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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME &85 R Ht2AMER

FOR THE YEAR ENDED 31 DECEMBER 2016 # £20165F12A31H It FE

S+

i

2016 2015
Notes /i HK$'000 F%T HK$'000 F%& 7T
Revenue —F 311 3 6,328,714 6,653,051
Cost of sales SHE KA (5,553,590) (5,845,406)
Gross profit EF 775,124 807,645
Other revenue E U A 48,338 57,492
Other gains and losses b has KB 1B (48,452) (26,496)
Distribution and selling expenses DERHEER (163,756) (191,745)
Administrative expenses 1T E A (424,275) (469,362)
Finance costs & R A 4 (19,506) (26,166)
Share of profit of an associate FEiE— R ERR 2 BA 595 839
Profit before income tax expense BRETEB X HATEF 168,068 152,207
Income tax expense PSSz 5 (18,076) (24,133)
Profit for the year EFEERT 6 149,992 128,074

Profit for the year attributable to: EIERFEATN:
Owners of the Company ViN/NEIEZ Z =N 127,903 99,860
Non-controlling interests FEE A% 2 22,089 28214
149,992 128,074
HK cents HK cents &l

Earnings per share BRER

- Basic —ER 8 10.6 83
— Diluted —#E 8 10.6 8.3




CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME &85 R Htt2 AN AR

FOR THE YEAR ENDED 31 DECEMBER 2016 & £20165F12A31H [t FE

2016
Note i+ HK$’000 F#&T

2015
HK$'000 & 7T

Profit for the year EEERF 6 149,992 128,074
Other comprehensive income, net of tax Hth 2 E UKz
(&RHBRBIIE)
Items that may be reclassified HETEEHSEZE
subsequently to profit or loss: BEzHEE:
Net gain arising on revaluation of FREMGAH
available-for-sale financial assets PESREEEL Y
during the year A 1,410 426
Exchange differences arising on BMEEINEREEZ
translation of foreign operations PE X Z%E (16,051) (10,288)
Release upon disposal of available- BEAHEE
for-sale financial assets CREEREDL (3,012) -
Other comprehensive expense EFEHM2EBAX
for the year (17,653) (9,862)
Total comprehensive income EFEZHKRRAE
for the year 132,339 118,212
Total comprehensive income EBERFEE
for the year attributable to: 2EBREE:
Owners of the Company VAN/NEIEZ 2SN 116,000 94,368
Non-controlling interests IEVE IR 16,339 23,844
132,339 118,212




CONSOLIDATED STATEMENT OF FINANCIAL POSITION %R & B B AR R &

AS AT 31 DECEMBER 2016 72016512 A31H

At 31 December 2016

At 31 December 2015

M2016%12A31H R2015%12A31H
Notes B 7£ HK$'000 F&T HK$000 &7
Non-current assets kRBEE

Investment properties BEME 67,410 74,551
Property, plant and equipment ER Y E 1,463,317 1,412,120
Prepaid lease payments — non-current portion BNEERE-FREEHH 99,115 102,020
Other intangible assets Hit @\ AR 21,617 24,888
Interest in an associate R—HEEE R ER 16,900 16,305
Investment in life insurance policies ASRBREZRE 9 20,050 38,345
Deferred tax assets EILERBEE 49,909 39,721
1,738,318 1,707,950

Current assets RBEE
Inventories & 10 1,401,911 1,410,330
Trade and bills receivables EERERENFE 11 1,209,330 1,313,533
Prepayments, deposits and other receivables TRFIE ke RE R YGIE 136,420 116,765
Prepaid lease payments — current portion BNEERE-RBTH 2,600 2,606
Tax recoverable AR E 4,479 2,104
Restricted bank deposits R HIFITER 10,406 7,043
Short-term bank deposits REBTER 177,660 183,917
Bank balances and cash RITEBRRERES 690,491 686,306
3,633,297 3,722,604

Current liabilities nBaE
Trade and bills payables HERZERENHE 12 752,140 851477
Other payables and accruals Hth B R EER 322,845 343,499
Amounts due to non-controlling shareholders T 80,100 80,100
Amount due to an associate R—FBENRHIE 5,499 7,080
Deferred income — current portion BB -TEHS 1,592 1,458
Tax payable EATE 20,912 31,376
Bank and other borrowings — due within one year 1T R EMEE ——F R 488,191 494,619
1,671,279 1,809,609
Net current assets RBEEFE 1,962,018 1,912,995
Total assets less current liabilities EEABERABERE 3,700,336 3,620,945




CONSOLIDATED STATEMENT OF FINANCIAL POSITION %% & Bt % AR R &

AS AT 31 DECEMBER 2016 742016512 H31H

At 31 December 2016 At 31 December 2015

M2016%F12A31H R2015%12A31H
Note fi&F HK$'000 F& 7 HK$'000 F% T
Non-current liabilities kREEE
Deferred income - non-current portion ERMA-FERBTD 60,370 60,760
Bank and other borrowings — due after one year BOREMEE-—FEIEH 179,453 159,225
Deferred tax liabilities EREHEAE 6,868 6,204
246,691 226,189
Net assets EEFE 3,453,645 3,394,756
Capital and reserves EXRfEE
Share capital A 13 865,716 865,716
Other reserves Hib#E 2,432,336 2,364,829
Equity attributable to owners of the Company ARAEEAEEER 3,298,052 3,230,545
Non-controlling interests FERER 155,593 164,211
Total equity ERAE 3,453,645 3,394,756




NOTES Mfzt

1. GENERAL INFORMATION

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

The financial information relating to the years ended 31 December 2016
and 2015 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 Hong Kong Companies Ordinance (Cap.

