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GROUP PROFILE

About Fountain Set (Holdings) Limited

Fountain Set (Holdings) Limited and its subsidiaries are recognized 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 Group’s worldwide sales reached HK$7.6

billion (US$974 million) in the financial year 2011.

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 5

countries and a global staff force of over 14,200.

To learn more about Fountain Set, please visit www.fshl.com
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EXTENSIVE WORLDWIDE NETWORK 5 X B Bk 48 4%

@ Headquarters
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® Production Facility

EERIE

Overseas Office

BINRER
HEADQUARTERS - #8 &

HONG KONG &8
Fountain Set (Holdings) Limited
BHEX (£8) FRAH

PRODUCTION FACILITY « £ E & 1

CHINA
COTTON SPINNING 1845

Jiangmen Huilian Textile Company Limited
SIPITREBABBRAE

Kaiping Hui Hua Textiles Limited
BFEEHBERAR

KNITTING & DYEING #5528
Jiangyin Fuhui Textiles Limited

IREEHMBRLTF
Yancheng Fuhui Textiles Limited

EHRESSBRAR

KNITTING, DYEING & PRINTING #1428 % EN1E
Dongguan Shatin Lake Side Textiles

Printing & Dyeing Co., Ltd.

R HEBHBERERAT

GARMENT MANUFACTURING 24

Dong Guan Hai Xing Apparel Co., Ltd.
RBEREERAE

Dongguan Fuguan Garment Co., Ltd.

RERRARERAT

Dong Guan FuYi Apparel Co., Ltd.

REBEBREBRAT

Ningbo Young Top Garments Co., Ltd.

ERABHERERAR

Jiangyin Fuhui Textiles Limited

SIREESBERAR

Sugian Young Top Garments Co., Ltd

EEAMHERERLTF

SEWING THREADS MANUFACTURING 24 43 4 =

Dongguan Goldlink Thread Factory Co., Ltd.
RESERBBRLF

TEXTILE MACHINERY MANUFACTURING %5 & BéAs 4 2
Jiangyin Jintian Machinery Limited

TRREABMBRAR

JAKARTA BB hiE
GARMENT MANUFACTURING 27

PT. Sandang Mutiara Cemerlang

COLOMBO AJff3
KNITTING & DYEING $t4% & 6

Ocean Lanka (Private) Limited

EEEE RA) ARAT
TRADING OFFICE « ¥ =52

CHINA FR
SALES OF DYED FABRICS & YARNS &7 & #4085 &

Shenzhen Faun Textiles Limited
FYBHHBRERAT

Shanghai Fuhui Textiles Trading Co., Ltd.
LERESHESERAR

HONG KONG &

RAW MATERIALS SOURCING JFEHREE
Highscene Limited

EEARAT

SALES OF DYED FABRICS & YARNS 77 & 4D 85 &
Fountain Set Limited

BEHEXERLR

SALES OF SEWING THREADS #4147 855

Goldlink Thread Limited
TEEBARAT

Colombo'ey

TR

TEEEE(EE)FABEST —=——==x1

Sugian

B
S

SALES OF GARMENTS X 1K $5 &
Hiway Textiles Limited

BESHHBERAR

OceanStar Textiles International Limited
BEGHHERERAR

Triumph Luck Limited

SEARDA

MACAO B4
RAW MATERIALS SOURCING FUEHREE

Prosperlink (Macao Commercial Offshore) Limited

B (RFEBFEXERYE) BRAR

TORONTO Z 1%
SALES OF DYED FABRICS & GARMENTS %5 ]2 Ak &

Fountain Set Textiles (Ontario) Limited

BHGE (24) ARQF

MARKETING /
REPRESENTATIVE OFFICE «
S RENERE / ARE

HO CHI MINH CITY #75 B3 i
Fountain Set (Singapore) Pte. Limited
- Vietnam Representative Office
BHEZE ) BABRAF"
-BERRE

SEOUL B
Fountain Set Limited
- Korean Liaison Office

RHEXERAF - BERRE

SINGAPORE 3 3
Fountain Set (Singapore) Pte. Limited
BHEEX GiRg) BABRAIF

#  Chinese names are only translations of their official English names. In case of inconsistencies, the English names shall prevail.
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2011 2010 Changes
HKSMil HKsMil 28
BEEEBT HEET
(restated)
(==E5)
Operating Results EEXEE
Revenue 3 7,593.9 6,148.9 23.5%
Profit EF
Total BE 210.9 223.8 -5.8%
Profit margin B RI=x 2.8% 3.6%
Earnings per share (HK cents) FREF GBAL)
- Basic —&ER 26.6 28.2 -5.8%
- Diluted —#8 26.6 N/A N/A
Dividends BE
(after inclusion of proposed final dividend) (EEEREAZREREER)
Per share (cent) S () 1.0 1.0 -
Dividend payout ratio RELEZE 3.8% 3.5%
Financial Position at Year End REELRER KRR
(after inclusion of proposed final dividend) (BEERFZREREER)
Net current assets MEEEFE 1,601.7 1,403.7 14.1%
Total assets BEERE 6,608.9 6,866.0 -3.7%
Long-term bank borrowings RHRTEE 755.9 951.3 -20.5%
Bank borrowings RITERE 2,199.4 2,559.3 -14.1%
Net bank borrowings IRITIEEFE 1,074.8 1,888.9 -43.1%
Total liabilities aEEE 3,510.1 3,990.8 -12.0%
Tangible net worth B FE 2,830.1 2,625.4 7.8%
Net asset value per share (HKS) BREEFEGER) 3.56 3.31 7.8%
Capital expenditure EXREX 110.3 268.1 -58.9%
(after inclusion of interest capitalised) (EEELEEEZNERER)
Financial Statistics B i e 5t
(after inclusion of proposed final dividend) (BEERAZRERERER)
Current ratio TENEE = 1.59 1.47
Long-term bank borrowings ratio RHRTEEL =R 0.27 0.36
Bank borrowings ratio IRITEELL =R 0.78 0.97
Net bank borrowings ratio IRITIEEFELE 0.38 0.72
Gearing ratio EXREEHE 1.24 1.52
Return before tax on average equity BREAI 2 FIIRRESEHFE 11.5% 9.2%
Interest cover ratio FIE b= 5.39 5.61
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FINANCIAL AND STATISTICAL HIGHLIGHTS BAFE B4Rzt E

Revenue, Profit/(Loss) and Profit/(Loss) Margin Total Assets and Equity Attributable to Owners of the Company
EXE BN/(BR)REF/(BH)E BEQBERANABEABIGER
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FINANCIAL SUMMARY BAFEZ =

CONSOLIDATED INCOME STATEMENT

mEWE*R
Year ended 31st August,
BENA=+—HLEE

2007 2008 2009 2010 2011
HK$’000 HK$'000 HK$’000 HK$’000 HK$’000
FET FET FET FET FHET
Revenue = 7,022,991 6,103,045 5,451,492 6,148,949 7,593,889
Profit (loss) from ordinary activities H E ¥ ZF (Fi8) 228,010 (371,125) 8,280 250,095 343,191
Reversal of impairment loss on H[E S B R
amounts due from jointly MIEHRE
controlled entities BREE 540 21,907 - - =
Profit (loss) before taxation MRB AT (B5E) 228,550 (349,218) 8,280 250,095 343,191
Income tax expense Frgf (16,240) (9,179) (12,475) (6,516)  (103,473)
Profit (loss) for the year =FERA(EHE) 212,310 (358,397) (4,195) 243,579 239,718
Attributable to: FE4h -
Owners of the Company AATEEBA 167,481 (396,451) (48,928) 223,798 210,886
Non-controlling interests FEERER 44,829 38,054 44,733 19,781 28,832
212,310 (358,397) (4,195) 243,579 239,718




FREHEE(EE)FARDE -4
FINANCIAL SUMMARY BEAFE =
CONSOLIDATED STATEMENT OF FINANCIAL POSITION SEEBMBEIRRE
At 31st August,
RNB=+—H
2007 2008 2009 2010 2011
HKS$'000 HKS'000 HKS$'000 HKS'000 HK$’000
FET FET FET FET FET
(restated) (restated) (restated) (restated)
(=E75)) (&5 (&%) (&%)
Non-current assets EREBEE 2,347,680 2,337,883 2,620,084 2,479,434 2,300,207
Current assets RBEE 4,302,959 3,662,332 3,434,138 4,386,539 4,308,695
Current liabilities REARE 1,781,472 1,488,830 1,865,990 2,974,955 2,699,104
Net current assets RBEEFE 2,521,487 2,173,502 1,568,148 1,411,584 1,609,591
Total assets less current EEABERRE
liabilities a& 4,869,167 4,511,385 4,188,232 3,891,018 3,909,798
Non-current liabilities FREBEE 1,784,711 1,812,191 1,639,475 1,077,923 871,572
Net assets EEFHE 3,084,456 2,699,194 2,548,757 2,813,095 3,038,226
Capital and reserves BEARRHE
Share capital [N 158,802 158,802 158,802 158,802 158,802
Reserves fhE 2,706,858 2,289,353 2,235,079 2,474,523 2,679,224
Equity attributable to owners KAREBA
of the Company EiLER 2,865,660 2,448,155 2,393,881 2,633,325 2,838,026
Non-controlling interests FERER 218,796 251,039 154,876 179,770 200,200
Total equity EEEE 3,084,456 2,699,194 2,548,757 2,813,095 3,038,226
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CHAIRMAN'S STATEMENT EEiR &

FELLOW SHAREHOLDERS

On behalf of the Board, | am pleased to report to shareholders the results
of the Group for the year ended 31st August, 2011. The revenue was
approximately HK$7,593,889,000, an increase of 23.5% over last year.
Profit attributable to owners of the Company amounted to approximately
HK$210,886,000, a decrease of 5.8% over last year. Net profit margin
under review was 2.8%, compared with 3.6% in the same period last
year. Basic earnings per share was HK 26.6 cents, compared to HK 28.2
cents in 2010. However, if excluding non-recurring exceptional items for
the current and previous years (comprising gain on disposal of property
interests, net gain on disposal of subsidiaries and provision for tax audit),
profit attributable to owners of the Company increased drastically by
82.9% from last year, net profit margin was 3.1% as compared with 2.1%
last year, and basic earnings per share was HK 29.2 cents as compared

with HK 16.0 cents in 2010.

BERR
RAANERRESEMADNZRRERLEEE
E_E——GFNA=+-BLEEZEE &
¥ 54 57,593,889,00058 T 0 A FELLE L F
23.5% ° AN E B A FE(L B FI 4 £5210,886,000
Bt EAFHEB T E5.8% Bl EHRFRF
ER28% HLLEFRBMERBAER36% T
REXRBFH26.6/8l  HELZF—FF 5282
B A MEMBKAFENEFNHELE
MEBRER (BRLEVERRZBRE  H
EMBERARZERRFENRBEESNRE)
RAFHEEABERFEEFHBAKRE LA
82.9%  FEREANEE31% L EF21% ME
REARBRE 529278l - HEE=ZZF—FF16.0
AL e

2011 2010 %
—E-——-F =ZE-EF Batk
HK$’ 000 HK$'000 change
THEx FET 21
Profit attributable to owners of the Company KATEEAELRF 210,886 223,798 (5.8%)
Add/(less): non-recurring exceptional items: #hn, ORd) -
FREMRHKIER !
Gain on disposal of property interests HEMERR Z IBKRE - (96,387)
Net gain on disposal of subsidiaries HEMBARZMBREFE (20,212) (766)
Provision for tax audit BREENEE 41,000 -
Profit attributable to owners of the Company AAREEAEGEERF
(excluding non-recurring exceptional items) (MPRIFLEMISHRIER) 231,674 126,645 82.9%
HK cents HK cents
AL AL
Basic earnings per share BREKRBF 26.6 28.2
Basic earnings per share BREARRR
(excluding non-recurring exceptional items) (MPRIELEHISHIER) 29.2 16.0




CHAIRMAN'S STATEMENT = EiRE

During the earlier part of financial year 2011, the World economy
showed some signs of stabilization. However, the price of cotton and
cotton yarn repeatedly broke new record highs during the first half of
the period under review, due partly to shortage of supply and reducing
global inventory. During the year under review, the Group's revenue
increased by 23.5% as compared with the previous financial year due to
the significant increase in average selling price. Other manufacturing
costs such as energy and wages also increased during the period under
review. Although customers have generally accepted escalation in
the price of fabrics, such escalation compensated majority of the cost
increases due to upsurge in the price of raw materials as well as inflation
in other manufacturing costs but were generally insufficient for the

fabric manufacturers to maintain gross profit margin.

Through a series of continuous and proactive management actions, we
were able to reduce administrative expenses to revenue ratio as well
as distribution and selling expenses to revenue ratio when compared
with the previous financial year. The Group’s improvement in quality
and on-time delivery performances resulted in reduction in claims and
last-minute air freight expenses, enabling significant reduction in the
distribution and selling expenses by more than 22% over last year even
though the revenue increased by 23.5%. In addition, the Group’s factory
utilization rate improved over the same period last year especially in
the first half of the financial year. At the same time, apart from the
continuous expansion into the domestic market in China, the Group
has also successfully built new working relationships with brands and
retailers in the sports wear and casual wear sectors in emerging markets

such as Russia.

During the second half of our financial year, cotton price declined
sharply within a short period of time, thus resulting in relatively higher
inventory value as compared with the market price of raw materials at
that time. This negative impact was reflected partially during the second
half of the financial year as average selling price adjusted downward
following deflation in price of raw material. Severe consolidation in the
textile industry has continued following the global financial crisis in
2008 and escalated by the unprecedented volatility of cotton prices in
2010 and 2011. This consolidation will provide some relief to stronger
players in the supply-chain such as the Group as customers place more
confidence in partnering with more reputable, better established, and

well resourced fabric suppliers.
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The Group continued to strengthen its financial position during the
period under review. As at 31st August, 2011, the Group’s total cash and
cash equivalents approximately amounted to HK$1,124,552,000 while
bank borrowings were reduced by HK$359,866,000 or 14.1% over last
year. Improved financial management enabled the Group to remain
financial stability during a period of severe raw material cost volatility. It
is our aim to further enhance our financial position, especially given the

expectation of tighter liquidity in the banking sector in the near future.

Regarding the tax audit case initiated by the Hong Kong Inland Revenue
Department (“IRD"), the Group has been cooperating closely with the
IRD to provide all requested information in the past few years. Based on
the advice from the Group'’s tax advisor, the Group made a tax provision
of HK$41,000,000 in the current year. At this stage, it is not possible for
the Group to ascertain the outcome of the tax audit. However, we will
consider various approaches in the best interests of the Group to resolve

this dispute with the IRD.

In addition, the Group has set up a sustainability and corporate social
responsibility committee since 2009 and is committed to investing and
implementing environmental-friendly procedures in our business and
production processes as well as promoting and encouraging eco-living to
our staff. With the aim of enhancing energy efficiency, reducing emission,
and promoting sustainable initiatives, numerous green programs have
been planned and executed in factories and offices, such as installation
of energy saving devices, recycle and reduce wastes and water, process

reengineering and actively promote green culture within the Group.

DIVIDEND

The Board has resolved to pay a final dividend of HK 1.0 cent per share
for the year ended 31st August, 2011. The total dividend for the year
would be HK 1.0 cent per share as compared with HK 1.0 cent per share

for last year.
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AWARDS

Jiangyin Fuhui Textile Limited, the Group’s wholly owned subsidiary,
was accredited “Hundred Star Enterprise” by the People’s Government of
Jiangyin this year. It was also awarded with “Outstanding Enterprise of
Foreign Investment” and “Outstanding Organization for Environmental
Protection” by the Jiangyin Economic Development Zone Government;
and “Caring Enterprise” by the Jiangyin Charity Federation and
“Outstanding Staff Library of Chinese Trade Unions” by the All China
Federation of Trade Unions. Ocean Lanka (Private) Limited, a Group's
fabric subsidiary, has been accredited with the “Fair-trade Certificate”
since 2006. Dongguan Shatin Lake Side Textiles Printing & Dyeing Co.,
Ltd., a fabric subsidiary of the Group, was granted a “Gold label” of Low
Carbon Manufacturing Programme (LCMP) from World Wildlife Fund
(WWEF), a leap from the “Certified Label” in 2010. Two of our fabric mills
namely Dongguan Shatin Lake Side Textiles Printing & Dyeing Co. Ltd.
and Ocean Lanka (Private) Limited received the “Global Organic Textiles

Standard” (GOTS) certificate by the Institute for Marketecology.

BUSINESS OUTLOOK

The difficult business environment is expected to persist as
unemployment rate remains high and the recent economic data are
not promising in parts of North America and Europe, resulting in lower
consumer confidence and demand for textile products. The possibility of
further worsening of debt crisis in Europe is leading to more uncertainty
and instability in the global economic environment that is likely to
remain fragile and weak in the near future. Meanwhile, the average
selling price of knitted fabrics for the next year will most likely be lower
compared with that of the year under review as the prices of cotton
and cotton yarn have declined substantially since early 2011. Through
our focus on products, services and efficiency, the Group will continue
to build upon our strong reputation and loyal customer base to seek

growth in export market share.
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China has one of the fastest growing consumer markets in the world
coupled with strong government initiatives to further stimulate domestic
consumption. The Group will continue to expand our sales in China by
strategically targeting both domestic and foreign branded clients as
the local consumer preference shifts towards better product quality,
safety and innovations. Our domestic sales have shown continuous
improvement since the establishment of our Shanghai and Shenzhen
sales offices as well as the active promotion of our product brand “fabric
by Fountain Set™” to the textile and apparel supply chain in China over
the past few years. We anticipate our domestic sales for textiles and
apparel in China to continue increasing at a faster pace over export

during the next few years.

The Group currently possesses a total of approximately 25 million
pounds of monthly fabric production capacity. Our latest fabric mill,
Yancheng Fuhui Textiles Limited, located in Yancheng City of the Jiangsu
province in China has commenced production during last financial
year. The Yancheng mill will provide an enormous potential for future
expansion of the Group as the domestic consumption in China continues
to grow and when export market recovers. The Group targets to maintain
approximately 3 million pounds of monthly fabric dyeing output in the
Yancheng mill during the next financial year. Eventually, the Yancheng
mill could be developed to house a total fabric dyeing capacity of over
10 million pounds per month upon completion of all phases. The Group
will carefully monitor market conditions and the development plans of
our customers before further investing and developing any additional

capacity.

Sales of garment during the financial year under review have increased
by 30.2% when compared with the previous year as a result of
strengthening effort in business development. We expect the momentum

of sales growth in the garment business to continue in the coming year.

The Group will also further optimize its operations and infrastructure
to cope with changing market conditions while maintaining a solid
foundation to support future growth. These initiatives include ongoing
review of management functions such as cost and performance
measurements, risk management and corporate governance. The Group
will also focus on reducing net gearing ratio to a more sustainable level
over the next few years by maintaining stringent control over working

capital and capital expenditure.
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CHAIRMAN'S STATEMENT = EiRE

Based on the current assessment, the Group expects industrial
environment in the coming financial year to be very challenging,
especially during the earlier part of the year due to relatively higher
price inventory coupled with declining selling price. However, we expect
this situation to improve as material and selling prices are expected
to stabilize during the later part of the year. We therefore maintain a
somewhat cautious view on the Group’s overall performance in the
near term. Nevertheless, with our strategically located fabric mills in
Guangdong and Jiangsu provinces in China and Sri Lanka as well as the
growth in domestic sales in China, we are well positioned to increase our
market share following further consolidation of the supply chain and
when market demand gradually recovers in the future. Therefore, we are

relatively more optimistic on business outlook for the longer term.
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On behalf of the Board
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Hong Kong
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BUSINESS REVIEW

During the year under review, the profit attributable to owners of the
Company was approximately HK$210,886,000, a decrease of 5.8% over
last year, or an increase of 82.9% last year if excluding non-recurring
exceptional items (comprising gain on disposal of property interests, net
gain on disposal of subsidiaries and provision for tax audit) in current
year and last year. Gross Profit margin decreased slightly from 16.2%
last year to 15.3% this year due to increase in manufacturing costs
such as material, staff and energy cost as compared with previous year.
The Group’s operation efficiency is gradually returned to a normalized
level because of the improved market environment. Distribution and
selling expenses significantly decreased by over 22%, representing 2.5%
of revenue compared with 4.0% in 2010. Administrative expenses to
revenue also dropped from 9.1% in 2010 to 8.1% in this financial year.
The increase in finance costs, from HK$48,201,000 to HK$71,589,000,
was due to the increase in bank borrowings and interest rates. With
aggressive and stringent credit control implemented during the year,
our trade receivable day improved from 81 days in 2010 to 61 days in
2011. Furthermore, the Group received the fourth and last installments
amounted totally to RMB155,000,000 in this financial year after the
disposal of a Group's subsidiary, Dongguan Fuan Textiles Limited’s

properties in April 2009.

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$6,643,889,000, an increase of 22.6% as compared with last year, and

accounted for 87.5% of the Group's total revenue.

Production and Sales of Garments
Annual revenue from the production and sales of garments was
approximately HK$950,000,000, an increase of 30.2% as compared with

last year, and accounted for 12.5% of the Group’s total revenue.
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Analysis by Customer Geographical Regions

The Group’s major customers were garment manufacturers located
in Asia and accounted for approximately 94.6% of the Group's total
revenue, a decrease of 0.5 percentage points when compared with 95.1%
of last year. The remaining 5.4% was generated from sales to customers
based in America and Europe. A more substantial growth was achieved
in business with customers based in China, accounted for approximately
19.6% of the Group's total revenue. The Group has established local
marketing offices or fabric mills and strategically targeted China as our

potential growth country in the past few years.

FINANCIAL REVIEW

Liquidity and Financial Information

At 31st August, 2011, the Group’s total assets amounted to
approximately HK$6,608,902,000, representing a decrease of
approximately HK$257,071,000 over last year. Total assets included non-
current assets of approximately HK$2,300,207,000 and current assets
of approximately HK$4,308,695,000. The above assets were financed
by current liabilities of approximately HK$2,699,104,000, non-current
liabilities of approximately HK$871,572,000, non-controlling interests of
approximately HK$200,200,000 and equity attributable to owners of the
Company of approximately HK$2,838,026,000.

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 bank
borrowings. Capital expenditure was mainly financed by long-term bank

borrowings and proceeds received from sale of properties.

Bank borrowings totally decreased by approximately HK$359,866,000
and the total amount of short-term bank deposits, bank balances and

cash increased by approximately HK$454,176,000.

At 31st August, 2011, the principal financial ratios (after inclusion of

proposed final dividend) were as follows:
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Net Bank Borrowing Ratio IRITEEFELLR 0.38 0.72
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The sales and the purchase of raw materials of the Group are mainly
denominated 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 would enter into appropriate hedging arrangements in

accordance with the Group’s risk management policies.

Capital Expenditure

During the year, the Group invested approximately $110,334,000 (2010:
HK$268,104,000) in the additions of property, plant and equipment.
Capital expenditure of approximately $35,000,000 was postponed from
financial year 2011 to 2012. As a result, the Group expects that capital

expenditure for financial year 2012 will not exceed HK$180,000,000.

Inventory

The Group’s inventory approximately amounted to HK$1,683,454,000
as of 31st August, 2011 (2010: HK$1,938,592,000) and the inventory
turnover day was 96 days (2010: 137 days). The decrease is due to
significantly decline in purchase of cottons and yarns in second half of
financial year as a result of highly fluctuated prices of cotton and cotton

yarn.

Employees and Emolument Policies

At 31st August, 2011, the Group had approximately 14,200 full
time employees (2010: 16,200). The Group’s emolument policies
are formulated on the performance of individual employee and on
the basis of the salary trends in various regions, and are 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 on Corporate
Governance Practices (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 applied the principles and complied with all the code
provisions of the Code throughout the year except that, with respect
to the Code provision A.2.1, the roles of chairman and chief executive
officer (“CEO") were performed by the same individual for the period
from 1st September, 2010 to 30th April, 2011. Considered reasons are

provided in the section of “Chairman and Chief Executive Officer”.

BOARD OF DIRECTORS

The overall management of the Company’s business was 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 focuses its attention on matters affecting the Company’s
overall strategic policies, finances and shareholders. The Board
comprised nine members, consisting of four executive directors, one
non-executive director and four independent non-executive directors as
at 31st August, 2011. The profile of all directors are set out on pages 23
to 27. 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 respective independence pursuant to
the independence guidelines set out in Rule 3.13 of the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing Rules”).
As explained in the announcement dated 3rd March, 2010, although
Mrs. FUNG YEH Yi Hao, Yvette has not met the requirement under Rule
3.13(7) of the Listing Rules since she was a non-executive director of the
Company prior to her re-designation as an independent non-executive
director. In view Mrs. FUNG prior to her re-designation did not have any
executive/management role or function in the Group and she had not
been under the employment of any member of the Group throughout
such period she was a non-executive director, the Company considers
that Mrs. FUNG to be independent. In this connection, the Company

considers four independent non-executive directors to be independent.

Four Board meetings were held during the financial year. Directors
actively participated in each meeting in person, via telephone or video-
conferencing. Directors gave and received reports on the activities of the
operating divisions and presented papers supporting decisions which
required the Board approval. The Board consents were given by-vote at

the Board meetings.
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The dates of the 2011 regular Board meetings were determined in 2010
and any amendments to this schedule were notified to all directors at
least 14 days before the meeting. Suitable arrangements were in place
to allow directors to include items in the agenda for regular Board

meetings.

If a director had 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 declared respective interest and was
required to abstain from voting. The matter was considered at a Board
meeting attended by independent non-executive directors who had 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:

EEELRE

AARE-E-FBERBET-E——FES
EEMERGETES R BRBYES
STOAFBAEES - RAAEEBERY -
RESRUBHEEUMAES R NSRS
R o

FRESHESERTERNRZAERTE
FESERREANEFTRE - P ROEHNE
EARBANGE BARRERE - ARSEEAL
EZECRETR MAEBRZTERXEHITRE
EEARNENBUFATESHE -

ESNEFEEENRAIIMEESZEES (FX
ZEERFMEESS) WHEFBIERNT X :

Meetings Attended/Meetings Held
HERY, EEBRE

Audit Remuneration

Name of directors Board Committee Committee

BEEpnE 2y EREEE FHEES

Executive directors BITEE

Mr. HA Chung Fong BEMFEE 4/4

Mr. HA Kam On, Victor EfRREE 4/4

Mr. HA Hon Kuen BERLE 4/4

Dr. YEN Gordon BEREL 4/4

Mr. LAU Hong Yon WMEREEE 2/2 2/2
(retired on 1st March, 2011) (R=ZE——F=H—RHENK)

Non-executive directors FHITEE

Mr. CHAN Yuk Yin PRIBE 4 2/2
(appointed on 1st March, 2011) (R=ZE——F=F—BEZMF)

Independent non-executive directors BV B ITEE

Mr. NG Kwok Tung hBEIREE 4/4 5/5 5/5

Mr. WONG Kwong Chi IBZhE 4/4 5/5 5/5

Mr. CHOW Wing Kin, AKREE 4/4 5/5 5/5
Anthony, $8s, JP REHEE » K FHL

Mrs. FUNG YEH Yi Hao, Yvette BEES L 4/4 5/5
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All directors accessed to the services of the company secretary who
regularly updated the Board on governance and regulatory matters. Any
director, wishing to do so in the furtherance of respective duties, might
take independent professional advice (through the Chairman) at the
Company’s expense. The availability of professional advice extended to

the Audit Committee and the Remuneration Committee.

