CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOMEC OO OOCDOOCODT

FOR THE YEAR ENDED 31 DECEMBER 2016 0 0 20160 12031000 O

2016 2015
Notes [ [J HK$’000 [J [0 [0 HK$'000 O 0 O
Revenue ogdo 3 6,328,714 6,653,051
Cost of sales oodad (5,553,590) (5,845,406)
Gross profit oo 775,124 807,645
Other revenue oooo 48,338 57,492
Other gains and losses ooooooo (48,452) (26,496)
Distribution and selling expenses ooooooo (163,756) (191,745)
Administrative expenses gooo (424,275) (469,362)
Finance costs gooo 4 (19,506) (26,166)
Share of profit of an associate jdddooopooo 595 839
Profit before income tax expense ooooooooao 168,068 152,207
Income tax expense goooo 5 (18,076) (24,133)
Profit for the year ooooo 6 149,992 128,074
Profit for the year attributable to: gooooooo
Owners of the Company oooooo 127,903 99,860
Non-controlling interests ooooo 22,089 28,214

149,99



Profit for the year goooo 6 149,992 128,074



CONSOLIDATED STATEMENT OF FINANCIAL POSITION O OO O D OO

AS AT 31 DECEMBER 2016 [0 20160 120 310
At 31 December 2016 At 31 December 2015

020160120310 020150120 310
Notes [J [J HK$'000 00 HK$000 [0 [0 [0
Non-current assets goooo
oooo 67,410 74,551

Investment properties
Property, plant and equipment



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

AS AT 31 DECEMBER 2016 0 20160 120 310

At 31 December 2016

At 31 December 2015

R2016%12A31H 020150 120 310
Note 0 [0 HK$'000 F& 7 HK$'000 0 0 0
Non-current liabilities kREEE
Deferred income - non-current portion gooooooooo 60,370 60,760
Bank and other borrowings — due after one year oooooo0oooO0o00o 179,453 159,225
Deferred tax liabilities gooooo 6,868 6,204
246,691 226,189
Net assets EEFE 3,453,645 3,394,756
Capital and reserves EXRfEE
Share capital oo 13 865,716 865,716
Other reserves gooo 2,432,336 2,364,829
Equity attributable to owners of the Company gooooooooo 3,298,052 3,230,545
Non-controlling interests ooooo 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) Newl/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) Newl/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)?2

Amendments to HKFRS 10 Sale or Contribution of Assets between

and HKAS 28 an Investor and its Associate or Joint
Venture*

HKFRS 16 Leases®

B 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
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reportable segment for the year. goooooo
2016 20160
Segment
Hong Kong The PRC Taiwan Korea  Sri Lanka America Europe Others total Eliminations Consolidated
oo oo oo oo gooo oo oo oooo gooo oo oo
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
oog ooog oog oog ooog ooo oog oog ooog oog oog
Revenue ooo
External sales oooo 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 ooooo
(note) oooo 4,414,472 2,369,402 - - 362,057 28,732 - 152,250 7,326,913 (7,326,913) -

Total segment revenue 0000000 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 oo
Segment profit oooo 133,033 108,964 54,950 101,603 73,728 38,005 4,248 69,442
Interest income oooo

Unallocated income ooooo

Depreciation and ooooo
amortisation

Other unallocated ooooooo
expenses

Finance costs oooo

Share of profit of an pooooooo
associate ooo

Profit before income goooooooo
tax expense

583,973

4,587
2,997

(184,524)

(220,054)
(19,506)

595

168,068



3. REVENUE AND SEGMENT INFORMATION

3.

pen

RERIEESR (R)

