEE
properties 14,299 13,574
Others HAth 12,711 30,105
73,001 86,483
(o) An analysis of the Group's other gains and losses is as follows: o) mEBEMBEKMEBEZDMUT :
2022 2021
HK$'000 F#E5;x  HK$'000 FET
Net exchange (losses)/gains ER (58 WHEFE (6,223) 3,113
Gain/(loss) on disposal/written-off of HE MY E BB RREZ
property, plant and equipment W (B518) 1,467 61)
Provision for impairment loss recognised & 2 K Z i fE N RIE 2 B EE %
on trade and bills receivables, net BREmRE (17,867) (11,343)
Reversal of/(provision for) impairment  ELfthFEURTIE Z Hi{E18 % B,
loss recognised on other receivables, (BB MR E
net 6,105 (6,115)
Others Hih 18,199 -
1,681 (14,406)
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6. OTHER REVENUE, OTHER GAINS AND LOSSES AND
(LOSS)/PROFIT FOR THE YEAR (continued)

(©

An analysis of the Group’s (loss)/profit for the year is as follows:

6. EHthUrA - Hfthiliam MR UK 2

FE (BHR) B ()
© FEEREE @B BHZHm
T
2022 2021

HK$’000 F#7T HK$'000 T#71

(Loss)/profit for the year has been BEE &8 /RIS -

arrived at after charging:

Amortisation of other intangible assets’ E{hERE & =~ #5H 3,015 3,015
Auditors’ remuneration 1ZELEM = B

— SHINEWING (HK) CPA Limited — {5k (BB StANEFHFT

(2021:BDO Limited) BRAT (2021F : ERAUEES
Gt EHARAS) 2,495 2,961

— Other auditors —H iz EEm 34 51
Cost of sales (note i) THE A (Ha2i) 5,475,828 5,871,738
Depreciation of investment properties ~ B E¥E 5 5,521 4,991
Depreciation and impairment of property, #1383 & =54 2 T E KRB

plant and equipment 171,863 165,475
Depreciation of right-of-use assets FREEEZINE 28,866 28,881
Employee costs (including directors’ EBEMT (BIEEEME)

emoluments) 975,745 982,519
Research and development costs PREE A AR 59,115 54,219
1 Included in administrative expenses ! BEETERERNA

Notes:

)

(i)

Amortisation of deferred income mainly represents i) grants received from
the PRC local government authority as subsidies to the Group for acquiring
property, plant and equipment for business development and energy saving
scheme implemented by the PRC local government and ii) rental income
received in advance for the leasing of three investment properties.

Cost of sales includes HK$1,417,055,000 (2021: HK$1,672,851,000) of
staff costs, depreciation and impairment of property, plant and equipment,
depreciation of right-of-use assets, subcontracting fee, reversal of write-down
of inventories and other manufacturing overheads. Staff costs, depreciation
and impairment of property, plant and equipment and depreciation of right-of-
use assets are also included in the respective total amounts disclosed above
for each of these types of expenses.
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6. OTHER REVENUE, OTHER GAINS AND LOSSES AND
(LOSS)/PROFIT FOR THE YEAR (continued)

Notes: (continued)

(i

For the year ended 31 December 2022, government grants included grants
of HK$6,489,000 (2021: HK$7,077,000) 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 year ended 31 December 2022, the Group applied for government
support programs introduced in response to the COVID-19 pandemic.
Government grants of HK$3,759,000 was received from the Hong Kong
Government relating to supporting the payroll of the Group’s employees and
recognised in profit or loss. 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.
No such government grants were obtained for the year ended 31 December
2021.

7. DIVIDENDS

6.

Hthig A ~ Hfth iz R BRI R =2
FE (B8 '8 (@
=G )

(i)

BE2022F12A31HLEFE BT MR E
EWRERE P EE BT EEREES
FEEFBIEREBRERRZ M
6,489,0007 7t (20214F : 7,077,0007&7T)
T 5% 5 U 468 Rk B9 (62 PR 0 S R

HZE2022F 12831 HIEEE  ZEBPF
AFEHRCOVID-19%Z 15 5| A Z BT 2355t
o MEHAERLNEEZTEMNE
B BUT 2 BUF # 53,759,000 7t It 7?7
BERARR AEBEREZEBEHIIZHF
RG> MIEHIRABREIRE S c NE B BKEE
BREAREMIERS BN EHE
ARA B T AR L EBRFTRE K
ForERBZABTETAE KRBT
EE-EHZE2021F12B31B L EE > i
T Z B ARG ©

=

2022
HK$’000 F#7T

2021
HK$'000 F#&7T

Dividend recognised as distribution

EEEEEIB/DIRZIRSE !

during the year:
2021 final dividend of HK16.00 cents
(2020: HK7.00 cents) per share

2021F R EA IR B & AR16.00E1
(20204 : = H87.00711L)

196,004 85,752

No final dividend in respect of the year ended 31 December 2022 has
been recommended by the Board, nor has any dividend proposed since
the end of the reporting period.
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8.