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

comment and record respectively.

BOARD COMMITTEES

The Board has established two committees, namely the Audit Committee
and the Remuneration Committee, throughout the year ended 31st
August, 2011. Their terms of reference were approved by the Board.
During the year, these committees adhered to their principles,
procedures and arrangements set out above. The respective committee
secretary took full minutes of the meetings of these committees and the

work of these committees was 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 was the
Chairman and Managing Director of the Company for the period from
1st September, 2010 to 30th April, 2011. On 1st May, 2011, Mr. HA Kam
On, Victor was appointed as Group Managing Director in place of Mr. HA
Chung Fong, details of which were set out in the announcement dated
24th May, 2011. After such change, the roles of the chairman and CEO
of the Company are separate that Mr. HA Chung Fong acts the Chairman
while Mr. HA Kam On, Victor acts CEO role. The Board viewed that the
aforesaid arrangements were in the best interest of the Company after

having considered the business operation and nature of the Company.

NON-EXECUTIVE DIRECTORS

All the existing independent non-executive directors, were previously
appointed with specific terms, and the terms were extended for one
year up to 31st August, 2012. A non-executive director, Mr. Chan Yuk Yin,
entered into an appointment letter with the Company for a term of one
year commencing 1st March, 2011. 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 enquiries 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, 2011.

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 the four independent
non-executive directors. The Committee is chaired by Mr. WONG Kwong
Chi.

The Remuneration Committee held five meetings during the year and
detail of attendance is shown in the table on page 18. 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, 2011.
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 respective associates is involved in

deciding their respective remuneration.

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.

20

EEELRE

EEETRFRS
AATRCEMNLET AR ESETESRINE
AR ((BETFAUDAEEBRESTETES
GRZFA - BEARNARAMEEERLAREN
% ARRARAFTEESREZ-_Z——FN
A=+—HALFERPYECETEETRMER
HIAZ%E o

EE2HM

ARBAERUFMEES EUMESSHE
EREREBAENFTHBRRRBREHARZE -
FHZEENBEEEECHESSE S REHE
ERTRAFEHRHARE THEHRAQRBA ZHER -

FNEEERANUBIFHTESTAR -
BERERREEEERE -

FHZEERNAFERNETTRARER HE
HBEIINEBEZRA - FHEESERAFE
W THEBENTEA:

- BFHTESEE-ZE--—SNB=1+-
ALEFEZHFMOESSTREZE - HH
ZESCZERBERBELAMITHEH -
EEANENEEARBE SEREBRE
UNEBRERESERRETNHMHE
A

- EBZREFTETHRBBNLARBEERE
B BRI EFTEENHFHRERR
i 8 T B #r BN 5 ==

. EREANESRSANEARBEARTS
BRERE ZHM -

EEZRS

READER ESSARTHREREEME

TALTRAES UWEHESTTZTRJEME
E WEANESERARAREZRRAE

IHRBRREEEFE - ESHNREZTZEHESR

ANEIREREEETFARRAEBHER -



CORPORATE GOVERNANCE REPORT % &:43R

The Company has established a Nomination Committee on 1st
September, 2011 for the purpose of making recommendations to the
Board on the appointment of directors. The terms of reference of the
Nomination Committee have been reviewed by the Board with reference

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

The Nomination Committee presently comprises five directors, including
the Chairman, Mr. HA Chung Fong, and the four independent non-
executive directors. The Committee is chaired by Mr. CHOW Wing Kin
Anthony, SBS, JP.

AUDITORS’ REMUNERATION
For the year ended 31st August, 2011, the fees charged by the

Company’s auditors in respect of audit and non-audit services amounted

to approximately HK$4,076,000 and HK$573,000 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 revised on 1st January, 2009 with reference

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

The Audit Committee presently comprises three independent non-
executive directors of the Company (namely Mr. NG Kwok Tung, Mr.
WONG Kwong Chi and Mr. CHOW Wing Kin, Anthony, SBS, JP) and is
chaired by Mr. NG Kwok Tung.

The Audit Committee held five meetings during the year and detail of
attendance is shown in the table on page 18. The work of the Audit

Committee during the year included of the following matters:

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

engagement of the external auditors;

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

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

contained in them;

review financial controls, internal controls and risk management

systems;

discuss with management regarding the system of internal controls
and ensure that management has discharged its duty to have an
effective internal control system including adequacy of resources,
qualifications and experience of staff of accounting and financial

reporting function, and their training programmes and budget;

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

monitor the effectiveness of internal audit function;
review financial and accounting policies and practices; and

. review external auditors’ management letter, any material queries
raised by auditors to management in respect of 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. The external auditors’ statement about their

reporting responsibilities is set out on pages 38 and 39.

INTERNAL CONTROLS

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

DIRECTORS
Mr. HA Chung Fong

Chairman

Member of Nomination Committee

Director of various subsidiaries of the Group

Aged 73, is the founder of the Group. Mr. HA is also the Honourable
Chairman of The Hong Kong General Chamber of Textiles Limited and
Honourary Life Chairman of Textiles and Clothing Industry Association of
Kai Ping City. He has been accredited as Honourary Citizen of Dongguan
City, Kai Ping City, Enping City and Xinhui City in the PRC. Mr. HA was
presented with “Lifetime Achievement Award” from China Knitting
Industry Association in 2010. Mr. HA is also an Honourable Professor of
Xi'an University of Engineering Science & Technology. 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. HA Kam On, Victor

Group Managing Director

Director of various subsidiaries of the Group

Aged 46, joined the Group in 2002 as General Manager of the garment
business and became an Executive Director in 2004. He was promoted to
Executive Director and Group General Manager in 2009 and appointed
as Group Managing Director in May, 2011. He serves as a Director of
the Lions Kidney Education Center & Research Foundation; a Director
of HK Wuxi Trade Association; a Founding Member of the Hong Kong
Professionals & Senior Executives Association and a Member of Hong
Kong Young Industrialists Council. He has been accredited as Honorary
Citizen of Jiangmen City in the PRC; and was also awarded the “Young
Industrialist Awards of Hong Kong” from the Federation of Hong Kong
Industries in 2010. 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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Mr. HA Hon Kuen

Executive Director

Director of various subsidiaries of the Group

Aged 47, joined the Group in 1993 and joined the Group’s Board in 1996
as a Non-executive Director and re-designated to an Executive Director
on 1st March, 2010. 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.

Dr. YEN Gordon

Executive Director

Director of various subsidiaries of the Group

Aged 41, 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; a member of the Textile Advisory Board
to the Trade & Industry Department 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 had 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.
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PROFILE OF DIRECTORS AND SENIOR MANAGEMENT

Mr. CHAN Yuk Yin

Non-executive Director

Aged 48, joined the Group in 1990. Between 1990 and 1997, Mr. CHAN
served in the Group's sales department and was promoted to Director
and General Manager of various subsidiaries of the Group in 1997. Mr.
CHAN was responsible for the overall management of various subsidiaries
of the Group. Mr. CHAN resigned from all his roles in the Group, namely
as the Director and General Manager of various subsidiaries of the Group
on 1st March, 2011. Immediately upon his resignation, Mr. CHAN was
appointed as a Non-executive Director of the Company on the same
date. He has over 20 years' experience in the textile industry and holds
a Higher Diploma in Textile Technology from the Hong Kong Polytechnic

University.

Mr. NG Kwok Tung

Independent Non-executive Director

Chairman of Audit Committee

Member of Remuneration Committee

Member of Nomination Committee

Aged 61, joined the Group’s Board in 1993 as an Independent Non-
executive Director. Mr. NG is a practising accountant. He is also an
Independent Non-executive Director of Universe International Holdings
Limited and a Non-executive Director of Wah Ha Reality Company
Limited, both of which are listed companies in Hong Kong. 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

Member of Audit Committee

Chairman of Remuneration Committee

Member of Nomination Committee

Aged 60, joined the Group’s Board in 1998 as an Independent Non-
executive Director. Mr. WONG is the Managing Partner of Asian Global
Capital. Mr. Wong is an Executive Director of China.com Inc. and an
Independent Non-executive Director of Glory Mark Hi-tech (Holdings)
Limited, both being listed companies in Hong Kong. He is also an
Executive Director of CDC Software Corporation, a company listed in
USA. For the period from August 2005 to September 2011, he was an
Executive Director of CDC Corporation, a company listed in USA. Mr.
WONG 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

Member of Audit Committee

Member of Remuneration Committee

Chairman of Nomination Committee

Aged 61, 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 30 years and is a partner in the law firm, Messrs. Peter
C. Wong, Chow & Chow. He is a Non-executive Director of Kingmaker
Footwear Holdings Limited, a company listed in Hong Kong. He also
sits on the board of The Link Management Limited which manages The
Link Real Estate Investment Trust. For the period from June 2005 to July
2011, Mr. Chow was an Independent Non-executive Director of Ping An
Insurance (Group) Company of China, Limited, a company listed in Hong
Kong. 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 member of Appeal Board on Public Meetings
and Processions. 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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Mrs. FUNG YEH Yi Hao, Yvette

Independent Non-executive Director

Member of Remuneration Committee

Member of Nomination Committee

Aged 50, joined the Group’s Board in 2000 as a Non-executive Director
and re-designated to an Independent Non-executive Director on 1st
March, 2010. Mrs. FUNG is also a Director of Hsin Chong International
Holdings Ltd. and Chair of The Yeh Family Philanthropy. She also
serves as an Independent Non-executive Director of Tai Ping Carpets
International Limited, a 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. From
September 1999 to November 2009, she was also an Independent Non-
executive Director of Doxen Energy Group Limited (formerly known as
Hong Kong Catering Management 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. She is a Member of the Council of The Hong
Kong University of Science and Technology, a Council Member of the
Hong Kong Society for the Deaf, a Member of the Public Affairs Forum
(Home Affairs Bureau) and a Member of the Board of Visitors of Stanford

Law School.

SENIOR MANAGEMENT
Mr. YIM To Hung

Director and General Manager of various subsidiaries of the Group

Aged 48, 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 management of various subsidiaries of the
Group. He has over 25 years of solid experience in the textiles industry in

which over 15 years' management experience in the PRC.

Ms. HA Kam Yee

Sourcing Director of the Group’s Material Sourcing Department

Aged 41, joined the Group’s material sourcing department in 1994 and
became the head of the department in 2002. Ms. HA is responsible
for monitoring the Group’s material sourcing operations. She holds a
Bachelor degree of Science in Computer Science from the University
of British Columbia, Canada. Prior to joining the Group, Ms. HA had
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, 2011.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The principal
activities of its principal subsidiaries are set out in note 15 to the

consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year are set out in the consolidated

income statement on page 40.

No interim dividend was declared for the year. The directors now
recommend the payment of a final dividend of HK1.0 cent per share
to the shareholders on the register of members on 12th January, 2012,
amounting to HK$7,940,000, and the retention of the remaining profit for

the year.

PROPERTY, PLANT AND EQUIPMENT
During the year, the Group had additions of HK$110,334,000 to property,

plant and equipment which were mainly used 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 13 to the consolidated financial statements.

SHARE CAPITAL

Details of the share capital are set out in note 30 to the consolidated

financial statements.

DISTRIBUTABLE RESERVES OF THE COMPANY

The Company’s reserves available for distribution to shareholders as at
31st August, 2011 represented the retained profits of HK$628,518,000
(2010: HK$619,561,000).
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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. HA Kam On, Victor (Group Managing Director)
Mr. HA Hon Kuen

Dr. YEN Gordon

Mr. LAU Hong Yon (retired on 1st March, 2011)

Non-executive director:
Mr. CHAN Yuk Yin (appointed on 1st March, 2011)
Independent non-executive directors:

Mr. NG Kwok Tung

Mr. WONG Kwong Chi

Mr. CHOW Wing Kin, Anthony, $8s, JP
Mrs. FUNG YEH Yi Hao, Yvette

Pursuant to Article 102 of the Company’s Articles of Association, Mr. HA
Hon Kuen, Mr. NG Kwok Tung and Mrs. FUNG YEH Yi Hao, Yvette shall
retire by rotation at the forthcoming annual general meeting (“AGM"). All

retiring directors, being eligible, offer themselves for re-election.

Pursuant to Article 93 of the Company'’s Articles of Association, Mr. CHAN
Yuk Yin shall retire at the forthcoming AGM but will not offer himself 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 SHARES AND UNDERLYING

SHARES
At 31st August, 2011, 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 contained in the Rules Governing the Listing of Securities on the

Stock Exchange (the “Listing Rules”), were as follows:

Long positions in shares of the Company:

EEZROKEBRAER

RZB-——5NA=+—-B REXQIAER
ZRBMEFRPEIUFRECEMATHIRE
BEREXSMAERMR (XM &S EHR
BTLEmRAUDFABLETARNESETESR
GRBETFRABHNARARBIFAZ2ESR
FRBEEERKREZHBATIRALARA
HEEE 2 ROREBERDPHEE 2EZNT :

RAQXFRDEFRER

Approximate
percentage

of the issued

Number of issued ordinary shares held as share capital of
HERITEEREE the Company
Beneficial Other FOR R YN
Name of director owner interests Total 28T
BB ERBEEA Hitb k= B BA =
Mr. HA Chung Fong 45,398,000 280,082,044 325,480,044 40.99
ENFEE (note)
(Bt5E)
Mr. HA Kam On, Victor 11,440,000 - 11,440,000 1.44
ERTEE
Dr. YEN Gordon 6,400,000 - 6,400,000 0.81
BE#EL
Mr. CHAN Yuk Yin 3,360,000 - 3,360,000 0.42
PBRAB B %4
Mrs. FUNG YEH Yi Hao, Yvette 70,000 - 70,000 0.01
BEEE LT

Note: 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”).
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Long positions in underlying shares of the Company:

FEHEEE(EE )FRELE -—z——=£45

RAQXBHEBERDOEFRER

Number of
underlying
Name of director Capacity Number of options held shares
EEE8 &1 FREBERERR HERDHE
Mr. HA Kam On, Victor Beneficial owner 7,900,000 7,900,000
BERR2EE ERBEBA
Mr. HA Hon Kuen Beneficial owner 5,000,000 5,000,000
BEERRE BmEAA
Dr. YEN Gordon Beneficial owner 7,900,000 7,900,000
BE®REL BB A
Dr. YEN Gordon Interest of spouse 5,000,000 5,000,000
BEHEL (B

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

as at 31st August, 2011.

SHARE OPTIONS

Particulars of the Company’s share option schemes, the 2002 Scheme and

the 2011 Scheme, are defined and set out in note 31 to the consolidated

financial statements.

BREMIFPEEN  RZBE——FENA=+—8"
BMERAQAAEERAFRS2HBEALIRAATR
HEEMEBELIE2ROREEROTESEM

AR -

B

AARZBRESE  —EZ_FHEAK=F
——FHECHBERGEMBRRMEANR
ERE -
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The following table discloses movements in the Company’s share options TREEARADNTINEAZERESHBER :
during the year:
Outstanding Outstanding
at Granted Forfeited at
Exercise beginning during during end of
Scheme Date of grant price of the year the year the year the year
REH R L3 RER
8 RAAH f1EE R ATR BRH Bl EES i
Category 1: Directors
1% .8F
Mr.HA Kam On, Victor 2002 17th September, 2010 HK$1.29 - 4,600,000 - 4,600,000
ERZEE ZZEZF ZE-ZEABTLR 12987
2011 18th August, 2011 HKS$1.21 - 3,300,000 - 3,300,000
ZE--f  ZE--F7\ATNE 12187
Mr. HA Hon Kuen 2002 17th September, 2010 HK$1.29 - 2,000,000 - 2,000,000
BEELE ZEECF ZE-ZEARTLA 12987
20M 18th August, 2011 HKS$1.21 - 3,000,000 - 3,000,000
ZE--% ZE--E]\BTNA 12187
Dr. YEN Gordon 2002 17th September, 2010 HK$1.29 - 4,600,000 - 4,600,000
BREEL ZER2E ZE-ZEAATLA 12987
20M 18th August, 2011 HK$1.21 - 3,300,000 - 3,300,000
2--§ ZE--%\BTNH 12187
Total Directors - 20,800,000 - 20,800,000
BEo4
Category 2: Employees
#£4 E5
2002 17th September, 2010 HK$1.29 - 11,200,000 (4,600,000 6,600,000
ZE2-F  ZE2-ZEARTLA 12987
20M 18th May, 2011 HK$1.91 - 3,352,000 - 3,352,000
8- ZB--¥1A1NH 19187
20M 18th August, 2011 HK$1.21 - 13,445,000 - 13,445,000
E2--% ZE--f£Bt/R 12187
Total Employees - 27,997,000 (4,600,000) 23,397,000
BEAH
Two categories - 48,797,000 (4,600,000) 44,197,000
kS
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Share options granted on 17th September, 2010 under the 2002 Scheme
are exercisable during the period from 17th March, 2014 to 17th March,
2017 in three tranches, being

17th March, 2014 to 17th March, 2017 (up to 30.00% of the share

options granted are exercisable)

. 17th March, 2015 to 17th March, 2017 (up to 60.00% of the share

options granted are exercisable)

. 17th March, 2016 to 17th March, 2017 (all share options granted are

exercisable)

Share options granted on 18th May, 2011 under the 2011 Scheme are
exercisable during the period from 18th May, 2012 to 17th May, 2015 in

three tranches, being

18th May, 2012 to 17th May, 2015 (up to 32.52% of the share

options granted are exercisable)

. 18th May, 2013 to 17th May, 2015 (up to 65.04% of the share

options granted are exercisable)

. 18th May, 2014 to 17th May, 2015 (all share options granted are

exercisable)

Share options granted on 18th August, 2011 under the 2011 Scheme are

exercisable by 2 batches as follows:

Batch 1: 15,900,000 share options are exercisable during the period from

19th August, 2012 to 18th August, 2017 in five tranches, being

. 19th August, 2012 to 18th August, 2017 (up to 20.00% of the share

options granted are exercisable)

19th August, 2013 to 18th August, 2017 (up to 40.00% of the share

options granted are exercisable)

. 19th August, 2014 to 18th August, 2017 (up to 60.00% of the share

options granted are exercisable)

FEHEEE(EE )FRELE -—z——=£45

REZZE-ZEFAA+LARB-ZZZF:8
?Etﬂzﬁﬁﬂﬂgﬁmf\‘zﬁ—ﬂi—ﬁ-{—tﬁ
E-tFZATLEHBI ZEARRTUITE
B

. ZE-NME=ZAt+tHE=Z—tF=H
TLtH (B EEREEREZ30.00%7 F
171E)

. ZE-HAF=A+tHEZZ-tH=A
TR (BRZEEREEREZ60.00%0 F
1718)

. ZE-XEZA+tBREZZE-+t&H=A
TtA (FEEREZBRETFTE)

R-ZBE-——FAB8TNARE-F——F53
BHEBERETR-_Z-——_FHEA+NHEZ
Z-AFEATLEHBD ZEARRKRTUITHE
ap

—E-_FHRAt+N\BEZE—HRFEHA
TtH(BEZHEREBREZ32.52% F
17fE)

. —E-=Z5RBAt+N\BEZZE-HEFEHA
Tt (BRZEEREBREZ6504%0F
17)

—_E-NERATNBEZZ—HFHA
TtA(FFEEREZEBRENFTHFE)

R-ZB——F B+ NARAE-E——Fi8
B2 BT S W T ST BFIMT

% —Ht 15900000 BRETR_-_Z—ZFN
Bt+thBE=ZZ—+tENA+NBHESERE
P ER F BA4TfE - D

. ZE-—HFENATABRE=ZZE—tHENA
TNHB (&RZLHEREERE Z220.00%7 F
7E)
—E-=ZFNAt+NABEZZE—tFENA
TNB (RZEERLBRE 240.00%0 F
171E)

—E-NFEFNARTAEBE=Z—tENA
TNB (BRZEERLERE Z260.00%0 F
171)
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. 19th August, 2015 to 18th August, 2017 (up to 80.00% of the share

options granted are exercisable)

. 19th August, 2016 to 18th August, 2017 (all share options granted

are exercisable)

Batch 2: 7,145,000 share options are exercisable during the period from

19th August 2012 to 18th August, 2015 in three tranches, being

. 19th August, 2012 to 18th August, 2015 (up to 34.15% of the share

options granted are exercisable)

. 19th August, 2013 to 18th August, 2015 (up to 68.31% of the share

options granted are exercisable)

. 19th August, 2014 to 18th August, 2015 (all share options granted

are exercisable)

The closing prices of the Company’s shares immediately before 17th
September, 2010, 18th May, 2011 and 18th August, 2011, the dates of
grant of the options, were HK$1.29, HK$1.80 and HK$1.21, respectively.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

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 debentures of, the Company or any other body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

Save as disclosed in the paragraph headed “Connected Transactions”

in this report and note 40 to the consolidated financial statements, 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.
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CONNECTED TRANSACTIONS

The Company’s auditor was engaged to report on the Group’s continuing
connected transactions in accordance with Hong Kong Standard on
Assurance Engagements 3000 “Assurance Engagements other than Audits
or Reviews of Historical Financial Information” and with reference to
Practice Note 740 “Auditor’s Letter on Continuing Connected Transactions
under the Hong Kong Listing Rules” issued by the Hong Kong Institute of
Certified Public Accountants. The auditor has issued his unqualified letter
containing his findings and conclusions in respect of the continuing
connected transactions disclosed by the Group in note 40 to the
consolidated financial statements in accordance with Chapter 14A.38 of
the Listing Rules. A copy of the auditor’s letter has been provided by the

Company to the Stock Exchange.

The independent non-executive directors have also reviewed the
continuing connected transactions and in their opinion, those

transactions were entered into by the Group:

(i)  inthe ordinary course of business of the Group;

(i)  on normal commercial terms or terms no less favourable to the
Group than terms available to or from independent third parties;
and

(iii) in accordance with the terms of the agreements governing such
transactions that are fair and reasonable and in the interests of the

shareholders of the Company as a whole.

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.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER
SHAREHOLDERS' INTERESTS

At 31st August, 2011, 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 shareholders had notified the Company of relevant interests in

the issued share capital of the Company.
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Long positions in shares and underlying shares of the Company:

RAEDBRDREBEROGHFRER

Approximate
percentage
of the issued

share capital

Name of substantial shareholder Number of shares  Capacity HIEE BT
TERRER ROEHE 5S4 PR A b 2
Ms. TANG Kuen Mui 325,480,044  Spouse interest 40.99
Bk £ (notes 1and 3) EifBfEs=

(BtaF1%3)
Newcorp 280,082,044 Interest of corporation controlled 35.27

(notes 2and 3) Pl H =B MR

(H1aF2K3)

Notes: Btat -

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

interested in the shares held by Mr. HA Chung Fong and Newcorp as well.

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.

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

of the Company as at 31st August, 2011.

EMOLUMENT POLICY

The emolument policy of the employees (excluding key management) of
the Group is set up by the senior management of the Group on the basis

of their merit, qualifications and competence.

The emoluments of the directors and key management of the Company
are decided by the board of directors (the “Board”) and reviewed by the
Remuneration Committee, having regard to the Company’s operating

results, individual performance and comparable market statistics.
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The Company has adopted a share option scheme as an incentive to
directors and eligible employees, details of the scheme are set out in

note 31 to the consolidated financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

The aggregate revenue attributable to the Group’s five largest customers

was less than 30% of the total revenue for the year.

The aggregate purchases attributable to the Group’s five largest suppliers

was less than 30% of the total purchases for the year.

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 customers or suppliers.

DONATIONS

During the year, the Group made charitable and other donations

totalling HK$627,000.

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, 2011.

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
25th November, 2011
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INDEPENDENT AUDITOR'S REPORT  ¥% 3T #% BT 3R &

Deloitte.
=)

TO THE MEMBERS 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 40 to 148, which comprise
the consolidated and Company’s statements of financial position as at
31st August, 2011, and the consolidated income statement, consolidated
statement of comprehensive income, consolidated statement of changes
in equity and consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies and other

explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued by the
Hong Kong Institute of Certified Public Accountants and the Hong Kong
Companies Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether

due to fraud or error.