622) is as follows:

The Company has delivered the financial statements of the Group for the
year ended 31 December 2015 to the Registrar of Companies as required by
section 662(3) of, and Part 3 of Schedule 6 to, the Hong Kong Companies
Ordinance (Cap. 622) and will deliver the financial statements for the year

ended 31 December 2016 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 sections 406(2), 407(2) or (3)

of the Hong Kong Companies Ordinance (Cap. 622).
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2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)

(a) Adoption of new/revised HKFRSs — effective on 1 January
2016

HKFRSs (Amendments) Annual Improvements 2012-2014 Cycle
Amendments to HKAS 1 Disclosure Initiative
Amendments to HKAS 16 Clarification of Acceptable Methods of
and HKAS 38 Depreciation and Amortisation
Amendments to HKAS 27 Equity Method in Separate Financial
Statements
Amendments to HKFRS 11 Accounting for Acquisitions of Interests

in Joint Operations

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

financial statements.

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

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

apply these changes on the date they become effective.

Amendments to HKAS 7 Disclosure Initiative!

Amendments to HKAS 12 Recognition of Deferred Tax Assets for
Unrealised Losses!
Amendment to HKFRS 2 Classification and Measurement of

Share-based Payment Transactions?
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2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”) (Continued)

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

HKFRS 9 Financial Instruments?
HKFRS 15 Revenue from Contracts with Customers?
Amendments to HKFRS 15 Revenue from Contracts with Customers

(Clarifications to HKFRS 15)?

Amendments to HKFRS 10 Sale or Contribution of Assets between
and HKAS 28 an Investor and its Associate or Joint
Venture?
HKFRS 16 Leases®

! Effective for annual periods beginning on or after 1 January 2017

2 Effective for annual periods beginning on or after 1 January 2018
3 Effective for annual periods beginning on or after 1 January 2019
4 The amendments were originally intended to be effective for periods beginning on

or after 1 January 2016. The effective date has now been deferred/removed. Early

application of the amendments continues to be permitted.
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3. REVENUE AND SEGMENT INFORMATION

The Board, i.e. the chief operating decision maker, regularly reviews the
operating results and financial information based on distinct geographical
areas of location of customers, including Hong Kong (place of domicile of
the Group), the People’s Republic of China (the “PRC”), Taiwan, Korea, Sri
Lanka, America, Europe and Others (i.e. representing other geographical
locations mainly Bangladesh, Vietham 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

3. EXERIEER
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reportable segment for the year. BATEZ Do
2016 20164
Segment
Hong Kong The PRC Taiwan Korea  Sri Lanka America Europe Others total  Eliminations Consolidated
BB HE ) ] BE HEMT M B HtoE SESE He &E
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
FET FET FExT FET FET FET FExT FET FET FET FAT
Revenue BEE
External sales HIMAE 1,439,830 1,119,663 631,045 1,166,770 751,178 407,387 48,589 764,252 6,328,714 - 6,328,714
Inter-segment sales PERHE
(note) (Haz) 4414472 2,369,402 - - 362,057 28,732 - 152,250 7,326,913 (7,326,913) -
Total segment revenue  DIEEEBLE 5,854,302 3,489,065 631,045 1,166,770 1,113,235 436,119 48,589 916,502 13,655,627 (7,326,913) 6,328,714
Results ES
Segment profit AEEF 133,033 108,964 54,950 101,603 73,728 38,005 4,248 69,442 583,973
Interest income FIEKRA 4,587
Unallocated income KARBA 2,997
Depreciation and FEREH
amortisation (184,524)
Other unallocated Hip R AR H
expenses (220,054)
Finance costs BEKAK (19,506)
Share of profitofan ~ JE(E— B E D F
associate 2B 595
Profit before income  FRETEH S AT AR
tax expense 168,068



3. REVENUE AND SEGMENT INFORMATION
(Continued)

3. EXERIEESR (R)

2015 2015
Segment
Hong Kong The PRC Taiwan Korea  SriLanka America Europe Others total  Eliminations Consolidated
BB H R #E  HEEFR el BN AR HERE b | A
HK$000 — HK$000 — HK$O00 — HK$000 — HK$0OO — HKSOO0 — HK$00O  HK$000 — HK$000  HK$000  HK$000
FET TET FET FET FET TET FET FET FET TET FET
Revenue BEE
External sales HIMAE 1,430,114 1,194,748 770,123 1,059,345 814,559 390,323 81,006 912,833 6,653,051 - 6,653,051
Inter-segment sales PERHE
(note) (hist) 4774710 2,677,060 - - 421,331 72,388 - 172293 8,117,782 (8,117,782 -

Total segment revenue  DIEEEHLE 6,204824 3,871,808 770,123 1,059,345 1,235,890

462,711 81,006 1085126 14,770,833 (8,117,782) 6,653,051

Results ES
Segment profit AEEF 123,890 90,677 68,940 96,395 92,648 30,808 7,493 83,365 594,716
Interest income FIEMA 8,324
Unallocated income KABBA 8,815
Depreciation and EREH

amortisation (200,033)
Other unallocated Hip R AR H

expenses (234,288)
Finance costs BENE (26,166)
Share of profit of 3ol il 3N

an associate ZBF 839
Profit before income ~ BRETS R X HAT AT

tax expense 152,207

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

Segment profit represents the profit earned by each segment without
allocation of central administration costs and other expenses (including non-
production related employee benefits expenses, directors’ emoluments,
bank charges, etc.), depreciation and amortisation, interest income, loss
on disposal/written-off of property, plant and equipment, net gain from
derivative financial instruments, gain from disposal of available-for-sale
financial assets, finance costs, share of profit of an associate, etc.. This is
the measure reported to the Board for the purposes of resource allocation
and performance assessment. No analysis on segment assets and liabilities

is disclosed as it is not presented to the Board.
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3. REVENUE AND SEGMENT INFORMATION
(Continued)

Revenue from the Group's products

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

3. EXBERIEER (&)

AEEEMIEXR

AT RREMBIDAEEREIMBEFPEREL

by products: DA
2016 2015
HK$'000 F&ET HK$000 57T
Production and sales of dyed fabrics and yarns HEREECH RY 5,461,209 5,626,076
Production and sales of garments RS REERK 867,505 1,026,975
6,328,714 6,653,051
Geographical information Hb 13 & K

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

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

M|EME - FXEBZIERBEE (M) IR

LB ZDMMT:

At 31 December 2016

At 31 December 2015

RN2016F12A31H R2015F12H31H

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

The PRC L 1,470,256 1,427,220
Hong Kong B 39,832 42903
America e - 87
Sri Lanka HEHER 158,086 159,465
Others Hiih & 185 209
1,668,359 1,629,884

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

policies.

