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GROUP PROFILE

Fountain Set (Holdings) Limited and its subsidiaries are recognised in the industry
as one of the world’s largest circular knitted fabric manufacturers and has long
been a driving force in the global market through its vertically integrated
operations in spinning, knitting, dyeing, printing and finishing. The Group’s
product range also includes dyed yarns, sewing threads and garments. As a
major fabric supplier to garment manufacturers in over 40 countries that supply
to internationally renowned retail brands, Fountain Set’s worldwide sales reached

HK$6.1 billion (US$782 million) in the financial year 2008.

Headquartered in Hong Kong and listed on The Stock Exchange of Hong Kong
Limited, Fountain Set (Holdings) Limited (SEHK: 420) has production facilities in
the PRC, Sri Lanka and Indonesia, with marketing and representative offices in 8

countries and a global staff force of approximately 18,200.

To learn more about Fountain Set, please visit www.fshl.com
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EXTENSIVE WORLDWIDE NETWORK - 38 K IR BR 48 4%
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FINANCIAL AND STATISTICAL HIGHLIGHTS « Bf #% &

RE:

2008 2007 Changes
HKS$Mil HKS$Mil B
BEET BEETT
Operating Results EEEE
Revenue R 6,103.0 7,023.0 -13.1%
(Loss) Profit (&18) 2R
Total HE (396.5) 167.5 -336.7%
(Loss) Profit margin (F18) BR= (6.5%) 2.4%
(Loss) Profit per share (cents) Hit (5518) ZF ()
- Basic —ER (49.9) 21.1 -336.7%
Dividends B’RE
(after inclusion of proposed final dividend) (B BRI 2 REREER)
Per share (cents) SR (4l) 1.0 8.0 -87.5%
Dividend payout ratio RELL =R N/A 37.9%
Financial Position at Year End REELRER 2R
(after inclusion of proposed final dividend) (B aFERT 2 REBREER)
Net current assets MENEEFE 2,173.8 2,490.0 -12.7%
Total assets EERE 6,000.2 6,650.6 -9.8%
Long-term bank borrowings RERITERE 1,732.1 1,776.8 -2.5%
Bank borrowings RITEE 2,283.9 2,186.1 4.5%
Net bank borrowings RITEEFE 1,598.4 1,394.9 14.6%
Total liabilities BERE 3,552.1 3,816.7 -6.9%
Tangible net worth BRFE 2,448.2 2,833.9 -13.6%
Net asset value per share (HKS) BREEFE (BT 3.08 3.57 -13.6%
Capital expenditure =eNEg 524.6 354.8 47.9%
(after inclusion of interest capitalised) (BBEFEEEEZFEER)
Financial Statistics B g #e st
(after inclusion of proposed final dividend) (EEEREMNZREREER)
Current ratio BNt = 2.46 237
Long-term bank borrowings ratio REMRITEELE 0.71 0.63
Bank borrowings ratio RITEELLE 0.93 0.77
Net bank borrowings ratio RITEEFELE 0.65 0.49
Gearing ratio EXRBELER 1.45 1.35
Return before tax on average equity MBI AT 2 FHERREEBIHRE (15.0%) 6.6%
Interest cover ratio B b= (3.61) 2.76
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FINANCIAL AND STATISTICAL HIGHLIGHTS -
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(6]
FINANCIAL SUMMARY - Bf 7548 &

CONSOLIDATED INCOME STATEMENT e W R

Year ended 31st August,
BENAB=1T—HLEFE

2004 2005 2006 2007 2008
HKS'000 HKS'000 HKS'000 HKS'000 HK$'000
FEr FET FET FET FET
Revenue 2 6,773,986 6,636,298 7,134,788 7,022,991 6,103,045
Profit (loss) from ordinary activities HEXBER (&18) 250,654 224,440 387,193 228,010 (371,125)
Share of results of jointly FEAL 14|
controlled entities MBI — (409) — — —
Reversal of impairment loss on H[EE SIS
amounts due from jointly FrRFRIER
controlled entities REE KA — 2,163 1,040 540 21,907
Profit (loss) before taxation KRB A1 2R (E518) 250,654 226,194 388,233 228,550 (349,218)
Income tax charge Frissi (32,961) (26,107) (41,145) (16,240) (9,179)
Profit (loss) for the year 2EEEF (BB 217,693 200,087 347,088 212,310 (358,397)
Attributable to: FEAS -
Equity holders of the Company RAREREEA 182,631 163,490 306,772 167,481 (396,451)
Minority interests DYRRELR 35,062 36,597 40,316 44,829 38,054

217,693 200,087 347,088 212,310 (358,397)
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FINANCIAL SUMMARY - B %t &
CONSOLIDATED BALANCE SHEET GEEEAEBX
At 31st August,
RNAB=+—H
2004 2005 2006 2007 2008
HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FiET FET
Non-current assets FRBEE 2,178,269 2,364,403 2,263,256 2,347,435 2,337,638
Current assets REBEE 3,707,615 3,657,541 3,820,430 4,303,204 3,662,577
Current liabilities ik Jh=KE 1,435,503 1,298,030 1,248,522 1,781,472 1,488,830
Net current assets RBEEFEE 2,272,112 2,359,511 2,571,908 2,521,732 2,173,747
Total assets less current liabilities EEBERRBERE 4,450,381 4,723,914 4,835,164 4,869,167 4,511,385
Non-current liabilities ERBERE 1,756,776 1,944,698 1,835,514 1,784,711 1,812,191
Net assets EEFE 2,693,605 2,779,216 2,999,650 3,084,456 2,699,194
Capital and reserves BERK#E
Share capital [REN 158,802 158,802 158,802 158,802 158,802
Reserves s 2,341,169 2,427,001 2,639,513 2,706,858 2,289,353
Equity attributable to equity holders AN A REZIFE A
of the Company bR 2,499,971 2,585,803 2,798,315 2,865,660 2,448,155
Minority interests DHREER 193,634 193,413 201,335 218,796 251,039
Total equity ERAE 2,693,605 2,779,216 2,999,650 3,084,456 2,699,194
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CHAIRMAN'S STATEMENT « EE R &

FELLOW SHAREHOLDERS

On behalf of the Board, | would like to report to shareholders the results of the
Group for the year ended 31st August, 2008.The revenue was approximately
HK$6,103,045,000, a decrease of 13.1% over last year. Loss attributable to
shareholders amounted to approximately HK$396,451,000; if excluding the total
costs of HK$220,238,000 (net of tax) in relation to the reduction of production
capacity of Dongguan Fuan Textiles Limited (“Dongguan Fuan”), one of the
Group's jointly owned subsidiaries located in Dongguan, Guangdong province,
China, loss attributable to shareholders was approximately HK$176,213,000.
Net loss margin after excluding the aforesaid total costs for the period under
review was 2.9%, a decrease of 5.3 percentage point over the same period last
year. Basic loss per share was HK49.9 cents, compared to basic earnings per

share of HK21.1 cents in 2007.

DIVIDEND
The Board has resolved not to pay any final dividend for the year ended 31st
August, 2008. The total dividend for the year will be HK1 cent per share,

compared to HK8 cents per share of last year.

BUSINESS OUTLOOK

The year ended 31st August, 2008 was one of the most difficult in Fountain
Set’s history. It was the first time the Group registered a loss in our financial
performance. However, through appropriate actions to overcome upcoming
challenges and a cash on hand of approximately HK$680,800,000 as of end of
August 2008, the management believes that we have the ability to improve

the Group’s performance within the near future.

During the year under review, global economies and consumer confidence, in
particular those of the United States (“US”) and Europe which are major ultimate
markets for our products, were impacted by a sharp rise in commodity prices
including chemicals and oil which are important cost components in the Group's
production. At the same time, manufacturers in China, including the Group,
were experiencing rampant inflation in employment and operating costs. In
addition, the Chinese government continued to implement new policies to cool

an overheated domestic economy as well as to reduce trade surplus.
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CHAIRMAN'S STATEMENT « EE R &

Under such environment, the management of the Group made a rapid but
difficult decision, for reasons stated in the interim report, to significantly reduce
the production capacity of Dongguan Fuan and gradually transferred part of
the production capacity to other facilities of the Group.The Group’s decision
was an important initiative that will enable the Group to more efficiently allocate

resources in the future to ensure long term sustainability and competitiveness.

The overall market has undergone drastic changes since the second quarter of
calendar 2008.1t is marked by the outbreak of the US sub-prime mortgage crisis
which has since grown into a global financial crisis which has had highly
negative impact on the global economy and the consumer markets, especially
those in the US and Europe.On the back of disappointing sales results coupled
with uncertain outlook for the year 2009, many retailers and brands have
announced plans for store closure.The volatile market conditions and changing
operating environment have created utmost challenges for all players in the
textiles and apparel industry.Looking forward, the macro uncertainty triggered
by the global financial crisis continues to cloud market transparency.In spite of
the recent downward adjustments in material and international fuel prices,
manufacturers in China will continue to face cost pressure resulting from
domestic cost issues as well as the reduction in export order volume due to
weakness in overseas markets. The Group is implementing various measures,
as mentioned below, to tackle the challenges ahead. Nevertheless, we believe
the overall market will continue to be difficult for the coming year which will

further dwindle the room for survival of smaller and weaker competitors.

Following significant reduction in Dongguan Fuan'’s production capacity, the
Group had to limit sales volume of fabrics in the second half of the year under
review to accommodate the lower capacity. Some of the reduced capacity has
been gradually restored over the past few months and the fabrics sales volume
of the Group has recently started increasing. It is anticipated that the total fabrics
sales volume for the first half of the next financial year will still be lower
compared to the same period of the year under review due to overall lower
capacity and weaker market demand. However, recovery can be expected
during the second half of the next financial year through regaining market share.
Moreover,Dongguan Fuan has entered into a non-legally binding letter of intent
with an independent third party in China for the proposed disposal of
Dongguan Fuan’s total land and property interests in Dongguan, Guangdong
province, China. Since the negotiations relating to this proposed disposal is
still on going, the management believes it is appropriate to reduce the amount
of impairment relating to the reduction of capacity at Dongguan Fuan from

the amount stated in the interim report to the level stated in this report.
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CHAIRMAN'S STATEMENT « EE R &

We believe that China's economic fundamentals appear to remain sound in
spite of the global financial crisis with many factors that support economic
growth remaining intact.These include high savings rate, availability of work
force, quality of education, improving infrastructure and rapid urbanization.In
addition, China’s fiscal position is one of the best in the world. Therefore, the
Group will continue to strategically target new clients in China as the local
consumer preference shift towards better product quality, safety and
innovations. Our domestic sales have shown continuous improvement since
the launch of the“fabric by Fountain Set™”brand which was actively showcased
in various trade shows in China over the past few years.We anticipate that our
domestic sales for textiles and apparel in China will continue to increase over

the next few years.

Based on the maturity of the textiles and apparel supply chain in China coupled
with the anticipated growth of domestic demand for better quality products,
China will continue to be the hub of the Group’s manufacturing operations.
Nevertheless, for better geographical diversification, the Group has been
operating major textiles production facilities in Dongguan of the Pearl River
Delta as well as Jiangyin in the Southern part of Jiangsu province of the Yangtze
River Delta. In early 2008, the Group started construction of a new fabric mill in
Yancheng in the Northern part of Jiangsu province. The latest target for
commencement of production in Yancheng is around the middle of year 2009.
Many of the machineries to be installed at this facility will be supplied by the
Group's subsidiary Jiangyin Jintian Machinery Limited. During the first six
months of operation, dyed fabrics production capacity will gradually increase
to around 2-3 million pounds per month.The potential for future expansion of
this plant would give the Group ample opportunity for growth as domestic

consumption in China increases.

With the joint venture investment in a new garment production business last
year, it is anticipated that the overall production capacity of the Group’s garment
business will continue to gradually increase in the next financial year. Apart
from the existing garment production sites in Ningbo and Dongguan of China
as well as Jakarta of Indonesia; the Group has further expanded production
sites to Jiangyin and Sugian in Jiangsu province of China during the year under
review. Besides servicing customers in the US and the Europe, it is also the
strategy of our garment business to expand into the domestic market to capture

the increasing demand from the growing retail market in China.
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In addition, the Group will continue to implement cost savings and sustainability
initiatives such as installation of energy saving devices and increase in recycling
of water for industrial production.The Group will also further optimize its
operations and infrastructure to cope with the current market conditions while
maintaining a solid foundation to support future growth. These initiatives
include the ongoing review of management functions such as cost and
performance measurement, risk management and corporate governance.The
Group will also focus on reducing the net gearing ratio to a more sustainable
level over the next few years by improving profitability, seeking disposal of non-
core properties as well as implementation of tighter control over cost, working

capital and capital expenditure.

Based on the current assessment, the Group expects the industry environment
in the coming financial year to remain challenging and maintains a conservative
view on the Group’s performance.However, with our strategically located fabric
mills in Dongguan, Jiangsu and Sri Lanka, the expansion in garment business
as well as the growth in domestic sales in China, we are well positioned to
increase our market share following consolidation of the supply chain and when
market demand gradually recovers in the future. Therefore, we are relatively

more optimistic on the business outlook for the longer term.
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Hong Kong
12th December, 2008
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BUSINESS REVIEW

During the year under review, the loss of the Group was approximately
HK$396,451,000, if excluding the total costs of HK$220,238,000 (net of tax) in
relation to the reduction of production capacity of Dongguan Fuan,loss margin
was 2.9%, a drop of 5.3 percentage point.The Gross Profit margin also decreased
due to increases in significant cost items such as material, energy, wages as
well as the reduction in rebate of export related value added tax. Moreover,
significant reduction in the capacity of Dongguan Fuan lead to a short term
disruption in overall production allocation and planning of the fabric sector,

thus resulting in an increase in manufacturing cost of the Group.

Production and Sales of Dyed Fabrics, Sewing Threads

and Yarns
During the year under review, revenue from the production and sales of dyed
fabrics, sewing threads and yarns reached approximately HK$ 5,373,062,000, a
decrease of 14.3% as compared with last year,and accounted for 88.0% of the

Group’s total revenue.

Production and Sales of Garments
Annual revenue from the production and sales of garments was approximately
HK$729,983,000,a decrease of 2.9% as compared with last year,and accounted

for 12.0% of the Group's total revenue.

Analysis by Customer Geographical Regions

The Group’s major customers were garment manufacturers located in Asia and
accounted for approximately 93.3% of the Group’s total revenue, a slight
increase of 4.1 percentage points when compared with 89.2% of last year.The
remaining 6.7% was generated from sales to customers based in America and
Europe. A more substantial growth was achieved in business with customers
based in China where the Group has established local marketing offices and

fabric mills.
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MANAGEMENT DISCUSSION AND ANALYSIS -

FINANCIAL REVIEW

Liquidity and Financial Information

At 31st August, 2008, the Group’s total assets amounted to approximately
HK$6,000,215,000, representing an decrease of approximately HK$650,424,000
over last year. Total assets included non-current assets of approximately
HK$2,337,638,000 and current assets of approximately HK$3,662,577,000.The
above assets were financed by current liabilities of approximately
HK$1,488,830,000, non-current liabilities of approximately HK$1,812,191,000,
minority interests of approximately HK$251,039,000 and equity attributable
to shareholders of approximately HK$2,448,155,000.

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 borrowings.

The capital expenditure was mainly financed by long-term borrowings.

Bank borrowings and obligations under finance leases totally increased by
approximately HK$97,792,000 and the total amount of short-term bank

deposits, bank balances and cash decreased by approximately HK$108,000,000.

At 31st August, 2008, the principal financial ratios were as follows:

EEENWE DN

B 7 [0 B2
nBETRUHBER
RZZBENENAZ=Z+-B  SEEELEYN
6,000,215,000/8 7T » tb A FiRIA#9650,424,000 7T °
EEREREIRENEER2,337,638,000/8 T KA ED
EE#3,662,577,000/87T - LIMEEHRBEREY
1,488,830,000/8 7T ~ FEMBIE1E491,812,191,00078
~ DEIR SRR £9251,039,00058 7T R IR RIELRE
#5#92,448,155,000/8 LI RLE o

EENEERSRERERRTNRENERENH
EESRE MEARXATEHRBEREMC -

IRITEERVEHEERMIRIAE £ 0497,792,000
BT RHRITER  RITEERRESEETHRY
108,000,00078 JT ©

REBZENFNA=+—H  TENBKLERNT

2008 2007
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Gearing ratio EXREELE 1.45 1.35
Bank borrowings ratio IRITEELEE 0.93 0.77
Net bank borrowings ratio IRATEEFELLR 0.65 0.49

The sales of the Group are mainly denominated in Hong Kong dollars and US
dollars and the purchase of raw materials is mainly made in Hong Kong dollars,
US dollars and Renminbi.Bank borrowings are also denominated in Hong Kong
dollars, US dollars and Renminbi and interests are mainly charged on a floating
rate basis. In addition, the Group mainly operates in China and is exposed to
foreign exchange risk arising from Renminbi exposure.The fluctuations in the
US dollars and Renminbi have always been the concern of the Group. In order
to mitigate the foreign currency risk and interest rate risk, the Group will enter
into appropriate hedging arrangements in accordance with the Group’s risk

management policies.
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Capital Expenditure

During the year, the Group invested approximately HK$520,586,000 (2007:
HK$350,073,000) in property, plant and equipment and prepaid lease payments,
which includes the impact from increases in buildings material costs during
construction of the new Yancheng fabric mill. The Group expects that capital

expenditure for the next financial year will be approximately HK$175 million.

Charge over Assets

The Group’s obligations under finance leases are secured by the lessor’s charge
over the lease assets. At 31st August, 2008, the carrying value of those plant
and machinery held under finance leases was nil (2007: HK$30,526,000) and

the amount of obligations under finance leases was nil (2007: HK$439,000).

Inventory

The Group's inventory approximately amounted to HK$1,465,681,000 as of 31st
August, 2008 (2007:HK$1,822,633,000), representing inventory turnover period
of 88 days (2007:95 days). Subsequently, the inventory balance has started to
decrease and the Group will continue to actively monitor and control the

inventory level.

Employees and Emolument Policies

At 31st August, 2008, the Group had approximately 18,200 full time employees.
The Group’s emolument policies are formulated on the performance of
individual employee and on the basis of the salary trends in the various regions,
and will be reviewed regularly. Subject to the Group's profitability, the Group
may also distribute 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 so as
to improve the skills of its employees with respect to production, selling and

management.
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The Company has consistently adopted the Code of Corporate Governance
(the “Code”) promulgated by The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) as guidelines to reinforce our corporate governance
principles during the year.This report describes how the Company has applied

the principles.

The Company has complied throughout the year with the Code provisions
except that, with respect to the Code provision A.2.1, the roles of chairman and
chief executive officer (“CEQ”) were performed by the same individual.
Considered reasons are provided in the section of Chairman and Chief Executive

Officer.

BOARD OF DIRECTORS

The overall management of the Company’s business is vested in the board of
directors (the “Board”). The Board has delegated the day-to-day management
of the Company’s business to the executive management team, and focus its
attention on matters affecting the Company’s overall strategic policies, finances
and shareholders. At 31st August, 2008, the Board comprised ten members,
consisting of five executive directors, two non-executive directors and three
independent non-executive directors. The profile of all directors, including
chairman, executive directors, non-executive directors and independent non-
executive directors are set out on pages 21 to 25.The relationship among
members of the Board (including financial, business, family or other material or

relevant relationships, if any) are also disclosed.

The Company has received from each independent non-executive director an
annual confirmation of his independence pursuant to the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”),and considers

all of the independent non-executive directors to be independent.

Five Board meetings were held during the financial year. Directors actively
participate in each meeting in person, via telephone or video-conferencing.
Directors give and receive reports on the activities of the operating divisions
and present papers supporting decisions which require the Board approval.

The Board consents are given by-vote at the Board meetings.

The dates of the 2008 regular Board meetings were determined in 2007 and
any amendments to this schedule were notified to all directors at least 14 days
before the meeting. Suitable arrangements are in place to allow directors to

include items in the agenda for regular Board meetings.
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If a director has a conflict of interest in a transaction or proposal to be considered
by the Board and which the Board has determined to be material, the individual
director declares his interest and is required to abstain from voting.The matter
is considered at a Board meeting attended by independent non-executive

directors who have no material interest in the transaction.

Details of the attendance of directors at these Board meetings and at two other
Board committees (the Audit Committee and the Remuneration Committee)

are set out in the following table :

ERESAESENTZRNRSIERTFRES
ERA/ERFBHRE - P ROERESERRF
i WARRRKRE - ERSHAKESEERTE
MZERRARI S P A FEEAFENB L IFHT
BEEHE -

ESNESEERRSIMEESEESE (BREES
ERFMEES) WHFEFHBHRERTX

Meetings Attended/Meetings Held

HERE EERE

Audit Remuneration
Name of director Board Committee Committee
EEHA BEExg EREEE FNEEE
Executive directors HITEE
Mr.HA Chung Fong EMFRE 5/5
Mr.LAU Hong Yon MIRRSE 5/5
Mr. HA Kam On, Victor BERZRE 5/5
Dr.YEN Gordon EmERELT 5/5
Mr.WAI Yick Man BERLE 5/5 11
Non-executive directors FHITEE
Mr.HA Hon Kuen BEEfERE 5/5
Mrs.FUNG YEH Yi Hao, Yvette BEEELZ L 5/5 11
Independent non-executive directors BYHHITESE
Mr.NG Kwok Tung HEREE 5/5 3/3 11
Mr.WONG Kwong Chi EB®EEE 5/5 3/3 11
Mr. CHOW Wing Kin, BKREEE 5/5 3/3 1/1

Anthony, SBS, JP IREFAEE » AF#HET
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All directors have access to the services of the company secretary who regularly
updates the Board on governance and regulatory matters. Any director, wishing
to do so in the furtherance of his or her duties, may take independent
professional advice (through the Chairman) at the Company’s expense.The
availability of professional advice extends to the Audit Committee and the

Remuneration Committee.

Minutes of Board meetings are taken by the company secretary and, together
with any supporting documents, are available to all directors. Draft and final
versions of the minutes are sent to all directors for their comment and record

respectively.

BOARD COMMITTEES

The Board has established two committees, the Audit Committee and the
Remuneration Committee, which adhere to the principles, procedures and
arrangements set out above. Their terms of reference were approved by the
Board.The respective Committee secretary takes full minutes of the meetings
of these committees and the work of these committees is reported to the Board

regularly.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Under the Code provision A.2.1, the roles of chairman and CEO should be
separate and should not be performed by the same individual.The division of
responsibilities between the chairman and CEO should be clearly established
and set out in writing. Mr. HA Chung Fong is presently the Chairman and
Managing Director of the Company. Having considered the current business
operation and nature of the Company, the Board is of the view that Mr. HA
acting as both the roles of chairman and CEO is in the best interest of the

Company.The Board will review this situation periodically.

NON-EXECUTIVE DIRECTORS

All the existing non-executive directors, including independent non-executive
directors, were previously appointed with specific terms, and the terms were
extended for one year up to 31st August, 2009.They are subject to retirement
by rotation and re-election at the annual general meetings of the Company in

accordance with the Articles of Association of the Company (the “Articles”).
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as its own code of conduct
regarding directors’ securities transactions. Having made specific enquiry of all
directors, the Company confirms that all directors have complied with the
required standards set out in the Model Code throughout the year ended 31st

August, 2008.

REMUNERATION OF DIRECTORS

The Company has established a Remuneration Committee for the purposes of
making recommendations to the Board on the Company’s remuneration policy
and structure for directors and senior management.The terms of reference of
the Remuneration Committee have been reviewed by the Board with reference

to the Code and are posted on the Company’s website.

The Remuneration Committee presently comprises five directors, including
the three independent non-executive directors, Mrs. FUNG YEH Yi Hao, Yvette
(non-executive director) and Mr. WAI Yick Man (executive director). The

Committee is chaired by Mr. WONG Kwong Chi.

The Remuneration Committee held one meeting during the year and all the
Committee members have attended the meeting. The work of the

Remuneration Committee during the year included the following matters:

. make recommendations to the Board of the remuneration of non-
executive directors for the year ended 31st August, 2008. The
Remuneration Committee has considered factors such as salaries paid
by comparable companies, time commitment and responsibilities of the
directors,employment conditions elsewhere in the Group and desirability

of performance-based remuneration;

. review and approve remuneration and performance-based
remuneration scheme of executive directors from time to time by
reference to corporate goals and objectives resolved by the Board from

time to time; and

. ensure that no director or any of his associates is involved in deciding

his own remuneration.
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NOMINATION OF DIRECTORS

According to the Articles, the Board shall have power from time to time and
at any time to appoint any person as a director either to fill a casual vacancy
or as an addition to the Board. A director appointed by the Board is subject to
re-election by shareholders at the next following general meeting of the
Company. The nomination should be taken into consideration of the
nominee’s skills and experience appropriate for the requirements of the

Company’s business.

AUDITORS' REMUNERATION
For the year ended 31st August, 2008, the fees charged by the Company’s
auditors in respect of audit and non-audit services amounted to approximately

HK$4,850,000 and HK$ 1,304,000 respectively.

AUDIT COMMITTEE

The Company has established an Audit Committee for the purposes of
reviewing and providing supervision over the Company'’s financial reporting
process and internal controls. The terms of reference of the Audit Committee
have been reviewed by the Board with reference to the Code and are posted

on the Company’s website.

The Audit Committee presently comprises the three independent non-

executive directors of the Company and is chaired by Mr.NG Kwok Tung.

The Audit Committee held three meetings during the year and all the
Committee members have attended the meetings. The work of the Audit

Committee during the year included of the following matters:

. provide recommendation to the Board on the reappointment of the
external auditors, and to approve the audit fee and terms of engagement

of the external auditors;

review and monitor the external auditors’independence and objectivity
and the effectiveness of the audit process in accordance with applicable
standard, and discuss with the external auditors before the audit

commences, the nature and scope of the audit and reporting obligations;

. monitor integrity of financial statements, interim report and annual
report,and to review significant financial reporting judgments contained

in them;
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. review financial controls,internal controls and risk management systems;

. discuss with the management the system of internal controls and ensure
that the management has discharged its duty to have an effective internal

control system;

. ensure co-ordination between the internal and external auditors,and to
ensure that the internal audit function is adequately resourced and has
appropriate standing within the Company, and to review and monitor

the effectiveness of the internal audit function;

. review financial and accounting policies and practices; and

. review the external auditors’management letter, any material queries
raised by the auditors to management in respect of the accounting
records, financial accounts or systems of control and management'’s

response.

DIRECTORS’ AND AUDITORS’ RESPONSIBILITIES FOR
ACCOUNTS

The directors acknowledge the responsibilities for preparing the accounts of

the Company and the external auditors’ statement about their reporting

responsibilities is set out on pages 34 and 35.