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 about whether the consolidated financial

statements are free from material misstatement.
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INDEPENDENT AUDITOR'S REPORT  ¥% 3T #% BBl 3R &

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 of the consolidated financial statements that
give a true and fair view 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, 2011 and of the Group’s profit 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
25th November, 2011
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CONSOLIDATED INCOME STATEMENT

For the year ended 31st August, 2011
BE—FE——FNA=F—HILFE

mEWRR

2011 2010
NOTES HK$’000 HK$000
Bt FET FET
Revenue =E 3 5 7,593,889 6,148,949
Cost of sales $HE R A (6,429,052) (5,154,109)
Gross profit EF 1,164,837 994,840
Other income HAbW A 54,967 70,351
Gain on disposal of property interests HEYERR ZFBRE 12 - 96,387
Reversal of impairment loss on property, plant M BBRREZ
and equipment WAEE K EE - 1,813
Distribution and selling expenses DHEREEER (189,496) (244,071)
Administrative expenses THEA (613,459) (560,564)
Other expenses HihE A (22,281) (59,006)
Finance costs & A 6 (71,589) (48,201)
Impairment loss on assets classified PEABELHEZ
as held for sale EEZRBEERX - (1,801)
Impairment loss on property, plant M HBREEZ
and equipment VRIEE=PS - (419)
Net gain on disposal of subsidiaries HEWBARZ
FRig e FER 38 20,212 766
Profit before taxation R Bt BT 2 R 343,191 250,095
Income tax expense FrERiZ 7 (103,473) (6,516)
Profit for the year =EEEAER 8 239,718 243,579
Profit for the year attributable to: EBERFERF
Owners of the Company AATREER A 210,886 223,798
Non-controlling interests IR R 28,832 19,781
239,718 243,579
HK cents& HK cents/ Bl
Earnings per share BREF 11
Basic =9I 26.6 28.2
Diluted g 26.6 N/AT3E A
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME  &ZF&2HEKER

For the year ended 31st August, 2011
BE—FE——FNA=F—HILFE

2011 2010
NOTES HK$’000 HKS'000
MtaE FExT FET
Profit for the year EFEEAER 8 239,718 243,579
Other comprehensive income (expense): Hih2mEUE (FAX) :
Exchange differences arising on translation of BREBINEBEEZ
foreign operations ERERE 7,835 29,316
Reclassification adjustment of translation HEWB A RRE L #FE
reserve upon disposal of subsidiaries ZEHDERE 38 (5,166) (766)
Other comprehensive income for the year EFEHMEERE 2,669 28,550
Total comprehensive income for the year EFEZHEKREEE 242,387 272,129
Total comprehensive income for the year EBhEREFEZEHNREE:
attributable to:
Owners of the Company AATEER A 209,246 239,444
Non-controlling interests IR ER 33,141 32,685
242,387 272,129
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At 31st August, 2011
R-F——FNA=+—H

Annual Report 2011

HEMBRRAR

At At At
31st August, 31st August, 1st September,
2011 2010 2009
R=Z——F RIE-ZF RIZBNF
NB=t—H NA=+-H hA—H
NOTES HK$’000 HKS'000 HKS'000
Vi3 FET FAET FAET
(restated) (restated)
(&) (BE5))
Non-current assets FRBEE
Investment properties REME 12 - - 12,755
Property, plant and equipment Y13 - WERREE 13 2,155,311 2,328,801 2,293,055
Prepaid lease payments - non-current BAHEENE - FREHH
portion 14 119,207 125,324 129,491
Consideration receivable - non-current EWRRE - RIS
portion 16 - - 168,672
Deferred tax assets EEREEE 17 25,689 25,309 16,111
2,300,207 2,479,434 2,620,084
Current assets REEE
Inventories FE 18 1,683,454 1,938,592 1,180,756
Trade and bills receivables EERRBEERIE 19 1,275,741 1,372,026 1,135,082
Prepayments, deposits and other receivables BAMIE  RER
Hit e lRE 20 214,193 209,979 217,108
Prepaid lease payments - current portion HEAHEERE - REEHM 14 2,732 2,812 2,848
Consideration receivable - current portion FEWRRE - RE D 16 - 171,283 64,042
Derivative financial instruments fTESMI A 21 4,984 2,514 =
Tax recoverable EEEES 3,039 18,957 26,267
Bank deposits with restricted use BRHAZRZRITER 22 - = 2,127
Short-term bank deposits BHIRITER 22 106,075 42,438 58,015
Bank balances and cash BITHEERRS 22 1,018,477 627,938 742,400
4,308,695 4,386,539 3,428,645
Assets classified as held for sale PEABELECEE - - 5,493
4,308,695 4,386,539 3,434,138
Current liabilities REEE
Trade and bills payables EEREREMNIE 23 698,433 867,513 610,859
Other payables and accruals HitENFUERETER 24 320,661 331,771 279,133
Amounts due to non-controlling shareholders PE T e 25 80,100 80,100 80,100
Consideration payable — current portion BARE - REED 26 23,501 58,446 28,672
Deferred income - current portion EZWA —REEH 27 1,458 1,458 1,458
Derivative financial instruments fTESRIA 21 108 773 =
Tax payable FERiE 131,311 26,187 20,572
Restructuring provisions BEARE 28 - 730 4,689
Bank borrowings - due within one year RITHE - —FREH 29 1,443,532 1,604,591 839,538
Bank overdrafts RITEX 29 - 3,386 969
2,699,104 2,974,955 1,865,990
Net current assets REEEFE 1,609,591 1,411,584 1,568,148
Total assets less current liabilities EEAERRBERE 3,909,798 3,891,018 4,188,232

42




TBEHEE(EE)FRIT —=——5%
CONSOLIDATED STATEMENT OF FINANCIAL POSITION 4R & B FER AT
At 31st August, 2011
R-FE——FNA=+—H
At At At
31st August, 31st August, 1st September,
2011 2010 2009
R=ZB——% RZIZ2-ZTF RKRITENE
NA=+—-B NA=+-H hA—H
NOTES HK$’000 HKS'000 HKS'000
Mzt FEx FET FET
(restated) (restated)
(&&E5) (&%)
Non-current liabilities FRBEME
Consideration payable - non-current portion FEATRE — FE R BN ER 4D 26 - = 46,316
Deferred income - non-current portion BN — FEREN D 27 67,080 68,538 69,996
Derivative financial instruments TEemIA 21 45,583 54,389 30,898
Bank borrowings - due after one year RITEE - —FRIH 29 755,854 951,275 1,489,018
Deferred tax liabilities EEREEE 17 3,055 3,721 3,247
871,572 1,077,923 1,639,475
Net assets EERE 3,038,226 2,813,095 2,548,757
Capital and reserves BARK#E
Share capital € 30 158,802 158,802 158,802
Reserves s 2,679,224 2,474,523 2,235,079
Equity attributable to owners of the Company RATFEE AELER 2,838,026 2,633,325 2,393,881
Non-controlling interests FERER 200,200 179,770 154,876
Total equity ESEE 3,038,226 2,813,095 2,548,757

The consolidated financial statements on pages 40 to 148 were approved

BAEIBENGREUBHRRENR - ——F

and authorised for issue by the Board of Directors on 25th November,

2011 and are signed on its behalf by:

HA Chung Fong

LS5
DIRECTOR

EF

tT-RA-+THERHESEEBREAERN X

HTIESERRESE :

HA Kam On, Victor
BERz
DIRECTOR
EZ
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STATEMENT OF FINANCIAL POSITION BAFZdk L |

At 31st August, 2011
R-F——FNA=+—H

2011 2010
NOTES HK$’000 HK$’000
iok=d FET FET
Non-current assets FIRBEE
Property, plant and equipment M BBEREE 13 5,441 4,932
Investments in subsidiaries MEBARIKRE 15 32,539 33,856
37,980 38,788
Current assets RBEE
Prepayments, deposits and other receivables FEARE - ZERHEA
i e 20 6,666 17,131
Amounts due from subsidiaries M8 A &) BT K 5K I8 15 3,457,621 3,152,295
Derivative financial instruments TTESRMIT A 21 - 2,508
Tax recoverable AT YR (=] % 18 314 314
Bank balances and cash ROTEFERES 22 85,585 32,831
3,550,186 3,205,079
Current liabilities REEE
Other payables and accruals HtENRERETER 24 18,742 13,085
Amounts due to subsidiaries NG B 15 1,031,238 668,485
Tax payable FERLIE 41,000 =
Bank borrowings — due within one year RITEE-—FREH 29 761,916 658,344
1,852,896 1,339,914
Net current assets REBEEFE 1,697,290 1,865,165
Total assets less current liabilities EEHAEBERABEE 1,735,270 1,903,953
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TBEHEE(EE)FRIT —=——5%
STATEMENT OF FINANCIAL POSITION BAFfEAR R
At 31st August, 2011
R-ZFE——FNA=+—H
2011 2010
NOTES HK$’000 HKS'000
MtaE FET FET
Non-current liabilities IRBERE
Derivative financial instruments fTEE@MTI A 21 45,583 54,389
Bank borrowings — due after one year RITEE——FREH 29 701,638 873,867
747,221 928,256
Net assets EEEFE 988,049 975,697
Capital and reserves ERR#E
Share capital &N 30 158,802 158,802
Reserves i 32 829,247 816,895
Total equity EmBEE 988,049 975,697
HA Chung Fong HA Kam On, Victor
EnFE 8RR
DIRECTOR DIRECTOR
EE EE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31st August, 2011
BE—FE——FNA=F—HILFE

Annual Report 2011

Attributable to owners of the Company

GEEREHR

SAFEEAER
Capital Share Non-
Share Share redemption Translation options  Statutory  Retained controlling Total
capital  premium reserve reserve reserve  reserves profits Total interests equity
Ex FER
kx  RGEE RERE ELRE BRERE iERE REEA AR i BRAE
HKS'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Fér  TEr  FErn  TEr  FEr  TEr  FEr TEr TEn 7
(note)
(i)
At st September, 2009 RZEENEAR-A 158,802 197,124 210 (50,784) - 37,785 2,050,744 2,393,881 154876 2,548,757
Exchange differences arisingon ~ BERHERES
translation of foreign operations  ZE X EH - - - 16,412 - - - 16,412 12,004 29316
Release upon disposal of HE-BHELTN
a subsidary (note 38) Bl (i) - - - (766) - - - (766) - (766)
Profit for the year _EERA - - - - - - 038 23798 19781 43579
Total comprehensive income ~ EEEZANZAE
for the year - - - 15,646 - - 223,798 239,444 32,685 272129
Transfer A - - - - - 4408 (4408) - - -
Dividends paid to non-controlling  Eff REFFERRR
shareholders - - - - - - - - (7,791) (7,791)
At 315t August, 2010 RZE-%F
NA=1-H 158,802 197,124 210 (35,138) - 42193 2210134 2633325 179770 2,813,095
Exchange differences arisingon ~ BERHERES
translation of foreign operations ~ ZE X EH - - - 3,526 - - - 3,526 4309 783
Release upon disposal of HEREA TN
subsidiaries (note 38) &1 (Witss) - - - (5,166) - - - (5,166) - (5,166)
Profit for the year _EERA - - - - - - 2088 210886 8832 39718
Total comprehensive (expense) ~ REEZME (B Wi
income for the year 1 = = = (1,640) - - 20088 209246 BT 438
Equity-settled share-based NEREENRDAER
payments A - - - - 3,395 - - 3,395 - 3,395
Dividend recognised as distribution B %Rk 2B & - = = = = - (7.940) (7.940) - (7,940)
Capital contribution from FERRRZEE
a non-controlling shareholder - - - - - - - - 4 4
Dividends paid to non-controlling  ERREFFERRER
shareholders - - - - - - - - (11,900) (11,900)
Appropriation to anon-controlling BUR MK BA K
shareholder upon deregistration Ak FFERRE
of a subsidiary - - - - - - - - (815) (815)
At 315t August, 2011 RZE--%
NA=1-H 158,802 197,124 210 (36,778) 3395 42193 2473080 2,838,026 200200 3,038,226
Note: The statutory reserves represent the appropriation of certain percentages ftiz: EZEREBEEETEREAREANR ((FE))

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 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.
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TEEEE(EE)FABEST —=——==1
N
CONSOLIDATED STATEMENT OF CASHFLOWS % AR & AR R
For the year ended 31st August, 2011
BE—FE——FNNA=+—HIFE
2011 2010
NOTE HK$’000 HK$’000
ket FET FET
(restated)
(#=E51)
OPERATING ACTIVITIES &EEA
Profit before taxation BRELAT AR 343,191 250,095
Adjustments for: PR
Amortisation of deferred income R FE U A B 38 8 (1,458) (1,458)
Depreciation of investment properties REMEZINE - 121
Depreciation of property, plant and equipment M BBERREZINE 256,808 239,919
Equity-settled share-based payments DREREEURGDAER
ZAIRK 3,395 -
Finance costs il & A AR 71,589 48,201
Gain on disposal of property interests HEMERR ZEKRE 12 - (96,387)
Impairment loss on property, plant and M MBREHEZ
equipment REE=ES - 419
Impairment loss on assets classified as held PHEABELEZEE
for sale 2R EE X - 1,801
Interest income FE WA (9,779) (18,506)
Loss on disposal/written-off of property, plant HE FHEYE - HBER
and equipment, other than property interests RBEZEE (WEES
BRIM) 5,169 14,740
Net gain on disposal of subsidiaries HENE QR 2 sl
FER (20,212) (766)
Impairment loss (reversed) recognised on trade BRAEXEWRIEZ
receivables, net REE L (BE) FE (8,245) 24,870
Reversal of impairment loss on property, M HBREEZ
plant and equipment VERIEE =P AE - (1,813)
Release of prepaid lease payments FENHEREE Y 2,791 2,027
Operating cash flows before movements in MEECEEA N EE
working capital REeERE 643,249 463,263
Decrease (increase) in inventories FERRA (M) 261,532 (753,855)
Decrease (increase) in trade and bills receivables EER REERIE
#OR A (48 5n) 100,961 (264,100)
(Increase) decrease in prepayments, deposits and ~ FEFUIE ~ BE R HbFEUR
other receivables MIBZ (38 ) mA (14,516) 23,312
Net movement in derivative financial instruments ~ $T4£ % @ T B 9% 8% & (11,941) 21,750
(Decrease) increase in trade and bills payables EEREEEMRE
9 ORi 4>) 42 hn (199,779) 245,106
Increase in other payables and accruals HihESREBERESER
Y18 hn 2,943 51,913
Decrease in restructuring provisions BABBRD (730) (3,959)
Net cash generated from (used in) operations EERS (A WREFE 781,719 (216,570)
Hong Kong Profits Tax refunded BEIEBRAER 21,689 279
Overseas taxation paid 28 IBIIE (5,196) (2,594)
NET CASH FROM (USED IN) OPERATING EERBMRE (A
ACTIVITIES WEREFE 798,212 (218,885)
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31st August, 2011
BE—FE——FNA=F—HILFE

HEHERER

2011 2010
NOTES HK$’000 HK$’000
iok=d FET FET
(restated)
(ZEH)
INVESTING ACTIVITIES REEAE
Consideration received for sale of assets classified HEDEHAFIEEEZ
as held for sale BEZFBRNE 192,550 80,971
Proceeds from disposal of subsidiaries HEKNB L AMEBRIE 38 46,600 =
Interest received B2 WFE 3,270 3,484
Proceeds from disposal of investment properties,  HE&EREWE - W
property, plant and equipment and prepaid lease ~ #2E KRB LR TB S
payments HERIE TS RIE 2,412 119,808
Purchase of property, plant and equipment IBEYE WS RRE (110,334) (266,632)
Proceeds from disposal of assets classified as held HESEAZTEHEZ
for sale BEMRBMRIE - 4,903
Decrease in bank deposits with restricted use BREIAZEZIRITER
YR A - 2,127
NET CASH FROM (USED IN) INVESTING RE®BE RS (FA)
ACTIVITIES WIREFE 134,498 (55,339)
FINANCING ACTIVITIES REIEAE
Repayment of bank borrowings EBiEETEE (3,904,647) (2,548,595)
Interest paid 2EFRE (62,496) (60,779)
Payments for consideration payable THEMSKE (35,630) (18,195)
Payments as compensation and for acquisition TABERKEHB AR
of additional interest in a subsidiary B ER 24 (13,721) =
Dividends paid to non-controlling shareholders ENREFIHERBR (11,900) (7,791)
Dividends paid 2TRE (7,940) -
Appropriation to a non-controlling shareholder EXH 5 BT 8 A =)
upon deregistration of a subsidiary DIRTIFERBRR (815) =
New bank borrowings raised FEEZRITEE 3,556,825 2,773,938
Capital contribution from a non-controlling FERBFRETE
shareholder 4 -
NET CASH (USED IN) FROM FINANCING mEIEEB (FTA) &
ACTIVITIES WIREFE (480,320) 138,578
NET INCREASE (DECREASE) IN CASH AND REREFREBEAMN
CASH EQUIVALENTS B ORS) RE 452,390 (135,646)
CASH AND CASH EQUIVALENTS AT BEGINNING REFEERRBENRER
OF THE YEAR ZEHAE£EA 666,990 799,446
EFFECT OF FOREIGN EXCHANGE RATE CHANGES EXSBHEE 5,172 3,190
CASH AND CASH EQUIVALENTS AT END OF RREERKERNEER
THE YEAR ZEHRLEHE 1,124,552 666,990
ANALYSIS OF THE BALANCES OF CASH AND REREFHREER
CASH EQUIVALENTS: HEEHDM
Short-term bank deposits HHIRITER 106,075 42,438
Bank balances and cash ROTEERES 1,018,477 627,938
Bank overdrafts RITEX - (3,386)
1,124,552 666,990
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st August, 2011
BE—FE——FNA=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
the 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 15.

2. APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs")

In the current year, the Group has applied a number of new and revised
standards, amendments and interpretations (“new and revised HKFRSs")
issued by the Hong Kong Institute of Certified Public Accountants (the

“HKICPA") that are mandatorily effective for the current financial year.

Except as described below, the application of the new and revised
HKFRSs in the current year has had no material effect on the amounts
reported in these consolidated financial statements and/or disclosures

set out in these consolidated financial statements.

Amendments to HKAS 17 “Leases”

As part of Improvements to HKFRSs issued in 2009, HKAS 17 “Leases”
has been amended in relation to the classification of leasehold land.
Before the amendments to HKAS 17, the Group was required to classify
leasehold land as operating leases and to present leasehold land as
prepaid lease payments in the consolidated statement of financial
position. The amendments to HKAS 17 have removed such a requirement.
The amendments require that the classification of leasehold land should
be based on the general principles set out in HKAS 17, that is, whether
or not substantially all the risks and rewards incidental to ownership of a

leased asset have been transferred to the lessee.

FEEHEE(EE )FELE -—z——=£4

HEMB|RMEE

1. &N
EAFABEESBEMRINADERATME
BRAOREEHARSHARAT (HXF)) £
o AATNEMPEE IR T TEE
RAERADEHANBE -

REVMBBRDUBLES  BAFRAELF
HhREE -

ARRG—EREEZRAT - HEXEMEQF
MEZXEBEIRHEI5R -

2. BRAFMAIREETEEMBERE
BRI ((HBMBREER])
REFE ARECEASEREBFHHL
B(EEEHTOR)) BHLRKYRFER
B2 H T RASIE TR - BT ARRE ([

T REETEBHBREEA)) -

BRT ATt E b - RAEFE R R REER]
BERUBRBREEAHZEGEVBRRTER
ZHRBER/BAREGREVBERRABACHKES
HABERBERGE -

SRS ENE7RIEE | 2B

EE-ZEZNFREM2EBUBRELEN 2R
-G BEBEFENESRHEE]R
RSt e D |EH T -HEBITEEE
PRI ZA  AREASHAEL RS
REEHE YEFSUBRRRAZIATE
NHEEHRE - EBEFEAF 7R Z2BTAE
EMBRERARE ZSBITARTEHEE L1t
BEREBETTENEI7NAE - RRER
REBEHEEEER RN T 28 X0 E R
REREACERERBEAMETE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st August, 2011
BE—FE——FNA=F—HILFE

2. APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs")

(continued)

Amendments to HKAS 17 “Leases” (continued)

In accordance with the transitional provisions set out in the amendments
to HKAS 17, the Group reassessed the classification of unexpired
leasehold land as at 1st September, 2010 based on information that
existed at the inception of the leases. Leasehold land that qualifies
for finance lease classification has been reclassified from prepaid
lease payments to property, plant, and equipment retrospectively.
This resulted in the Group's prepaid lease payments with the carrying
amounts of HK$9,266,000 and HK$9,021,000 as at 1st September, 2009
and 31st August, 2010, respectively, being reclassified to property,
plant and equipment. Therefore, the carrying amount of the Group’s
property, plant and equipment as at 1st September, 2009 increased from
HK$2,283,789,000 to HK$2,293,055,000 and the carrying amount of the
Group's property, plant, and equipment as at 31st August, 2010 increased
from HK$2,319,780,000 to HK$2,328,801,000.

As at 31st August, 2011, leasehold land that qualifies for finance lease
classification with the carrying amount of HK$8,776,000 has been
included in the Group's property, plant and equipment. The application
of the amendments to HKAS 17 has had no impact on the Group's
reported profit or loss or earnings per share figures for the current and

prior years and on the Company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st August, 2011
BE—FE——FNA=F—HILFE

2. APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs")

(continued)

The Group has not early applied the following new and revised

standards, amendments and interpretations that have been issued but

are not yet effective:

HKFRSs (Amendments)

HKFRS 7 (Amendments)

HKFRS 9

HKFRS 10

HKFRS 11

HKFRS 12

HKFRS 13

HKAS 1 (Amendments)

HKAS 12 (Amendments)

HKAS 19 (as revised in 2011)

HKAS 24 (as revised in 2009)

HKAS 27 (as revised in 2011)

HKAS 28 (as revised in 2011)

HK(IFRIC) - Int 14

(Amendments)

HK(IFRIC) - Int 20

Improvements to HKFRSs 2010’

Disclosures — Transfers of Financial Assets?

Financial Instruments?

Consolidated Financial Statements®

Joint Arrangements?

Disclosure of Interests in Other Entities?

Fair Value Measurement?

Presentation of Items of Other
Comprehensive Income*

Deferred Tax Recovery of Underlying
Assets®

Employee Benefits®

Related Party Disclosures’

Separate Financial Statements?

Investments in Associates and Joint
Ventures?

Prepayments of a Minimum Funding

Requirement’

Stripping Costs in the Production Phase of

a Surface Mine?

FEEHEE(EE )FELE -—z——=£4
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BB BREERFR
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BRETEANF R (BITF)

BB EREAE 125 (BFTX)
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BB G TR 52455
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BB ER E275%
(R=Z——F&H§T)

BB G TR 88
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ZEE)-RER
(13T )
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BAREERRNAR
A

51



FOUNTAIN SET (HOLDINGS) LIMITED  Annual Report 2011

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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BE—FE——FNA=F—HILFE

2. APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs")

(continued)

! Effective for annual periods beginning on or after 1st January, 2011.

2 Effective for annual periods beginning on or after 1st July, 2011.
g Effective for annual periods beginning on or after 1st January, 2013.
4 Effective for annual periods beginning on or after 1st July, 2012.
5 Effective for annual periods beginning on or after 1st January, 2012.

The directors of the Company anticipate that the application of these
new and revised standards, amendments or interpretations will have no

material impact on the results and the financial position of the Group.

3. SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in accordance
with HKFRSs 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.

The consolidated financial statements have been prepared on the
historical cost basis except for certain financial instruments that are
measured at fair values, as explained in the accounting policies set
out below. Historical cost is generally based on the fair value of the

consideration given in exchange for goods.

The principal accounting policies are set out below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st August, 2011
BE—FE——FNA=F—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

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.

All intra-group transactions, balances, income and expenses are

eliminated in full on consolidation.

Non-controlling interests in subsidiaries are presented separately from

the Group's equity therein.

Allocation of total comprehensive income to non-controlling interests
Total comprehensive income and expense of a subsidiary is attributed to
the owners of the Company and to the non-controlling interests even if

this results in the non-controlling interests having a deficit balance.

FEEHEE(EE )FELE -—z——=£4
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BE—FE——FNA=F—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of consolidation (continued)

Changes in the Group’s ownership interests in existing subsidiaries
Changes in the Group's ownership interests in subsidiaries that do not
result in the Group losing control over the subsidiaries are accounted for
as equity transactions. The carrying amounts of the Group’s interests and
the non-controlling interests are adjusted to reflect the changes in their
relative interests in the subsidiaries. Any difference between the amount
by which the non-controlling interests are adjusted and their fair value
of the consideration paid or received is recognised directly in equity and

attributed to owners of the Company.

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

capital appreciation.

Investment properties are initially 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 losses. Depreciation is
recognised so as to write off the cost of investment properties over their
estimated useful lives and after taking into account of their estimated

residual value, 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 disposals. 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 profit or loss in the period in which the item is

derecognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st August, 2011
BE—FE——FNA=F—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Property, plant and equipment

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

losses, if any.

Depreciation is recognised so as to write off the cost of items of property,
plant and equipment (other than construction in progress and freehold
land) less their residual values over their estimated useful lives, using
the straight-line method. The estimated useful lives, residual values
and depreciation method are reviewed at the end of each reporting
period, with the effect of any changes in estimate accounted for on a

prospective basis.

Freehold land is carried at cost less any recognised impairment loss.

Construction in progress includes property, plant and equipment
in the course of construction for production or for administrative
purposes. Construction in progress is carried at cost, less any
recognised impairment loss. Costs include professional fees and, for
qualifying assets, borrowing costs capitalised in accordance with the
Group's accounting policies. Construction in progress is classified to
the appropriate categories 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.

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 the disposal or
retirement of an item of property, plant and equipment is determined as
the difference between the sales proceeds and the carrying amount of

the asset and is recognised in profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Property, plant and equipment (continued)

Buildings under development for future owner-occupied purpose

When buildings are in the course of development for production or for
administrative purposes, the amortisation of prepaid lease payments
provided during the construction period is included as part of costs of
buildings under construction. Buildings under construction are carried
at cost, less any identified impairment losses. Depreciation of buildings
commences when they are available for use (i.e. when they are in the
location and condition necessary for them to be capable of operating in

the manner intended by management).

Investments in subsidiaries
Investments in subsidiaries are included in the Company’s statement of

financial position at cost less any identified impairment loss.

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 in the statements
of financial position when a group entity becomes a party to the

contractual provisions of the instrument.

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 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 fair value through
profit or loss (i.e. derivative financial instruments) are recognised

immediately in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st August, 2011
BE—FE——FNA=F—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)
Financial assets
The Group’s financial assets are classified as loans and receivables and

derivative financial instruments.

Effective interest method

The effective interest method is a method of calculating the amortised
cost of a financial 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 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 to the net carrying amount on initial recognition.

Interest income is recognised on an effective interest basis for debt

instruments.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
Subsequent to initial recognition, loans and receivables (including
consideration receivable, trade and bills receivables, other receivables,
amounts due from subsidiaries, bank deposits and bank balances) are
carried at amortised cost using the effective interest method, less any
identified impairment losses (see accounting policy on impairment of

loans and receivables below).
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of loans and receivables

Loans and receivables are assessed for indicators of impairment at the
end of the reporting period. Loans and receivables are impaired where
there is objective evidence that, as a result of one or more events that
occurred after the initial recognition, the estimated future cash flows

have been affected.

Objective evidence of impairment could include:

. significant financial difficulty of the issuer or counterparty; or

. breach of contract, such as default or delinquency in interest or
principal payments; or

. it becoming probable that the borrower will enter bankruptcy or
financial re-organisation; or
the disappearance of an active market for that financial asset

because of financial difficulties.

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, an increase in the number of
delayed payments in the portfolio past the respective credit period
and observable changes in national or local economic conditions that

correlate with default on receivables.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st August, 2011
BE—FE——FNA=F—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of loans and receivables (continued)

The carrying amount of the loans and receivables is reduced by the
impairment loss directly for all loans and receivables 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.

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.

Financial liabilities and equity instruments

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 into derivative financial

instruments and other financial liabilities.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial liabilities and equity instruments (continued)

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 financial liabilities

Other financial liabilities including trade and bills payables, other
payables, amounts due to subsidiaries/non-controlling shareholders,
consideration payable, bank borrowings and bank overdrafts are
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 the end of the reporting period. The resulting gain or loss is
recognised in profit or loss immediately. Derivative financial instruments
not held primarily for trading purposes are classified as non-current
assets or liabilities when the remaining maturity of the instruments is

more than one year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st August, 2011
BE—FE——FNA=F—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial guarantee contracts

A financial guarantee contract is a contract that requires the issuer
to make specified payments to reimburse the holder for a loss it
incurs because a specified debtor fails to make payment when due in
accordance with the original or modified terms of a debt instrument. A
financial guarantee contract issued by the Company and not designated
as at fair value through profit or loss is recognised initially at its fair
value less transaction costs that are directly attributable to the issue
of the financial guarantee contract. Subsequent to initial recognition,
the Company measures the financial guarantee contract at the higher
of: (i) the amount determined in accordance with HKAS 37 “Provisions,
Contingent Liabilities and Contingent Assets”; and (ii) the amount initially
recognised less, when appropriate, cumulative amortisation recognised

in accordance with HKAS 18 “Revenue”.

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 in its entirety, the difference
between the asset’s carrying amount and the sum of the consideration
received and receivable and the cumulative gain or loss that had been
recognised in other comprehensive income and accumulated in equity 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 non-current asset is available for
immediate sale in its present condition. Management must be committed
to the sale, which should be expected to qualify for recognition as a

completed sale within one year from the date of classification.

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

of their previous carrying amount and fair value less costs to sell.

Government grants
Government grants are not recognised until there is reasonable
assurance that the Group will comply with the conditions attaching to

them and that the grants will be received.