Information about major customers

No revenue from individual customer contributed over 10% of the total
revenue of the Group for the years ended 31 December 2016 and 31
December 2015.
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4. FINANCE COSTS

BLE R A

2016 2015
HK$'000 &7 HK$000 F& T
Finance costs on: BEMAR:
Bank and other borrowings BIREMEE 19,506 26,166
5. INCOME TAX EXPENSE rE®XH
2016 2015
HK$'000 T#&7 HK$000 F/& T
Current tax: EEERE:
Hong Kong i 2,371 4,449
The PRC HE 15,893 20,307
Other jurisdictions Hi ek E 7,604 11,421
25,868 36,177
Under/(over) provision in prior years: BAFERETR/ (RERE)
Hong Kong Bk (40) (48)
The PRC e 1,717 167
Other jurisdictions HipazmE 59 (568)
1,736 (449)
27,604 35,728
Deferred tax: ERFIE:
Hong Kong G 291 2
The PRC & (10,319) (11,421)
Other jurisdictions Hip i 500 (176)
(9,528) (11,595)
18,076 24,133

Hong Kong Profits Tax is calculated at 16.5% (31 December 2015: 16.5%)
of the estimated assessable profit for the year.
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5. INCOME TAX EXPENSE (Continued)

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

subsidiaries is 25%.

Pursuant to the relevant laws and regulations in Sri Lanka, the tax rate of Sri

Lanka subsidiary is 12%.

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

5. Friedix<i (%)
BERECREAMERE ([REMERE]) REE
FSBUREIGIED] - R BN A )2 Bl % B25% -

REMEMFREBLEREAR HEBFRHE
RAZREABI2% °

Hitp AhEE 2 HIRRIAB R B AR B

the respective jurisdictions. ZHEHE
6. PROFIT FOR THE YEAR 6. EFERF
2016 2015
HK$'000 &7 HK$000 FE T
Profit for the year has been arrived at after charging: EEERFEMATIISE:
Auditors’ remuneration ZER0 7 & 3,063 2,908
Cost of inventories sold (note i) FEHEERA (f1:2) 5,553,590 5,845,406
Depreciation of investment properties BREMEZNE 3,896 4,049
Depreciation of property, plant and equipment mE BEREEINE 174,756 190,128
Employee costs (including Directors' emoluments) EBERA (BRESHE) 947,128 988,758
Loss on disposaliwritten-off of property, L&/ HENE BER
plant and equipment? R EE 13,283 5,161
Net exchange losses? & ¥ EiEFE? 15,002 -
Impairment loss recognised on trade and BREEERERERRIEL
bills receivables, net? B R F A 21,401 25,159
Impairment loss recognised on other receivables, net? TR AL M EYFIE 2 A BEE K FE? - 1,665
Release of prepaid lease payments BRNAETEES 2,601 2,610
Amortisation of other intangible assets? BBy EE & 3,271 3,246
and after crediting: REFATEISE:
Amortisation of deferred income! R0 PN:0k: 8 1,507 1,458
Interest income! FEMAL 4,587 8,324
Net rental income from investment properties! REMENRS WA FE 10,156 9,331
Net exchange gain? [ 5 Wizt 3 B2 - 5,441
Net gain from derivative financial instruments? fTEERMI A s FE? - 48
Impairment loss reversed on other receivables, net? E A JEIFE 2 R E 1B K B (E? 483 -
Government grants (note i)* BIREE (Mt ! 3,805 3,739
Gain on disposal of available-for-sale financial assets? REAHHESBEE 2 MR 751 -
1 Included in other revenue 1 BEEEMBARN
2 Included in other gains and losses 2 BIEEEMKE REERN
3 Included in administrative expenses 3 BRETHREAR

12



6. PROFIT FOR THE YEAR (Continued) 6. EFEERF (&)

Notes: et -

(i) Cost of inventories sold includes HK$1,598,598,000 (2015: HK$1,684,468,000) (i) FEHEERABIELH98,598,000/% 7T (20154 ¢
of staff costs, depreciation, subcontracting fee, provision/(reversal) of write-down 1,684,468,0007 L) B TR & - INTEA - 7+
of inventories and other manufacturing overheads, which are also included in the GFEZEE/ (B REGOREER HEBEEND
respective total amounts disclosed above for each of these types of expenses. BEEEXMBEESERT 2 BBRER-

(i) Government grants mainly represent grants of HK$3,092,000 (2015: HK$2,743,000) (i) BT RAE 245 W ELSR &+ B & T E = B w
received from the PRC local government authority as subsidies to the Group for 3,092,0005% 7T (20154 : 2,743,000/ 7T ) {E A 7N 4 &
(a) acquiring certain property, plant and equipment for energy saving scheme and ()R EE BN E 2 et 8| RIRIRFT EIME S
environmental protection scheme implemented by the PRC local government; (b) BETME BREZE: OBEBINE : ROBBEIED
incentive of foreign trade; and (c) incentive of steady growth of business. BEER M-

There were no restrictions with the use of such government grants. 5255 IBUAT 3 B 0 4 57 AR PR Il o
7. DIVIDENDS 7. RE
2016 2015
HK$'000 T HK$000 T/ T
Dividend recognised as distribution RFEEERADRZRE
during the year:
2015 final dividend of HK4.0 cents 20155 R HiR & & R4.05 1
(2014 final dividend of HK4.0 cents) per share (2014F R E iR B4.07 L) 48,201 48,201

No interim dividend was paid or proposed for both years.