INTERNAL CONTROL
The Board has kept the Company’s system of internal controls under review to
ensure its effectiveness and convened meetings regularly to discuss financial,

operational and risk management control.
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PROFILE OF DIRECTORS AND SENIOR MANAGEMENT - EEF SR EEAEHN

DIRECTORS

Mr.HA Chung Fong

Chairman and Managing Director, Founder of the Group,

Director of various subsidiaries of the Group

Chairman of the Board

Aged 70, has extensive experience in the dyeing and knitting industries. Mr. HA
is Honourary Life Chairman of Textiles and Clothing Industry Association of Kai
Ping City and Honourable Chairman of The Hong Kong General Chamber of
Textiles Limited. He has been accredited as Honourary Citizen of Dongguan
City, Kai Ping City, Enping City and Xinhui City in the PRC.In 2004, Mr.HA was
named as Honourable Professor by Xi’an University of Engineering Science &
Technology, the PRC.He also served on various trade, industrial and educational
advisory panels in Hong Kong. Mr.HA is the father of Mr.HA Hon Kuen, Mr.HA
Kam On, Victor and Ms.HA Kam Yee and is the father-in-law of Dr.YEN Gordon.

Mr.LAU Hong Yon

Executive Director, Director of various subsidiaries of the Group

Board Member

Aged 59, is responsible for the overall management and development of Ocean
Lanka (Private) Limited, a non wholly-owned subsidiary of the Company. Mr.
LAU joined the Group'’s accounting department in 1984 and was promoted to
Group Financial Controller in 1990.He was then promoted to his current position
in 1996, responsible for the Group’s financial management and general planning
before taking up his current responsibility in 2006.Mr.LAU holds a Master degree
in Business Analysis and a Bachelor of Science Degree in Economics from
Lancaster University, UK and University of Salford, UK respectively. Mr.LAU held
senior information technology and accounting positions in various companies

in Hong Kong prior to joining the Group.

Mr.HA Kam On, Victor

Executive Director, Director of various subsidiaries of the Group

Board Member

Aged 43, is responsible for the management and development of the Group's
garment business. Mr. HA joined the Group in 2002 and was promoted to his
current position in 2004.He possesses a degree in Production Engineering from
Coventry University, UK. Prior to joining the Group, Mr.HA has over 10 years of
operations and management experience in the garment trading and

manufacturing industry. Mr.HA is the son of Mr. HA Chung Fong.
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Dr.YEN Gordon

Executive Director, Director of various subsidiaries of the Group

Board Member

Aged 38, is responsible for business development and corporate planning of
the Group. He is also responsible for managing several subsidiaries and
corporate functions departments of the Group. Dr.YEN joined the Group in
1999 as the Assistant to Chairman and was promoted to his current position in
2004.He serves as a Member of the Henan Province Committee of the Chinese
People’s Political Consultative Conference of the People’s Republic of China.He
is also the Chairman of The Hong Kong Association of Textile Bleachers, Dyers,
Printers and Finishers; an Executive Vice Chairman of The Hong Kong General
Chamber of Textiles; a Vice Chairman of Textile Council of Hong Kong; a Vice
Director General of China Knitting Industry Association; a Director of The Hong
Kong Research Institute of Textiles and Apparel Limited; a Director of GS1 HK
Limited; a Director of the Hong Kong Chiu Chow Chamber of Commerce; a
General Committee member of the Chamber of Hong Kong Listed Companies
and an Honorary Advisor of The Vocational Training Council. Dr. YEN also serves
as an Independent Non-executive Director of Hopewell Highway Infrastructure
Limited, a Hong Kong listed company. He holds a Bachelor degree in
Manufacturing Engineering from Boston University, USA; a Master degree in
Business Administration from McGill University, Canada and a Doctorate degree
in Business Administration from The Hong Kong Polytechnic University. Prior
to joining the Group, Dr. YEN has extensive experience in the infrastructure
sector.Dr.YEN is the son-in-law of Mr.HA Chung Fong and is the spouse of Ms.
HA Kam Yee.

Mr.WAI Yick Man

Executive Director, Director of various subsidiaries of the Group

Board Member, Member of Remuneration Committee

Aged 52, is responsible for the general administration and financial
management of the Group. He joined the Group in 1996 as an Independent
Non-executive Director and was appointed as the Assistant to Chairman in 1998,
responsible for the general administration and financial management of the
Group's PRC dyeing and knitting factories. Mr. WAI was then promoted to his
current position in 2006.He holds a Bachelor degree in Business Administration
from California State University, USA. Prior to joining the Group, Mr. WAI has

over 10 years extensive experience in the investment banking industry.
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Mr.HA Hon Kuen

Non-executive Director, Director of two subsidiaries of the Group

Board Member

Aged 44, joined the Group in 1993 and joined the Group’s Board in 1996 as a
Non-executive Director. Prior to joining the Group, Mr. HA had several years’
working experience in the securities and finance field. He holds a Bachelor
degree in Science from the University College of Swansea, UK. Mr.HA is the son

of Mr.HA Chung Fong.

Mrs.FUNG YEH Yi Hao, Yvette

Non-executive Director

Board Member, Member of Remuneration Committee

Aged 47, joined the Group's Board in 2000 as a Non-executive Director. Mrs.
FUNG is a Director of Hsin Chong International Holdings Ltd. She also serves as
an Independent Non-executive Director of Hong Kong Catering Management
Limited and Tai Ping Carpets International Limited, both of them are listed
company in Hong Kong. From September 2003 to September 2008, she was
the Deputy Chairman and Executive Director of Synergis Holdings Limited, a
Hong Kong listed company.She holds a B.A.Degree in Psychology from Stanford
University, USA, a M.B.A.from University of California, Los Angeles, USA and a
J.D.from Stanford Law School, USA. Mrs.FUNG has over 10 years experience in
legal practice in both international law firms and corporations.She is a Member
of the Court of The Hong Kong University of Science and Technology,a Member
of the Board of Managers at Hong Kong International School, and a Council

Member of the Hong Kong Society for the Deaf.

Mr.NG Kwok Tung

Independent Non-executive Director

Board Member, Chairman of Audit Committee,

Member of Remuneration Committee

Aged 58, joined the Group’s Board in 1993 as an Independent Non-executive
Director.Mr.NG is a practising accountant and also sits on the boards of several
Hong Kong listed companies. He holds a Bachelor of Commerce Degree and a
Licentiate in Accountancy from McGill University, Canada and a Diploma in
Chinese Law from the University of East Asia, Macao. Mr.NG is a Member of
Hong Kong Institute of Certified Public Accountants, Institute of Chartered
Accountants of British Columbia, Order of Chartered Accountants of Quebec,
The Canadian Institute of Chartered Accountants, The Taxation Institute of Hong
Kong, The Society of Chinese Accountants and Auditors and the Society of

Registered Financial Planners.
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Mr.WONG Kwong Chi

Independent Non-executive Director

Board Member, Member of Audit Committee,

Chairman of Remuneration Committee

Aged 57, joined the Group’s Board in 1998 as an Independent Non-executive
Director. Mr.WONG is the Managing Partner of Asian Global Capital and also
sits on the boards of several Hong Kong listed companies. He has extensive
experience in the capital investment market. Mr. WONG holds a Bachelor degree
in Science and a Master degree in Business Administration from The Chinese
University of Hong Kong. Mr. WONG served as the Chairman of Hong Kong
Venture Capital And Private Equity Association, the Vice Chairman of The Hong
Kong Electronic Industries Association and the Vice President of Hong Kong
Auto Parts Industry Association. He is also a Member of Hong Kong Young
Industrialists Council and the Honorary Treasurer of Hong Kong Critical

Components Manufacturers Association.

Mr.CHOW Wing Kin, Anthony, SBS, JP

Independent Non-executive Director

Board Member, Member of Audit Committee,

Member of Remuneration Committee

Aged 58, joined the Group’s Board in 2004 as an Independent Non-executive
Director.Mr.CHOW has been practicing as a solicitor in Hong Kong for the past
28 years and is a partner in the law firm, Peter C.Wong, Chow & Chow. He also
sits on the boards of two other Hong Kong listed companies as well as the
board of The Link Management Limited which manages The Link Real Estate
Investment Trust. Mr. CHOW is the Chairman of the Process Review Panel for
the Securities and Futures Commission, a member of Personal Data (Privacy)
Advisory Committee and a Council Member of The Hong Kong Institute of
Education.He is also a Member of National Committee of the Chinese People’s
Political Consultative Conference and a Member of the Board of Stewards of

The Hong Kong Jockey Club.
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SENIOR MANAGEMENT

Mr.YIM To Hung

Director and General Manager of the Group’s PRC dyeing and knitting factories,
Director of various subsidiaries of the Group

Aged 45, joined the Group in 1982 and since then, he has dedicated his entire
career in the textile production and management. Mr.YIM is responsible for
the overall production management of our PRC dyeing and knitting factories.
He has over 25 years of solid experience in the operations and management of

textiles mills in which over 15 years’ experience from the PRC.

Mr. CHAN Yuk Yin

Director and General Manager of the Group’s Sales Department,

Director of various subsidiaries of the Group

Aged 45, joined the Group in 1990.Between 1990 and 1997, Mr. CHAN served
in the Group's sales department and was promoted to his current position in
1997.Mr.CHAN is responsible for the management of the Group’s global sales
and marketing activities for dyed fabrics and dyed yarns.He has over 20 years’
experience in the textile industry and holds a Higher Diploma in Textile

Technology from the Hong Kong Polytechnic.

Ms.HA Kam Yee

Sourcing Director of the Group’s Sourcing Department

Aged 38, joined the Group in 1994 and became the head of the Group’s Sourcing
Department since 2002.Ms.HA is responsible for the Group’s material sourcing.
She holds a Bachelor degree of Science in Computer Science from the University
of British Columbia, Canada. Prior to joining the Group, Ms.HA has experience
in the information technology field. Ms. HA is the daughter of Mr. HA Chung
Fong and is the spouse of Dr.YEN Gordon.
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The directors present their annual report and the audited consolidated financial

statements for the year ended 31st August, 2008.

PRINCIPAL ACTIVITIES
The Company acts as an investment holding company.The principal activities
of its principal subsidiaries are set out in note 17 to the consolidated financial

statements.

RESULTS AND APPROPRIATIONS
The results of the Group and appropriations of the Company for the year ended
31st August, 2008 are set out in the consolidated income statement on page

36 and in the accompanying notes to the consolidated financial statements.

An interim dividend of HK1.0 cent per share amounting to HK$7,940,000 was
paid during the year.The directors do not recommend the payment of a final

dividend.

INVESTMENT PROPERTIES
Details of movements in the investment properties of the Group during the
year are set out in note 13 to the consolidated financial statements. Particulars

of the Group's investment properties are set out on page 33.

PROPERTY, PLANT AND EQUIPMENT
During the year, the Group had additions of HK$176,422,000 and
HK$322,579,000 to plant and machinery and construction in progress,

respectively, to expand and upgrade the Group’s manufacturing facilities.

Details of these and other movements in the property, plant and equipment of
the Group and of the Company during the year are set out in note 14 to the

consolidated financial statements.

SHARE CAPITAL
Details of movements in the share capital during the year are set out in note 30

to the consolidated financial statements.
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DISTRIBUTABLE RESERVES OF THE COMPANY

The Company'’s reserve available for distribution to shareholders as at 31st
August, 2008 comprised the retained profits of HK$529,624,000 (2007:
HK$544,115,000).

DIRECTORS
The directors of the Company during the year and up to the date of this report

were:
Executive directors:

Mr.HA Chung Fong (Chairman)
Mr.LAU Hong Yon

Mr.HA Kam On, Victor

Dr.YEN Gordon

Mr.WAI Yick Man

Non-executive directors:

Mr.HA Hon Kuen
Mrs.FUNG YEH Yi Hao, Yvette

Independent non-executive directors:

Mr.NG Kwok Tung
Mr.WONG Kwong Chi
Mr.CHOW Wing Kin, Anthony, SBS, JP

Pursuant to Article 102 of the Company’s Articles of Association, Mr.LAU Hong
Yon, Mrs.FUNG YEH Yi Hao, Yvette and Mr.HA Hon Kuen shall retire by rotation
at the forthcoming annual general meeting ("AGM"). All retiring directors, being

eligible, offer themselves for re-election.

No director proposed for re-election at the forthcoming AGM has a service
contract which is not determinable by the Group within one year without

payment of compensation other than statutory compensation.
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DIRECTORS’ INTERESTS IN SECURITIES

At 31st August, 2008, the interests of the directors of the Company and their
associates in the shares and underlying shares of the Company and its
associated corporations,as recorded in the register maintained by the Company
pursuant to Section 352 of the Securities and Futures Ordinance (“SFO”), or as
otherwise notified to the Company and The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) contained in the
Rules Governing the Listing of Securities on the Stock Exchange (the “Listing

Rules”), were as follows:

Long positions in shares and underlying shares of the Company:

B
ZNENAZ+—H » RERDRIRFBS KB
BIRPIE3521FRE 2 AR HSIZ EHR AR L

MAREBETES RS BRI (EEFAID) A
BAARNBDREA2ER  NOAREESRHBE

%Hmat

AR RIS AR 2 R RAABR R
T

RARBRDRAERGNVFEER :

Approximate

Number of shares held as % of
EERHEE the issued
Beneficial Other share capital
Name of director owner interests Total KB ETT
E=48 EXBEEA Hitkg s B [N 2
Mr.HA Chung Fong 42,084,000 280,082,044 322,166,044 40.57
BEMFERE (note)
(Ffat)
Mr.HA Kam On, Victor 798,000 — 798,000 0.10
ERZRE
Mr.LAU Hong Yon 280,000 — 280,000 0.04
WEESE
Mrs.FUNG YEH Yi Hao, Yvette 70,000 — 70,000 0.01
BEERS LT
Note: Bz -

Mr.HA Chung Fong was deemed to be interested in 280,082,044 shares in the Company
by virtue of the set up of a discretionary trust, the Ha Trust, for the benefit of his family and
Trustcorp Limited (“Trustcorp”) is the trustee of the Ha Trust.Trustcorp is the wholly-owned

subsidiary of Newcorp Holdings Limited (“Newcorp”).

Other than as disclosed above, none of the directors of the Company nor their
associates had any interests or short positions in any shares and underlying
shares of the Company or any of its associated corporations, which were
recorded in the register as required to be kept by the Company under Section
352 of the SFO or as otherwise notified to the Company and the Stock Exchange

pursuant to the Model Code.

HREMNFT RERERKRNER L —EEEEthe Ha
Trust » E UL E(EHEE 280,082,044 40 7 R D A o
Trustcorp Limited ([Trustcorp.|) Zthe Ha Trust ZZFEA ©
TrustcorpZNewcorp Holdings Limited (Newcorp ) Z 2 & [
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SHARE OPTIONS

Particulars of the Company’s share option scheme are set out in note 31 to the

consolidated financial statements.

No share option has been granted to or exercised by the directors of the

Company during the year.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBT SECURITIES

Save as disclosed above, at no time during the year was the Company or any of
its subsidiaries a party to any arrangements to enable the directors of the
Company to acquire benefits by means of the acquisition of shares in or debt
securities, including debentures, of the Company or any other body corporate
and none of the directors nor any of their spouses or children under the age of
18 had any rights to subscribe for the securities of the Company, or had exercised

any such rights during the year.

DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE
AND CONNECTED TRANSACTIONS

No contracts of significance, to which the Company or any of its subsidiaries

was a party and in which a director of the Company had a material interest,

whether directly or indirectly, subsisted at the end of the year or at any time

during the year.

PURCHASE, SALE AND REDEMPTION OF THE COMPANY’S
LISTED SECURITIES
During the year, neither the Company nor any of its subsidiaries purchased,

sold or redeemed any of the Company’s listed securities.
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SUBSTANTIAL SHAREHOLDERS' AND OTHER
SHAREHOLDERS' INTERESTS

At 31st August, 2008, the register of substantial shareholders maintained by

the Company pursuant to Section 336 of the SFO shows that other than the

interests disclosed above in respect of certain directors, the following

FERRREMBRRES

REZZENFENA=ZT—H  RERARDERESFREY
ERGIE3BFARENTERREMAT » R
BOESCRE2 BRI  UTRRCBENADFH
BAEANTRCBRITRANARER

shareholders had notified the Company of relevant interests in the issued share

capital of the Company.

Long positions in shares and underlying shares of the Company:

RARBRDRAERGNVFEER :

Approximate %

of the issued

share capital

Name of substantial shareholder Number of shares Capacity KL BT
FTERRER R EE 54 BRAS L 2R
Ms.TANG Kuen Mui 322,166,044 Spouse interest 40.57
ik Zz = (notes 1and 3) BiEER
(Bfat1%23)
Newcorp 282,014,044 Interest of corporation controlled 3552
(notes 2 and 3) PSR EE R
(MfE2}23)
Templeton Investment Counsel, LLC 50,030,566 Investment manager 6.30
REKE
Brandes Investment Partners, L.P. 152,341,000 Investment manager 19.19
REZKE
The Bank of New York Mellon Corporation 60,253,900 Interest of corporation controlled 7.59
(note 4) FRizHIREE R R
(Ffz£4)
Franklin Templeton Investments Corp. 77,465,989 Investment manager 9.76

REKE
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Notes:

1. Ms.TANG Kuen Mui, spouse of Mr.HA Chung Fong, was deemed to be interested in
the shares.

2. Newcorp is the ultimate controlling shareholder of Trustcorp and Trustcorp is the

trustee of the Ha Trust, a discretionary trust set up by Mr.HA Chung Fong for the

benefit of his family.

3. The interests of Mr. HA Chung Fong, Ms. TANG Kuen Mui and Newcorp were
duplicated.

4, The 60,253,900 shares included a lending pool of 44,971,900 shares.

Other than as disclosed above, the Company has not been notified of any other
relevant interests or short position in the issued share capital of the Company

as at 31st August, 2008.

MAJOR CUSTOMERS AND SUPPLIERS
The aggregate turnover attributable to the Group’s five largest customers was

less than 30.0% of the total turnover for the year.

The aggregate purchases attributable to the Group’s largest supplier and five
largest suppliers taken together accounted for approximately, 16.4% and 31.7%,

respectively.

At no time during the year did a director, an associate of a director or a
shareholder of the Company have an interest in any of the Group's five largest

suppliers or customers.

DONATIONS
During the year, the Group made charitable and other donations totalling

HK$752,000.

SUFFICIENCY OF PUBLIC FLOAT
From information publicly available to the Company and within the knowledge
of the directors of the Company, the Company has maintained a sufficient public

float throughout the year ended 31st August, 2008.
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AUDITOR

A resolution will be submitted to the forthcoming AGM to re-appoint Messrs.

Deloitte Touche Tohmatsu as auditor of the Company.

On behalf of the Board

HA Chung Fong

Director

Hong Kong,
12th December, 2008
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PARTICULARS OF INVESTMENT PROPERTIES « I & W) %515

Particulars of investment properties held by the Group at 31st August, 2008 are as follows:

REZBZENFNAZ+—H  AEBEREVENFEOT ¢

The Group’s

Location Lease terms Use effective interest
REE

o B HEFH A BN
Factory 1A&C, 2A&B, 4C&D, 6A&B,7B-D, 8A-D, Medium-term lease Warehouse and workshop 100%

9A-D, 10B-D, 11A,12A&C and
portion of roof, car parking spaces
15,18, 20, 21,23, 25,26,27,28,29,30,31&32,
lorry parking spaces 4,6,7 & 17

of Block No.9 Tin’s Centre

3B Hung Cheung Road

Section A of TM.T.L.74

Tuen Mun, New Territories

Hong Kong

BB AEPIHER745RAR
HAE R 3B FH EC /L SR O
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INDEPENDENT AUDITOR'S REPORT - ¥ M & H Bl R &

Deloitte.
9]

TO THE SHAREHOLDERS OF FOUNTAIN SET (HOLDINGS) LIMITED

(incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of Fountain Set
(Holdings) Limited (the “Company”) and its subsidiaries (collectively referred
to as the“Group”) set out on pages 36 to 132, which comprise the consolidated
and Company balance sheets as at 31st August, 2008, and the consolidated
income statement, the consolidated statement of changes in equity and the
consolidated cash flow statement for the year then ended, and a summary of

significant accounting policies and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation and the true
and fair presentation of these consolidated financial statements in accordance
with Hong Kong Financial Reporting Standards issued by the Hong Kong
Institute of Certified Public Accountants and the Hong Kong Companies
Ordinance. This responsibility includes designing, implementing and
maintaining internal control relevant to the preparation and the true and fair
presentation of the consolidated financial statements that are free from material
misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in

the circumstances.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to report our opinion solely to you, as a
body, in accordance with section 141 of the Hong Kong Companies Ordinance
and for no other purpose.We do not assume responsibility towards or accept
liability to any other person for the contents of this report. We conducted our
audit in accordance with Hong Kong Standards on Auditing issued by the Hong
Kong Institute of Certified Public Accountants.Those standards require that
we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance as to whether the consolidated financial statements are

free from material misstatement.
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INDEPENDENT AUDITOR’S REPORT - & M #Z E BT &

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the consolidated financial statements. The
procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error.In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and
true and fair presentation of the consolidated financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by the
directors, as well as evaluating the overall presentation of the consolidated

financial statements.

We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and fair view
of the state of affairs of the Company and of the Group as at 31st August, 2008
and of the Group’s loss and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards and have been properly

prepared in accordance with the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu

Certified Public Accountants

Hong Kong
12th December, 2008
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CONSOLIDATED INCOME STATEMENT - # & Uk %5 BR

For the year ended 31st August, 2008
BE—ZELEN\FNA=FT—HILFE

2008 2007
Notes HKS'000 HKS'000
Bt FET FEx
Revenue EXERE 5 6,103,045 7,022,991
Cost of sales SHER A (5,169,704) (5,784,001)
933,341 1,238,990
Other income HAKA 71,341 118,359
Reversal of impairment loss on H[EIE HI RS
amounts due from jointly controlled entities PR FRIE AR ER K 18 21,907 540
Distribution and selling expenses DIERHEER (359,929) (362,424)
Administrative expenses THEA (702,595) (641,848)
Other expenses Hith&E A (22,654) (27,037)
Finance costs & R 6 (83,780) (98,030)
Impairment losses on property, plant and YIZ - MBS R R BIRIE
equipment Bk 8,14 (150,449) —
Employee termination benefits HKIHEEWEAZ L 8,25 (54,270) —
Relocation cost of plant and equipment MBS R SR B VB AR 8,25 (2,130) —
(Loss) profit before taxation BRBiAT (B518) BR) (349,218) 228,550
Income tax charge Bk 7 (9,179) (16,240)
(Loss) profit for the year =FE (518) 2F| 9 (358,397) 212,310
Attributable to: FEAL
Equity holders of the Company RABERIFEA (396,451) 167,481
Minority interests DER RS 38,054 44,829
(358,397) 212,310
Dividends paid ENKRE 11 39,700 83,371
Basic (loss) earnings per share FREXR (&18) B F 12 (HK49.9 centsi&flll) HK21.1 centsi& 1l
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CONSOLIDATED BALANCE SHEET - S EEERE X

At 31st August, 2008
R=-ZFEZENENA=+—H

—BENEEH 757

2008 2007
Notes HKS'000 HK$'000
Kzt FET FET
Non-current assets FEREBEE
Investment properties REYHE 13 12,680 11,634
Property, plant and equipment Y - HEEREE 14 2,152,310 2,247,306
Prepaid lease payments — non-current portion FENEERIE - EREIH 15 146,588 72,606
Interests in jointly controlled entities FE(R H EE S EE S 18 — —
Derivative financial instruments THESRIA 28 7,175 —
Deferred tax assets EERIEEE 29 18,885 15,889
2,337,638 2,347,435
Current assets RBEE
Inventories r&E 19 1,465,681 1,822,633
Prepaid lease payments — current portion FEEERIE — RENEHD 15 3,237 1,905
Trade and other receivables &R HAMEWRIE 20 1,205,659 1,654,461
Amounts due from jointly controlled entities Ht[E = IS P R TR IE 18 — 12,429
Derivative financial instruments fTEESMIA 28 15,876 12,272
Tax recoverable B EE TRz 31,404 8,219
Bank deposits with restricted use BIRFIAENBRITER 21 4,698 2,485
Short-term bank deposits SEERITER 21 394,092 443,735
Bank balances and cash RITEEFERES 21 286,708 345,065
3,407,355 4,303,204
Assets classified as held for sale PERAFFHENEE 8 255,222 —
3,662,577 4,303,204
Current liabilities mENEE
Trade and other payables EEREMENSRIE 22 657,657 781,097
Bills payable ESEE 22 162,703 499,530
Amounts due to minority shareholders ROERRIE 23 76,214 40,050
Deferred income IEFEWA 24 1,458 —
Derivative financial instruments TTESRMT A 28 9,921 496
Tax payable FE(SFiIE 17,333 50,981
Restructuring provisions BHERE 25 11,695 —
Bank borrowings — due within one year RITEE ——FREIH 26 547,763 406,318
Bank overdrafts RITEX 26 4,086 2,561
Obligations under finance leases B TH & RS BRFR
— due within one year ——FREH 27 — 439
1,488,830 1,781,472
Net current assets RBEEFE 2,173,747 2,521,732
Total assets less current liabilities EERBERRBEE 4,511,385 4,869,167
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CONSOLIDATED BALANCE SHEET - S8 EE &

At 31st August, 2008
R-ZFEENFNA=+—H

2008 2007
Notes HK$’000 HK$’000
Bt FET FET
Non-current liabilities FEREBEE
Deferred income IR A 24 71,454 —
Derivative financial instruments TEEMIA 28 2,309 —
Bank borrowings - due after one year RITEE ——FREH 26 1,732,084 1,776,823
Deferred tax liabilities IEEFIEAE 29 6,344 7,888
1,812,191 1,784,711
Net assets EEFE 2,699,194 3,084,456
Capital and reserves EXRf#E
Share capital [} &N 30 158,802 158,802
Reserves i@ 2,289,353 2,706,858
Equity attributable to equity holders AN vIE=EER AENL
of the Company = 2,448,155 2,865,660
Minority interests DY RER 251,039 218,796
Total equity ERAE 2,699,194 3,084,456
The consolidated financial statements on pages 36 to 132 were approved and F36R1NEMNSREMBERERENR—ZZNF T4
authorised for issue by the Board of Directors on 12th December, 2008 and are THRESSEBRERK LR TIESARK
signed on its behalf by: #5F o
HA Chung Fong WAI Yick Man
ERF HER
Director Director

EE EE
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BALANCE SHEET - EE B E X
At 31st August, 2008
R-ZEZENFNA=1+—H
2008 2007
Notes HKS’000 HKS’000
BtaE FET FET
Non-current assets EREBEE
Property, plant and equipment Y - HEEREE 14 6,214 7,231
Investments in subsidiaries MDA T RE 17 33,856 33,856
Derivative financial instruments TTESRMT A 28 7,175 =
47,245 41,087
Current assets RBEE
Other receivables H b FE W FRIE 1,566 2,155
Amounts due from subsidiaries F/B A B TR FRIE 17 2,989,478 2,602,204
Derivative financial instruments TTESmI A 28 15,876 3,145
Tax recoverable ] U BB 18 314 314
Short-term bank deposits SEHERITER 21 50,714 93,515
Bank balances and cash RITEERERS 21 4,541 4338
3,062,489 2,705,671
Current liabilities MiEI=NE
Other payables Hib {78 12,117 11,855
Derivative financial instruments fTESmIA 28 — 496
Amounts due to subsidiaries PN PNGI R 17 350,109 74,930
Bank borrowings - due within one year RITEE - —FRZIH 26 277,355 132,107
639,581 219,388
Net current assets RBEEFE 2,422,908 2,486,283
Total assets less current liabilities EEABRARBEE 2,470,153 2,527,370
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BALANCE SHEET - EE B &R

At 31st August, 2008
R-ZFEENFNA=+—H

2008 2007
Notes HKS'000 HKS'000
Hiat FET FET
Non-current liabilities ERBERE
Derivative financial instruments TTEESMIA 28 2,309 —
Bank borrowings — due after one year RATIEE — —FERFIH 26 1,582,084 1,626,823
Deferred tax liabilities BEEHRIEEE 29 — 296
1,584,393 1,627,119
Net assets EEFE 885,760 900,251
Capital and reserves B #E
Share capital %N 30 158,802 158,802
Reserves i 32 726,958 741,449
Total equity ERAE 885,760 900,251
HA Chung Fong WAI Yick Man
BENFE BHRER
Director Director
EFE EFE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY -

EREZEEREK

n. \
For the year ended 31st August, 2008
BE—ZEZENF/\A=1+—HILFE
Attributable to equity holders of the Company
ARFRGNEAER
Capital
Share Share  redemption Translation Statutory Retained Minority Total
capital premium reserve reserve reserves profits Total interests equity
&x SHRR
R Ri&E el Bkt e REER & 3 B
HKS000 HKS000 HKS'000 HKS000 HKS000 HKS000 HKS000 HKS'000 HKS000
T Tin T TEn T T TEn T T
(note)
(Hr)
At 15t September, 2006 RZFEARE
hB-H 158,802 197,124 210 (47319) 18,000 2471498 2798315 201,335 2,999,650
Exchange differences arising on ERERENEIN
translation of foreign operations BNEBERER
recognised directly in equity - - - (16,765 ) - - (16,765 ) (12,005) (28770)
Profitfor the year REEEA - - = = = 167481 167481 44829 212310
Total recognised income and REERHBA
expense for the year RxtEE - = = (16,765 ) = 167481 150716 30824 183,540
Dividends paid to equity holders BAREFALE
ofthe Company BEHEA - - = = = (83371) (83371) = (83371)
Dividends paid to minority ERREFHERR
shareholders - - - - - - - (15363) (15363)
At 15t September, 2007 RBBLE
AA-B 158,802 197,124 210 (64,084) 18,000 2,555,608 2,865,660 218,79 3,084,456
Exchange differences arising on EREREAEIN
translation of foreign operations SNEBEIES
recognised directly in equity - - - 18,646 - - 18,646 11,081 29727
(Loss) profit for the year 2EE (BB ER - - - - = (396,451) (396451) 38,054 (358397)
Total recognised income and REEREANBA
expense for the year R ti&E - - - 18,646 - (396,451) (377,805) 49135 (328670)
Dividends paid to equity holders EHREFALR
ofthe Company BaEAA - - - - - (39,700) (39,700) - (39,700)
Dividends paid to minority ERREFHERR
shareholders - - - - - - - (16892) (16892)
Transfer EoL - - - - 19,785 (19,785 ) = = =
At31st August, 2008 RZBENE
NB=1-H 158,802 197,124 210 (45438) 37,785 2099672 2,448,155 251,039 2,699,194
Note: Wit

The statutory reserves represent the appropriation of certain percentages of profit after taxation
of certain subsidiaries in the People’s Republic of China (the “PRC") as recommended by the
directors of those subsidiaries as reported under the PRC statutory financial statements.
According to the provision of the articles of association of the subsidiaries, the statutory reserves f5RFX -

shall only be used for making up losses, capitalisation into share capital, expansion of the

relevant subsidiary’s operation and for the welfare of the subsidiary’s staff and workers.