Government grants are recognised in profit or loss on a systematic basis
over the periods in which the Group recognises as expenses the related
costs for which the grants are intended to compensate. Government
grants related to depreciable assets are recognised as deferred income in
the consolidated statement of financial position and transferred to profit

or loss over the useful lives of the related assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st August, 2011
BE—FE——FNA=F—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

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 best estimate
of the consideration required to settle the present obligation at the end
of the reporting period, taking into account the risks and uncertainties
surrounding the obligation. Where a provision is measured using the
cash flows estimated to settle the present obligation, its carrying amount

is the present value of those cash flows (where the effect is material).

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

announcing its main features to those affected by it.

Impairment losses on tangible assets

At the end of the reporting period, the Group reviews the carrying
amounts of its tangible assets to determine whether there is any
indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is estimated
in order to determine the extent of the impairment loss, if any. If the
recoverable amount of an asset 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 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 in prior years. A reversal of an impairment loss is

recognised as income immediately.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition

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

sales related taxes.

Revenue from the sale of goods is recognised when the goods are
delivered and title has passed, at which date the following conditions are

satisfied:

. the Group has transferred to the buyer the significant risks and
rewards of ownership of the goods;

. the Group retains neither continuing managerial involvement to
the degree usually associated with ownership nor effective control
over the goods sold;

. the amount of revenue can be measured reliably;
it is probable that the economic benefits associated with the
transaction will flow to the Group; and

. the costs incurred or to be incurred in respect of the transaction

can be measured reliably.
Interest income from a financial asset is recognised when it is probable
that the economic benefits will flow to the Group and the amount of

revenue can be measured reliably.

Dividend income from investments is recognised when the shareholders’

rights to receive payment have been established.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st August, 2011
BE—FE——FNA=F—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Retirement benefit costs

Payments to defined contribution retirement benefit plans/state-
managed retirement benefit schemes/the Mandatory Provident Fund
Scheme are charged as an expense when employees have rendered

service entitling them to the contributions.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets, which are assets that necessarily take
a substantial period of time to get ready for their intended use or sale,
are added to the cost of those assets until such time as the assets are
substantially ready for their intended use or sale. Investment income
earned on the temporary investment of specific borrowings pending
their expenditure on qualifying assets is deducted from the borrowing

costs eligible for capitalisation.

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 profit or loss 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.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Leasing (continued)
The Group as lessee
Operating lease payments are recognised as an expense on a straight-
line basis over the lease term, except where another systematic basis is
more representative of the time pattern in which economic benefits from

the leased asset are consumed.

In the event that lease incentives are received to enter into operating
leases, such incentives are recognised as a liability. The aggregate benefit
of incentives is recognised as a reduction of rental expense on a straight-
line basis, except where another systematic basis is more representative
of the time pattern in which economic benefits from the leased asset are

consumed.

Leasehold land and building

When a lease includes both land and building elements, the Group
assesses the classification of each element as a finance or an operating
lease separately based on the assessment as to whether substantially
all the risks and rewards incidental to ownership of each element have
been transferred to the Group. Specifically, the minimum lease payments
(including any lump-sum upfront payments) are allocated between the
land and the building elements in proportion to the relative fair values of
the leasehold interests in the land element and building element of the

lease at the inception of the lease.

To the extent the allocation of the lease payments can be made reliably,
interest in leasehold land that is accounted for as an operating lease is
presented as “prepaid lease payments” in the consolidated statement of
financial position and is amortised over the lease term on a straight-line

basis.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Taxation
Income tax expense 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 end of the reporting period.

Deferred tax is recognised on temporary differences between the
carrying amounts of assets and liabilities in the consolidated financial
statements and the corresponding tax base used in the computation
of taxable profit. Deferred tax liabilities are generally recognised for
all taxable temporary differences. Deferred tax assets are generally
recognised for all deductible temporary differences to the extent
that it is probable that taxable profits will be available against which
those 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
associated with investments in subsidiaries, 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.
Deferred tax assets arising from deductible temporary differences
associated with such investments are only recognised to the extent that
it is probable that there will be sufficient taxable profits against which to
utilise the benefits of the temporary differences and they are expected

to 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 the end of the
reporting period 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 assets and liabilities are measured at the tax rates that are
expected to apply in the period in which the liability is settled or the
asset is realised, based on tax rate (and tax laws) that have been enacted

or substantively enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets reflects the tax
consequences that would follow from the manner in which the Group
expects, at the end of the reporting period, to recover or settle the
carrying amount of its assets and liabilities. Deferred tax is recognised in
profit or loss, except when it relates to items that are recognised in other
comprehensive income or directly in equity, in which case the deferred
tax is also recognised in other comprehensive income or directly in

equity respectively.

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 the end of the reporting period, monetary
items denominated in foreign currencies are retranslated at the rates
prevailing at that date. Non-monetary items that are measured in terms

of historical cost in a foreign currency are not retranslated.
Exchange differences arising on the settlement of monetary items, and

on the retranslation of monetary items, are recognised in profit or loss in

the period in which they arise.
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For the year ended 31st August, 2011
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Foreign currencies (continued)

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 Group (i.e. Hong Kong dollar) at the
rate of exchange prevailing at the end of the reporting period, and their
income and expenses are translated at the average exchange rates for
the year, unless exchange rates fluctuate significantly during the period,
in which case, the exchange rates prevailing at the dates of transactions
are used. Exchange differences arising, if any, are recognised in other
comprehensive income and accumulated in equity (the translation

reserve).

Equity-settled share-based payment transactions

The fair value of services received determined by reference to the
fair value of share options granted at the grant date is expensed on a
straight-line basis over the vesting period, with a corresponding increase

in equity (share options reserve).

At the end of the reporting period, the Group revises its estimates of
the number of options that are expected to ultimately vest. The impact
of the revision of the estimates during the vesting period, if any, is
recognised in profit or loss, with a corresponding adjustment to share

options reserve.

At the time when the share options are exercised, the amount previously
recognised in the share options reserve will be transferred to share
premium. When the share options are forfeited after the vesting date
or are still not exercised at the expiry date, the amount previously
recognised in the share options reserve will be transferred to retained

profits.
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4. KEY SOURCES OF ESTIMATION UNCERTAINTY

The key sources of estimation uncertainty at the end of the reporting
period, that have a significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities within the next financial

year, are as follows:

Estimated impairment of trade receivables

When there is objective evidence of impairment loss, the Group takes
into consideration the estimation of future cash flows. The amount of
the impairment loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows
(excluding future credit losses that have not been incurred) discounted
at the financial asset’s original effective interest rate (i.e. the effective
interest rate computed at initial recognition). Where the actual future
cash flows are different from expected, a material impairment or reversal

may arise.

Allowance for inventories

Inventories are valued at the lower of cost and net realisable value. The
Group regularly reviews its inventory levels in order to identify slow-
moving and obsolete merchandise. When the Group identifies items
of inventories which have a market price that is lower than its carrying
amount, the Group estimates the amount of write-down of inventories as
allowance for inventories. If the market price of inventories of the Group
becomes lower than its carrying amount subsequently, an additional

allowance may be required.
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4. KEY SOURCES OF ESTIMATION UNCERTAINTY

(continued)
Estimated provision for the tax audit

As detailed in note 7, the Hong Kong Inland Revenue Department (“IRD”)
has initiated a tax audit on the Company and its subsidiaries for the
years of assessment from 2001/02 onwards and issued the Protective
Assessments for the years of assessment 2001/02, 2002/03, 2003/04
and 2004/05. Having taken the advices from the Group’s tax advisor, the
directors of the Company made an aggregate provision of HK$41,000,000
in the current year, which was charged to the consolidated income
statement, in relation to the tax audit and believe that other than the
aforesaid provision, no significant amount of additional profits tax will
be payable for the tax audit. If the final tax required for the settlement of
the tax audit is more than expected, a material additional provision may

arise.

5. REVENUE AND SEGMENT INFORMATION

The board of directors of the Company, i.e. the chief operating decision
maker, regularly reviews the operating results and financial information
based on distinct geographical areas of location of customers, including
Hong Kong (place of domicile of the Group), the People’s Republic of
China (the “PRC"), Taiwan, Korea, Sri Lanka, America, Europe and Others
(i.e. representing other geographical locations mainly Singapore and
Macau). All of these geographical areas are operating segments except

“Others” which is an aggregation of operating segments.

The following is an analysis of the Group’s revenue and profit from the
production and sales of dyed fabrics, sewing threads, yarns and garments

and results by reportable segment for the year.
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5. REVENUE AND SEGMENT INFORMATION 5. EXERSEESR (F)
(continued)
2011 —_g——5F
Hong Sti Segment
Kong  ThePRC Taiwan Korea lanka  America Europe Others total Eliminations Consolidated
g4 HE )| R HERE EJ)| Bl EfME SE4E baf - &4
HK$'000  HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000
F&r F&r F&r 273 F&r F&r F&r Fér F&r Fér F&r
REVENUE €58
External sales HihEE 2,090,673 1484926 1072529 782444 748313 331,627 81,133 1,002,244 7,593,889 - 7,593,889
Intersegment sales (note) D BBEE (K 4,832,987 2,719,455 - - Age34 85574 - 65462 8189852 (8,189,852) -
Total segment revenue AEERBAE 6,923,660 4204381 1,072,529 782444 1234687 417,201 81,133 1,067,706 15783741 (8,189,852) 7,593,889
RESULTS 54
Segment profit AEER 274,480 188,802 153,923 113,239 79,632 13,657 9,704 140,517 973,954
Interest income FIEHA 9719
Unallocated income AOERA 4316
Unallocated expenses AOBRE (593,481)
Finance costs HEHA (71,589)
Net gain on disposal HEWBAR I
of subsidiaries lheser] 20,212
Profit before taxation B2 343,191
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HEMBRRME

5. REVENUE AND SEGMENT INFORMATION 5. EXERIEER(B)
(continued)
2010 —E-FF
Hong Sri Segment
Kong  ThePRC Taiwan Korea lanka  America Europe Others total  Eliminations  Consolidated
3 HE aE 88 HEEF £ Bl HiHE AEEE i Ga
HKS'000 HKs'000 HKs'000 HKs'000 HKS000 HKS000 HKS000 HKS000 HKS000 HKS'000 HKS'000
Fér  FBn  TEr  TAr  TEr  tEn  FEn FEn TEr TAr TEn
REVENUE £XE
External sales Hiueg 1707561 1045977 91006 609452 631836 6681 S3ME 944268 6148949 - 6148949
Inter-segment sales (note) ~~~ BB EE(H?) 429,142 2,951,383 - - 3798 37580 - 14593 78264%  (78264%) -
Total segment revenue AEEREIME 6,003,703 3,997,360 910,026 609452 1,018,634 284,261 53148 1,098861 13975445  (7.826496) 6,148,949
RESULTS 3
Segment profit (loss AEER (58 191088 12841 130460 87886  720% (129) 4912 134989 W54
Interest income HEHA 18,506
Gain on disposal of property ~ HENEERZ
interests Fifgia 96,367
Reversal of impairmentloss ~ #1%  BERREL
on property, plant and HEBXEE
equipment 1813
Unallocated income AABHA 2526
Unallocated expenses APERH (563,029)
Finance costs AEHA (48,201)
Impaiment lossonassets AR ARFELECEE
dlassified as held for sale JHERX (1,801)
Impairment loss on property, 41 + & Rk fE
plant and equipment LHEEX (#19)
Gain on disposal of a subsidiary  HEME AT 2 hii 766
Profit before taxation KR ARA 250,095
Note:  Inter-segment sales are charged at prices with reference to the prevailing M DEREEZERNDSRER2MSERM

market rates.

EE -
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5. REVENUE AND SEGMENT INFORMATION

(continued)

The accounting policies of the reportable segments are the same as the
Group's accounting policies described in note 3. Segment profit/loss
represents the profit earned by/loss incurred from each segment without
allocation of central administration costs and other expenses (including
non-production related employee benefits costs, directors’ emoluments,
bank charges, etc.), depreciation charges, interest income, gain on
disposal of property interests, gain or loss on disposal/written-off of
property, plant and equipment, impairment loss/reversal of impairment
loss on property, plant and equipment and assets classified as held for
sale, net gain or loss from derivative financial instruments, finance costs,
net gain on disposal of subsidiaries, etc.. This is the measure reported
to the board of directors of the Company for the purposes of resource
allocation and performance assessment. No analysis on segment assets
and liabilities is disclosed as it is not presented to the board of directors

of the Company.

5. EXERIEER(E)

AR R 28 2 B R BUR B AN R B B R 3 A
FTREER - 2 EEBER BEDES D ER
HYESZEEE’JE&*U/EHE CBHRIRAFTTAFR
THEARHMER (BEFERLEEZEER
MEA - -EFME RTERS)  HE - -FE
WA -HEMERZZMBWRE  HE
ME BERZBZRERNEER WE - HR

REURDBRAFFEHEZEEZRERX
/?ﬁiﬁ?ﬁ?&ﬁé@ PTEERMIAZWEREE
FE BMEKARBEMNBRARZAEREF
BE-LDAERD B RAM MG EALQH
EXEERCEE -HOBEERABLREA
EHDTRE EZENRENARAESS
23

Other segment information HihpBEHR
Amounts included in the measure of segment profit or loss: EERAFESEENRBER S
Hong Kong The PRC Taiwan Korea  Srilanka America Europe Others Consolidated
R HE =) | B8 HEEF EY| B Ht%E 58
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS000
FEn T2z FEn T2z TET FEx TET FEx FEx
201 -2
Impairment loss (reversed) EXENFEZERR
recognised on HEEX (BE)
trade receivables, net FE (4,499) 1,224 581 17 (567) (48) (46) (4,907) (8,245)
2010 —2-%%
Impairment loss recognised EXEWSECBER
(reversed) on trade BAERX (BE)
receivables, net #E 7,197 5,067 7,631 - 114 (544) (40) 5,445 24,870
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5. REVENUE AND SEGMENT INFORMATION 5. EXBERIEER(HE)
(continued)
Revenue from the Group’s products rEBERZEESE
The following is an analysis of the Group’s revenue from external LT ARERESAEBRBENNEFEX£E
customers by products: 2O
2011 2010
HK$’000 HKS’000
FExT FET
Production and sales of dyed fabrics, HEREECH BARERY
sewing threads and yarns (note) (Ht7t) 6,643,889 5,419,354
Production and sales of garments BENHERK 950,000 729,595
7,593,889 6,148,949
Note:  The balance substantially represents revenue from sales of dyed fabrics Mz MEFEENSEEEXETEREHEERHR

for both years.

Geographical information b i3, & B
The following is an analysis of geographical location of the Group’s non- RMERR  KREBZIEREEE (ML) kb
current assets (note) at the end of the reporting period: WMAUBZ2DHAT :
At At At
31st August, 31st August, 1st September,
2011 2010 2009
i S S
—®-—F <-B-TF C—ZBLEF
NA=+—-B NA=+—H hA—H
HK$’000 HK$’000 HKS$000
FETT FET FHET
(restated) (restated)
(RE5) (REF)
The PRC i 2,081,324 2,248,900 2,219,217
Hong Kong B 21,556 22,287 48,706
America =M 201 193 255
Sri Lanka HEEF 170,198 181,160 164,879
Others Hfth it & 1,239 1,585 2,244
2,274,518 2,454,125 2,435,301
Note:  Non-current assets excluded consideration receivable and deferred tax Kzt . ERBEETEBHRERNREREEHREEE -
assets.
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5. REVENUE AND SEGMENT INFORMATION
(continued)

Information about major customers
No revenue from individual customer contributed over 10% of the total

revenue of the Group for each of the two years ended 31st August, 2011.

5. EXERIEER(E)

FHETERFZEHR

HEVBHRRME

RBE-ZE——FN\A=Z+—-HLEMAFEZ
EF HERAENFEF2EEREAERE

HEAEZEEB10% ©

6. FINANCE COSTS 6. BERAK
2011 2010
HK$’000 HK$’000
FET FET
Finance costs on: REE R
Bank borrowings wholly repayable BARBEERAEHEZZRTEE
within five years 70,904 48,020
Imputed interest expense on consideration BRREZ2EEFNERX (Hit26)
payable (note 26) 685 1,653
Total finance costs alE AR E 71,589 49,673
Less: amounts capitalised (note 13) W AbEEESRE (MEE13) - (1,472)
71,589 48,201

Finance costs capitalised during the year ended 31st August, 2010

arose on the general borrowing pool and were calculated by applying
a capitalisation rate of 2.06% per annum on expenditure of qualifying

assets.
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7. INCOME TAX EXPENSE 7. FAISM X
2011 2010
HK$’000 HK$’000
FET FET
Current tax: =FEEBIE
Hong Kong B 52,164 6,795
The PRC H 9,396 3,307
Other jurisdictions Hih®]E i & 3,318 22
64,878 10,124
Under(over)provision in prior years: BAFERETIR (BERE)
Hong Kong B 9 =
The PRC H (1,865) 5,741
Other jurisdictions HihE) A& 497 (625)
(1,359) 5116
Provision for the tax audit B EERE 41,000 =
104,519 15,240
Deferred tax (note 17): LR IE (Mat17)
Hong Kong &8 78 8
The PRC R (729) (8,901)
Other jurisdictions Hih B E & (395) 169
(1,046) (8,724)
103,473 6,516
Hong Kong Profits Tax is calculated at 16.5% (2010: 16.5%) of the EBANEBHRNEEFE 2MTERBBR L
estimated assessable profit for the year. 16.5% (—Z—ZFF : 16.5%) 5T & °
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7. INCOME TAX EXPENSE (continued)

Under the law of the PRC on Enterprise Income Tax (the “EIT Law”)
and Implementation Regulation of the EIT law, the tax rate of the PRC
subsidiaries is 25% starting from 1st January, 2008 onwards. Certain
of the Company’s PRC subsidiaries are entitled to exemption from the
PRC Enterprise Income Tax for two calendar years 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% for both years. The Tax Holiday will expire by
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 both years.

Taxation arising in other jurisdictions is calculated at the rates prevailing

in the respective jurisdictions.

In February 2008, the IRD initiated a tax audit on the Company and its
subsidiaries for the years of assessment from 2001/02 onwards and is
obtaining information and documents from the Group. In March 2008,
2009 and 2010 and February 2011, notices of estimated additional
assessment (the “Protective Assessments”) for the years of assessment
2001/02, 2002/03, 2003/04 and 2004/05 in an aggregate amount of
HK$14,532,000, HK$19,844,000, HK$18,390,000 and HK$62,834,000,
respectively, were issued to the Company and certain subsidiaries of the
Company by the IRD. Regarding the Protective Assessments for the year
of assessment 2003/04, out of the aggregate amount of HK$18,390,000,
two Protective Assessments of HK$4,375,000 issued to the Company
and a Hong Kong subsidiary, respectively, were in effect alternative
assessments to that of an overseas subsidiary. Regarding the Protective
Assessments for the year of assessment 2004/05, out of the aggregate
amount of HK$62,834,000, two Protective Assessments of HK$2,266,000
and HK$23,194,000 issued to the Company and a Hong Kong subsidiary,
respectively, were also in effect alternative assessments to that of an
overseas subsidiary. Objections against the Protective Assessments were
lodged. For the years of assessment 2001/02 and 2002/03, full amounts
were held over unconditionally. For the years of assessment 2003/04
and 2004/05, amounts were held over on the condition that Tax Reserve
Certificates in the amount of HK$1,600,000 and HK$23,000,000 were
purchased in May 2010 and in April 2011 respectively. The scope and
outcome of the tax audit cannot be readily ascertained at this stage.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st August, 2011
BE—FE——FNA=F—HILFE

7. INCOME TAX EXPENSE (continued)

Having taken the advices from the Group’s tax advisor, the directors of
the Company made an aggregate provision of HK$41,000,000 in the
current year, which was charged to the consolidated income statement,
in relation to the tax audit and believe that other than the aforesaid
provision, no significant amount of additional profits tax will be payable

for the tax audit.

Since the process to finalise the tax audit with the IRD is still at a
preliminary stage, it is too remote to consider the eventual amount
of penalty and interest payable, if any, under the tax audit at this
stage. Hence, no amount of penalty or interest has been considered as

necessary.

Given the above stance of the Group, the directors of the Company
are also considering various approaches in the best interests of the
Group to resolve the dispute with the IRD. If the above dispute is not
resolved before 31st March, 2012, the IRD will issue 2005/06 protective
assessment to the Group for revenue protection purpose. It may affect

the Group’s financial position and results of its operations.

Details of the deferred tax are set out in note 17.

FEEHEE(EE)FRELE -—z——=£4

HEMBRRMEE

7. FiBBXEH (&)
EEEAEEBEEH2ERE REEE
AAFAESCHUBEESEHBROH
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BREA o

HRERBRER KRB EE2RFNEAD

MR NAKBREABREEZEHEHEREAN
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7. INCOME TAX EXPENSE (continued)

The tax charge for the year can be reconciled to the profit before

taxation per the consolidated income statement as follows:

7. FER X (&)

EFEERGRERBEROBIEX HERKATRF
RV BRANT -

2011 2010
HK$’000 HKS’000
FETT FET
Profit before taxation RR 5 AT & R 343,191 250,095
Tax at domestic rates applicable to profits or FRRiEZERERAZ
losses in the jurisdiction concerned EtB R ENFIE 35,142 23,809
Tax effect of expenses not deductible for BERTENBNSEE
tax purpose 4,755 989
Tax effect of income not taxable for tax purpose KWABERBHR G E (12,521) (23,562)
(Over)underprovision in prior years BEFEE (EERE) BETRE (1,359) 5116
Provision for the tax audit REETRE 41,000 -
Tax effect of tax losses not recognised HIEBEREEINTETE 45,689 32,194
Tax effect of other deferred tax not recognised HMREERIEREERNHIEZE 20,737 12,356
Income tax at concessionary rate REEBERITEWFEH (623) (1,102)
Utilisation of tax losses previously not recognised  ZE B R KER N BEEE (18,215) (35,838)
Utilisation of other deferred tax previously ABAERWERANEMELESIE
not recognised (10,482) (7,914)
Deferred tax (reversed) provided on MR K KT S A B TR A Y
withholding tax on PRC and overseas ERER I (B E) 5T
subsidiaries (736) 474
Others HAth 86 (6)
Tax charge for the year RFEEHREBEXH 103,473 6,516
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8. PROFIT FOR THE YEAR 8. EFEAEA
2011 2010
HK$’000 HK$’000
FET FET
(restated)
€ <=¢7)
Profit for the year has been arrived at EFEEERMNEHRTS
after charging:
Auditors’ remuneration 2B A =2 % 4,600 4,770
Cost of inventories recognised as expenses BARAABAZBEERSE 6,429,052 5,154,109
Depreciation of investment properties REMEZITE - 121
Depreciation of property, plant and M WBERREZITE (ML)
equipment (note) 256,808 239,919
Employee benefits expense (including directors’ EERAZ L (BIEHRMEFIZ
emoluments set out in note 9) EEMWE) 876,284 751,736
Impairment loss recognised on trade BRAEERWHRIBZREEBKXFEE - 24,870
receivables, net
Loss on disposal/written-off of property, HE THEME - MERBEZEE
plant and equipment, other than property (MERZERIN) (BEEH
interests (included in other expenses) ftERR) 5,169 14,740
Net exchange losses (included in other expenses) E X EEFE(BEEEMEBERR) 17,112 5,086
Net loss from derivative financial instruments PTEemMIACZERFE(BE
(included in other expenses) EHMEBAR) - 39,180
Release of prepaid lease payments included in BEEUTEEANENSEERE
EiH
— cost of sales (note) —SHER A (M aE) 2,711 1,914
- administrative expenses —-1THEHA 80 113
and after crediting: REFA:
Amortisation of deferred income* I FIE WA BY 8 8 1,458 1,458
Imputed interest income on consideration EBRREZEEF WA (Bit16)
receivable* (note 16) 6,469 15,055
Interest income* F B U A* 3,310 3,451
Net rental income from investment properties* REMENESBAFE - 2,590
Net gain from derivative financial instruments* TESMI Az W FE 2,521 =
Impairment loss reversed on trade receivables, net & £ FE WG IE 2B BB K FEEE 8,245 =

* Included in other income

* BEEEMEAR
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8. PROFIT FOR THE YEAR (continued)

Note:  Upon the application of amendments to HKAS 17 “Leases” (see note 2)
during the current year, the Group reclassified an amount of HK$245,000
from release of prepaid lease payments to depreciation of property, plant

and equipment for year ended 31st August, 2010.

9. INFORMATION REGARDING DIRECTORS’ AND
EMPLOYEES’ EMOLUMENTS

(a) Directors’ emoluments
The emoluments paid or payable to each of the ten (2010: nine) directors

were as follows:

8. REERA (&)

Mt REFERAEBSFEANZ7RIEE]IZ
BRI (RMiE2) % AEEBBE=—Z— %
FNBE=Z+-—HLFEZRAMGHEHEREEN
2450008 TEM D EEYE WEBRBEZ
e -

9 EEREEMEER

(a) EEM2
ENSEMGE TN (ZE—ZFF A PE—
NESHHESWT :

2011 —E——fF
CHOw FUNG
HA HA HA LAU NG  WONG Wing YEH
Chung Kam On, Hon YEN Hong  CHAN Kwok  Kwong Kin,  YiHao,
Fong  Victor Kuen  Gordon Yon  YukYin Tung Chi Anthony  Yvette Total
BNy Efz EHEE BEE HRE REE GER IR AAE BEEH #E
HK$'000 HK$'000 HK$S'000 HK$S'000 HK$S'000 HK$S'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Tér FEx TExr FEx TEr FEr TErn TAr TErn TET TEx
(notei)  (noteii)
(Hti)  (Witii)
Fees e - - - - - 75 250 200 200 200 925
Other emoluments Hie
Salaries and other benefits ~ HEREMBER 12849 3185 1,357 2,826 1,732 - - - - - 21,949
Equity-settled share-based ~ SAER £ MR 13
payments REBZ AR - 726 331 726 - - - - - - 1,783
Retirement benefits BINERGE
scheme contributions it - 230 74 185 69 - - - - - 558
12849 4141 1762 3737 1,801 75 250 200 200 200 25215
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9. INFORMATION REGARDING DIRECTORS’ AND 9. ESREEMEER (&)
EMPLOYEES' EMOLUMENTS (continued)
(a) Directors’ emoluments (continued) (a) EE=B< (#)
2010 —E_—mE
CHOW FUNG
HA HA HA LAU NG WONG Wing YEH
Chung  KamOn, Hon YEN Hong Kwok Kwong Kin, Yi Hao,
Fong Victor Kuen  Gordon Yon Tung Chi Anthony Yvette Total
Ry  Efr  FEE BEH HEE AER IBZ BkE SEEHS fafE
HKS'000  HKS'000  HKS'000  HKS'000  HKS000  HKS'000  HKS000  HKS'000  HKS'000 HKS'000
Fér FErn FEr TFEr TEr  FExr  FEn  FEr  FEr  TEx
(note i)
(Hiiti)
Fees we = = 150 = = 250 200 200 150 950
Other emoluments Htrd &
Salaries and other benefits  H & Rk A iR 7 12,849 2,454 666 1,962 2,498 - - - - 20429
Retirement benefits BREFEE
scheme contributions 3 = 184 13 136 165 - = = = 498
12,849 2,638 829 2,098 2,663 250 200 200 150 21,877
Notes: Kiat :
(i) Mr. LAU Hong Yon retired on 1st March, 2011. (i) MEREENR=_E——F=H—HE{F-
(i) Mr. CHAN Yuk Yin was appointed as a non-executive director of the Company (i) FREBEENR=-ZT——F=A—HEZEAR

on 1st March, 2011.