The final dividend of HK5.3 cents in respect of the year ended 31 December
2016 (2015: HK4.0 cents) per share, amounting to approximately
HK$63,866,000 (2015: HK$48,201,000) in total, has been recommended
by the Board and is subject to the approval of the shareholders at the

forthcoming annual general meeting (“AGM”).
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8. EARNINGS PER SHARE

The calculation of the basic earnings and diluted earnings per share

attributable to owners of the Company is based on the following data:

8. BRAF
AR FEE AEESRERBF REERFITIE
TS B g E

2016 2015
HK$'000 T#&7 HK$000 F/& T
Earnings 27
Profit for the year attributable to owners of the RAEGRETRENR
Company for the purposes of basic BERAMAARAEE ANER
earnings and diluted earnings per share =EEEF 127,903 99,860
2016 2015
Number of shares RO EE
Weighted average number of ordinary shares for the RAEGRERENREZRIAMBL
purposes of basic earnings and diluted earnings per TRRINETLHEE
share 1,205,026,960 1,204,050,522

The computation of diluted earnings per share for the years ended 31
December 2016 and 31 December 2015 does not assume the exercise of
the Company’s outstanding share options because the adjusted exercise
prices of those options calculated in accordance with HKAS 33 “Earnings
Per Share” are higher than the average market price of the shares for both

years.

9. INVESTMENT IN LIFE INSURANCE POLICIES

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

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

During the year, the Group terminated a contract which contained five
life insurance policies. A gain on disposal amounting to HK$751,000,
which included a reclassification from other comprehensive income of
HK$3,012,000, has been recognised in the consolidated statement of profit

or loss for the year.

As at 31 December 2015, certain life insurance policies were secured for

bank loans of HK$11,830,000. As at 31 December 2016, no life insurance

9. ARRBREZRE (&)

RERN AEBRIE—HENERBRERANAS
RBIRE BB A751,0004 7 (BIEHREA
2E U S 3,012,0008 L) DR R FEHA 1B
MR NER -

0

/
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77 B 311,830,000/ 7T H9 5 48 » 522016412 A31

policies were secured for bank loans.

B EASRRRERERRRITERNIER-

10. INVENTORIES 10. &
At 31 December 2016 At 31 December 2015
R2016%12831H 201512 A31H
HK$'000 T HK$000 FE T
Spare parts 1 44,992 44,370
Raw materials R 646,164 603,230
Work-in-progress FER 397,563 417,943
Finished goods Bk 313,192 344,787
1,401,911 1,410,330

11. TRADE AND BILLS RECEIVABLES

11. EXRREEWRE

At 31 December 2016

At 31 December 2015

M2016F12A31H R2015F12A31H

HK$'000 F/& T HK$000 F/& T

Trade receivables EERIIE 941,500 1,061,359
Bills receivables ZEREINZE 316,860 295,506
Less: allowance for doubtful debts W REEERE (49,030) (43,332)
1,209,330 1,313,533
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11. TRADE AND BILLS RECEIVABLES (Continued)

The Group allows a credit period ranging from 30 days to 60 days to its
trade customers. The following is an ageing analysis of trade and bills

receivables based on the payment due dates net of allowance for doubtful

11. #x R EBREWRE (&)
AEBEREN FIOREOREEHFHELE
o B % RERBIGRR B REISE (0%
REFEM) BRI DT T -

debts:
At 31 December 2016 At 31 December 2015
R2016%12831H R2015%F12A31H
HK$'000 Fi& T HK$000 F/& T
Not yet due K35 743,201 834,044
Overdue 1-30 days #H1-30K 228,570 285,435
Overdue 31-60 days #HA31-60K 114,875 86,352
Overdue >60 days BB B0R 122,684 107,702
1,209,330 1,313,533

12. TRADE AND BILLS PAYABLES

12. 8 ¥R FEBERMARIE
At 31 December 2016 At 31 December 2015

M2016F12A31H R2015%F12A31H

HK$'000 T HK$000 F/& T

Trade payables EEEMNTE 516,861 561,234
Bills payables SERMIE 235,279 290,243
752,140 851,477
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12. TRADE AND BILLS PAYABLES (Continued)

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

12. X R ZBEMNRE ()
EEBAIFERARIBAORBATMT -

due dates:
At 31 December 2016 At 31 December 2015
R2016%12831H 2015412 A31H
HK$'000 F& 7 HK$000 Fi# 7T
Not yet due FEIH 431,767 490,001
Overdue 1-30 days BH1-30K 57,492 48,131
Overdue 31-60 days #H31-60K 10,661 8,473
Overdue >60 days BHEB0KR 16,941 14,629
516,861 561,234

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

reporting period.

As at 31 December 2016, bills payables of HK$18,920,000 (31 December
2015: HK$22,682,000) were secured by the Group's restricted bank
deposits of HK$5,676,000 (31 December 2015: HK$7,043,000).

The average credit period on purchase of goods ranges from 30 days to 120
days. The Group has financial risk management policies in place to ensure

that payables are within the credit time frame.

13. SHARE CAPITAL

At 31 December 2016

RBERR AREZMERBEN RS R

2016512 A31 8 © F # & {4 51 1818,920,000
7 7T (2015412 A31H : 22,682,000 7T ) J3 i
N5 E 5 215,676,000/ 7T (20154F12 4318 :
7,043,000/ 7T ) 2 Z R HI$RITIFRIE AL o

BN THEEHRIOREI20RN - AEEDRE
MR ERBRER  UBRRENFBEADENEE
HR A

13. &

At 31 December 2015

M2016%12A31H R2015F12H31H

No. of shares HK$'000 No. of shares HK$000
BE#A FAET REE FET

Ordinary shares, issued BBER BROR

and fully paid: BERK:

At beginning of the year ReFEEHRRE 1,205,026,960 865,716 1,203,046,960 862,211
Exercise of share options id e - - 1,980,000 3,505
At the end of the year RREFERLER 1,205,026,960 865,716 1,205,026,960 865,716
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14. EVENTS AFTER THE REPORTING DATE