EEREEETEPEARKNE (TFE) HNEARNE
BRPEEEMEHRRNERBREZEZE

LERNBEBABENTE - RENBL AKTEMAN
EERBETAREEERE - BRRE - BAEN
BRAANEBRHWEARE TR TAMEF -

MEARET
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CONSOLIDATED CASH FLOW STATEMENT « R8I & REHME

For the year ended 31st August, 2008
BE—ZELEN\FNA=FT—HILFE

2008 2007
HK$’000 HK$000
FET FET
OPERATING ACTIVITIES ZIEIEE
(Loss) profit before taxation BRELAT (B518) A (349,218) 228,550
Adjustments for: TR
Depreciation of property, plant and equipment U - MBERZENINE 249,340 248,705
Impairment losses on property, plant and Y% - HESR R BHIRE
equipment Bk 150,449 —
Finance costs BB AR 83,780 98,030
Impairment on trade receivables, net EERWRIERE - FE 32,879 11,348
Loss on disposal of property, plant and equipment HEYZE - HESRBIENEE 2,157 2,753
Release of prepaid lease payments FENHERIEZE L 1,941 1,769
Depreciation of investment properties REVENITE 435 387
Reversal of impairment loss on H[F 422 A T K FRIE Y
amounts due from jointly controlled entities WEBKEE (21,907) (540)
Interest income FEWA (12,348) (23,611)
Gain on disposal of jointly controlled entities HEHEERKEMERE (10,865) —
Gain on disposal of a subsidiary HE— BB ARMERE (224) =
Operating cash flows before movements MENE & E) IR
in working capital HERE 126,419 567,391
Decrease (increase) in inventories BFENRA () 356,952 (247,247)
Decrease (increase) in trade and other receivables &R H M EBGIER RS (18 50) 419,076 (99,050)
Decrease (increase) in derivative financial instruments T4 £ B8 T B/ 4 (2 h0) 955 (12,949)
(Decrease) increase in trade and other payables SR H A ENAFIER (R4 1N (123,324) 128,229
(Decrease) increase in bills payable FERERIEH (R 150 (336,827) 332,814
Increase in restructuring provisions BARBEILM 11,695 —
Net cash generated from operations EEMENESEE 454,946 669,188
Hong Kong Profits Tax paid ERNEEFIEH (71,321) (10,379)
Overseas taxation refunded (paid) BINHIEERRE (B 810 (8,560)
NET CASH FROM OPERATING ACTIVITIES BEEE SR EFE 384,435 650,249




CONSOLIDATED CASH FLOW STATEMENT « #2 8 IR &

For the year ended 31st August, 2008
BE—EENEFNA=T—HIFE

T )\FER @

2008 2007
Notes HKS'000 HK$’000
Kzt FET FET
INVESTING ACTIVITIES REER
Purchases of property, plant and equipment BEYE  HERER (556,044) (345,651)
Additions of prepaid lease payments B FEERERIE M (78,710) (4,422)
(Increase) decrease in bank deposits B BRHI FAEIRITIER
with restricted use 9 (5 m) mL (2,213) 1,494
Government grants received 2 U R R 24 72,912 —
Repayment from jointly controlled entities H[EE B EEN IR 34,336 1,280
Proceeds from disposal of property, plant and HEME - HEBR
equipment RIBPSRIE 12,324 10,808
Interest received 2URIE 12,316 23,605
Proceeds from disposal of jointly controlled entities %€ E ¥R & #4E FriSFE 10,865 —
Proceeds from disposal of a subsidiary HE— BB AR EHIE 39 910 —
Acquisition of a subsidiary W iE — R ES A Al 38 — (34,771)
NET CASH USED IN INVESTING ACTIVITIES REERMANRSFE (493,304) (347,657)
FINANCING ACTIVITIES MEIEE
New borrowings raised FESNIRITEE 1,813,737 757,192
Advance from minority shareholders DERRNBTK 36,164 26,700
Repayment of bank borrowings BERITEE (1,717,320) (747,624)
Interest paid 2NFE (87,611) (105,325)
Dividends paid to equity holders of the Company ERREFARARESEFEA (39,700) (83,371)
Dividends paid to minority shareholders ENREFLHRE (16,892) (15,363)
Repayment of obligations under finance leases EENFHE SRR (439) (5,050)
NET CASH USED IN FINANCING ACTIVITIES MEEEFANRESFE (12,061) (172,841)
NET (DECREASE) INCREASE IN CASH AND RERZERBETHBH
CASH EQUIVALENTS (R D) 0B (120,930) 129,751
CASH AND CASH EQUIVALENTS AT AR FERGBRNRESR
BEGINNING OF THE YEAR SRR EEE 786,239 656,296
EFFECT OF FOREIGN EXCHANGE RATE CHANGES EXRSBNTE 11,405 192
CASH AND CASH EQUIVALENTS AT END OF THEYEAR ~ RAEFERLERHNRER
ZRREER 676,714 786,239
ANALYSIS OF THE BALANCES OF CASH AND Iﬁé& HIE@EE w17
CASH EQUIVALENTS k%)
Being: (=
Short-term bank deposits RHIRITER 394,092 443,735
Bank balances and cash RITEFERES 286,708 345,065
Bank overdrafts RITEX (4,086) (2,561)
676,714 786,239
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - 424 B & R R KT 5T

For the year ended 31st August, 2008
[ E—EENFNA=F—HILFE

1. General

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 principal place of business

of the Company are disclosed in the Corporate Information to the annual report.

The consolidated financial statements are presented in Hong Kong dollar

(“HKS"), which is also the functional currency of the Company.

The Company acts as an investment holding company.The principal activities

of its principal subsidiaries are set out in note 17.

2. Application of New and Revised Hong Kong Financial
Reporting Standards

In the current year, the Group has applied, for the first time, the following new

or amended standards and interpretations (the “new HKFRSs") issued by the

Hong Kong Institute of Certified Public Accountants (“HKICPA”), which are

effective for the Group’s financial year beginning on 1st September, 2007.

1. &N
AATBEEBEMA I ARER A DHERHH
EBBAXSFFERAT (B L - RATM
SMMEE R B S BN AERA TERR
WE o

REMBI|RIILUET (DB 2% - BRITR/ALD
BIZHREEHS o

AARN-BREZRAT - HEEWBAANEE
SR MPINHIEEI75 o

2. FEAFR RAERT BB M55 R 3R 2E R

RAFE  AKECEAEATESTHIAE (B8
SEHERAE ) AT ZHRT S E LRI R 2288 (T
ERUBRREL]) YN AEBVHRFE—ZEL
FNA—BRBEER

HKAS 1 (Amendment)
HRETTERE R (BIE)

HKAS 39 & HKFRS 7 (Amendments)
BRETELEMER
BB R RERE7E (EIE)

HKFRS 7
BBMHRRERE7IF

HK(IFRIC) - INT 10
B8 ERMERRRBESSE) —2BE 0%

HK(IFRIC) - INT 11
B8 ERMERRRBEESE) -2BE X

Capital Disclosures

PRAH 5=

Reclassification of Financial Assets

ERMEENEH IR

Financial Instruments: Disclosures
SRTHE:HE

Interim Financial Reporting and Impairment

AR R R R

HKFRS 2 — Group and Treasury Share Transactions
FRUBRBEARUR - KEREFRORS
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -« #r& B 7% 3R & i =%

For the year ended 31st August, 2008
BE—EENEFNA=T—HIFE

2. Application of New and Revised Hong Kong Financial
Reporting Standards (Continued)

The Group has applied the disclosure requirements under HKAS 1 (Amendment)

and HKFRS 7 retrospectively. Certain information presented in the prior year

under the requirements of HKAS 32 has been removed and the relevant

comparative information based on the requirements of HKAS 1 (Amendment)

and HKFRS 7 has been presented for the first time in the current year.

Other than the above, the adoption of the new HKFRSs has had no material
effect on how the results and financial position for the current or prior
accounting years have been prepared and presented. Accordingly, no prior year

adjustment has been required.

The Group has not early applied the following new, amended or revised

2. BRI RIEET & B M F AR AR
()

FEBOEYEATBETDERE E (BE) RES

B R RV ERE - B AT ERIEE

BEEERIEELTINE T ENTEMR - RS

EREIEAE R (BTE) REBHIEHRERIE7

RERBOEBLRANERRFEEREY] -

BR ESCPriE 25 - R E R R e R A
FHEERBES FENFERIBIRRNERR 2
BAXUBEAHE - Bt - BARBEIFEFLS
% o

B HRER B A AT © SRAR B s RAEXBIFET

standards and interpretations that have been issued but are not yet effective.

HKFRSs (Amendment)
BRI RRER (B1E)

HKAS 1 (Revised)
EREEERE R (IBF])

HKAS 23 (Revised)
BREEERIE 23R (1BF])

HKAS 27 (Revised)
EBETHER 271K (&)

HKAS 32 & 1 (Amendments)
BEETERE2ERE R (EIE)

HKAS 39 (Amendment)
BERETEERSE39(% (IBIE)

HKFRS 1 & HKAS 27 (Amendments)
BRERREANFER
BEG TR 2715 (B 1E)

HKFRS 2 (Amendment)
BB EERIRERFE 2R (BLE)

EERBFTHERI R 2 o

Improvements to HKFRSs'

=8 U R R 2E R AV G

Presentation of Financial Statements?

I MRAZ 5

Borrowing Costs?
BEMA?
Consolidated and Separate Financial Statements?

RE RAER BB HRES

Puttable Financial Instruments and Obligations Arising on Liquidation?
ARt ER T ARBREELNEE

Eligible Hedged Items®
BRI PIEE?

Cost of an Investment in a Subsidiary, Jointly Controlled Entity or Associate?

REDTE - HEHEFBBRBE D RNRENA?

Vesting Conditions and Cancellations?

BB IR Rt R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - 424 B & R R KT 5T

For the year ended 31st August, 2008
[ E—EENFNA=F—HILFE

2. Application of New and Revised Hong Kong Financial

Reporting Standards (Continued)

HKFRS 3 (Revised)
EB RIS R IROE R 35 (153T)

HKFRS 8
BB RAER S 8fk

HK(IFRIC) - INT 12

8 (ERMERRABEEE) —REE 121K

HK(IFRIC) - INT 13

&8 (ERMERRRABEEE) —REE 13K

HK(IFRIC) - INT 14

B8 ERMKERERRESD) —2BE 4%

HK(IFRIC) - INT 15

B8 ERMBERERBESS) —2BE 5%

HK(IFRIC) - INT 16

B8 ERMBERERRESD) —2BE 6%

Business Combination?

EBAH

Operating Segments?

gESE

2. ERFET RAER] B8 B 35 Ff ¥R ZE B

(&)

Service Concession Arrangements*

BRAZ4SRHE R R

Customer Loyalty Programmes®

& B BT A

HKAS 19 - The Limit on a Defined Benefit Asset, Minimum Funding

Requirements and their Interaction*

BRETENE 1R -BEFNREENRR  HEBENRERLBERAF

Agreements for the Construction of Real Estate?

i AR S 5 2

Hedges of a Net Investment in a Foreign Operation®

INEFIR G FRRET e

Effective for annual periods beginning on or after 1st January, 2009 except the

amendments to HKFRS 5, effective for annual periods beginning on or after 1st July,

20009.

Effective for annual periods beginning on or after 1st January, 2009

3 Effective for annual periods beginning on or after 1st July, 2009

Effective for annual periods beginning on or after 1st January, 2008

®  Effective for annual periods beginning on or after 1st July, 2008

¢ Effective for annual periods beginning on or after 1st October, 2008
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -

For the year ended 31st August, 2008
BE—EENEFNA=T—HIFE

2. Application of New and Revised Hong Kong Financial
Reporting Standards (Continued)
The adoption of HKFRS 3 (Revised) may affect the accounting for business
combination for which the acquisition date is on or after the beginning of the
first annual reporting period beginning on or after 1st July, 2009. HKAS 27
(Revised) will affect the accounting treatment for changes in a parent’s
ownership interest in a subsidiary that do not result in a loss of control, which
will be accounted for as equity transactions. The Group has commenced
considering the potential impact of these new HKFRSs but is not yet in a position
to determine whether these new HKFRSs would have a significant impact on

its results and financial position are prepared and presented.

3. Significant Accounting Policies
The consolidated financial statements have been prepared on the historical
cost basis except for certain financial instruments, which are measured at fair

values, as explained in the accounting policies set out below.

The consolidated financial statements have been prepared in accordance with
Hong Kong Financial Reporting Standards issued by the HKICPA. In addition,
the consolidated financial statements include applicable disclosures required
by the Rules Governing the Listing of Securities on the Stock Exchange (the

“Listing Rules”) and by the Hong Kong Companies Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of
the Company and entities controlled by the Company (its subsidiaries). Control
is achieved where the Company has the power to govern the financial and

operating policies of an entity so as to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during the year are included
in the consolidated income statement from the effective date of acquisition or

up to the effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial statements of
subsidiaries to bring their accounting policies into line with those used by other

members of the Group.

Allintra-group transactions, balances,income and expenses are eliminated on

consolidation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - 424 B & R R KT 5T

For the year ended 31st August, 2008
BE—ZELEN\FNA=FT—HILFE

3. Significant Accounting Policies (Continued)

Basis of consolidation (Continued)

Minority interests in the net assets of consolidated subsidiaries are presented
separately from the Group'’s equity therein. Minority interests in the net assets
consist of the amount of those interests at the date of the original business
combination and the minority’s share of changes in equity since the date of
the combination. Losses applicable to the minority in excess of the minority’s
interest in the subsidiary’s equity are allocated against the interests of the Group
except to the extent that the minority has a binding obligation and is able to

make an additional investment to cover the losses.

Business combinations

The acquisition of business is accounted for using the purchase method.The
cost of the acquisition is measured at the aggregate of the fair values, at the
date of exchange, of assets given, liabilities incurred or assumed, and equity
instruments issued by the Group in exchange for control of the acquiree, plus
any costs directly attributable to the business combination. The acquiree’s
identifiable assets, liabilities and contingent liabilities that meet the conditions
for recognition under HKFRS 3 Business Combinations are recognised at their
fair values at the acquisition date, except for non-current assets that are classified
as held for sale in accordance with HKFRS 5 Non-Current Assets Held for Sale
and Discontinued Operations, which are recognised and measured at fair value

less costs to sell.

Goodwill arising on acquisition is recognised as an asset and initially measured
at cost, being the excess of the cost of the business combination over the Group's
interest in the net fair value of the identifiable assets, liabilities and contingent
liabilities recognised. If, after reassessment, the Group’s interest in the net fair
value of the acquiree’s identifiable assets, liabilities and contingent liabilities
exceeds the cost of the business combination, the excess is recognised

immediately in profit or loss.

The interest of minority shareholders in the acquiree is initially measured at
the minority’s proportion of the net fair value of the assets, liabilities and

contingent liabilities recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -

For the year ended 31st August, 2008
BE—EENEFNA=T—HIFE

3. Significant Accounting Policies (Continued)

Goodwill

Goodwill arising on acquisitions prior to 1st September, 2004

Goodwill arising on an acquisition of net assets and operations of another entity
for which the agreement date is before 1st September, 2004 represents the
excess of the cost of acquisition over the Group's interest in the fair value of the
identifiable assets and liabilities of the relevant acquiree at the date of

acquisition.

For previously capitalised goodwill arising on acquisitions net assets and
operations of another entity after 1st January, 2001, the Group has discontinued
amortisation from 1st September, 2004 onwards, and such goodwill is tested
for impairment annually, and whenever there is an indication that the cash-
generating unit (the “CGU") to which the goodwiill relates may be impaired (see

the accounting policy below).

Goodwill arising on acquisitions on or after 1st September, 2004

Goodwill arising on an acquisition of a business for which the agreement date
is on or after 1st September, 2004 represents the excess of the cost of acquisition
over the Group’s interest in the fair value of the identifiable assets, liabilities
and contingent liabilities of the relevant business at the date of acquisition.

Such goodwill is carried at cost less any accumulated impairment loss.

Capitalised goodwill arising on an acquisition of a business is presented

separately in the consolidated balance sheet.
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For the year ended 31st August, 2008
BE—ZELEN\FNA=FT—HILFE

3. Significant Accounting Policies (Continued)

Goodwill (Continued)

Goodwill arising on acquisitions on or after 1st September, 2004 (Continued)

For the purpose of impairment testing, goodwill arising from an acquisition is
allocated to each of the relevant CGUs, or groups of CGUs, that are expected to
benefit from the synergies of the acquisition.A CGU to which goodwill has been
allocated is tested for impairment annually,and whenever there is an indication
that the unit may be impaired. For goodwill arising on an acquisition in a
financial year, the CGU to which goodwill has been allocated is tested for
impairment before the end of that financial year. When the recoverable amount
of the CGU is less than the carrying amount of the unit, the impairment loss is
allocated to reduce the carrying amount of any goodwill allocated to the unit
first,and then to the other assets of the unit pro-rata on the basis of the carrying
amount of each asset in the unit. Any impairment loss for goodwill is recognised
directly in the consolidated income statement. An impairment loss for goodwill

is not reversed in subsequent periods.

On subsequent disposal of the relevant CGU, the attributable amount of
goodwill capitalised is included in the determination of the amount of profit

or loss on disposal.

Investment properties
Investment properties are properties held to earn rentals and/or for capital

appreciation.

On initial recognition, investment properties are measured at cost, including
any directly attributable expenditure. Subsequent to initial recognition,
investment properties are stated at cost less subsequent accumulated
depreciation and any accumulated impairment loss. Depreciation is charged
so as to write off the cost of investment properties using the straight-line

method.

An investment property is derecognised upon disposal or when the investment
property is permanently withdrawn from use or no future economic benefits
are expected from its disposal. Any gain or loss arising on derecognition of the
asset (calculated as the difference between the net disposal proceeds and the
carrying amount of the asset) is included in the consolidated income statement

in the year in which the item is derecognised.
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For the year ended 31st August, 2008
BE—EENEFNA=T—HIFE

3. Significant Accounting Policies (Continued)

Property, plant and equipment

Property, plant and equipment including land and building held for use in the
production or supply of goods or services, or for administrative purposes (other
than construction in progress) are stated at cost less subsequent accumulated

depreciation and accumulated impairment loss.

Depreciation is provided to write off the cost of property, plant and equipment,
other than construction in progress, over their estimated useful lives and after
taking into account of their estimated residual value, using the straight-line

method.

Construction in progress represents property, plant and equipment in the
course of construction for production or for its own use purposes. Construction
in progress is carried at cost less any recognised impairment loss. Construction
in progress is classified to the appropriate category of property, plant and
equipment when completed and ready for intended use. Depreciation of these
assets,on the same basis as other property assets,commences when the assets

are ready for their intended use.

Assets held under finance leases are depreciated over their expected useful
lives on the same basis as owned assets or, where shorter, the term of the

relevant lease.

An item of property, plant and equipment is derecognised upon disposal or
when no future economic benefits are expected to arise from the continued
use of the asset. Any gain or loss arising on derecognition of the asset (calculated
as the difference between the net disposal proceeds and the carrying amount
of the item) is included in the consolidated income statement in the year in

which the item is derecognised.

Investments in subsidiaries
Investments in subsidiaries are included in the Company’s balance sheet at cost

less any identified impairment loss.
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For the year ended 31st August, 2008
BE—ZELEN\FNA=FT—HILFE

3. Significant Accounting Policies (Continued)

Jointly controlled entities

Joint venture arrangements that involve the establishment of a separate entity
in which venturers have joint control over the economic activity of the entity

are referred to as jointly controlled entities.

The results and assets and liabilities of jointly controlled entities are
incorporated in the consolidated financial statements using the equity method
of accounting. Under the equity method, investments in jointly controlled
entities are carried in the consolidated balance sheet at cost as adjusted for
post-acquisition changes in the Group’s share of the net assets of the jointly
controlled entities, less any identified impairment loss. When the Group’s share
of losses of a jointly controlled entity equals or exceeds its interest in that jointly
controlled entity (which includes any long-term interests that, in substance,
form part of the Group’s net investment in the jointly controlled entity), the
Group discontinues recognising its share of further losses. An additional share
of losses is provided for and a liability is recognised only to the extent that the
Group has incurred legal or constructive obligations or made payments on

behalf of that jointly controlled entity.

Inventories
Inventories are stated at the lower of cost and net realisable value. Cost is

calculated using the first-in, first-out method.

Financial instruments

Financial assets and financial liabilities are recognised on the balance sheet
when a group entity becomes a party to the contractual provisions of the
instruments. Financial assets and financial liabilities are initially measured at
fair value.Transaction costs that are directly attributable to the acquisition or
issue of financial assets and financial liabilities (other than financial assets and
liabilities at fair value through profit or loss (“FVTPL")) are added to or deducted
from the fair value of the financial assets or financial liabilities, as appropriate,
on initial recognition.Transaction costs directly attributable to the acquisition
of financial assets or financial liabilities at FVTPL are recognised immediately in

profit or loss.
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For the year ended 31st August, 2008
BE—EENEFNA=T—HIFE

3. Significant Accounting Policies (Continued)

Financial instruments (Continued)

Financial assets

The Group’s financial assets are classified as financial assets at FVTPL and loans
and receivables. All regular way purchases or sales of financial assets are
recognised and derecognised on a trade date basis. Regular way purchases or
sales are purchases or sales of financial assets that require delivery of assets
within the time frame established by regulation or convention in the

marketplace.

Effective interest method

The effective interest method is a method of calculating the amortised cost of
afinancial asset and of allocating interest income over the relevant period.The
effective interest rate is the rate that exactly discounts estimated future cash
receipts (including all fees on points paid or received that form an integral part
of the effective interest rate, transaction costs and other premiums or discounts)
through the expected life of the financial asset, or, where appropriate, a shorter

period.

Interest income is recognised on an effective interest basis for debt instruments

other than those financial assets designated as at FVTPL.

Financial assets at fair value through profit or loss
The Group's financial assets classified as financial assets at FVTPL are financial
assets held for trading as they are derivatives that are not designated and

effective as a hedging instrument.

At each balance sheet date subsequent to initial recognition, financial assets at
FVTPL are measured at fair value, with changes in fair value recognised directly
in profit or loss in the period in which they arise.The net gain or loss recognised

in profit or loss excludes any dividend or interest earned on the financial assets.
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3. Significant Accounting Policies (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. At each balance
sheet date subsequent to initial recognition, loans and receivables (including
trade and other receivables, amounts due from subsidiaries/jointly controlled
entities, bank deposits and balances and cash) are carried at amortised cost
using the effective interest method, less any identified impairment losses (see

accounting policy on impairment of financial assets below).

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for indicators of
impairment at each balance sheet date. Financial assets are impaired where
there is objective evidence that, as a result of one or more events that occurred
after the initial recognition of the financial asset, the estimated future cash flows

of the financial assets have been impacted.

For loans and receivables, objective evidence of impairment could include:
+ significant financial difficulty of the issuer or counterparty; or

« default or delinquency in interest or principal payments; or

+ it becoming probable that the borrower will enter bankruptcy or financial

re-organisation.