During the year, no emoluments were paid by the Group to any director
as an inducement to join or upon joining the Group or as compensation

for loss of office. No directors waived any emoluments in the year.

REFHITES

REAFE FAEBIELEFESIAHE
ERMBEAEBRAMAREBRFHREH

BERTHE A FESEESHEENME -
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9. INFORMATION REGARDING DIRECTORS’ AND 9. EEREEMEEHN (F)
EMPLOYEES' EMOLUMENTS (continued)
(b) Employees’ emoluments (b) EEME
The five highest paid employees included three (2010: three) directors, BEEMEeNhBEERE=N(ZE—FF . =
whose emoluments are set out in note (a) above. Emoluments of the ) EE HMSFHBEN LMK T@Q -8B TW
remaining two (2010: two) employees are as follows: N(ZZE—ZF M) EENMESAOT :
2011 2010
HK$’000 HK$’000
FET FHET
Salaries and other benefits HeRHMER 5,080 4,470
Retirement benefits scheme contributions EARERFT R 186 307
Equity-settled share-based payments DREREEUARGHER I 754 -
6,020 4,777
Their emoluments were within the following bands: RBEZMENTFUTAZ :
2011 2010
HK$2,000,001 to HK$2,500,000 2,000,00178 JT £2,500,00078 7T 1 2
HK$3,500,001 to HK$4,000,000 3,500,001 7T £4,000,0005% JT 1 -
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10. DIVIDENDS 10. R 2
2011 2010
HK$’000 HKS'000
FET FET
Dividend recognised as distribution EFEERRADIKZKRE !
during the year:
2010 final dividend of HK 1 cent (2010: Nil) —E-FERBARESRKRIEA
per share —E-ZF | 7,940 =
No interim dividend was paid or proposed for both years. AMEEELESASERPERE -
The final dividend of HK 1 cent in respect of the year ended 31st ARAREERRRNBE=-Z——FN\A
August, 2011 (2010: HK 1 cent) per share, amounting to HK$7,940,000 ET+—HLEFEZRERESRIBW(ZZ—
(2010: HK$7,940,000) in total, has been proposed by the directors of TE 1B 0 537,940,000/ T (ZE—FF .
the Company and is subject to approval by the shareholders in the 7,940,000 7T) - WEASKRRRERRRBF K
forthcoming annual general meeting. g EHbE o

85



FOUNTAIN SET (HOLDINGS) LIMITED  Annual Report 2011

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st August, 2011
BE—F——FNA=F—HILFE

11. EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share attributable

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

HEVBHRRME

11. ERER
AARNEEAEESREARBERA RS
T gEsE

2011 2010
HK$’000 HKS'000
FExT FET
Earnings ZF
Profit for the year attributable to owners B ESRERR B ERR A
of the Company for the purposes of ZARDNBFEBENELRFERR
basic and diluted earnings per share 210,886 223,798
2011 2010
Number of shares KRHEE
Number of ordinary shares for the purposes M EERERNRBERTR A
of basic and diluted earnings per share ZEBREHE 794,010,960 794,010,960

The computation of diluted earnings per share for the year ended
31st August, 2011 does not assume the exercise of the Company'’s
outstanding share options because the adjusted exercise prices of those
options calculated in accordance with HKAS 33 “Earnings Per Share”
are higher than the average market price of the shares for the relevant

period.
Diluted earnings per share is not presented for the year ended 31st

August, 2010 as there were no potential ordinary shares outstanding

during that year.
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12. INVESTMENT PROPERTIES

FEEHEE(EE )FRELE -—z——=£45

HEMBRRMEE

12. REYE

HKS’000
FET
cosT R
At 1st September, 2009 R-ZFEZhRFENA—H 14,176
Disposals HE (14,176)
At 31st August, 2010 and 2011 R-ZE—ZEFER-ZFE——FN\A=+—H =
DEPRECIATION e
At 1st September, 2009 R-ZZEZEAFNAA—H 1,421
Provided for the year e FERE 121
Eliminated on disposals o 5 B B 88 (1,542)
At 31st August, 2010 and 2011 R-ZB-ZFER-ZF-——FN\B=+—H -
CARRYING VALUES RHEE

At 31st August, 2010 and 2011

During the year ended 31st August 2010, the Group disposed of
certain of its property interests with an aggregate carrying amount of
HK$26,130,000 to an independent third party for a consideration of
HK$122,517,000 (net of direct expenses of HK$283,000), resulting in
a gain on disposal of HK$96,387,000. The disposed property interests

comprised:

R-Z-BER-B——F/\B=+—F -

REBEZ-_Z-ZFENA=+-—HLFE &x&
[ H £ BR T 42 18126,130,00058 JT 2 & T #) % &
#FBYE=F KB %122,517,0005 5T (10
MRE B %283,0008 ) IFEEEHE RS
96,387,000/ 7T - HEZ ¥ EHBIE :
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12. INVESTMENT PROPERTIES (continued)

HEMBHRRME

12. REYE (&)

HKS'000

FET

Investment properties REYE 12,634
Property, plant and equipment M - B REE 10,624
Prepaid lease payments FEHERE 2,872
26,130

Details of these transactions are set out in an announcement of the

Company dated 13th November, 2009.

The above investment properties were depreciated on a straight-line

basis over the shorter of the lease term or 50 years.
All of the investment properties of the Group were situated in Hong

Kong and were held to earn rentals and/or for capital appreciation before

disposal.
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13. PROPERTY, PLANT AND EQUIPMENT 13. Y135 - BB RBE
THE GROUP £
Freehold Furniture,
and fixtures and Plant and Motor  Construction
leasehold land Buildings  equipment machinery vehicles in progress Total
KABAER B £E
REHLH EF PET ] HE#E B EEIR agE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FiEn FE7 FiEx FiEx FiEx FiEx T
) A
At 1st September, 2009 RZZEEAFAA—A
(originally stated) (RE25) 1921 689,296 732,290 2,288,209 32,616 289,801 4,034,133
Effect of application of EREASTTENE 7SR
amendments to [HE Iz rey2
HKAS 17 “Leases” 21,152 - - - - - 21,152
At 1st September, 2009 RZZEAENA-H
(restated) (&E5]) 23,073 689,296 732,290 2,288,209 32,616 289,801 4,055,285
Currency realignment MEBREER 420 21,130 3,391 17,606 1,066 1,279 44,892
Additions i - 67,799 59,166 71,205 3,057 65,405 266,632
Interest capitalised (note 6) MEAIEERE (frzte) - - - - - 1472 1472
Reclassifications ik - 287,645 10,792 8,275 = (306,712) -
Transfer to assets classified ERZNEARBELE
as held for sale LEE - - - (11,632) - - (11,632)
Disposals/written-off HE /T - (20,329) (40,001) (300,203) (1,807) = (362,342)
At 315t August, 2010 R-E-ZENA=1-AH
(restated) (&=E5) 23,493 1,045,541 765,638 2,073,458 34,932 51,245 3,994,307
Currency realignment MEREER 5 6,328 9,766 21,318 344 812 38,573
Additions #m - 2,900 23,014 58,204 4813 21,383 110,334
Reclassifications A = = 51,531 602 - (52,133) =
Disposals/written-off HE /T - - (14,759) (19,524) (8,538) = (42,821)
Disposal of subsidiaries (note 38) &M B AT (438 - (39,255) (56) (200) (411) = (39,922)
At 31st August, 2011 R=E-—-FN\A=1-H 23,498 1,015,514 835,134 2,133,878 31,140 21,307 4,060,471
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13. PROPERTY, PLANT AND EQUIPMENT (continued) 13. Y% - BB RRE (&)

Freehold Furniture,
and fixtures and Plant and Motor  Construction
leasehold land Buildings  equipment machinery vehicles in progress Total
XAKE G £8
REEMH L BT SET] HEHE B ERIR aE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FiEx FEL FEL FET FET FET FiEx
DEPRECIATION AND WEREE
IMPAIRMENT
At st September, 2009 R=ZENENA-R
(originally stated) (REZ5) - 142,344 430,364 1,152,832 24,789 15 1,750,344
Effect of application of ERERETERNEIHE
amendments to [HEIzBiTresE
HKAS 17 “Leases” 11,886 - - - - - 11,886
At Tst September, 2009 R=ZEEAENA-A
(restated) (BE5) 11,886 142,344 430,364 1,152,832 24,789 15 1,762,230
Currency realignment PMEREER = 2,494 2214 9,58 893 - 14,859
Provided for the year (restated) 2 EEH1E (KE5) 25 34,707 59,342 142,478 3,147 = 239919
Reversal of impairment loss HERAEE - - - (1,780) (18) (15) (1,813)
Impairment loss recognised ERZABABIELEZ
upon transfer to assets EERBACAERL
classified as held for sale - - - 419 - - 419
Eliminated on transfer to assets ~ EHZ P EAZELE
classified as held for sale ZEERHE - - - (10,421) - - (10,421)
Eliminated on disposals/ e/ HEH
written-off - (9,265) (35,701) (293,122) (1,599) - (339,687)
At 31st August, 2010 RZE-ZFENA=1-H
(restated) (&E5) 12,131 170,280 456,219 999,664 27,212 = 1,665,506
Currency realignment PEREER = 2378 8,074 19,677 251 . 30,380
Provided for the year REERE 245 43612 58,162 151,525 3,64 _ 256,808
Eliminated on disposals/ HE /R
written-off = = (11,345) (15,833) (8,062) = (35,240)
Eliminated on disposal of = NG
subsidiaries (note 38) (Hiit38) - (11,827) (45) (67) (355) = (12,294)
At 31t August, 2011 RZE--£N\A=1+-H 12,376 204,443 511,065 1,154,966 22310 - 1,905,160
CARRYING VALUES REE
At 31st August, 2011 R=E-——-%NA=+-H 11,122 811,071 324,069 978912 8,830 21,307 2,155,311
At 315t August, 2010 RZE-ZFEN\A=1-H
(restated) (ZE35) 11,362 875,261 309,419 1,073,794 7720 51,245 2,328,801
At Tst September, 2009 R=ZEEAENA—H
(restated) (7)) 11,187 546,952 301,926 1,135,377 7,827 289,786 2,293,055
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13. PROPERTY, PLANT AND EQUIPMENT (continued) 13. W% - WRRREE)
THE COMPANY b N
Furniture,
fixtures and Motor
equipment vehicles Total
S N =
k& B HwE
HK$'000 HK$000 HK$000
FET FET FET
COST A
At 1st September, 2009 R=ZFEZEhRFENA—H 38,702 2,282 40,984
Additions i 1,267 907 2,174
Written-off B! (10) - (10)
At 31st August, 2010 R-ZE-ZEFNA=+—H 39,959 3,189 43,148
Additions o 1,342 1,231 2,573
Disposals/written-off HE G (1,201) = (1,201)
At 31st August, 2011 R-ZE——FN\A=+—H 40,100 4,420 44,520
DEPRECIATION e
At 1st September, 2009 R-ZEZREFENA—H 34,221 2,165 36,386
Provided for the year =FEERE 1,776 64 1,840
Eliminated on written-off = 85 B Hif 8H (10) - (10)
At 31st August, 2010 R-ZE—ZFNA=+—H 35,987 2,229 38,216
Provided for the year =FEERE 1,579 485 2,064
Eliminated on disposals/written off o OH B g (1,201) - (1,201)
At 31st August, 2011 R-ZE——FN\A=+—H 36,365 2,714 39,079
CARRYING VALUES REE
At 31st August, 2011 R-ZE——FN\A=+—H 3,735 1,706 5,441
At 31st August, 2010 R== 960 4,932

— ==& \B=+—H 3,972
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13. PROPERTY, PLANT AND EQUIPMENT (continued)
The cost of above items of property, plant and equipment are
depreciated, after taking into account of their estimated residual values,
on a straight-line basis at the following rates per annum:

Freehold land Nil

Leasehold land and buildings Shorter of 2% - 4.5%
or period of the lease
term

Furniture, fixtures and equipment 10% - 33%

Plant and machinery 10% - 20%

Motor vehicles 20% - 30%

Construction in progress Nil

The carrying value of properties shown above comprises:

13. M3 - ERRE (8
EE - HEE R R 2 R N B SOREH A
AT R EERERTIF RS -

KAFEN L i

HELHERET 2% - 4.5%%,
HEFH (UR
BERE)

B HEREE 10% — 33%

R 55 4 25 10% — 20%

== 20% - 30%

EEIR i

L EYEREESRE

Freehold and

leasehold land and buildings Construction in progress
KABERHEEN
IHURET HRIE
At At At At At At
31st August,  31st August, 1st September, 31st August,  31st August, 1st September,
2011 2010 2009 2011 2010 2009
RZB——% RZZ-ZTF RIZFNF R-B--F RZE-2F R°BENE

NA=t+-B NA=t-8H hA-B NA=+-B NA=+-H hA-H

HK$'000 HKS'000 HKS'000 HK$'000 HK$'000 HKS'000
FET FiET FiE7 FET FiEx FiEx
(restated) (restated)
(&E5) (&E5)
Leasehold land in Hong Kong under ~ REBUPHREEEH
medium-term leases BELH 8,776 9,021 9,266 - - -
Freehold land outside HongKong ~ REBMMIXAEE L 2,346 2341 1,921 - = -
Buildings erected on land in REBLRRAEREN
Hong Kong held under medium- T EHEF
term leases 5173 5385 15,887 - - -
Buildings erected on land in the PRC ~ AFRER AR 3 5F A€
held under medium-term land use & #1111 FHIEET
rights 730,181 792,478 476,760 20,990 50,928 282,348
Buildings erected on freeholdand ~ REBIKAEERUFH
land held under medium-term REFENL EHET
leases outside Hong Kong (note) (#i2) 75,717 77,398 54,305 317 317 7438
822,193 886,623 558,139 21,307 51,245 289,786

Note: The directors of the Company consider that the allocation of buildings
erected on the freehold and leasehold land cannot be reliably separated for

disclosure.

92

B ARBESERE  RAAFARBEEN LB E
ZBFIHMAETE LD FHKE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st August, 2011
BE—FE——FNA=F—HILFE

14. PREPAID LEASE PAYMENTS

EEE¥E(RE)ARS

14. A HEERE

At At
31st August, 31st August,

T 3558

HEMBRRME

At

1st September,

2011 2010 2009
R-B——F RIZE—ZF R-ZZhEF
NA=+—HB NA=+-—H NA—H
HK$’000 HKS'000 HKS'000
F&T FET FET
(restated) (restated)
(&%) (#=E51)
The Group's prepaid lease payments comprise: AEENFEMNHERE
B
Leasehold land situated outside Hong Kong NRAEBUNAFHEE
under medium-term leases or medium-term =, B 4 it i FRAE
land use rights BEMEE i 121,939 128,136 132,339
Analysed for reporting purposes as: MEBRMS WD
Current assets MEEE 2,732 2,812 2,848
Non-current assets FREEE 119,207 125,324 129,491
121,939 128,136 132,339

93



FOUNTAIN SET (HOLDINGS) LIMITED  Annual Report 2011

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st August, 2011
BE—FE——FNA=F—HILFE

15. INTERESTS IN SUBSIDIARIES

15. BAEM B AR #ER

HEVBHRRME

2011 2010

HK$’ 000 HK$’ 000

FET FET

Unlisted shares, at cost LMD - ARSI H 31,435 33,856

Deemed contribution (note) WRBIEE (K2F) 1,104 =

32,539 33,856

Amounts due from subsidiaries Bt 8 A &) At R 518 4,003,646 3,708,278

Less: Impairment loss recognised o ORERKER (546,025) (555,983)

3,457,621 3,152,295

Amounts due to subsidiaries RSB D B FRIE 1,031,238 668,485
Movements in the impairment loss recognised are as follows: CEIIRAERBLAZESHUOT :

2011 2010

HK$’ 000 HK$’ 000

FET FET

Balance at beginning of the year FUEER 555,983 555,983

Impairment loss reversed ERERER X (9,958) =

Balance at end of the year FRER 546,025 555,983

Note: Deemed contribution arises from the equity-settled share-based payments

incurred by the Company but attributable to its subsidiaries’ employees.
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15. INTERESTS IN SUBSIDIARIES (continued)

The amounts due from subsidiaries are unsecured and repayable on
demand. Except for an aggregate amount of HK$1,006,550,000 (2010:
HK$751,030,000) which bears interest rate with reference to the
average effective interest rate of the bank borrowings of the Group,
the balances are interest-free. In the opinion of the directors, as the
Company acts as the treasury centre for the operating subsidiaries,
the amounts are expected to be realised within one year from the end
of the reporting period and accordingly, such amounts have been
classified as current assets. At the end of the reporting period, the
amounts (net of impairment loss recognised) of HK$3,457,621,000 (2010:
HK$3,152,295,000) were not impaired as a result of the satisfactory
assessment of the current financial position and business prospects of
those subsidiaries by the management of the Group. An impairment
loss has been recognised if after the same assessment, the amount was
considered not recoverable. At the end of the reporting period, the
impairment loss recognised is related to individually impaired amounts
and the relevant subsidiaries are considered not in a good financial
position to repay their debts after assessing their net assets value,

liquidity position and business prospects.

The amounts due to subsidiaries are unsecured, interest-free and

repayable on demand.

FEEHEE(EE )FELE -—z——=£4

HEMB|RMEE

15. BAEME 1~ B s (&)
MERARMRARERBEALEEREE
& H 2 € %81,006,550,000/8 T AIBRIN (=B —F
751,030,000 7T)  WEESHSEZEREER
THERENTFHERFRTE HBA AL -
BEZFENER BAREAQARERAKENE L
AzERPO ZEREERARBREHLE—
FRAAERE > Bt ZERERIARBEE -
RB|EHL HRAEBEEBEREHZEM
BARZREUNBEMRRELASAET 2T
i At BB RE (KRR E BRI ZHERX)
3,457,621,00058 T (=& — Z F ! 3,152,295,000
BT IR o B ET R W AR BN
BRERABBEWRE - SR EE X - R
HEK o TR ZRER K TIR A @ BIREEX
BREFGEEFE RBESMRREKA
SEBEERRBEEBEITERFHNIHEMRR
TZHEBAT e

THB AR ZFIARERA - REREBERMEE -
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15. INTERESTS IN SUBSIDIARIES (continued) 15. FEYL BB 2 Bl R 22 ()
Particulars of the principal subsidiaries of the Company at 31st August, RZE-—ZFBFNA=+—HRZZE——FNA
2010 and 2011 are as follows: Et+t—HBARQAANEENBATDFENOT :
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
gL BETR LNVt
BRREX BREH BRATRE/
WEARER it/ Bx BA /BB RERAEEMNLE IEEE
Directly Indirectly
EE B
% %
Dongguan Fuquan Garment Co., Ltd. (note a) The PRC United States Dollar - 55.5  Production and sales of
RERRARBRAAMita) HE (“USD") 3,499,352 garments
3499352% T HERHERK
RER1RIREE R A F(note o) (Hf7ta) The PRC HK$14,000,000 - 100 Production and sales of
A (2010: HK$12,800,000) garments
14,000,000 7T BERHENK

(2010 : 12,800,007 7¢.)

Dongguan Goldlink Thread Factory Co., Ltd. (note a) The PRC HK$3,600,000 - 100  Manufacturing of sewing
RESEERERAR (Wita) HE 3,600,000/ 7T threads
HEROR
REBEREEBRATF (note o) (ffita) The PRC HK$15,000,000 - 100 Production and sales of
H 15,000,007 7T garments
HERHERK
Dongguan Shatin Lake Side Textiles The PRC HK$307,500,000 - 95 Dyeing, printing and sales
Printing & Dyeing Co,, Ltd. (note b) HE 307,500,000 7T of dyed fabrics
SYRBEHSNEERAA M Zb) 36 NENFEERH
Folktune Limited (“Folktune”) Hong Kong HKS2 100 - Investment holding
BRERAR(ER]) Bi# 2B REER
Fountain Set Limited Hong Kong HK$3,000,000 100 - Trading of dyed fabrics
BHEXERAH Bt 3,000,000/ T and yams
EARBYHES
Fountain Set Textiles (Ontario) Ltd. Canada Canadian Dollar 51 - Trading of fabrics and
ngx ("CAD") 300,100 garments
(Common shares) hREKES
300,100 ¢ (& &)
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15. FE{L B A B R & (&)

Proportion of nominal
value of issued share capital/

15. INTERESTS IN SUBSIDIARIES (continued)

Place/country of
incorporation/

Issued and
fully paid

registration

share capital/

registered capital

Name of subsidiary and operation registered capital held by the Company  Principal activities
EMAL BETR ESNCIViigs
BRREX B BRARE/
WEARER fifEt/ AR BA/BRBRA BERAAEMLE TEEE
Directly Indirectly
B k=3
% %
Goldlink Thread Limited Hong Kong HK$5,000,000 100 - Trading of sewing threads
EEHHARAT 0 5,000,000% 7T BHRES
Highscene Limited Hong Kong HK$3,000,000 - 100 Trading of yarns
ERARAA ) 3,000,000 7T EYES
Hiway Textiles Limited Hong Kong HKS2 - 100 Trading of garments
BEGBBRAA ) 2B KKE S
Jiangmen Huilian Textile Company Limited (note a) The PRC HK$28,000,000 - 100 Production and sales
IFHERSSERD R (MZa) H 28,000,0007 7T of yarns
BERHERY
Jiangyin Fuhui Textiles Limited (note a) The PRC USD104,000,000 - 100 Knitting, dyeing and sales
IREEESEERAR (Hiia) H (2010: USD102,000,000) of dyed fabrics and yarns
104,000,000% ¢ i RERNHEE
(2010 : 102,000,000% 7t) ehRkes
I EEEMEBRAE (hotea) (Hita) The PRC USD12,000,000 - 100 Manufacturing of
HE 12,000,000% 7 machineries
SRR
Kaiping Hui Hua Textiles Limited (note a) The PRC USD615,414 - 100 Production and sales of
RYEZHAERAA Hifa) HE 615414E T yamns
BERHERY
Lake Side Printing Factory Limited Hong Kong HKS2 100 - Investment holding
EROEBRERAR BB 2T RELZR
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15. INTERESTS IN SUBSIDIARIES (continued)

Place/country of
incorporation/

15. E{LHIE A TR ()

Proportion of nominal
value of issued share capital/

Issued and
fully paid

registration

share capital/

registered capital

Name of subsidiary and operation registered capital held by the Company  Principal activities
2L/ BETR LNEINiE
BRREX BREH BRATRE/
WEARER it/ Bx BA /BB RERAEEMNLE IEEE
Directly  Indirectly
EE B
% %
Ningbo Young Top Garments Co., Ltd. (note a) The PRC USD22,000,000 - 55.5 Production and sales of
ERARERBRATR (Hta) HE (2010: USD16,079,462) garments
22,000,000% 7T HERHERK
(2010 : 16,079,462% 7t
Ocean Lanka (Private) Limited Democratic Sri Lanka Rupee - 60  Knitting, dyeing and
Socialist (“LKR") 985,000,000 sales of dyed fabrics
Republic 985,000,000 it e FENHEERSR
of Sri Lanka
HERFRE
HETRAAE
Ocean Yarn Dyeing Factory Limited Hong Kong HKS2 100 - Investment holding
BEROBERAR e 2T RERR
Prosperlink (Macao Commercial Macao Macau Pataca 100,000 - 100 Trading of yarns, dyestuffs
Offshore) Limited B 100,000% 1 and chemicals
B (RMBRRXRE) ARAR BORECRES
LBBRESBEZERLA (notea) (Hiita) The PRC RMB5,000,000 - 100 Trading of dyed fabrics
i AR 5,000,0007T BHhES
FNBAGHERER 2 (note a) (Hizta) The PRC RMBS5,000,000 - 100 Trading of dyed fabrics
wh AR #5,000,0007T BHES
Sugian Young Top Garments Co., Ltd. (note a) The PRC UsD800,000 - 555  Production and sales of
BERARERERAE (M) H 800,000 7T garments
HERBEERK
Triumph Luck Limited Hong Kong HK$1,000,000 - 55.5  Trading of garments
JBERAH e 1,000,000/ 7T RRES
HREEHBERAF (hotea) (Hfzta) The PRC USD40,500,000 - 100 Knitting, dyeing and sales
H (2010: USD35,000,000) of dyed fabrics and yarns
40,500,000 7T iy AP SRl
(2010 : 35,000,000% 7T) HERAREY
Notes: Hiat -
a. Companies are established as wholly foreign owned enterprises in the PRC. a. RPBEUNBEBELERIMNAF e
b.  Companies are established as cooperative joint ventures in the PRC. b. RABEUEERENSERRXRILIN DT °
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15. INTERESTS IN SUBSIDIARIES (continued)

The above table includes the subsidiaries of the Company which, in
the opinion of the directors of the Company, principally affected the
results of the Group for the year or formed a substantial portion of the
assets and liabilities of the Group at the end of the reporting period. To
give details of other subsidiaries would, in the opinion of the directors
of the Company, result in particulars of excessive length. Details of the
subsidiaries, which were disposed of or deregistered during the year, are

set out in note 38.

None of the subsidiaries had any debentures outstanding at the end of

the year or at any time during the year.

16. CONSIDERATION RECEIVABLE
On 27th April, 2009, Dongguan Fuan Textiles Limited (“Dongguan

Fuan”), a non wholly-owned subsidiary of the Company, entered into an
agreement with an independent third party to sell the parcels of land
located at Dongguan Fuan Textiles Complex, Changan Town, Dongguan
City, Guangdong, the PRC and certain buildings and furniture, fixtures
and equipment (the “Properties”) for a total cash consideration of
Renminbi (“RMB”) 255,000,000 (approximately HK$288,136,000) payable

in 5 installments (the “Property Agreement”).

Of the above consideration, RMB30,000,000 was settled upon the signing
of the Property Agreement as the first installment. The second and the
third installments of RMB30,000,000 (approximately HK$34,474,000) and
RMB40,000,000 (approximately HK$46,497,000), respectively, were settled
during the year ended 31st August, 2010. The fourth and last installments
of RMB77,500,000 (approximately HK$94,145,000) and RMB77,500,000
(approximately HK$98,405,000), respectively, were settled during the

current financial year.

The receivable amounts were unsecured and interest-free. The fair value
of the deferred consideration at the date of initial recognition was
determined as RMB231,643,000 (approximately HK$261,743,000) based
on the estimated future cash flows by applying a discount rate of 9.8%

per annum.

Details of the above transaction are set out in the circular of the
Company dated 30th July, 2009.