The Company published an announcement on 26 January 2017 in relation
to the exceeding of the annual cap for the sale of fabrics, yarns, fibers and
garment parts by members of the Group to members of the companies
which a director and substantial shareholder of a non-wholly-owned
subsidiary of the Company and his associates control, under a master
sales agreement dated 18 November 2015 and entered into between
the Company and that individual (the “2016 AH Annual Cap”) and the
revision of annual caps for continuing connected transactions. A circular
containing, amongst other matters, (i) a letter from the Board; (ii) a letter
from the independent Board committee containing its recommendations to
the independent Shareholders; (iii) a letter from the independent financial
adviser containing its advice to the independent Board committee and the
independent Shareholders; and (iv) a notice of the extraordinary general
meeting (“EGM”) was dispatched to the Shareholders on 8 March 2017.
An EGM was held on 23 March 2017 to resolve the matters concerning the
exceeding of the 2016 AH Annual Cap and the revision of annual caps for
continuing connected transactions. Details of the exceeding of the 2016
AH Annual Cap and the revision of annual caps for continuing connected
transactions are set out in annual report note 41(c) “Connected party
transactions” of the consolidated financial statements and in the Company’s

announcement dated 26 January 2017 and circular dated 8 March 2017.
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BUSINESS REVIEW
Overview

During the year under review, the Euro zone's recovery was moderate
while developing economies, including the People’s Republic of China
(the “PRC”) or (“China”), have recorded slower growth. Nevertheless,
the global economy, particularly in the second half year, continued to be
volatile and unstable. The recovery of the United State (the “U.S.”), being
the largest end-market of our business, gradually became recognized and
provided some positive sentiments to the global economy. The operating
environment of the textile and garment industry in China remained
unimproved; especially we experienced weak domestic and overseas market
demand. The further slow down of Mainland China’s macroeconomic growth
intensified competition. In addition, further depreciation on Renminbi

currency led to downward declines in the domestic demand and economy.

Since the U.S. has withdrawn participation in the Trans-Pacific Partnership
(“TPP”) in December 2016 upon the change of Presidency, several TPP
signatories, including Malaysia and Vietnam, have been signaling that
the agreement is essentially dead without the U.S. Although the Group
was frequently asked to invest or co-invest in one of the TPP countries by
our customers and peers in previous years, our fabric dyeing production
capacity has still remained in China due to several reasons, including the
major one being the instability of the TPP. The loss of expected export
tariff benefit from TPP countries to the U.S. as the withdrawal of the U.S.
will diminish the original drive of setting up production sites in those TPP

countries.

Despite the uncertain global economy, overall difficult retail market and
decline in fabric demand, Fountain Set (Holdings) Limited continued to
uphold its prudent and pragmatic approach to deal with the ever-changing
market conditions and prepare for the challenges. The Group successfully
achieved a significant growth in net profit despite the reduction of sales by
4.9% during the year under review, mainly attributable to its focus on lean
management, technology automation, machinery upgrade, cost reduction

and control initiatives to boost overall operating profitability.
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The Group'’s revenue decreased by 4.9% to HK$6,328.7 million for the year
ended 31 December 2016 (2015: HK$6,653.1 million) due to the change
of product mix and the fact that the Group was unable to pass on all the
increased costs to customers owing to fierce competition and the average

selling price of the fabric reduced.

Thanks to the tight management on the raw material procurement and
better control in the production costs, gross profit margin, however, slightly
increased to 12.2% (12.1% in 2015) despite the decrease in revenue.
As our revenue was slightly lower than that of previous year, the Group’s
gross profit for the year ended 31 December 2016 also slightly decreased
correspondingly by 4.0% to HK$775.1 million (2015: HK$807.6 million).

During the year under review, most of the production cost of fabric increased
dramatically. Cotton price and yarn price showed an upward trend over
2016. According to the National Cotton Council of America, the cost of
cotton has indeed increased by 15.6% during 2016. The price of cotton was
at the lowest in March 2016 and at the highest in July 2016. During this
period, cotton prices rose by about 23.8%. According to the 2016 China
Cotton Index annual report published by the China Cotton Association, the
price of yarns was at the lowest in April 2016 and at the highest in July
2016. During this period, yarn prices rose by about 21.1%. In addition, coal
price in China increased by about 60% year-on-year, coupled with the ever-
increasing trend of labour cost in China. In normal situation, the gross profit
margin would have deteriorated. Nevertheless, the Group was in turn able
to successfully control the gross profit margin flat when compared to that of

last year.

Some of the adverse factors for the Group’s operating environment will
continue, including the increase in cotton price, rise of labour cost in
China and the significant increase in price of coal. In order to secure the
sustainable development of the Group, our core competitiveness in terms
of advanced production technology, and our innovative capability of doing

business are the key.
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With the help of its continuous adoption of advanced technology and
proactive cost-saving efforts, the Group managed to offset some rising
pressure of operation costs. During the year under review, distribution and
selling expenses decreased to HK$163.8 million (2015: HK$191.7 million).
Administrative expenses decreased to HK$424.3 million (2015: HK$469.4
million). The Group increased net profit margin for the year attributable to
owners of the Company to 2.0%, higher than that of 1.5% in previous year.
Profit attributable to the owners of the Company increased to HK$127.9
million (2015: HK$99.9 million). As a result, basic earnings per share was

HK10.6 cents, up from HK8.3 cents in 2015.

During the year under review, the Group further improved the production
efficiency through continuously reinforcing its lean production management
and applying automated equipment, thereby promoting sustained business
growth of the Group. In addition, the Group has also begun the construction
of its special fabric production project. In order to cope with the pressure
of rising labour costs, the Group also strived to improve its employees’
production efficiency by standardizing equipment, workflow and operation,
which laid a good foundation to better improve the level of production
automation in the future. During the year under review, the Group further
reduced orders from some of its small and medium-sized customers, and
its sales grew in a more balanced manner as evidenced by the fact that
the sales of each of its core customers, major products and main markets

delivered a growth.

