WHEH FHERE

ETMHAERNEAROIERN TR REMRE - BEASERESHREME
SHAE - RITEE - 20 EXESHARHECEXRER -

ETUEKETZRHEX (RE)ERLARGENEHTER BRLANELER
ZRXEFTHABEA  AEFEERERI2RT  FEEBZD  EMESHBEIEMAR
By UEEBEXBEEHEEA °

REREEFEZZ2H T ABHREE BEIRBEARAEZ 2BFENEY -
ERRGREEFBRAAREEBERZMERRAHABRZNETHIEE B

EE M S S I TR R AR - 3 89 W A R R AR 0 i 2 BRR E AT 2R 49
ATMELREGEZE AT EIB I8 5 RBEAERE -

FEEEBE(BRE) ARSI

Fountain Set (Holdings) Limited
(REBIAMA T ZERAE)
(B 53 455 - 420)

5 B AR 1
HERALEHR
&
BREREFHIXEES

BUESZEERBIRFRZBEIIUBER

Piper Jaffray
RARZEMNERA A

EEE U BN ABRESEENE - BUEEZES B IIREZHEEHNAARNEH
FNH BYUKEBRAEMNERAGZRG (ERHEENBLIEETZEEERE
YRRZER)HRABRENLEFEINEH °

RARETR-E——-—FHEATH(EHMEF+HEREEBNEEZERER—HN

EEEBEBREEROIEISI-7TENR/IREZERTREGIAE B AE2BEH

RABRHENEZFNBE Eiw BTHEAEERREFIREG  THBFREM2AX

ZERK LAV ZEREZZRE  URERREARAQABA 2RO BFEREEEWER

BARLT Ut BEBEFERRNBERFESEE DL 261E  ERUNM - ARER

REEFAEFEMEESIEETRITRB4/NEIRE c HE R REARREZEREE -
BTN REREHERRFIASEIHEMNES  INRELRE -

—E--FNA=tTHA



B
BB 55
0 58
B E B EE IR ... ... 71
B LA R BB B . 72
B R R BB ... 92
Bk — — — Rl ... 94



DEFINITIONS

In this circular, the following expressions have the following meanings unless the context requires

otherwise:

“Announcement”

“associates”

“Board”

“Business Day”

“Company”

“Completion”

“Completion Date”

“Conditions”

“Director(s)”

IIEGM"

“Executive”

IIG roupn

“Ha Family”

the announcement dated 3 April 2012 issued by the Company
in relation to, among other things, the Subscription and the
Whitewash Waiver

has the meaning ascribed thereto in the Listing Rules
the board of Directors

a day, other than a Saturday or Sunday, on which banks are open
for ordinary banking business in Hong Kong

Fountain Set (Holdings) Limited, a company incorporated in
Hong Kong with limited liability, whose shares are listed on the
main board of the Stock Exchange

completion of the Subscription

the date when Completion shall take place, being the fifth
Business Day after the date upon the last of the Conditions
(except such Conditions which are expressed to be satisfied
on or as at the Completion Date) has been satisfied or, where
applicable, waived provided that it shall be a date no later than
the Long Stop Date

the conditions precedent to Completion, as more particularly set
out under the section headed “Conditions of the Subscription”in
this circular

the director(s) of the Company

the extraordinary general meeting of the Company to be
convened and held at Meeting Room 727, Units 751-759, 7/F,
KITEC, 1 Trademart Drive, Kowloon Bay, Hong Kong on Thursday,
10 May 2012 at 10:00 a.m. for the purpose of considering, and
if thought fit, approving the Subscription Agreement and the
transactions contemplated thereunder and the Whitewash
Waiver

the Executive Director of the Corporate Finance Division of the
Securities and Futures Commission of Hong Kong from time to
time and any delegate of such Executive Director

the Company and its subsidiaries

Mr. Ha Chung Fong, Mr. Ha Kam On, Victor, Dr. Yen Gordon and
the Ha Trust
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“Ha Trust”

IIHK$II
“Hong Kong”

“Independent Board Committee”

“Independent Financial Adviser”

“Independent Shareholders”

“Last Trading Day”

“Latest Practicable Date”

“Listing Rules”

“Long Stop Date”

“Nominee”

the discretionary trust set up by Mr. Ha Chung Fong for the
benefit of his family and Trustcorp Limited, which is a provider of
trust service, being the trustee of the Ha Trust, and as informed
by Mr. Ha, he is in the process of arranging for the change of the
trustee of the Ha Trust to another entity

Hong Kong dollars, the lawful currency of Hong Kong
the Hong Kong Special Administrative Region of the PRC

the independent board committee comprising all the
independent non-executive Directors, namely Mr. Ng Kwok
Tung, Mr. Wong Kwong Chi, Mr. Chow Wing Kin, Anthony, SBS,
JP, and Mrs. Fung Yeh Yi Hao, Yvette, which has been established
by the Company to advise the Independent Shareholders on
the terms of the Subscription Agreement and the transactions
contemplated thereunder and the terms of the Whitewash
Waiver

Piper Jaffray Asia Limited, a corporation licensed under the
SFO to carry out business in type 1 (dealing in securities) and
type 6 (advising on corporate finance) regulated activities,
being the independent financial adviser to the Independent
Board Committee and the Independent Shareholders on the
Subscription Agreement and the transactions contemplated
thereunder and the Whitewash Waiver

Shareholders other than the Subscriber, members of the Ha
Family, any parties acting in concert with any of them and any
other Shareholders who are involved in, or interested in the
Subscription Agreement and the transactions contemplated
thereunder and the Whitewash Waiver

3 April 2012, being the last trading day of the Shares on the
Stock Exchange prior to the publication of the Announcement

20 April 2012, being the latest practicable date prior to the
printing of this circular for ascertaining certain information
contained herein

the Rules Governing the Listing of Securities on the Stock
Exchange

31 July 2012 or another date agreed by the parties in writing
a wholly-owned subsidiary of the Subscriber, nominated by

the Subscriber to subscribe for the Shares on behalf of the
Subscriber



DEFINITIONS

“parties acting in concert”

”PRC"

”SFO”

“Share(s)”

“Shareholder(s)”
“Stock Exchange”

“Subscriber” or “Chinatex”

“Subscription”

“Subscription Agreement”

“Subscription Price”

“Subscription Share(s)”

“Surviving Clauses”

“Takeovers Code”

“Whitewash Waiver”

u%n

* For identification purpose only

has the meaning ascribed to it under the Takeovers Code

People’s Republic of China, which for the purpose of this circular
excludes Hong Kong

the Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong)

ordinary share(s) of HK$0.20 each in the share capital of the
Company

holder(s) of Share(s)
The Stock Exchange of Hong Kong Limited

Chinatex Corporation* (B4 &EE A F]), a state-owned
enterprise established under the laws of the PRC

the subscription by the Subscriber (or the Nominee) of the
Subscription Shares pursuant to the Subscription Agreement

the conditional subscription agreement dated 3 April 2012
entered into between the Subscriber and the Company in
respect of the Subscription

means HK$1.25 per Subscription Share

new Share(s) to be subscribed by the Subscriber pursuant to the
Subscription Agreement

clauses with respect to interpretation, announcements,
confidentiality, notices, waiver of immunity, costs, general
provisions, governing law and dispute resolution as stated in the
Subscription Agreement

Hong Kong Code on Takeovers and Mergers

the waiver by the Executive under Note 1 of the Notes on
Dispensations from Rule 26 of the Takeovers Code of the
obligation on the part of the Subscriber and parties acting in
concert with it to make a general offer to the shareholders of
the Company for all issued shares and other securities of the
Company not already owned or agreed to be acquired by the
Subscriber and persons acting in concert with it as a result of the
issue and allotment of the Subscription Shares to the Subscriber
(or the Nominee)

per cent.
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O
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Executive Directors
Mr. Ha Chung Fong
Mr. Ha Kam On, Victor
Mr. Ha Hon Kuen

Dr. Yen Gordon

Independent Non-executive Directors
Mr. Ng Kwok Tung

Mr. Wong Kwong Chi

Mr. Chow Wing Kin, Anthony, sBs, Jp
Mrs. Fung Yeh Yi Hao, Yvette

To the Shareholders

Dear Sir or Madam,

Fountain Set (Holdings) Limited

(Incorporated in Hong Kong with limited liability)
(Stock code: 420)

Registered Office:

Block A, 7t Floor

Eastern Sea Industrial Building
29-39 Kwai Cheong Road

Kwai Chung

New Territories

Hong Kong

24 April 2012

SUBSCRIPTION OF NEW SHARES
AND

APPLICATION FOR WHITEWASH WAIVER

1. INTRODUCTION

The Company and the Subscriber jointly announced on 3 April 2012 that the Subscriber entered
into the Subscription Agreement with the Company pursuant to which the Subscriber has conditionally
agreed to (or shall procure the Nominee to) subscribe for and the Company has conditionally agreed to
allot and issue a total of 409,036,000 Subscription Shares at the price of HK$1.25 per Subscription Share.

The Subscription Shares represent
Company as at the Latest Practicab

of the Company other than the issue of the Subscription Shares between the Latest Practicable Date up

to Completion).

approximately 51.52% of the existing issued share capital of the
le Date and approximately 34.00% of the issued share capital of the
Company as enlarged by the Subscription (assuming that there is no change in the issued share capital
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Upon Completion, 409,036,000 Subscription Shares will be issued to the Subscriber, and the
Subscriber and parties acting in concert with it will hold approximately 34.00% of the issued share
capital of the Company as enlarged by the Subscription (assuming that no additional Shares other
than the Subscription Shares will be issued between the Latest Practicable Date up to Completion).
Accordingly, the Subscriber and parties acting in concert with it, in the absence of the Whitewash
Waiver, would be obliged to make a mandatory general offer under Rule 26 of the Takeovers Code for all
the Shares and other securities of the Company not already owned or agreed to be acquired by them as
a result of the issue and allotment of the Subscription Shares.

The Subscriber has made an application to the Executive for the Whitewash Waiver which, if
granted, would be subject to, among other things, the approval of the Independent Shareholders at
the EGM by way of poll. The Executive has indicated that it will grant the Whitewash Waiver subject to,
among other things, the approval of the Independent Shareholders at the EGM by way of poll.

Pursuant to the Takeovers Code, the Independent Board Committee comprising all the
independent non-executive Directors has been established by the Company to advise the Independent
Shareholders on, among other things, the terms of the Subscription Agreement and the transactions
contemplated thereunder and the Whitewash Waiver. No member of the Independent Board Committee
has any interest or involvement in the transactions contemplated under the Subscription Agreement or
the Whitewash Waiver. One of the members of the Independent Board Committee, Mrs. Fung Yeh Yi Hao,
Yvette, is interested in 70,000 Shares, representing approximately 0.01% of the issued share capital of
the Company, as at the Latest Practicable Date, which information is disclosed under the section headed
“Effect of the Subscription on Shareholding Structure” in this letter. Mrs. Fung Yeh Yi Hao, Yvette has no
direct or indirect interest in the Subscription and the Whitewash Waiver, other than as a Shareholder. In
view of that, pursuant to Rule 2.8 of the Takeovers Code, Mrs. Fung Yeh Yi Hao, Yvette is eligible to be a
member of the Independent Board Committee. The Independent Financial Adviser has been appointed
to advise the Independent Board Committee and the Independent Shareholders in this regard.

The EGM will be held to consider and, if thought fit, pass the resolutions to approve, among
other things: (i) the Subscription Agreement and the transactions contemplated thereunder; and (ii) the
Whitewash Waiver. The Subscriber, its ultimate beneficial owners and parties acting in concert with any
of them do not currently hold any shares in the Company and accordingly will not vote on any of the
resolutions. Only the Independent Shareholders will be entitled to vote on the resolutions to approve
the Subscription Agreement and the transactions contemplated thereunder and the Whitewash Waiver
at the EGM.

Mr. Ha Chung Fong, Mr. Ha Kam On, Victor and Dr. Yen Gordon were involved in the negotiations
and discussions of the terms of the Subscription with the Subscriber. The Ha Family is therefore
regarded as being “involved in” the Subscription under Note 1 on dispensations from Rule 26 of the
Takeovers Code. Accordingly, Mr. Ha Chung Fong, Mr. Ha Kam On, Victor, Dr. Yen Gordon, the Ha Trust
and parties acting in concert with any of them will abstain from voting in respect of their respective
shareholdings at the EGM in respect of the resolutions to approve the Subscription and the Whitewash
Waiver.
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The purpose of this circular is (a) to provide you with further information on, among others, the
details of the Subscription, the Subscription Agreement and the Whitewash Waiver; (b) to set out the
letter of recommendation from the Independent Board Committee to the Independent Shareholders
in respect of the Subscription Agreement and the transactions contemplated thereunder and the
Whitewash Waiver; (c) to set out the letter of advice from the Independent Financial Adviser to the
Independent Board Committee and the Independent Shareholders in relation to the Subscription
Agreement and the transactions contemplated thereunder and the Whitewash Waiver; (d) to give you
notice of the EGM; and (e) to provide other information as required under the Listing Rules and the
Takeovers Code.

2. THE SUBSCRIPTION AGREEMENT

Date
3 April 2012
Parties
(@)  the Subscriber; and
(b) the Company.
The Subscription Shares

Pursuant to the Subscription Agreement, the Subscriber has conditionally agreed to (or
shall procure the Nominee to) subscribe for and the Company has conditionally agreed to allot
and issue a total of 409,036,000 Subscription Shares. As at the Latest Practicable Date, there were
794,010,960 Shares in issue and the Subscription Shares represent: (i) approximately 51.52% of
the issued share capital of the Company as at the Latest Practicable Date; and (ii) approximately
34.00% of the issued share capital of the Company as enlarged by the issue of the Subscription

Shares (assuming that there is no change in the issued share capital of the Company other than
the issue of the Subscription Shares between the Latest Practicable Date up to Completion).

Subscription Price

The Subscription Price for the Subscription Shares is HK$1.25 per Subscription Share. The
Subscription Price represents:

(i) a premium of approximately 27.55% over the closing price of HK$0.9800 per Share
as quoted on the Stock Exchange on the Latest Practicable Date:

(i)  a premium of approximately 32.98% over the closing price of HK$0.9400 per Share
as quoted on the Stock Exchange on the Last Trading Day;

(iii)  a premium of approximately 30.75% over the average closing price of HK$0.9560
per Share as quoted on the Stock Exchange for the last 5 consecutive trading days
immediately prior to and including the Last Trading Day;
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(iv)

(vi)

a premium of approximately 28.21% over the average closing price of HK$0.9750
per Share as quoted on the Stock Exchange for the last 10 consecutive trading days
immediately prior to and including the Last Trading Day;

a premium of approximately 22.75% over the average closing price of HK$1.0183
per Share as quoted on the Stock Exchange for the last 30 consecutive trading days
immediately prior to and including the Last Trading Day; and

a discount of approximately 65.03% over the Group’s audited consolidated net
asset per Share (excluding minority interest) as at 31 August 2011 of approximately
HK$3.5742 (based on a total of 794,010,960 Shares as at the Latest Practicable Date).

The Subscription Price was determined after arm’s length negotiation between the
Company and the Subscriber with reference to the prices of the Shares on the Stock Exchange
recently traded prior to the date of the Subscription Agreement.

The total consideration for the Subscription Shares in the sum of HK$511,295,000 will be
financed by internal resources of Chinatex.

Ranking

The Subscription Shares, when issued and fully paid, will rank pari passu in all respects
among themselves and with all the Shares in issue at the date of allotment and issue of the
Subscription Shares, including the right to any dividends or distributions made or declared on or
after the date of issue and allotment of the Subscription Shares.

Conditions of the Subscription

Completion of the Subscription is conditional upon:

(a)

the passing by the Shareholders of the Company (being such Shareholders as are
allowed to vote under the Listing Rules or permitted by the Stock Exchange to
vote) at the EGM of a resolution approving the Subscription Agreement and the
transactions contemplated thereunder, including the allotment and issue of the
Subscription Shares pursuant to the Subscription Agreement by way of poll;

listing of and permission to deal in the Subscription Shares being granted by the
Listing Committee of the Stock Exchange;

the listing and permission referred to in Condition (b) not subsequently being
revoked prior to Completion;
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(d)  the Shares remaining listed on the Stock Exchange and traded on the Stock
Exchange at all times from the date of the Subscription Agreement to the
Completion Date, except for the suspension of trading of the Shares for the purpose
of clearing the Announcement in relation to the Subscription or the transactions
contemplated under the Subscription Agreement or temporary suspension not
exceeding 10 consecutive trading days;

(e) the Subscriber (or the Nominee) receiving the relevant consent or approval of or
having effected the relevant filing requirements with the relevant PRC governmental
body or regulatory authority as is required for the Subscriber (or the Nominee) to
perform their obligations in relation to the Subscription;

(f) the Executive having granted a Whitewash Waiver to the Subscriber;

(g)  the passing of a resolution by the Independent Shareholders at the EGM approving
the Whitewash Waiver by way of poll;

(h)  the obtaining by the Company of all necessary waivers and/or consents from
creditors granting the financing facilities to the Group in relation to breaches of
provisions in the financing facilities as a result of the Subscription;

(i) none of the warranties given by the Company being found to be, or no event
occurring or matter arising after the date of the Subscription Agreement which
renders any of such warranties, untrue or incorrect or misleading as at Completion;
and

() there being no material adverse change as to the financial or trading position or
profitability of the Group taken as a whole as at Completion.

The Conditions set out in paragraphs (h) to (j) above may be waived by the Subscriber. The
Conditions set out in paragraphs (a), (f) and (g) may not be waived. In the event that any of the
Conditions have not been satisfied or waived by the Long Stop Date, the Subscription Agreement
shall terminate with immediate effect except for the Surviving Clauses, and the parties shall
be released from all liabilities and obligations thereunder, except for any accrued rights or
obligations of a party at the date of termination.

An ordinary resolution will be proposed at the EGM to seek, among other things, a specific
mandate for the issue of the Subscription Shares pursuant to the Subscription Agreement.

An application will be made by the Company to the Stock Exchange for the listing of, and
permission to deal in, the Subscription Shares.

Completion of the Subscription

Subject to fulfilment and/or waiver of all the Conditions, Completion shall take place on
the Completion Date.
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Guarantee

In consideration of the Company entering into the Subscription Agreement, the Subscriber
shall as primary obligor, among other things, procure the Nominee shall duly observe and
perform all its obligations owed to the Company under the Subscription Agreement.

Other terms

The Company shall, subject to certain limitations, indemnify the Subscriber against
liabilities which the Subscriber suffers or incurs by reason of: (i) any of the Company’s warranties
being untrue or inaccurate in a material respect and which have not been remedied or rectified
prior to Completion by the Company and (ii) any failure by the Company to perform its
obligations under the Subscription Agreement.

The Subscriber shall indemnify the Company against liabilities which the Company suffers
or incurs by reason of: (i) any of the Subscriber’s warranties being untrue or inaccurate; and (ii)
any failure by the Subscriber to perform its obligations under the Subscription Agreement.

3. REASONS FOR THE SUBSCRIPTION AND USE OF PROCEEDS

The Group is an integrated fabric manufacturer and supplier and is principally engaged in textile
and garment businesses including the production and sale of knitted fabric, garments and textile
machinery and the sale of raw yarns, dyed yarns and sewing threads.

Referring to the information contained in the “Business Outlook” section of its final results
announcement and annual report for the year ended 31 August 2011, the Company considered that:

(1) the difficult economic environment in North America and Europe caused by factors
including high unemployment rate and concerns over default of European debts has led to
lower consumer confidence and demand for textile products;

(2)  the market price of knitted fabrics would most likely decline for the next year as the prices
of cotton and cotton yarn had declined substantially since early 2011;

(3)  the Group expected industrial environment in the coming financial year to be very
challenging, especially during the earlier part of the year due to declining prices of
products coupled with relatively higher price raw material inventory purchased earlier
when market prices were higher; and

(4) the Group would seek to expand its sales to the domestic PRC market in order to
compensate for the weaknesses in the export market.

While the Group has been reducing its gearing over the past year, it still has a relatively high
debt to equity ratio. Under the concerns that the commercial lending market may tighten due to
issues relating to the European sovereign debt, the Board has concluded that it would be beneficial for
the Company to raise additional equity so as to reduce its indebtedness and strengthen its financial
position.
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Moreover, the Company considers the Subscriber to have extensive network and expertise in the
raw material supply chain for textiles as well as knowledge of the domestic market for textile products
in China, thus having strong synergies with its business. The strategic involvement of the Subscriber
could enhance the Group's competitiveness for the export markets as well as the domestic market in the
PRC.

It is the intention of the Company to apply not less than 60% of the net proceeds from the
Subscription to the repayment of bank borrowings and any balance of the net proceeds after repayment
of the bank borrowings will be applied to capital expenditure and/or general working capital of the
Group.