FEEHEE(EE )FELE -—z——=£4

HEMB|RMEE

15. BAEME 1~ B s (&)
LERDABWMBLARTIERAARESREA
HUAFEXERAEEARNBREHANEER
EE%EE%%HW%N°$@E§$w%ﬁ
NEMHEBARNFBEEIRRRERERTR -
FERAFED HESBUE MM E QR 27F
BT EE38 ©

RAFERERIEARFEEARKE HEQ
B BRI EREE AR o

16. B E

—EZAFNA=-t+tH  ARAFZ—HEE2
EMBRARRERLAHBIORERAA ([RX
BRNE-—BBIR=AFTIHE AHEN
RAEERERETRRETEAERLTHS
BAWLiRETEF  FH HERRZE (Z
EyE])  BREREAARYE255,000,0007T (K
288,136,000;8 7t) » D AR ((MEAR])

MREF REITVESBREXMTA
S #30,000, ooofM’ﬁ%%—Eﬂ%ﬂIﬁ o Hi
RE=ZHHHRED B H AR ¥30,000,000
7T (8 34,474,000;% Jt) & A K %40,000,0007T
(%%wmm%ﬂﬂ%ﬁzzi—iiﬂﬁ
ETtT-HLEFEXN - FHOHARZE—
I 2 Bl A A R %77,500,0007T (,.(994,145,000;%
7t) K AR #77,500,0007T (#798,405,0007& jT) IR
ERAMBREER -

ZERWANEABRIKAREE - RIS HEIAA
Mz ELEREZLFEERARYE231,643,000
7t (#9261,743,0008 7T) » DRBEMFTRRR S
MEBIRAIRFEI8%TH ©

FRLAXZHBEHRALARHA =
hWEFEER=1THZBERA
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17. DEFERRED TAX 17. ELEH A
The major deferred tax liabilities (assets) recognised by the Group and AEEREAQAAREABREFERBEREEE
the Company and movements thereon during the current and prior BRANETEELEHEEE (BE) RESFHNT :

reporting years are as follows:

THE GROUP REME

Accelerated

tax Tax
depreciation losses Others Total
RAIBIATE RIEEE H #i{E
HKS'000 HKS'000 HK$'000 HKS'000
FET FET FET FET
(note)
(HaE)
At 1st September, 2009 RZZEZRFNA—HB 1,806 (1,192) (13,478) (12,864)
(Credited) charged to profit or loss ~ RBZE A (5T A) M (1,111) 731 (8,344) (8,724)
At 31st August, 2010 R-ZE—ZFNA=+—H 695 (461) (21,822) (21,588)
Charged (credited) to profit or loss ~ RiB&=E AR (5t A) 167 (210) (1,003) (1,046)
At 31st August, 2011 R-ZE——FN\A=+—H 862 (671) (22,825) (22,634)
Note: The amount represents mainly deferred tax assets arising from deferred Kt ERRBEITERMTMBEEZELEVRARE
income as disclosed in note 27, unrealised profit on inventories and EEEBEERE - FENRERIEZRWE
unrealised gain on transfer of plant and equipment between subsidiaries ARAIZEMBERBEABNRERNE UK
and deferred tax liabilities arising from withholding tax charged on certain ETHERBIHEQDMROTBENRAESE
PRC and overseas subsidiaries at the amounts of HK$17,134,000 (2010: FEIEEZEHBEBEE 2 51517,134,0008 T (=&
HK$17,499,000), HK$2,411,000 (2010: HK$2,581,000), HK$1,986,000 (2010 — B 117,499,000 7T) 2,411,000 7T (=B
HK$2,097,000) and HK$2,985,000 (2010: HK$3,721,000), respectively. —Z 4 : 2,581,000/ JT) * 1,986,000/ jt (==&

—Z £ 1 2,097,000% 7t) }2,985000%& T (=&
—Z 4 1 3,721,00058 TT) ©
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17. DEFERRED TAX (continued)
As at 31st August, 2011, the Group had unused tax losses of

approximately HK$552 million (2010: HK$434 million) available for offset
against future profits. A deferred tax asset has been recognised in respect
of approximately HK$4 million (2010: HK$3 million) of such losses, which
represent tax losses incurred by certain of the Company’s subsidiaries
as it is considered by the management that future taxable profits will
be available against which the tax losses can be utilised. No deferred
tax asset has been recognised in respect of the remaining HK$548
million (2010: HK$431 million) tax losses due to the unpredictability of
future profit streams. As at 31st August, 2011, of the above tax losses,
an aggregate amount of approximately HK$432 million (2010: HK$276
million) can be carried forward for five years following the year when the

losses were incurred. Other tax losses may be carried forward indefinitely.

In addition, at 31st August, 2011, the Group had other deductible
temporary differences of approximately HK$90 million (2010: HK$44
million) in respect of unrealised gain on transfer of plant and equipment
between subsidiaries, unrealised profit on inventories, allowance for
doubtful debts and inventories and interest capitalisation. 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.

FEEHEE(EE )FELE -—z——=£4

HEMB|RMEE

17. IEERLIE (8)
R-—B——&N\A=+-—0 KEETHEE

AR 2R B I B R 4 A B TE JES 18 40 43552,000,000
It (ZZ — T F © 434,000,000/ 7T) © 1Ltk IE
&5 18 1 494,000,000/ T (==& —Z £ : 3,000,000
BT ERIAR -—HELEHREEE LDARQ
AETHEBARMEENHREEE KEEE
TR R AR ERB BT A K 85 LB 1E
18 o 82T Y% 18 /&5 18 548,000,000 7T (=& —
Z 4 1 431,000,00058 7T ) B A 68 T8 ORI 3R #Y B F
REMAERABELHEEE R ——
FNA=+—HB LABEEED B28EQ
432,000,000/ 5t (=& —Z £ : 276,000,00078 7T )
ATRELEFREFEREFLF -HMEHBEFSE
AR R A b EE 17 o

o R=FE——FNA=+—8 FEERH
MEARZEHERREABOREE RS
FENRESEANRZ RERFEREURFER
{L1E & 7 w9 H 7T 40080 & i 2= £ % 590,000,000
BT (ZF—FF 44,000,000/ 7T) o HAREERE
ERERVRBEFGAERKE L ATIRERFER
WMAERIAZAMBERERZRECHEERE -
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17. DEFERRED TAX (continued)
According to the EIT 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 the equity interest in the PRC company,
reduced 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$25,200,000
(2010: HK$31,700,000). Deferred taxation has not been provided for in
the consolidated financial statements in respect of temporary differences
attributable to retained profits of the PRC subsidiaries amounting to
HK$67,817,000 (2010: HK$41,551,000) as the Group is able to control the
timing of the reversal of the temporary differences and it is probable that

the temporary differences will not reverse in the foreseeable future.

For the overseas subsidiaries, the Group provided the deferred tax in
full in respect of the withholding tax attributable to the undistributed
profits of HK$12,818,000 (2010: HK$12,050,000). The rate applied is the

respective domestic income tax rate.

For the purposes of presentation in the consolidated statement of
financial position, certain deferred tax assets and liabilities have been
offset. The following is an analysis of the deferred tax balances for

reporting purposes:

HEVBHRRME

17. EFEBL IR ()
BRELCEREHRE BT NF—A—H
B PAFEI B B A R [ 38 SR B E K 3 B R
“ET ) \FRAZFENRBIAEENREAR
M10%FEHAEH - NEBIMRLERFEFE
RAmPBWERNREE  BKEARTRKRE
5% REZERFIEMENEREZEZENGRE B
¥ 3% 1F W IR JE B 18 8 £525,200,0008 T (=& —
= 5 1 31,700,00058 7T) © F A AN & B AT BLUIE )
TRHEZEBEZEE MBFEERAENA
BERRAERE > LR FEHEQRDRE
BAZEEZER678170008 T (ZE—FF .
41,551,0008 7T) EHAE W BRRAMELIELESR
HERE o

REBIMBLARMS » AEEBEE KD IKEF
12,818,00058 7t (= & — Z F : 12,050,000 7T )
ZHEAB 2T RELEHERE -MEAZH
EAHRAZHITREHE -

RECHBRARNEIMS BT ELEHE
EEREEBECHEHE - UTRIEZBMSMHEL
BIBER DA

2011 2010

HK$’000 HKS'000

FET FiET
Deferred tax assets ELEFHEEE (25,689) (25,309)
Deferred tax liabilities FEIERIEEF 3,055 3,721
(22,634) (21,588)
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17. DEFERRED TAX (continued) 17. IEERLIE (8)
THE COMPANY b NN |

Accelerated

Tax tax

losses depreciation Total

RIEFE RAKERE BE

HKS$'000 HKS000 HKS000

FET FET FET

At 1st September, 2009 R-ZZEZEAFNLAE—H (40) 40 =

(Credited) charged to profit or loss REZR (FEA) kR (66) 66 =

At 31st August, 2010 R-ZE-—ZEFNA=+—H (106) 106 =

(Credited) charged to profit or loss RiEHEA (5FA) MR (162) 162 =

At 31st August, 2011 R-ZE——FN\A=+—H (268) 268 =
As at 31st August, 2011, the Company had unused tax losses of R-ZZEBE——FENHB=1+—H xAT A AHEIK
HK$2,538,000 (2010: HK$2,502,000) available for offset against future AR 2R B FI B R E A B 1B 65 18 32,538,00058 T
profits. A deferred tax has been recognised in respect of HK$1,630,000 (ZZE—F 4% 2,502,000 t) c pi b EHE B

£91,630,000/8 T (Z & — Z F : 649,000 t) B2
WRA—HIELEFIE o 88T #9F 1H E518908,000
BT (ZE—ZF :1,853,00058 7t) B 7 6L 78 A

(2010: HK$649,000) of such losses. No deferred tax asset has been
recognised in respect of the remaining HK$908,000 (2010: HK$1,853,000)

tax losses due to the unpredictability of future profit streams. The tax RN RFIREMA SRR EEN S E
< N W o 49 25 o
losses may be carried forward indefinitely. FIIE I I AL MR ER b8 AT o
18. INVENTORIES 18. B &
2011 2010
HK$’000 HKS’000
FET FETT
Spare parts B 98,941 118,224
Raw materials R 787,348 1,006,077
Work in progress BT 397,242 421,254
Finished goods SRR MR 399,923 393,037
1,683,454 1,938,592
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19. TRADE AND BILLS RECEIVABLES 19. EXREEBEWFIE
2011 2010
HK$’000 HKS$’000
FET FET
Trade receivables & RN FRIR 1,116,780 1,220,305
Bills receivables SEEWFRIE 187,184 199,566
Less: allowance for doubtful debts B REREE (28,223) (47,845)
1,275,741 1,372,026
The Group allows a credit period ranging from 30 days to 90 days to REBRAEE0RZTORFEH TFTHEEXEEFE o
its trade customers. The following is an aged analysis of trade and bills EENEERBIKNRERBENAREER (ZBINBR
receivables based on the payment due date net of allowance for doubtful BREE) WERB oMM T
debts:
2011 2010
HK$’000 HK$’000
FET FET
Not yet due R EHf 919,114 925,897
Overdue 1 - 30 days BHEI1-30K 179,692 226,351
Overdue 31 - 60 days BHI31-60K 109,931 128,389
Overdue > 60 days BH#B60K 67,004 91,389
1,275,741 1,372,026
As at 31st August, 2011, included in bills receivables is an amount of R-E——FENA=1+T—H EEEWNFES
HK$8,735,000 (2010: Nil) which have been discounted with recourse (see FE Bt 3B 2= fE 2 B IH FRIE8,735,00008 T (ZE—F
note 29). F o |) (RHFEE29) ©
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19. TRADE AND BILLS RECEIVABLES (continued)

Before accepting any new customer, the Group assesses the potential
customer’s credit quality and defines its credit limits. Credit sales are
made to customers with satisfactory trustworthy credit history. Credit
limits attributed to customers are reviewed regularly. Trade receivables
that are neither past due nor impaired have good track records with the

Group.

Included in the Group's trade receivables balance are debtors with an
aggregate carrying amount of HK$356,627,000 (2010: HK$446,129,000)
which were past due at the end of the reporting period 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 either settled
subsequently or still considered recoverable based on the historical

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

No interest is charged on the overdue 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, determined by reference to past default experience.

FEEHEE(EE )FELE -—z——=£4

HEMB|RMEE

19. EX KRB R WE (&)
FEBREMEIMHEFA STGZEER
FRNEEEERAEHFERBE -FEHEES
ERTERECERINEF TFPFERERE
HiF DAY o AN SR BE R IA A O SR B AY & 3
EWHIRSI R R FERRTE -

BREEAEEEERZEBERRELRANE
W BRE HERME{E £356,627,000/8 T (Z B —F 4 :
446,129,000 7T)  ERNHREHMLAEBE - AR
FEBERIRSASHEZS B NEEE
BRREBELBDORAT FIWRE » NEEIL
ERFHRERABE AEELERZE
ERFEEMIRAS o

BHEXRBUBRAFTAAFE - AEEEFHE
B360R WA & X EUWHEZHGHEREE - It
THRBEERERBIHBEB360KNEXEW
IR —RBEEWRE © 60K £360K 2 fE K & 3£
BWREDREFTELINEOERLSEBER
REmAmEEMREE -

Movements in the allowance for doubtful debts are as follows: RERBECSEANT
2011 2010
HK$’000 HKS’000
FET FE&T
Balance at beginning of the year FHHEER 47,845 25,582
Currency realignment SN E ERR 323 17

Impairment loss (reversed) recognised EERWNFZB2EBARBEERL

on trade receivables, net (B E) F5 (8,245) 24,870
Amounts written-off as uncollectible o SE B9 R AT Uk [E] & 58 (11,700) (2,624)
Balance at end of the year FHRERR 28,223 47,845
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19. TRADE AND BILLS RECEIVABLES (continued)

Included in the allowance for doubtful debts are individually impaired
trade receivables with an aggregate balance of HK$28,223,000 (2010:
HK$47,845,000) that are considered irrecoverable by management after
consideration of the credit quality of those individual customers, the
ongoing relationship with the Group and the ageing of those receivables.

The Group does not hold any collateral over these balances.

No allowance for doubtful debts has been provided or reversed for bills

receivables during both years.

The Group’s trade, bills and other receivables that are denominated in
currencies other than functional currencies of the relevant group entities

are set out below:

19. BEN EiEEWNFIE ()
RERBEITS H 468282230008 T (=ZF —

T 1 47,845,000/ JT) B 18 Bl R B & 3 FE WK
B REEEZRZEZEANEFNEEEER
HEALBESERRRZSEBRRENRRE
RAZERWRIBBREERE o A KB I EMZ
LEMBEEEMIER -

FEWRERMESFELETRIBEEMARER
B

FEBNLEBEEERNEER UIINERIE
HEX -  ZEREMEBRHERIINT :

2011 2010
HK$’000 HK$'000

FET FET

usD Epv 488,418 623,196
RMB AR 295,930 197,628
LKR ELk 3,506 3,283
HK$ BT 761 4,870

20. PREPAYMENTS, DEPOSITS AND OTHER

20. A RE - B REMERFOR

RECEIVABLES
THE GROUP THE COMPANY
AEE AT
2011 2010 2011 2010
HK$’000 HK$'000 HK$’000 HK$'000
F#ET FET FET FET
Value-added tax recoverable AR B E R 65,967 85,234 - =
Tax Reserve Certificates EEER 24,600 1,600 2,000 -
Deposits, prepayments and Ze JENRER
other receivables H th FE R IE 123,626 123,145 4,666 17,131
214,193 209,979 6,666 17,131
The Group’s other receivables that are denominated in currencies other AEBUEBAEEERHEERLUIIERITE

than functional currencies of the relevant group entities are set out in

note 19.
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21. DERIVATIVE FINANCIAL INSTRUMENTS

FEEHEE(EE )FELE -—z——=£4

HEMB|RMEE

21. fTE€mI A

THE GROUP THE COMPANY
33 £D7
Current Non-current Current Non-current
mE FRE FRE
2011 2010 2011 2010 2011 2010 2011 2010
HK$’000 HK$'000 HK$’000 HK$'000 HK$’000 HK$'000 HK$’000 HK$'000
FET FEBT FET FBT FET FBT FET FBT
Derivative financial assets T4 &£ RMEE
Foreign currency forward EHNESH
contracts 4,984 2,514 - - - 2,508 - -
Derivative financial liabilities 74 £ B & &
Foreign currency forward ~ RHINEE X
contracts 108 773 - = - = - -
Interest rate swaps FES:N: - 45,583 54,389 - - 45,583 54,389
108 773 45,583 54,389 - - 45,583 54,389
The principal terms of the Group’s foreign currency forward contracts RBEHL RPN ERHINESHNZEE
outstanding at the end of the reporting period are as follows: RFEWT -
Notional amount Currency conversion HESE EMaE
At 31st August, 2011: R-B——ENA=+—8:
43 contracts to sell USD62,335,387 USD1: RMB6.3522 to 6.5097 BHEHEH 12T H6.352%
in total 62,335,387 T EH 6.5097 A R
1 contract to buy USD1,020,168 USD1: RMB6.3715 MHBEAGH 1ZETH
in total 1,020,168 LI & 4 6.3715 AR
At 31st August, 2010: R-B-EENA=+—-8:

17 contracts to sell USD20,000,000 USD1: RMB6.7262 to 6.8129 17HELEH 1£wH67262%
in total 20,000,000% THI & & 6.8129 A R
17 contracts to buy USD20,000,000 USD1: RMB6.6320 to 6.7417 TTHEBEAGH 1E7T56.6320F
in total* 20,000,000 7t ) & #9* 6.7417 AR ¥

The above foreign currency forward contracts will mature within one

year from the end of the reporting period.

PR EMIESHEERESHRETF —FRA

EpGI
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21. DERIVATIVE FINANCIAL INSTRUMENTS (continued)
The principal terms of the Group’s interest rate swaps outstanding at the
end of the reporting period are as follows:

Notional amount Interest rate swaps
At 31st August, 2011:

2 contracts with HK$960,000,000 From Hong Kong Interbank Offered
in total* Rate (“HIBOR”) to fixed rates ranging
from 2.63% to 3.95%

At 31st August, 2010:
2 contracts with HK$1,000,000,000 From HIBOR to fixed rates ranging

in total* from 2.03% to 3.95%

* These contracts are entered into by the Company.

The above interest rate swap contracts will mature within two (2010:

three) years from the end of the reporting period.

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 institutions.
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Mﬁmnm‘$%lﬁ$ﬂ%mﬂ$%%21
THEZRMT

HESH F 2= 45 Hf

R-B——FNBA=+—H:

2134 $£960,000,00058 JT HEBRTRZE

& #* wE (EHBRIT

FERFE)EZE
EENF2.63%
%3.95%

R-ZE—ZFENA=1+—8":

2174 $£1,000,000,00088 7t HEBRITEE

& #0* FEHEZEEN

F2.03%Z3.95%

LRI RIEMENEBERE
—Z2F=ZF)RIH -

HREITME (=

EiFTETENATEEDRELREEER
3 BU T 77 B R 4 AR 44 00 38 PR R R U3 o
FEENTESENERRERARSRED L
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22. BANK DEPOSITS WITH RESTRICTED USE/SHORT-
TERM BANK DEPOSITS/BANK BALANCES AND
CASH

The bank deposits with restricted use as at 31st August, 2009
represented deposits placed by the Group that were with restricted use
for tax or custom duties to be incurred by the Group which would expire
within one year from the end of the reporting period and were therefore
classified as current assets. Short-term bank deposits represent deposits
placed with the banks with maturity of three months or less and are

classified as current assets.

The restricted bank deposits carried market interest rates ranging from
0.36% to 0.72% per annum for the year ended 31st August, 2009. Bank
balances and short term bank deposits carry market interest rates

ranging from 0.01% to 5.50% (2010: 0.01% to 6.10%) per annum.

The bank deposits with restricted use, short-term bank deposits and

bank balances and cash that are denominated in currencies other than

22. ERSIABRZBITER EHE
TER HBOEERES

R-BBAENAZ+—8 ARHARZR
FEREAEENRTEREE R AR
FARAEEER AR EHAE- ZZAR
HARZRTER RBEHRET —FAT
B AUZEERSBARBEE  EHRT
EREGHRRAINAASEARNT 27
% DERRBEE -

2

N

|

BE_ZZAENA=+—-BLEE AR

ZRITEFERTDRTIEERENF0.36%F0.72%

B BRITHFREHRTERIRTSFR =

PF0.01%Z5.50% (= F—FF : 0.01%Z£6.10%)
Sk

o 3

=

2
o

n_l‘_

/

DHASEERDEERUIIERAENER
AR ZRTER BHRTERRRTER

functional currencies of the relevant group entities are set out below: RESFIWOT :
THE GROUP THE COMPANY
rE ARTA

2011 2010 2011 2010
HK$’000 HK$'000 HK$’000 HK$'000
FET FET FET FET
RMB AR 421,249 137,699 61 -
usD EH 179,745 164,860 15,599 12,845
CAD b 12,730 5,232 4,522 10
HK$ BT 3,455 11,516 - =
LKR Bt 1,511 10 - =
British Pound (“GBP”) T 3,313 3,135 3,240 3,067
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23. TRADE AND BILLS PAYABLES

23. EXRRBENFE

2011 2010
HK$°000 HK$'000

FET FHET

Trade payables RN RIE 418,672 518,923
Bills payables SEEMRIE 279,761 348,590
698,433 867,513

The following is an aged analysis of trade payables based on the

payment due date:

EERNFRRNAEBENREINAOT ¢

2011 2010
HK$’000 HK$'000
FHET FHET
Not yet due R Hf 363,886 413,674
Overdue 1 - 30 days BHEI1-30K 26,801 61,053
Overdue 31 - 60 days BHI31-60K 6,550 17,801
Overdue > 60 days BHEB B60K 21,435 26,395
418,672 518,923

All the bills payables of the Group are not yet due at the end of the A HL  ANEBCFEZEENSEY X

reporting period. 2 HA o

The average credit period on purchase of goods ranges from 30 days to
120 days. The Group has financial risk management policies in place to
ensure that payables are within the credit time frame.

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

BENTPHEEHAI0KXREI120K - KEET R
Y BRARERERER  UBRREMERYER
EEHRR -

REBUEBEEERIEEEUNERTE
WeEX -  ZEREMEASRERINT :

are set out below:

2011 2010
HK$’000 HK$’000

FET FET

usD EH 306,152 405,512
RMB AR 313,616 353,232
HK$ BT 14,873 14,740
LKR ELt 10,035 8,383
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24. OTHER PAYABLES AND ACCRUALS

FEEHEE(EE)FRELE -—z——=£4

HEMBRRMEE

24. Hib BN RERETER

THE GROUP THE COMPANY
rEE PN

2011 2010 2011 2010
HK$’000 HK$'000 HK$’000 HKS'000
FET FET FET FET
Other payables (note) Hfh SR8 (M EE) 149,248 163,621 290 149
Accruals EstE R 171,413 168,150 18,452 12,936
320,661 331,771 18,742 13,085

Note: As at 31st August, 2010, the balance included an amount of HK$19,827,000
in relation to an undertaking that the Group had committed, at any time
after one year from 27th April, 2009, (i) to make an one-off payment of
HK$7,616,000 as compensation to release the Group’s obligation under an
undertaking and operation agreement to a non-controlling shareholder
of Dongguan Fuan and (ii) to acquire the remaining 10% equity interest in
Dongguan Fuan from that non-controlling shareholder at a consideration of
HK$12,211,000. The one-off payment and an amount of HK$6,105,000 were
settled during the current year and the remaining amount of HK6,106,000
remained outstanding as at 31st August, 2011. Further details are set out in

the circular of the Company dated 30th July, 2009.

The Group’s other payables that are denominated in currencies other
than functional currencies of the relevant group entities are set out in

note 23.

M R=ZZ-ZF/\B=+—H ZEHREELH

19,827,00058 7T » J3 &7~ & B 5 45 A 7 76 R R
R-ZZBZAFEHA-tTLtHE—FEEMEGH
()R REZER 2 IFER BRI — IR X 17,616,000
BTZREBEARRASERERELES
& 2 A R (i) A1 (812,211,000 Tt # 5% & FE 42
BERUEENR=RBRBT10%Z REER °
% — KM R 7 586,105,0008 T REEE
AEXHF RZZ——FNA=+-—BAERZfM
Z BREE 336,106,000 T c BRAFBHRNA QA
BfA—_ZTAELA=TRZBRAR -

LB EEEREIEERUNERTFENESE
B E b FE Y TR E A MY EE23 ©
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25. AMOUNTS DUE TO NON-CONTROLLING
SHAREHOLDERS

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

26. CONSIDERATION PAYABLE
On 27th April, 2009, Folktune, a wholly-owned subsidiary of the

Company, entered into an agreement with certain non-controlling
shareholders of Dongguan Fuan (the “Transferors”) to acquire from the
Transferors in aggregate 39% of the equity interests in Dongguan Fuan at
a total consideration of HK$77,326,205 (the “Share Transfer Agreement”).
Upon completion of the Share Transfer Agreement, Dongguan Fuan

became a 90% owned subsidiary of the Company.

Pursuant to the Share Transfer Agreement, the consideration is payable
by 5 installments. The payable amounts are unsecured and interest-
free. The fair value of the deferred consideration at the date of initial
recognition was determined as HK$74,433,000 based on the estimated
future cash flows by applying a discount rate of 3.7% per annum.
During the current year, an amount of HK$35,630,000 was settled by the
Group. The remaining balance is repayable on demand at the end of the

reporting period.

Details of the above transaction are set out in the circular of the

Company dated 30th July, 2009.
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25. RFERBRRAE

ZERELEIKT  RENREEZREE -

26. BERE

REZBEAFTNA=-+ttH ALQAZ—H2
ENBARBEERERBRE THERRR ([#
BRI Ltk - LA K (E77,326,20538 Tt
BERHRBRREELZE39% 2 RAER (R
BEZHED REBREEREHRE Rx
BEHAERAEA0%ELR ZHEAH o

RIEREEZEHZ RE2EHINT -ZEE
NRELERARGE ROSHEIAHZE
ERME 2D FEEH74,433,0008 7T 0 TIRIEME
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27. DEFERRED INCOME

In prior years, the Group received a government subsidy of
HK$72,912,000 for the purchase of certain assets, which had been
deferred to recognise as income over the useful lives of the relevant
assets upon the fulfillment of the relevant conditions. An amount of
HK$1,458,000 (2010: HK$1,458,000) was amortised as income during the
year, with a corresponding adjustment to deferred tax assets previously

recognised.

27. B A

RBEFE AEECE W —EBRMFE
72,912,000 T ARBEETEE UL
REREEGRGEREHEECEREHRAA
WA FR - E#1,4580008 T (ZF—FF:
1,458,000/ 70) AW A - YEREFERAZ
EEREEEFHAAERE -

28. RESTRUCTURING PROVISIONS 28. EHEE

HK’000

FET
At 1st September, 2009 R-ZFEZERFERA—H 4,689
Utilisation of provision ERR®B (3,959)
At 31st August, 2010 R-ZZE—Z=FNA=+—H 730
Utilisation of provision ERRE (730)
At 31st August, 2011 R-ZE——FNA=+—8H -

Restructuring provisions were made in relation to the closure plan of
Dongguan Fuan in prior years. The provision was fully utilised during the
year ended 31st August, 2011. As at 31st August, 2011, the closure plan

is close to completion.