For certain categories of financial asset, such as trade receivables, assets that
are assessed not to be impaired individually are subsequently assessed for
impairment on a collective basis. Objective evidence of impairment for a
portfolio of receivables could include the Group’s past experience of collecting
payments and observable changes in national or local economic conditions

that correlate with default on receivables.
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For the year ended 31st August, 2008
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3. Significant Accounting Policies (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

For financial assets carried at amortised cost, an impairment loss is recognised
in profit or loss when there is objective evidence that the asset is impaired,and
is measured as the difference between the asset’s carrying amount and the
present value of the estimated future cash flows discounted at the original

effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss
directly for all financial assets with the exception of trade receivables, where
the carrying amount is reduced through the use of an allowance account.
Changes in the carrying amount of the allowance account are recognised in
profit or loss.When a trade receivable is considered uncollectible, it is written
off against the allowance account. Subsequent recoveries of amounts previously

written off are credited to profit or loss.

For financial assets measured at amortised cost, if, in a subsequent period, the
amount of impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment loss was recognised,
the previously recognised impairment loss is reversed through profit or loss to
the extent that the carrying amount of the asset at the date the impairment is
reversed does not exceed what the amortised cost would have been had the

impairment not been recognised.
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3. Significant Accounting Policies (Continued)

Financial instruments (Continued)

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group entity are classified
according to the substance of the contractual arrangements entered into and

the definitions of a financial liability and an equity instrument.

An equity instrument is any contract that evidences a residual interest in the
assets of the group entity after deducting all of its liabilities. The Group's financial
liabilities are generally classified as FVTPL and other financial liabilities. The
accounting policies adopted in respect of financial liabilities and equity

instruments are set out below.

Effective interest method

The effective interest method is a method of calculating the amortised cost of
a financial liability and of allocating interest expense over the relevant period.
The effective interest rate is the rate that exactly discounts estimated future
cash payments through the expected life of the financial liability, or, where

appropriate, a shorter period.

Interest expense is recognised on an effective interest basis other than those

financial liability designated as at FVTPL.

Financial liabilities at fair value through profit or loss
The Group’s financial liabilities classified as financial liabilities at FVTPL are
financial liabilities held for trading as they are derivatives that are not designated

and effective as a hedging instrument.

At each balance sheet date subsequent to initial recognition, financial liabilities
at FVTPL are measured at fair value, with changes in fair value recognised directly
in profit or loss in the period in which they arise.The net gain or loss recognised

in profit or loss excludes any interest paid on the financial liabilities.
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3. Significant Accounting Policies (Continued)

Financial instruments (Continued)

Financial liabilities and equity (Continued)

Other financial liabilities

Other financial liabilities including trade and other payables, bills payable,
amounts due to subsidiaries/minority shareholders and bank borrowings are
initially measured at fair value, and subsequently measured at amortised cost,

using the effective interest method.

Equity instruments
Equity instruments issued by the Company are recorded at the proceeds

received, net of direct issue costs.

Derivative financial instruments

Derivatives are initially recognised at fair value at the date a derivative contract
is entered into and are subsequently remeasured to their fair value at each
balance sheet date. The resulting gain or loss is recognised in profit or loss
immediately. The fair values of derivatives are classified as non-current assets
or liabilities when the remaining maturity of the items are more than one year
and current assets or liabilities when the remaining maturity are less than one

year.

Derecognition

Financial assets are derecognised when the rights to receive cash flows from
the assets expire or, the financial assets are transferred and the Group has
transferred substantially all the risks and rewards of ownership of the financial
assets.On derecognition of a financial asset, the difference between the asset’s
carrying amount and the sum of the consideration received and receivable is

recognised in profit or loss.

Financial liabilities are derecognised when the obligation specified in the
relevant contract is discharged, cancelled or expires. The difference between
the carrying amount of the financial liability derecognised and the consideration

paid and payable is recognised in profit or loss.
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3. Significant Accounting Policies (Continued)

Non-current assets held for sale

Non-current assets are classified as held for sale if their carrying amount will be
recovered principally through a sale transaction rather than through continuing
use. This condition is regarded as met only when the sale is highly probable

and the asset is available for immediate sale in its present condition.

Non-current assets classified as held for sale are measured at the lower of the

assets’ previous carrying amount and fair value less costs to sell.

Government grants

Government grants are recognised as income over the periods necessary to
match them with the related costs. Grants related to depreciable assets are
presented as deferred income and are released to income over the useful lives
of the assets. Grants related to expense items are recognised in the same period
as those expenses are charged in the consolidated income statement and are
reported separately as other income. Government grants shall not be
recognised until there is reasonable assurance that the entity will comply with

the conditions attaching to them.

Provisions

Provisions are recognised when the Group has a present obligation as a result
of a past event and it is probable that the Group will be required to settle that
obligation. Provisions are measured at the directors’ best estimate of the
expenditure required to settle the obligation at the balance sheet date and are

discounted to present value where the effect is material.

A provision for restructuring is recognised in the consolidated balance sheet
on conditions that the Group has a detailed formal plan and has raised a valid
expectation in those affected that the plan will be carried out, by starting to

implement that plan or by announcing its main features to those affected by it.

For provision in relation to employee termination benefits where the Group
has a detailed formal plan and is without realistic possibility of withdrawal, the
liability and expenses are recognised when the Group is committed to terminate
the employment of an employee or group of employees before their normal
retirement date or provide termination benefits as a result of an offer made in

order to encourage voluntary redundancy.
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3. Significant Accounting Policies (Continued)

Impairment (other than goodwiill)

At each balance sheet date, the Group reviews the carrying amounts of its assets
to determine whether there is any indication that those assets have suffered
an impairment loss. If the recoverable amount of an asset (or CGU) is estimated
to be less than its carrying amount, the carrying amount of the asset is reduced
to its recoverable amount. An impairment loss is recognised as an expense

immediately.

Where an impairment loss subsequently reverses, the carrying amount of the
asset (or CGU) is increased to the revised estimate of its recoverable amount,
but so that the increased carrying amount does not exceed the carrying amount
that would have been determined had no impairment loss been recognised
for the asset (or CGU) in prior years. A reversal of an impairment loss is recognised

as income immediately.

Revenue recognition

Revenue is measured at the fair value of the consideration received and
receivable and represents amounts receivable for goods sold and services
provided in the normal course of business net of discounts and sales related

taxes.

Revenue from sales of goods is recognised when the goods are delivered and

title has passed.
Service income is recognised when services are provided.

Interest income from a financial asset is accrued on a time basis, by reference
to the principal outstanding and at the effective interest rate applicable, which
is the rate that exactly discounts the estimated future cash receipts through

the expected life of the financial asset to that asset’s net carrying amount.

Retirement benefit schemes
Payments to defined contribution retirement benefit plan are charged as an
expense when employees have rendered service entitling them to the

contributions.
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3. Significant Accounting Policies (Continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets are capitalised as part of the cost of those assets.
Capitalisation of such borrowing costs ceases when the assets are substantially

ready for their intended use or sale.

All other borrowing costs are recognised in profit or loss in the period in which

they are incurred.

Leasing
Leases are classified as finance leases whenever the terms of the lease transfer
substantially all the risks and rewards of ownership to the lessee. All other leases

are classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised in the consolidated income
statement on a straight-line basis over the term of the relevant lease. Initial
direct costs incurred in negotiating and arranging an operating lease are added
to the carrying amount of the leased asset and recognised as an expense on a

straight-line basis over the lease term.

The Group as lessee

Assets held under finance leases are recognised as assets of the Group at their
fair value at the inception of the lease or, if lower, at the present value of the
minimum lease payments.The corresponding liability to the lessor is included
in the consolidated balance sheet as a finance lease obligation.Lease payments
are apportioned between finance charges and reduction of the lease obligation
so as to achieve a constant rate of interest on the remaining balance of the
liability. Finance charges are charged directly to profit or loss, unless they are
directly attributable to qualifying assets, in which case they are capitalised in

accordance with the Group’s general policy on borrowing costs (see above).

Rentals payable under operating leases are charged to profit or loss on a
straight-line basis over the term of the relevant lease. Benefits received and
receivable as an incentive to enter into an operating lease are recognised as a

reduction of rental expense over the lease term on a straight-line basis.
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3. Significant Accounting Policies (Continued)

Leasing (Continued)

The Group as lessee (Continued)

Leasehold land

Interest in leasehold land is accounted for as operating leases and amortised

over the lease term on a straight line basis.

Taxation
Income tax charge represents the sum of the tax currently payable and deferred

tax.

The tax currently payable is based on taxable profit for the year.Taxable profit
differs from profit as reported in the consolidated income statement because
it excludes items of income or expense that are taxable or deductible in other
years, and it further excludes items that are never taxable or deductible.The
Group’s liability for current tax is calculated using tax rates that have been

enacted or substantively enacted by the balance sheet date.

Deferred tax is recognised on differences between the carrying amounts of
assets and liabilities in the consolidated financial statements and the
corresponding tax bases used in the computation of taxable profit, and is
accounted for using the balance sheet liability method. Deferred tax liabilities
are generally recognised for all taxable temporary differences, and deferred
tax assets are recognised to the extent that it is probable that taxable profits
will be available against which deductible temporary differences can be utilised.
Such assets and liabilities are not recognised if the temporary difference arises
from goodwill or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that affects neither

the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences arising
on investments in subsidiaries and interests in joint ventures, except where the
Group is able to control the reversal of the temporary difference and it is

probable that the temporary difference will not reverse in the foreseeable future.
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3. Significant Accounting Policies (Continued)

Taxation (Continued)

The carrying amount of deferred tax assets is reviewed at each balance sheet
date and reduced to the extent that it is no longer probable that sufficient

taxable profit will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the
period when the liability is settled or the asset is realised. Deferred tax is charged
or credited to profit or loss, except when it relates to items charged or credited

directly to equity, in which case the deferred tax is also dealt with in equity.

Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that entity
(foreign currencies) are recorded in the respective functional currency (i.e.the
currency of the primary economic environment in which the entity operates)
at the rates of exchanges prevailing on the dates of the transactions. At each
balance sheet date, monetary items denominated in foreign currencies are
retranslated at the rates prevailing on the balance sheet date. Non-monetary
items that are measured in terms of historical cost in a foreign currency are not

re-translated.

Exchange differences arising on the settlement of monetary items, and on the
translation of monetary items, are recognised in the consolidated income

statement in the period in which they arise.

For the purposes of presenting the consolidated financial statements, the assets
and liabilities of the Group's foreign operations are translated into the
presentation currency of the Company (i.e. HKS) at the rate of exchange
prevailing at the balance sheet date, and their income and expenses are
translated at the average exchange rates for the year, unless exchange rates
fluctuate significantly during the year, in which case, the exchange rates
prevailing at the dates of transactions are used. Exchange differences arising, if
any,are recognised as a separate component of equity (the translation reserve).
Such exchange differences are recognised in the consolidated income

statement in the period in which the foreign operation is disposed of.
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4. Key Sources of Estimation Uncertainty

In the application of the Group’s accounting policies, which are described in
Note 3, the directors of the Company are required to make estimates and
assumptions about the carrying amounts of assets and liabilities that are not
readily apparent from other sources.The estimates and associated assumptions
are based on historical experience and other factors that are considered to be

relevant. Actual results may differ from these estimates.

Estimated impairment on property, plant and equipment

When there is objective evidence of impairment losses on property, plant and
equipment, which is in relation to the closure plan of Dongguan Fuan Textiles
Limited (“Dongguan Fuan”),a PRC subsidiary of the Company, disclosed in Note
8, the Group considers the recoverable amount of the CGU which comprises
property, plant and equipment of Dongguan Fuan based on fair value less costs
to sell calculation by reference to the offer from potential buyers who are
independent third parties.The eventual consideration of proposed disposal of

assets may differ from that estimated by management.
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5. Segment Information
Revenue represents the amounts received and receivable mainly for goods sold

by the Group, net of returns, to outside customers during the year.

The Group’s primary format for reporting segment information is geographical

segments (based on location of customers). Others mainly represent Singapore

5. 2@ER
BEEDIEAEEREEENTEAIBESR -
EHBRIBRE% - FRENT RRERSEE

FEEEHRSFERNEBRAR WD B REF
FEthBARYE) o Hihith & TSN RIRFT o

and Macao.
2008 —EZN\E
Hong Kong The PRC Taiwan Korea StiLanka America Europe Others  Eliminations  Consolidated
B HE aE BE  HEEF =M B HAtHE Hi )
HKS'000 HKS'000 HKs'000 HKS'000 HKs'000 HKS'000 HKS'000 HKS'000 HKs'000 HKS'000
Fhn TEn Fhn TEn FAn Fén FAn Fén TAn Fén
REVENUE BXH
External sales HIMHE 1,999,424 541,828 674,045 731374 788,126 358,625 50378 959,245 — 6103045
Inter-segment sales (note) ~ DEMEEE (i) 4853015 277169 = = 434225 33,663 = 69662 (8162261) =

Total revenue EXEOE 6852439 331354 674,045 731374 1202351 392,288 50378 1028907 (8,162261) 6,103,045
RESULTS %5
Segment results GEET 192,363 41884 54943 65921 138019 31,113 5,142 87,589 616974
Interestincome FISWA 12,348
Unallocated income FAAHHBRA 11,089
Unallocated expenses FAAFRZHE (927,756)
Finance costs BERK (83,780)
Reversal of impairment S8

loss on amounts due fiRsE

from jointly controlled i) PR HE

entities 21,907
Loss before taxation B AIEE (349.218)
Income tax charge B (9179)
Loss for the year REERE (358,397)
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5. Segment Information (Continued) 5. 7 EER @
2007 —E2E2HF
Hong Kong The PRC Taiwan Korea Sri Lanka America Europe Others  Eliminations ~ Consolidated

B FEl aB BE  HEET 3l B EtE 4 e
HKSO00  HKSO00  HKSO00  HKSOOD  HKSO0  HKSOO0  HKSOO0  HKSOOO  HKSO0  HKSO0O
féx  TEz  TEx  TEx  TEx  TEr  TEr  TEx  TEr  TEx

REVENUE EXE
External sales #ihEE 2608021 306333 752572 751948 676568 728405 33660 1,165484 — 7
Inter-segment sales (note) ~ AEEEE () 5864277 3833465 — — 45,798 45053 — 64863 (10260456) -
Total revenue EERBE 8,472,298 4,139,798 752,572 751,948 1,129,366 773458 33,660 1,230347  (10,260456)  7,022991
RESULTS <
Segment results PEXE 338,055 38778 9,058 93522 151,753 74122 4179 146,664 943,131
Interest income FBWA 3611
Unallocated income FAARHBA 20445
Unallocated expenses R RERH (661,147)
Finance costs BERK (98,030)
Reversal of impairment SR8

loss on amounts due FrRsE

from jointly controlled WHERXEE

entities 540
Profit before taxation BAAIER 228550
Income tax charge FrgBi i (16,240)
Profit for the year REEERF 212310
Note: Inter-segment sales are charged at prices with reference to the prevailing market Hiat © D EEHENERDISRERNTHISERMEE

rates.

An analysis of the Group’s segment assets and liabilities, expenditure on ARER B BEEREBNSEIRINEMES )

property, plant and equipment as well as depreciation thereon attributable to BRYER  MASEEENEEELEEIEEE
geographical markets by location of customer for both years is not presented REfE W HERRENRXERITENEFA
as it is impracticable to allocate the amounts of the respective assets and it EIZ IS S E L 24T ©

liabilities to geographical markets.
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5. Segment Information (Continued)
The following is an analysis of the carrying amount of segment assets and
expenditure on property, plant and equipment, analysed by the geographical

area in which the assets are located:

5. DEER @
B EEENIREEEYE - BERRENBEIIRE
EFEESATIMT

Expenditure on property,

Carrying amount plant and equipment
of segment assets Y2k - s R
DEEENREE RIBHIF X
2008 2007 2008 2007
HK$’000 HK$000 HKS000 HKS'000

FET FHET T8 T8

The PRC FRE
Hong Kong BB
Taiwan =
Korea LEE|
America =M
Europe BOM
Sri Lanka TR
Others Hthith &

3,882,162 4,084,507 525,689 288,282
1,066,365 1,329,953 2,585 7,538
214,131 264,645 = =
45,411 47,972 = =
62,891 129,708 266 84
6,705 12,826 12 25
459,991 433,482 30,402 52,978
212,270 311,009 1,093 1,462

5,949,926 6,614,102 560,047 350,369
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5. Segment Information (Continued)

The following table provides an analysis of the Group's revenue, carrying amount

of segment assets,and expenditure on property, plant and equipment, analysed

by the business operating divisions.

5. DHEER @)
REBE T - HVESENREEURYE -«
ERB BN IR L BRI NAT

Carrying Expenditure
amount of on property, plant
Revenue segment assets and equipment
DEEE L/E R )5
= HYERMEE RBHIBAZ
HKS'000 HK$'000 HKS'000
FET FET FET
2008 ZEENF
Production and sales of dyed fabrics, RiERIEERT  BAGRL
sewing threads and yarns 5,373,062 5,281,521 476,690
Production and sales of garments SIERHEMI 729,983 509,845 81,816
6,103,045 5,791,366 558,506
2007 —EELF
Production and sales of dyed fabrics, RiERIEERTT  BAGRL
sewing threads and yarns 6,271,544 5,998,888 323,930
Production and sales of garments SIERHENIK 751,447 388,356 22,689
7,022,991 6,387,244 346,619
Other Information HibE s
Hong Kong The PRC Taiwan Korea SriLanka America Europe Others  Consolidated
&t e BE 28 HEEF By Bl HAE )
HKS$'000 HKS'000 HKS'000 HKS'000 HKS000 HKS'000 HK$000 HKS'000 HKS000
TAT TAT FAT FAT FAT FAT FAn TR FAT
2008 “EENE
Impairment on trade EXENGE
recelvables,net AEFE 8918 1,298 - - 38 11726 18 10881 32879
2007 ITRtE
Impairment on trade EXEWE
receivables,net AEFE 4788 583 202 828 3 1,046 3 2041 11,348
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6. Finance Costs

6. BLE KA

2008 2007
HKS000 HKS000
FET FET
Finance costs on: REE R ¢
Bank borrowings wholly repayable ARAEFREEMEEZEN
within five years IRITEE 87,779 102,615
Finance leases wholly repayable ARAOFAZEEEN
within five years BIigiHE 4 133
Total finance costs RE R ARE 87,783 102,748
Less:amounts capitalised B ALEEESRE (4,003) (4,718)
83,780 98,030

Finance costs capitalised during the year arose on the general borrowing pool
and has been calculated by applying a capitalisation rate of 3.70% (2007:4.87%)

per annum to expenditure on qualifying assets.

REEMMEEENRMERAN IR —RIEEBEEEL
WARLUF B ER3.70% (Z BT LF @ 4.87%) 518 » &
ELEREBER °
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7. Income Tax Charge 7. BB
2008 2007
HKS000 HKS'000
FE FET
Current tax: BEEEMHIE :
Hong Kong BB 1,647 1,166
Other jurisdictions Hith w5 At E 202 8,520
1,849 9,686
(Over)underprovision in prior years: BEFE (BRERE BETR
Hong Kong BB (208) (735)
Other jurisdictions HAth =AM E (6,150) 540
(4,509) 9,491
Deferred tax: IEIERIR :
Current year (note 29) =FE (f7£29) 13,688 6,749
Taxation attributable to the Group AREEEELRIIE 9,179 16,240

On 26th June 2008, the Hong Kong Legislative Council passed the Revenue Bill
2008 which includes the reduction in corporate profit tax rate by 1% to 16.5%
effective from the year of assessment 2008/09.The effect of such decrease has
been reflected in measuring the current and deferred tax for the year ended
31st August, 2008.Hong Kong Profits Tax is calculated at 16.5% (2007:17.5%) of

the estimated assessable profit for the year.

Pursuant to the relevant laws and regulations in the PRC, certain of the Company’s
PRC subsidiaries were entitled to a 50% reduction in tax rate in the calendar year
as over 70% of their revenue were for export purposes.The reduced tax rate was

12% and this tax reduction expired on 31st December, 2007.

In addition, certain of the Company’s PRC subsidiaries are entitled to exemption
from the PRC enterprise income tax for two calendar years commencing from
their first profit-making year of operation and thereafter, they are entitled to
50% relief from the PRC enterprise income tax for the following three calendar
years (the“Tax Holiday”). The reduced tax rate for the relief period is 12.5%.The
Tax Holiday will be expired by 31st December, 2012 for certain of the Company’s
PRC subsidiaries.

RIZZEZENEANAZHAE  BEIESEBQ008
FIRAMEHIESR) » EREEBEEFESHBERK
1%216.5%  H=ZZ )\ ENEHFEEER - B3
RETANTEENTERERBZ=—ZZNF/\A
=+ —BUEFEZBELERIEFR TR o RFEE 2k
ATERGEFZBEBREHR T ZE165%(ZFFt
& 17.5%) 5HE ©

REPEBREERESR  ARARETHEMELE
RE Q&SR 2ERR70% 5 L AINBEEZRR
R50%BRAEE o EFEBZE12% » M LLIRRBL
BEER-_ZFLFE+-A=t+—HE®

Besh - AR TR EHE A A TR E AR
ERTMEET R - ERRMRFEREEE - RK
58 = (AE R R 500 E 3T 51 (BB
#) o WBERIERERH125% ° TARALT
A AR EREN =B —=F ==+
— B °
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For the year ended 31st August, 2008
BE—ZELEN\FNA=FT—HILFE

7. Income Tax Charge (Continued)

The newly promulgated Enterprise Income Tax Law (“Tax Law”) of the PRC is
effective on 1st January, 2008. In February 2008, the Ministry of Finance and
the State Administration of Taxation issued several important tax circulars which
clarify the implementation of the Tax Law and have an impact on certain of the
Company’s PRC subsidiaries.The PRC enterprise income tax rates for certain of
the Company’s PRC subsidiaries are unified at 25% effective from 1st January,
2008, while certain of the Company’s PRC subsidiaries will continue to enjoy

the preferential tax rate of 12.5% until 31st December, 2012.

Pursuant to the relevant laws and regulations in Sri Lanka, the profit generated
from a subsidiary of the Company is entitled to exemption from the Sri Lanka
income tax until 31st August, 2015. Accordingly, no provision for the income

tax was made on the profit for the current year.

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

respective jurisdictions.

In February 2008, the Hong Kong Inland Revenue Department (“IRD”) initiated
a tax audit on the Company and its subsidiaries of the Company for the years
of assessment from 2001/02 onwards. In March 2008, notices of estimated
additional assessment (the “Assessments”) for the year of assessment 2001/02
in an aggregate amount of HK$14,352,000 were issued to the Company and
certain of the Company’s subsidiaries. Objections against the Assessments were
lodged and the whole amount was heldover.The IRD has commenced to obtain
information and documents from the Group for the purpose of this tax audit.
The scope and outcome of the tax audit cannot be readily ascertained at this
stage.The directors of the Company believe that no significant amount of profits
tax is payable by the Group in respect of the Company and relevant subsidiaries
and no provision for Hong Kong profits tax in respect of the protective

assessment is necessary.

Details of the deferred tax are set out in note 29.

7. FREMZH @
HEIFTREMN SR (BUE) A= NF—
A—BRER - R=ZTN\F=A - BEHRERE
BHEEAENE TEEHRUMBRANERER » &
ARETHEMBEARZRFE - NDQFETHEH
B RG—E25% MM EMEHIEE —ZEN
F—A—BREN - MAXRNEE THEKELF
BHES B EERE125% BE-—E——F+=-4
=+—HHL-

RS ERFERNEERESR - AAQ T —BHE
NEMEENBRTERRHERSHER B2
E-RFENA=Z+—HAL - Bt - XEEAEFHER
FEH TS B -

Hit Bl EBEHBIER U BB B Al EERFHB

o

REZZENFZR  BEHKR (BKE]) A2
REWBARH-ZZ— ZB-RHEENRRFEE
T-IEBBEE - R=BENF=ZF IR =-"FZ—
S BRI FEERHE 14,352,000/ TS EEAEET
NEBLARA (38 ]) FAR B RARBE THELD
7 o ISR CIRERE R EZH SO EEH - B
KERLEREEECHROAREEEEER R
o WIEHBEENHBERERNRIRERERER
E o AR R ESHEREERA AR REEHE AR
FEMAFESHEEL FEARBEEFILIBREMETHR
Ve B BRIG B A EE o

IR IR B B R DR HIRE297 o
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For the year ended 31st August, 2008
BE—EENEFNA=T—HIFE

7. Income Tax Charge (Continued)

The tax charge for the year can be reconciled to the (loss) profit before taxation

as follows:

7. PSR @

= ERIBUR 3 BB T AT (B518) B FAVE RN T -

2008 2007
HKS000 HKS'000
FE FET
(Loss) profit before taxation RRBiAT (B518) 25 (349,218) 228,550
Tax at weighted average applicable rate of 28.58% RINFEF 1918 AR %R28.58%
(2007: 6.42%) (ZZ2ZLHF 1 6.42%)
TERIBIE (99,805) 14,673
Tax effect of expenses not BATENHN
deductible for tax purpose B 39,590 12,662
Tax effect of income not taxable for tax purpose WA BERBBRE S E (9,054) (8,602)
Overprovision in prior years BEFEBRBERE (208) (735)
Tax effect of tax losses not recognised RIBEEREERNBELE 64,634 7,958
Tax effect of other deferred HAIRAER 18 & R R
tax assets not recognised B IS & 16,287 (194)
Income tax at concessionary rate REEBETENFREH (575) (8,328)
Utilisation of tax losses previously EABEREERN
not recognised BiIEEs 8 (2,714) (1,784)
Decrease in opening deferred tax liabilities RS - e G
resulting from a change of tax rate EERIEEERD (143) =
Charge of deferred tax provided on withholding R BR8N B A BIFE B
tax on PRC and overseas subsidiaries IEER B IR 1,024 445
Others Hith 143 145
Tax charge for the year RFERIEX I 9,179 16,240

The weighted average applicable tax rate for the year ended 31st August, 2008
represents the weighted average tax rate of the operations in different
jurisdictions on the basis of the relative amounts of (loss) profit before taxation
and the relevant statutory rates. The increase was caused by the change in

profitability of Group’s subsidiaries in the respective jurisdictions.

BE—ZZ)\FN\A=+—HLLFENNETIIER
Bi& 72 R Rl A R & E AVARRBERR B AT (8518) B.F|
SHEREEERRNIEFIBE - ARKEBERE
BRI A R AT A TR R RIS T B o Btk i
B e
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BE—ZELEN\FNA=FT—HILFE

8. Assets Classified as Held for Sale

During the year, due to significant costs of replacement and continuous
maintenance on existing facilities and infrastructure including electricity
generators and effluent treatment facilities, which were outmoded and aged,
of Dongguan Fuan, management of the Group decided to close down certain
divisions of Dongguan Fuan which was engaged in the manufacture of
particular products. A detailed plan for closing down these divisions was agreed
by the board of directors. Certain assets of Dongguan Fuan relating to
manufacturing specific products are to be disposal of. The Group started to
implement this closure plan during the year. Negotiations with several
interested parties have subsequently taken place.The assets with an aggregate
amount of approximately HK$255,222,000, which are expected to be sold within
one year after the balance sheet date, have been classified as assets held for
sale at 31st August, 2008 and are presented separately in the consolidated
balance sheet.The assets of Dongguan Fuan classified as held for sale mainly

comprise property, plant and equipment.