(LOSS)/EARNINGS PER SHARE

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

sk (5B18) &7
FABER NEEERERREE (518

BRATHIRE T SHRE -
2022 2021
HK$’000 T#%T HK$'000 TET

(B58) & F

(Loss)/earnings

(Loss)/profit for the year attributable to
owners of the Company for the purpose

M EESREAREE (518 &F
FRAZARBHEABLREER

of computation of basic and diluted (5518) &A
(loss)/earnings per share (115,532) 241,334
2022 2021
Number of shares iR E

Weighted average number of ordinary
shares for the purpose of computation
of basic and diluted (loss)/earnings
per share

P HEREAREE (518 /&F
FrAZ SRRINETHE

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

(a) Basic (loss)/earnings per share

The computation of basic (loss)/earnings per share for the year ended
31 December 2022 is based on the loss attributable to owners of the
Company of HK$115,532,000 (2021: profit attributable to owners
of the Company of HK$241,334,000) and the weighted average of
1,225,026,960 ordinary shares (2021: 1,225,026,960 ordinary shares)
during the year.

(b) Diluted (loss)/earnings per share

The Company had no potentially dilutive ordinary shares outstanding for
the years ended 31 December 2022 and 31 December 2021.
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10.

INVENTORIES 9. &8
At 31 December At 31 December
128318 ®12831H
2022 2021
HK$'000 F#5T  HK$'000 F&7T
Spare parts B 33,417 28,039
Raw materials Bl 270,560 526,525
Work-in-progress FR 313,308 580,700
Finished goods LSy 312,241 581,956
929,526 1,717,220

TRADE AND BILLS RECEIVABLES

10. EE R EBEIRIE

At 31 December At 31 December

128318 ®12831H

2022 2021

HK$'000 F#5T  HK$'000 FHT

Trade receivables EEREIWERIE 797,805 1,037,003

Bills receivables EREERIE 183,025 270,164
Less: allowance for expected credit loss & : TBHRE B K185

(“ECL”) (52,109) (36,832)

928,721 1,270,335

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, which approximates the
respective revenue recognition dates, as at the end of the reporting
period:

REBRREHEN FIOREOREERTFHE
EER -SEAERBRWHIAREZAH
(RARWARBEBESE) RKRESHK
ROBREL DTN -

At 31 December At 31 December

®12H31H ®12831H

2022 2021

HK$’000 F#T HK$’000 F 7T

Within 1 month 1EB RN 400,699 753,219
1 to 2 months 12282 274,643 331,739
2 to 3 months 2E3EH 136,582 128,921
Over 3 months @A LU E 168,906 93,288
980,830 1,307,167
Less: allowance for ECL o TEHRE B R IERE (52,109) (36,832)
928,721 1,270,335
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1.

12.

TRADE AND BILLS PAYABLES

1. EERFREMARIER

At 31 December

At 31 December

128318 ®12831H

2022 2021

HK$000 F#5T  HK$'000 F&7T

Trade payables EEENRIE 386,071 727,898
Bills payables ERERIE 105,228 228,552
491,299 956,450

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

BEREEERNRRZEZAMHNKRSH

REVBREC DO

At 31 December

At 31 December

128318 ®12831H

2022 2021

HK$'000 F#5T  HK$'000 FHET

Within 1 month kENEE 260,063 608,512
1 to 2 months 1228 A 146,126 226,591
2 to 3 months 2ZE3EH 39,177 44,258
Over 3 months @A LU E 45,933 77,089
491,299 956,450

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

As at 31 December 2022, bills payables of HK$19,200,000 (31 December

2021: HK$13,038,000) were secured by the Group’s restricted bank
deposits of HK$3,840,000 (31 December 2021: HK$2,608,000).

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

SHARE CAPITAL

At 31 December

RBSHE AEBZFRAERBRARE

HREIHF

R2022F12B31H  EBEENRIE
19,200,000t (20214128311 :
13,038,000 7T) Jh H A £ B 2 Z R &R
177£7%3,840,000% 7T (20215F12831H :
2,608,0007& 70) 1EA K

BENEEHRNFI0REI20K -

12, fga

At 31 December

#12831H 128318
2022 2021
No. of shares HK$000  No. of shares HK$'000
V:ighk 4= FET BR17EE FAET
Ordinary shares, @ BERITRERE
issued and fully paid
At beginning and at end R EF KEIRELR
of the year 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

In 2022, the multiple factors such as the continuous recurrence of the
novel coronavirus 2019 disease (the “COVID-19” or the “Pandemic”), the
intensification of geopolitical conflicts, the deteriorating global inflation,
and the abrupt slowdown in economic growth have resulted in the overall
demand in the market dropped sharply, the slow recovery of the consumers’
spending power, fluctuating prices of production elements and the accelerated
adjustment of the industrial and supply chain. During the year 2022, in
order to fully contain the soaring inflation levels, the major central banks in
developed countries in Europe and America successively withdraw from
the unprecedented quantitative easing policies, and instead, implement a
quantitative tightening policy of raising interest rates and shrinking the balance
sheet of the central banks, which resulted in the tightening of the offshore
liquidity of the world’s leading currencies, caused certain emerging economies
to experience a serious status of the debt burdens, further promoted a
sharp slowdown in global economic growth to a “risky level of approaching
recession”, leading to a serious shortage of sales orders of the Group, which
has been focusing in the European and American markets, and putting it under
tremendous pressure in its production and operation.