=
(Continued)
2015 20150
Segment
Hong Kong The PRC Taiwan Korea  Sri Lanka America Europe Others total  Eliminations  Consolidated
oo 0o 0o 0o oooo oo 0o 0oooo 0ooD 0D 0o
HKS000  HK$000  HKS000 — HK$000 — HK$0D00O — HKSOO0 — HK$000  HK$000  HKS000  HK$000  HK$000
ooo ooo ooo ooo ooo ooo ooo ooo ooo ooo ooo
Revenue ooo
External sales oooo 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 ooooo
(note) oooo 4,774,710 2,677,060 - - 421,331 72,388 - 172,293 8,117,782  (8,117,782) -

ogoo oooodooOoooooO0ooO0oooOOooOooOooo
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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 (&)

ugobooooago

goooobooboboooooooobbobooooo

by products: ood
2016 2015
HK$'000 F# 7 HK$000 0 0 [7
Production and sales of dyed fabrics and yarns goooooooo 5,461,209 5,626,076
Production and sales of garments ooooooo 867,505 1,026,975
6,328,714 6,653,051
Geographical information ooon

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

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

oooooooooooooooooooogoan

ogooooodd

At 31 December 2016 At 31 December 2015

R2016%12A31H 020150 120 310

HK$'000 F# 7 HK$000 0 0 0

The PRC oo 1,470,256 1,427,220
Hong Kong oo 39,832 42,903
America oo - 87
Sri Lanka gooao 158,086 159,465
Others gooa 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 4. BEKK
2016 2015
HK$'000 %7 HK$000 0 0 0
Finance costs on: goooo
Bank and other borrowings goooooo 19,506 26,166
5. INCOME TAX EXPENSE 5. FiIEBixxH
2016 2015
HK$'000 F% 7 HK$000 0 00 [7
Current tax: 0oooooo
Hong Kong oo 2,371 4,449
The PRC 0o 15,893 20,307
Other jurisdictions oooooo 7,604 11,421
25,868 36,177
Under/(over) provision in prior years: goooooooOOoo0oOooOom
Hong Kong oo (40) (48)
The PRC 00 1,717 167
Other jurisdictions ooooon 59 (568)
1,736 (449)
27,604 35,728
Deferred tax: goooo
Hong Kong oo 291 2
The PRC 00 (10,319) (11,421)
Other jurisdictions oooooo 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
the respective jurisdictions.

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

Notes:

(i) Cost of inventories sold includes HK$1,598,598,000 (2015: HK$1,684,468,000)
of staff costs, depreciation, subcontracting fee, provision/(reversal) of write-down
of inventories and other manufacturing overheads, which are also included in the
respective total amounts disclosed above for each of these types of expenses.

(i)  Government grants mainly represent grants of HK$3,092,000 (2015: HK$2,743,000)
received from the PRC local government authority as subsidies to the Group for
(a) acquiring certain property, plant and equipment for energy saving scheme and
environmental protection scheme implemented by the PRC local government; (b)
incentive of foreign trade; and (c) incentive of steady growth of business.

There were no restrictions with the use of such government grants.

6. RFEEAFN ()

ooo

(i) 0oo00000001,598,598,0000 00201500
1,684,468,0000 D 0D OO O0OOOOODOOOOOO
goooobooooOoooooooooooooo
gooboboO0ooooooboOoooooooo

(i) 00D00D0D0DO0ODO0DO0OOO0O0O0ODO00O000
3,092,00000 00 20150 02,743,0000 0 00 0 0 0 O
(0 000000000000000000000
00000000000 MODO0000(@O0000
00000000

goooooooooooo

7. DIVIDENDS 7. BE
2016 2015
HK$'000 &7 HK$000 0 0 [
Dividend recognised as distribution ooooooooooooo
during the year:
2015 final dividend of HK4.0 cents 20150 0000004000
(2014 final dividend of HK4.0 cents) per share 020140000040000 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

8. BRAER

goooobooboboooooooobobooooo

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

oooooooo

2016 2015
HK$'000 Fi& 7T HK$'000 0 0 [0
Earnings 27
Profit for the year attributable to owners of the gooooooood
Company for the purposes of basic jddd0000O0O0OoOoOoOoo
earnings and diluted earnings per share goooao 127,903 99,860
2016 2015
Number of shares BAEE
Weighted average number of ordinary shares for the 00000o0oooooooooo
purposes of basic earnings and diluted earnings per oopooooooo
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

policies were secured for bank loans.