As at 31st August, 2008, this closure plan is still in the progress of being
implemented and management determined that the fair value less costs to
sell of the relevant CGU which comprises mainly property, plant and equipment
of Dongguan Fuan is less than its carrying amount. Accordingly,an impairment
loss of HK$150,449,000 was recognised by the Group for the year in the
consolidated income statement. The estimated fair value less costs to sell is
determined by reference to the fee quotations from independent third parties

or recent market prices for similar assets.

Under this closure plan, management of the Group decided to terminate
employments of a significant number of employees of Dongguan Fuan. Letters
of employment termination were sent to these employees of Dongguan Fuan
during the year. Accordingly, employee termination benefits in the aggregate
amount of approximately HK$54,270,000 was recognised by the Group for the

year.

In addition, under the closure plan, certain plant and equipment of Dongguan
Fuan was identified for relocation to other factories of the Group. Accordingly,
a restructuring cost in relation to relocation of plant and equipment of
Dongguan Fuan amounting to HK$2,130,000 was recognised by the Group

during the year.

8. PEABFHENEE

RER  ARRERZNRERERERREEER
ERSKEERBHICBEREL  MERERRE
EMEBSNRARER  HAEEEEEBRESR=E
TETHERERTEERNIPIEER - BRI SR
WA EBIEHESERAE - RERTBHEERANE
EREERNETEE - XEEAEECHKERL
THEARAGH S - Hig  METREBALETSRE
7 o REBES 14255,222,0008 7T - FREIERE
B FRELICEHR-SZNENA=+—0S
BABFHENEE  RRSEESBERAERIE
Pl e RERZMNABABELENEEZEEREY
ERY 8T

REZZNENA=1+—8  WEERENNEET
F EEECREARRSELENMEENEES
RERRZZYE - HBERZBENATEERHERE
TERERESE - Bt AFEEREECER
150,449,00058 T Z B EIB AW REFEWERA 2
B o A BERHEREAISEBUE=E 2R
BERRBEENLTSERMERE

TEHREBERET » AEEEERRAELLEARE
RERZZEE  YEeNFANRSETZEREESR
R ILERER © Bt - XEFEAFRERSHA
54,270,000/ T4 LB S 2@ FIZ H ©

teoh - FEULRIEEERARTEIT ERERSRLZET
HRERREKBBEAEBEMERE © Bt - AEEH
ERFARBHERREZNEBRREER
2,130,000/ ST R BAERA °
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For the year ended 31st August, 2008
BE—EENEFNA=T—HIFE

8. Assets Classified as Held for Sale (Continued) 8. THEABFHENEE @

The restructuring provisions of HK$11,695,000 at 31st August, 2008 is expected RZZEZENFENBE=+—H HEEHAERES
to be utilised within one year after the balance sheet date. Details of the 11,695,000/8 7T * FHHAESEE RE—FRNER - BE
movement in restructuring provisions of the Group during the year are disclosed AEBRFEFANEABESEFE - DRHTE25R
in note 25. W o

The division closure costs in relation to the closure plan of Dongguan Fuan AEBORFRARREEZEMAGTERRY

amounting to HK$220,238,000 was recognised by the Group for the year and 220,238,000/ ST EPPIRERARN A - BEREE B ALE

its impact on the Group is as follows: WS EMT :
2008 2007
HK$'000 HK$'000
FET FET
(Loss) profit of the Group for the year before ERTZEBMRERAR AN EE
division closure costs of Dongguan Fuan REE (&18) ZF (138,159) 212,310
Division closure costs of Dongguan Fuan (net of tax),  R>ef@ 22 (U EBFIBERA A AN (BRFEAR) -
including impairment losses on property, plant and BIEWE - B RRENRERX (fE14)
equipment (note 14), employee termination benefits, K ILEEREAIZ H » HEE R REH
relocation cost of plant and equipment (note 25) BB (Ffa25) RIELE
and reversal of deferred tax assets of HK$13,389,000  FiIBHE & 2 #3[5113,389,00078 7T
(included in the unallocated expenses stated (BREEEHRM TSR AT 2R
in note 5) ) (220,238) —

(Loss) profit of the Group for the year = FEREE (E8) B (358,397) 212,310
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9. (Loss) Profit for the Year

9. BR¥EE (1R &R

2008 2007
HKS000 HKS000
FET FET
(Loss) profit for the year has been arrived at =FE (E58) &2F
after charging: 2HR T3 :
Auditors' remuneration TR BURD 2 % B 5,489 4,406
Cost of inventories recognised as expenses ERAERANFERAK 5,169,704 5,784,001
Depreciation of investment properties KREWENITE 435 387
Depreciation of property, plant and equipment Y% - B RREWITE 249,340 248,705
Employee benefits expense excluding EERAZ
employee termination benefits (including TEFBELIHEENERRE -
directors’ emoluments set out in note 10) (BEHIINMFEI10A 2 ESHS) 778,457 769,026
Impairment on trade receivables, net EEEWIEREFE 32,879 11,348
Net exchange losses B R EIEEE 19,542 24,284
Net loss from fair value changes of derivative TSI AN AT EEES
financial instruments FEEZERFE 955 —
Loss on disposal of property, plant and HEME - HER
equipment RIBNEE 2,157 2,753
Release of prepaid lease payments included in BEEUTEERANBEAEERIEE L
- administrative expenses —THEAR 602 610
- cost of sales —SHERAR 1,339 1,159
and after crediting (included in other income): REFA (BEEEMBAF) :
Gain on disposal of a subsidiary & — R B A B S W 224 —
Gain on disposal of jointly controlled entities HE X EEFIEE SR 10,865 —
Interest income FEUWA 12,348 23,611
Net gain from fair value changes of derivative PTEERMITANATEEED
financial instruments FEEZBFIFE — 12,949
Net rental income from investment properties RENENEESWAOFE 3,648 2,789
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BE—ZEZENFNA=T—HILFE

10. Information Regarding Directors’and Employees’ 10. EEREEMESER
Emoluments
(a) Directors’emoluments (a) E=M<
The emoluments paid or payable to each of the ten (2007: ten) directors were B RERE Y (CEELE  +y) AE—VES
as follows: HEST :
2008 —EEN\F
Fung Chow
Ha Lau Ha Wai Ha Yeh Ng Wong Wing
Chung Hong KamOn, Yen Yick Hon  YiHao, Kwok  Kwong Kin,
Fong Yon Victor ~ Gordon Man Kuen  Yvette Tung Chi  Anthony Total

BNy iR ERz RRR GER EEE BRER MER IRZ AR 86
HKS000  HKS000  HKS'000  HKS'000  HKS'000  HKS'000 HKS000 HKS'000  HKS'000  HKS'000  HKS'000
TEx TEr TEr TErR TEr TErR TErR TEr TER TER TER

Fees fika - = = = = 150 150 250 200 200 950
Other emoluments b=
Salaries and other HEREM
benefits &A 14277 3178 2726 2180 2466 462 — — — — 25289
Retirement benefits BANEAEE
scheme contributions e — 183 205 151 171 - = = = = 710

14,277 3,361 2,931 2,331 2,637 612 150 250 200 200 26,949

2007 —EELE
Fung Chow
Ha Lau Ha Wai Ha Yeh Ng Wong Wing
Chung Hong KamOn, Yen Yick Hon  YiHao, Kwok  Kwong Kin,
Fong Yon Victor ~ Gordon Man Kuen  Yvette Tung Chi  Anthony Total

BNy HEE ESR BR# GER HEE SEEN MGER I®HZ Ak A6
HKS000  HKS000  HKS'000  HKS'000  HKS'000  HKS'000  HKS000 HKS'000  HKS'000  HKS'000  HKS'000
TEx TErn TEr TErn TEn TER TER TER TER TER TER

Fees fika — — — — — 150 150 250 200 200 950
Other emoluments HEivie

Salaries and other HEREM

benefits & 13812 3231 2638 2109 2386 420 = = = —  245%
Retirement benefits REAGE

scheme contributions e — 178 198 146 165 - = = = = 687

13,812 3,409 2,836 2,255 2,551 570 150 250 200 200 26,233
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10. Information Regarding Directors’and Employees’ 10. ZEEREEMEER @
Emoluments (Continued)

(a) Directors’emoluments (Continued) @ EEM< @&

During the year, no emoluments were paid by the Group to any director as an RAFE » AEBWECEHAESZAIME - MEA

inducement to join or upon joining the Group or as compensation for loss of DNERZR SR B SR A NN A AR 52 B sF Y 22 [Eh o B ARk e 1 © AR

office.No directors waived any emoluments in the year. FEMBESSHEEAME -

(b) Employees’emoluments (b) EEENE
The five highest paid employees included four (2007:four) directors, details of BEeaMEeNEBEEEENNV (CEELF I E
whose emoluments are set out in note (a) above. Emoluments of the remaining = HMSFHBEN LT @E) - BT —{v (ZEE

one (2007: one) employee is as follows: +F —f)EENMESNT :
2008 2007
HKS'000 HKS'000
FET FET
Salaries and other benefits FHEeREMBFR 2,467 2,387
Retirement benefits scheme contributions BNERFTEIHRR 171 165
2,638 2,552
Emoluments of the highest paid employee was within the band HK$2,500,001 R < ES BN £71£2,500,00178 7T £3,000,000
to HK$3,000,000. BITEEZA o
11. Dividends Paid ngvkre
2008 2007
HKS’000 HK$’000
FET FET

Final, paid — HK4.0 cents for the year ended ENRE BE-ZEZtENA=T—HILEE

31st August, 2007 (year ended 31st August, FRA0BI BE-ZZERF

2006: HK6.5 cents) per share NB=1+—HIEFE : 6.58() 31,760 51,611
Interim, paid — HK1.0 cent for the yearended E2fHH : BE—ZZENFNA=Z+—HLEFE

31st August, 2008 (year ended 31st August, FR1.0BL (BE-ZZLF

2007: HK4.0 cents) per share NB=1+—HIEFE : 4.08() 7,940 31,760

39,700 83,371

No final dividend was proposed during 2008, nor has any final dividend been REZZN\FR  BEZFREARMRE - BEER
proposed since the balance sheet date (2007: HK4.0 cents). BREZRRBEMARPERE (ZZZLF 1 4.08
ili) °
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BE—EENEFNA=T—HIFE

12. Basic (Loss) Earnings Per Share 12. 8RER (B51E) BF
The calculation of the basic (loss) earnings per share attributable to the equity AR TR EAEEERER (5518) BF HREAR

N

holders of the Company is based on the loss for the year attributable to equity

NEEREEE AR FEREE396,451,0008 7T (=

holders of the Company of HK$396,451,000 (2007: profit of HK$167,481,000) ZZLFRF 1 167,481,000/ 7T) RIZ 2 FEANRIT
and on 794,010,960 (2007:794,010,960) ordinary shares in issue during the year. HYE A 794,010,9608% (ZZZ L : 794,010,960)
FHE o
Diluted (loss) earnings per share is not presented as there were no dilutive HAMEFEIREAEEEH e ENEER  Fit
potential ordinary shares outstanding for both years. IR 2 55 R EE (B58) &R -
13. Investment Properties 13. REY
THE GROUP
KEH
HK$'000
FET
COST RS
At 1st September, 2006 REZBEXFHLA—H 10,459
Reclassification from buildings HEFAA 1,791
At 31st August, 2007 R-ZZEZEtFENAR=+—H 12,250
Reclassification from buildings HEFHAA 1,481
At 31st August, 2008 R-ZEZENENA=+—H 13,731
DEPRECIATION AND IMPAIRMENT MERRE
At 1st September, 2006 R=ZBZEREAA—H 229
Provided for the year =FERE 387
At 31st August, 2007 R-ZZLENA=+—H 616
Provided for the year eFERE 435
At 31st August, 2008 R-EZENFNA=T—H 1,051
CARRYING VALUES IREE

At 31st August, 2008 RZZEZENENA=+—H 12,680

At 31st August, 2007 R-ZZEZELFENR=1+—H 11,634
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13. Investment Properties (Continued) 13. IRE Y @)

The fair value of the Group's investment properties at 31st August, 2008 was AEBREVER_ZSZN\ENA=1T—HHLF
HK$39,440,000 (31st August, 2007: HK$23,178,000). The fair value has been B1E#%39,440,0008 T (ZEZELFNA=+—8 :

arrived at based on a valuation carried out by Centaline Surveyors Limited, a 23,178,000 7T) ° WA EETIE—BILNYZENE
firm of independent property valuers. The valuation was determined using THRRBZMMTERA AIRMGEREEETHEME
direct comparison approach with reference to comparable transaction available B WIEAEDUEEZELEEALSZ RS

in the relevant market. B 2R MEE °

The above investment properties are depreciated on a straight-line basis over Eii EYEUE REIRAE FHH50F UBREE

the shorter of the term of the lease or 50 years. REEVITE ©

All of the investment properties of the Group are situated in Hong Kong and REBNAEREVENDVREBLIRPAHEER

are held under medium-term leases. B
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14. Property, Plant and Equipment

14. 9% - B RRE

THE GROUP REH
Furniture,
Freehold fixtures and Plant and Motor  Construction
land Buildings ~ equipment machinery vehicles in progress Total
XABH B £B
L B¥ K& TR EHEE HH HREIR #BE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FEr FHT FHT FET FET
CosT B
At 1st September, 2006 R-ZEEARE
NAA—H 1,995 718,375 616,119 2,617,704 33,957 153,306 4,141,456
Currency realignment INEIBEER (195) (3,905) (1,734) (10,974) (327) (3,162) (20,297)
Additions Zm 166 2,320 27,232 159,873 8,207 147,853 345,651
Interest capitalised FEEEE — — — — — 4718 4718
Addition arise from acquisition XU — BB A &
of a subsidiary (k=i — 174 1,196 5,192 299 655 7,516
Reclassifications: il
- to investment properties - EREWE — (3411) — — — = (3411)
- others —Hfty - 84,251 39,064 62,044 297 (185,656) —
Disposals HE — (535) (724) (85,691) (2,019) — (88,969)
At 31st August, 2007 R-EZLE
NB=+—H 1,966 797,269 681,153 2,748,148 40,414 117,714 4,386,664
Currency realignment IR R 93 5,008 2,263 10,637 879 2,087 20,967
Additions 1840 — 12,507 45,393 176,422 3,146 318,576 556,044
Interest capitalised FEEEE — — — — — 4,003 4,003
Reclassifications: EEE
- to investment properties - EREWE — (2,642) — — — — (2,642)
- others —Hfty — 95,854 45475 85 — (141,414) -
Transfer to asset classifiedas ~ BEZ S BHISE
held for sale HENEE = (261,629) (119,884) (605,826) (7,792) — (995,131)
Disposals HeE — = (5,981) (134,913) (2,182) = (143,076)
At 31st August, 2008 R-BENE
NB=+—H 2,059 646,367 648,419 2,194,553 34,465 300,966 3,826,829
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14. Property, Plant and Equipment (Continued)

14. Y13 - BEES R ER1E @

Furniture,
Freehold fixtures and Plant and Motor  Construction
land Buildings ~ equipment machinery vehicles in progress Total
KABH B HE
21t BF e Bl B HEIRE BE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET T T FET FHT FET FET
DEPRECIATION AND TERAE
IMPAIRMENT
At 1st September, 2006 N=ZZRF
nA—H = 223,660 304,506 1,423,728 24,235 — 1,976,129
Currency realignment INEREER — (443) (1,404) (6,443) (158) = (8,448)
Provided for the year =FERRB = 29,862 67,884 146,674 4,285 = 248,705
Eliminated on reclassification 3R ZEIRE
to investment properties )G — (1,620) — — — — (1,620)
Eliminated on disposals HE RS — (150) (689) (72,938) (1,631) = (75,408)
At 31st August, 2007 R=ZTLF
NE=+—H = 251,309 370,297 1,491,021 26,731 — 2,139,358
Currency realignment INERE R — 247 812 4,850 472 — 6,381
Provided for the year =EERE — 29,671 70,402 144,718 4,549 — 249,340
Impairment loss recognised ARSI
in the consolidated RAHERH
income statement WEE% - 4,832 9,867 132,095 1,132 2,523 150,449
Eliminated on reclassification ~ FIEZRIRE
to investment properties i 6l — (1,161) — — = = (1,161)
Eliminated on classificationto ~ FBREZ D BAISE
assets held for sale HENEEME = (165334) (59,396) (508,821) (7,702) —  (741,253)
Eliminated on disposals o E R — — (4415) (122,199) (1,981) = (128,595)
At 31st August, 2008 REZENF
NE=+—H = 119,564 387,567 1,141,664 23,201 2,523 1,674,519
CARRYING VALUES REE
At 31st August, 2008 R-ZEENE
NE=+—H 2,059 526,803 260,852 1,052,889 11,264 298,443 2,152,310
At 31st August, 2007 R=ZZtF
NB=+—H 1,966 545,960 310,856 1,257,127 13,683 117,714 2,247,306
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14. Y13 - BEES R R 1E @

14. Property, Plant and Equipment (Continued)

THE COMPANY ZANN|
Furniture,
fixtures and Motor
equipment vehicles Total
& KB
&S] B #E
HK$'000 HK$'000 HK$'000
FET FET FET
COST RS
At 1st September, 2006 REZBZEXFHLA—H 33,898 3,154 37,052
Additions bl 3,180 — 3,180
Disposals HE (96) (872) (968)
At 31st August, 2007 R-ZZEZEENB=+—H 36,982 2,282 39,264
Additions bl 1,541 — 1,541
Disposals HE (10) — (10)
At 31st August, 2008 R-ZEZENENA=+—H 38,513 2,282 40,795
DEPRECIATION e
At 1st September, 2006 R=ZBZEREAA—H 28,150 2,441 30,591
Provided for the year =EERE 2,147 263 2,410
Eliminated on disposals o S AR (96) (872) (968)
At 31st August, 2007 R-ZEZELENA=+—H 30,201 1,832 32,033
Provided for the year =EERE 2,348 210 2,558
Eliminated on disposals o E R hEs (10) — (10)
At 31st August, 2008 R-ZEZENENA=+—H 32,539 2,042 34,581
CARRYING VALUES BREE
At 31st August, 2008 R-ZEZENENA=+—H 5,974 240 6,214
At 31st August, 2007 R-ZZEZEENB=+—H 6,781 450 7,231
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14. Property, Plant and Equipment (Continued)

The above items of property, plant and equipment are depreciated on a straight-

line basis at the following rates per annum:

Freehold land

Buildings

Furniture, fixtures and equipment
Plant and machinery

Motor vehicles

14. )2 ~ MEERFRE @
L - RSB UE SRR T HIERIFE

Nil KAFZFEW L i3
2% - 4.5% BF 2% - 4.5%
10% - 33% R EEREZE 10% - 33%

10% - 20% RS H#ES 10% - 20%
20% - 30% EH# 20% - 30%
DL EYIEREEE -

The carrying value of properties shown above comprises:

Freehold land

and buildings Construction
KAFEW in progress
T RIEF EEIR
2008 2007 2008 2007
HK$'000 HKS'000 HKS'000 HKS'000
FET FET FET FET
Properties situated in Hong Kong NREBURHEE
under medium-term leases BHENYE 22,680 24,970 — —
Properties situated outside Hong Kong: R E B LALIMNIYIZE -
Freehold KAFH 2,059 1,966 — —
Medium-term leases HEAEE 504,123 520,990 298,443 117,714
528,862 547,926 298,443 117,714

As at 31st August, 2007, the carrying value of property, plant and equipment of
the Group included an amount of HK$30,526,000 in respect of plant and

machinery held under finance leases.

Due to significant costs of replacement and continuous maintenance on
existing facilities and infrastructure, which were outmoded and aged, of
Dongguan Fuan, management of the Group decided to close down certain
divisions of Dongguan Fuan which was engaged in the manufacture of
particular products and accordingly, production capacity of Dongguan Fuan
was significantly narrowed down during the year. As at 31st August, 2008, this
closure plan is still in progress of being implemented and management
determined that the fair value less costs to sell of the relevant CGU which
comprises mainly property, plant and equipment of Dongguan Fuan is less than
its carrying amount. Accordingly, an impairment loss of HK$150,449,000 was
recognised by the Group for the year in the consolidated income statement.
The estimated fair value less costs to sell is determined by reference to the fee
quotations from independent third parties or recent market prices for similar

assets.

RIZZBZLENA=1+—R8  NEEYE - #eSK
REREETRUEEEENSEENREEES
30,526,00078 JT ©

HAREBZNRERBERERREICBERE
b TP REBRRIFEEEENRARA - HAEE
EEERERRERBLE T HBREREEmMAVEFT
BR - LA FERERRVEERDKIBBARM - R
“EENFNA=+—R - WEEMBIDIEET

MEEECHEAHRSELEVIEEREERN
YIZE - HERRREBHN A FEEMEERATERER
HE - Bt - AEBERFRELRS WRRER
150,449,000/8 TTHYRIEIR K © fhat A FEERKEE
BATIBER/UE=E 2 RESEEEEIH TS
BRMEE



FEEEE(EE)FBELT —zz FeH @

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - %R & B/t 75 3R 3% Fft &%
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15. Prepaid Lease Payments 15. S HEERIE
THE GROUP
REE
2008 2007
HKS'000 HK$'000
FET FET
The Group’s prepaid lease payments comprise: AEENFENHERBEE
Leasehold land situated in Hong Kong under NRBEBUTHEERS
medium-term leases Y £ it 19,172 19,665
Leasehold land situated outside Hong Kong NRBEBUINAREHEE
under medium-term leases and BEWN LR P
medium-term land use rights = fE AR 130,653 54,846
149,825 74,511
Analysed for reporting purposes as: MM SO
Current assets mENEE 3,237 1,905
Non-current assets FREEE 146,588 72,606
149,825 74,511
16. Goodwill 6. BE
THE GROUP
rEH
HKS'000
FET
COST 2%
At 1st September, 2006, 31st August, 2007 and RZEERFHLA—H  ZTZLHF
31st August, 2008 NB=+—BR=ZFFENFNA=+—H 2,503
IMPAIRMENT BE
At 1st September, 2006, 31st August, 2007 and RZZBZRENA—R - ZFZLHF
31st August, 2008 NB=+—BR=ZFFENFNA=+—H 2,503
CARRYING AMOUNT ARME(E
At 1st September, 2006, 31st August, 2007 and R-ZEERFNA—H  —FFLHF

31st August, 2008 NA=+—BR=FFN\FENA=1+—H _
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17. Interests in Subsidiaries

Y

17. BA5MTE A Rl

2008 2007

HKS$’000 HKS$’000

FET FET

Unlisted shares, at cost FEETRG ARSI 33,856 33,856

Amounts due from subsidiaries MBS A B P R R IE 3,549,521 3,249,651
Less:Impairment loss recognised R ER KT (560,043) (647,447)
2,989,478 2,602,204

Amounts due to subsidiaries PN PNGIEY S 350,109 74,930

The amounts due from subsidiaries are repayable on demand. Except for
amounts of HK$663,705,000 (2007: HK$492,428,000) which bear interest rate
with reference to the average effective interest rate in the bank borrowings of
the Group, the remaining balances are interest-free. In the opinion of the
directors, the amounts are expected to be realised within one year after the
balance sheet date and accordingly, such amounts have been classified as

current assets.

The amounts due to subsidiaries are repayable on demand.Except for amounts
of HKSNil (2007: HK$26,789,000) which bear interest with reference to the
average interest rate in the bank borrowings of the Group, the remaining
balances are interest-free. In the opinion of the directors, such amounts have

been classified as current liabilities.