The Directors (including the independent non-executive Directors after taking the advice of the
Independent Financial Adviser) consider that the terms of the Subscription Agreement are fair and
reasonable and are on normal commercial terms, and in the interests of the Group and the Shareholders
as a whole.

The net proceeds from the Subscription are estimated to be approximately HK$506,295,000 and
based on such estimated net proceeds, the net subscription price per Subscription Share would be
approximately HK$1.2378.

4. PROPOSED CHANGE OF BOARD COMPOSITION

Under the Subscription Agreement, it is agreed that at Completion, subject to applicable laws,
rules and regulations (including the Listing Rules and the Takeovers Code) and the articles of association
of the Company, the Company shall procure (i) that the Board shall consist of 11 Directors, of which
7 persons as nominated by the Subscriber in writing shall be appointed to the Board (comprising
3 executive Directors, 2 non-executive Directors, and 2 independent non-executive Directors) and
sufficient number of Directors to resign so as to facilitate the appointment of the 7 directors as
nominated by the Subscriber effective on the Completion Date; (ii) that the appointments of the
chairman of the Board effective on the Completion Date and the chief financial officer of the Company
effective on or after the Completion Date, both as nominated by the Subscriber in writing; (iii) that Mr.
Ha Chung Fong shall resign as the chairman of the Board and be appointed as the honorary chairman
of the Board effective on the Completion Date; (iv) that Mr. Ha Hon Kuen shall resign as an executive
Director but shall remain as an employee of the Company on such terms as may be agreed between
the Company and Mr. Ha Hon Kuen subject to review by the Remuneration Committee and the Board
subsequent to Completion; (v) that Mr. Ha Kam On, Victor shall be appointed as vice-chairman of the
Board and chief executive officer of the Company effective on the Completion Date; and (vi) that the
composition of the Audit Committee, Remuneration Committee and Nomination Committee complied
with the Listing Rules by filling casual vacancies of such committees with Directors nominated by the
Subscriber (in accordance with the Listing Rules) after consultation with the Subscriber.

It is expected that, among the existing executive Directors, Mr. Ha Chung Fong, Mr. Ha Kam

On, Victor and Dr. Gordon Yen will remain as the executive Directors after the above change of Board
composition.
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5. EFFECT OF THE SUBSCRIPTION ON SHAREHOLDING STRUCTURE

The shareholdings in the Company as at the Latest Practicable Date (based on information
received by the Company and notified pursuant to Part XV of the SFO) and immediately after
completion of the Subscription (assuming that there is no change in the issued share capital of the
Company other than the issue of the Subscription Shares since the Latest Practicable Date up to
Completion) are summarised as follows:

Immediately after
completion of
the Subscription

As at the Latest
Practicable Date

No. of Approx. No. of Approx.
Shares held % Shares held %
The Directors:
Ha Family
- Mr. Ha Chung Fong (Note 1) 246,388,948 31.03 246,388,948 20.48
— Mr. Ha Kam On, Victor (Note 2) 90,841,096 11.44 90,841,096 7.55
- Dr. Yen Gordon (Note 3) 6,400,000 0.81 6,400,000 0.53
343,630,044 43.28 343,630,044 28.56
Other Director
- Mrs. Fung Yeh Yi Hao, Yvette 70,000 0.01 70,000 0.01
The Subscriber - - 409,036,000 34.00
Other Shareholders 450,310,916 56.71 450,310,916 37.43
Total 794,010,960 100.00 1,203,046,960 100.00
Notes:
1. These 246,388,948 Shares comprise of 34,280,000 Shares, representing approximately 4.32% of the issued share

capital of the Company as at the Latest Practicable Date, held by Mr. Ha Chung Fong and 212,108,948 Shares,
representing approximately 26.71% of the issued share capital of the Company as at the Latest Practicable Date,
which Mr. Ha Chung Fong was deemed to be interested in by virtue of the set up of the Ha Trust.

2. In addition to these 90,841,096 Shares held, Mr. Ha Kam On, Victor has also been granted share options to
subscribe for 7,900,000 Shares. As at the Latest Practicable Date, none of these share options have been exercised.

3. In addition to these 6,400,000 Shares held, Dr. Yen Gordon has also been granted share options to subscribe for
7,900,000 Shares. Being the spouse of Ms. Ha Kam Yee (the daughter of Mr. Ha Chung Fong), Dr. Yen Gordon was
also deemed to be interested in share options to subscribe for 5,000,000 Shares granted to Ms. Ha Kam Yee. As at

the Latest Practicable Date, none of these share options have been exercised.

1
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As at the Latest Practicable Date, the Company has granted the following share options pursuant
to the share option schemes adopted on 25 January 2002 and 20 January 2011 respectively:

Outstanding share options
No. of options

The Directors:

— Mr. Ha Kam On, Victor 7,900,000
— Mr. Ha Hon Kuen (Note 1) 5,000,000
- Dr. Yen Gordon (Note 2) 7,900,000
Employees 23,397,000
Total 44,197,000

Notes:
1. Mr. Ha Hon Kuen is the son of Mr. Ha Chung Fong.
2. Dr. Yen Gordon has been granted share options to subscribe for 7,900,000 Shares and, being the spouse of Ms. Ha Kam

Yee (the daughter of Mr. Ha Chung Fong), was also deemed to be interested in share options to subscribe for 5,000,000
Shares granted to Ms. Ha Kam Yee.

As at the Latest Practicable Date, save for the 44,197,000 outstanding share options as disclosed
under the paragraph headed “Effect of the Subscription on Shareholding Structure”, the Company does
not have any other options, warrants or convertible securities in issue.

6. APPLICATION FOR WHITEWASH WAIVER

Upon Completion, 409,036,000 Subscription Shares will be issued to the Subscriber, and the
Subscriber and parties acting in concert with it will hold 409,036,000 Subscription Shares, representing
approximately 34.00% of the issued share capital of the Company as enlarged by the Subscription
(assuming that no additional Shares other than the Subscription Shares will be issued between the
Latest Practicable Date up to Completion). Accordingly, the Subscriber and parties acting in concert
with it, in the absence of the Whitewash Waiver, would be obliged to make a mandatory general offer
under Rule 26 of the Takeovers Code for all the Shares and other securities of the Company not already
owned or agreed to be acquired by them.

The Subscriber has made an application to the Executive for the Whitewash Waiver. The
Whitewash Waiver, if granted, would be subject to, among other things, the approval of the
Independent Shareholders at the EGM by way of poll. The Executive has indicated that it will grant the
Whitewash Waiver subject to among other things, the approval of the Independent Shareholders at the
EGM by way of poll.
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Only the Independent Shareholders will be entitled to vote on the resolutions to approve the
Subscription Agreement and the transactions contemplated thereunder and the Whitewash Waiver
at the EGM. Mr. Ha Chung Fong, Mr. Ha Kam On, Victor and Dr. Yen Gordon were involved in the
negotiations and discussions of the terms of the Subscription with the Subscriber. The Ha Family is
therefore regarded as being “involved in” the Subscription under Note 1 on dispensations from Rule
26 of the Takeovers Code. Accordingly, Mr. Ha Chung Fong, Mr. Ha Kam On, Victor, Dr. Yen Gordon, the
Ha Trust and parties acting in concert with any of them will abstain from voting in respect of their
respective shareholdings at the EGM in respect of the resolutions to approve the Subscription and the
Whitewash Waiver.

Apart from the Subscription Agreement, neither the Subscriber nor any parties acting in concert
with it will:

(@)  from the date of the Subscription Agreement until the Completion Date acquire or dispose
of or enter into any agreement or arrangement to acquire or dispose of any voting rights in
the Company; and

(b) within six months after the EGM, acquire or dispose of or enter into any agreement or
arrangement to acquire or dispose of any voting rights in the Company from or to a person
who is a Director or substantial Shareholder.

As at the Latest Practicable Date, the Subscriber and parties acting in concert with it do not
hold, control or have direction over the voting rights in the Company or rights over the Shares. As at
the Latest Practicable Date, the Subscriber and parties acting in concert with it have not received any
irrevocable commitment from any Shareholders to vote in favour of the Subscription and the Whitewash
Waiver.

The Subscriber and each of its directors and shareholders has confirmed that neither it/he/she
nor any persons acting in concert with it/him/her:

(@) has acquired or disposed of or entered into any agreement or arrangement to acquire or
dispose of any voting rights in the Company within the six months prior to the date of the
Subscription Agreement and up to the Latest Practicable Date;

(b) owns any outstanding options, warrants, or any securities that are convertible into Shares
or any derivatives in respect of Shares nor has entered into any outstanding derivative in
respect of securities in the Company;

(c) has any arrangement referred to in Note 8 to Rule 22 of the Takeovers Code (whether by
way of option, indemnity or otherwise) in relation to the relevant securities (as defined
in Note 4 to Rule 22 of the Takeovers Code) of the Company or shares of the Subscriber
and which might be material to the transactions contemplated under the Subscription
Agreement or the Whitewash Waiver with any other persons;
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(d)  has any agreements or arrangements to which it/he/she is a party which relate to the
circumstances in which it/he/she may or may not invoke or seek to invoke a pre-condition
or a condition to the transactions contemplated under the Subscription Agreement or the
Whitewash Waiver, nor any such agreements or arrangements the consequences of its/his/
her so invoking or seeking to invoke a precondition or a condition to such transactions
would result in any break fees being payable; and

(e) has borrowed or lent any relevant securities (as defined in Note 4 to Rule 22 of the
Takeovers Code) in the Company.

7. FUND RAISING ACTIVITIES IN THE PAST TWELVE MONTHS

The Company did not raise funds on any issue of equity securities raising activities during the
past twelve months immediately preceding the Latest Practicable Date.

8. PRINCIPAL ACTIVITES OF THE SUBSCRIBER AND THE GROUP

Chinatex is under the direct administration of the State-Owned Assets Supervision and the
Administration Commission of the State Council of the PRC and is one of the 500 largest enterprises
in the PRC. It has two core businesses - textiles business and grains & oils business. Chinatex 's textile
business covers the trading and manufacturing of cotton, wool, yarns & fabrics, home furnishing textiles
and garments. Chinatex has its own cotton plantation, cotton ginning and spinning mills, knit-wear
and woven garment manufacturing bases, which are located across the PRC and overseas. Chinatex is
the largest cotton trader in China with an annual trading volume of over 200,000 tons in recent years.
Chinatex operates four manufacturing facilities with an aggregate of 500,000 spindles in operation
producing annually 50,000 tons of mid and high end cotton yarn, blended yarn and fiber yarn. Chinatex
is expanding its production capacity with 20,000 new spindles already under construction. In 2011,
Chinatex'’s total revenues amounted to approximately RMB35 billion of which its textile and garment
business’ total revenues amounted to approximately RMB12 billion, representing approximately one
third of the total revenues of Chinatex.

The Group is an integrated fabric manufacturer and supplier and is principally engaged in textile
and garment businesses including the production and sale of knitted fabric, garments and textile
machinery and the sale of raw yarns, dyed yarns and sewing threads.

9. SUBSCRIBER’S INTENTIONS IN RELATION TO THE GROUP

As stated above, Chinatex has an integrated textile and garment business from cotton to
manufacturing of garments. Chinatex intends to develop and expand its operations in the value chain
of the textile and garment industries. It is the strategy of Chinatex to work together with other textile
companies in the PRC and Hong Kong to leverage industry resources in the PRC to deal with global
market challenges and to benefit from opportunities such as the growth of the consumer markets in
the PRC, which is one of the main focus of the Chinese government’s economic policy in its 12th Five-
Year Plan for National Economic and Social Development (2011-2015). Chinatex considers the business
and product lines of the Company to be very complementary to its existing textile business and believes
it can enhance the Company’s competitiveness especially in the export market through Chinatex’s
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resources in the raw materials supply chain. With its leading position in the textile industry in the PRC,
Chinatex believes that it can also help accelerate the expansion of the Company’s business in the PRC
which is relatively underdeveloped when compared to the Company’s business in the other markets
in North America and Europe. Chinatex will leverage principally the existing management to continue
to operate and develop the businesses of the Company. Chinatex believes that its investment in the
Company will create substantial benefits to the Company and its shareholders.

Chinatex intends to make a strategic investment in the Company by way of the Subscription.
Following the Completion, the Group will continue its existing principal business in the ordinary course.
Chinatex has no intention to make major changes to the continued employment of the employees
of the Group, save for the nomination of the seven directors to the Board and the nomination of the
chairman of the Board and chief financial officer of the Company. The Subscriber does not intend to
introduce any major changes to the business of the Group or re-deploy or dispose of the assets or
business of the Group other than in the ordinary course of business. Any acquisition or disposal of the
assets or business of the Group, if any, will be in compliance with the Listing Rules and the Takeovers
Code (if applicable) and applicable laws and regulations.

10. THE EXTRAORDINARY GENERAL MEETING
A notice convening the EGM is set out on pages 38 to 39 of this circular.

The EGM will be held to consider, if thought fit, pass the resolutions to approve, among other
things: (i) the Subscription Agreement and the transactions contemplated thereunder; and (ii) the
Whitewash Waiver. The Subscriber, its ultimate beneficial owners and parties acting in concert with any
of them do not currently hold any Shares and accordingly will not vote on any of the resolutions. Only
the Independent Shareholders will be entitled to vote on the resolutions to approve the Subscription
Agreement and the transactions contemplated thereunder the Whitewash Waiver at the EGM. Mr.
Ha Chung Fong, Mr. Ha Kam On, Victor and Dr. Yen Gordon were involved in the negotiations and
discussions of the terms of the Subscription with the Subscriber. The Ha Family is therefore regarded as
being “involved” to the Subscription under Note 1 on dispensations from Rule 26 of the Takeovers Code.
Accordingly, Mr. Ha Chung Fong, Mr. Ha Kam On, Victor, Dr. Yen Gordon, the Ha Trust and parties acting
in concert with any of them will abstain from voting in respect of their respective shareholdings at the
EGM in respect of the resolutions to approve the Subscription and the Whitewash Waiver.

Whether or not you are able to attend the EGM, you are requested to complete and return the
accompanying proxy form in accordance with the instructions printed thereon and return the same
the Company’s share registrar, Tricor Secretaries Limited at 26th Floor, Tesbury Centre, 28 Queen’s Road
East, Wanchai, Hong Kong as soon as possible and in any event not later than 48 hours before the time
appointed for the holding of the EGM or adjournment thereof. Completion and return of the proxy form
will not prevent you from attending and voting at the EGM or at any adjournment thereof should you so
wish.
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11. RECOMMENDATION

The Directors (including all the independent non-executive Directors after considering the advice
of the Independent Financial Adviser) consider that the terms of the Subscription Agreement and the
Whitewash Waiver are conducted on normal commercial terms, fair and reasonable and the Subscription
Agreement and the Whitewash Waiver are in the interests of the Group and the Shareholders as a whole,
and accordingly recommend the Independent Shareholders to vote in favour of all the resolutions to
be proposed at the EGM to approve the Subscription Agreement and the transactions contemplated
thereunder and the Whitewash Waiver.

Your attention is drawn to (i) the letter from the Independent Board Committee, the text of which
is set out in page 17 of this circular, and (ii) the letter from the Independent Financial Adviser, the text of
which is set out in pages 18 to 37 of this circular.

12. ADDITIONAL INFORMATION

Your attention is also drawn to the additional information set out in the appendices to this
circular.

Yours faithfully,

By order of the Board
Fountain Set (Holdings) Limited
HA CHUNG FONG
Chairman
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BEETEGEB) ARSI
Fountain Set (Holdings) Limited

(Incorporated in Hong Kong with limited liability)
(Stock code: 420)

O

24 April 2012
To the Independent Shareholders

Dear Sirs,

SUBSCRIPTION OF NEW SHARES
AND
APPLICATION FOR WHITEWASH WAIVER

This Independent Board Committee has been appointed to advise you on the terms of the
Subscription Agreement and the transactions contemplated thereunder and the Whitewash Waiver,
details of which are set out in the letter from the Board contained in the circular to the Shareholders
dated 24 April 2012 (the “Circular”), of which this letter forms part. Terms defined in the Circular shall
have the same meanings when used herein unless the context otherwise requires.

Having considered the terms of the Subscription and the advice of the Independent Financial
Adviser in relation thereto as set out on pages 18 to 37 of the Circular, we are of the opinion that the
terms of the Subscription Agreement and the Whitewash Waiver are conducted on normal commercial
terms, fair and reasonable so far as the Independent Shareholders are concerned, and the Subscription
Agreement and the transactions contemplated thereunder are in the interests of the Company and the
Independent Shareholders as a whole. We therefore recommend that the Independent Shareholders
should vote in favour of the ordinary resolutions to be proposed at the EGM to approve the Subscription
Agreement and the transactions contemplated thereunder and the Whitewash Waiver.

Yours faithfully,
Independent Board Committee

NG KWOK TUNG WONG KWONG CHI
Independent non-executive Director Independent non-executive Director
CHOW WING KIN, ANTHONY, sBs, Jp FUNG YEH YI HAO, YVETTE
Independent non-executive Director Independent non-executive Director
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The following is the full text of the letter from Piper Jaffray which sets out its advice to the
Independent Board Committee and the Independent Shareholders for inclusion in this circular.

Piper Jaffray
24 April 2012
To: The Independent Board Committee and the Independent Shareholders

Dear Sirs,

(1) ISSUE OF NEW SHARES TO CHINATEX;
(2) APPLICATION FOR WHITEWASH WAIVER

INTRODUCTION

We refer to our appointment as independent financial adviser to the Independent Board
Committee and the Independent Shareholders in respect of the Subscription and the Whitewash Waiver,
details of which are set out in the letter from the board (the “Letter from the Board”) contained in the
circular (the “Circular”) of the Company to the Shareholders dated 24 April 2012, of which this letter
forms part. Our appointment has been approved by the Independent Board Committee. Capitalised
terms used in this letter shall have the same meanings as those defined in the Circular unless the
context requires otherwise.

On 3 April 2012, Chinatex entered into the Subscription Agreement with the Company pursuant
to which Chinatex has conditionally agreed to subscribe for 409,036,000 Subscription Shares,
representing approximately 51.52% of the existing issued Shares as at the Latest Practicable Date and
approximately 34.00% of the issued Shares as enlarged by the Subscription Shares, at HK$1.25 per
Subscription Share, amounted to approximately HK$511.3 million. The Company shall also agree to
facilitate the appointments of seven persons as nominated by Chinatex to the board of the Company in
accordance with the Subscription Agreement. Details of the proposed change of the composition of the
Board are set out in the Letter from the Board of the Circular.

As at the Latest Practicable Date, the Company has authorized share capital of HK$280,000,000
divided into 1,400,000,000 Shares; and issued share capital of HK$158,802,192, divided into
794,010,960 Shares. As the Latest Practicable Date, Chinatex does not have any shareholding interest
in the Company. Each of Mr. Ha Chung Fong, Mr. Ha Kam On, Victor and Dr. Yen Gordon Yen holds
approximately 31.03%, 11.44% and 0.81% of the issued Shares respectively. They are executive Directors
and were involved in the negotiations and discussions of the terms of the Subscription with the
Subscriber, and therefore, the Ha Family is regarded as being “involved in” the Subscription under the
Takeovers Code and Mr. Ha Chung Fong, Mr. Ha Kam On, Victor, Dr. Yen Gordon, the Ha Trust and parties
acting in concert with any of them will abstain from voting in respect of their respective shareholdings
on the resolutions relating to the Subscription and the Whitewash Waiver at the EGM.
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Upon completion of the Subscription, Chinatex will hold 409,036,000 Shares representing
approximately 34.00% of the issued Shares, Mrs. Fung Yeh Yi Hao, Yvette, a Director, will hold 70,000
Shares representing approximately 0.01%, the Ha Family will hold 343,630,044 Shares representing
approximately 28.56% of the issued Shares and the other shareholders will hold 450,310,916 Shares
representing approximately 37.43% of the issued Shares.

The Independent Board Committee comprising all the independent non-executive Directors,
namely Mr. Ng Kwok Tung, Mr. Wong Kwong Chi, Mr. Chow Wing Kin, Anthony, SBS, JP and Mrs. Fung Yeh
Yi Hao, Yvette, has been established to advise the Independent Shareholders in respect of the terms of
the Subscription Agreement and the transactions contemplated thereunder and the voting in respect of
the Whitewash Waiver.

BASIS OF OUR OPINION AND RECOMMENDATION

In arriving at our recommendation, we have relied on the statements, information and
representations contained in the Circular and the information and representations provided to us
by the Directors and the management of the Company. We have assumed that all information and
representations contained or referred to in the Circular and all information and representations which
have been provided by the Directors and the management of the Company are true and accurate at the
time they were made and will continue to be accurate as at the date of the despatch of the Circular. If
there are any changes to the information and representations contained in the Circular which would
have material impact on our opinion and recommendation, Shareholders will be informed as soon as
practicable. We have no reason to doubt the truth, accuracy and completeness of the information and
representations provided to us by the Directors and the management of the Company.