The supply chain crisis caused by the COVID-19 in 2020 had accelerated the
restructuring of the global supply chain of the textile apparels, and there exists
an obvious substitution effect among key exporters of clothing in the world.
Since the second half of 2022, the industrial production of the Southeast Asian
countries represented by Vietnam and Bangladesh has fully resumed, as a
result of which, some foreign trade orders that returned to China last year flew
out again. The export enterprises in the traditionally labour-intensive industry,
including the textile and clothing industry, have experienced a decrease in
foreign trade orders to varying degrees. However, since September of last year,
there has also been a “shortage of orders” in Vietnam, India and Bangladesh,
leading to an inventory surge, together with the gradual decline in the export of
goods and an overall decline in the exports of cotton textiles.

At the same time, the escalation of wars and the subsequent sanctions
thereon had further driven up global commodities prices. The prices of
materials necessary for the production activities such as cottons, polyesters,
dyestuff, auxiliaries and coals have risen to varying degrees in a short time and
maintained at a high level, leading to a rapid and significant increase in the
manufacturing costs of manufacturing enterprises.

In response to the aforesaid unfavourable market conditions, the Group
decided to reduce production volume in one of its fabric mills namely, Jiangyin
Fuhui Textiles Ltd. (“Jiangyin Fuhui’) and streamline the production team. A
one-off redundancy compensation of approximately HK$127 million for Group’s
employees has been booked in the audited annual results for the year ended
31 December 2022. Having said that, Jiangyin Fuhui will continue its operation
and will be able to resume normal production when the market recovers.
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The revenue of the Group for the year ended 31 December 2022 was
HK$6,053,645,000, a reduction of 10.3% (2021: HK$6,751,277,000) due to
the reasons stated in the above paragraphs. The loss attributable to owners
of the Company was HK$115,532,000 (2021: profit attributable to owners
of the Company: HK$241,334,000). During the year under review, the profit
attributable to owners of the Company was about HK$11,858,000 if the
one-off labour compensation cost of about HK$127,390,000 incurred in the
Jiangyin Fuhui was excluded.

In the future, the global industrial chain and supply chain pattern will accelerate
its adjustment and reshaping in the directions of regionalization, localization
and diversification, etc. Apparel brands will continue to consider multiple
aspects including relatively controllable costs and freight rates, immediate
supply capacity and stable supply pipelines, and after rebalancing costs and
risks, they will reconstruct the decentralized, in-the-proximity or localized
supply chain systems, so as to accelerate the reconstruction of more flexible
global supply chains. In the meantime, future apparel brands will focus on
procurement based on the market response and sales of products, which is an
unplanned procurement behavior that will result in significant increases in the
number of fast and urgent orders, as well as the proportion of orders for small-
batch, multi-variety, and short-delivery, leading to increasingly fierce market
competition in the industry.

In response to the unfavorable conditions, e.g. the extremely severe market
situation and the complex and changeable operating environment, as well
as the adverse impact of a sudden decrease in orders, the Group adopted
a number of measures to optimize its operations in the second half of 2022,
including making utmost efforts to boost sales, focusing on the domestic
market, shortening the inventory turnover days, downscaling the inventory,
speeding up inventory turnover, and mitigating capital occupation, aiming to
unload the burden and go forward with a light pack in 2023. While making
considerable efforts to improve its performance, the Group was actively
planning on and advancing the Yancheng Expansion Project (as detailed
below), in an attempt to cope with the loss of orders to the Southeast Asian
market and make preparations for blending into the domestic market, and
facilitating the transformation and upgrading of the Group for high-quality
development in the future.

l. Accelerate the construction of Yancheng Expansion
Project to ensure compliance and achieve efficiency