MEARMAREREEREE  EFZEHE
663,705,00078 7T AIRR 7N (22 Z L © 492,428,000/
7)o WESESEREBRTEENFIIERFIE
SR BRTAEBAARE - REEENER » ZEX

IRARBEE -

RBATNEREEREE  EF2SBETHE T
BRINZEELE © 26,789,000/8 ) » hESFESE
AEERTEENTHBRRAETL AT EREIR
RE - RIEEENER  ZENBEWIIARBHEE
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17. LM A B @)
R-EBtE\B=+t—BR-ZT/\EN\A=1+—
AAATNESHEBATHBNT

17. Interests in Subsidiaries (Continued)
Particulars of the principal subsidiaries of the Company at 31st August, 2007

and 31st August, 2008 are as follows:

Place/country of Issued and Proportion of nominal
incorporation/ fully paid value of issued share capital/
registration share capital/ registered capital

Name of subsidiary and operation

registered capital

held by the Company

Principal activities

AR AL/ BEITR EUNGIESS
BRREX BEH BEITRA/
MEAR A FriEst/BIR RRA /B IRA ZRRAEENL R TEXHB
Directly Indirectly
B i
2008 2007 2008 2007
% % % %
Dongguan Fuan (note a) The PRC HK$586,980,000 — — 51 51 Knitting, dyeing and
ReB/Z (Hfzta) R 586,980,00078 T sales of dyed fabrics
and yarns
$ - REAHE
BHREY
Dongguan Fuquan Garment ~ The PRC  United States Dollar — — 55.5 55.5 Production and sales of
Co,, Ltd. (note b) H (“USD")3,499,352 garments
RERFERERAF (2007: USD1,478,900) SUERSHEMK
(Bzzb) 3,499,355 7T
(2007: 1,478,900 7T)
Dongguan Fuyuen Garment The PRC HK$7,500,000 — — 95 95 Production and sales of
Limited (note ) HE 7,500,00058 7T garments
REBRHTERAH SHERSHERIK
(Htzta)
REBEREBRAF The PRC HK$15,000,000 - - 100 100 Production and sales of
(note b) (Kfztb) HE 15,000,008 7 garments
SUERSHERIK
Dong Guan FuYi Apparel The PRC HK$12,800,000 — — 100 — Production and sales of
Co., Ltd. (note b) H (2007: HK$Nil) garments
RERRREERDF (Hfzb) 12,800,000/ 7 SUERSHEMK

(2007 : BB 7T)
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17. Interests in Subsidiaries (Continued)

Place/country of
incorporation/

registration

Issued and
fully paid

share capital/

17. AL D B

Proportion of nominal
value of issued share capital/

registered capital

2

m (%)

=

Name of subsidiary and operation registered capital held by the Company Principal activities
AL/ BETR ARAR s
BRkEx HER BEATIRA/
L= PNCIES PriEst/BIR R/ BT BRAEENL R TERHB
Directly Indirectly
Ef ik
2008 2007 2008 2007
% % % %

Dongguan Shatin Lake The PRC HK$257,500,000 — — 95 95 Dyeing, printing and sales
Side Textiles H 257,500,00078 T of dyed fabrics
Printing & Dyeing Co,, Ltd. & ENHEERR
(“Dongguan Shatin Lake
Side”) (note a)

REDHEBBHE
BIPL |
(REDHER]) (Hizta)

BYEEHBERLH The PRC USD5,100,000  — — 100 100 Production and sales of yarns
(note b) (KfaZb) F 5,100,0007 7T SUERSHERD

Folktune Limited Hong Kong HK$2 100 100 — — Investment holding

BRERATA A 2B REZR

Fountain Set Limited Hong Kong HK$3,000,000 100 100 — — Trading of dyed fabrics

BHEXERAR BB 3,000,000/ 7T and yarns

enREYVES

Fountain Set Textiles (B.C.) Canada Canadian Dollar 80 80 — — Trading of fabrics and
Limited mex (“CAD") 500,000 garments

(Common shares) WREKES
500,00007T
(EER)

Fountain Set Textiles (Ontario) Canada CAD 300,100 51 51 — — Trading of fabrics and
Limited mEx (Common shares) garments

300,100417C BRAKRES

(BER)
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17. Interests in Subsidiaries (Continued)

Place/country of Issued and

incorporation/ fully paid

registration share capital/

17. LM A B @)

Proportion of nominal
value of issued share capital/

registered capital

Name of subsidiary and operation registered capital held by the Company Principal activities
AL/ BETR LUNCIliESS
BRRER HEM BEITRA/
(i PNCIE=S PrEst/BIR R /2 e A ERAEBENL R TEXB
Directly Indirectly
B ik
2008 2007 2008 2007
% % % %

Goldlink Thread Limited Hong Kong HK$5,000,000 100 100 — — Trading of sewing threads
EEBEBERAT B 5,000,000/8 7 HOBRES
Highscene Limited Hong Kong HK$3,000,000 — — 100 100 Trading of yarns
EERRATE EiE 3,000,000/ =t
Hiway Textiles Limited Hong Kong HKS2 — — 100 100 Trading of garments
BEHBERAR BE 28T BRKE S
Jiangyin Jintian Machinery The PRC USD12,000,000 — — 100 100 Manufacturing of

Limited (note b) HE] 12,000,0005 7T machineries
TlREREHERAR SUEH

(Hzto)
Jiangyin Fuhui Textiles Limited The PRC USD78,000,000 — — 100 100 Knitting, dyeing and sales

(note b) FEl  (2007: USD67,000,000) of dyed fabrics and yarns
TRRESSHERAR 78,000,0003 7T §H - RENEE

(Hzto) (2007 : 67,000,000 7t) enkesd
IF A EERGSERAR The PRC HK$28,000,000  — — 100 100 Production and sales

(note b) (fffztb) R 28,000,000 7T of yarns

SEREERY

Kaiping Hui Hua Textiles The PRC USD615,414 — — 100 100 Production and sales of

Limited (note b) FE] 615414 7T yarns
HTEZHEERAA SUERSHERY

(Hfz#b)

@



FOUNTAIN SET (HOLDINGS) LIMITED

2008 Annual Report

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS « %2 & Bf R F M =T

For the year ended 31st August, 2008
BE—ZELEN\FNA=FT—HILFE

17. Interests in Subsidiaries (Continued)

Place/country of
incorporation/

registration

Issued and
fully paid

share capital/

17. AL D B

Proportion of nominal

value of issued share capital/

registered capital

2

m (%)

=

Name of subsidiary and operation registered capital held by the Company Principal activities
ML/ BETR ARAR s
BRRER HEM BRITRA/
L= PNCIES PriEst/BIR R/ BT ZRRAEENLR TERHB
Directly Indirectly
Ef ik
2008 2007 2008 2007
% % % %

Lake Side Printing Factory Hong Kong HK$2 100 100 — — Trading of fabrics and

Limited &8 28T investment holding
BEHTERERAR HEESRREER
Ningbo Young Top Garments The PRC USD12,999,990 — — 55.5 55.5 Production and sales of

Co., Ltd (“Ningbo Young Top”) B (2007:USD8,000,000) garments

(noteb) 12,999,990% 7T SUERSHEMK
BRAMETERLT (2007 : 8,000,000%TT)

(MERARE D

(o)
Ocean Lanka (Private) Democratic Sri Lanka Rupee — — 60 60 Knitting, dyeing and

Limited Socialist (“LKR") 985,000,000 sales of dyed fabrics

Republic 985,000,000 tt S FEANEE
of Sri Lanka =¥
HERFRE
HEEHRHA

Ocean Yarn Dyeing Factory Hong Kong HKS2 100 100 — — Investment holding

Limited &E 28T REER
BEROBBRAA
Prosperlink (Macao Macao Macau Pataca — — 100 100 Trading of yarns, dyestuffs

Commercial Offshore) ®BF (“MOP”) MOP100,000 and chemicals

Limited 100,0008# BOREBLHES
BEE(RPIE R R

BRAH
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17. Interests in Subsidiaries (Continued) 17. BB A Rl = @)
Place/country of Issued and Proportion of nominal
incorporation/ fully paid value of issued share capital/
registration share capital/ registered capital
Name of subsidiary and operation registered capital held by the Company Principal activities
AL/ BEITR LUNCIliESS
BrkEE MR BEATIRA/
HiE 2 = 8 gt /BR R/ BT R A ERAEBENL R TEXK
Directly Indirectly
B i
2008 2007 2008 2007
% % % %

HETEXGAERAE The PRC HK$1,000000  — - 100 100 Production and sales of

(note b) (Fffztb) R 1,000,000/ 7T yarns

BUERSHERY

Triumph Luck Limited Hong Kong HK$1,000,000 — — 55.5 55.5 Trading of garments
HEERAH i 1,000,000/ 70 BRES
Yancheng Fuhui Textiles Limited The PRC USD25,250,000 — — 100 100 Knitting dyeing and sales

("Yancheng Fuhui”) (note b) B (2007:USD5,250,000) of dyed fabrics and yarns
ERRESHERDA 25,250,000% ¢ §H - e

(EESHARE ) (2007 : 5,250,000% 7¢) HEBHREY

(Ffztb)
Notes: Bifat -
a. Companies are established as cooperative joint ventures in the PRC. a. MABIUEELENEERRNRIBATE
b.  Companies are established as wholly foreign owned enterprises in the PRC. b. RHPBEIUIIEBELEMINAT -

The above table includes the subsidiaries of the Company which, in the opinion B ERDBNMB AR IERA AR ESRAEEAR
of the directors of the Company, principally affected the results of the Group FEEERAEBNEEINEERBBEREEFE
for the year or formed a substantial portion of the assets and liabilities of the MRS o KA BESRAHIIEMHE D RNFE
Group at the balance sheet date. To give details of other subsidiaries would, in SolIHREBRILE °

the opinion of the directors of the Company, result in particulars of excessive

length.

None of the subsidiaries had any debt securities outstanding at the end of the AAREEREFREAFE AR - B R &
year or at any time during the year. EIEISESEER o



FOUNTAIN SET (HOLDINGS) LIMITED 2008 Annual Report

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - 424 B & R R KT 5T

For the year ended 31st August, 2008
BE—ZELEN\FNA=FT—HILFE

18. Interests in Jointly Controlled Entities

18. FE{l St 42 S MRS A 3

THE GROUP
REE
2008 2007
HK$'000 HK$'000
FET FET
Share of net assets of jointly controlled entities L EERIMEN EEFE — —
Amounts due from jointly controlled entities Ht[E 1 FIHAE BT R K8 — 34,336
Less: Impairment loss recognised W ORER AR — (21,907)
— 12,429

On 11th April, 2008 and 30th May, 2008, the Group disposed of its entire interest
in the issued share capital of the jointly controlled entities, Simking
Development Limited and Hoopeston Limited, to independent third parties at
consideration of HK$2,060,000 and HK$8,805,000, respectively. During the year,
amounts due from jointly controlled entities were fully repaid. Accordingly,
accumulated impairment loss on the amounts due from jointly controlled
entities of HK$21,907,000 made in prior years, in relation to Simking
Development Limited and Hoopeston Limited was reversed and recognised as

income during the year.

During the year ended 31st August, 2007, the amounts due from jointly
controlled entities were repayable on demand and in the opinion of the
directors, the amounts were expected to be realised within one year after the
balance sheet date and accordingly, such amounts had been classified as current

assets.

R-ZBZENFENA+-—BR=ZZENFHEA=1+H
AEEKER LR EHBEE  BRERARAAIR
Hoopeston Limited 2 TR AN 2 R HETEL
%=% KREDHI%2,060,000/%T8,805000%
T FR O HEEGHEEBMARIEES 28EE - B
It RBAEFEBRERRRERRA T KHoopeston
Limited B9 4k [B 22 I 48 Bt R RIE Y R 5HRER &
21,907,000/ 7T © ERFREE A EZHBA °

RBEZZZCtFN\A=1T—HILFE - HEZHH
BRARCEREEREER  URBESNER - 25
REEHREE AR —FRAEER - Bt - Z5F0R
BINBRBEE °
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18. Interests in Jointly Controlled Entities (Continued)

The summarised financial information in respect of the Group’s jointly controlled

entities, extracted from the relevant unaudited financial information, which were

accounted for using the equity method is set out below:

e IS AR M EE

18. FE{E K FZEHIHERER @
AEEWHREHBE RS E AR - B EARRR
EERNPBER  HRBEREBMT -

2008 2007

HKS’000 HKS’000

FET FET

Non-current assets FRBEE — 21,921

Current assets RBEE — 1,498
Current liabilities RBARE — (69,560)
Net current liabilities REBEEFE — (68,062)
Non-current liabilities FRBEE — (1,045)
Net liabilities 8E&FE — (47,186)

Income [ON — 3,369

Expenses F i — 1,404

The Group had discontinued recognition of its share of (gain) losses of its jointly

controlled entities. The amounts of unrecognised share of those jointly

controlled entities, extracted from the relevant unaudited financial information,

both for the year and cumulatively, are as follows:

REBECRILHRRDEEG L EEHEEN (BA) B
18 - WIREERREELNNBER - RFEERR
Y ARFERD (L L EIR BB SR T

2008 2007
HKS'000 HKS'000
FET FET
Unrecognised share of gain of jointly controlled RFE R AREREL L
entities for the year EEHIEE R EF — (785)
Accumulated unrecognised share of losses of Rt R EREL £
jointly controlled entities EHIEENEE — 23,593
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18. FE{E L E = F MBS @)
R-BBLENB=+—0 » AEEHLRZRHIE
HEMT

18. Interests in Jointly Controlled Entities (Continued)
Particulars of the jointly controlled entities of the Group at 31st August, 2007

were as follows:

Proportion of

nominal value of

Place of issued ordinary
Form of incorporation share capital indirectly
Name of entity business structure and operation held by the Company Principal activity
ZAYNE|
e SRR AL R GRS
B2 EEr =R ERTRAEENLE TEEK
%
Hoopeston Limited Incorporated Hong Kong 50 Property holding
NGIFEE B FEME
Simking Development Limited Incorporated Hong Kong 50 Property holding
BRERRERAT NCIFEE S FEM=
19. Inventories 19. 7€
THE GROUP
REH
2008 2007
HK$'000 HK$'000
FET FHET
Spare parts B 165,561 194,515
Raw materials Rt 714,273 981,959
Work in progress HEE 311,010 334,467
Finished goods SIRL MR 274,837 311,692
1,465,681 1,822,633
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20. Trade and Other Receivables 20. EXER HAMEWTKIE
THE GROUP
REE

2008 2007

HKS’000 HKS'000

FET FET

Trade receivables &R GRIE 1,101,330 1,465,186
Less: allowance for doubtful debts o REREE (52,132) (19,740)
1,049,198 1,445,446

Value-added-tax recoverable A E S E R 43,118 77,020
Deposits, prepayments and other receivables FHiZS « ANFEREMERTIE 113,343 131,995

1,205,659 1,654,461

The Group allows an average credit period from 30 days to 90 days to its REERMBFIF0Z0RBHATEEE - EEEW
customers. The following is an aged analysis of trade receivables net of FIE (MR RAREE) WERROMWT ¢

allowance for doubtful debts:

THE GROUP
KEE
2008 2007
HK$'000 HKS'000
FET FET
Trade receivables EEERGRIR
Not yet due REIE 566,719 799,187
Overdue 1 - 30 days BHEA1 - 30K 246,935 312,492
Overdue 31 - 60 days #BHA31 - 60K 128,256 205,387
Overdue > 60 days AERBIB60OR 107,288 128,380
1,049,198 1,445,446
Before accepting any new customer, the Group will assess the potential REBREMNEIREEFA > BETEREERTFN

customer’s credit quality and defines its credit limits. Credit sales are made to EEEZRATCHEERE - CEHEEKSHETEE
customers with a satisfactory trustworthy credit history. Credit limits attributed MERIFNER - BEREERATH TR o A&
to customers are reviewed regularly. Trade receivables that are neither past due BRSBTS R ENE RN IE R RIF A

nor impaired have good track records with the Group. FOE% ©
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20. Trade and Other Receivables (Continued)

Included in the Group's trade receivables balance are debtors with an aggregate
carrying amount of HK$482,479,000 (2007: HK$646,259,000) which were past
due at the balance sheet date for which the Group has not provided for
impairment loss, as there has not been a significant change in credit quality
and the amounts are still considered recoverable based on the historical

experience.The Group does not hold any collateral over these balances.

Ageing of trade receivables which are past due but not impaired:

&R H MW EWFIR @)
BREEARSEEE R WFIE AN AR S HIRE
{E%3482,479,0008 T (Z2Z L : 646,259,000/8
) ERGEHAERE - AiMEEE R RE AEE)
BRERIEHZELBNR AT TFWE - AEEL
ER U HRER R RS - AEENWEMZE AR
BRI o

BRERTRENERERFIRNRE

2008 2007

HK$'000 HK$’000

FET FET

1-30days 1—30K 246,935 312,492
31-60 days 31—60K 128,256 205,387
> 60 days HBiE60X 107,288 128,380
482,479 646,259

No interest is charged on the trade debtors.The Group has provided fully for all
trade receivables over 360 days because historical experience is such that trade
receivables that are past due beyond 360 days are generally not recoverable.
Trade receivables between 60 days and 360 days have been provided for based
on estimated irrecoverable amounts from the sale of goods, determined by

reference to past default experience.

EERUERRTTATE - REBECHBIBI60KM

FrEE ¥ EIGIEZHEHERE » WIRNBELER
BT BB B360RNE EEBKFIE—REZEER
[B] - 60K E360K Z BRI & EEWRIEDIRHEE M
AN E £ B S E BT R R FTEE Mt
REHE o

Movement in the allowance for doubtful debts are as follows: RIREENEBOT ¢
2008 2007
HKS000 HKS'000
FEr FET
Balance at beginning of the year FH4EER 19,740 18,380
Impairment loss recognised on trade receivables,net & 2% £ EWFIE RRER K FE 32,879 11,348
Amounts written off as uncollectible WEE A Uk @ £ 58 (515) (9,766)
Currency realignment FE 5 52 28 (222)
Balance at end of the year FRERR 52,132 19,740
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20. Trade and Other Receivables (Continued)

Included in the allowance for doubtful debts are individually impaired trade
receivables with an aggregate balance of HK$52,132,000 (2007:HK$19,740,000)
that are considered irrecoverable by management after consideration on the
credit quality of those individual customers, the ongoing relationship with the
Group and the ageing of these receivables. The Group does not hold any

collateral over these balances.

The Group's trade and other receivables that are denominated in currencies

other than functional currencies of the relevant group entities are set out below:

20. EE R H A EWFRIE @)
RIEEBMBEEIE A HE82852,132,000/8 T (Z2FL5F ¢
19,740,000587T) FE B EE £ EWGE - EEEL

ZERWHIRNIRRE - RRAZFRNFIRELR
| o REEWE ZEERIFHEMIER -

A B R S B B R Th AL S DU S
REAMREREERFIT :

2008 2007
HK$’000 HK$'000

FEx FET

Renminbi (“RMB”) AR 90,710 38,162
usD EV 466,451 701,987

21. Bank Deposits with Restricted Use/Short-Term Bank
Deposits/Bank Balances and Cash

The bank deposits with restricted use represent deposits placed by the Group

that are with restricted use for tax and custom duties to be incurred by the

Group which will expire within one year from the balance sheet date and are

therefore classified as current assets.

The restricted bank deposits carried market interest rate ranging from 0.72%
10 0.81% (2007:0.72% to 0.81%) per annum.Bank balances and short term bank
deposits carried market interest rates ranging from 0.15% to 4.80% (2007:0.72%

t0 4.90%) per annum.

21. BERBIABRITER/EHRITE
RBITEERRAE

ARG RRMRITIER e EENRIT R B AR

FIRRY » ARSEBERER B - 0RR - 2%

ARG FRIBMRITIER - WEH BB —FREE -

RUtZSERRFIRRBEE -

BRFMNBITERDETBEERNENF0.72%F
0.81% (ZZZ L : 0.72%F0.81%) 5T & © $R1T4
FREHBRITFERIETSEFNZENF0.15%%24.80%
(ZEELHF 1 072%F4.90%) 5T & ©
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21. Bank Deposits with Restricted Use/Short-Term Bank 21. BRI ARNIRITER/EERITE
Deposits/Bank Balances and Cash (Continued) RARTHEEFRRAE @)

The Group’s and the Company’s bank deposits with restricted use, short-term REERAATUHESE SRR UGS

bank deposits and bank balances and cash that are denominated in currencies BERERGIAZRNIRITER LRI ERRIRTE

other than functional currencies of the relevant group entities are set out below: ERESHEIWOT :
THE GROUP THE COMPANY
rEH ARAF
2008 2007 2008 2007
HK$’000 HK$'000 HK$’000 HK$'000
FET FET FET FET
RMB AR 84,507 53,900 — —
usD ET 287,483 326,348 20,887 16,002
22. Trade and Other Payables/Bills Payable 22. BENEMENFIE/ENEE
THE GROUP
rEE
2008 2007
HKS'000 HK$'000
FET FET
Trade and bills payables EERNTREREMNEE 521,154 983,440
Accruals FEETRRIR 160,313 174,864
Other payables H AR 138,893 122,323

820,360 1,280,627
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22. Trade and Other Payables/Bills Payable (Continued)

The following is an aged analysis of trade payables at the balance sheet date:

22. ExR R EMENRE/ENRE @
REHR  BEXEATANRRANAT :

THE GROUP
rEE

2008 2007

HKS'000 HK$'000

FET FET

Not yet due REIEA 278,030 415,778

Overdue 1 - 30 days BHA1 - 30K 38,443 39,463

Overdue 31 - 60 days BHA31 - 60K 26,550 17,609

Overdue > 60 days BEIRIB60R 15,428 11,060

358,451 483,910

All bills payable of the Group are not yet due at the balance sheet dates.

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

all payables within the credit time frame.

The Group's trade and other payables and bills payable that are denominated
in currencies other than functional currencies of the relevant group entities

are set out below:

REER - ZEBEMERNRBIGREH -

BENTHEERR0REI20RX - AEBEREH
BREBEERR - UHERAEERMRRIIENMEEN

FRA e

REELERSEEER LR UNERIHENEE
REMENFEREMREEIMT

2008 2007
HK$’000 HK$'000

FET FET

RMB AR#E 210,091 258,945
usD ES 285,704 614,174

23. Amounts Due to Minority Shareholders

The amounts are unsecured, interest-free and repayable on demand.

23. XA ERRFIE

ZEFRWEIER - B REEREE -
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24. Deferred Income 24 RIEWA

During the year, the Group received a government subsidy of HK$72,912,000 RER » AEED W —BEUF#RE72,912,000/8 7T
for purchase of certain assets, which has been deferred to recognise as income ARBEETEE MR EEEEFERFENRERA
over the useful lives of the relevant assets. The government grant can be WA o BUN S ATAZRE B E B Bisk Z AIZ R E
recognised upon the fulfillment of condition that the Group would have FEIMIB A TIRES TRENIRTERER - AAF=E
invested certain amount in a PRC subsidiary on or before the stipulate date. ERRTEBEREDERGY - TR - ERZEE

The directors of the Company are in the opinion that the Group is able to fulfill YA FE R IEFE T TH & 2 18,228,0007/8 TT ©

this condition. Deferred tax assets of HK$18,228,000 have been recognised in

respect of such deferred income during the year.

25. Restructuring Provisions 25. EAEERE
THE GROUP
REE
2008
HKS$'000
FET
At 1st September, 2007 R-ZEZLtFHhA—H —
Provided for the year FRRE 56,400
Utilisation of provision ERRE (44,705)
At 31st August, 2008 R-ZZEENFENR=+—H 11,695
The provision is expected to be utilised within one year after the balance sheet WIEREERRGEER R —FRNER
date.
During the year, due to the closure plan of certain divisions of Dongguan Fuan, RER » ARREELE THMNEERE . RA&E®

management of the Group decided to terminate employments of a significant BEEBRERHERAXZES - it - AREERE
number of employees. Accordingly, employee termination benefits in the AR EE4)54,270,0008 TR ILEE 2 BFIX
aggregate amount of approximately HK$54,270,000 was recognised by the i o

Group for the year.

In addition, under the closure plan, certain plant and equipment of Dongguan A - ERARAGTEIT - ERER=REMNSE THER
Fuan was identified for relocation to other factories of the Group. Accordingly, RESBRREAEEEMEKE © Bt - AREERE

a restructuring cost in relation to relocation of plant and equipment of AR BB TS SRR 2 MRS I % (T R2,130,00058
Dongguan Fuan amounting to HK2,130,000 was recognised by the Group TTAEHRA °

during the year.

Details of the closure plan are disclosed in note 8. BARR T BIMVEE B IR KT R8I B ©



FEEEE(EE)FBELT —ss ==F @

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -« #r& B 7% 3R & i =%

For the year ended 31st August, 2008
BE—EENEFNA=T—HIFE

26. Bank Borrowings/Bank Overdrafts 26. RITBE RITEX
THE GROUP THE COMPANY
rE ARAF]
2008 2007 2008 2007
HK$'000 HK$'000 HKS$’000 HK$'000
FET FET FET FET
Bank loans RITEE 2,191,911 2,091,050 1,859,439 1,758,930
Import bills loans EOMBRK 87,936 92,091 — —
Bank overdrafts RITEX 4,086 2,561 — —
2,283,933 2,185,702 1,859,439 1,758,930
Repayable as follows: ERTHIEREERER ¢
On demand or within one year EEREES —FA 551,849 408,879 277,355 132,107
More than one year, but not —F L EE
exceeding two years TR 572,568 462,830 422,568 462,830
More than two years, but not MEL EE
exceeding five years THREHF 1,159,516 1,313,993 1,159,516 1,163,993
2,283,933 2,185,702 1,859,439 1,758,930
Less: Amount due on demand or o EEREER
within one year shown under —FREHERE
current liabilities BAREAEEE
- bank borrowings —RITEE
— due within one year ——FRZH (547,763) (406,318) (277,355) (132,107)
- bank overdrafts —#RITEX (4,086) (2,561) — —
Amount due after one year —FRIEE 1,732,084 1,776,823 1,582,084 1,626,823
The above bank borrowings are unsecured at the balance sheet dates. REER - LlPRITEE LMK o

The bank and other borrowings of the Group and the Company are variable REBRAARNVRITREMEERZEMEE » 25
rate borrowings which carry interest rates ranging from Hong Kong Interbank NFREBRITRAIZERE (FBERITEFEFED L
Offered Rate (“HIBOR”) plus 0.4% to HIBOR plus 1.5% (2007:ranging from HIBOR 0.4%ZHBIRTRIFEREM E15% (ZFELF © N

plus 0.45% to HIBOR plus 1.5%) and HIBOR plus 0.4% to HIBOR plus 1.5% (2007: F&EBRITEZEIREMN L045%E B BRITRIZERE
ranging from HIBOR plus 0.45% to HIBOR plus 1.5%), respectively. hnE1.5%) RIZEBIRITEIZEFR S M L04%EEEBR

TREREME15% (ZEELF - NFHBRTRE
EIRE N L0.45%FZFBRITEZEREM L1.5%) 5t

B o

SN
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26. Bank Borrowings/Bank Overdrafts (Continued)

The average effective interest rate on the bank borrowings of the Group and
the Company is 3.74% and 3.42% (2007: 4.92% and 4.69%) per annum,
respectively. In addition, the average effective interest rate on the bank

overdrafts of the Group is 3.07% (2007: 3.83%).

The Group’s bank borrowings and bank overdrafts that are denominated in
currencies other than functional currencies of the relevant group entities are

set out below:

26. BITIEE RITEX @)
REBRAQRBRTEENFEHERERNEZD IR
3.74%K%3.42% (ZEZLF 1 4.92%K%4.69%) ° Lt
o REBRITEI N FIGBERFIER3.07% (=2
ZHF 3.83%) °

FEB RS EER RS W NS THERT
BERBTEHIIMT

THE GROUP
rEH
2008 2007
HKS'000 HK$'000
FET FET
RMB AR 22,472 —
usD =T 62,601 16,415
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27. Obligations under Finance Leases

27. A E R IRRK

THE GROUP
rEH
Present value
Minimum of minimum
lease payments lease payments
REHESERH
REHESERH WREEE
2008 2007 2008 2007
HK$'000 HKS'000 HKS$'000 HK$'000
FET FET FET FET
Repayable as follows: AR THHARERE :
Within one year —FR — 444 — 439
More than one year, but not —FLEE
exceeding two years THRBME — — = =
- 444 - —
Less: Future finance charges B RIS E A = (5) = =
Present value of lease obligations HERNERRNRE — 439 — 439
Less: Amount due within B —FREREHE
one year shown EAREBARS
under current liabilities 1HH — 439
Amount due after one year —FRENERE = =

The Group's obligations under finance leases are secured by the lessors’ charge

over the leased assets.

Itis the Group's policy to lease certain of its plant and machinery under finance
leases.The lease term is five years.The average effective interest rate (which is
also equal to contracted variable interest rate) of the Group’s obligations under
finance leases is 5.44% (2007:7.80%) per annum.No arrangements have been

entered into for contingent rental payments.