The Directors jointly and severally accept full responsibility for the accuracy of the information
contained in the Circular (other than information relating to the Subscriber, the Nominee and parties
acting in concert with any of them) and confirm, having made all reasonable enquiries, that to the best
of their knowledge, opinions expressed in the Circular (other than opinions expressed by the Subscriber
or the Nominee or parties acting in concert with any of them) have been arrived at after due and careful
consideration and there are no other facts not contained in the Circular, the omission of which would
make any such statement contained in the Circular, including this letter, misleading.

The directors of the Subscriber jointly and severally accept full responsibility for the accuracy of
the information contained in the Circular (other than information relating to the Group) and confirm,
having made all reasonable enquiries, that to the best of their knowledge, opinions expressed in the
Circular (other than opinions expressed by the Company or the Directors) have been arrived at after
due and careful consideration and there are no other facts not contained in the Circular, the omission of
which would make any statement in the Circular, including this letter, misleading.

We consider that we have been provided with sufficient information on which to form a
reasonable basis for our opinion. We have no reason to suspect that any relevant information has been
withheld, nor are we aware of any facts or circumstances which would render the information provided
and representations made to us untrue, inaccurate or misleading. We consider that we have performed
all the necessary steps to enable us to reach an informed view and to justify our reliance on the
information provided so as to provide a reasonable basis for our opinion.
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We have not, however, carried out any independent verification of the information provided
by the Directors and the management of the Company, nor have we conducted an independent
investigation into the business and affairs of the Group and their respective associates.

This letter is issued for the information for the Independent Board Committee and Independent
Shareholders solely in connection with their consideration of (i) the terms of the Subscription
Agreement and the transactions contemplated thereunder; and (ii) the voting in respect of the
Whitewash Waiver. Except for its inclusion in the Circular, the letter shall not be quoted or referred to, in
whole or in part, nor be used for any other purposes, without our prior written consent.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our advice with regard to (i) the terms of the Subscription Agreement and the
transactions contemplated thereunder; and (ii) the voting in respect of the Whitewash Waiver, we have
taken into consideration the following factors and reasons:

1. Review of historical performance of the Group

The Group is principally engaged in the production and sale of fabrics, sewing threads, yarns,
and garments. Its activities include cotton spinning, knitting, dyeing, printing, and finishing of knitted
fabrics.

The table below summaries the consolidated financial results of the Group for each of the three
years ended 31 August 2011 as extracted from the Group's annual report for the year ended 31 August
2011 (the “2011 Annual Report”) and for the year ended 31 August 2010 (the “2010 Annual Report”)
and the Group's interim results for the six months ended 29 February 2012 (the “2012 Interim Results”):

Table A - Summary of the consolidated financial results of the Group

For the six For the six
months ended months ended
29 February 28 February For the year ended 31 August
2012 2011 2011 2010 2009
HKS'000 HKS'000 HKS'000 HKS'000 HK$'000
(unaudited) (unaudited) (audited) (audited) (audited)
Turnover 3,207,910 3,678,314 7,593,889 6,148,949 5,451,492
Cost of sales 2,958,605 3,080,793 6,429,052 5,154,109 4,607,480
Gross profit 249,305 597,521 1,164,837 994,840 844,012
(Loss) profit before taxation (142,257) 179,977 343,191 250,095 8,280
Total comprehensive (expense)
income attributable to
the Shareholders (157,973) 155,804 209,246 239,444 (54,274)
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For the six months ended 29 February 2012, the Group recorded a turnover of HK$3,207,910,000,
representing a decrease of approximately 12.8% as compared with HK$3,678,314,000 for the six months
ended 28 February 2011. As explained in the 2012 Interim Results, the decrease in turnover during
the period was mainly due to lower demand for textile products attributable by the difficult economic
environment in North America and Europe. The high unemployment rate and concerns over default
of European debts had adversely affected the consumer confidence and the Group’s selling prices and
sales volume during the period. As advised by the Directors, most of their customers’ primary markets
are located in North America and Europe. Other than the direct sales the Company made during the
period, which accounted for 6.1% of the total revenue, it has been estimated by the Company that more
than 70% of their sales were indirectly targeted North America and Europe via their clients. In addition,
the Group's gross profit for the six months ended 29 February 2012 decrease to HK$249,305,000 from
HK$597,521,000 in the previous corresponding period. The Group's total comprehensive expense
attributable to the Shareholders for the six months ended 29 February 2012 was approximately
HK$157,973,000 as compared with a total comprehensive income attributable to the Shareholders of
HK$155,084,000 for the six months ended 28 February 2011. As explained in the 2012 Interim Results,
the deterioration on the results of the Group for the period ended 29 February 2012 was mainly
attributable to the continuous and substantial decline in the costs of cotton and cotton yarn during
the last three quarters of calendar year 2011. As the majority of the cotton and cotton yarn inventories
consumed by the Group during the interim period were purchased earlier when costs were higher, the
profit of the Group in the six months ended 29 February 2012 was adversely affected.

For the year ended 31 August 2011, the Group recorded a turnover of HK$7,593,889,000,
representing an increase of approximately 23.5% from HK$6,148,949,000 in the preceding financial
year. The Group's gross profit for the year ended 31 August 2011 increased to HK$1,164,837,000 from
HK$994,840,000 in the previous financial year. The Group’s total comprehensive income attributable
to the Shareholders decreased by approximately 12.6% from HK$239,444,000 for the year ended 31
August 2010 to HK$209,246,000 for the year ended 31 August 2011. As explained in the 2011 Annual
Report, the negative effect on the results of the Group for the year ended 31 August 2011 was mainly
attributable to non-recurring exceptional items for the current and previous year, comprising gain on
disposal of property interests of approximately HK$96.4 million in 2010 and provision for tax audit of
HKS$41.0 million in 2011.

For the year ended 31 August 2010, the Group recorded a turnover of HK$6,148,949,000,
representing an increase of approximately 12.8% as compared to HK$5,451,492,000 for the year
ended 31 August 2009. The Group's gross profit for the year ended 31 August 2010 increased to
HK$994,840,000 from HK$844,012,000 in the previous financial year. The Group's total comprehensive
income attributable to the Shareholders for the year ended 31 August 2010 was HK$239,444,000,
representing a significant increase from the total comprehensive expense attributable to the
Shareholders of HK$54,274,000 as recorded in the preceding financial year. According to the 2010
Annual Report, the Group became profitable for the year ended 31 August 2010 which was mainly
attributable to the recovery of world economy from the global financial and economic crisis with
increased export orders.
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The table below shows the consolidated statement of financial position of the Group as at 29
February 2012, 31 August 2011, 31 August 2010 and 31 August 2009 as extracted from the 2012 Interim
Results, 2011 Annual Report and 2010 Annual Report:

Table B - Consolidated statement of financial position of the Group

As at
29 February As at 31 August
2012 2011 2010 2009
(Unaudited) (Audited) (Audited) (Audited)
HKs'000 HK$’000 HKS$’000 HKS$’000
Non-current assets
Investment properties - - - 12,755
Property, plant and equipment 1,996,084 2,155,311 2,328,801 2,293,055
Prepaid lease payments -
non-current portion 108,808 119,207 125,324 129,491
Consideration receivable -
non-current portion - - - 168,672
Deposits paid for acquisition of
property, plant and equipment 14,698 - - -
Prepayments for and rights
under life insurance policies 36,323 - - -
Deferred tax assets 18,080 25,689 25,309 16,111
2,173,993 2,300,207 2,479,434 2,620,084
Current assets
Inventories 1,695,109 1,683,454 1,938,592 1,180,756
Trade and bills receivables 1,254,583 1,275,741 1,372,026 1,135,082
Prepayments, deposits and
other receivables 221,707 214,193 209,979 217,108
Prepaid lease payments —
current portion 2,525 2,732 2,812 2,848
Consideration receivable -
current portion - - 171,283 64,042
Derivative financial instruments 2,489 4,984 2,514 -
Tax recoverable 6,186 3,039 18,957 26,267
Bank deposits with restricted use - - - 2,127
Short-term bank deposits 112,514 106,075 42,438 58,015
Bank balances and cash 853,677 1,018,477 627,938 742,400
4,148,790 4,308,695 4,386,539 3,428,645
Assets classified as held for sale 66,615 - - 5,493

4,215,405 4,308,695 4,386,539 3,434,138
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As at
29 February As at 31 August
2012 2011 2010 2009
(Unaudited) (Audited) (Audited) (Audited)
HKs'000 HK$’000 HKS$’000 HKS$’000
Current liabilities
Trade and bills payables 850,738 698,433 867,513 610,859
Other payables and accruals 304,503 320,661 331,771 279,133
Amounts due to non-controlling
shareholders 80,100 80,100 80,100 80,100
Consideration payable - current portion - 23,501 58,446 28,672
Deferred income - current portion 1,458 1,458 1,458 1,458
Derivative financial instruments 743 108 773 -
Tax payable 99,418 131,311 26,187 20,572
Restructuring provisions - - 730 4,689
Bank borrowings -
due within one year 1,679,991 1,443,532 1,604,591 839,538
Bank overdrafts 15,313 - 3,386 969
Total current liabilities 3,032,264 2,699,104 2,974,955 1,865,990
Net current assets 1,183,141 1,609,591 1,411,584 1,568,148
Total assets less current liabilities 3,357,134 3,909,798 3,891,018 4,188,232
Non-current liabilities
Consideration payable -
non-current portion - - - 46,316
Deferred income - non-current portion 66,349 67,080 68,538 69,996
Derivative financial instruments 33,970 45,583 54,389 30,898
Bank borrowings - due after one year 384,387 755,854 951,275 1,489,018
Deferred tax liabilities 3,312 3,055 3,721 3,247
488,018 871,572 1,077,923 1,639,475
Net assets 2,869,116 3,038,226 2,813,095 2,548,757
Capital and reserves
Share capital 158,802 158,802 158,802 158,802
Reserves 2,518,717 2,679,224 2,474,523 2,235,079
Equity attributable to owners of
the Company 2,677,519 2,838,026 2,633,325 2,393,881
Non-controlling interests 191,597 200,200 179,770 154,876
Total equity 2,869,116 3,038,226 2,813,095 2,548,757
Current ratio (note 1) 1.39 1.60 1.47 1.85
Debt ratio (note 2) 0.55 0.54 0.59 0.58
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Note:
1. The current ratio is calculated by dividing current assets by current liabilities.
2. The debt ratio is calculated by dividing total liabilities by total assets.

As shown in Table B, the non-current assets of the Group decreased from HK$2,300,207,000 as
at 31 August 2011 to HK$2,173,993,000 as at 29 February 2012 mainly due to the some reclassification
of property, plant and equipment to assets classified as held for sale under current assets. We note
from the 2012 Interim Results that on 29 February 2012, the Group entered into an agreement with an
independent third party to dispose of its 100% equity interests of New Achieve Investments Limited
(“New Achieve”), Able Jubilee Limited (“Able Jubilee”) and Jiangyin Jintian Machinery Limited (“Jintian
Machinery) at an aggregate consideration of RMB90.0 million. The assets attributable to New Achieve,
Able Jubilee and Jintian Machinery were classified as held for sale and were presented separately in the
condensed consolidated statement of financial position as at 29 February 2012. The assets are expected
to be sold within one year of the end of the reporting period. The current assets of the Group reduced
from HK$4,308,695,000 as at 31 August 2011 to HK$4,215,405,000 as at 29 February 2012 mainly
due to early repayment of certain bank borrowings. As advised by the Company, the terms of such
bank borrowings ranged from approximately one month up to three years with a weighted average
interest rate of approximately 3.61% per annum. The current liabilities of the Group increased from
HK$2,699,104,000 as at 31 August 2011 to HK$3,032,264,000 as at 29 February 2012 mainly due to the
increase of trade and bills payable as the Group purchased raw materials to meet customers’ orders in
the second half of the year. The total bank borrowings of the Group decreased from HK$2,199,386,000
as at 31 August 2011 to HK$2,079,691,000 as at 29 February 2012 mainly due to the early repayment the
Group made during the period. The net current assets and net assets as at 29 February 2012 amounted
to HK$1,183,141,000 and HK$2,869,116,000 respectively.

The Group’s current assets slightly reduced from HK$4,386,539,000 as at 31 August 2010
to HK$4,308,695,000 as at 31 August 2011 mainly due to the recovered consideration receivable.
The current liabilities of the Group decreased from HK$2,974,955,000 as at 31 August 2010 to
HK$2,699,104,000 as at 31 August 2011 mainly due to the decrease in trade and bills payable,
consideration payable and bank borrowings. The net current assets and net assets as at 31 August 2011
amounted to HK$1,609,591,000 and HK$3,038,226,000 respectively. The Group’s current assets increased
from HK$3,434,138,000 as at 31 August 2009 to HK$4,386,539,000 as at 31 August 2010 mainly due to
increase in inventory and trade and bills receivables. The current liabilities of the Group increased from
HK$1,865,990,000 as at 31 August 2009 to HK$2,974,955,000 as at 31 August 2010 mainly attributable
to increase in short term bank borrowings to HK$1,604,591,000 (31 August 2009: HK$839,538,000).
Non-current liabilities decreased from HK$1,639,475,000 as at 31 August 2009 to HK$1,077,923,000 as
at 31 August 2010 mainly due to the decrease in bank borrowings to HK$951,275,000 (31 August 2009:
HK$1,489,018,000).

The Group’s current ratio (calculated by dividing currents assets over current liabilities) decreased
from approximately 1.60 as at 31 August 2011 to approximately 1.39 as at 29 February 2012. The Group’s
total assets amounted to HK$6,054,222,000, HK$6,865,973,000, HK$6,608,902,000 and HK$6,389,398,000
as at 31 August 2009, 31 August 2010, 31 August 2011 and 29 February 2012, respectively. The
Group’s total liabilities amounted to HK$3,505,465,000, HK$4,052,878,000, HK$3,570,676,000 and
HK$3,520,282,000 as at 31 August 2009, 31 August 2010, 31 August 2011 and 29 February 2012,
respectively. The Group had a interest bearing debts (excluding bank overdrafts) of HK$2,328,556,000,
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HK$2,555,866,000, HK$2,199,386,000 and HK$2,064,378,000 for the year ended 31 August 2009, 31
August 2010, 31 August 2011 and for the six months ended 29 February 2012 respectively. The Group’s
debt ratio (calculated by dividing total liabilities over total assets) increased from approximately 0.54 as
at 31 August 2011 to approximately 0.55 as at 29 February 2012.

The table below summaries the consolidated statement of cash flows of the Group for the six
months ended 29 February 2012 and for the three years ended 31 August 2011 as extracted from the

2012 Interim Results, 2011 Annual Report and 2010 Annual Report:

Table C - Summary of the consolidated statement of cash flows of the Group

For the six
months ended
29 February For the years ended 31 August
2012 2011 2010 2009
(Unaudited) (Audited) (Audited) (Audited)
HKS'000 HKS'000 HKS'000 HKS'000
Net cash inflows/(outflows)
from/(used in):
—operating activities 84,710 798,212 (218,885) 384,996
—-investing activities (47,826) 134,498 (55,339) (216,307)
—financing activities (210,758) (480,320) 138,578 (41,266)
Net (decrease)/increase in
cash and cash equivalents (173,874) 452,390 (135,646) 127,423
Cash and cash equivalents at
beginning of the period 1,124,552 666,990 799,446 676,714
Effect of foreign exchange rate
changes 204 5172 3,190 (4,691)
Cash and cash equivalents at
end of the period 950,882 1,124,552 666,990 799,446

The Group recorded a net cash inflow from operating activities of HK$384,996,000,
HK$798,212,000 and HK$84,710,000 for the year ended 31 August 2009, and for the year ended 31
August 2011 and for the six months ended 29 February 2012 respectively. For the year ended 31
August 2010, the Group recorded a net cash outflow from operating activities and net decreases in
cash and cash equivalents. As advised by the Company, the net cash inflow from operating activities
decreased significantly from HK$798,212,000 to HK$84,710,000 was mainly due to the difficult economic
environment which led to lower sales and loss making during the period. As shown from the 2011
Annual Report, the net increase in cash and cash equivalents for the year ended 31 August 2011
was mainly due to the increase in profit before taxation and decrease in inventories. The cash and
cash equivalents decreased by approximately 15.4% from HKS$1,124,552,000 as at 31 August 2011 to
HK$950,882,000 as at 29 February 2012 mainly due to the early repayment of certain bank borrowings.
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Having considered that (i) the Group had net cash outflow and net decrease in cash and cash
equivalents of HK$173,874,000 for the six months ended 29 February 2012; (ii) the Group’s debt ratio
increased from 0.54 to 0.55 while its current ratio decreased from 1.60 to 1.39 comparing to the year
ended 31 August 2011 to the six months ended 29 February 2012, respectively; (iii) the Group has been
carrying large amount of interest bearing debts (excluding bank overdrafts) of HK$2,064,378,000 as
well as unfavorable commercial lending market due to issues relating to European sovereign debt; and
(iv) difficult market environment with declining prices of products and higher price for raw materials
purchased earlier, we are of the view that it is necessary and expedient for the Group to preserve its
cash resources and alleviate its present/future liabilities so as to improve the overall liquidity and
financial stability position in view of the current uncertain business and economic environment all over
the world. Therefore, we consider that the Subscription could enable the Company to raise additional
equity funding in order to strengthen its capital base and reduce its indebtedness.

2. Background and reasons for the Subscription and use of proceeds

The Group is an integrated fabric manufacturer and supplier and is principally engaged in textile
and garment businesses including the production and sale of knitted fabric, garments and textile
machinery and the sale of raw yarns, dyed yarns and sewing threads.

Referring to the information contained in the “Business Outlook” section of its final results
announcement and annual report for the year ended 31 August 2011, the Company considered that:

(1) the difficult economic environment in North America and Europe caused by factors
including high unemployment rate and concerns over default of European debts has led to
lower consumer confidence and demand for textile products; and

(2) the market price of knitted fabrics would most likely decline for the next year as the prices
of cotton and cotton yarn had declined substantially since early 2011; and

(3) the Group expected industrial environment in the coming financial year to be very
challenging, especially during the earlier part of the year due to declining prices of
products coupled with relatively higher price raw material inventory purchased earlier
when market prices were higher; and

(4) the Group would seek to expand its sales to the domestic PRC market in order to
compensate for the weaknesses in the export market.

For the three financial years ended 31 August 2011 and the six months ended 29 February 2012,
the Group had a total interest bearing debts (excluding bank overdrafts) of approximately HK$2,329
million, HK$2,556 million, HK$2,199 million and HK$2,064 million respectively. Although the Group
has been reducing its gearing over the past years and total bank borrowings were reducing since fiscal
year 2010, it is still carrying relatively high debt to total equity ratio which was about 72.0% based
on the interest bearing debts (excluding bank overdrafts) of HK$2,064,378,000 and total equity of
HK$2,869,116,000 as at 29 February 2012.
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Giving the situation mentioned above, the executive Directors were reviewing in late 2011 the
operating outlook of the Company and potential challenges that might affect the competitiveness of
the Company. The Company has a relatively high debt to equity ratio, mainly due to two consecutive
years of losses in the financial years ended 31 August 2008 and 2009. Although the Company was
able to refinance part of the then current bank borrowings in November 2011, the executive Directors
were concerned that the tightening lending market could affect the Company’s bargaining power for
refinancing in the near future. Moreover, the Company was told by its bankers that even the interbank
lending market was becoming very tight due to the concerns over the EU debt crisis.

As such, the executive Directors believed that it would be in the interest of the Company to
explore the possibility of raising additional capital in the equity market. Internal discussions between
the executive Directors were held in early December 2011 regarding the possible actions that might
be required to improve the Company’s financial standing. It was determined, among other operational
decisions, that:

i it would be beneficial for the Company to strengthen its raw material supply chain in order
to minimize impact from future raw material price fluctuations;

ii. the Company should accelerate its strategy to further penetrate the domestic PRC market,
due to the risk of further weakness in the export market as a result of worsening EU debt
crisis; and

iii. the raising of additional equity should be pursued given the risk of further tightening of
the lending market again due to worsening EU debt crisis.