Fountain Set Group has been vigorously promoting the Yancheng
Expansion Project. In order to make it “an example of Fountain Set
Group’s transformation and upgrading”, “the benchmark of advanced
manufacturing in China’s textile industry”, and “the main production base
and pillar of profit of Fountain Set Group”, the Group is actively planning
to upgrade the Yancheng Project in terms of digitalization, intelligence,
LEAN operation and eco-friendliness. Learning from the experience of
industry leaders, Fountain Set Group carefully decided on and laid out its
equipment and facilities, organizational structure management methods
and team building, and strove to achieve its operational goal of becoming
a first-class enterprise in terms of products, quality and per capita
efficiency.
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Yancheng Fuhui Expansion Project represents the objective needs of
Fountain Set Group for its transformation and development, pursuant
to which it would make good use of the opportunities arising from the
establishment of its research and development (“R&D”) center to upgrade
its product technology and R&D capability, strengthen the guiding role of
R&D in its development and marketing efforts, and start with intelligent
manufacturing and improving its expertise in advanced production and
lean management, tightening the control of its upstream and downstream
supply chain, and exploring the development model of “integration
of fabric and ready-made clothes” to meet the requirements of the
textile industry for “green, low-carbon, eco-friendly, and sustainable”
development, so as to realize seamless connection with and continuous
development of the high-end market, make it an important cornerstone for
the Company’s future development, and promote its transformation and
upgrading as well as high-quality development.

Adjust sales strategy in active response to market
changes

In the face of a harsh business environment in 2022, Fountain Set Group
actively adjusted its sales strategy. On the one hand, it strove to expand
the domestic market with new products while carefully maintaining the
domestic and Japanese markets. In spite of the unfavorable situation
featuring the slowdown of domestic economic growth and the lack of
willingness to consume in the market, our domestic sales order remained
stable, which had played an important role in supporting the basic
production of Fountain Set Group.

On the other hand, our export sales team actively communicated and
coordinated with their major customers in the United States, striving to
reduce the loss of quarterly intended orders and to secure unconfirmed
orders from the buyers. Meanwhile, they strengthened communication
with garment factories to snatch the own purchase orders of such
factories and orders from other buyers and actively adjusted their product
structure based on the actual situation of their own inventory, and strove
for orders from major customers with short delivery times and quick
response. In this way, while striving to stabilize the orders for basic
products, they increased the supply of high-value products in line with the
needs of major customers for trial production and development of new
products.
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Adhere to product development and quality
improvement to ensure sustainable development of
the Group

The Group remained oriented by market demand while giving full play
to its strength in R&D in the industrial chain, and continuously improving
its R&D and innovation capabilities. Our R&D team cooperated closely
with our sales department to actively carry out market research, promote
connection with the R&D teams of our customers and learn their needs,
so as to determine our development direction. On the basis of the above,
we aimed to improve the professionalism of our technology research
and development, and to carry out research and development of new
products and materials that meet the needs of our target markets and the
development trends.

Meanwhile, we further strengthened the tracking mechanism for the
production of new products, strictly controlled recurring quality problems,
continuously improved our expertise in production and manufacturing, and
optimized the production process and technology to meet our customers’
requirements for good product quality. Thanks to the unremitting efforts
of our R&D team, who have been repeatedly testing the production
process and technology of new products, and exercising tight control of
process and quality inspection, we have successfully solved the problems
of dyeing defects, holes, creases, wear marks, and burning marks,
chromatic aberration, and horizontal strokes of oil needles (Z&1Et ~ B @ ~

R NEBR N EER &%  HE EEIER) in some of our new products.

Strengthen inventory management, mitigate
operating risks, and speed up capital turnover

Facing the inventory backlog of raw materials and finished goods which
hindered capital turnover, Fountain Set Group optimized management
responsibilities on the sales, production and procurement teams through
optimizing the management process of cotton yarn procurement
and fabrics production, while strengthened internal coordination and
cooperation, strictly controlled effective inventory level and backup
inventory, as well as the quantity and progress of raw material
procurement, so as to reduce the pressure on inventory effectively.
Meanwhile, the Group would urge the relevant departments to consume
the inventory in a timely manner, and actively dispose of the long-term
inventory backlog that could not be consumed soon, with those in the
warehouse for more than one year and the defective products collected
and disposed of together. By these ways, the holdup of capital was
alleviated, and the expenses on warehouse rentals were significantly
reduced.
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Deepen centralized procurement management and
reduce procurement costs

The Group has established an organizational structure for centralized
procurement, formulated documents for centralized procurement of coal,
chemical materials, and dyeing auxiliaries, established and optimized
expert databases and supplier catalogs for centralized procurement,
and further strengthened online supervision and approval with the
establishment of its IT system. The Group has been giving full play to the
role and functions of centralized procurement, and reduced procurement
costs significantly.

. Strengthen production management and strive to
reduce costs and increase efficiency

Our production teams have implemented a series of measures such
as segmented production, optimizing employment structure, and
strengthening on-site management etc., to effectively control costs.
Rational production scheduling and optimal costs were achieved through
optimizing the production process, order scheduling, and adjusting the
outsourcing ratio; we tried to detect hidden loopholes through regular
analysis of the product repair and return rates, with special attention
given to those extraordinary repair and return rates, aiming to find out the
reasons, so as to minimize the abnormal loss and defection rate.