AEENFHEERMRT U HBANBEEESE
AR

REBENBRDIAMBHEESNAERE S THREH
2 - HEFHALE  FAEENKASRNIRRNOT
HERERNR (W EREFT LT EAIR) £5.44%
(Z2ZLHF 1 780%) ° WEFREETEAZE -
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28. Derivative Financial Instruments 28. 0TSRRI A
Derivatives not under hedge accounting: FHBEHARNITAETA ¢
THE GROUP
REE
Current Non-current
FE IERED
2008 2007 2008 2007
HKS'000 HKS'000 HKS'000 HKS'000
FET FET FET FET
Derivative financial assets PTTESREE
Foreign currency forward contracts EHIMNESH 15,876 12,272 — —
Interest rate swap F 2= 4 HY — — 7,175 =
15,876 12,272 7,175 —
Derivative financial liabilities TEESHMEs
Foreign currency forward contracts EHIMNESH 9,921 — — —
Interest rate swap F 2= 4 HA — 496 2,309 —

9,921 496 2,309 =
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28. Derivative Financial Instruments (Continued) 28. THE R T A @)

The principal terms of the foreign currency forward contracts outstanding at REHEB > BARZHNRBAINE S 2 EZHERM
the balance sheet date are as follows: T

Notional amount Currency conversion

BT EiEin

31st August, 2008:
—ZT\FNA=+—-A:

28 contracts to sell USD61,000,000 in total USD1:RMB6.4240 to 6.8553
2813 B H A +£61,000,000E T EH 1370 7.6.4240%26.8553 A R#E
28 contracts to buy USD61,000,000 in total USD1:RMB6.3194 to 6.7947
281 B A& £61,000,000E TTHI & 4 12578 5.6.3194%6.7947 A R

31st August, 2007:
—EE+FENA=T—RH:

5 contracts to buy USD6,000,000 in total HK$1:USD7.6950 to 7.6998

5B A& $6,000,000E THEH 178 H,7.695027.69983% 7T

26 contracts to sell USD106,000,000 in total USD1 :RMB7.3993 to 7.6280

26478 5 $£106,000,000E TTHE H 170 57.3993%7.6280 A R ¥

26 contracts to buy USD106,000,000 in total USD1 :RMB7.2730 to 7.5518

2617 B A &3106,000,000E T & #I 13X H7.273087.5518 AR
The above contracts will mature within one year (2007: one year) after the ERENEBEERRT —F(CEELE  — PR
balance sheet date. Z|H -

The principal terms of the interest rate swap outstanding at the balance sheet REER - EARZENAIREE 2 EEHRAHAT ¢

date are as follows:

Notional amount Interest rate swaps

EEEH A== 5

31st August, 2008:
—ET/\FNAA=+-8:

4 contracts with HK$800,000,000 in total From HIBOR to fixed rate ranging from 2.40% to 4.07%
443 & $£800,000,000/8 THI &4 HEBRITEEFEEEERN F240%E4.07%

31st August, 2007:
—EELFNA=+-8:

A contract with HK$72,000,000 From HIBOR to London Interbank Offered Rate (“LIBOR”)
— & $£72,000,0008 TTHI & 4 HEBRTEEFEEEMBRTEEFE (RBEBITRZEFED
The above contracts will mature within five years (2007: one year) after the ERENEBEERRTEFE (CEELE  — PR

balance sheet date. BHR o
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28. Derivative Financial Instruments (Continued)

Derivatives not under hedge accounting:

28. TSR T A @
FEIBEHARNETETE ¢

THE COMPANY
FIN/NG]
Current Non-current
B JERED
2008 2007 2008 2007
HKS'000 HKS’000 HKS’000 HKS$’000
FET FET FET FET
Derivative financial assets PTHESRIEE
Foreign currency forward contracts EHIMNESH 15,876 3,145 — —
Interest rate swap F 2= 4 HY — — 7,175 =
15,876 3,145 7,175 —
Derivative financial liabilities TEESHMEs
Interest rate swap F=3= HA — 496 2,309 —

The fair values of the above derivative instruments are calculated in accordance
with generally accepted pricing models based on quoted forward exchange
rates and discounted cash flow analysis based on the applicable yield curves

of interest rates which were provided by counterparty financial institution.

HHESTE TANAFEEDRBEAREBERN - U
BT 75 MBHBIR AAVE AR RIS th AR FrEEE B
SEHEXERURESREBEONEEME o
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28. PTE SR T B )
The principal terms of the foreign currency forward contracts outstanding at REHEB > BARZHNRBAINE S 2 EZHERM

28. Derivative Financial Instruments (Continued)

the balance sheet date are as follows: T :

Notional amount Currency conversion

EEETHE Efswg

31st August, 2008:
—ZEENFNA=F+—H:
28 contracts to buy USD61,000,000 in total
2817 B A& +£61,000,000 T EH

USD1 :RMB6.3194 to 6.7947
1328 7.6.319426.7947 A R #E

31st August, 2007:
—FTLHFNA=F+—-R8:

5 contracts to buy USD6,000,000 in total

S E A& 36,000,000E THER

26 contracts to buy USD106,000,000 in total
2643 B A5 $£106,000,000% TTHE 4

HK$1:USD7.6950 to 7.6998

17878 H.7.6950 2 7.69983< TT
USD1:RMB7.2730 to 7.5518
1% 57.273087.5518 A R

The above contracts will mature within one year (2007: one year) after the PRENKBEAEBERRET —F (CZELF  —HR
balance sheet date. E|H o
The principal terms of the interest rate swap outstanding at the balance sheet REER - EARZIENAIREH 2 T EHRAHAT ¢

date are as follows:

Notional amount Interest rate swaps

EEEZH FRi= 5

31st August, 2008:
—EENFNA=+—8:
4 contracts with HK$800,000,000 in total
4174 ££800,000,0008 TTHI & 4

From HIBOR to fixed rates ranging from 2.40% to 4.07%
HBEBRITEEFREEEE RN F2.40%ZE4.07%

31st August, 2007:
—EELFNA=T—H:
A contract with HK$72,000,000
— 184 72,000,000/ TR &4

From HIBOR to LIBOR
HEBRTEEZEREEZHBBITEAERS

The above contracts will mature within five years (2007: one year) after the FRENEEAERBHEE CEELFE — )R
,H'q o

balance sheet date. 2|
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29. Deferred Tax 29. IEAERL 1B

The following are the major deferred tax liabilities (assets) recognised by the REBERAD T AR EH B RBERE H RN
Group and the Company and movements thereon during the current and prior FTEREEHIEEE (BE) RESBHNT :

reporting periods:

THE GROUP
REH
Accelerated
tax Tax
depreciation losses Others Total
RAIBBIE BIBEE Hith BE
HKS'000 HK$'000 HK$'000 HK$'000
FHET FHET FHET FHET
(notea)
(Htita)
At 1st September, 2006 RZEEAENE—H 2,298 (10,158) (6,890) (14,750)
Charge to the consolidated R E U RA
income statement MR 210 5,694 845 6,749
At 31st August, 2007 R-EELHENA=1+—H 2,508 (4,464) (6,045) (8,001)
(Credit) charge to the consolidated RiRE Wl RR
income statement 8 Gt A) (226) 3,079 10978 13,831
Arising from deferred income (note 24) HRIEEW A S| (HfzF24) — — (18,228) (18,228)
Effect of change in tax rate (note b) BREZBNTE (Hiztv) (143) — — (143)

At 31st August, 2008 R=ZEEN\ENA=1+—H 2,139 (1,385) (13,295) (12,541)
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29. Deferred Tax (Continued)

As at 31st August, 2008, the Group had unused tax losses of approximately
HK$334,000,000 (2007: HK$133,000,000) available for offset against future
profits. A deferred tax asset has been recognised in respect of approximately
HK$8,000,000 (2007:HK$37,000,000) of such losses, which represent tax losses
generated by certain of the Company’s subsidiaries as it is expected that future
taxable profits will be available against which the tax losses can be utilised
after management had considered the future profitability of these subsidiaries.
No deferred tax asset has been recognised in respect of the remaining
HK$326,000,000 (2007: HK$96,000,000) due to the unpredictability of future
profit streams. As at 31st August, 2008, of the above tax losses, amounts of
approximately HK$181,000,000 (2007: HK$61,000,000) can be carried forward
for five years following the loss year.The other tax losses may be carried forward

indefinitely.

In addition, at 31st August, 2008, the Group had other deductible temporary
differences of approximately HK$61,000,000 (2007: HK$2,000,000) in respect
of accelerated accounting depreciation, unrealised loss on transfer to plant and
equipment between subsidiaries, unrealised profit on inventories and bad debt
provision. No deferred tax asset has been recognised in relation to such
deductible temporary differences as it is not certain that taxable profits will be

available against which the deductible temporary differences can be utilised.

According to the Tax Law, starting from 1st January, 2008, 10% withholding
income tax will be imposed on dividends relating to profits earned in the
calendar year 2008 onwards to foreign investors for the companies established
in the PRC. For investors incorporated in Hong Kong and holds at least 25% of
equity interest of PRC company, preferential rate of 5% will be applied. Deferred
tax has been provided for in the consolidated financial statements in respect
of the temporary differences attributable to such profits amounting to

HK$18,455,000.

29. IRFEBLIE ()

REZBZENFENA=+—0  XREET AERER
3R B F KK A B 1B 1549 45334,000,00058 7T (=
ZZF 1 133,000,000/ ) o MELEEEFL
8,000,000/ 7T (ZFZ 4 : 37,000,000/ 7T) E R
HIEEERIEERE - WIARARE THEB L RME
ENFIEEE  KHEREZRZEWE D RHARR
BRIBENTE » FEFHARRAFERB B AAS AT KSR L B 18
E518 o BR T MBI IR E5 18 43326,000,0008 7T (ZZZF £
F 1 96,000,000 7T) (AR BEFEAIAE SR A9 B FIZRIR T A
ERIADELEHIEEE - R=EBZENFNA=Z+—
H - LMBIEEE A £%847181,000,000/8 T (= &=
+ 4 : 61,000,000/ ) IABEFEREFHF - &
b 18 E5 18 Al RE SRR HR 1th B8 7 o

o RZZBNFNB=+—0 » AEERIEAE
FHTE - MEQ R 2 ERERREFABRNARERE
1B - FENREE RS RRIREE R E A iR E
ZR#%61,000,000/8 7T (ZFZFLF : 2,000,000
To) ° SR REHEE FERR B B FIHG AT (48 8 LL AT 4R &
RER  BARERZANRESERERELEREE
= o

RIERE > H=ZZN\F—F— B RREIRZH
NEEIRIMREERBEN _—ZE\FRABFEN
BRIERANIR S BRI 0%TEMATER - REBIEM
B B EPEA TR 25w ERNIRES » SER
BERIRE% - RZEBFIEENEGEZEERGE
B RS R R A IR AE B T8 155551 8,455,00058 7T ©
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29. Deferred Tax (Continued)
For the purposes of balance sheet presentation, certain deferred tax assets and
liabilities have been offset. The following is an analysis of the deferred tax

balances for reporting purposes:

29, IRFERR I (&)

REERBERNZFINE &

TIEEHRREERAE

SR - AT R ZI|MM S WIEEBIRAR DT

2008 2007
HKS'000 HKS'000
FET FET
Deferred tax liabilities EERIEEE 6,344 7,888
Deferred tax assets EERIBEE (18,885) (15,889)
(12,541) (8,001)
THE COMPANY
PN/NE]
Tax Accelerated tax
losses depreciation Total
HIEEE RAIRIETE #E
HKS'000 HKS'000 HKS'000
FET FET FET
At 1st September, 2006 R-ZBZEREAA—H — 136 136
Charge to the income statement AU R BRAIBR — 160 160
At 31st August, 2007 R-ZEZELENR=+—H — 296 296
Credit to the income statement N E AN N (211) (68) (279)

Effect of change in tax rate (note b)

BRBBNTE (Hfatv)

At 31st August, 2008 R=ZBZNFENA=+—H

As at 31st August, 2008, the Company had unused tax losses of HK$3,100,000
(2007:HK$3,502,000) available for offset against future profits. A deferred tax
has been recognised in respect of HK$1,290,000 (2007:Nil) of such losses, which
represent tax losses. No deferred tax assets have been recognised in respect of
the remaining HK$1,810,000 (2007: HK$3,502,000) due to the unpredictability

of future profit streams. The tax losses may be carried forward indefinitely.

(17) (17)

(211) 211

REZEFNENB=1+—H » XA A/ERHEARR
BRI RE BB IEREE4A3,100,0008 T (Z2E £
£ 3,502,000870) ° FhLtIEETIE A #Y1,290,00058 T

(CEERLF 8 DENAEE - CHAA

—IRIRSE

FiIE o 82 T WUBIIEETIE1,810,000/8 T (ZEZ L F -
3,502,0007%8 Jt) B 7~ 86 T8 RI A% 3 #9 22 I 2R 1 A B 7
RBELERIBERE - RIBEE T ERHESF -
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29. Deferred Tax (Continued)

Notes:

a. These represent mainly deferred tax assets arising from unrealised profit on
inventories, unrealised loss on transfer of plant and equipment between subsidiaries,
deferred tax liabilities arising from withholding tax charged on certain PRC and
overseas subsidiaries and interest capitalisation at the amount of HK$1,008,000
(2007: HK$2,400,000), HK$ 1,556,000 (2007: unrealised profit of HK$1,833,000),
HK$4,563,000 (2007: HK$3,538,000) and HK$1,510,000 (2007: HK$3,360,000),

respectively.

20.

EEFRIE (@)

BifaE -

LEDEBRRFENARSRABNMNE D = 2 BRI R
RIGABIRSEEBAMEENECHEEE » UR
H%E T HEI R B SN B 2 BN BRAVTE HI Bt R RIS 4E 4
BEMEENELERESME - 5 51%1,008,000% 7T (=
ZZ L 12,400,000 7T) * 1,556,000/ T (ZFF+t
F 1 REIFFIER1,833,00087T) * 4,563,000/ 7T (ZF
Z+4F : 3,538,000/ T) 1,510,000 T (ZFZE+
% 3,360,000 7T) °

b.  On26th June 2008, the Hong Kong Legislative Council passed the Revenue Bill 2008 b. RIBEENEARAZT+AHE  BBEZEBQ08E
which includes the reduction in corporate profit tax rate by 1% to 16.5% effective WARBIER) » EREIESEERSHBREMRE 1%
from the year of assessment 2008/09.The effect of such decrease has been reflected £165%  H=ZE)\ ThREHREEEW - BB E
in measuring the current and deferred tax for the year ended 31st August, 2008. THANFEEATERHRBE_ZZN\FNA=T
— B FEAEIERIE T BURAR
30. Share Capital 30. IR A
Number of ordinary
shares of HK$0.20 each
BREE.20/E T Amount
WEERDEE G
2008 & 2007 2008 & 2007
HK$'000
FHET
Authorised: EERA
At beginning and end of the year A FERR N AR 1,400,000,000 280,000
Issued and fully paid: ERITRHBERA :
At beginning and end of the year A FERRRAER 794,010,960 158,802
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31. Share Options

A share option scheme (the“Option Scheme”), which will expire on 24th January,
2012, was adopted by the Company at the Extraordinary General Meeting held
on 25th January, 2002.The primary purpose of the Option Scheme is to provide
the Company with a flexible mean of giving incentives to, rewarding,
remunerating, compensating and/or providing benefits to the employees and
for such other purposes as the board of directors of the Company may approve
from time to time. Under the Option Scheme, the board of directors of the
Company may offer to full time employees, including full time executive
directors, of the Company and/or its subsidiaries who have completed the
probation period options to subscribe for shares in the Company in accordance
with the terms of the Option Scheme for the consideration of HK$1 for each lot
of share options granted.The total number of shares in respect of which options
may be granted under the Option Scheme is not permitted to exceed 10% of
the shares of the Company in issue at the date of approval of the Option Scheme.
The Company may seek approval from shareholders of the Company in general
meeting to refresh the 10% limit. In addition, the maximum number of shares
which may be issued upon exercise of all outstanding options granted and yet
to be exercised under the Option Scheme and any other share option schemes
of the Company shall not exceed 30% (or such higher percentage as may be
allowed under the Listing Rules) of the total number of shares in issue from
time to time.The number of shares in respect of which options may be granted
to any employee in any 12-month period is not permitted to exceed 1% of the
total number of shares of the Company in issue, subject to approval from
shareholders of the Company. Options granted must be taken within 28 days
of the date of grant or such longer or shorter period as the board of directors of
the Company may think fit. The minimum period for which an option must be
held before it can be exercised is one year or such other period as the board of
directors of the Company may think fit commencing from the date of grant
(“Hold-up period”). An option period, at the absolute discretion of the board of

directors of the Company, shall commence on the expiry of the Hold-up period

e SRR MY EE

31. R HE
—IERRN=F——F— =+ B ERNRRETE
(R E) EREA AR =T =F—A=1+58
BT BIRRAE LM - RRESEINEER
MARAR A EESHRTEHEB - 2E - H/H - wHE
R/ RERFERA DTN ESSTEHMENEE
MM sRE—EZESR - RIERRENE > D
RAEEFARRRES BNRRE TR ARAR/RE
MEARCBARAHNERES (BE2BHITE
) RREURBEBAQTRY - SRIEZZRENNR
BRI o RIBZIREST BIFTHE AR REM 1T
HRHHEE RS TESRBRRETEENES AR
BEITRDEEN10% - RATAERREAEG LR
BRERALE - FETUL10%HY EFR o thoh - RIERRR ST
EIR AN AEAE thRRAE BT R B RITEN
ARERITEMRTHROEE S TESHELRD
TR TR EIN30% (SARIE L H R AR T
MRS LR) o BREBRRMESN  EA—EER
A+ =@ AR - EERTESEERRENRS
BEY > BETEERBAATEBITROLE1% °
BEXBERRER L AE28ARNHANDAESE
ARER BB E N B R IBEH RN EMTERT
WRMRE - BEXASOAE L BT —FRAAF
EESTARABEENE IR (B0 BERR
% A AMEHRRE - RBHBAATESSREY
MEREE  HHFEHEREMB
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31. Share Options (Continued)
and expire no later than the 10th anniversary of the date of grant.The exercise
price is determined by the board of directors of the Company and will be at

least the highest of the followings:
a) the closing price of shares at the date of grant of a share option;

b) the average closing price of the shares for the five business days

immediately preceding the date of grant; and
¢) the nominal value of a share.

No share options were granted or exercised during the year and no share

options were outstanding during the year or at the balance sheet date.

31. PR AE @)
ERTERBHBATBERER - RBEASATE
EERT  BUABUT=EHRNESE

a) RONFRERLBEOKHE

o RHONEREE -

REERLERRERRE I TERRAEFARESE
BB IR AR o

32. Reserves 32. f&fE
THE COMPANY
PN
Capital
Share redemption Retained
premium reserve profits Total
iz p =N B’IF
HE BEEl 1 B F| BE
HK$'000 HK$'000 HK$000 HK$'000
FET FET FET FET
At 1st September, 2006 REZBZEXFHLA—H 197,124 210 456,449 653,783
Profit for the year =EERER — — 171,037 171,037
Dividends paid EfRE — — (83,371) (83,371)
At 31st August, 2007 R-ZZEZELFENAR=+—H 197,124 210 544,115 741,449
Profit for the year =FEERER — — 25,209 25,209
Dividends paid EfRE — — (39,700) (39,700)
At 31st August, 2008 R-ZZEZENFENAR=+—H 197,124 210 529,624 726,958

The Company'’s reserves available for distribution to equity holders as dividends

at 31st August, 2008 represented the retained profits of HK$529,624,000 (2007:

HK$544,115,000).

—~

REZZEZNENA=1—8  AIsEEEZFEAR
BHARQBEE (DIBREER) 5529,624,000%8 7T
ZEZ L 544,115,000/ 7T) ©
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33. Capital Risk Management

The Group manages its capital to ensure that entities in the Group will be able
to continue as a going concern while maximising the return to stakeholders
through the optimisation of the debt and equity balance.The Group's overall

strategy remains unchanged from prior years.

The capital structure of the Group consists of debt, which includes the
borrowings disclosed in note 26, equity attributable to equity holders of the

Company, comprising issued share capital and various reserves.

The directors of the Company review the capital structure on an on-going basis.
As part of this review, the directors consider the cost of capital and the risks
associates with each class of capital.Based on recommendations of the directors,
the Group will balance its overall capital structure through the payment of
dividends, new share issues and share buy-backs as well as the issue of new

debt or the redemption of existing debt.

34. Financial Instruments

(@) Categories of financial instruments

33. EXRBERE
AEMEREAZ AL ERRRSEEEEREMN
SEEE  ABERIS AR NRET
# > BRERAATRBADH - A EEORIERY
BRAEE —3 o

FEBNERRBREER (Bh B0 MKE
HEE) RAQRESSEARGER (BECRITR
AR ZIEHE)

FRRESRIFEEERNERRE - RT3
7 EEEEREFANRAESFERNVERER -
RIBESHER - AEEREBRERE  BITHR
KB RHERBTHEEIBERAEHAFEE
BEREE -

34. @ T A
@ SRMITEET

THE GROUP THE COMPANY
rEH RAF
2008 2007 2008 2007
HKS$’000 HKS$’000 HKS$’000 HKS$’000
FET FET FET FET
Financial assets EHMEE
Loans and receivables (including ERREWRIE (BFERE
cash and cash equivalents) RERREER) 1,766,320 2,254,135 3,044,734 2,700,057
Fair value through profit or loss AR EEF ABRER 23,051 12,272 23,051 3,145
Financial liabilities EHasE
Amortised cost B EE R AR 2,987,242 3,306,948 2,209,733 1,834,109
Fair value through profit or loss LAFEEFABRE 12,230 496 2,309 496
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34. Financial Instruments (Continued) 34. €T A @

(b) Financial risk management objectives and policies (b) BIFEEREIEEERBER

The major financial instruments of the Group and Company include trade and AEERAATNEESH T EBELER HEK
other receivables,amounts due from/to subsidiaries/jointly controlled entities/ I~ MIBARRRHEARMFIE - RS

minority shareholders, bank deposits, bank balances and cash, derivative HABRTR R EHEHIMEBNTIE - DBIRER
financial instruments, trade and other payables, bills payable and bank ROHRROFIA ~ RITFER ~ VITEFRRE 67
borrowings.The risks associated with these financial instruments include market eI EERAEMENTE - BNEERET
risk (currency risk and interest rate risk), credit risk and liquidity risk. The policies EE - EZEZSHMTEEENEREETERR (&
on how to mitigate these risks are set out below. Management manages and HREERAZRE) - EERBRABESER o T
monitors these exposures to ensure appropriate measures are implemented XESEENARRZERBIEBER - EEEEER

on a timely and effective manner. EEEZERE - UERRENE Y EREVEE 8t

Market risk SRR

(i) Currency risk (i) ErmEpe
Certain entities in the Group have foreign currency transactions, which AEEETEREINERS @ MAKEY
expose the Group to foreign currency risk. RANEE R B o
The Group manages and monitors foreign exchange exposures to AEEEEREEMNERRE - UERRE
ensure appropriate measures are implemented on a timely and MERHKEEE R - AEEDHITE
effective manner. The Group has entered into foreign currency HNEEH - UREZERE

forward contracts to mitigate the risks.

At balance sheet date, the carrying amounts of foreign currency REER  EEERBBEANEAERR
denominated monetary assets and monetary liabilities and derivative RARUIMNESIENEREEREREE
financial instruments of the Group and the Company that are RiTE€mTIEMNIREENT !

considered significant by management are as follows:
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34. Financial Instruments (Continued)

(b) Financial risk management objectives and policies (Continued)

34. €@ T A @)
b) HERRTEBERBE @)

Market risk (Continued) iz Rk (%)
(i) Currency risk (Continued) iy E¥Ebk @@
Monetary assets and liabilities: EMEEREE:
THE GROUP
rEH
Assets Liabilities
=3 =N
2008 2007 2008 2007
HKS'000 HK$’000 HKS000 HKS000
FET FET FET FET
uUsD Ep 753,934 1,028,335 348,305 630,589
RMB AR 175,217 92,062 232,563 258,945
THE COMPANY
/NG|
Assets Liabilities
&E afE
2008 2007 2008 2007
HK$'000 HKS'000 HKS'000 HKS'000
FET FET FET FET
usb ES 20,887 16,002 — —
THE GROUP THE COMPANY
rE RAF
2008 2007 2008 2007
HKS000 HK$’000 HKS000 HK$'000
FET FET FET FET
Derivative financial assets PTESREE
Contracts to sell RMB BEARBHEH 15,876 3,145 15,876 3,145
Contracts to sell USD BEHETHEN — 9,127 — —
Derivative financial liabilities TEemans
Contracts to sell USD BHETHEN 9,921 — — —
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34. Financial Instruments (Continued)

(b) Financial risk management objectives and policies (Continued)

Market risk (Continued)

(i)

Currency risk (Continued)

Sensitivity analysis

As HKS is pegged with USD, currency risk in relation to HK$
denominated monetary assets/liabilities is expected to be minimal.

The Group is mainly exposed to the risk of fluctuation of RMB.

The following table details the sensitivity of the Group and the
Company to a 5% increase and decrease in HK$ against RMB. 5% is
the sensitivity rate used when reporting foreign currency risk
internally to key management personnel and represents
management’s assessment of the reasonably possible change in
foreign exchange rates. The sensitivity analysis includes only
outstanding foreign currency denominated monetary items and
derivative financial instruments and adjusts their translation or fair
value in the case of the derivative financial instruments at the year
end for a 5% change in foreign currency rates. On this basis, there will
be a increase in loss where HKS weakens against RMB by 5%, and

vice versa.

34.

(b)

ERTE@®
MBEREE B ERBE @
HISE R ()

(0]

B E b ()

BEDHT
MR ETEE T - FREENETS
ENEBEE SENEERREHN - &
SEERSRAREKBER

TREFMBIIAEBRADFFHBTEA
REFHERBES%NHEE © 5%HaEE
EE A BRI WMINE R K B EHE
R RS B AT AT A SR E
E o BREDNEBIEE REEUINESI
BENEBEERITESHBIER  TRER
5% INE RS B AR ERERITESR
TEZAFEE - RLEE > BBIREA
REEEI550% @ BB EIEM » R2ZTA ©

Monetary assets and liabilities: EREERERE
THE GROUP
RMB Impact
rEE

ARMSE
2008 2007
HK$'000 HKS'000
FET FET
Increase in loss (2007: decrease in profit) EEEMN (CE2LF  BFRED) 2,147 6,240
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34. Financial Instruments (Continued)

(b) Financial risk management objectives and policies (Continued)

Market risk (Continued)

(i)

(i)

Currency risk (Continued)
For the outstanding foreign currency forward contracts, if the forward
foreign exchange rate of RMB against USD had been 5% higher/lower,

loss/profit would increase/decrease by:

3. €t T B @)
b) HEEREEEERKE @)
i (&)
i) SR E)
RERBPNBERNEANTS - HAR
W3 2 TR NEE R E T RS % ¢
BlEsia BAISEM, HD

Derivative financial instruments: fTESmIA :
THE GROUP THE COMPANY
AEE AT

Decrease Increase Increase Increase
(increase) (decrease) (decrease) (decrease)
in loss in profit in profit in profit
=] 27 27 27
B 0 0 0

(42 hn) (RiZ) ORiA) (RiZ)
2008 2007 2008 2007
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
Contracts to sell RMB BHARBHEH 19,824 35,587 19,824 35,587
Contracts to sell USD BHETHNED (17,642) (30,898) — —

Interest rate risk

The Group and the Company are exposed to cash flow interest rate
risk primarily in relation to variable-rate bank balances and
borrowings. It is the Group’s policy to keep its bank balances and
borrowings at floating rate of interests so as to minimise the fair value
interest rate risk. The Group cash flow interest rate risk is mainly
concentrated on the fluctuation of HIBOR arising from the Group’s
Hong Kong dollar denominated borrowings. In order to minimise the
risk, the Group entered into certain interest rate swaps to partially
hedge against its exposure to variable-rate bank balances and

borrowings.

(i) FIZ=E
AEERADAFANESREFRARESR
EESRTEATEREEEHE - REEMNK
RREBHBTETEREENZEFIRLL
WEAFEEMERR - AEENRESR
ENEAREBETAEBRITAERE
B TSI A EE LB THIENEE - B
PRARERE » ANEEETE TRIZ=EE M
BFERITET REENFIRRFRET I
BEH o
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34. Financial Instruments (Continued)

(b) Financial risk management objectives and policies (Continued)

Market risk (Continued)

(i)

Interest rate risk (Continued)

Sensitivity analysis

The sensitivity analysis below has been determined based on the
exposure to interest rates for both non-derivative (including variable-
rate bank balances and borrowings) and derivative instruments at
the balance sheet date.The analysis is prepared assuming the amount
of asset and liability outstanding at the balance sheet date was
outstanding for the whole year. A 50 basis points increase or decrease
in interest rate is used when reporting interest rate risk internally to
key management personnel and represents management'’s

assessment of the reasonably possible change in interest rates.