As stated in the Letter from the Board, the Board considered that it would be beneficial for the
Company to enter into the Subscription Agreement for the following reasons:

1. it would be beneficial for the Company to raise additional equity so as to reduce its
indebtedness and strengthen its financial position, especially under the concerns that the
commercial lending market may tighten due to issues relating to the EU debt crisis;

2. having considered the background of the Subscriber which has extensive network and
expertise in the raw material supply chain for textiles as well as knowledge of the domestic
market for textile products in China, the Board considered that the Subscriber’s strategic
involvement in the Company would have a positive impact to the Group’s business and
enhance the competitiveness of the Group. Particularly, the Directors believed that
Chinatex, being one of the 500 largest enterprises in China with strong focus on trading
and manufacturing of cotton, wool, yarns & fabrics, home furnishing textiles and garments,
can help promote the Company’s business in China which is relatively underdeveloped
when compared to the Company’s business in the other markets in North America and
Europe;

3. It is the intention of the Company to apply majority of the net proceeds from the
Subscription to the repayment of debt.
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By entering into the Subscription Agreement, the Company is able to raise an equity funding of
approximately HK$511.3 million, approximately not less than 60% (approximately HK$300.0 million)
of the net proceeds from the Subscription would be used towards repayment of bank borrowings.
As advised by the Company, such bank borrowings carry an annual interest rate of HIBOR+3.00%.
After repayment of such bank borrowings, the Group’s total bank borrowings would be reduced to
approximately HK$1,779,691,000 from HK$2,079,691,000 as at 29 February 2012 and interest expenses
of approximately HK$11,580,000 could be saved annually based on the Hang Seng 12 Months Interbank
Offered Rate of 0.86%. Therefore, we consider that the Subscription could help the Company to reduce
its indebtedness and enhance the Group’s financial position.

As stated in the Letter form the Board, Chinatex is under the direct administration of the State-
Owned Assets Supervision and the Administration Commission of the State Council of the PRC and is
one of the 500 largest enterprises in China. It has two core businesses — textiles business and grains
& oils business. The textile business covers the trading and manufacturing of cotton, wool, yarns &
fabrics, home furnishing textiles and garments. Chinatex has its own cotton plantation, cotton ginning
and spinning mills, knit-wear and woven garment manufacturing bases, which are located across the
People’s Republic of China and overseas.

The Directors have been informed by Chinatex that it's strategic goal is to develop the up-stream
and down-stream industries in relation to its core businesses and become an enterprise group with
supply-chain management ability which will make it competitive in the global textile industry.

The global financial and economic crisis around the world since 2008 has given rise to many
challenges in the global textile industry ranging from reduction in global demands from the traditional
export markets to lower costs from other emerging countries to compete with companies with
production operations in China. The Directors have been informed by Chinatex that it is the strategy
of Chinatex to work together with textile companies in China and Hong Kong in order to leverage
resources in the industry in China to deal with these challenges and benefit from opportunities arisen in
this crisis such as the growth of the consumer markets in China as one of the main focus of the Chinese
government’s economic policy for the country for the next five years in particular.

The Directors consider that the business and product line of the Company is complementary
to Chinatex’s existing textile business, and its investment in the Company will bring about promising
prospects to the Company and will be well received in the market. As advised by the Directors, the
Company is recognized in the industry as one of the major 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 Company’s products, including dyed yams, sewing threads
and garments, can also expand Chinatex’s product portfolio. The Company is also a major fabric supplier
to garment manufacturers in over 40 countries that supply to internationally renowned retails brands.
The Company also has production facilities in the PRC, Sri Lanka and Indonesia, with marketing and
representative offices in several countries and a global staff presence.
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The Directors believe that, with Chinatex being a major shareholder of the Company, it can help
promote the Company’s business in China which is relatively underdeveloped when compared to the
other markets in North America and Europe. Shareholders should note that, based on the Subscription
Agreement, there will be some changes to the composition of the Board upon Completion, details
are set out in the Letter from the Board. Such changes mainly reflect the expected involvement of
Chinatex in the Board. Although there is uncertainty as to the impact on the future development of the
Company as a result of such changes in the Board composition, having considered the strong industry
background of Chinatex in the PRC, we agree that the introduction of Chinatex as a major shareholder
of the Company holding approximately 34.0% issued Shares as enlarged by the Subscription (assuming
there is no other change in the issued share capital of the Company between the date of the
Subscription Agreement up to completion of the Subscription Agreement) could help the Company to
pursue its business development in the PRC.

3. Other alternative methods of financing

As advised by the Directors, the Company has been searching for equity fund raising
opportunities over the past few months in view of the forthcoming capital requirements of the Group.
However, in light of the negative market sentiment towards the manufacturing sector and concerns
over the global economic outlook, the Company has been unable to secure interests from financial
institutions at reasonable terms to conduct equity fund raising opportunities such as placing of new
shares, open offer and right issues given the current highly volatile market condition. Apart from equity
financing, the Board has also considered other financing options such as debt financing and bank
borrowings to finance the capital requirements of the Group. Having considered the interest expenses
which would have imposed additional interest burden to the Group and increased the gearing level
of the Group, the Board is of the view that such financing means may not be appropriate to the Group
given its current financial position.

Compared the Subscription to other methods of fund raisings such as placement of new Shares
or other convertible securities and bank borrowing, and taking into account that (i) potential synergies
provided by introducing Chinatex as a major shareholder of the Company; (ii) debt financing and
bank borrowing will incur interest burden to the Company; and (iii) placing of new Shares may not be
desirable alternatives as compared with the Subscription given the negative sentiments in the markets
towards the manufacturing sector and the disappointing financial performance of the company as
set out in the 2012 Interim Results, we concur with the view of the Directors that fund raising by way
of Subscription is fair and reasonable and in the interests of the Company as far as the interest of the
Independent Shareholders as a whole is concerned.

4, Principal terms of Subscription
According to the Subscription Agreement, the principal terms of the Subscription are as follow:
1. Subscription Price: HK$1.25 per Share.
2. No. of Subscription Shares: 409,036,000 Shares, and the Subscription Shares, when issued

and fully paid, will rank pari passu in all respects among themselves and with all the Shares
in issue at the date of allotment and issue of the Subscription Shares.
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Conditions: details of the conditions of the Subscription Agreement are set out in the
Letter from the Board of the Circular.

Guarantee: the Subscriber shall procure the Nominee to duly observe and perform all its
obligations owed to the Company under the Subscription Agreement.

Completion: Subject to fulfilment and/or waiver of the Conditions, Completion shall take
place on the Completion Date provided that it shall be a date no later than the Long Stop
Date being 31 July 2012, or such other dates as the parties may agree in writing.

The Company shall, subject to certain limitations, indemnify Chinatex against liabilities
which Chinatex suffers or incurs by reason of: (i) any of the Company’s warranties being
untrue or inaccurate in a material respect and which have not been remedied or rectified
prior to completion of the Subscription Agreement by the Company and (ii) any failure by
the Company to perform its obligations under the Subscription Agreement.

Chinatex shall indemnify the Company against liabilities which the Company suffers or
incurs by reason of: (i) any of the Subscriber’s warranties being untrue or inaccurate;
and (ii) any failure by the Subscriber to perform its obligations under the Subscription
Agreement.

As stated in the Letter from the Board, the Subscription Price of HK$1.25 per Subscription Share
was determined after arm’s length negotiations between the Company and Chinatex taking into
account the recent market price of the Shares.

The Subscription Price of HK$1.25 represents:

a)

a premium of approximately 32.98% to the closing price of HK$0.9400 per Share as quoted
on the Stock Exchange on the Last Trading Day;

a premium of approximately 30.75% to the average of the closing prices of the Share as
quoted on the Stock Exchange over the last 5 trading days up to and including the Last
Trading Day of approximately HK$0.9560 per Share;

a premium of approximately 28.21% to the average of the closing prices of the Share as
quoted on the Stock Exchange over the last 10 trading days up to and including the Last
Trading Day of approximately HK$0.9750 per Share;

a premium of approximately 22.75% to the average of the closing prices of the Share as
quoted on the Stock Exchange over the last 30 trading days up to and including the Last

Trading Day of approximately HK$1.0183 per Share;

a premium of approximately 27.55% to the closing price of HK$0.980 per Share as quoted
on the Stock Exchange on the Latest Practicable Date;
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f) a discount of approximately 62.9% over the unaudited net asset value of approximately
HK$3.37 per Share as at 29 February 2012 (based on the unaudited consolidated net
assets attributable to owners of the Company of approximately HK$2,677,519,000 as at
29 February 2012 as shown in the Company'’s interim results for the six months ended 29
February 2012 and 794,010,960 Shares in issue as at 29 February 2012); and

g) a discount of 65.03% over the audited net asset value of approximately HK$3.5472 per
Share as at 31 August 2011 (based on the audited consolidated net assets attributable to
owners of the Company of approximately HK$2,838,026,000 as at 31 August 2011 as shown
in the Company'’s annual report for the year ended 31 August 2011 and 794,010,960 Shares
in issue as at 31 August 2011).

Historical performance of Share price
Chart A shows the Subscription Price and the closing prices of the Shares as quoted on the
Stock Exchange during the period commencing from 3 January 2011 to the Latest Practicable

Date (the “Review Period”):

Chart A - Share price performance

HK$ ~——————  Closing Price

"""""" Subscription Price

Source: website of the Stock Exchange (www.hkex.com.hk)

From Chart A, the closing price of the Shares showed a general decreasing trend after
reaching the peak at HK$1.98 on 26 April 2011. Since then, the closing price of the Shares showed
a decreasing trend and reached HK$0.77 on 4 October 2011 which is the lowest closing price
during the Review Period. As illustrated in the chart above, the Subscription Price of HK$1.25 is
around the average closing price of the Shares during the Review Period which is approximately
HK$1.27, but at a premium ranging from 0% to 38.4% for most of the time of the second half of
the Review Period (from 1 September 2011 to 20 April 2012) except for 17 and 18 November 2011
which had a closing pricing of HK$1.28. The Subscription Price represents a premium of 27.55%
over the closing price of the Shares of HK$0.98 per Share as quoted on the Stock Exchange on the
Latest Practicable Date.
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Trading liquidity of the Shares
Chart B sets out the daily trading volume of the Shares during the Review Period:

Chart B - Trading volume of the Shares
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Source: website of the Stock Exchange (www.hkex.com.hk)
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Table D below sets out the monthly trading volume, the average daily number of Shares
traded per month and the respective percentage daily trading volume compared with the issued
share capital and the public float respectively during the Review Period:

Table D - Trading volume of the Shares

Percentage of

Percentage of average daily
average daily  trading volume
trading volume to total number
to total of Shares held

Total monthly Average daily number of by the public
Month trading volume  trading volume Shares in issue Shareholders
(in number (in number of (%) (Note 2) (%) (Note 3)
of Shares) Shares) (Note 1)
2011
January 65,481,666 3,118,175 0.39 0.69
February 17,410,600 967,256 0.12 0.21
March 22,844,554 993,242 0.13 0.22
April 285,860,640 15,881,147 2.00 3.53
May 165,284,710 8,264,236 1.04 1.84
June 53,539,425 2,549,496 0.32 0.57
July 30,132,000 1,506,600 0.19 0.33
August 30,698,000 1,334,696 0.17 0.30
September 28,980,200 1,449,010 0.18 0.32
October 35,320,000 1,766,000 0.22 0.39
November 68,983,000 3,135,591 0.39 0.70
December 18,760,000 938,000 0.12 0.21
2012
January 38,680,000 2,148,889 0.27 0.48
February 62,340,000 2,968,571 0.37 0.66
March 38,006,571 1,727,571 0.22 0.38
April (up to 41,588,157 3,465,680 0.44 0.77
the Latest
Practicable
Date)
Source: website of the Stock Exchange (www.hkex.com.hk)
Notes:
1. Average daily trading volume is calculated by dividing the total trading volume of the Shares for the
month/period by the number of trading days during the month/period.
2. Based on 794,010,960 Shares in issue as at the Latest Practicable Date.
3. Based on 450,310,916 Shares held by public Shareholders as at the Latest Practicable Date.
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As illustrated above, during the Review Period, the average daily trading volume of the
Shares as a percentage of the average total number of issued Shares ranged from 0.12% to
2.00% while the average daily trading volume of the Shares as a percentage of the total number
of Shares held by the public Shareholders ranged from 0.21% to 3.53%. The highest average
daily trading volume of the Shares occurred in April 2011 while the Company issued a positive
profit alert on 31st March, 2011 and subsequently announced the interim results on 29th April,
2011. Since April 2011, the percentage of average daily trading volume of the Shares to the total
number of Shares and to the total number of Shares held by the public Shareholders showed a
general decreasing trend which coincides with the decreasing trend in the closing price of the
Shares as shown in Chart A. Given the low liquidity of the Shares and the fact that it is difficult to
find an underwriter under the current market conditions as analyzed under the section headed
“Other alternative methods of financing” above, we consider that it would be difficult for the
Company to conduct equity fund raising activities such as placing, rights issue or open offer with
similar pricing of that of the Subscription under the current market condition.

Although it is noted that the Subscription Price of HK$1.25 is at approximately 62.9%
discount to the NAV per Share attributable to owners of the Company as at 29 February, 2012,
having considered that (i) the Group’s current ratio and debt ratio deteriorated during the six
months ended 29 February 2012; (ii) as analyzed under the section headed “Other alternative
methods of financing” above, it is difficult to find an underwriter under the current market
conditions with similar pricing term with that of the Subscription; and (iii) the premium of the
Subscription Price of approximately 32.98%, 30.75% and 22.75% over the closing prices of the
Shares on the Last Trading Day, the average closing prices of the Shares of the last five trading
days up to and including the Last Trading day, and the average closing prices of the Shares of the
last 30 trading days up to and including the Last Trading Day, respectively, we consider that the
terms of the Subscription, including the Subscription Price, is fair and reasonable so far as the
interest of the Independent Shareholders as a whole is concerned.

Financial effects of the Subscription
Working capital

According to the 2012 Interim Results, the unaudited current assets and current liabilities
of the Group amounted to HK$4,215,405,000 and 3,032,264,000 respectively as at 29 February
2012, translating into a current ratio (current assets/current liabilities) of approximately 1.39 and
net current assets of HK$1,183,141,000. Upon completion of the Subscription, the liquidity and
cash position of the Group will be improved as the Subscription will facilitate the Company to
raise net proceeds of approximately HK$506.3 million. Accordingly, the net current assets and
current ratio of the Group are expected to be improved upon completion of the Subscription.
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Net asset value

According to the 2012 Interim Results, the Group’s unaudited consolidated net assets
value attributable to owners of the Company as at 29 February 2012 amounted to approximately
HK$2,677,519,000 translating into an unaudited net asset value per Share of approximately
HK$3.37 (based on 794,010,960 Shares in issue as at the Latest Practicable Date). Upon
completion of the Subscription, the net asset value attributable to owners of the Company will
be increased as the Subscription would increase the share capital of the Group. Accordingly,
the completion of the Subscription will have a positive impact on the total net asset value
attributable to owners of the Company. However, Shareholders should note that, since the
Subscription Price of HK$1.25 is at 62.9% discount to the HK$3.37 NAV per share attributable
to owners of the Company as of 29 February 2012, the NAV per share attributable to owners
of the Company will decrease from HK$3.37 as of 29 February 2012 to approximately HKS$2.65
immediately after the completion of the Subscription, assuming the net proceeds of the
Subscription is approximately HK$506,295,000.

Gearing and current ratio

The debt ratio of the Group, being the ratio of total liabilities to total assets, increased from
approximately 0.54 as at 31 August 2011 to 0.55 as at 29 February 2012. Meanwhile, the Group’s
current ratio decreased from approximately 1.60 as at 31 August 2011 to approximately 1.39 as
at 29 February 2012. Upon completion of the Subscription, the Company’s current liabilities and
thus total liabilities will be decreased since majority of the net proceeds will be used to repay the
bank borrowings.

As advised by the Company, the Subscription Agreement would technically trigger
an event of default to its HK$600 million syndicated loan and HK$80 million outstanding
bilateral loan and the Company has already obtained waivers from the relevant banks that the
Subscription and the subsequent change in shareholding structure will not be considered as an
event of default to its HK$600 million syndicated loan and HK$80 million bilateral loan.

Based on the above, the Subscription would have an overall positive effect on the financial
position of the Group in terms of total net asset value, working capital, current ratio and gearing
upon completion. In spite of the dilution effect on the net asset value per Share, the Group’s
overall financial position will be strengthened upon completion of the Subscription. Having taken
into account that (i) the additional funds raised from the Subscription can strengthen the capital
base of the Company and by applying part of the proceeds towards repayment of bank debts can
reduce the gearing of the Group; and (ii) Chinatex, as a well known industry player is expected to
help the Group to further penetrate the domestic PRC market, we are of the view that the dilution
in net asset value per Share of the Group upon completion of the Subscription to be acceptable.
Accordingly, we are of the view that the Subscription is in the interest of the Company and the
Shareholders as a whole.
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6. Effect on the shareholding structure of the Company

As shown in the Letter from the Board under the sub-section headed “ Effect of the Subscription
on shareholding structure”, the shareholding in the Company held by the existing public Shareholders
will be diluted from approximately 56.71% as at the Latest Practicable Date to approximately 37.43%
immediately after the allotment and issue of the Subscription Shares. Notwithstanding the dilution
of the shareholding of the existing public Shareholders, having taken into account the issue of the
Subscription Shares will strengthen the capital base of the Company and enhance the total net asset
value, working capital, current ratio and gearing of the Group, we are of the view that the dilution to the
shareholding of the existing public Shareholders is acceptable so far as the interest of the Independent
Shareholders is concerned.

7. Whitewash Waiver

As set out in the Letter from the Board, Chinatex will be interested in an aggregate of 409,036,000
Shares, representing approximately 34.0% of the issued share capital of the Company as enlarged by
the allotment and issue of the Subscription Shares immediately after completion of the Subscription.
The Ha Family will be interested in 343,630,044 Shares, representing approximately 28.56% of the
issued share capital of the Company upon completion of the Subscription. Under Rule 26 of the
Takeovers Code, Chinatex and parties acting in concert with it, in the absence of the Whitewash Waiver,
would be obliged to make a mandatory general offer for all the Shares and other securities of the
Company not already owned or agreed to be acquired by them as a result of the issue and allotment
of the Subscription Shares. In this regard, Chinatex has made an application to the Executive for the
Whitewash Waiver and the Executive has indicated that the Whitewash Waiver, if granted, will be subject
to, among other things, the approval of the Independent Shareholders at the EGM by way of poll.

The Subscription is conditional upon, among other things, the granting of the Whitewash Waiver
by the Executive and the approval of the Whitewash Waiver by the Independent Shareholders at the
EGM. The aforesaid condition is not capable of being waived. If the Whitewash Waiver is not granted, the
Subscription will not proceed.

Having considered the benefits of the Subscription as mentioned in the previous sections in this
letter, in particular, the subscription will:

(i) strengthen the financial position of the Company;
(ii) reduce the gearing and interest expense burden of the Company;

(iii)  help the Company to further penetrate the PRC market through Chinatex’s network and
experience, and

(iv)  the premium of the Subscription Price to the closing price on the Last Trading Day and the
average closing price of the last five trading days up to and including the Last Trading Day
are 32.98% and 30.75% respectively,

we are of the view that the granting of Whitewash Waiver is fair and reasonable and in the
interests of the Company and the Shareholders as a whole.
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8. Recommendation

Having taken into account the above principal factors and reasons, in particular,

Vi.

the Group’s difficulty in obtaining alternative methods of financing in view of the current
market conditions and the Company’s current financial position;

the Subscription represents the current best available options for the Company to obtain
additional funding for its working capital and future development;

the premium of the Subscription Price of approximately 32.98%, 30.75% and 22.75% over
the closing price of the Shares on the Last Trading Day, the average closing prices of the
Shares of the last 5 trading days up to and including the Last Trading day, and the average
closing prices of the Shares of the last 30 trading days up to and including the Last Trading
Day, respectively;

the Group’s current ratio and debt ratio deteriorated during the six months ended 29
February 2012 and the Subscription would have an overall positive effect on the financial
position of the Group in terms of total net asset value, working capital, current ratio and
gearing upon completion of the Subscription;

majority of the proceeds will be used towards repayment of bank borrowings, thus
improving the Group’s gearing ratio, and reducing its interest burden; and

the synergy effect from Chinatex being a major Shareholder which allows the Company to
further penetrate the PRC market through its network and experience,

we consider that the terms of the Subscription Agreement and the Whitewash Waiver are
conducted on normal commercial terms, fair and reasonable so far as the interest of Independent
Shareholders is concerned, and the Subscription Agreement and the transactions contemplated
thereunder are in the interests of the Company and the Independent Shareholders as a whole. We
also consider that the granting of the Whitewash Waiver is fair and reasonable and in the interests of
the Company and the Independent Shareholders as a whole. Accordingly, we advise the Independent
Shareholders as well as the Independent Board Committee to advise the Independent Shareholders
to vote in favour of the ordinary resolutions to be proposed at the EGM to approve the Subscription
Agreement and the transactions contemplated thereunder and the Whitewash Waiver.