Lean management is one of our key tasks in 2022. Through optimizing
our KPI assessment system, strengthening control of key links, and
regular review of the quality, the product defection and repairing
rates were reduced, which in turn helped reducing the loss in the
production process, and thus improved our product quality and reduced
manufacturing costs.

. Implement staff reduction and efficiency increase to
improve per-capita efficiency

We optimized the Group’s management and control system by
implementing staff reduction and efficiency increase. Following the
principle of unification of “rights, responsibilities, and interests”, we
successively reformed and adjusted the management structure of the
relevant functional departments and business units, optimizing their
business and management processes, reducing unnecessary staff and
posts, and strengthening assessment of their target achievement and
individual performance. By clarifying management responsibilities and
performance targets and strictly controlling costs and expenses, we
strove to ensure the stable development of the Company’s business, and
achieve long-term cost effectiveness and sustainable competitive edges.
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VIIl. Ensure orderly and stable production and operation

of Ocean Lanka (Private) Limited (the “Ocean Lanka”)

Since the economic crisis triggered by the state bankruptcy of Sri Lanka
in the second half of 2022, in the face of unfavorable situations such as
the lack of materials, soaring prices, fuel shortages, transport paralysis,
currency depreciation, and capital control, Ocean Lanka, our operation
in Sri Lanka, has taken effective actions, including strengthening its
management and formulating a number of measures to ensure its normal
operation. During the period, due to the rapid depreciation of the Sri
Lankan currency and the mandatory requirements for conversion of large
amounts of capital, the raw material suppliers deliberately changed the
payment terms of the raw material purchase contract, in response to
which, Ocean Lanka formulated responding plans and specific measures
in advance, so as to guarantee its own capital needs, and ensure stable
supply of raw materials and normal production arrangements.

. Closely supervise production safety and

environmental protection work

All the production units of Fountain Set Group have adopted the fifteen
hard measures to ensure production safety in 2022, and arranged
for their employees to participate in various trainings and emergency
drills on production safety, while implementing special investigation
and rectification approaches to clear safety risks and hidden dangers,
imposing production safety responsibilities and implementing the “Dual
Prevention Mechanism” in a deep-reaching manner.

During the post-pandemic period, the global inflation is expected to
mitigate but will remain at a relatively high level, while the recovery of the
global economy will remain slow and the geopolitical conflicts against
the backdrop of competition between the great powers will continue
to intensify, along with the accelerating adjustment of the industrial and
supply chain, weak demand for products in the consumer market, and
increasingly fierce competition in the industry market. Facing the above
unfavorable factors, Fountain Set Group will adhere to its guidelines of
“reform, innovation and high-quality development”, and further strengthen
its existing management mechanism in accordance with the requirements
of a new development pattern in which the domestic circulation will
remain as its main concern while the domestic and international circulation
promote each other, so as to improve its comprehensive competitiveness
and production and operation efficiency, and advance its transformation
and upgrading to achieve sustainable high-quality development.
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Events after the Reporting Period

The Group did not have any significant events after the end of the reporting
period (i.e. 31 December 2022) and up to the date of this announcement.

FINANCIAL REVIEW

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

BREREREE

fi# 5 [0l BR

AEBEBEREHAR (BI2022412831H) B EA
NEBHLE WREFREAREEELE -

AEEBE2022F12A31AILEFEZ T BEE

December 2022 are set out below: KRB IEEETMT -
2022 2021
Statement of Profit or Loss ltems HEREEH
(Al amounts in HK$ thousands unless FRYFRIGERRINTE B
otherwise stated) BHUF AT
Revenue e 6,053,645 6,751,277
Gross profit EF 577,817 879,539
EBITDA* ERITEREHAFE 188,096 526,113
(Loss)/profit for the year EBEE (518 /&F) (93,164) 270,258
(Loss)/profit attributable to owners of the AT HEAE AFEL (BB518) &F)
Company (115,532) 241,334
Basic (loss)/earnings per share (HK SRELX EER) B GBI
cents) (9.4) 19.7
Key Financial Ratios FTEMFEIE=E
Profitability ratios BFHFEDHE
Gross profit margin (%) EFIZE(%) 9.5% 13.0%
EBITDA* margin (%) EMITERBHANEZE (%) 3.1% 7.8%
Expenses as a % of revenue B EEEEIE
Distribution and selling expenses DIERIHEER 1.5% 2.1%
Administrative expenses THER 9.2% 6.8%
Finance costs E= %N 0.4% 0.2%
Asset efficiency BEMNE
Inventory turnover period (days) EFEBEH (H) 62 107
Trade and bills receivables turnover EEREREWRIBFER (B)
period (days) 56 69
Trade and bills payables turnover period &% & ZEEIHIEFEL (H)
(days) 33 59

*

* EBITDARRTE 5 B IT & RIS I 7 o

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

At 31 December

128318 »®12831H
2022 2021
Asset ratios BELE
Current ratio* TREN L= 2.9 2.3
Net debt/EBITDA ratio BER ERITERBHEATR B (5.1) (1.0
Gearing ratio BEXR&ELIE=E
Total liabilities/Equity attributable to BEME/AAEHEB AELER
owners of the Company 0.5 0.6

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

B RN E T EZERRBEERURBEE

Revenue

The Group’s revenue for the year ended 31 December 2022 amounted to
approximately HK$6,053,645,000 (2021: HK$6,751,277,000).