For non-derivative financial instruments, if interest rate had been 50
basis points higher/lower and all other variables were held constant,
the Group’s loss and the Company’s profit would increase/decrease
and decrease/increase by HK$6,869,000 and HK$7,544,000 (2007:
decrease/increase in profits by HK$6,264,000 and HK$6,865,000),

respectively.

For derivative financial instruments, if HIBOR had been 50 basis points
higher and all other variables were held constant, the Group's loss
and the Company’s profit would decrease and increase by

HK$6,897,000 (2007:increase in profits by HK$147,000), respectively.

Credit risk

As at 31st August, 2008, the maximum exposure to credit risk by the Group

and the Company which will cause a financial loss due to failure to

discharge an obligation by the counterparties and financial guarantees

provided is arising from:

the carrying amounts of the recognised financial assets as stated in

the balance sheet;and

the amount of contingent liabilities in relation to financial guarantee

issued by the Company as disclosed in note 37.

. ERT A @)
PIERMEERERKE (@)
TS A (@)
() FI=@EB E)

BRE DI

THBREIMREFTETR (BIEFR
RITEFRMEE) RITETRREE BRI
RERETE - BRSO HBRRREE A H
AMEENEEREBEHREAFREFE
RPRAREE - MEEEBEASRB2HK
NEEBERASOEERNARE - KKE
HEEHANRAESEZBHFML -

MIEFTESMIAMS - WRELH T
PRSOMEEZ: - MATE B METE
AR EERBIERAD AN B
mn/ ESRiES, 1 hn6,869,00058 T K&
7,544,000/87C (ZEELF : BRRD
1n6,264,0007% 7t K% 6,865,00058 7T) °

MOTESRMTAMS @ B BRITEZERS
BIASENEERADBNRRE D BIRHD

R 12106,897,000/& T (ZEE+F : BRI
fn147,00058 ) °

EEAR
R-ZBNFENA=—0  AREARFAT

HEFHARERTEEREHMBRRMERK
BBBANESEERARDENTSEES :

EERBERMEZCHATHEENRE
B R

MyEE37 AN R R BAA 1 B AT 3% T B R
ZHARBEHIRREE -
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34. Financial Instruments (Continued) 34. €T H @)
(b) Financial risk management objectives and policies (Continued) (b) BIFEEREREEEZRBER (&)

Credit risk (Continued)

In order to manage its credit risk, nanagement of the Group has delegated
a team responsible for determination of credit limits, credit approvals and
other monitoring procedures to ensure that follow-up action is taken to
recover overdue debts. Credit sales of products are only made to customers
with good repayment history. In addition, the Group reviews the
recoverable amount of debt on a collective and on-going basis to ensure
that adequate impairment losses are made for irrecoverable amounts. A
net impairment loss of HK$32,879,000 (2007: HK$11,348,000) in respect
of the net trade receivables was recognised by the Group for the year.
Furthermore, the Company only provided financial guarantees to its
subsidiaries after a careful consideration of its subsidiaries’ financial
conditions. In this regard, the directors of the Company consider that the

Group’s and the Company’s credit risk is significantly reduced.

The credit risk on liquid funds of the Group and the Company is limited
because the counterparties are banks with high credit ratings assigned

by international credit-rating agencies.

Other than concentration of credit risk on liquid funds which are deposited
with several banks with high credit rating, the Group has no significant
concentration of credit risk on trade and other receivables, with exposure

spread over a number of counterparties and customers.

EERR (&)
AERHEFERR  FARENEEECEIR—
MABREEEFERE  FEFHRAME

ERF 0 UREKBRETERE B ESE -
EREEHEERETAERFERLHENS
F o ltsh AEEERERRSEEERTE
TERY TR ERRE - AR B R R B R R
EHVRERXK - TR NEEE R ERER
R FERERIRER K F({E32,879,0008 T
(ZZZF 11,348,000/ 7T) ° toh - ANAF]
EREEZEENE L RN BEMRRES mE
M A RRHEMBIER - RUME - ARAAE
ERAREEREDTANEERRE KR
& o

FEERAADNADESEERRER  E
HF R ARSI T B SR
Y8R4T o

BRERRE TEEENRRTHRBESER
SHEERRS  AEENEEEEREME
WHBRLEHEARNEERRER - BER
DHRZEHFIRES -
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34. €Ft T A @)
(b) BIEEBRTERERIE (@&

34. Financial Instruments (Continued)

(b) Financial risk management objectives and policies (Continued)

Liquidity risk

In management of the liquidity risk, the Group and the Company monitors
and maintains a level of cash and cash equivalents deemed adequate by
management to finance the Group’s and the Company’s operations and
mitigate the effects of fluctuations in cash flows. Management monitors
the utilisation of bank borrowings and ensures compliance with the

relevant loan covenants.

Other than equity, the Group and the Company rely on bank borrowings
as a significant source of liquidity. As at 31st August, 2008, the available
unutilised banking facilities of the Group and the Company are
approximately HK$2,310 million and HK$126 million (2007: HK$2,241

million and HK$75 million), respectively.

The following table details the Group’s and the Company’s remaining
contractual maturity for its financial liabilities and derivatives financial
assets (including foreign currency forward contracts only). For non-
derivative financial liabilities, the table has been drawn up based on the
undiscounted cash flows of the financial liabilities based on the earliest
date on which the Group and the Company can be required to pay.The

table includes both interest and principal cash flows.

For derivative instruments settle on a net basis, undiscounted net cash
flows are presented. Whereas they require gross settlement, the
undiscounted gross outflow (inflow) on these derivatives are shown on

the table.

MREE T E

REBRDESRERE  AKERAQAFSE
ERESEEBRARAKTNREREREER
®HE  ABNFRKERAQTEERTERH
BERERENBHTE - ERESETRITH
ENBERER - WEFRETHEBERES

BRIRASN » REBRAQ R FHRERTEEES
FTERBESHREFE - R=ZBZENFNA=+—
B AEENTBHAERERANRTEERD
A% #%2,310,000,0005% 7T 1 126,000,000 7T
(ZZZ L : 2,241,000,0007% 7T} 75,000,0007

JT) °©

TRHAJAEERA AR EHEERITESH
EE (ZEEEHMNESN) N T ESRBIME
e BEITESREE  RRDBRBEAKER
AATAERERGRNER BHRESHE
BENRYBRREREFER - ZREEFERA
THRERE °

FHEENITETR  UARBRBESREFE
25 - MFUREEE - ZETETRENRE
B (RA) BN T & ©
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34. Financial Instruments (Continued)

(b) Financial risk management objectives and policies (Continued)

4. Rt T B @)

(b) BIFEPEEERRRBER (&)

Liquidity risk (Continued) mEE TR (E)
THE GROUP
r5E
Carrying
amount
Weighted at 31st
average Total August,
effective Less than 3 months undiscounted 2008
interest rate 1 month 13 to 1 year Over 1 cashflows RZFENF
il 257 DR months =f&A year  KEERE NB=t-H
BHRIZE -8 —-Z=f8B - BB ikt ok HERE(E
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% TET TET TET TET TET TET
2008
“ZENE
Non-derivative financial liabilities ~ JEfTEERERE
Trade and other payables EERHMEMNTIE - 209,749 230,177 24,466 - 464392 464392
Bills payable EZE - 68,540 85,182 8981 - 162,703 162,703
Amounts due to minority ROYREFE
shareholders — 76,214 - - — 76,214 76,214
Bank borrowings RITEE 248 118432 211,498 270,029 1,796,452 2396411 2,279,847
Bank overdrafts BATER 307 4,09 - - - 4,0% 4,086
477,031 526,857 303,476 1,796,452 3,103,816 2,987,242
Derivatives - net settlement TEIR-UREEER
Interest rate swaps FlziaH 217 214 — 939 1399 2552 2309
Foreign currency forward contracts  EHISMERA - (1,067) (2939) (11,870) - (15,876) (15,876)
(853) (2,939) (10,931) 1,399 (13,324) (13,567)
Derivatives - gross settlement fTETA- AL
Foreign currency forward contracts ~ EEISNERH
- outflow — T — 50,737 101,474 323,937 — 476,148 N/A
TER
~inflow -RA = (50273) (99917) (316,037) - (466,227) N/A
TER
464 1,557 7,900 — 9,921 9,921
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34. Financial Instruments (Continued) 34. €T H @)
(b) Financial risk management objectives and policies (Continued) (b) BIFEREEEEERBCR (&)
Liquidity risk (Continued) mENE R (&)
THE GROUP
A5HE
Carrying
amount
Weighted at 31st
average Total August,
effective Less than 3 months undiscounted 2007
interest rate 1month 13 to 1 year Over1 cashflows RZZELEF
IEFH DR months =f8A year  AEBEEE NA=t-A
BFIE -8R  —2=f8A E-fF BB-F MELH HERE(E
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

% TEn TEn TEn TEn TEn TEn

2007
“ERLE
Non-derivative financial liabilities ~ FEATESREE
Trade and other payables EERAMEMNTIE — 277,292 248919 55,455 = 581,666 581,666
Bills payable eSS - 186,786 292,541 20,203 - 499,530 499530
Amounts due to minority ROURRT
shareholders - 40,050 - - - 40,050 40,050
Bank borrowings RITRE 5.18 209,840 107,812 192,148 1,938,634 2448434 2,183,141
Bank overdrafts BATER 383 2569 - - - 2,569 2,561
Obligation under finance leases B E RN 7.80 444 = = = 444 439
716,981 649,272 267,806 1,938,634 3,572,693 3,307,387
Derivatives - net settlement TEIA-UFEEE
Interest rate swaps B 403 - - 506 — 506 4%
Foreign currency forward contracts ~ EHINERE - (234) (739) 2172) - (3,145) (3,145)
(234) (739) (1,666) — (2,639) (2,649)
Derivatives - gross settlement fTEIA-NABLEE
Foreign currency forward contracts ~ EHISNESL
- outflow ~ it — 99,028 198,057 534,129 — 831,214 N/A
TER
- inflow -HA = (99,821) (199,828) (540,692) - (840,341) N/A
TER

(793) (1,771) (6,563) - (9127) (9127)
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34. Financial Instruments (Continued) 34. €T H @)
(b) Financial risk management objectives and policies (Continued) (b) BIFEEREREEEZRBER (&)
Liquidity risk (Continued) mEE TR (E)
THE COMPANY
NG
Carrying
amount
Weighted at31st
average Total August,
effective Less than 3 months undiscounted 2008
interest rate 1month 13 to 1 year Over1 cashflows R-BBNF
IEF DR months =f8A year  AHEEE NBE=1-H
BHRIZE - -Z=f8B 2% BE-F Vi IR
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HK$'000
% Fhr TEx TE TEx Fhr Fhr
2008
ZEINE
Non-derivative financial liabilities ~ FEfTESHEE
Other payables HthENFIE = 154 31 — = 185 185
Amounts due to subsidiaries RHBARFHE - 350,109 - - - 350,109 350,109
Bank borrowings RITRE 239 3,683 90,030 226,085 1,644,571 1,964,369 1,859,439
353,946 90,061 226,085 1,644,571 2,314,663 2,209,733
Derivatives - net settlement fTETE-UFBLEE
Interest rate swaps Gilpzsct: 217 214 = 939 1399 2,552 2309
Foreign currency forward contracts ~ BHINERH - (1,067) (2939) (11,870) - (15,876) (15,876)
(853) (2,939) (10,931) 1,399 (13,324) (13,567)
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34. Financial Instruments (Continued) 34. €T H @)
(b) Financial risk management objectives and policies (Continued) (b) EBIFSEREIEEEREBER (&)
Liquidity risk (Continued) mENE R (&)
THE COMPANY
NG
Carrying
amount
Weighted at 31st
average Total August,
effective Less than 3 months undiscounted 2007
interest rate 1month 13 to 1 year Over1 cashflows RZBBLE
IEE DR months =f8A year ABEEE NA=1-H
BHRI=E -fBf -Z=fR 2% BB-F Vit IR
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HK$'000

% Tér T#n Tén TEn TEn T#n

2007

“EEtE

Non-derivative financial liabilities ~ FEHT4ESRER

Other payables HthENFE — 232 17 — — 249 249
Amounts due to subsidiaries THEARHE 570 75,057 — — — 75,057 74930
Bank borrowings RITRE 5.8 27,059 23,526 174,517 1,779,868 2,005,170 1,758930

102,548 23543 174517 1,779,868 2,080476 1,834,109

Derivatives - net settlement fTETA-FREE

Interest rate swaps B 403 - - 506 = 506 496
Foreign currency forward contracts ~ EHINERH - (234) (739) 2172) - (3,145) (3,145)

(234) (739) (1,666) - (2,639) (2,649)
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34. Financial Instruments (Continued)

(@]

Fair value
The fair value of financial assets and financial liabilities are determined as

follows:

+ the fair value of derivative financial instruments are calculated using
generally accepted pricing models based on quoted forward
exchange rates and discounted cash flow analysis based on the
applicable yield curves of interest rates provided by counterparty

financial institution.

+ the fair value of other financial assets and financial liabilities
(excluding derivative instrument) are determined in accordance with
generally accepted pricing models based on discounted cash flow
analysis using prices or rates from observable current market

transactions as input.

The directors consider that the carrying amount of financial assets and
financial liabilities recorded at amortised cost in the consolidated financial

statements approximate their fair values.

4. Rt T B @)

(c)

AFHE
TREERENEENATFTEEDRUTE
E :

e PTAEMIANATEEDNRAREER
X WUHFHBERBRUENBRATRY
HHRTEENTSERNERRMRRE
MEBOTELEME

e HihdMEERSEMEAME GTET AR
WATFEEDRBEAREEEN L ATEE
MNERTSE RS ERAFIRRBRESR
EDMMEE °

ESABHEGEUBMERAUEHE KRR
TREERSHAENRAEERENATE
ELEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - 424 BF #& 3R R MY 5%

For the year ended 3 1stAugust 2008

35. Capital Commitments BINEIE
THE GROUP
KEH
2008 2007
HK$'000 HKS'000
FET FET
Capital expenditure in respect of MEREBEYE -
the acquisition of property, plant and S
equipment contracted for but not ERNBEREIERE
provided in the consolidated REEHBHENERFEXZ
financial statements 143,516 83,501
Capital expenditure in respect of MEEBEYE -
the acquisition of property, plant and MBS R BB B Y
equipment authorised but not ERUEERELD
contracted for NEARRX 19,037 45,617
The Company had no significant capital commitments at the balance sheet REER » AATWLEE RNEARFRE o
dates.
36. Operating Leases 36. EEMEE
The Group as lessee: REBIERAEA :
THE GROUP
EE
2008 2007
HK$'000 HKS'000
FET FET
Minimum lease payments paid under EFEREEREMX
operating leases during the year: HEEEESH :
Land and buildings T RIEF 44,244 40,934
Plant and machinery RS 1ES 23,201 23,924
67,445 64,858
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36. Operating Leases (Continued) 36. EHE @
At the balance sheet date, the Group had commitments for future minimum REEH » ZEER T UBUEE ERSNARRRER
lease payments under non-cancellable operating leases which fall due as EXHAENT IR

follows:
THE GROUP
REH
2008 2007
Land and Plant and Land and Plant and
buildings machinery buildings machinery
TR T
BF BB RS BF B E RS
HK$'000 HK$000 HK$000 HK$'000
FET FET FET FET
Within one year —FR 53,697 15,238 52,730 23,145
In the second to fifth year F_FEEERFR(ER
inclusive MEBEER) 164,005 41,072 158,170 46,240
Over five years RELE 46,694 21,344 56,811 27,653
264,396 77,654 267,711 97,038

Operating lease payments represent rentals payable by the Group for certain
of its office premises and factories. Leases are negotiated for terms ranging
from one to twenty five years for land and buildings and from one to ten years

for plant and machinery.There is no contingent rental arrangement.

The Group as lessor:

Gross rental income earned from investment properties of the Group during
the year was HK$4,305,000 (2007: HK$3,346,000). The related outgoings
amounted to HK$657,000 (2007: HK$557,000).

SEHEXHNAKEREETHOER TREEN
HE - EEANHEHEFHRLRBFINF—=
“tTRFZE  REEHBRANTF-E+FZE X
AESREERE -

REEERHBA

REEREERBRENEFTRESNESWALES
4,305,00078 7T (ZZZ 4 : 3,346,000/87T) - HEE
K3z H%657,0008 7T (ZZZ L5 : 557,000/87T) ©
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36. Operating Leases (Continued) 36. EHE @
At the balance sheet date, the Group had contracted with tenants, in respect of REER » AEEFEBEYEDEBF I L &N
rented premises, for the following future minimum lease payments: REEHEEBADT :
THE GROUP
KEH
2008 2007
HK$'000 HKS'000
FET FET
Within one year —FR 3,744 2,760
In the second to fifth year inclusive BE-FEERFAN (BEEMFEEER) 1,845 2,408
5,589 5,168
The Company had no significant operating lease commitments or arrangements REER » AARLEE KRWEERERERZH

at the balance sheet dates.

37. Contingent Liabilities 37. WAREE
THE COMPANY NN

(@) The Company has given limited guarantees to various banks to secure (@ AAAERZHEBRTHETERIINERES

general banking and loan facilities granted to certain subsidiaries to the 3,274,450,000/8 7T (ZZZE £ : 3,177,500,000
extent of HK$3,274,450,000 (2007: HK$3,177,500,000). As at 31st August, BT EAZERITATFETHEBLAR —RE
2008, the aggregate amounts utilised by these subsidiaries amounted to MRERVER RZZBENFNA=+—
HK$812,934,000 (2007: HK$1,011,083,000). B ZEWE R R EERAKREE%812,934,000

B (ZEZEF 1 1,011,083,00087T) °

(b) As at 31st August, 2007 the Company had given limited guarantees to by R=ZZLFNA=1+—H KXQFEE@ZMH

various banks and finance companies to secure finance lease obligations $RAT R B 1 Bl4A T8 PR HI B4R 2 %439,000

of certain subsidiaries to the extent of HK$439,000. The aggregate Bt EAZSRTRUKEARGRTFETHS

obligations of the subsidiaries under these leases at 31st August, 2007 ARG HKHEEEWIKR - R=ZZFZLFENA

amounted to HK$439,000.The relevant liabilities have been fully settled =+—0  ZEWER RN EHEERMNIRR

during the current year. #EEH439,0008 T - EEBBEENAFELEE
e

F=DI=
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38. Acquisition of a Subsidiary

On 1st November, 2006, the Group acquired the entire interest in the issued
and paid up share capital of Ningbo Young Top for a cash consideration of
HK$49,000,000.This transaction had been accounted for using the purchase

method of accounting.

The fair value of the identifiable assets and liabilities of the subsidiary acquired
at its date of acquisition, which had no significant differences from their

respective carrying amounts, was as follows:

38. e iE — BT 1 A
R=ZZXRFE+—HF—H8 » &EE 49,000,000/ 7T
WERESRERBERAME ZITRMZ RN EIRE
7o WIBR SO BEEALR ©

RS BB B A RN TR EEREEND
FEERAERRAELEEAEFRAT

HKS'000
FET
Net assets acquired: WENEEFE
Property, plant and equipment M - s R ERE 7,516
Prepaid lease payments FESHEERE 4,318
Inventories 78 12,210
Trade and other receivables R HE At EURIE 15,293
Bank balances and cash RITEEFERES 14,229
Trade and other payables EE R H A RRIE (4,566)
Cash consideration RBE&RE 49,000
Net cash outflow arising on acquisition: WEERPTEE MR SR FE ¢
Cash consideration RERE 49,000
Bank balances and cash acquired WEBWRTEERES (14,229)
34,771

Ningbo Young Top did not make any significant contribution to the turnover

and results of the Group for the year ended 31st August, 2007.

ERARHAERNEBE—EELFNA=+—HLE
FENEERBNRFELESNEH -



FEEEE(EE)FBELT —ss ==F @

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -« #r& B 7% 3R & i =%

For the year ended 31st August, 2008
[ E—EENFNA=FT—HILFE

39. Disposal of a Subsidiary 39. HE—EM B A
On 11th January, 2008, the Group disposed of its entire interest in the issued RZBEN\F—F+—H  ~XEEHEE—REHBEA
share capital of a subsidiary, Folklore Industries Limited.The net assets of Folklore F)Folklore Industries Limited 2 BT AR R 2 ZhfE S ©
Industries Limited at the date of disposal were as follows: Folklore Industries Limited A HH & BV EEFEIT -
11th January,
2008
—2ENEF
—HA+—H
HK$'000
FET
Net assets disposed of: HENEEFE
Prepaid lease payments FEHEERIE 686
Gain on disposal & g 224
Total consideration REREE 910
Satisfied by:
Cash BBReZM 910
Net cash inflow arising on disposal: HESIBNEESRAFE

Cash consideration REeENE 910
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40. Retirement Benefit Schemes

The Group operates a defined contribution scheme registered under the
Occupational Retirement Schemes Ordinance (the “ORSO Scheme”) and a
Mandatory Provident Fund Scheme (the “MPF Scheme”) established under the
Mandatory Provident Fund Scheme Ordinance for all the eligible employees of
the Group in Hong Kong.The assets of both schemes are held separately from
those of the Group in funds under the control of trustees.The retirement benefits
cost charged to the consolidated income statement represents the contributions

payable to the funds by the Group at rates specified in the rules of the schemes.

Employees of the Group in other jurisdictions currently participate in state-
sponsored pension scheme or defined contribution schemes operated by the
Government of such jurisdictions. The Group are required to contribute a certain
percentage of their payroll to the schemes to fund the benefits.The only obligation

of the Group with respect to the schemes is to make the required contributions.

As at 31 August, 2008, there was no significant forfeited contribution (2007: Nil),
which arose upon employees leaving the retirement benefits schemes, available

to reduce the contribution payable in the future years.

The retirement benefits scheme contributions, net of forfeited contributions of
HK$521,000 (2007: HK$722,000), amounting to HK$27,381,000 (2007:

HK$21,894,000) has been charged to the consolidated income statement.

40. BB R ET )

FEERBMBZER AT BURPIEM AR L —RER A
=8I (BRI RARB R DR ST EIRA
Ry —ERFME AR B (GREESE)) FHREs
ERNASEERES - EMEEINEETIHET
ABIFERER - H5a RERATIRIGRIKER
SHEIRA A EEREF BB E L R H AV B

=
e

FEEEMEEBENESR ESEZAEERT
EENEFRAEAN BINEREKTE - AEEA
HEEHFME TR EHARTRETEMERERNE
T o AREHZSTENE -—SERBAEF L

E
FA °

REZZNFNA=T—H - BEERHRAERG
BMRWHHRAETER (CEELF 1 ) - R
3 7 PR HIRL AR SR EF EE BB ALK o

EEGRE R RTNBRNEBAER MRS ETE
#$27,381,0008 7T (ZZEZ L F : 21,894,000 7T)
BB RR IR #9521,000/8 T (2B LF ¢
722,000/ 7T) °
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41. Related Party Disclosures 4. AL E

(a) Related party balances (@) HEBAALHVEERR
Details of the Group’s outstanding balances with related parties are set AEBHEERA LT HNERFBHIINGEEE
out in the consolidated balance sheet and in notes 18 and 23. BEREMF18KR23A °
Details of the Company’s outstanding balances with related parties are AATEMEBAA LT HNERFBHIINGEEE
set out in the balance sheet and in note 17. BERRMEE17A -

(b) Compensation of key management personnel (b) EEEEBAENMHE
The remuneration of directors and other members of key management AEEEEREMFEEREASNHFMOT ¢

during the year was as follows:

THE GROUP
REE

2008 2007
HK$’000 HKS’000
FET FET
Short-term benefits ySECEER| 33,017 33,321
Post-employment benefits F{EERF 1,179 1,203
34,196 34,524

The remuneration of directors and key management is determined by the board EERFTEEEASHEFHNDBESESRERNRER

of directors having regard to the performance of individuals and market trends. MiSBEMEE °
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42. Post Balance Sheet Event

Recently, the financial crisis has wide spread and has an impact on the general
economy, with widespread expectation of significant economic slowdowns in
all countries (including the PRC and Hong Kong), tighter credit markets and

large scale loss of assets value across all sections.

The Group is also exposed to the risk of uncertainties in relation to the direct
write-offs of assets such as investment property, prepaid lease payment,
property, plant and equipment, receivables and inventories and the future ability

of the Group to utilise deferred tax assets.

The directors of the Company believe that the risk in certain assets is minimal
as the Group has implemented specific procedures in addressing the risk of

uncertainties.

R EERREE

ISR REEEA LY SREEE  ANEEAR
HE (SIEFERES) SIS AERE - FEHEY
B STEHRAREEEEESA -

AEBETEE T EERERRE - M@ RERE
MR EE B - BAEERR - #13F - #HeR
K&l BUGERRFE) RAKEBRANRERIELE
BIREEMNRED o

HRAEEC BieihlRr R T HEE RN =R
HAAREEZARETEENRREB ) -
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Listing . Listed on the Main Board of The Stock Exchange of
Hong Kong Limited since 20th April, 1988

Stock Code : 420
Board Lot ;2,000
Par Value HK$0.20

Shares Issued 794,010,960

Financial Calendar 2008/2009
Financial year ended 31st August, 2008
Full year results announced 12th December, 2008
Register of members closed 14th-20th January, 2009
Annual general meeting 21st January, 2009

2009 Interim results to be announced  Mid-May 2009

Closure of the Register of Members
The register of members of the Company will be closed from Wednesday, 14th
January, 2009 to Tuesday, 20th January, 2009, both days inclusive, during which

period no transfer of shares will be registered.

Shareholder Services

For enquiries about share transfer and registration, please contact the
Company'’s share registrar:

Tricor Secretaries Limited

26/F, Tesbury Centre, 28 Queen'’s Road East, Wanchai, Hong Kong

Tel +852 2980 1766

Fax +852 2861 1465

Investor Relations

Ms Charmaine CHENG

Corporate Communications & Investor Relations Manager

Block A, 6/F, Eastern Sea Industrial Building

29-39 Kwai Cheong Road, Kwai Chung, New Territories, Hong Kong
Tel +852 34787017

Email pr@fshl.com
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Global Network | FREK %

FOUNTAIN SET (HOLDINGS) LIMITED
imHER (RE) BRAF

Block A, 7/F, Eastern Sea Industrial Building,
29-39 Kwai Cheong Road, Kwai Chung,

New Territories, Hong Kong

EEH R EHEE1829-3958

RIB T EABARET 18

Tel 5% +852 2485 1881

Fountain Set has overseas marketing/representative offices in the following locations. Addresses, phone numbers and fax numbers

are listed at www.fshl.com

TR E M T EERBINHISHEENSER / KRR il - BFERB R ERIESTIATEwww. fshl.com A

London 4 NewYork o Toronto 4 Vancouver g Bangalore g Ho ChiMinh City o Seoul 4 Shanghai 4 Shenzhen g Singapore
W% 9 e E i BT Innz#es RS L] Ltis prsell 0

Production facilities are set up in the following countries:

HLU TR B AR -

The PRC 4 Indonesia 4 Srilanka

HE ENfe HETORS
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