Total Production Management

Since its launch in 2015, Total Production Management (TPM) operated
smoothly in all our fabric production facilities with an aim to enhance
production efficiency. By reducing operational costs through an increase
in the maintenance awareness on the production equipment among all
production staff and the encouragement to the staff to initiate operational
improvement, staff morale and positive momentums have been advocated in
all production facilities and meaningful cost-saving efforts were seen during
the year under review. At the same time, the Group has continued to provide
a series of production training to all production staff in the fabric mills, to
refresh and reinforce staff with updated knowledge on production operation,
technical craftsmanship as well as management skills. Enormous positive

feedbacks have been received from the staff.
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Production Facilities Upgrade

During the year under review, the Group has replaced and upgraded
numerous relatively less updated and less efficient production facilities
in our fabric mills, including fabric dyeing machines, fabric finishing
machines and fabric printing machines with new and latest models which
provide better production efficiency, less wastage and higher energy saving.
The tender committee of the Group have been standardizing the tender
management policy and procedure for purchasing new production machines
to ensure that the process provides the best interest to the Company as well

as our suppliers.

Customers

The Group is a knitted fabric manufacturer with products mainly marketed
in the U.S., Europe and China, which are supplied to end-buyer customers
primarily consisting of renowned international brands and retailers. During
the year under review, several sizable middle-end apparel retail brands or
department stores in the U.S. have experienced downsizing in terms of the
number of shops. Last year, the Group had successfully started collaboration
with several new clients, including several popular and quality Japanese
brands, a few well-known Chinese causal wear brands as well as some
notable North American retail brands which provide high potential going

forward.

Production Capacity and Operational Measurement

The Group’s production capacity maintained at about 25 million pounds
of fabric dyeing per month, which was diversified among four fabric mills
in both China and Sri Lanka. The upgrade of equipment has leveraged
the advantages of the integrated production and supply chain of knitting,
dyeing and printing as well as the feature of rapid response, in addition
to higher efficiency and lower energy consumption. In respect of lowering
controllable costs, the Group has implemented the following measures:
deregistrating inactive or non-profitable companies and business to reduce
administrative costs, integrating the garment business to reduce operating
costs, focusing on high value-added orders to ensure sufficient orders and
greater competitiveness, and further implementing the methods of energy
saving and emission reduction to comply with the government requirement
on environmental protection and reduce the overall energy consumption
of the production mills. These measures have achieved notable results,
enabling the Group to allocate funds to other appropriate use. Last but not
least, the Group has optimized the work allocation of employees, which
helped to improve the management structure and operation procedure. By
clearly identifying the work division of each department, the execution ability

of the overall management has been significantly enhanced.

22

HERBITR

CIEESEA SEDERRITRERRE % @8
BB MR RIR ) S ER G (£ A a8 R R ff
EBFER ST RN E A R - FR IR mEED
Tt -SEHREZEe —ERBBEENLERS
MBRERERER KMERRERREAN
DA R E R R ER S

BF

ERHBEMLER SENEHNERTE
BNRTFEETSER  MEKRERAZ RE
RAMEHBERTER - REBEFA XEET
ARENTRRETEREL B ERED KRR
[EHNEE - X5 - KEKI G REER TS
(BREEXBLOREBEZ ARME)  F—Lkif
EMEBZTERMBANE RREERK

HERENNEERR
SEALEMEARLRE - D BRIETBEMET R
B RERERERAESANR2TIAER B
BREEH TERAMELRBEERERE
FEEBLEE e HE-BEERERNE
SRR FE AT BE o PR K ATHERCA T H - GE3H
EELENERNAAMER  EITHRERZKAN
BUARE : BEKKEBR D EERA  Eh B
MERTE ERAERE REARFN E—F
HEITER BRI B A A BN H R IRRH B
KB BBEERE R MR LB
REAZ OB € RERABFABIEE SR BRN
HipBEmE L - REEBLCEEMNTIFERE B
ZEERBMERRE TEXHMHADTERB
BiEATE - AAIB SRR E IR INITRES ©



Capital Investment

The Group is committed to continuous investment in infrastructure,
machinery and information systems according to the operation needs and
future development plan. With nine mills and factories within the Group,
regular infrastructure maintenance and machinery upgrade are necessary to
ensure continuous improvement in operations. The Group plans to continue
fine-tuning the enterprise resource planning system SAP during 2017. It
is expected that the overall operational efficiency and productivity will be

improved as a result of the full implementation of new system.

Dividend

In view of the financial results and cash flow situation of the Group, the
Board has recommended to pay a final dividend of HK5.3 cents per share
for the year ended 31 December 2016 (2015: HK4.0 cents). The total
dividend for the year ended 31 December 2016 would be HK5.3 cents
per share (payout ratio: 50.0%) as compared with HK4.0 cents per share
(payout ratio: 48.2%) for the year ended 31 December 2015. Subject to the
approval of the shareholders of the Company (the “Shareholders”) at the
forthcoming annual general meeting (the “AGM”) to be held on 22 June
2017 (Thursday), it is expected that the payment of final dividend will be
made on or before 21 July 2017 (Friday).

Event after the Reporting Date

Save as disclosed in note 14 above, the Group did not have any significant
events since the end of the reporting date (i.e. 31 December 2016) end up

to the date of this announcement.
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FINANCIAL REVIEW B ¥ B B

The key operating and financial indicators of the Group for the year ended ~ AEBEE2016F12A31R FFEEZTBLE