Revenue by business segments

.y

14.9%

—E -

EEHZE2022F12A31H L FEENEEENA
6,053,645,0005 71 (20214 : 6,751,277,0005%
7o) °

ERBREBIE

Production and Sales of

Dyed Fabrics and Yarns

85.1% FY2022

2022844

RIS MIHE T KA

@ Production and Sales of Garments

BUS I E R

For the year under review, the Group’s core business, production and
sales of dyed fabrics and yarns, generated revenue of approximately
HK$5,150,345,000 (2021: HK$5,917,779,000), which accounted for 85.1%
(2021: 87.7%) of the Group’s total revenue. Revenue from production and sales
of garments was approximately HK$903,300,000 (2021: HK$833,498,000),
which accounted for 14.9% (2021:12.3%) of the Group’s total revenue.

Cost of Sales and Gross Profit

For the year ended 31 December 2022, overall cost of sales of the Group
amounted to approximately HK$5,475,828,000 (2021: HK$5,871,738,000) and
overall gross profit margin was 9.5% (2021: 13.0%).
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During the year under review, the Group’s revenue decreased by 10.3%
compared with that of last year, which was mainly due to the decrease in sales
volume of fabric by approximately 26.2%. 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 year ended 31 December 2022, the Group’s overall distribution
and selling expenses amounted to approximately HK$92,291,000 (2021:
HK$141,310,000), which accounted for 1.5% (2021: 2.1%) of the Group’s total
revenue.

Administrative Expenses

For the year ended 31 December 2022, the Group’s overall administrative
expenses amounted to approximately HK$559,179,000 (2021:
HK$458,436,000), which accounted for 9.2% (2021: 6.8%) of the Group’s total
revenue.

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

For the year ended 31 December 2022, the Group’s EBITDA amounted to
approximately HK$188,096,000 (2021: HK$526,113,000) and the EBITDA
margin was 3.1% (2021: 7.8%).

Finance Costs

For the year ended 31 December 2022, the Group’s finance costs amounted
to approximately HK$21,408,000 (2021: HK$15,225,000), representing 0.4%
(2021: 0.2%) of the Group’s total revenue.

Capital Expenditure

During the year under review, the Group invested approximately
HK$163,631,000 (2021: HK$170,676,000) in additions of property, plant and
equipment and investment properties. The Group’s commitments primarily
relate to the acquisition of property, plant and equipment. As at 31 December
2022, the Group had contracted capital commitments of approximately
HK$86,607,000 (31 December 2021: HK$116,978,000) in relation to the
acquisition of property, plant and equipment.

Income Tax Expense

For the year ended 31 December 2022, income tax expense of the Group
amounted to approximately HK$72,954,000 (2021: HK$67,192,000).
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Loss/profit Attributable to Owners of the Company

For the year ended 31 December 2022, loss attributable to owners of the
Company was approximately HK$115,532,000 (2021: profit attributable to
owners of the Company HK$241,334,000) and the corresponding profit margin
was —1.9% (2021: 3.6%).

Inventories

As at 31 December 2022, the Group’s inventories amounted to approximately
HK$929,526,000 (31 December 2021: HK$1,717,220,000). The inventory
turnover period was 62 days, a decrease of 45 days compared with 107 days
in 2021.

Trade and Bills Receivables

As at 31 December 2022, the Group’s trade and bills receivables amounted
to approximately HK$928,721,000 (31 December 2021: HK$1,270,335,000).
Trade and bills receivables turnover period was 56 days, a decrease of 13 days
compared with 69 days in 2021.

Trade and Bills Payables

As at 31 December 2022, the Group’s trade and bills payables amounted
to approximately HK$491,299,000 (31 December 2021: HK$956,450,000).
Trade and bills payables turnover period was 33 days, a decrease of 26 days
compared with 59 days in 2021.