EEBRBIRBEIFERSRBZ AR EMm
fEH - RBE=ZZ——FN\A=+—-HLFE"
FHBRBEEZRFA -R=Z——5/1\A
=t—0 BEMAECEITK -
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29. BANK BORROWINGS/BANK OVERDRAFTS 29. RITEE RITEX
THE GROUP THE COMPANY
& AT

2011 2010 2011 2010
HK$’000 HK$'000 HK$’000 HK$'000
FET FET FET FET
Bank loans RITEE 1,945,663 2,174,757 1,463,554 1,532,211
Import bills loans EOMBEX 244,988 381,109 - =
Discounted bills with recourse MiEERE 2R ERE 8,735 = - =
Bank overdrafts RITEX - 3,386 - =

2,199,386 2,559,252 1,463,554 1,532,211

Repayable as follows: ARTHHBEE
On demand or within one year EEREBES —FR 1,443,532 1,607,977 761,916 658,344
More than one year, but not —FUFEFREBRME
exceeding two years 481,446 664,868 427,230 639,066
More than two years, but not MEULLERBRRE
exceeding five years 274,408 286,407 274,408 234,801

2,199,386 2,559,252 1,463,554 1,532,211
Less: Amounts repayable on demand i, : FEEREE K

or due within one year shown —FREHEEE
under current liabilities BARDEEERE
- bank borrowings due —iRITEE
within one year —FREH (1,443,532)  (1,604,591) (761,916) (658,344)
- bank overdrafts —RITEX - (3,386) - -
Amounts due after one year —FREBEEE 755,854 951,275 701,638 873,867
Except for discounted bills which are secured by the corresponding RR BT 551907 3 & LA AR B8 FE UK 22 95 /E A2 3 38 2 Bh
bills receivables as disclosed in note 19, the above bank borrowings are EEEMN RBEHR LB TESTE
unsecured at the end of the reporting period. IR o
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29. BANK BORROWINGS/BANK OVERDRAFTS

(continued)

The bank borrowings of the Group and the Company are mainly variable-
rate borrowings which carry interest at HIBOR plus a spread, ranging
from 0.4% to 2.3% (2010: 0.4% to 2.3%) or London Interbank Offered
Rate plus a spread, ranging from 1.0% to 2.1% (2010: 0.6% to 1.0%) per
annum in Hong Kong or the People’s Bank of China Base Lending Rate
per annum in the PRC. The average effective interest rates of the bank
borrowings of the Group and the Company are 2.58% and 2.04% (2010:
2.05% and 1.66%) per annum, respectively. Some other bank borrowings
of the Group carry interest at fixed-rates ranging from 2.3% to 6.7%

(2010: 1.0% to 4.5%) per annum.

Discounted bills as at 31st August, 2011 represent bills discounted to a

bank with recourse. The fixed interest rate applied is 6.06% per annum.

In addition, the average effective interest rate of the bank overdrafts of

the Group was 3.77% per annum for the year ended 31st August, 2010.

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:

FEEHEE(EE )FELE -—z——=£45

HEMBRRMEE

29. BITERE BITEX (H)

AEERAATNBRTEETEZEAZEMBE

REBDEREBRITBDEREMLEEENTF
M R04%E23% (ZF—FF 1 04%%E2.3%)
RAMITRAEFREMEEZEN FERRI1.0%E
21% (ZZE—ZFF 1 06%£1.0%) 57 & WA H
BRATPEARBTEEERFEFE - AEE
RAEQNBBRTEEZFHIERFENEZD A
2.58%%%2.04% (ZF — B F 1 2.05%/K%1.66%) °
AEBEIHHDEMBITEEDREEFFNENF
23%E6.7% (ZF—FF 1 1.0%F4.5%) 5t & °

RZE——FNA=+—BZ2WHREEES
FHRTMEBERZMEZE - IRAZEESF
F = £6.06% °

o BEZEZ-FFENA=T-HLEFE:
REERITEZNFIERFNERD377% °

AEEUEEEEEEIREBUNEBITE
HWERTEERRITEHIINT :

THE GROUP
FEME

2011 2010
HK$’000 HKS$'000
FET FET
usD Ep 244,838 143,423
RMB AR 128,765 138,806
LKR Ett - 3,198
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30. SHARE CAPITAL

30. R A&

Number of
ordinary shares of

HEMBHRRME

HK$0.20 each Amount
BREE0.20/% T
VEBRMGEE k|
2011 & 2010 2011 & 2010
HKS'000
FET
Authorised: EERA
At beginning and end of the year REFERBRARER 1,400,000,000 280,000
Issued and fully paid: BRITRHBRERA
At beginning and end of the year REFERBRALR 794,010,960 158,802
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31. SHARE-BASED PAYMENT TRANSACTIONS
The 2002 Scheme

The Company has a share option scheme (the “2002 Scheme”), which was
adopted by the Company at the extraordinary general meeting held on
25th January, 2002. The 2002 Scheme will expire on 24th January, 2012.
The primary purpose of the 2002 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 2002 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 2002 Scheme for the consideration of
HKS$1 for each lot of share options granted. The total number of shares in
respect of which options may be granted under the 2002 Scheme is not
permitted to exceed 10% of the shares of the Company in issue at the
date of approval of the 2002 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 2002 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 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:
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EEETAHMENEMENMSEM—EES
FR-BVEBE-ZZ_FHE8 ARAFNESEA
BR-ZZ-_FHEANKIBRTAAARRHHA
MEBARCEBARBENEZRESE (BFE2RK
UITES)BREUZBAAFRG  BRES
BRENKER BT RE-ST-FHEHR
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31. SHARE-BASED PAYMENT TRANSACTIONS

(continued)
The 2002 Scheme (continued)

(@) 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

(c) the nominal value of a share.

Under the 2002 Scheme, 22,400,000 options were granted on 17th
September, 2010. The closing price of the Company’s shares immediately
before the date of grant was HK$1.29. Details of the movements of those

options and other information of the grant are set out below.

The 2011 Scheme

On 20th January, 2011, the 2002 Scheme was early terminated and the
Company adopted a new share option scheme (the “2011 Scheme”)
pursuant to a resolution passed at the extraordinary general meeting
held on the same date. Further details are set out in the announcement

of the Company dated 10th December, 2010.

The terms and conditions of the 2011 Scheme are basically the same as
those of the 2002 Scheme except that the eligible participants of the
2011 Scheme include, among others, directors and full-time or part-time
employees whereas the eligible participants of the 2002 Scheme cover
only directors and full-time employees. In addition, these is no specific
period for accepting the share options granted and also no specific Hold-
up period, which are determined by the board of directors upon the

grant of share options as they think as appropriate.
The 2011 Scheme will expire on 20th January, 2021.
Under the 2011 Scheme, share options of 3,352,000 and 23,045,000 were
granted on 18th May, 2011 and 18th August, 2011, respectively. The

closing prices of the Company’s shares immediately before the dates of

grant were HK$1.80 and HK$1.21, respectively.
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31. SHARE-BASED PAYMENT TRANSACTIONS 3. MR B R ER A RR S (#)
(continued)
The following table discloses movements of the Company’s share options TREZBAQNTARBE-"ZSZET_FFER=-F
granted under the 2002 Scheme and the 2011 Scheme during the year. ——FFECBEEREREAZEEBR -
Outstanding
at
1st September,
2009,
31st August, Outstanding
2010 and Granted Forfeited at
Exercise 1st September, during during  31st August,
Scheme Date of grant price 2010 the year the year 2011
RZZBNE
hB-R-
—E-2%
NB=1+-H
R=2-%f RZB-—-F
NA-H NA=+-H
itE RHAH fTEE HATE  FRERE  FABEK EES
Category 1: Directors 2002 17th September, 2010 HK$1.29 - 11,200,000 - 11,200,000
218 EE “E2-F ZE2-BEARTLA 12987
2011 18th August, 2011 HK$1.21 = 9,600,000 = 9,600,000
2--§% ZE--%]BTNH 12187
- 20,800,000 - 20800000
Category 2: Employees 2002 17th September, 2010 HK$1.29 = 11,200,000 (4,600,000) 6,600,000
$28 E8 “2E-F ZE2-ZEABTLA 129% 7
2011 18th May, 2011 HK$1.91 - 3,352,000 - 3,352,000
8- ZE--ERAtNH 19187
2011 18th August, 2011 HKS$1.21 = 13,445,000 = 13,445,000
Z2--f ZE--£ABtNA 12187

= 27,997,000 (4,600,000) 23,397,000

Two categories - 48,797,000 (4,600,000) 44,197,000
VRS
Exercisable at the end of the year N/A -

REERTFTHE AER

119



FOUNTAIN SET (HOLDINGS) LIMITED  Annual Report 2011

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #F & A ¥R KMzt

For the year ended 31st August, 2011
BE—FE——FNA=F—HILFE

31.

SHARE-BASED PAYMENT TRANSACTIONS

(continued)

Share options granted on 17th September, 2010 under the 2002 Scheme

are exercisable during the period from 17th March, 2014 to 17th March,

2017 in three tranches, being

17th March, 2014 to 17th March, 2017 (up to 30.00% of the share

options granted are exercisable)

17th March, 2015 to 17th March, 2017 (up to 60.00% of the share

options granted are exercisable)

17th March, 2016 to 17th March, 2017 (all share options granted are

exercisable)

Share options granted on 18th May, 2011 under the 2011 Scheme are

exercisable during the period from 18th May, 2012 to 17th May, 2015 in

three tranches, being

120

18th May, 2012 to 17th May, 2015 (up to 32.52% of the share

options granted are exercisable)

18th May, 2013 to 17th May, 2015 (up to 65.04% of the share

options granted are exercisable)

18th May, 2014 to 17th May, 2015 (all share options granted are

exercisable)

31. MR RER 2N MR Z (&)
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—tF=ZA+tBHBED =ERRTUITE
L

—E-ME=A++tAE=FT-—+tH=A
Tt H (RZEER L BRZEZ30.00%7 F
71E)
—E-HAE=H+tRE=-ZT-—tH=H
TEH (RZEERLERZEZ60.00%7 F
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—E-XE=ZH+tAE=-ZT-—tH=A
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171E)
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31. SHARE-BASED PAYMENT TRANSACTIONS

(continued)
Share options granted on 18th August, 2011 under the 2011 Scheme are

exercisable by 2 batches as follows:

Batch 1: 15,900,000 share options are exercisable during the period from
19th August, 2012 to 18th August, 2017 in five tranches, being

19th August, 2012 to 18th August, 2017 (up to 20.00% of the share

options granted are exercisable)

19th August, 2013 to 18th August, 2017 (up to 40.00% of the share

options granted are exercisable)

19th August, 2014 to 18th August, 2017 (up to 60.00% of the share

options granted are exercisable)

19th August, 2015 to 18th August, 2017 (up to 80.00% of the share

options granted are exercisable)

19th August, 2016 to 18th August, 2017 (all share options granted

are exercisable)

Batch 2: 7,145,000 share options are exercisable during the period from

19th August, 2012 to 18th August, 2015 in three tranches, being

19th August, 2012 to 18th August, 2015 (up to 34.15% of the share

options granted are exercisable)

19th August, 2013 to 18th August, 2015 (up to 68.31% of the share

options granted are exercisable)

19th August, 2014 to 18th August, 2015 (all share options granted

are exercisable)

31. RO AER RS (8)

R-Z——F\B+NARAE-T——Fital
15 41 2 B B T 5 T T AT - MBI

% —#t 15,900,000 BRETR=-_ZE—Z-FN
B+hBZ=ZE—tHENA+ N \NBHBEL2EE
P ER T LA1TfE - BD

—E-—FNAtTNABE=Z—tENA
TNB (RZEE &K B R 220.00%0 F
17f£)
—E-=ZFENAtTNABE=Z—tENA
TN\H (HRZEE & L B R 240.00% 0 F
17£)
—E-NENATNABE=Z—tENA
TN\H (RZEE &K B R E260.00%0 F
17f£)
—E-EFENA+ABAE=ZT—tFNA
TN\H (RZEE &K B R & 280.00%H F
171E)
—E-RFENBTNABEZZE—LtFENA
TNANBFBEERE ZBRERFI76E)

FZHE 7145000 BEREATR =-ZF—Z_F N
A+hBEZZE-—FAFNA+N\BHE2 =@
P& ERF LA4T 5 - B

—E-—FN\A+AHE=Z—HFNA
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—E-NFENATABE=-ZE—HFNA
TNHFEEREZBRETFITE)
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31. SHARE-BASED PAYMENT TRANSACTIONS

(continued)

The fair values of the share options were determined using the Binomial

model:

HEVBHRRME

31. MR RER 2N MR Z (&)

Under the 2002 Scheme
RE-ZZ-F58

Share options

granted on

17th September, 2010

BRECATVEEDHRA-SEARAERE

Under the 2011 Scheme
BRE—ZFT——F58

Share options
granted on

18th May, 2011

Share options
granted on

18th August, 2011

R-ZB—ZF R-ZB——F R-ZB——F

hA++tH HHA+NHB NAB+NB

ERHERE ERHEBRE ERHBRE

Number of options BREZA 22,400,000 3,352,000 23,045,000

Grant date fair value REBHZAFER HK$15,812,000/8 7t  HK$2,718,000/ T HK$13,156,00058 JT

Grant date share price REHBHBZRE HK$1.2978 7T HK$1.8058 JT HK$1.2158 7T

Exercise price TEE HK$1.2978 7T HK$1.9178 7T HK$1.2178 7T

Suboptimal exercise factor REITEREZE 2 2 2

Contractual life EHNEH 6.5 yearsF 4 years 4-6 yearsF

Expected volatility sCEpd] 58.25% 66.97% 59.96%-66.16%

Dividend yield B’ E= 0% 0.58% 0.88%
Risk-free interest rate 2 3 b F = 1.59% 1.23%
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31. SHARE-BASED PAYMENT TRANSACTIONS

(continued)

Expected volatilities were determined by using historical volatilities of
the stock return of the Company over the previous 4 to 6.5 years. The
risk-free interest rates used in the model were determined based on the
yield of Hong Kong Sovereign Curve for the share options granted on
17th September, 2011 and the yield of Hong Kong Exchange Fund Note
for the share options granted on 18th May, 2011 and 18th August, 2011.

The Group recognised the total expense of HK$3,395,000 (2010: Nil) for
the current year in relation to share options granted by the Company.
Out of the amount, HK$1,783,000 (2010: Nil) is related to the directors of

the Company.

At the end of the reporting period, the Group revises its estimates of the
number of options that are expected to ultimately vest. The impact of
the revision of the original estimates, if any, is recognised in profit and
loss over the remaining vesting period, with a corresponding adjustment

to the share options reserve.

The Binomial model has been used to estimate the fair value of the
share options. The variables and assumptions used in computing the fair
value of the share options are based on the directors’ best estimate. The
value of an option varies with different variables of certain subjective

assumptions.
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32. RESERVES 32. f#fE
THE COMPANY
NG|
Capital Share
Share  redemption options Retained
premium reserve reserve profits Total
BX BRE
R E RE B e REEN #E
HK$'000 HK$'000 HK$'000 HK$'000 HKS000
FET FET FET FET FET
At 1st September, 2009 R=ZZZRENA-H 197,124 210 - 530,192 727,526
Profit and total comprehensive REERFRZENGERE
income for the year - - - 89,369 89,369
At 31st August, 2010 R-ZZ-ZEN\B=1-H 197,124 210 = 619,561 816,895
Profit and total comprehensive REERFRZENGERE
income for the year - - - 16,897 16,897
Equity-settled share-based payments LR A EURMAHER 25 - - 3,395 - 3,395
Dividend recognised as distribution EERDIKZBE - - - (7,940) (7,940)
At 31st August, 2011 R-E-——%NA=1+-H 197,124 210 3,395 628,518 829,247
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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 debts, which include the
borrowings disclosed in note 29, and equity attributable to owners of the

Company, comprising issued share capital and 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 associated with the share 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 debts or the redemption of existing debts.

34. FINANCIAL INSTRUMENTS

(a) Categories of financial instruments

FEEHEE(EE)FRELE -—z——=£4

HEMBRRMEE

33. EXEREE
AEEBEEEAZAN  EARRAEESE
BELUSHELSE ARNEBNEESREER>
BURETE SREZEAZTHREAER-
AEBMOREEBETE Ko

AEENERRBEEGER (BT EEWE29MH
RENEE) RAARERARGER (BEE
BITRARAEE) ©

RRABESREEEERVELARB - FR R
H—#Mo EEEZEEANRAERANE
HER REESNER A5EKEBRE
RE-BOHREBEROERBITHERNR
BOREERUFEHREBERERE -

3. T A
@) &BMTEMER

THE GROUP THE COMPANY
rEH b N
2011 2010 2011 2010
HK$°000 HK$’000 HK$’000 HK$'000
FET FET FExT FET
Financial assets EREE
Loans and receivables (including EXRREWRFIE (B
cash and cash equivalents) RekZERELER) 2,467,782 2,270,113 3,543,842 3,185,126
Derivative financial instruments fTESMIA 4,984 2,514 - 2,508
Financial liabilities = SR
Amortised cost i 8H A 3,056,424 3,650,470 2,494,808 2,200,696
Derivative financial instruments TTEESMIT A 45,691 55,162 45,583 54,389
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34. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and policies

The major financial instruments of the Group and the Company include
consideration receivable, trade and bills receivables, other receivables,
amounts due from/to subsidiaries, bank deposits, bank balances and
cash, derivative financial instruments, trade and bills payables, other
payables, amounts due to non-controlling shareholders, consideration
payable, bank borrowings and bank overdrafts. Details of these financial
instruments are disclosed in respective notes. The risks associated with
these financial instruments include market risk (currency risk and interest
rate risk), credit risk and liquidity risk. The policies on how to mitigate
these risks are set out below. Management manages and monitors these
exposures to ensure appropriate measures are implemented on a timely

and effective manner.

Market risk
(i)  Currency risk
Certain entities in the Group have foreign currency transactions, which

expose the Group to foreign currency risk.

The Group manages and monitors foreign exchange exposures to
ensure appropriate measures are implemented on a timely and effective
manner. The Group has entered into foreign currency forward contracts

to mitigate the risk.

At the end of the reporting period, the carrying amounts of foreign
currency denominated monetary assets and monetary liabilities and
derivative financial instruments of the Group and the Company that are

considered significant by the management are as follows:
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34. FINANCIAL INSTRUMENTS (continued)

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

34 €@ TR (&)
(b) MEEAREEEERKE (&)

Market risk (continued) 5 Ak ()
(i)  Currency risk (continued) (i) E#ERg(E)
Monetary assets and liabilities: EREREREE:
THE GROUP
rEE
Assets Liabilities
BE 8f&
2011 2010 2011 2010
HK$’000 HK$’000 HK$’000 HK$’000
FET FET FET FET
usD ET 668,163 788,056 550,990 548,935
RMB AR® 717,179 506,610 442,381 492,038
CAD i 12,730 5,232 - -
LKR ELt 5,017 3,293 10,035 11,581
HK$ BT 4,216 16,386 14,873 14,740
GBP BEEE 3,313 3,135 - =
THE COMPANY
ARHE
Assets Liabilities
EE a&
2011 2010 2011 2010
HK$’000 HK$’000 HK$’000 HK$’000
FET FET FEx FET
usD =T 15,599 12,845 - -
RMB AR 61 = - =
CAD o 4,522 10 - =
GBP HEE 3,240 3,067 - =

127



FOUNTAIN SET (HOLDINGS) LIMITED

Annual Report 2011

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R & A ¥R Rt st

For the year ended 31st August, 2011
BE—F——FNA=F—HILFE

34. FINANCIAL INSTRUMENTS (continued) 34. €@ T B (&)
(b) Financial risk management objectives and policies (continued) (b) MEEREREBZERBEE (&)
Market risk (continued) ™5 E kg (4)
(i) Currency risk (continued) (i) E#Egk(E)
Derivative financial instruments: FTEERIA:
THE GROUP THE COMPANY
AEE A H
2011 2010 2011 2010
HK$’000 HKS'000 HK$’000 HKS000
FHETT FET FETT FETT
Derivative financial assets THEeREE
Foreign currency forward BEHEAREBREA
contracts to sell RMB ETNEPINESHD
and buy USD - 2,508 - 2,508
Foreign currency forward EAARBRER
contracts to buy RMB ETHEBINEEN
and sell USD 4,984 6 - =
4,984 2,514 - 2,508
Derivative financial liabilities fTESMas
Foreign currency forward EAANRBREDR
contracts to buy RMB ETHERIEELN
and sell USD - 773 - =
Foreign currency forward BEHARBREA
contracts to sell RMB ETHEBMESD
and buy USD 108 - - -
108 773 - =
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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

The Group is mainly exposed to the risk of fluctuation of USD, RMB, CAD,
LKR, GBP and HKS$ when such currencies are different from the relevant

group entities.

The following tables detail the sensitivity of the Group to a 5% increase
and decrease in the above foreign currencies against the functional
currency of the corresponding group entity, except for HK$ against
USD since HKS is pegged to USD. 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 derivative financial instruments at the year end for a 5%
change in foreign currency rates. On this basis, there will be an increase
(a decrease) in pre-tax profit for the year where USD, RMB, CAD, LKR and
GBP strengthen against the functional currency of the corresponding

group entity by 5%, and vice versa.
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34. FINANCIAL INSTRUMENTS (continued)

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

34. €A T B ()
(b) HMERRSEBERKE(H)

Market risk (continued) ™5 Rk ()
(i)  Currency risk (continued) (i) E¥Ebg (&)
Sensitivity analysis (continued) BRE D (&)
Monetary assets and liabilities: E¥EERARE:
THE GROUP THE COMPANY
rEE NN
2011 2010 2011 2010
HK$’000 HKS'000 HK$’000 HKS'000
FET FET FET FET
Increase (decrease) in = FEEB A EFE M
pre-tax profit for the year O )
USD against RMB ETHARYE 415 334 - =
USD against CAD ExRMmT 1,471 1,087 - =
RMB against HK$ ARBHBT 13,740 729 3 =
CAD against USD i ER 321 236 - =
CAD against HK$ BT 315 25 226 1
LKR against USD ELLRERT (251) (414) - =
GBP against HK$ HEHB T 166 157 162 153
16,177 2,154 391 154
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34. FINANCIAL INSTRUMENTS (continued) 34. EF T B (&)
(b) Financial risk management objectives and policies (continued) (b) BIBEKREEEEREE (&)
Market risk (continued) ™ % Bk ()
(i)  Currency risk (continued) (i) EBEE(E)
Sensitivity analysis (continued) HRE D (E)
Derivative financial instruments: PTES®IA:
THE GROUP THE COMPANY
rEE AN
2011 2010 2011 2010
HKs’000 HK$'000 HK$’000 HK$'000
FET FHET FET FET
Foreign currency forward BEHARBREA
contracts to sell RMB ERTNERBIESH
and buy USD 389 7,792 - 7,792
Foreign currency forward BEAANRBRE
contracts to buy RMB ETHRINESH
and sell USD (23,862) (7,795) - -
(ii) Interest rate risk (i) FE g
The Group and the Company are mainly exposed to cash flow interest REBERAATNBEESREFNRE I ETEEHT
rate risk primarily in relation to variable-rate bank balances and BRTEEREEESHE AEBNBEXRESER
borrowings. It is the Group’s policy to keep its bank borrowings at HEETEENEHMNZRUBEAFLEERNERE
floating rate of interests so as to minimise the fair value interest rate e REBMNRERENZEREEEFRSE
risk. The Group’s cash flow interest rate risk is mainly concentrated on BIRITRERE RIS BAERLE T E
the fluctuation of HIBOR arising from the Group’s Hong Kong dollar MEE -AREKER KREBFITE TAXRE
denominated borrowings. In order to minimise the risk, the Group H ) UG R ERTEESNFRE FIETIRD LD o

entered into certain interest rate swaps to partially hedge against its

exposure to variable-rate bank borrowings.
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34. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and policies (continued)
Market risk (continued)

(ii) Interest rate risk (continued)

Sensitivity analysis

The sensitivity analysis below has been determined based on the
exposure to interest rates for both non-derivative (included variable-
rate borrowings only as the directors consider the exposure on bank
balances is not significant) and derivative instruments at 31st August,
2010 and 2011. The analysis is prepared assuming the amount of liability
outstanding at the end of the reporting period was outstanding for
the whole year. A 50 (2010: 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 bank borrowings, if interest rate had been 50 basis
points higher/lower and all other variables were held constant, the
Group’s and the Company’s pre-tax profit for the year would decrease/
increase by HK$8,949,000 and HK$7,318,000 (2010: HK$10,100,000 and
HK$7,661,000), respectively.

For derivative financial instruments, if HIBOR had been 50 basis points
higher and all other variables were held constant, the Group’s and
the Company’s pre-tax profit for the year would increase by the same

amount of HK$8,192,000 (2010: HK$13,216,000), and vice versa.
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34. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and policies (continued)
Credit risk

As at 31st August, 2011, 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 statements of financial position; and

. the amount of contingent liabilities in relation to financial

guarantees issued by the Company as disclosed in note 37.

In order to manage the credit risk, management 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 credit quality and repayment history. In
addition, the Group regularly reviews the recoverable amount of debt on
both collective and individual basis to ensure that adequate impairment
losses are made for irrecoverable amounts. During the year, a net
impairment loss of HK$8,245,000 in respect of the trade receivables was
reversed by the Group whereas a net impairment loss of HK$24,870,000
was recognised for the year ended 31st August, 2010. Furthermore, the
Company only provides 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 are 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.
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34. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and policies (continued)
Credit risk (continued)

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

spread over a number of counterparties.

Liquidity risk

In the management of the liquidity risk, the Group and the Company
monitor and maintain a level of cash and cash equivalents deemed
adequate by the 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 relies on bank
borrowings as a significant source of liquidity. As at 31st August, 2011,
the available unutilised banking facilities of the Group and the Company
are approximately HK$2,315 million and HK$113 million (2010: HK$1,932

million and HK$713 million), respectively.