9. ARRBREZRE (&)
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10. INVENTORIES 10. &
At 31 December 2016 At 31 December 2015
R2016F12A31H 020150 120 310
HK$'000 T HK$000 [] [ [7
Spare parts oo 44,992 44,370
Raw materials o0 646,164 603,230
Work-in-progress goo 397,563 417,943
Finished goods goo 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

R2016512A31H 0020150 120 310

HK$'000 F& 7 HK$000 7 00 [

Trade receivables oooooo 941,500 1,061,359
Bills receivables gooooo 316,860 295,506
Less: allowance for doubtful debts gooooo (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. 000000000

gogd

goboooooscoboecooooooOO
gooooooooooOooooooboobooo
goooooooooooo

debts:
At 31 December 2016 At 31 December 2015
020160 120310 020150 120 310
HK$'000 000 HK$000 [ [ [7
Not yet due goo 743,201 834,044
Overdue 1-30 days 0 01-300 228,570 285,435
Overdue 31-60 days 0 031-600 114,875 86,352
Overdue >60 days 000oeod 122,684 107,702
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12. TRADE AND BILLS PAYABLES (Continued)

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

12. 000000000000

gooooooobooooooobobobooo

due dates:
At 31 December 2016 At 31 December 2015
020160120310 020150120 310
HK$’000 [1 [0 [7 HK$000 [1 7 [7
Not yet due gooa 431,767 490,001
Overdue 1-30 days 001-300 57,492 48,131
Overdue 31-60 days 0 031-600 10,661 8,473
Overdue >60 days goooeod 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
020160120310

No. of shares

ooon

gooooooooooooooobobooobooboo

od

02016012031000 0 0 0O O 018,920,000
0 0020150 120 310022,682,0000 O 00 O
00doosere0000 0020150120 3100
70430000 D00 O0O0O0OOODOOOCOO

gooooobooos3ooObizooooooooo
goooooooobboOoooobooooboo

oooo

13.00

At 31 December 2015
020150 120 310

HK$'000 No. of shares

oon oooo

HK$'000
oon
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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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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 o000

The key operating and financial indicators of the Group for the year ended 000 0020160120310 000000000

31 December 2016 are set out below: ooooooooo
2016 2015
Statement of Profit or Loss Items ooooo
(All amounts in HK$ thousands unless ooooooooood
otherwise stated) gooooooo
Revenue ooo 6,328,714 6,653,051
Gross profit oo 775,124 807,645
EBITDA opopoooooooo 350,009 350,192
Profit for the year ooooo 149,992 128,074
Profit attributable to owners of the Company 0O 0O0O0O0OO0ODOOO 127,903 99,860
Basic earnings per share (HK cents) oooooooooo 10.6 8.3
Key Financial Ratios gooooo
Profitability ratios oooooo
Gross profit margin (%) 000 (%) 12.2% 12.1%
EBITDA margin (%) 00000000000 () 5.5% 5.3%
Expenses as a % of revenue oooooooo
Distribution and selling expenses goooooo 2.6% 2.9%
Administrative expenses ooood 6.7% 7.1%
Finance costs oooo 0.3% 0.4%
Asset efficiency oooo
Inventory turnover period (days) oooooooo 92 88
Trade and bills receivables turnover period gooodooooopooo
(days) gooo 70 72
Trade and bills payables turnover period gooooooooooo
(days) gooo 50 53
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At At

31 December 2016 31 December 2015

7A2016%12A31H 0 20150 120 310
Asset ratios BEHZE
Current ratio oooo 2.2 2.1
Net debt/EBITDA ratio goooooboooooo
ooo (0.6) (0.6)
Revenue ooo

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
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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,