Liquidity and Financial Resources

As at 31 December 2022, the Group’s net assets amounted to approximately
HK$3,423,767,000 (31 December 2021: HK$3,759,098,000). The key figures
of the Group’s financial position were as follows:
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wmr

At 31 December At 31 December

#12831H M12831H

2022 2021

HK$’000F # 5T HK$'000F 7T

Non-current assets EREEE 1,671,542 1,728,511
Current assets MENEE 3,375,223 4,019,879
Total assets BEEHEE 5,046,765 5,748,390
Current liabilities mEEE 1,182,174 1,771,099
Non-current liabilities ERBERE 440,824 218,193
Total liabilities BEEE 1,622,998 1,989,292
Net assets BEEFE 3,423,767 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 long-term bank
borrowings.
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As at 31 December 2022, the principal financial covenant figures/ratios
(according to the definitions of the Group’s principal banks) were as follows:

122022F12831H » T BN HRAEIE th=x
(REBEAEEFTEARBITHESR OT

At 31 December At 31 December

®12H31H »®12831H
2022 2021
Consolidated tangible net worth RERETEE HK$3,126,412,0007% 7T HK$3,255,116,0007& 7T
Consolidated total bank debt to REBIRTTaBHERE
consolidated tangible net worth FATEBELG 0.1 0.1
Consolidated EBITDA to consolidated 4z & BITE Ri#HaIF]HE
interest expense HiEEF EZHLEEA 8.8 34.6
Consolidated current assets to RERBEERFAaREER
consolidated current liabilities EE 41 2.9 2.3
Consolidated capital expenditure FEEARE HK$163,631,0007 7T HK$170,676,0007 7T

During the years ended 31 December 2022 and 2021,
complied with all covenant ratios and undertakings.

the Group had

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 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, USD and
RMB and interests were mainly charged on a floating rate basis. The average
effective interest rate of bank borrowings of the Group was 2.64% per annum
(2021: 1.44% per annum) for the year ended 31 December 2022 and the
bank borrowings were repayable within three years. All bank borrowings were
unsecured for the years ended 31 December 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.
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EMPLOYEES AND REMUNERATION
POLICIES

As at 31 December 2022, the Group had approximately 5,900 (31 December
2021: 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 Company also provides regular training courses and subsidies for
continuing education so as to improve the skills of its employees with respect
to production, selling and management.

OUTLOOK

Looking forward to 2023, the world will continue to be in a period of turmail
and change. As geopolitical conflicts intensify under the game of the great
powers, major economies are stuck in a period of low economic growth, global
governance is facing a deficit crisis, and many international organisations
expect the world economy to slow down in 2023, with the global economic
outlook facing a downward trend and the risk of recession.

In January 2023, the International Monetary Fund (the “IMF”) projected that
global economic growth would fall from 3.4% in 2022 to 2.9% in 2023,
below the average of 3.8% for the period of 2000 to 2019. At the same
time, the United Nations released its report World Economic Situation and
Prospects 2023, which predicted that world economic growth would fall from
approximately 3% in 2022 to 1.9% in 2023. The World Bank is even more
pessimistic, projecting a slowdown in global economic growth to 1.7% in 2023,
second only to the global recession caused by COVID-19 in 2020 and the
global financial crisis in 2009.

On the other hand, international organisations have raised their expectations
for China’s economic development. The IMF expects China’s economic growth
to rise significantly to 5.2% in 2023, as economic activity and personnel
mobility are expected to recover and improve significantly as a result of the
country’s refined epidemic prevention policies and favourable economic
measures. Similarly, the United Nations predicts that China’s economic growth
will accelerate and reach around 4.8% in 2023. The World Bank also expects
China’s economic growth to rise from 2.7% in 2022 to 4.3%.

The rising consumer awareness of health due to the Pandemic has led to
increasing demands for different types of exercises including hiking, running,
yoga, gym work-out etc. At the same time, as work-from-home has become
a new common around the globe, these factors are changing consumer
preference towards casual wear, sportswear and athleisure products. We
believe that these trends should provide strong support for the further growth in
casual wear and sportswear apparel demand.
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Striving to achieving the strategic development goals
for the China’s 14th Five-Year Plan (the“14th FYP”)
period with continued efforts

The current global economy is undergoing significant changes, and economic
globalisation is facing challenges. Under the impact of many uncertain factors,
the global textile industry layout is constantly changing, and a new global textile
industry and textile trade layout are taking shape. The Fountain Set Group is
also facing unprecedented challenges, and it needs to accelerate adjusting its
development strategy to facilitate transformation and upgrading.

Facing severe situation and challenges, the Fountain Set Group
comprehensively analyses the changes in macroeconomic situation and
accurately grasps global economic and industrial development trends
to promote high-quality development under the guidance of innovative
development and in line with the requirements of China’s textile industry
development.

Promoting quality and innovative remain as the top
priority for the future development of the Fountain Set
Group

In general, there is still a considerable gap between the current level of
technological development of China’s textile industry and the goal of being a
textile powerhouse. Therefore, the textile enterprises in China should adhere to
the strategic direction of promoting high-quality development with innovation
and new drivers transforming from technologies for a long period of time in
future.