The following tables detail the Group’s and the Company’s remaining
contractual maturity for their non-derivative financial liabilities and
derivatives financial liabilities (including foreign currency forward
contracts and interest rate swaps contracts) based on the agreed
repayment terms. For non-derivative financial liabilities, the tables have
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 tables include both interest and
principal cash flows. To the extent that interest flows are floating rate,
the undiscounted amount is derived from interest rate at the end of the

reporting period.
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For the year ended 31st August, 2011
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34. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and policies (continued)
Liquidity risk (continued)

For derivative instruments settled 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

EEE¥(RE)ARSS

34, £F T A (&)

(b) BIBEMREEBERBE(E)

REE SRR (H)

HEMBRRME

—B——EFH

FHAEENTETR  UABBRREREFE
ZETETIAWREL
Bt ORA) BEHIINT X -

25 MEUNBELEH

the tables.
THE GROUP REH
Weighted Carrying
average Less than Total amount at
effective 1 month or 3 months undiscounted  31st August,
interestrate  ondemand  1-3 months to1year  Over1year cash flows 2011
R=B--%
mELY  HR-EA =f8A *EBRE NE=t1-H
BRAE RFEER -Z=fERA E-fF BB-F RELE WEEE
% HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000
TET TET TEr TE TE FET
2011 “B--F
Non-derivative financial liabilities ~ {74 ¢@ERE
Trade, bills and other payables BE ZERHMEARE - 398,864 252,123 102,450 - 753,437 753,437
Amounts due to non-controlling REERBRRFE
shareholders - 80,100 - - - 80,100 80,100
Consideration payable ERRE 3.70 23,573 - - - 23,573 23,501
Bank borrowings RITRE
- fixed rate -E8 3.76 71,765 201,961 141,785 - 415,511 409,518
- variable rate -%8 234 104,938 288,859 675,270 780,356 1,849,423 1,789,868
679,240 742,943 919,505 780,356 3,122,044 3,056,424
Derivatives - net settlement fETA-NFREE
Interest rate swaps ikt 0.02 - 5,606 18,339 21,650 45,595 45,583
Foreign currency forward contracts ~ EHISNEARHY - - - 108 - 108 108
- 5,606 18,447 21,650 45,703 45,691
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34. FINANCIAL INSTRUMENTS (continued)

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

34. R T B ()
(b) HMERRSEBERKE(H)

Liquidity risk (continued) mEE SRR (&)
THE GROUP K&

Weighted Carrying
average Less than Total amount at
effective 1 month or 3 months undiscounted  31st August,

interest rate on demand 1-3 months to 1 year Over 1 year cash flows 2010
RZB-%f
mE¥sy  SR-fEA =f8A AERRE NA=t-H

BUF= FEEX -Z=f8A E-F BB-F nELE WEREE

% HKS$'000 HKS$'000 HK$'000 HKS$'000 HKS$'000 HK$'000
FEx FiEx FiEx FiEx FiEx TiEx
2010 “B-8%
Non-derivative financial liabilities ~ ¥4 ¢HEE
Trade, bills and other payables g% ZER
At EATE - 448,131 308,232 196,057 252 952,672 952,672
Amounts due to non-controlling REERRRFE
shareholders - 80,100 - - - 80,100 80,100
Consideration payable ERRE 3.70 - 35,630 23,501 - 59,131 58,446
Bank borrowings RITEE
- fixed rate -E8 3.72 2,632 254,926 288,650 = 546,208 539,335
- variable rate -58 1.87 268,220 611,661 209,352 969,556 2,058,789 2,016,531
Bank overdrafts BITEX 681 3405 - - - 3405 3,386
802,488 1,210,449 717,560 969,308 3,700,305 3,650470
Derivatives - net settlement fTETR-NFEAE
Interest rate swaps FlZ=EH 0.07 = 5718 12,159 36,550 54427 54,389
Derivatives - gross settlement fIETIA-NAREE
Foreign currency forward contracts ~ EEISMNEAR K
- outflow ~hd = 23,344 62,250 54,469 - 140,063 N/A
- inflow -RA = (23,307) (61,927) (54,056) - (139,290) N/A
37 323 413 - 73 73
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34. FINANCIAL INSTRUMENTS (continued) 34. €@ T A ()
(b) Financial risk management objectives and policies (continued) (b) BBEKBEEAEREKE (&)
Liquidity risk (continued) TENE SRR (&)
THE COMPANY NN
Weighted Carrying
average Less than Total amount at
effective 1 month or 3 months undiscounted  31st August,
interestrate  ondemand  1-3 months to1year  Over1year cash flows 2011
RZE--F
mE¥y  SR-EA =f8R AERREE NB=1-H
RAFZ AEERX  -ZE=f8A E-f BA-F RERE HRE[E
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEn TET TET TET TET TEr
2011 “E—-F
Non-derivative financial liabilities T4 ¢ HAE
Other payables HinEM0E - 16 - - - 16 16
Amounts due to subsidiaries RHBRFRE - 1,031,238 - - - 1,031,238 1,031,238
Bank borrowings - variable rate RITEE-FE 2,08 100,057 174,842 517,661 724,120 1,516,680 1,463,554
Financial guarantee contracts BHEREH - 3,145341 - - - 3,145341 -
4,276,652 174,842 517,661 724,120 5,693,275 2,494,808
Derivatives - net settlement fTETA-NRRLE
Interest rate swaps ikt 0.02 - 5,606 18,339 21,650 45,595 45,583
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34. FINANCIAL INSTRUMENTS (continued)

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

34. €A T B ()
(b) HMERRSEBERKE(H)

Liquidity risk (continued) mEE SRR (&)
THE COMPANY AN
Weighted Carrying
average Less than Total amount at
effective 1 month or 3 months undiscounted  31st August,
interestrate ~ on demand 1-3 months to 1 year Over 1 year cash flows 2010
R-2-%%
mEwy  SR-EA =faA AERRE NB=t-H
BHA= FEERX -Z=fEA E-fF BB-F REAE WEREE
% HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HK$'000
TET TET TET TET Tér TEn
2010 —B-8%
Non-derivative financial liabilities ~ ¥4 ¢BERE
Amounts due to subsidiaries RHBARHE - 668,485 - - - 668,485 668,485
Bank borrowings - variable rate RITEE-FE 160 212,052 427,495 37,544 886,698 1,563,789 1,532,211
Financial guarantee contracts HHREREHR - 2,561,344 - = = 2,561,344 =
3,441,881 427,495 37,544 886,098 4,793,618 2,200,696
Derivatives - net settlement fIETA-NFHEE
Interest rate swaps Filkst: 0.07 = 5718 12,159 36,550 54427 54,389

The amounts included above for financial guarantee contracts are the
maximum amounts the Company could be required to settle under the
arrangement for the full guaranteed amount if that amount is claimed by
the counterparty to the guarantee. Based on expectations at the end of
the reporting period, the Company considers that it is more likely than
not that no amount will be payable under the arrangement. However,
this estimate is subject to change depending on the probability of the
counterparty claiming under the guarantee which is a function of the
likelihood that the financial receivables held by the counterparty which

are guaranteed suffer credit losses.
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34. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and policies (continued)
Liquidity risk (continued)

The amounts included above for variable interest rate instruments
for non-derivative financial liabilities is subject to change if changes
in variable interest rates differ to those estimates of interest rates

determined at the end of the reporting period.

(c) 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 institutions.

the fair value of other financial assets and financial liabilities are
determined in accordance with generally accepted pricing models

based on discounted cash flow analysis.

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

financial position approximate their fair values.

Fair value measurement recognised in the statements of financial
position

Financial instruments that are measured subsequent to initial recognition
at fair value and grouped into Level 1 to 3 based on the degree to which

the fair value is observable.

Level 1 fair value measurements are those derived from quoted
prices (unadjusted) on active market for identical assets or

liabilities.
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34. FINANCIAL INSTRUMENTS (continued)

(c) Fair value (continued)

Fair value measurement recognised in the statements of financial

position (continued)

. Level 2 fair value measurements are those derived from inputs other
than quoted prices included within Level 1 that are observable for
the asset or liability, either directly (i.e. as prices) or indirectly (i.e.

derived from prices).
Level 3 fair value measurements are those derived from valuation
techniques that include inputs for the asset or liability that are not

based on observable market data (unobservable inputs).

At the end of the reporting period, all of the Group’s and the Company’s

derivative financial instruments are grouped into Level 2 category.

There were no transfers between the three Levels during the year.

35. CAPITAL COMMITMENTS

34. €A T B ()
(0 ATEEGE
REERREER > AFEETE (R

- BIERRATEESEDRE-AMEEZ

HBEN BEEREBETEE (NER) R
B (BERITE)BEZBABESS -

. BZRATEEFEDNUERFALIER
BUBEmSHE2EERRB2HAH
B(ELBEEQARE) 2HERESE -

RBEEHRL  AEERAQRAFBETEEHT
BERERE-REH -

F A IR = B AR B 2 B E a5 -

35. EAREKIE

THE GROUP
rEE
2011 2010
HK$’000 HKS’000
FET FHET
Capital expenditure contracted for but not EENERGEEMBERRE
provided in the consolidated financial REELBEZ2ERREX
statements in respect of:
- acquisition of property, plant and equipment - BEYE - HERRE 7,432 34,777
- additions to intangible assets -HNEBRFEE 1,386 =
8,818 34,777
Capital expenditure in respect of the acquisition MERBEYE  HBERZEN
of property, plant and equipment authorised EMEEREINEREX
but not contracted for 7,540 29,612

The Company had no significant capital commitments at the end of the

reporting period.
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For the year ended 31st August, 2011
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36. OPERATING LEASES

36. ¥ EHE

B 355§

&t

The Group as lessee AEBEEREEA
THE GROUP
rEE
2011 2010
HK$’000 HK$'000
FET FET
Minimum lease payments paid under operating EEEREEREMXAMN
leases during the year: REHEEX S
Land and buildings T RETF 52,745 46,639
Plant and machinery & 55 146 28 10,996 13,389
63,741 60,028

At the end of the reporting period, the Group had commitments for

future minimum lease payments under non-cancellable operating leases

which fall due as follows:

REESHL  AEERTATBHEEREN K
REEASEZHAERTIZHE XM :

THE GROUP
KEH
2011 2010

Land and Plant and Land and Plant and

buildings  machinery buildings machinery

T REF BEHZRE LTHRETF B

HK$’000 HK$’000 HK$’000 HK$’000

FHET FHET FET FET

Within one year —FR 54,756 6,360 48,083 7,754
In the second to fifth yearinclusive F_FZEHFR

(BEEMFREERN) 134,605 22,419 112,299 21,861

Over five years AEUE 74,340 5,494 46,147 10,459

263,701 34,273 206,529 40,074

141



FOUNTAIN SET (HOLDINGS) LIMITED  Annual Report 2011

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R & A ¥R Rt st

For the year ended 31st August, 2011
BE—F——FNA=F—HILFE

36. OPERATING LEASES (continued)

The Group as lessee (continued)

Operating lease payments represent rentals payable by the Group for
certain of its office premises, factories, and plant and machinery. Leases
are negotiated for terms ranging from one to twenty five years for land
and buildings and from two 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 ended 31st August, 2010 was HK$2,849,000 (2011: Nil).
The related outgoings amounted to HK$259,000 (2011: Nil).

The Group had no operating lease arrangements at the end of the

reporting period.

The Company had no significant operating lease commitments or

arrangements at the end of the reporting period.

37. CONTINGENT LIABILITIES
THE COMPANY

The Company has given limited guarantees to various banks to secure
general banking and loan facilities granted to certain subsidiaries to the
extent of HK$3,145,341,000 (2010: HK$2,561,344,000). As at 31st August,
2011, the aggregate amounts utilised by these subsidiaries amounted to

HK$1,006,838,000 (2010: HK$1,375,631,000).
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HH £259,0008 T (= ——F 1 #&) o

RBERL  AEEUBELEHERY -

b2

VEREMA  ARRAAUEEANEERERE
H o

37. ARERE

AAFE

ARAREMZEBRTHETERVINERES

3,145,341,000/8 7t (=& — Z 1 2,561,344,000

B FAZSERITHATETHEARD—RE
HRERNVER R=F——FNA=+—8

ZEHEB LN TCE A5 51,006,838,000/ T

—Z 4 :1,375,631,000/ 7T) °
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BE—FE——FNA=F—HILFE

38. DISPOSAL OF SUBSIDIARIES

During the current year, the Group deregistered its 80% owned
subsidiary, Fountain Set Textiles (B.C.) Limited (“Fountain Set Textiles
(B.C.)"), and disposed of its entire 100% interests in wholly-owned
subsidiaries, namely Futian Properties Limited (“Futian Properties” and
formerly known as Fountain Set Properties Limited), Futian Development
Limited (“Futian Development” and formerly known as Fountain Set
Development Limited), Intracord Company Limited (“Intracord”) and &
BATEZABERA T (EREEZE") to certain independent third parties.
During the year ended 31st August, 2010, the Group deregistered its
wholly-owned subsidiary, Z2E M EE4# 8GR A 7).

The net assets of these disposed subsidiaries at the respective dates of

FEEHEE(EE )FRELE -—z——=£45

HEMBRRMEE

38. LEWE QA

REFE AEBEEBCETMEEE % ZHEAD
FFountain Set Textiles (B.C.) Limited ([ Fountain
Set Textiles B.C)) R HEH L2 EMBE A REH
WEEGRAR ((BHE]  EXEBEZER)
EHERERAR((EHER]  HRXERBEE
22) ~ Intracord Company Limited ([ Intracord ]) &
HMEMEEHBERAR ((HEEE] 220
B T2EBLE=A BE-_Z—ZF)\A
=S+t—HBLEFE AEECEEIMAEZEKH
BAAIZEEMEEHBAERAAF -

ZECHEZHBARANRSEHERRZEE

disposal were as follows: FESHIWOT
Intracord
and
Futian Futian  HBEX 2011 2010
Fountain Set  Properties Development Intracord X Total Total
Textiles (B.C) HHME THEE HBEF A&t &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FE FE FE FE FE FET
Cash consideration received and BERRERERLER
cash inflow arising on disposal EEZBERA - 32,221 13,809 570 46,600 =
Analysis of assets and liabilities over EXEEERER
which control was lost: BHEz
Property, plant and equipment M HER%E = 27,427 = 201 27,628 =
Prepaid lease payments BAHERE - 1,006 2,641 = 3,647 =
Trade and other receivables EEREMEKE - - - 2,227 2,227 =
Trade and other payables EERHMENRE - - (141) (1,807) (1,948) =
- 28,433 2,500 621 31,554 -
Gain (loss) on disposal of HEHBARZ
subsidiaries: s (B8E)
Consideration received WA E - 32,221 13,809 570 46,600 -
Net assets disposed of FHEZEEFRE - (28,433) (2,500) (621) (31,554) -
Translation reserve released BEELRE 5,782 - - (616) 5,166 766
Gain (loss) on disposal HEWE (B#E) 5,782 3,788 11,309 (667) 20,212 766

The above disposed subsidiaries had no significant impact on the Group’s

results and cash flows in the current and prior periods.

LA & 2 BB L R I 3 AR & [ A H
RBEHEckERRERBEREALE -

E
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39. 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 profit or
loss 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.

During both years, there was no significant forfeited contribution, 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$415,000 (2010: HK$324,000), amounting to
HK$36,724,000 (2010: HK$27,748,000) have been charged to profit or
loss for the year and included in employee benefits expense as set out in

note 8.
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AEBEREBLERASDEAIMRY —EE
BB (BERATE)) RBEBIEA
B ERART —ERHIEARS B (R
HMEHB ) FHEAERNAEEEBES -
EMESHNEEDREEABIRERERE -
TE 48 3 O 91 B 6938 48 48 I AR AN T3 A5 £ B4R 45 5t
BIB% B2 bb R 3 E AV R EK

REBHMERHENEERESEZA A
& BT & E B SR KR A ET 8 3 E ARG
- AEHEARRBEFHNE TEOLLHKRT
ZEFEERBEANES AEBEHZEFTEN
H-SERERAEEHMER -

WA F E - BB SR HR KRR G BIMR W
MRAEFEKR - WRIBI A BEMNRRRFEE
HY BB A 4K o

ERAFEEBRZAMBRNRKERG S #
R & FEB36,724,0008 T (ZE—FF .
27,748,000 jT) » B H 2 ME R W8 H R
415,000 T (ZFE—FF 3240008 T) * X E
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For the year ended 31st August, 2011
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40. RELATED AND CONNECTED PARTIES

DISCLOSURES
(a) Related party balances

Details of the Group's outstanding balances with related parties are set

out in the consolidated statement of financial position and in note 25.

Details of the Company’s outstanding balances with related parties are

set out in the statement of financial position and in note 15.

(b) Connected party transactions

40. EEARBEALHEE

(a) MEBALHEE
AEBEFEATNESREBRINGESHHK
AR R K M EE25A ©

AATEEBEATHESREBERIRBBRR
R MEE15R o

(b) BEALRS

Name of connected party Nature of transactions

BEALERE XHEME 2011
HKs’000

FETT

The FM Group (note i) Sale of fabrics, yarns and similar items 84,114

FMEE R (f77Li) EENR - OREVUER

The AH Group (note ii) Sale of fabrics, yarns and similar items 80,959

AHER & (B 2Eii) EEHR PREUER

The LFK Group (note iii) Sale of fabrics, yarns and similar items 75,650

LFKEE B (Hfaiii) EERR HRECUER

Factory Co (note iv) Provision of fabrics knitting services by Factory Co 25,860

BN\ (M ativ) B A B A& 0 T AR 7%

145



FOUNTAIN SET (HOLDINGS) LIMITED

Annual Report 2011

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For th

e year ended 31st August, 2011

E=F—— /A= —ALEE

5

40.

(b)

Notes:

(i)

(i)
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RELATED AND CONNECTED PARTIES
DISCLOSURES (continued)

Connected party transactions (continued)

On 10th December, 2010, the Company and Mr. Feroz Omar (“Mr. Feroz")
entered into a master agreement (the “FM Master Sales Agreement”)
regarding the sales of fabrics, yarns and similar items by the Group to the
FM Group. Mr. Feroz is a director of a non-wholly owned subsidiary of the
Company, and accordingly a connected person of the Company under
the Listing Rules. The FM Group includes companies which Mr. Feroz or/
and his relatives who are persons referred to in Rules 14A.11(4)(b)(i) and
14A.11(4)(c)(i) of the Listing Rules individually or together exercise or control
the exercise of more than half of the voting power at general meetings or
control the composition of a majority of the board of directors and hence
the FM Group are associates of Mr. Feroz. The transactions under the FM
Master Sales Agreement constitute continuing connected transactions of the

Company under the Listing Rules.

The FM Master Sales Agreement is for a term commencing from 20th

January, 2011 to 31st August, 2013.

The extent of these connected transactions did not exceed the annual cap
of HK$88,000,000 for the year ended 31st August, 2011 as set out in an

announcement of the Company dated 10th December, 2010.

On 10th December, 2010, the Company and Mr. Anil Kumar Lalchand
Hirdaramani (“Mr. Hirdaramani”) entered into a master agreement (the “AH
Master Sales Agreement”) regarding the sales of fabrics, yarns and similar
items by the Group to the AH Group. Mr. Hirdaramani is a director of a non-
wholly owned subsidiary of the Company, and accordingly a connected
person of the Company under the Listing Rules. The AH Group includes
companies which Mr. Hirdaramani or/and his relatives who are persons
referred to in Rules 14A.11(4)(b)(i) and 14A.11(4)(c)(i) of the Listing Rule
individually or together exercise or control the exercise of more than half
of the voting power at general meetings or control the composition of a
majority of the board of directors and hence the AH Group are associates
of Mr. Hirdaramani. The transactions under the AH Master Sales Agreement
constitute continuing connected transactions of the Company under the

Listing Rules.

HEVBHRRME

40. HERBEALHNEE (&)

(b)

(i)

(ii)

BEALRS (&)

R-Z—ZF+-A+H &2 FEFeroz Omar
%k ([FerozE £ ) AEBROFMEBE HE R
AW REVUERTLAHR ((FMEHEEH
#F) cFerozE ERAEE-—BIEZEMBE QA
REEZ RBELTRA BRAXQXA Z2BEEA
T oFMEBZ R E A A B IEHFerozst £, &
H R iR B 5E14A.11(4)(b) ()& & 5814A.11(4)(c)
(MR MBI EZERRNRRAS LEH
b H B AT E R EE BT B H A L RIR
B REHZEAANESERBIRENA
7 BUFME B BFerozi £ 2 BB A + < IRIE
EmRE IMESHEBBEZRXZBRARAZ

FMBHERBRAPRE-FE——F—-A=+H
BEZZE-—=HFN\A=+—Hik-

ZEHERZUBBBAATNBHA=-T—F
F+_ATHZAGHRBBEE_ZT——FN\A
=+—HILLFEZFE L R88,000,000/E T °

RZZE—ZF+=HF+ B &AF Al Kumar
Lalchand Hirdaramanist % ([ Hirdaramani%t 4 |)
RAEB@AHEBHER R - O REBLERFT
B ([TAHBEE R D © Hirdaramanift &
AERQA—BEH2EWBARZES  BRIELT
RE BWAKABDZBEEAL AHEEZRE
A T B HE AHirdaramaniE £ 8,/ RHER EH R
B 5514A.11(4) (0) ()5 B2 55 14A.11(4) () (i) Fr it 2
FEAEZEAARRAE LEBIHR LR U
TRRERITEBFE EHRAE - EFZ
ZNRESTFABIAENAE  BEHAHEE
FHirdaramanife £ Z BB A £ © RIE TR A
AHBSHERG B 2 R BHAD R ZISERERS -



FEEHEE(EE )FRELE -—z——=£45

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &5 & B4 7% 4B S Bt 5%

For the year ended 31st August, 2011
BE—FE——FNA=F—HILFE

40. RELATED AND CONNECTED PARTIES 40. HEARBEE A THWIEE (&)
DISCLOSURES (continued)

(b) Connected party transactions (continued) (b) BEALRS (E)

Notes: (continued) et o (A&

(ii) (continued) (ii) (48)
The AH Master Sales Agreement is for a term commencing from 20th AHEHEH ZRMRE-—F——F—-A=1H
January, 2011 to 31st August, 2013. HBE-E—=FENA=+—HI-
The extent of these connected transactions did not exceed the annual cap ZERBERSUEBBALATIRR - —F
of HK$100,000,000 for the year ended 31st August, 2011 as set out in an F+ZBt+HEZAMHABABE=Z——5N\A
announcement of the Company dated 10th December, 2010. =t+—HIEFEZFE EFR100,000,000% 5T

(i)  On 10th December, 2010, the Company and LFK (Holdings) Limited (“LFK") (i) R=ZZF2—-—ZFF+=HF+H &X2AFHELFK
entered into a master agreement (the “LFK Master Sales Agreement”) (Holdings) Limited ([ LFKJ) 3 2~ 5 [ ] LFK &= B A
regarding the sale of fabrics, yarns and similar items by the Group to SAF (BILFKREMEAR) HERN - O RE
members of the LFK Group (i.e. LFK and its subsidiaries). As the relatives BERT A% E (LFKEEEHRED - HRA
who are persons referred to in Rule 14A.11(4)(c)(i) of the Listing Rules of a NAEZERZEER EHHRBE14A11(4)(0)0)
director of the Company, Mr. HA Kam On, Victor, together exercise or control ATt 2 3B A FELFKIR R A& L E #1475k
the exercise of more than half of the voting power at general meetings BHATERF ML ERRRE  RIEFILFKES
or control the composition of a majority of the board of directors of LFK, BABHRENDT  FIEREEHHRE - LFK
members of the LFK Group are associates of that director of the Company KEZRENARZEESTZHEAL - HLR
under the Listing Rules and the transactions under the LFK Master Sales BLETRA LFKAHEHBZRXZBRARQF
Agreement constitute continuing connected transactions of the Company ZHERERS °

under the Listing Rules.

The LFK Master Sales Agreement is for a term commencing from 20th LFKRSHEHZAMRE—F——F—-A=-1H
January, 2011 to 31st August, 2013. BEZE—=FNHA=1+—Hl-

The extent of these connected transactions did not exceed the annual cap ZERBER U EEBALATEIRR-F—F
of HK$165,000,000 for the year ended 31st August, 2011 as set out in an Ft+ZRBT+HZAMHAEBE=-ZE——FN\A
announcement of the Company dated 10th December, 2010. =t —HIEFEZFE ER165000,0005% 5T
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40. RELATED AND CONNECTED PARTIES 40. HEAKR BBEA T HIKE (&)
DISCLOSURES (continued)

(b) Connected party transactions (continued) (b) BEATRS (E)

Notes: (continued) e (48)

(iv)  On 10th December, 2010, the Company and ;L2 EEREH8 AR A A (“Factory (ivy R=ZE—ZFF+-A+H AAFETEERS
Co") entered into a master agreement (the “Master Services Agreement”) HBERLAE (BEAA]) BEMAT B AER
regarding the provision of fabrics knitting services by Factory Co to the RSN TARASET M B R ([ AR IHE ) -
Group. As Factory Co is owned as to 51% by the brother of a director of HREBMARHAEERETHEATRZ—BE
certain subsidiaries in the Group, it is an associate of that director under BEZHREASIRRE RILREBELETRA &
the Listing Rules. The transactions under the Master Services Agreement BMABAZBESCHEAL - RIELHHRA -
constitute continuing connected transactions of the Company under the BREDECRZIBEARRAZEEBERS °
Listing Rules.

The Master Services Agreement is for a term commencing from 20th January, ARBHERMRBE T ——F-—A=-F+HE
2011 to 31st August, 2013. E-F-=F/A\A=t+—HL-

The extent of these connected transactions did not exceed the annual cap ZERERZURBRBALAAHR-F-F
of HK$39,000,000 for the year ended 31st August, 2011 as set out in an F+t-RtHEZOMABBE—ST——F\A
announcement of the Company dated 10th December, 2010. =+ —HLEFEZFELFR39,0000008 7T

() FEEBEABNHME
FEEESRAMIEEEASHNFHOT ¢

(c) Compensation of key management personnel
The remuneration of directors and other members of key management

during the year was as follows:

THE GROUP
rEE
2011 2010
HK$’000 HKS'000
FET FET
Short-term benefits 5 HAAE Al 28,731 27,513
Post-employment benefits BEEL 2 TR A 920 921
Equity-settled share-based payments UREREEURGBER 2 I 2,840 =
32,491 28,434
The remunerations of directors and key management are decided by the EERFEEBAECHEHEZTEZRAEAD
board of directors and reviewed by the Remuneration Committee, having A E BB FARERAULLBRTISE&GTE
regard to the Company’s operating results, individual performance and FTHMEE THHENZESEM -

comparable market statistics.
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SHAREHOLDER INFORMATION Bz SR & ¥l

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 ¢ HKS$0.20
Shares Issued : 794,010,960

Financial Calendar 2011/2012

Financial year ended 31st August, 2011
Full year results announced 25th November, 2011
Register of members closed 9th-12th and

18th-19th January, 2012
Annual general meeting 12th January, 2012
Dispatch of dividend warrants 2nd February, 2012

2012 Interim results to be announced  Late April 2012

Closure of the Register of Members

The register of members of the Company will be closed from Monday,
9th January, 2012 to Thursday, 12th January, 2012 and Wednesday, 18th
January, 2012 to Thursday, 19th January, 2012, 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

Assitant General Manager — Corporate Affairs

Block A, 6/F, Eastern Sea Industrial Building

29-39 Kwai Cheong Road, Kwai Chung, New Territories, Hong Kong
Tel +852 3478 7017

Email pr@fshl.com
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Global Network | BBk 4845

FOUNTAIN SET (HOLDINGS) LIMITED
TREHEX (RE)BRAF]

Block A,6/F, Eastern Sea Industrial Building,
29-39 Kwai Cheong Road, Kwai Chung,
New Territories, Hong Kong

BN IZEREEIE29-395%
RBIRREAE6FZ

Tel E5E +852 2485 1881

Green Medal

Fountain Set has overseas marketing/representative offices in the following locations. Addresses, phone numbers and fax numbers
are listed at www.fshl.com

BHEZERTIMERG B TIGERENEE/ARE, i, SFEREREEEIEHTIAEWwWwW.fshl.comA
Toronto | Ho Chi Minh City . Seoul = Shanghai | Shenzhen _ Singapore

e EASEAT L tis = AN

Production facilities are set up in the following countries:

R IIBREEB E EE:

China , Indonesia o Sri Lanka

FREd ENfe HT R+
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