Yours faithfully,

For and on behalf of
Piper Jaffray Asia Limited
Venus Choi
Managing Director
Investment Banking
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NOTICE OF EGM

BEETEGEB) ARSI
Fountain Set (Holdings) Limited

(Incorporated in Hong Kong with limited liability)
(Stock code: 420)

O

NOTICE OF EGM

NOTICE IS HEREBY GIVEN that an extraordinary general meeting of Fountain Set (Holdings)
Limited (the “Company”) will be held at Meeting Room 727, Units 751-759, 7/F, KITEC, 1 Trademart
Drive, Kowloon Bay, Hong Kong on Thursday, 10 May 2012 at 10:00 a.m. or any adjournment thereof
for the purpose of considering and, if thought fit, passing (with or without modifications) the following
resolutions as ordinary resolutions of the Company:

ORDINARY RESOLUTIONS

1. “THAT:

(a)

the conditional subscription agreement dated 3 April 2012 between Chinatex
Corporation* (FElF 4 B A7) (the “Subscriber”) and the Company (the
“Subscription Agreement’, a copy of which is produced to the meeting marked “A”
and initialed by the chairman of the meeting for the purpose of identification) and
all transactions contemplated thereunder and in connection therewith be and are
hereby approved, confirmed and ratified;

the allotment and issue to the Subscriber (or its nominee) of 409,036,000 share(s) of
HK$0.20 each in the capital of the Company (the “Subscription Share(s)”) for cash at
HK$1.25 per Subscription Share in accordance with the terms and conditions of the
Subscription Agreement be and is hereby approved; and

any one director of the Company or any other person authorized by the board of
directors of the Company from time to time, or any two directors of the Company
if the affixation of the common seal is necessary, be and is/are hereby authorised
for and on behalf of the Company to sign, seal, execute, perfect, perform and
deliver all such agreements, instruments, documents and deeds, and do all such
acts or things and take all such steps as he or she or they may in his or her or their
absolute discretion consider to be necessary, desirable, appropriate or expedient to
implement and/or give effect to the Subscription Agreement and the transactions
contemplated thereunder (including the allotment and issue of the Subscription
Shares) and all matters incidental to, ancillary to or in connection thereto, including
agreeing and making any modifications, amendments, waivers, variations or
extensions of the Subscription Agreement and/or the transactions contemplated
thereunder.”

* For identification purpose only
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2. “THAT subject to and conditional on the passing of resolution no.1 as set out in the
notice of this meeting, the waiver granted or to be granted by the Executive Director of
the Corporate Finance Division of the Securities and Futures Commission or any delegate
thereof pursuant to Note 1 of the Notes on Dispensations from Rule 26 of the Code on
Takeovers and Mergers (“Takeovers Code”) of the obligations on the part of the Subscriber
and parties acting in concert with it to make a mandatory general offer to the shareholders
of the Company for all the issued shares and securities of the Company not already owned
or agreed to be acquired by any of them which would otherwise arise under Rule 26.1
of the Takeovers Code as a result of the Subscriber (or its nominee) being allotted and
issued the Subscription Shares (as defined in resolution no.1 as set out in the notice of this
meeting) be and is hereby approved.”

By order of the Board
Fountain Set (Holdings) Limited
HA CHUNG FONG

Chairman
Hong Kong, 24 April 2012
Registered Office:
Block A, 7" Floor
Eastern Sea Industrial Building
29-39 Kwai Cheong Road
Kwai Chung, New Territories
Hong Kong

Notes:

1. A member entitled to attend and vote at the above meeting is entitled to appoint one or more proxies to attend
and, on a poll, to vote instead of him. A proxy need not be a member of the Company.

2. In order to be valid, the form of proxy together with any power of attorney or other authority (if any) under which
it is signed or a notarially certified copy of that power of attorney, must be deposited at the Company’s share
registrar, Tricor Secretaries Limited at 26th Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong, not
less than 48 hours before the time appointed for the holding of the meeting or any adjournment thereof.

3. At the extraordinary general meeting, the Chairman of the Meeting will exercise his power under article 73 of the
Articles of Association of the Company to put the resolutions set out in this notice to be voted by way of poll as
required under the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited and
the Takeovers Code. On a poll, every member present in person (or in the case of the corporation by its corporate
representative) or by proxy shall have one vote for each share of any class of which he is the holder.

4, Completion and return of the form of proxy will not preclude a shareholder of the Company from attending and
voting in person at the meeting convened or any adjournment thereof and in such event, the authority of the
proxy shall be deemed to be revoked.

5. As at the date of this notice, the board of directors of the Company comprises a total of eight Directors, namely,

Mr. Ha Chung Fong, Mr. Ha Kam On, Victor, Mr. Ha Hon Kuen and Dr. Yen Gordon as Executive Directors and Mr.
Ng Kwok Tung, Mr. Wong Kwong Chi, Mr. Chow Wing Kin, Anthony, SBS, JP, and Mrs. Fung Yeh Yi Hao, Yvette as
Independent Non-executive Directors.
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APPENDIX I GENERAL INFORMATION

1. RESPONSIBILITY STATEMENT

This circular includes particulars given in compliance with the Listing Rules and the Takeovers
Code for the purposes of giving information with regard to the Group and the Subscriber.

The Directors jointly and severally accept full responsibility for the accuracy of the information
contained in this circular (other than information relating to the Subscriber, the Nominee and parties
acting in concert with any of them) and confirm, having made all reasonable enquiries, that to the best
of their knowledge, opinions expressed in this circular (other than opinions expressed by the Subscriber
or the Nominee or parties acting in concert with any of them) have been arrived at after due and careful
consideration and there are no other facts not contained in this circular, the omission of which would
make any statement in this circular misleading.

The directors of the Subscriber jointly and severally accept full responsibility for the accuracy of
the information contained in this circular (other than information relating to the Group) and confirm,
having made all reasonable enquiries, that to the best of their knowledge, opinions expressed in this
circular (other than opinions expressed by the Company or the Directors) have been arrived at after due
and careful consideration and there are no other facts not contained in this circular, the omission of
which would make any statement in this circular misleading.

2. SHARE CAPITAL AND SHARE OPTIONS

(1)  Share Capital

The authorised and issued share capital of the Company as at the Latest Practicable Date
were as follows:

Authorised:
1,400,000,000 Shares HK$280,000,000.00
Issued and fully paid up or credited as fully paid up:
794,010,960 Shares HK$158,802,192
All the Shares rank pari passu in all respects, including as to dividends, voting and capital.

There has been no increase in the issued share capital of the Company since 31 August
2011 and up to the Latest Practicable Date.
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(2)  Share Options

As at the Latest Practicable Date, the Company has granted the following share options
pursuant to the share option schemes adopted on 25 January 2002 and 20 January 2011

respectively:

The Directors:

Outstanding share options
No. of options

— Mr. Ha Kam On, Victor 7,900,000
- Mr. Ha Hon Kuen (Notel) 5,000,000
- Dr. Yen Gordon (Note2) 7,900,000
Employees 23,397,000
Total 44,197,000
Notes:

1. Mr. Ha Hon Kuen is the son of Mr. Ha Chung Fong.

2. Dr. Yen Gordon has been granted share options to subscribe for 7,900,000 Shares and, being the spouse of

Ms. Ha Kam Yee (the daughter of Mr. Ha Chung Fong), was also deemed to be interested in share options to

subscribe for 5,000,000 Shares granted to Ms. Ha Kam Yee.

Save as disclosed in the section headed “Share Capital and Share Options”in this Appendix,
there were no options, warrants or conversion rights affecting the Shares outstanding as at the

Latest Practicable Date.

3. MARKET PRICE

The closing prices of the Shares quoted on the Stock Exchange (i) at the end of each of the
calendar months during the period commencing 6 months preceding 3 April 2012, being the date of the
Announcement and ending on the Latest Practicable Date; (ii) on 2 April 2012, being the last Business
Day immediately preceding the date of the Announcement; (iii) the Last Trading Day; and (iv) on the

Latest Practicable Date were as follows:

Date

31 October 2011

30 November 2011

31 December 2011

31 January 2012

29 February 2012

31 March 2012

2 April 2012

Last Trading Day
Latest Practicable Date
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Closing prices of
the Shares

HK$0.95
HK$0.95
HK$0.94
HK$1.04
HK$1.09
HK$0.95
HK$0.94
HK$0.94
HK$0.98
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The highest and lowest closing prices of the Shares as quoted on the Stock Exchange during

the period commencing 6 months preceding 3 April 2012, being the date of the Announcement, and
ending on the Latest Practicable Date were HK$1.29 on 18 November 2011 and HK$0.74 on 3 October
2011 respectively.

4.

(a)

(i)

DISCLOSURE OF INTERESTS

As at the Latest Practicable Date, the interests and short positions, if any, of each Director and the
chief executive of the Company in the Shares, underlying Shares and debentures of the Company
and its associated corporations (within the meaning of Part XV of the SFO) which (i) were required
to be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests or short positions which they were taken or deemed to have under
such provisions of the SFO); or (ii) were required to be and were recorded in the register required
to be kept by the Company pursuant to section 352 of the SFO; or (iii) were otherwise required
to be notified to the Company and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listing Issuers adopted by the Company (the “Model Code”); or (iv)
which were required to be disclosed in this circular pursuant to the requirements of the Takeovers
Code, were as follows:—

Long position in Shares

Approximate

Number of Shares interested as % of the

Company'’s

issued share

capital as

at the Latest

Beneficial Other Practicable

Name of director owner interests Total Date

Mr. Ha Chung Fong 34,280,000 212,108,948 246,388,948 31.03
(Note)

Mr. Ha Kam On, Victor 90,841,096 - 90,841,096 11.44

Dr. Yen Gordon 6,400,000 - 6,400,000 0.81

Mrs. Fung Yeh Yi Hao, Yvette 70,000 - 70,000 0.01

Note:  Mr. Ha Chung Fong was deemed to be interested in 212,108,948 shares in the Company by virtue of the
set up of the Ha Trust.
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(ii)

Long positions in underlying Shares

Number of Number of
Name of director Capacity options held underlying shares
Mr. Ha Kam On, Victor Beneficial owner 7,900,000 7,900,000
Mr. Ha Hon Kuen Beneficial owner 5,000,000 5,000,000
Dr. Yen Gordon Beneficial owner 7,900,000 7,900,000
Dr. Yen Gordon Interest of spouse 5,000,000 5,000,000

Save as disclosed above, as at the Latest Practicable Date, so far as was known to the
Directors, none of the Directors or the chief executive of the Company had any interests or
short positions in any Shares or underlying Shares or interests in debentures of the Company
and its associated corporations (within the meaning of Part XV of the SFO) which required to
be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests or short positions which they were taken or deemed to have under
such provisions of the SFO), or which were required, pursuant to section 352 of the SFO, to be
entered in the register referred to therein, or which were required, pursuant to the Model Code,
to be notified to the Company and Stock Exchange, or which were required to be disclosed in this
circular pursuant to the requirements of the Takeovers Code.

As at the Latest Practicable Date, the following persons (other than a Director or chief executive
of the Company) or corporations who had an interest or a short position in the Shares and
underlying Shares which would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO:

Approximate
percentage of
the Company’s

Name of substantial issued shares
shareholder Number of Shares Capacity capital
Ms. Tang Kuen Mui 246,388,948 Spouse interest 31.03

(Notes 1 and 3)

Newcorp Ltd. 212,108,948 Interest of corporation 26.71
(Notes 2 and 3) controlled
Chinatex Corporation 409,036,000 Beneficial owner 51.52
(Note 4)
Notes:
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 Ltd. as well.
2. Newcorp Ltd. is the sole shareholder of Trustcorp Limited, is the trustee of the Ha Trust.

3. The interests of Mr. Ha Chung Fong, Ms. Tang Kuen Mui and Newcorp Ltd. were duplicated.
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4. Chinatex’s interest in the Shares was calculated based on the Company’s issued share capital of 794,010,960
Shares as at the Latest Practicable Date. Immediately after Completion (assuming that there is no change in the
issued share capital of the Company other than the issue of the Subscription Shares up to Completion), Chinatex’s
interest in the Shares would be approximately 34% based on the Company’s enlarged issued share capital of
1,203,046,960 Shares taking into account the Subscription Shares.

Save as disclosed above, as at the Latest Practicable Date, none of the Directors nor the chief
executive of the Company was aware of any other person (other than a Director or chief executive of the
Company) or corporation who had an interest or short position in the Shares or underlying Shares which

would fall to be disclosed to the Company under the provisions of Divisions 2 and 3 of Part XV of the

SFO.

5. SHAREHOLDINGS AND DEALINGS PURSUANT TO THE TAKEOVERS CODE

(a) As at the Latest Practicable Date:

(i)

(ii)

(iii)

(iv)

(vi)

(vii)

the Subscriber had no shareholdings (as defined under Note 1 to paragraph 4 of
Schedule | of the Takeovers Code), convertible securities, warrants, options and
derivatives in the Company;

none of the directors of the Subscriber was interested in any shareholdings
(as defined under Note 1 to paragraph 4 of Schedule | of the Takeovers Code),
convertible securities, warrants, options and derivatives in the Company;

none of the persons acting in concert with the Subscriber owned or controlled
any shareholdings (as defined under Note 1 to paragraph 4 of Schedule | of the
Takeovers Code), convertible securities, warrants, options and derivatives in the
Company;

neither the Subscriber nor any persons acting in concert with it had borrowed or
lent any shareholdings (as defined under Note 1 to paragraph 4 of Schedule | of
the Takeovers Code), convertible securities, warrants, options and derivatives in the
Company;

the Company had no shareholdings (as defined under Note 1 to paragraph 4 of
Schedule | of the Takeovers Code), convertible securities, warrants, options and
derivatives in the Subscriber;

none of the Directors was interested in any shareholdings (as defined under Note 1
to paragraph 4 of Schedule | of the Takeovers Code), convertible securities, warrants,
options and derivatives in the Subscriber;

save as disclosed in the section headed “5. Effect of the Subscription on
Shareholding Structure” in the Letter from the Board of this circular, none of the
Directors was interested in any shareholdings (as defined under Note 1 to paragraph
4 of Schedule | of the Takeovers Code), convertible securities, warrants, options and
derivatives in the Company;
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(viii)

(xi)

(xii)

no shareholdings (as defined under Note 1 to paragraph 4 of Schedule | of the
Takeovers Code), convertible securities, warrants, options and derivatives in the
Company was owned or controlled by any subsidiary of the Company or by a
pension fund of any member of the Group or by an adviser to the Company as
specified in class (2) of the definition of “associate” under the Takeovers Code but
excluding exempt principal traders;

no shareholdings (as defined under Note 1 to paragraph 4 of Schedule | of the
Takeovers Code), convertible securities, warrants, options and derivatives in the
Company were managed on a discretionary basis by fund managers (other than
exempt fund managers) connected with the Company;

all the executive Directors (being members of the Ha Family) will not cast any vote in
respect of their respective shareholdings at the EGM in relation to the Subscription
Agreement or the Whitewash Waiver as they are required to abstain from voting at
the EGM in respect of their respective beneficial shareholdings in the Company;

Mrs. Fung Yeh Yi Hao, Yvette, the independent non-executive Director, has indicated
her intention, in respect of her beneficial shareholdings in the Company to vote for
the Subscription Agreement and the Whitewash Waiver; and

there were no shareholdings, convertible securities, warrants, options and
derivatives (as defined under Note 1 to paragraph 4 of Schedule | of the Takeovers
Code) in the Company which the Company or the Directors has/have borrowed or
lent.

During the period beginning 6 months prior to 3 April 2012, being the date of the
Announcement, and ending on the Latest Practicable Date:

(i)

(iii)

(iv)

save for the Subscription Agreement, neither the Subscriber nor any persons acting
in concert with it had dealt for value in any shareholdings (as defined under Note 1
to paragraph 4 of Schedule | of the Takeovers Code), convertible securities, warrants,
options and derivatives in the Company;

none of the directors of the Subscriber had dealt for value in any shareholdings
(as defined under Note 1 to paragraph 4 of Schedule | of the Takeovers Code),
convertible securities, warrants, options and derivatives in the Company;

the Company had not dealt for value in any shareholdings (as defined under Note 1
to paragraph 4 of Schedule | of the Takeovers Code), convertible securities, warrants,
options and derivatives of the Subscriber;

none of the Directors had dealt for value in any shareholdings (as defined under

Note 1 to paragraph 4 of Schedule | of the Takeovers Code), convertible securities,
warrants, options and derivatives of the Subscriber;
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(v)  none of the Company’s subsidiaries, pension fund of any member of the Group or
adviser to the Company as specified in class (2) of the definition of “associate” under
the Takeovers Code but excluding exempt principal traders had dealt for value in
any shareholdings (as defined under Note 1 to paragraph 4 of Schedule | of the
Takeovers Code), convertible securities, warrants, options and derivatives of the
Company;

(vi)  no fund manager (other than exempt fund managers) connected with the Company
had dealt for value in any shareholdings (as defined under Note 1 to paragraph 4
of Schedule | of the Takeovers Code), convertible securities, warrants, options and
derivatives of the Company which were managed on a discretionary basis;

(vii)  there were no shareholdings (as defined under Note 1 to paragraph 4 of Schedule |
of the Takeovers Code), convertible securities, warrants, options and derivatives in
the Company which the Subscriber or parties acting in concert with it has borrowed
or lent; and

(viii) the following Directors have dealt for value in the shareholdings (as defined under
Note 1 to paragraph 4 of Schedule | of the Takeovers Code), convertible securities,
warrants, options and derivatives of the Company:

(1 on 29 November 2011, Mr. Ha Chung Fong transferred 2,066,000 Shares to
his son, Mr. Ha Kam On, Victor at the aggregate nominal consideration of
HK$1.00; and

(2) on 7 December 2011, the Ha Trust (which was set up by Mr. Ha Chung Fong)
transferred 67,973,096 Shares in the Company to his son, Mr. Ha Kam On,
Victor at the aggregate nominal consideration of HK$1.00;

Save as disclosed above, none of the Directors had dealt for value in any shareholdings (as
defined under Note 1 to paragraph 4 of Schedule | of the Takeovers Code), convertible securities,
warrants, options and derivatives of the Company.

6. VOTING ON THE WHITEWASH WAIVER

(a)

As at the Latest Practicable Date, no person had, prior to the posting of this circular,
irrevocably committed himself/herself/itself to vote for or against the Subscription or the
Whitewash Waiver.

Only the Independent Shareholders will be entitled to vote on the resolutions to
approve the Subscription Agreement and the transactions comptemplated thereunder
and the Whitewash Waiver at the EGM. Mr. Ha Chung Fong, Mr. Ha Kam On, Victor and
Dr. Yen Gordon were involved in the negotiations and discussions of the terms of the
Subscription with the Subscriber. The Ha Family is therefore regarded as being “involved
in” the Subscription under Note 1 on dispensations from Rule 26 of the Takeovers Code.
Accordingly, Mr. Ha Chung Fong, Mr. Ha Kam On, Victor, Dr. Yen Gordon, the Ha Trust and
parties acting in concert with any of them will abstain from voting in respect of their
respective shareholdings at the EGM in respect of on the resolutions to approve the
Subscription and the Whitewash Waiver.
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(0)

The Subscriber, its ultimate beneficial owners and parties acting in concert with any of
them do not currently hold and will not, at the time of the EGM hold, any Shares and
accordingly will not vote on any of the resolutions.

7. ARRANGEMENTS IN CONNECTION WITH THE SUBSCRIPTION

(a)

(9)

As at the Latest Practicable Date, save for the terms contained in the Subscription
Agreement, there was no agreement, arrangement or understanding (including any
compensation arrangement) between the Subscriber or any person acting in concert with
it and any Director, recent Director, Shareholder or recent Shareholder of the Company
which had any connection with or dependence upon the Subscription and/or the
Whitewash Waiver.

As at the Latest Practicable Date, there was no agreement, arrangement or understanding
existing whereby any securities to be acquired pursuant to the Subscription will be
transferred, charged or pledged to any other persons.

As at the Latest Practicable Date, there was no agreement, arrangement or understanding
for any benefit to be given to any Director as compensation for loss of office or otherwise
in connection with the Subscription and/or the Whitewash Waiver.

As at the Latest Practicable Date, there was no agreement or arrangement between any
Director of the Company and any other person which is conditional on or dependent upon
the outcome of the Subscription and/or the Whitewash Waiver or otherwise connected
with the Subscription and/or the Whitewash Waiver.

As at the Latest Practicable Date, no arrangement of the kind referred to referred to in Note
8 to Rule 22 of the Takeovers Code existed between any person and the Subscriber or any
person acting in concert within Subscriber.

As at the Latest Practicable Date, no arrangement of the kind referred to in Note 8 to Rule
22 of the Takeovers Code existed between any person and the Company or any person
who is an associate of the Company by virtue of classes (1), (2), (3) or (4) of the definition of
“associate” under the Takeovers Code.