The reshaping of the global textile industry layout and the complicated evolution
of textile production and trade environment determine the instability of the
textile industry layout and its development in future. The rise of emerging
economies, the advancement of technologies and brands in developed
countries in Europe and USA and the return of manufacturing industries made
Chinese textile enterprises facing a passive situation. The Fountain Set Group
can maintain its ability to compete in the market only if we could improve
our capabilities in four sectors: technological innovation, product upgrade,
production capacity coordination and market cultivation.

During the 14th FYP period, the Fountain Set Group will lead the transformation
and upgrading innovatively to facilitate high-quality development and
achieve sustainable green development through technological innovation
and management innovation, so as to become an industry leader in the
manufacture and management of high-quality knitted fabrics.

Intelligent manufacturing is of important significance for textile enterprises
in improving production efficiency, changing traditional production models,
enhancing international competitiveness and achieving high-quality
development. In the future, on the base of the results of existing information
technology construction, the Fountain Set Group should adhere to promoting
intelligent manufacturing step-by-step according to the development path of
the three basic paradigms of digitalisation, networking and intelligence.
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Intensifying the cultivation of domestic market to
achieve complementary and coordinated development
between domestic and international markets

The Group will accelerate the development of the domestic textile market and
expand the proportion of domestic product sales to form a new situation of
coordinated development that complements the external international markets
and the internally domestic market. The Group will enter the industrial textile
market through developing industrial textiles as a new growth segment for the
domestic market and taking medical textiles as the entry point, with constant
deepening and expansion, making it a new source of growth in future.

Continuous investment in Research and Development

The Group will put more efforts in product research and development. By
taking functional fabrics, multi-fiber composite fabrics and fabrics for green
environmental clothing as the main direction, we will increase product varieties,
expand the industries and fields in which our products apply, and transform
from a subcontracting enterprise to a manufacturing enterprise to improve the
quality of development.

Deepening international collaboration

The Group will establish an industrial collaborative manufacturing mode that
share standards, information and benefits to improve its capacities in operation
and resource integration in overseas markets, with a view to accumulating
experience and cultivating talent to cope with the changes of industry
landscape and implement the strategy of “going global”.

We believe that all of our staff members will work towards the Board’s
direction and objectives as well as implement the work plans set by the
Board, and will further map out our long-term development strategy. With our
spirit of“diligence, frugality, sincerity and integrity’and our general direction
to“stabilise operation and to enhance development”, we shall keep on
enhancing our efficiency and exploring the market with persistent efforts for
bringing the Group to a new level. We look forward to completing our annual
operating tasks and targets, and turnaround financial performance for our
shareholders. We are prepared to turn challenges into opportunities and wiill
forge ahead against all odds.

CORPORATE GOVERNANCE CODE

Throughout the year from 1 January 2022 to 31 December 2022 (the “Year”),
the Company has consistently adopted and complied with all the applicable
code provisions of the section headed “Part 2 — Principles of good corporate
governance, code provisions and recommended best practices” of the
Corporate Governance Code as set out in Appendix 14 to the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing Rules” and the
“CG Code”, respectively), as guidelines to reinforce our corporate governance
principles.
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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. In response to the specific enquiries made by the Company on
all Directors, they have confirmed that they had complied with the required
standard set out in the Model Code throughout the Year.

ANNUAL GENERAL MEETING

It is proposed that the annual general meeting of the Company (the “AGM”) will
be held on Thursday, 29 June 2023. The notice of the AGM will be dispatched
to the Shareholders and available on the respective websites of the Company
and the Stock Exchange in due course in the manner as required by the Listing
Rules.

FINAL DIVIDEND

The Board does not recommend the payment of a final dividend for the year
ended 31 December 2022,

CLOSURE OF REGISTER OF MEMBERS
In relation to the AGM

The Register of Members will be closed from Monday, 26 June 2023 to
Thursday, 29 June 2023, both dates inclusive, during which period no transfer
of shares will be registered. In order to qualify for attending and voting at the
AGM, the non-registered Shareholders must lodge all transfer documents
accompanied by the relevant share certificates with the Company’s share
registrar, Boardroom Share Registrars (HK) Limited at Room 2103B, 21/F., 148
Electric Road, North Point, Hong Kong for registration, not later than 4:30 p.m.
on Friday, 23 June 2023.
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PURCHASE, SALE OR REDEMPTION OF
THE COMPANY'’S LISTED SECURITIES

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

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, internal controls and risk management.
The Audit Committee presently comprises three independent non-executive
Directors (the “INEDs”), and one of the INEDs acts as the chairman of the Audit
Committee. The Audit Committee has reviewed the audited consolidated final
results as well as the systems of internal control and risk management of the
Group for the year ended 31 December 2022.

PUBLICATION OF 2022 FINAL RESULTS
ANNOUNCEMENT AND ANNUAL 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 annual report of the Company containing all the information required by
the Listing Rules will be dispatched to the Shareholders and available on the
respective websites of the Company and the Stock Exchange in due course in
the manner as required by the Listing Rules.
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