31 December 2016 are set out below: BIISIRIE25mT -
2016 2015
Statement of Profit or Loss Items BEKRER
(All amounts in HK$ thousands unless (BR¥5RIGTEASNA B © 58
otherwise stated) HAUAFHETIR)
Revenue S 6,328,714 6,653,051
Gross profit EF 775,124 807,645
EBITDA BT B K i 5 B A 350,009 350,192
Profit for the year E=FEEAEF 149,992 128,074
Profit attributable to owners of the Company ~ ANA &1 A A FE15 &7 127,903 99,860
Basic earnings per share (HK cents) FREARZF OB 10.6 8.3
Key Financial Ratios FEBBKLE R
Profitability ratios B FIGED HEFE
Gross profit margin (%) FEFE (%) 12.2% 12.1%
EBITDA margin (%) BT E 2 #5 A0 B R (%) 5.5% 5.3%
Expenses as a % of revenue B IE &R E
Distribution and selling expenses HDHEKREEER 2.6% 2.9%
Administrative expenses THER 6.7% 7.1%
Finance costs & B AR 0.3% 0.4%
Asset efficiency BENME
Inventory turnover period (days) FERAHESH (/) 92 88
Trade and bills receivables turnover period B N R R IR EA A
(days) (8) 70 72
Trade and bills payables turnover period EEREBREMNTRIBREEH
(days) (8 50 53
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At At
31 December 2016 31 December 2015

A2016%F12A31H 2015 12A31H
Asset ratios BEHZE
Current ratio A B L R 2.2 2.1
Net debt/EBITDA ratio SFETS, BRI E R AT
IpE RS (0.6) (0.6)
Revenue S

The Group'’s revenue for the year ended 31 December 2016 amounted to

approximately HK$6,328,714,000 (2015: HK$6,653,051,000).

Revenue by business segments

In current year, the Group’s core business, production and sales of dyed
fabrics and yarns, generated revenue of approximately HK$5,461,209,000
(2015: HK$5,626,076,000), accounted for 86.3% (2015: 84.6%) of the
Group's total revenue. Revenue from production and sales of garments was
approximately HK$867,505,000 (2015: HK$1,026,975,000), accounted for
13.7% (2015: 15.4%) of the Group’s total revenue.

Cost of Sales and Gross Profit

For the year ended 31 December 2016, overall cost of sales of the Group
amounted to approximately HK$5,553,590,000 (2015: HK$5,845,406,000)
and overall gross profit margin was 12.2% (2015: 12.1%).

During the year under review, the Group’s revenue decreased by 4.9%, was

mainly caused by the change of product mix and the decline in average

selling price of fabric.
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The Group adopted a series of measures to improve the operation efficiency
and to reduce production costs. In addition, the depreciation of Renminbi
(“RMB”) during the year under review also led to result in a decrease
in production cost, since most of the production plants of the Group are
located in the PRC. Therefore, the effect of the change of product mix and
the decrease in the selling prices of certain fabric was offset thus the gross

profit margin percentage remained the same as last year.

Distribution and Selling Expenses

For the year ended 31 December 2016, the Group’s overall distribution
and selling expenses amounted to approximately HK$163,756,000 (2015:
HK$191,745,000), accounted for 2.6% (2015: 2.9%) of the Group’s total

revenue.

Administrative Expenses

For the year ended 31 December 2016, the Group’s overall administrative
expenses amounted to approximately HK$424,275,000 (2015:
HK$469,362,000), accounted for 6.7% (2015: 7.1%) of the Group’s total

revenue.

The percentage of the distribution and selling expenses and the
administrative expenses to the Group's total revenue slightly decreased
when compared with last year, were attributable to the effective internal cost

control and the effect of currency exchange.

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

For the year ended 31 December 2016, the Group’s EBITDA amounted to
approximately HK$350,009,000 (2015: HK$350,192,000) and the EBITDA
margin was 5.5% (2015: 5.3%).

Finance Costs

For the year ended 31 December 2016, the Group's finance costs amounted
to approximately HK$19,506,000 (2015: HK$26,166,000),
0.3% (2015: 0.4%) of the Group’s total revenue.

representing
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Capital Expenditure

During the year under review, the Group invested approximately
HK$256,485,000 (2015: HK$118,322,000) in additions of property, plant
and equipment, other intangible assets and prepaid lease payments. The
Group expects the capital expenditure for the next financial year will be
approximately HK$200,000,000.

Income Tax Expense

For the year ended 31 December 2016, income tax expense of the Group

amounted to approximately HK$18,076,000 (2015: HK$24,133,000).

Profit for the year

For the year ended 31 December 2016, profit attributable to owners of the
Company was approximately HK$127,903,000 (2015: HK$99,860,000) and
corresponding profit margin was 2.0% (2015: 1.5%).

Inventory

The Group’s inventory amounted to approximately HK$1,401,911,000
(2015: HK$1,410,330,000) as at 31 December 2016. The inventory
turnover period was 92 days, an increase of 4 days compared with 88 days

in 2015.

Trade and Bills Receivables

At 31 December 2016, the Group’s trade and bills receivables amounted
to approximately HK$1,209,330,000 (2015: HK$1,313,533,000). Trade
and bills receivables turnover period was 70 days, a decrease of 2 days
compared with 72 days in 2015.

Trade and Bills Payables

At 31 December 2016, the Group’s trade and bills payables amounted to
approximately HK$752,140,000 (2015: HK$851,477,000). Trade and bills
payables turnover period was 50 days, a decrease of 3 days compared with

53 days in 2015.
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BBt BER

At 31 December 2016, the Group's net assets amounted to approximately M 2016%F 128318 EBEEFELH A
HK$3,453,645,000 (2015: HK$3,394,756,000). The key figures of financial ~ 3,453,645,0007% 7t (20154 : 3,394,756,000/%
To) cBIBARRNEEER AT

Liquidity and Financial Resources

position were as follows:

At At

31 December 2016 31 December 2015

2016 12A31H 2015 12A31H

HK$'000 F& T HK$'000 T #C

Non-current assets EREBEE 1,738,318 1,707,950
Current assets REEE 3,633,297 3,722,604
Total assets BELE 5,371,615 5,430,554
Current liabilities e 8 & 1,671,279 1,809,609
Non-current liabilities EREEE 246,691 226,189
Total liabilities aERE 1,917,970 2,035,798
Net assets EEFE 3,453,645 3,394,756

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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At 31 December 2016, the principal financial covenant figures/ratios