As at the Latest Practicable Date, no material contract had been entered into by the
Subscriber in which any Director has a material personal interest.

8. DIRECTORS’ SERVICE AGREEMENTS

Mr. Ha Kam On, Victor (“Mr. Victor Ha") had entered into a service agreement with the Company
dated 1 April 2009 in relation to his appointment as the executive Director and Group General Manager
which commenced on 1 April 2009 (the “2009 Service Agreement”). The fixed remuneration under the
2009 Service Agreement was HK$2,453,760 per annum, subject to review on a periodic basis by the
Board, and as at the Latest Practicable Date, the fixed remuneration of Mr. Victor Ha was HK$3,816,960
per annum. The 2009 Service Agreement is terminable by either the Company or Mr. Victor Ha by
giving not less than 12 month’s advance notice in writing. Pursuant to the 2009 Service Agreement,
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the Company may pay to Mr. Victor Ha a discretionary bonus, of such amount as the Board shall in its
absolute discretion determine for his services rendered, payable at such time as the Company may
decide. The 2009 Service Agreement was a replacement of a previous service contract entered into
between Mr. Victor Ha and Higon Enterprises Limited (“Higon”), a subsidiary of the Company, relating
to his appointment as a director and general manager of Higon commencing on 21 December 2002
(the “2002 Service Agreement”). The fixed remuneration under the 2002 Service Agreement was
HK$3,276,000 per annum, subject to review in accordance with Mr. Victor Ha's performance and Higon'’s
remuneration policy. Pursuant to the 2002 Service Agreement, Higon may, pursuant to its business
results during the relevant financial year preceding September of each calendar year, also pay to Mr.
Victor Ha a discretionary bonus of such amount as the board of Higon shall in its absolute discretion
determine for his services rendered.

Save as disclosed above, as at the Latest Practicable Date, none of the Directors had entered,
or proposed to enter, into a service contract with any member of the Group (excluding contracts
expiring or determinable by the relevant member of the Group within one year without payment of
compensation (other than statutory compensation)), nor has any of the Directors entered into any
service contract with any member of the Group or associated companies of the Company which:

(a) (including both continuous and fixed term contracts) have been entered into or amended
within 6 months before 3 April 2012, being the date of the Announcement;

(b)  are continuous contracts with a notice period of 12 months or more; or
(c) are fixed term contracts with more than 12 months to run irrespective of the notice period.
9. LITIGATION

As at the Latest Practicable Date, there is no material litigation to which the Company or any of its
subsidiaries is, or may become, a party.

10. MATERIAL CONTRACTS

The following contracts (not being contracts entered into in the ordinary course of business)
have been entered into by the members of the Group after the date of two years before the date of
the Announcement and up to and including the date of issue of this circular and which are or may be
material:

(@)  the agreement dated 29 February 2012 entered into between Ocean Yarn Dyeing Factory
Limited (“Ocean Yarn”), a wholly-owned subsidiary of the Company as vendor, Maxy Rich
Investments Limited (“Maxy Rich”) as purchaser and the Company pursuant to which
Ocean Yarn has agreed to sell, and Maxy Rich has agreed to purchase, 1 share of US$1 in
New Achieve Investments Limited (“New Achieve”) (the “Sale Share”) and the shareholder’s
loan in the principal amount of US$12,000,000 due from New Achieve to Ocean Yarn which
was unsecured, non-interest bearing and repayable on demand (the “Sale Loan”) at the
aggregate consideration of RMB90,000,000 payable by Maxy Rich for the Sale Share and
the Sale Loan; and
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(b)

the Subscription Agreement.

11.  EXPERT

The following is the qualification of the expert who has provided its opinion or advice, which is
contained in this circular:

Name

Qualification

Piper Jaffray Asia Limited a corporation licensed under the SFO to carry out business

in type 1 (dealing in securities) and type 6 (advising on
corporate finance) regulated activities

As at the Latest Practicable Date, the above expert did not have any shareholding interest
whether directly or indirectly in any member of the Group or any right, whether legally enforceable or

not, to subscribe for or to nominate persons to subscribe for securities in any member of the Group.

The above expert has given and has not withdrawn its written consent to the issue of this circular

with the inclusion therein of its letter and references to its name and advice or opinion in the form and
context in which they respectively appear.

12.  GENERAL

(a)

The registered office of the Subscriber is situated at Chinatex Mansion, No. 19
Jianguomennei Street, Beijing, PRC. The directors of the Subscriber are Mr. Zhao Boya, Mr.
Wang Wende, Mr. Luan Richeng, Mr. Ren Chuanjun, Mr. Zhang Jianhua, Mr. Wang Shuyan,
Mr. Shen Sibao, Mr. Shen Anqin, and Ms. Gao Lili. .

The registered office and principal place of business of the Company is situated at Block
A, 7th Floor, Eastern Sea Industrial Building, 29-39 Kwai Cheong Road, Kwai Chung, New

Territories, Hong, Kong.

The share registrar and transfer office of the Company is Tricor Secretaries Limited at 26th
Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong.

The company secretary of the Company is Mr. Wong Kin Man who is a member of the Hong
Kong Institute of Certified Public Accountants.

In the event of any inconsistency, the English language text of this circular shall prevail
over the Chinese language text.
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13. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection at (i) Block A, 7th Floor, Eastern
Sea Industrial Building, 29-39 Kwai Cheong Road, Kwai Chung, New Territories, Hong Kong during
normal business hours on any weekday, except public holidays; (ii) on the Company’s website at www.
fshl.com; and (iii) on the website of the SFC at www.sfc.hk from the date of this circular up to and
including 10 May 2012:

(a)

(b)

the memorandum and new articles of association of the Company;
the articles of association of the Subscriber;

the audited consolidated accounts of the Group for each of the two financial years ended
31 August 2010 and 2011;

the unaudited consolidated interim accounts of the Group for the six months ended 29
February 2012;

the letter from the Independent Board Committee, the text of which is set out in this
circular;

the letter from the Independent Financial Adviser, the text of which is set out in this
circular;

the service contract referred to in the section headed “Directors’ Service Agreements” in
paragraph 8 of this Appendix;

the contracts referred to in the section headed “Material Contracts” in paragraph 10 of this
Appendix; and

the written consent referred to in the section headed “Expert” in paragraph 11 of this
Appendix.
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1. STATEMENT OF INDEBTEDNESS
Borrowings

As at the close of business on 29 February 2012, being the latest practicable date for the
purpose of this statement of indebtedness prior to the printing of this circular, the indebtedness
of the Group was as follows:

(i) unsecured bank borrowings in the amount of approximately HK$1,664,684,000 due
within one year;

(i) unsecured bank borrowings in the amount of approximately HK$384,387,000 due
after one year;

(iii)  secured bank borrowing in the amount of approximately HK$15,307,000 due within
one year (Note);

(iv)  unsecured bank overdrafts in the amount of approximately HK$15,313,000 due
within one year; and

(v) unsecured amounts due to non-controlling shareholders in the amount of
approximately HK$80,100,000 which are non-interest bearing and repayment on
demand.

Note:  The bank borrowing is secured by life insurance policies which insured against the death of certain key
members of management of the Group.

Save as aforesaid and apart from intra-group liabilities, at the close of business on 29
February 2012, the Group did not have any outstanding mortgages, charges, debentures or other
loan capital or bank overdrafts, loans, debt securities or other similar indebtedness, liabilities
under acceptances or acceptances credits or hire purchase commitments, or any guarantees.

The Directors have confirmed that, save as disclosed above, there has not been any
material change in the indebtedness and contingent liabilities of the Group since 29 February
2012 and up to the Latest Practicable Date.

For the purpose of the above indebtedness statement, foreign currency accounts have
been translated into Hong Kong Dollars at the approximately rates of exchange prevailing at the
close of business on 29 February 2012.

Disclaimer

Save as aforesaid and apart from intra-group liabilities and normal trade and bills payables
in the ordinary course of business, the Group did not have any bank borrowings, bank overdrafts
and liabilities under acceptances or other similar indebtedness, debentures or other loan capital,
mortgage, charges, finance leases or hire purchases commitments, guarantees or other material
contingent liabilities outstanding at the close of business on 29 February 2012.
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2. MATERIAL CHANGE

Save as disclosed in the interim report of the Company for the six months ended 29 February

2012 and information contained in this circular, in particular the matters as set out below, the Directors

confirm that there was no material change in the financial or trading position or outlook of the Group
since 31 August 2011, being the date to which the latest published audited financial statements of the
Group were made up, up to the Latest Practicable Date:

(i)

(i)

(iii)

Ocean Yarn Dyeing Factory Limited (“Ocean Yarn”), a wholly-owned subsidiary of the
Company as vendor, Maxy Rich Investments Limited (“Maxy Rich”) as purchaser and the
Company has entered into the agreement dated 29 February 2012 pursuant to which
Ocean Yarn has agreed to sell, and Maxy Rich has agreed to purchase, 1 share of US$1 in
New Achieve Investments Limited (“New Achieve”) (the “Sale Share”) and the shareholder’s
loan in the principal amount of US$12,000,000 due from New Achieve to Ocean Yarn which
was unsecured, non-interest bearing and repayable on demand (the “Sale Loan”) at the
aggregate consideration of RMB90,000,000 (the “Consideration”) payable by Maxy Rich by
two installments. The disposal of the Sale Shares and the Sale Loan has been completed.
As at the Latest Practicable Date, the first installment of the Consideration in the sum of
RMB72,000,000 (equivalent to approximately HK$87,805,000) has been received by the
Group. The second installment of the Consideration is payable by Maxy Rich in accordance
with the terms of the said agreement. Please refer to the announcement of the Company
dated 29 February 2012;

the Group has entered into the Subscription Agreement, details of which are set out in the
announcement of the Company dated 3 April 2012; and

the financial performance and financial and trading position of the Group as set out in the
interim report of the Company for the six months ended 29 February 2012, in particular,
the Group has recorded an unaudited loss attributable to owners of the Company of
approximately HK$157.6 million for the six months ended 29 February 2012.
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3. FINANCIAL SUMMARY

The following information is extracted from the audited consolidated financial statements of
the Group for the three years ended 31 August 2009, 2010 and 2011 and the unaudited consolidated
financial statements of the Group for the six months ended 29 February 2012:

For the
six months
ended 29
February For the year ended 31 August
2012 2011 2010 2009
(Unaudited) (Audited) (Audited) (Audited)
HK$'000 HKS’000 HKS’000 HK$'000
Revenue 3,207,910 7,593,889 6,148,949 5,451,492
Cost of sales (2,958,605) (6,429,052) (5,154,109) (4,607,480)
Gross profit 249,305 1,164,837 994,840 844,012
Other income 34,578 54,967 70,351 64,794
Government grants (Note 1) 37,874 - - -
Gain on disposal of assets classified
as held for sale (Note 1) - - - 104,657
Gain on disposal of property
interests (Note 1) - - 96,387 -

Reversal of impairment loss on

property, plant and equipment

(Note 1) - - 1,813 -
Reversal of impairment loss,

net of additional depreciation

provided on transfer of assets

classified as held for sale to

property, plant and equipment

(Note 1) - - - 11,094
Distribution and selling expenses (99,549) (189,496) (244,071) (304,482)
Administrative expenses (325,913) (613,459) (560,564) (585,072)
Other expenses (1,043) (22,281) (59,006) (75,959)
Impairment loss on assets classified

as held for sale (Note 1) - - (1,801) -
Impairment loss on property, plant

and equipment (Note 1) - - (419) (2,456)
Net gain on disposal of subsidiaries

(Note 1) - 20,212 766 -
Finance costs (37,509) (71,589) (48,201) (48,308)
(Loss) profit before taxation (142,257) 343,191 250,095 8,280
Income tax expense (16,735) (103,473) (6,516) (12,475)
(Loss) profit for the period/year (158,992) 239,718 243,579 (4,195)
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For the
six months
ended 29
February For the year ended 31 August
2012 2011 2010 2009
(Unaudited) (Audited) (Audited) (Audited)
HKS’000 HKS’000 HKS'000 HK$’000
(Loss) profit for the period/year
attributable to:
Owners of the Company (157,628) 210,886 223,798 (48,928)
Non-controlling interests (1,364) 28,832 19,781 44,733
(158,992) 239,718 243,579 (4,195)
Dividends - 7,940 7,940 -
Dividends per share - HK1.0 cent HK1.0 cent -
(Loss) earnings per share
Basic HK(19.9) cents HK26.6 cents HK28.2 cents HK(6.2) cents
Diluted HK(19.9) cents HK26.6 cents N/A N/A
Total assets 6,389,398 6,608,902 6,865,973 6,054,222
Total liabilities 3,520,282 3,570,676 4,052,878 3,505,465
Net assets 2,869,116 3,038,226 2,813,095 2,548,757
Cash and cash equivalents 950,882 1,124,552 666,990 799,446
Equity attributable to owners
of the Company 2,677,519 2,838,026 2,633,325 2,393,881
Notes:
1. Exceptional items for the three years ended 31 August 2009, 2010 and 2011 and six months ended 29 February
2012.
2. There were no extraordinary item for the three years ended 31 August 2009, 2010 and 2011 and six months ended
29 February 2012.
3. Final dividends in respect of 2010 and 2011 at HK1 cent per share were paid during 2010 and 2011.
4, No qualified opinion had been given in the auditor’s report issued by Deloitte Touche Tohmatsu, Certified Public

Accountants in respect of the three financial years ended 31 August 2011.
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REERGIEXVE 2 RE) 2RD - HEROREERY  BHEHEKBEESK
HERPIEXVERETRESD B2 R ENERRTARBRIeEER AR (BER
ZRBEFSRBERVI2EBRAEHEESIRAEEZERZIAR)  Hi)ES
ARDERBEESRBEKRHEIRAEFE2ELRMzER XA 5 H(iii)A
READBARMZ(ET LA ESETRSF RS Z2EZESTR) ((ZEFA]) ME
KRB RBRAZERRAR  RVRBRETRAZCREERABRABEZ
ERERAE(WAE)WT :

(i) MRERGHGHFE

EEXAT

HEERNKENEE NREEKR

a{THHEZ

B ITIRA

EEHA EREEAN HitER HE 2%

EMFRE 34,280,000 212,108,948 246,388,948 31.03
(H1:E)

ERTEE 90,841,096 - 90,841,096 11.44

BE®ELT 6,400,000 - 6,400,000 0.81

BEEELZ L 70,000 - 70,000 0.01

Bzt - BTSSR R S Ha Trust T #1418 £ 78212,108,948 AN A B R HE B #E= o
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(ii)

(b)

RHEFARRNEFE
EENZ 5% FiisiE iR R B HEA &
ERTEE ExEEA 7,900,000 7,900,000
BEREE EREEA 5,000,000 5,000,000
BE®EBL EREEA 7,900,000 7,900,000
BEW®ELT m B 5,000,000 5,000,000

BREXFIRBEEN RERERTTES  ESHA ARAEBRIT
HAHRBEEARARAREAEEE (KRS RAEMRHEXVEZEE) MR
DREERDIEER P EEEMARBERSFRAERAEXVEBFE7RED A
RENEARARBIzEal AR (BRESERERSRBERN 2EH
REREFSIRABEB2EEIAR) s RAVNALXRARBEES RPEERDE
MR EFECELMzREI AR  IEMBREETIANG AR A KB FR
ZEBRAR  AARBUBTAZAERTIBRARE 2 ERIKE -

REREBETTEH  TIHAL (EZRARFTHRERRIN) SUEER KD K
HMERDTFEERBERZ R MERAIEXVERFE2RE3D BRI AMA D A KE
ZERIIKE

EEXRATIEE1T

TERFEHRE BE K e8 5% A 2 8 49%

BBk 2 + 246,388,948 e 18 = 31.03
(Brat1X3)

Newcorp Ltd. 212,108,948 Fr 22 ) £ B B9 FE 2 26.71
(ftat2k3)

& 409,036,000 EXEEA 51.52
(Ktat4)

Rrat -

1. EMRFREZEBSHBHRLZTIWRBRERT 4 KNewcorp Ltd Fr¥EH 2 R0+ ¥
B

2. Newcorp Ltd.J3Trustcorp Limited Z H — IR 3R > BHa TrustZ ZFEA ©

3. EMFERE BB L L KNewcorp Ltd 2 EREE ©
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4. FHRBROZ2ERDREBEARARARGRABR T HE 2B 2 1TIRA794,010,9608% i% 17
FE - BHEERE (BRERZBITRBRON BEZHLE  AATFZEBITRALE
#E)  TRRERD > PHRBROZERZENARQTLERS B1TIZA1,203,046,960
IR B 17 2 #934% ©

BREXNFIRBEIN  RERERATTESR  ESHARFIATHARGESNETAE
AEMAL (ESEHARATERARRN) SUEZERROIBERG T EEREE S
REIERGIEXVARE 2R B30 MR L AR AR R WE 2 EHHAR °

5. REBWETIHREREEZHE
(@) RERERATHH:

() RBALEAXAQT2RE(REBBETRMR -F4RMEIRE 2R
) IBRKRES  AREE BRERITTEIR

(i) RBAZESHMERA QT 2AEMRE RWE T AIM R —F4RMEE
FREZER) THRRES RAREXR BRERTEIAETESR

FEH

(i) RBAZ-BITHALBREREINEZH AT 2EMARE (REEBEST
AIFf R —SBARME VIR E 2 HE) - TRRES  DRER - BR
BEROTETER

(iv) RBAREEA-—FTBHAIREGASIEL AR T 2 EMRBRE (%
W iE<r B3R —SBARME VTR E 2R E) ~ ATRRES - RRER
BRERTEIR

(v) AAFWERBAZRE (RWETRIM R - B4R IR E 2 &
) AIBRRKRES  BREE BRERITTEIAR

(vi) BEESBMERIBEAZEMARE (R RIM R —F4RMFE 1R
EZHE)  ATRKRES  RDRER - BRERTETIAERESES

(viii BRANBRESSRGSABBEERERBEHE | —HRAREEN

BEETRAD T2 EARE GRUET UM R — BRI RE
ZRE)  TRRES  RRAE  WRERITET A EE RS
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(viii)

(ix)

(xi)

(xii)

ARBAEAMBRARRNAEEEARERRA ZERRESHRBEWET
AHBAT IERZ2EQEMEZALTERB (EFNBEERR2BE
EE®) BEES IE S A D M RE (R U <7 RIKT 3R — 48R
AITREZRE) - TBRRES - AREE - BRERITETA

AP zRERBBTAMR -SB4RMETIIREZRER) » TR
B RARER BRERTETIAMEREAQNTGERENESE
B (ERR2ESEERIN U2 REZXTFIAERE

EEATES (ERRERE) SFTERREZTBEZRERRRE
HAELHABHBRIEARRETENRE  ERAREARER
BREBHIASELARETARA DA CEGREETRE

BYFNTESHERBLLICHBERA LA CEERERERRE
ERRBHERBEARRZER R

RAARHEEHMEEARNHEAQ T 2EMRE (RIWETRIMR—
BARMEVIRAE 2 HEE) - TRRIES RREE BRERTE
THo

REZ2-——FNA=ZH(AZEEH AAEAETBERRERTITH
HIEHAR -

(i)

(i)

(iii)

(iv)

BRRBHZEN  RBARE-BTHAIBREETEABELAQFAR
B REBTANR -FIBRMEIARAEZERE) » TERRES AR
BEE BRERTEIACZEEREERES

RBASESREETEMNARAQARE (RWETRIK R —584R
M1 RE 2 RE)  ATRRES  RREE  BRERITETIAZ
BEREEE

RATBEETHEBERE AMERE (2 UUEE <7 RIM &R — SB4ER M &E
FRREZESE) ABRREZ RAREZ BRERTETLREZEE

BESHMEETENABERE AR RAE (RWE < B & — B4R
AITRECRE)  ATRRES  RREE  BRERTETIAEZE
BEREESHE:
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(v) ARBAZHMBRAR AEBEMHELATAZRARESHREWE A
[BMBAT |IERZ2EQEMEZAQXAER (ETERERRELE
Bi) SEETEAABA D EMEMRE (R UEE <7 BIM &R — 4R
AIFREZERSE)  WBRREZ  RBRER BRERTETIAEZE
BEREEEHE:

(vii EAQNBERENESKE (BREESEERMN MEETERU
PRZAFTANEEZARDTAMEARE (UL <7 A 3k — S54ER F &1
FRRAEZER) F#RREZ RREZR BRERTETLAREZEE

(vii) REBARE-BUTE A LBEDADE B A2 B RE (RS < B
R-BARMEVIRAEZHEE) - TRRES ARER - BRER
PTTETARE R

(vii) ATEBEETARARE ZRWETFRIMKR -SB4RMF1TFTREZ
HE)  IBRRES  RARER - BRERITETIAZBEREERSR:

(1) RIZEBE——F+—HB=Z+hB ERFTEUEREBLKE.00
B T E2,066,000 D FTEHRFERZLE K

2) MN-ZZE——F+=-HtH HaTrust(EREMTEAERZIL) U
BEHRRE1.00/8 TEE67,973,006 A ATRND TEHRFE
WERE

BREXFIIREEIN  BIEESCETARRDEMRE - TRRES - BREE -
BRERTETIREZAEREEE -

6. BMAERBREKE

(a)

REERERATTEE  WEEMALRABRTE 2/ T A #E it ReEH
REERIREABSEYLFAHAR

EBYRREEERNBRREINAE LR EEREIBHERBUERET2
RERBEBRRZRBRETRE -ERFTALE ERZLERBEHE
TES2HEIBAEBRIBABIR 2GR Bt REWETRI26
reHed®  ERFIBERAEA2EIABIE B ERFEE - E
BLEE BEREL  Ha TustRIE 2 EM —BITBHALERERKE
ERZRENBRREIASELAEERERBIERBAREIRERE
TRE-
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(0 RBA HERKEZBEAARBRSEMALZ -HTHALHEBEIEAR
FEITH

B34 Bl K MAEREEARE  BiETEREERBREST

7. HRREEHARZLH

a) REZRERTTEH BRIBHRAH GRS RBAREEA 21T
BATBMEBEAQRTEMES - AEES -  RRJVOCERRT ZLEFER
BEER ABEAREEEIBARRBEER SBEERE2HE &
B (BREAMERH) -

(b) RERERATHEH  TEEFETAHE ZHAFE > Bt REIE
ERBWBE2ENESSERER ATRERTERNEMAL -

0 RERERTTEH BECFHS ZHFASBEMRAEEZHESEM
M DMFRABBNERABEIER SELHRE 2 HE -

d REREETTEH ARAEMNESEEWEMALBRET LEAHZE
2P MEBGEILHAFIRTFRBEER RERRRZERT
B RERBIER HBEXRRFEEMBEIE -

e) MEEREBERTTED SIECAALTHIBAIRIBAZET-RITHA
TR AW T RSB 2R STl M 2 2 4 -

(f) RERERAUTHEE SIBTAALREAQATARGIAARAHEAN L Z/E
AT (BRBTRTBEATIEREN) 2 Q)HAEE)THERETA
B22ARM SR E ZAE ML -

(9 MEREETTEH RBALEITUINESHERTERNBEAREZZEM
BEREW -

8. EFEZRBEH

ERZAEE(ERLRRENER-ZZEZNFHA - HEAKXR AR L — 10 RBH
& AR EBZEHECHTESRASEERLE  REZZEZNAFEA-BRAKTZ
TENFRBHRED) RE-ZTAFRBHE BEMNEHEF24537608 7T » H
FHESEEHRN  MRERERITTHEY  ERZAEZEEME T 53,816,960
B —EENFRBBBFIBAQRARERZAEEZEBREAIIORTZBAZE
REEBEHTFURL - RE-ZFZNFRBEHZ  ALATONERZTAEINHIFRE
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A AR ESS2ENEREEMREH2REEE L EARAK QB AR
REZKEXZMN - ZFEZFNFRBEWZD R ER L EEER A F 2 B2 SHigon
Enterprises Limited ([Higonl) EAIFTE]I U 2R EEH > AR BER_-TZE_F+=-A
—t+—HZEHBHgon2EERELKE ([ ZFEF-_FRhBEHE]) - BRE-_ZFTZ=
Rtz BEMEAEF3,2760008 T EERBE IR L L4E 2 FRIE KHigonZ %
PR FURE - BBE-ZZT_FRBEHE > Hgon "I BRESEREFLARNREH
ERAVMBEECEREBENERTEEIMAMBRA  MREAZEEEHHigonz E
EELRMERBEAREZRETFUERE -

REXHMBEEIN  REREETTEY  HEEFHELEEIAXKELFE
VBT LRBESY (TEER-—FRAER N TEAEEHAERERTAR -—FAK
EMBAXMEMEE CEERERM NEYN)  FTEEMNESEAEEETMAKRER
AHARAZBERAITBEEMNRBESH  MEERBEL

a) (BEFEUEREEFHESN) IR -FHAZH (IZLEHH) A
NERARERT ML HIERT

(b) DEAMBT-EAIULZFEEESL

(© DARBHNYPRE tZEANUNLZEEFHEN -

10. EXE4

UTEN (AR BBEEBPITLNEN) AXAEBREXTARBMFERNZAEH
HeRBBERBEABERTIZBEH (BEZA) LHBEFT Y MEBENTEBEX

@) BFEROBERIA ([BERY | KRATRAZ2ENBLAR  EAER) -
Maxy Rich Investments Limited ([ Maxy Rich] " {fEBE ) R A ATEIZH
HMA—Z-——HF-_A-t+tNHZ2HE Bl BFELHEEELHE MMaxy
RichE & Z B8 ENew Achieve Investments Limited ([New Achievel) 21 &
BREHE1EZETz2RO ((HERHM]) RAREXEA12,000000E T ZBREEMR
EBEBRREFTINew AchieveE X BF R 2 BIER - REREEREEZEZ
EXR(HEER] » Maxy RichFEEERMTREEERBTZ2EREAAR
#£90,000,0007T ; &
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(b) REEWRE -

11. BXR
UTARUANBRABERRNEZNERZ2ER

&% =g

RARZMBRAE REFSFRPERATETE - H(EFEE)REA
BHEERERHER)ZREFTD 2EEEE

RERERTTEYS LAV EEEIFEEEAEBTAXE QX RANE
MRESIFEEITIABIAREBCARBAIEERTAXE LA AESHNEMERN (FRES
AROEEAT) ©

THREREHRABRANERNRELEARNSS AEUREATROEARBERZES
BRABEHFHERG  URSIMEEBRERIZR  BESHTEHDHERFEE -

12. —HXEIE

) RBAZEMBRSECRPERELTNZEMAKRTE1GSEFHRE - BEA
CEBREBERLE INERE -RARAE - EERLE - REBES
E-IHELE - MNELE - RRFELERSEEL T -

(b) AAFEMPSERETBEXRMHEVREBHAZREER29-39RXRET
ERBEAE7TFE o

() ARAERHBFELEAZCERETKERLT  HUATBEFERFK
B8R S EEE 02648 o

d ALQXFAZRAAUBAEEN L HASBESMAEEE -

(e) WARBRAPRIRABEMEE  BARIRATE -
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13. BEXH

THXHHEIARABHRBEHERZE "S- -1 A8+H (B#HFZHE) LHHE -
ATRGOEMI/ER (RRBEBRIN) B9 — AR D R AR E B 1 5L 25 3% § 3529-395%
RBIEARXEAEIZE ; (VA D T itwww.fshl.com ; K (i) 5% B 2 ibwww.sfc.hkfi
&F -

(@) APTAZEABERRARFABEZEMA ;

by RBAZER;

0 AEEBEE-_ZE-ZFR-ZF-——FNA=ZT-HBLRENRFEZEE
*gl_VTI:IEEE

d FEEBEZZE-—F-A-+NABLEANEARAZAREERGETHEE
e) BUERZETRMH HEXHNAER

(f) BYMBEBRGE  EEXHRARNEXR

(9) AMEEESRIESRBMHZE] —HARZRBESLH

(h) EEFIRIEREGNI-—BREZ2EH &

(i) AMFEENRIER]|-HFAzEEARES -
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REZBE-ZFZAZ+THAB (IAXABRAHNAIRERAEEMS 2HRER
ATHHR) EXREERE  AATZEEWNT ¢

() BEY1,664,6840008 TN —FRNB P E\IKIFRTEE ;
(i) A2#9384,387,000 8B T R —FEFNH o EIKIHIRITEE S

(i) BAE#15,307,0008 Tt R —FARN 2 ERPRITEE (HFE) ;

(iv) 2153130008 ¥R —FARH o |IRFRITES K
(v) AE#80,100,000/8 T2 R EWEREREER 2 /X IFZRKRREIKH

IR o

Riat . |RITEEDUAEEETEZEERBZEHNBRIRE ZASKREBEFIER -

REAREREBARAEBZEEN RZZE-—ZF A+ NAHEXKH
RRE > AEEITEEMAEGRERRE  HL EEERNHBCERERIRT
B B EBEFIHMECUES AR BEEINANEENEBAEDE
AR -

EECERR REXFAREEN BT -F-A-tHhhHEBERERE
MATEHRALAEE2EBRIAAREELEEMEREL -

mEMEBERAMS  IMERECER-ZE-—-F At hBREXREH
RREZRTHBVERBRERBT -

REZHH
BREMEFREBRAAFBEEERNREFEKBEYTRENCEERZEEN
REN AREERZE—ZEFE AT+ NBEXFHERBITETMAEREZ

ZRTEE RTEXRALZEERHMGEUER EEIHAEMCERER
25 A MEHEIEBAN  ERIEMEAIRER -
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2. EX#EEH

BREARABABE-E-—ZF A+t ABLEARNERCHHREMBEERETBER
FEcER(RERTXE2SE) N ESHA AEEZHBIESZRRIATR
B-ZE-—FfN\A=1t—-H (FEERIPHB2EELYBREI2EER) EEBE
REBREATHRALPBYETMNERES -

() BFEROBERAIT ((BEFERY | XRAZ2ENBLAR  EAER) »
Maxy Rich Investments Limited ([ Maxy Rich] ' fEBE ) R A A TE LB
MA-T-——_F-_A-tThBZHE Bt BFEEYEEEHEMMaxy
RichT [E1 = B8 B New Achieve Investments Limited ([ New Achieve]) Z211& &
REE1ZT 22RO ((SHERH ) RAEE 512,000,000 T 2RREM
EBERREFTINew AchieveE X B F R BIER - REREEREEZEZ
EXR([EHEER])  Maxy RichZED MHI X 4 &K E AR %90,000,0007T ([ £
B LEHERNMEEEERZSTEHEER RERERATTHH K
AT EEREZEHRARY72,000,0007T (#4462 787,805,000/ JT) °
Maxy RichiR#E Ll BB 2 R B (ITRE2E ZHIE - F2HEEAQIFAR
—E-ZHFZAZTABBRZAE

(i) AKEBEEFUREBEHZ FEFFIANALCIAHPLA=-ZE-—-FHA=H

ZRER;
(i) XABRBEZE—-—FZAZt+hhBLERNEBZHHREMF 2 ANEBE

BREFRVBEREGNRR  RERAEEHREBARABEEARLEZ -2
—ZHFZAZtTABLERNER 2 REEZEIB£157,600,00078 TT ©
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3. HMBHEME

LT EREREAEEBE_SSAE =
AL=EEEs CEREANBERERRAEES

B REBERGEEMB®RRE

T-FER-FE-—FNA=ZT—
E-E-——HFZAZ+NBIEAE

BE-_T——%
—A-+haBL BFENA=1+—HIL=EE
~ER ———F —T-BF —TTAE
(REER) (BER) (BER) (BER)
FET FET FET FET
=X 3,207,910 7,593,889 6,148,949 5,451,492
tHE A (2,958,605) (6,429,052) (5,154,109) (4,607,480)
EF 249,305 1,164,837 994,840 844,012
H g A 34,578 54,967 70,351 64,794
BT B (fatT) 37,874 - - -
HESEABELHEZ
BEEBSWE (B#at1) - - - 104,657
HEYEER 2 FrBka
(Bat1) - - 96,387 -
L E Y S
ZBEEBKEE (1) - - 1,813 -
BEBLERD > NRERSES
BFIEHECEEZ
M3~ ERFZE 2R
e (Kat1) - - - 11,094
DHERIEEER (99,549)  (189,496)  (244,071)  (304,482)
THEH (325,913)  (613,459)  (560,564)  (585,072)
HiE A (1,043) (22,281) (59,006) (75,959)
PTEARBEFLEEZEE
ZREEB X (Kit1) - - (1,801) -
M HWBERREZ
BB KX (K1) - - (419) (2,456)
HEMB AR ZMEREFE
(Brat1) - 20,212 766 -
ELE= 922N (37,509) (71,589) (48,201) (48,308)
BREL AT (E58) B R (142,257) 343,191 250,095 8,280
Ry ] (16,735) (103,473) (6,516) (12,475)
208/ FE (BB BA (158,992) 239,718 243,579 (4,195)
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BE-—FS——-—f
—A=-+hBL BEZENB=1+—HILFEE
~EAR —F——&F —FT—-FTF —FETIE
(REEZ) (BER) (BERZ) (BERZ)
FET FET FET FET
FERUTALTZE8RE
FE (F8) &R
INNICTE 2 =N (157,628) 210,886 223,798 (48,928)
FERER (1,364) 28,832 19,781 44,733
(158,992) 239,718 243,579 (4,195)
Bz B - 7,940 7,940 -
g - 1.0581L 1.078 1L -
B (EE)BR
=K (19.9)78 1 26.678 1l 28.278 1l (6.2)78 11l
8 (19.9)7& A 26.678 1l TEH TE A
BEE 6,389,398 6,608,902 6,865,973 6,054,222
BwEE 3,520,282 3,570,676 4,052,878 3,505,465
EEFE 2,869,116 3,038,226 2,813,095 2,548,757
HehEREEEH 950,882 1,124,552 666,990 799,446
RABHEB AELES 2,677,519 2,838,026 2,633,325 2,393,881
Bzt -

1. BE-_ZEENF ZE-ZFEN_E——FNBA=+—BLE=ZEFEREZ=-ZT—=

FZAZTABLEANERZHHER -

2. BHE-ZEENF —E-ZFEN_E——F N \A=Z+—BHLE=ZEFEREZ=-_Z—=

FZRAZTABLERNERALEMEMIELERE -

3. CE-BER-E-—ErAERESRUBIER-E-TER-S-——EXff-

4. BEXESTHHEH - BERISHATEHERRBE-Z——FN A=+ -—BLE=ZEAH

BHEFERHZRBARENGHEANRERER
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APPENDIX II
Fft £% =

FINANCIAL INFORMATION ON THE GROUP

FEEZHBEH

4. UNAUDITED CONSOLIDATED FINANCIAL
STATEMENTS OF THE GROUP FOR THE SIX
MONTHS ENDED 29 FEBRUARY 2012

The following information is extracted from
the unaudited consolidated financial statements of
the Group as set out in the 2012 Interim Report of
the Company:

Condensed Consolidated Income Statement

For the six months ended 29 February 2012

4, KXEEBE-FT——-—%F_"H
“t+ABLEARERZKRES
BEESUBHRR

UTERDESRERAT =S
— SRR R 2 A EE R
BREEHBRE

ARG E W ER

Six months ended

Bt F20122529H 1618 A
Revenue EHER
Cost of sales SHERA
Gross profit EX
Other income and gains H A R W&
Distribution and selling expenses PEREEER
Administrative expenses THEHR
Other expenses Hih&EHA
Finance costs =N
(Loss) profit before taxation BELAT (B518) B F)
Income tax expense Frig®ix i
(Loss) profit for the period = HiE (EE) B2R
(Loss) profit for the period FEfh 2 EAR (&518) &R
attributable to:
Owners of the Company RAREBA
Non-controlling interests FEERER
(Loss) earnings per share R (EE) B
Basic B-WiN
Diluted s

109

BETI B8 1eEAR
29 February 28 February
2012 2011
20125 201146
2H29H 2H28H
Notes HK$’ 000 HK$’ 000
Brat F#Eir FET
(unaudited) (unaudited)
(REEZ) (REEZ)
3 3,207,910 3,678,314
(2,958,605) (3,080,793)
249,305 597,521
72,452 29,189
(99,549) (100,800)
(325,913) (297,915)
(1,043) (13,205)
4 (37,509) (34,813)
(142,257) 179,977
5 (16,735) (16,893)
6 (158,992) 163,084
(157,628) 154,111
(1,364) 8,973
(158,992) 163,084
HK cents Al HK cents & il
8
(19.9) 19.4
(19.9) 19.4
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Condensed Consolidated Statement of Comprehensive Income

HHGEEZEKER

For the six months ended 29 February 2012

B 22012925 29H 1k618 A
Six months ended
BETI B8 1LeEAR
29 February 28 February
2012 2011
20125 20114
2H29H 2H28H
HK$’000 HKS'000
FET FET
(unaudited) (unaudited)
(REEZ) (REERZ)
(Loss) profit for the period ZHIR (F5|) &R (158,992) 163,084
Other comprehensive (expense) income: Hih 2| (BX%) &
Exchange differences arising on BEBIEREE
translation of foreign operations ZENEEE (224) 4,766
Reclassification adjustment of translation HEME A RREL#EE
reserve upon disposal of subsidiaries ZEHDERARE - (616)
Other comprehensive (expense) income 2HEHEM2E k) k&
for the period (224) 4,150
Total comprehensive (expense) income =HE2E X)) WELE
for the period (159,216) 167,234
Total comprehensive (expense) income EhRHE2E (FX)
for the period attributable to: EHeE
Owners of the Company RATEBA (157,973) 155,804
Non-controlling interests FEIEZRES (1,243) 11,430
(159,216) 167,234
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Condensed Consolidated Statement of Financial Position

G EMB KRR R

At 29 February 2012
201282294

Non-current assets
Property, plant and equipment
Prepaid lease payments
- non-current portion
Deposits paid for acquisition of
property, plant and equipment
Prepayments for and rights under
life insurance policies
Deferred tax assets

Current assets
Inventories
Trade and bills receivables
Prepayments, deposits and
other receivables
Prepaid lease payments
- current portion
Derivative financial instruments
Tax recoverable
Short-term bank deposits
Bank balances and cash

Assets classified as held for sale

Current liabilities
Trade and bills payables
Other payables and accruals
Amounts due to non-controlling
shareholders
Consideration payable
Deferred income - current portion
Derivative financial instruments
Tax payable
Bank borrowings
- due within one year
Bank overdrafts

Net current assets

Total assets less current liabilities

FRBEE

I - R RRE

BNEEREA
—IEREEAD

BEYE HBERRE

ZENEE
AEBRBRE

BNRERER
EERIEEE

mENEE

7E

BN RERUK

BNRE - 7ER
H WA

BANEERE
—nEEH

fTEEMIA

A Ym0 5 I8
BHIRITER

RITEFRRE

B

DEREEHEZEE

mENE R

EEISES YIRS

Hb AT RRIE N BT B A

R IR B RRIA
BARE

EEWA —RE)ER 4

TEERMIA
EAHIE
RITEE

- —FREH
RITEX

MENEEFE
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Notes
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At At

29 February 31 August
2012 2011
20125 20114
2H29H 8A31H
HK$’000 HKS'000
F#Eir FET
(unaudited) (audited)
(REBR) (BREX)
1,996,084 2,155,311
108,808 119,207
14,698 -
36,323 -
18,080 25,689
2,173,993 2,300,207
1,695,109 1,683,454
1,254,583 1,275,741
221,707 214,193
2,525 2,732
2,489 4,984
6,186 3,039
112,514 106,075
853,677 1,018,477
4,148,790 4,308,695
66,615 -
4,215,405 4,308,695
850,738 698,433
304,503 320,661
80,100 80,100

- 23,501

1,458 1,458

743 108
99,418 131,311
1,679,991 1,443,532
15,313 -
3,032,264 2,699,104
1,183,141 1,609,591
3,357,134 3,909,798
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Condensed Consolidated Statement of Financial Position

HAGEMBRRAER

At 29 February 2012
R20124F2H529H

Non-current liabilities
Deferred income
- non-current portion
Derivative financial instruments
Bank borrowings
- due after one year
Deferred tax liabilities

Net assets

Capital and reserves
Share capital
Reserves

Equity attributable to owners
of the Company
Non-controlling interests

Total equity

Note

Bzt

kRBER
IR A
—JERENEDD
PTEEMIA
RITEE
- —FRIH 16
ELEBIREE

BEFE

BXRf#E
RS
(C3i]

RRBER ARG
FERER
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At At

29 February 31 August
2012 2011
20125 20114
2H29H 8H31H
HK$'000 HKS'000
F#ET FET
(unaudited) (audited)
(REER) (BEER)
66,349 67,080
33,970 45,583
384,387 755,854
3,312 3,055
488,018 871,572
2,869,116 3,038,226
158,802 158,802
2,518,717 2,679,224
2,677,519 2,838,026
191,597 200,200
2,869,116 3,038,226
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Condensed Consolidated Statement of Changes in Equity