20165128310 T EMHM B ROEE X

(according to the banks’ definitions) were as follows: (BEBRITHER)OT:
At At
31 December 2016 31 December 2015
2016 12H31H 7201512 A31H
Consolidated tangible net worth HRAEFELEE HK$3,067,813,000 HK$3,019,313,000
Consolidated total bank debt to RAERIRITTAEY
consolidated tangible net worth REFEREELD 0.2 0.2
Consolidated EBITDA to A BRI E R AT
consolidated interest expense FIEE R E F B H 7] 17.9 13.4
Consolidated current assets to AR EEY
consolidated current liabilities RAanEa &L 2.2 2.1
Consolidated capital expenditure GEEARAX HK$256,485,000 HK$118,322,000

As at 31 December 2016, the annual capital expenditure of the Group 20164128310 AEEFEE AR LB LY
—RSRITH) —RORGE R - AR EC A BRT
waiver letter from a relevant bank not to demand for immediate repayment /B¢ E KRB (EERTEZ B K.

exceeded the limit of general undertakings to a bank. The Group obtained a

of the bank borrowings.

During the year ended 31 December 2015, the Group had complied with all A& %2015 128318 IFEE RN ANEE DB T
P A SRAI L R ot

covenant ratios and undertakings.

Risk Management [2f & IR
The Group follows a stringent and prudent risk management policy to EFeRIERRNEBELN RS E RS RESINE

manage foreign exchange and interest rate risks. R R = @k o
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The sales and the purchase of raw materials of the Group were mainly
denominated in Hong Kong dollars (“HKD”), U.S. dollars (“USD”) and
RMB. Since the Group mainly carries out production in China, we are
exposed to foreign exchange risk arising from RMB exposure. As a result
of persistent fluctuations in the RMB exchange rate, the Group has been
closely monitoring the exchange rate fluctuation for USD and RMB and will
continue to review the foreign currency hedging strategy as appropriate 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, interests were mainly charged on a floating rate basis. Since the
market expected that the interest rates in the U.S. might rise in the coming
year, the Group will continue to monitor the interest rates fluctuation in the
market and will arrange appropriate financial instruments to minimise the

interest rate risk.

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2016, the Group had approximately 9,900 (2015:
12,100) full time employees. The Group will continue to implement
streamlined production so as to further minimize our labour cost. The
Group's emolument policies are formulated on the performance of individual
employee and the salary trends in various regions, which are reviewed
regularly. Subject to the Group’s profitability, the Group may also distribute a
discretionary bonus to its employees as an incentive for their contribution to

the Group.

The Group has established a share option scheme for its employees, and
also provides regular training courses and subsidies for continuing education
so0 as to improve the skills of its employees with respect to production, selling

and management.
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OUTLOOK

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

foundation for better performance.

CORPORATE GOVERNANCE CODE

Throughout the year from 1 January 2016 to 31 December 2016 (the
“Year”), the Company has consistently adopted and complied with all
the applicable code provisions of the Corporate Governance Code (the
“CG Code”) as set out in Appendix 14 to the Rules Governing the Listing
of Securities on the Stock Exchange (the “Listing Rules”), except for
the deviations disclosed below, as guidelines to reinforce our corporate

governance principles.

With effect from 23 January 2015, Mr. ZHAO Yao, the Chairman and an
Executive Director, has taken up the position of the chief executive officer of
the Company, details of which were set out in the Company’s announcement
dated 23 January 2015. This deviates from Code Provision A.2.1 of the CG
Code which stipulates that the roles of the chairman and chief executive
officer should be separate and should not be performed by the same
individual. However, having considered the current status of the Group,
vesting the roles of both chairman and chief executive officer in the same
person enables the Group to more efficiently plan its overall strategy and
achieve the budgeted target. The Board believes that the balance of power
and authority under this arrangement is adequately ensured by the Board
which comprises experienced, professional and high caliber individuals with

sufficient number thereof being independent non-executive Directors.
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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. Having made specific enquiries by the Company of
all Directors, the Directors have confirmed that all Directors had complied
with the required standards set out in the Model Code throughout the Year

or within the period they served as Director (as the case might be).

ANNUAL GENERAL MEETING

It is proposed that the AGM will be held on 22 June 2017 (Thursday). 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.

CLOSURE OF REGISTER OF MEMBERS
In relation to the AGM

The register of members of the Company will be closed from 19 June 2017
(Monday) to 22 June 2017 (Thursday) inclusive, during which period no
transfer of shares will be registered. In order to qualify for attending and
voting at the AGM, all transfer documents accompanied by the relevant
share certificates must be lodged with the Company's registrar, Tricor
Secretaries Limited at Level 22, Hopewell Centre, 183 Queen’s Road East,
Hong Kong for registration, not later than 4:30 p.m. on 16 June 2017

(Friday).

In relation to the proposed final dividend

Conditional on the passing of the resolution approving the declaration of
a final dividend by the Shareholders at the AGM, the register of members
of the Company will be closed from 5 July 2017 (Wednesday) to 7 July
2017 (Friday) inclusive, during which period no transfer of shares will be
registered. In order to qualify for the proposed final dividend, all transfer
documents accompanied by the relevant share certificates must be lodged
with the Company’s registrar, Tricor Secretaries Limited at Level 22,
Hopewell Centre, 183 Queen’s Road East, Hong Kong for registration, not

later than 4:30 p.m. on 4 July 2017 (Tuesday).
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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 REVIEW

The Company has established an Audit Committee for the purposes of
reviewing and providing supervision over the Company’s financial reporting
process, risk management and internal controls. The Audit Committee
presently comprises 1 non-executive Director and 2 independent non-
executive Directors, and one of the independent non-executive Directors
acts as the chairman of the Audit Committee. The Audit Committee has
reviewed the audited final results, the systems of risk management and

internal control of the Company for the Year.

PUBLICATION OF 2016 FINAL RESULTS
ANNOUNCEMENT AND ANNUAL REPORT

This results announcement is published on the websites of the Company
(www.fshl.com) and the Stock Exchange (www.hkex.com.hk). The 2016
annual report 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.
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