HAGEERE TR

For the six months ended 29 February 2012

Bl 2201242 529H 1k61E A
Attributable to owners of the Company
FATHEAES
Capital Share Non-
Share Share redemption Translation  options  Statutory  Retained controlling Total
capital  premium  reserve  reserve  reserve  reserves profits Total  interests equity
B ki FiER
B% RORE BORE EXGG fiff EEkE EERY 4 #E  BRAE
HKS000  HKSOOO  HKSO00  HKSOOO  HKSO00  HKSOO0  HKS000  HKSOO0  HKSOOO  HKS000
Fér TET FEr FEr TR FEr TEr FEr TET TEn
At September 2010 (audited) R0E9f 1R (EEER) 158802 197,14 A (35139) - 9B 22013 263335 179770 281309
Exchange differences arising on REBNERELY
translation of foreign operations ERZE - - - 2309 - - - 2309 2457 4766
Reclassfcation adjustment of ransation B ENBATRER il
reserve upon disposal of subsidiaries B ENRE - - - 616) - - - 616) - (616)
Profitfo the period =B - - - - - S AT R A 8973 163084
Total comprehensive incomefortheperiod ~ BB 2ANHEAE - - R P - - TSN 155804 11430 167234
Equity-sttled share-based payments NEREENRBAEE 2113 - - - - 1408 - - 108 - 148
Dividends recognised as distribution (note7) BB k2 RE (He7) - - - - - - (7940) (7940 - (7940)
Capital contribution fromanon-controling ~~ #ERRE 2 T8
shareholder - - - - - - - - 4 4
Dividends paid to non-controlling ERRETHERRR
shareholders - - - - - - - - (ng10) (11610
At 28 February 2011 (unaudited) H0nE2A28A (REEH) 158802 197124 0 (345 1408 4193 2416305 2782597 179594 2962191
Exchange differences arising on BEENHREL
translation of foreign operations ERZE - - - 1217 - - - 1217 182 3069
Reclassfication adjustment oftranslation ~~ HEKBATEERFE2
reserve upon disposal of subsidiaries BN ENE - - - (450 - - - (450 - (4550)
Profitforthe period =HEEN - - - - - - WIS S6TIS 19859 T6634
Total comprehensive (expense) income RHELE (R WEEE
forthe period - - - (3333 - - 56,775 53442 nm 75153
Equity-sttled share-based payments WEREELRRBER 2R - - - - W - - W W
Dividends paid to non-controlling ERREFHERRE
shareholders - - - - - - - - (290) (290)
Appropriation toanon-controlling VRNl GE
shareholder upon deregistration of FERER
asubsidiary - - - - - - - - (815) (819)
At31 August 2011 and HonEsA3A
1September 2011 (audited) RuonE9E1R (BEER) 158802 19714 20 (36778) 339 4193 2473080 2838026 200200 3038226
Exchange differences arising on BEENHREL
translation of foreign operations ERZE - - - (343) - - - (343) 01 (204
Loss forthe period ROEEE - - - - - - [157628)  (157628) (1364 (15899))
Total comprehensive expense fortheperiod ~ 2EH2 AR AE - - - (345) - - (15768 (157973) (143 (159216)
Equity-settled share-based payments NEREENRAARE R - - - - 506 - - 5406 - 56
Dividends ecognised as distribution (note7) ~ CEERATRZRE (#7) - - - - - - %) (%) - ()
Transfers bt - - - - -9 (1109 - - -
Dividends paid to non-controling ENREFHERRR
shareholders - - - - - - - - (7,360) (7.360)
At 29 February 2012 (unaudited) 012628298 (R EEH) 158802 19714 210 (37123 8,801 43300 2306403 2677519 191597 2,869,116
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Condensed Consolidated Statement of Cash Flows

HRGESHSRER

For the six months ended 29 February 2012
B E20129F2H29H 1L61E A

Six months ended

HBETJ B8 1eEAR
29 February 28 February
2012 2011
20124 20114
2H29H 2H28H
Note HKS’000 HKS’000
K&t FET FET
(unagdited) (una_udited)
(REEZ) (REEZ)
Net cash from operating activities EEBEAMEBZESEE 84,710 191,675
Net cash (used in) from investing BEEB (FTA) i
activities: ZIREFE:
Purchase of property, plant and BEME  HMBRFZE
equipment (41,842) (73,683)
Upfront payments under AER ffﬁﬁ BENZ
life insurance policy contracts FEfTRRIE (36,178) -
Deposits paid for acquisition of E§E¢@¥ CHERRE
property, plant and equipment ZEfMRE (14,698) -
Consideration received from HESEABELEEE
sale of assets classified as Z BB
held for sale - 94,145
Other investing cash flows HtREZRERE 44,892 3,436
(47,826) 23,898
Net cash used in financing activities: BEEE A2 RS FE :
Repayment of bank borrowings BEIRITEE (1,670,594) (2,269,783)
Payments for consideration payable X {3 EH R E 15 (23,501) (12,129)
Dividends paid to non-controlling EFREFIHERBR
shareholders (7,360) (11,610)
Dividends paid 2HRE (7,940) (7,940)
New bank borrowings raised HEECRITEE 1,532,382 2,057,008
Other financing cash flows HtmEvHERE (33,745) (28,943)
(210,758) (273,397)
Net decrease in cash and cash Iﬁﬁﬁgﬂfﬁﬁlﬁ El
equivalents WA EE (173,874) (57,824)
Cash and cash equivalents at RERERRREZRE
beginning of the period RERBEER 1,124,552 666,990
Effect of foreign exchange rate ExEEHsoE
changes 204 3,144
Cash and cash equivalents at end RERBERER2RE
of the period kEER£ER 950,882 612,310
ANALYSIS OF THE BALANCES OF ReRFERAREEHER
CASH AND CASH EQUIVALENTS: 25
Short-term bank deposits EHRITIER 112,514 5,565
Bank balances and cash RITHEERRS 853,677 652,146
Bank balances and cash classified PEABFFHEZ
as held for sale RITEEFERRS 4 -
Bank overdrafts RITEX (15,313) (45,401)
950,882 612,310
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Notes to the Condensed Consolidated Financial Statements

EAEG S M R R M T

For the six months ended 29 February 2012
B F201292529H 1-61E A

1.  BASIS OF PREPARATION

The condensed consolidated financial statements have been
prepared in accordance with the applicable disclosure requirements
of Appendix 16 to the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”) and
with Hong Kong Accounting Standard (“HKAS”) 34 “Interim Financial
Reporting” issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA").

2.  PRINCIPAL ACCOUNTING POLICIES
The condensed consolidated financial statements have been
prepared on the historical cost basis except for certain financial

instruments, which are measured at fair values.

The accounting policies and methods of computation used in the
condensed consolidated financial statements for six months ended
29 February 2012 are the same as those followed in the preparation
of annual financial statements of the Company and its subsidiaries
(collectively referred to as the “Group”) for the year ended 31 August
2011 except for the accounting policy for prepayments for and rights
under life insurance policies newly adopted by the Group which has

been disclosed below.

Prepayments for and rights under life insurance policies

Prepaid life insurance premium component of the relevant contracts
is amortised over the life insurance policy period on a straight-
line basis. The remaining component of the contracts contains
discretionary participation feature as well as a guaranteed element.
Under the discretionary participation feature, the relevant insurers
have full discretion to declare interest on top of the guaranteed
interest on a monthly basis. Interest income is recognised upon
monthly declaration of the interest by the insurers. Rights under
life insurance policies are stated in the condensed consolidated
statement of financial position at cost plus accumulated interest

earned and minus insurance costs and administrative charges.

Moreover, in the current interim period, the Group has applied, for
the first time, the following new and revised standards, amendments
and interpretations (“new and revised HKFRSs”) issued by the
HKICPA, which are effective for the Group’s financial year beginning

on 1 September 2011.
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2. EEEFBR
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PIHON) THIRE L A B E R B -

BZ2012F28290 th618 A 2 8R4 & BB HR& I
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BAR (B AKE]) BZE2011F8A3ALFE
ZEFMERRMBEEER - T XliARE
B ASREREAMSRBRERF RN Z S5
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ASREBREBRAREREF

HEANZRNTASREBREBHEASRER
BEEHNEREEE - SN BT HHAEBHES
ARHRBSRERN - REMIEDAEE - 186
RELFBATEENBERINSUIEIRF
B FIBRARRB L RAEAERFEHER - A
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Notes to the Condensed Consolidated Financial Statements (continued)

BAEG S M B TRMEE @

For the six months ended 29 February 2012
B F20122529H 1t61E A

2. PRINCIPAL ACCOUNTING POLICIES (Continued)

. Improvements to HKFRSs issued in 2010 that are effective for

annual periods beginning on or after 1 January 2011

HKFRS 7 (Amendments) “Disclosures — Transfers of Financial
Assets”

HKAS 24 (as revised in 2009) “Related Party Disclosures”

Amendments to HK(IFRIC) - Int 14 “Prepayments of a Minimum

Funding Requirement”

The application of the above new or revised HKFRSs in the current
interim period has had no material effect on the amounts reported
in these condensed consolidated financial statements and/or
disclosures set out in these condensed consolidated financial

statements.

The Group has not early applied new or revised HKFRSs that have
been issued but are not yet effective. The following new or revised
HKFRSs have been issued after the date the consolidated financial
statements for the year ended 31 August 2011 were authorised for
issuance and are not yet effective:

Amendments to HKFRS 7
BB MELERE7 2B

Amendments to HKFRS 7 and HKFRS 9
BB BEREEAFEERFESSR BRI

Amendments to HKAS 32
BEAETENERR BTN

! Effective for annual periods beginning on or after 1 January 2013.
2 Effective for annual periods beginning on or after 1 January 2015.

3 Effective for annual periods beginning on or after 1 January 2014.

The directors of the Company anticipate that the application of the
new and revised HKFRSs will have no material impact on the results

and the financial position of the Group.
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2. EEEHBR(E)
. 2010FBEH2EBMKRELERNICE S B
Q0MF 1A A2 BHRZEFERBEN

EBMBREERE7 (BTN KE-S8
BEECER]

. BBEFERIEE245 (R2009F KR BE
FHE]

- R (EARMBHREREBZES)-REH4
SRR AT REERRE 2ANIE]

RAT R RER R SIS B8 MR
SRV EHZSHAGRIUBRRT2H 2
BR/AZEEREEUBBRARE2EEE
MERSE -

AEBMUBELEACEMREERERZHTR
BAEFT B BB RELED - THHTHEBITE
B BREENNREZ2011FSABILEEE 24
EUMBHRREBRETRECEMERRER

Disclosures — Offsetting Financial Assets and
Financial Liabilities'

BRE-EHETRHEERTRER®

Mandatory Effective Date of HKFRS 9 and
Transition Disclosures?

BBMBMEERFN 2 BH LA H
KB E M 582

Offsetting Financial Assets and Financial Liabilities?

BiEcREEREREE

! R203F 1A 1B 2 BB FERBEX
2 R2015F1 A1 B2 BB ZFERBEX
3 R2014F 1A 1B 2 BRRZFERBEX
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Notes to the Condensed Consolidated Financial Statements (continued)
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For the six months ended 29 February 2012
Bl E20124F2529H 1k 618 A

3. 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 period under

review.

3. EXERSEEH

ARABRESE (MEFEERKE)RERFPME
wEMRAENEEHVEERNENEEXRENRY
BER  BREEECEEREL)  HhEARH
MEA (TR ~ 68 - 8E - HERF - 2N &
MR E i E (A Eibitif B - B HH N
KB rEREHBNERLEESE  MIH
B | RGEE2EENE -

UTAAEERERERHEDH - BHG YR
B 2 & SRR BRI B B R 0 12 BT R SR 0 ST
EZ D

Six months ended 29 February 2012 B ZE20125F2H29H 1t6fE A
Hong Sti Segment
Kong ~ ThePRC Taiwan Korea lanka  America Europe Others total  Eliminations  Consolidated
i Ll L] BE HEGE £M BN EBBE HBEE 3f 58
HKSO00  HKS'000  HKSOOD  HKS000  HKSOO0  HKSO00  HKSOO0  HKSO00  HKSOO0  HKSO00  HKS000
f#r  FET  FET  FET  TET  fET  FET FET  FET AT FEL
REVENUE B2l
Extenal sales HEE 804453 633700 AN 6015 36145 149950 45308 3106 3207910 - 3207910
Interseqment sales ote) A EBEE(HE) 220060 1,496,940 - - 59,148 - 12752 410001 (4110,001) -
Total segment revenue PEEEEAE 314513 213060 4231 366015 59746 209,098 45308 433858 7317911 (4110001) 3207910
RESULTS 4]
Segment profi AEER 54864 2995 B0 21,064 1316 137% 2406 18538 177,364
Interestincome FEWA 5962
Unallocated expenses,net &2 B FE (288,074)
Finance costs HERK (37,509)
Loss before taxation RREEE (142,257)
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Notes to the Condensed Consolidated Financial Statements (continued)

B4R S M B R @

For the six months ended 29 February 2012
B F201242529H 1-61E A

3. REVENUE AND SEGMENT INFORMATION (Continued)
Six months ended 28 February 2011

Hong

Kong ~ ThePRC Taiwan Korea

3] e A &g
HKs'000 HKS'000 HKS'000 HKs 000
Fér TR TEr  FEn

REVENUE BEE
External sales HAGE 963015 T8 492312 420803
Inter-segment sales (note) TEBEEWE) 2279306 1414338 - -

3. EEFERSEENE

B Z=2011525280 Lt6fE A
Sri Segment
Lanka America Europe Others total  Eliminations  Consolidated

HERT i B AME  AREE i e
HESOO  HKSOO  HKSODD SO0 HKSOO0  HKSOMD  HKSOD
fér  fEr  TEr TEr TEx  TEx  TEn

384672 171,246 5575 484083 3678314 - 3678314
253101 40969 - 3107 4020821 (4020821) .

Total segment revenue PREEBLE 324231 2,151,006 492312 420803 637,773 212215 25575 517730 7699135 (4020821) 3678314
RESULTS g5

Segment profit PEER 133672 103,631 71840 67122 26,742 5436 3667 74691 492801
Interestincome HEWA 6,138
Unallocated expenses, et~ KAEZ + FE (284149)
Finance costs BERA (34813)
Profitbefore taxation BEEIRA 179977

Note: Inter-segment sales are charged at prices with reference to the

prevailing market rates.

Segment profit represents the profit earned by each segment
without allocation of central administration costs and other
expenses (including non-production related employee benefits
expense, directors’ emoluments, bank charges, etc.), depreciation
charges, interest income, loss on disposal/written-off of property,
plant and equipment, net gain from derivative financial instruments
and finance costs. This is the measure reported to the board of
directors of the Company for the purposes of resource allocation and

performance assessment.
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Notes to the Condensed Consolidated Financial Statements (continued)

ERSGEMBRRME @

For the six months ended 29 February 2012

Bl Z20124F2529H 1L61E A
4. FINANCE COSTS 4. RUEME
Six months ended
BET5 HH1LeER
29 February 28 February
2012 2011
20124F 20114
2A29H 2H28H
HKs$’000 HK$'000
FET FET
Finance costs on: RYE AN
Bank borrowings wholly repayable BREFREIEE
within five years ZRITHEE 37,509 34,262
Imputed interest expense on EAREZEENSRAX
consideration payable (note 15) (Ftat15) - 551

37,509 34,813
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Notes to the Condensed Consolidated Financial Statements (continued)

A% S MR RM @

For the six months ended 29 February 2012

Bt 220124 2H29H 1E61E A
5. INCOME TAX EXPENSE 5. Fi¥BixXdH
Six months ended
BETI B H#1teE A
29 February 28 February
2012 2011
20125 20114
2H29H 2H28H
HK$’000 HKS'000
FET FET
Current tax: =HERIE
Hong Kong BB 585 30,941
The PRC H 5,730 2,669
Other jurisdictions Hih R i & 2,351 -
8,666 33,610
Under(over)provision in prior years: BT FEEETE BEEREE) :
The PRC H 489 (1,016)
Other jurisdictions HibaEihE (287) 485
202 (531)
Deferred tax: IEIERLIE
The PRC R E 7,532 (15,991)
Other jurisdictions Hiba ki 335 (195)
7,867 (16,186)

16,735 16,893

Hong Kong Profits Tax is calculated at 16.5% of the estimated EANEHNDIEMESRBE 2 EsTERBEZR L

assessable profit for both periods. 16.5%5T & ©
Under the law of the PRC on Enterprise Income Tax (the “EIT Law”) BETHCERSHRE(LERSHRE)REE

and Implementation Regulation of the EIT law, the tax rate of the PRC FREREE ARG - 16200851818 # » REHE
subsidiaries is 25% starting from 1 January 2008 onwards. Certain of RNAEZFEE5% - RNATE THEMB QTR
the Company’s PRC subsidiaries are entitled to exemption from the MEEFEREHNPRCERMERERERZ=
PRC Enterprise Income Tax for two calendar years and thereafter, they BB EE R E50%MPECEREHR (R -
are entitled to 50% relief from the PRC Enterprise Income Tax for the R AR R AN ETREREE12.5% o RFiH
following three calendar years (the “Tax Holiday”). The reduced tax #2012 128318 @M ©

rate for the relief period is 12.5% for both periods. The Tax Holiday will

expire by 31 December 2012.
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Notes to the Condensed Consolidated Financial Statements (continued)

EASGESMHRRMEw

For the six months ended 29 February 2012
B F20122529H 1-61E A

5.  INCOME TAX EXPENSE (Continued)

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 31 August 2015. Accordingly, no

provision for income tax was made on the profit for both periods.

Taxation arising in other jurisdictions is calculated at the rates

prevailing in the respective jurisdictions.

In February 2008, the Hong Kong Inland Revenue Department (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, February 2011, January 2012 and February 2012, notices
of estimated additional assessment (the “Protective Assessments”)
for the years of assessment 2001/02, 2002/03, 2003/04, 2004/05,
2005/06 and 2005/06 in an aggregate amount of HK$14,352,000,
HK$19,844,000, HK$18,390,000, HK$62,834,000, HK$35,019,000
and HK$12,343,000, 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 the above overseas
subsidiary. Regarding the Protective Assessments for the year of
assessment 2005/06, out of the aggregate amount of HK$47,362,000,
two Protective Assessments of HK$1,687,000 and HK$15,985,000
issued to the Company and a Hong Kong subsidiary, respectively,
were also in effect alternative assessments to that of the above

overseas subsidiary.
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BEFTEEFEBEEERER - AADQ T —EH
BARIMELEZBAERRTERFAESH
HZE2015F8A31H AL - it AMEHBIIE
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7R2008F28 - ERBBE (HERFD) RAQE
REMBATH2001/02REZEC AT FEET—
ERBES A EAAREEEERR XM - R
200838 ~ 2009538 K2010F3 8 ~ 2011528 »
2012F1 8 L Kk2012%28 » B # 5 §£2001/02 »
2002/03 ~ 2003/04 ~ 2004/05 ~ 2005/06 52005/065%
FEE D B3 H 4 £14,352,000/8 7T ~ 19,844,00058
JT ~ 18,390,0005% JT * 62,834,0007% JT * 35,019,000
7 7T $%.12,343,00058 7T @ 88 2 & 5 A0 5T B B AN
(TMREEMEFIR ) FARBARARAETFHE AR -

$12003/04:R K1 F E 2 AR BE M A & +£18,390,00078
T2 R B PR RRE MR & R % 4,375,000
BrorlEEeA ARk —EEEHNBARES
BHA RSB ARMNREETIR2TER
B9 5T 5EHE © $2004/05: R B F B 2 R FE M FEH
& $£62,834,0008 T 2 £ 8 B P W RRE T
€ 582,266,00058 JT §2.23,194,00058 7T 7 Bl 2% H 44
TARR—EEBHBLARER B G LGN
M D R RFEME R 2 R B WA ETFER - B
2005/065R % & & 2 1R FE M 318 & +£47,362,00078 7T
ZE8 > EPMRREMETH £%1,687,000/8 TR
15,985,000/ 8 T2 Gl B AR AR R —EE BN E
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Notes to the Condensed Consolidated Financial Statements (continued)

B4R S M B R @

For the six months ended 29 February 2012
B F201242529H 1-61E A

5. INCOME TAX EXPENSE (Continued)

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, 2004/05
and 2005/06, amounts were held over on the condition that Tax
Reserve Certificates in the amount of HK$1,600,000, HK$23,000,000
and HK$10,000,000 were purchased in May 2010, April 2011 and
March 2012, respectively. The scope and outcome of the tax audit

cannot be readily ascertained at this stage.

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
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, the eventual amount of penalty and interest
payable, if any, under the tax audit cannot be reliably estimated
at this stage. Hence, no provision for penalty or interest has been

recognised.
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.
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5. FiRBiXH (&)

MUBREMTIB DR ERE > 2001/02%
2002/03 B EFEC 2B BEERKGES
M2003/04 ~ 2004/05%2005/06:R L FE 2 £ 5 E
2 BIFA20105F58 ~ 2011 F4A R2012F38 B E
1,600,0005% 7T ~ 23,000,000 T & 10,000,000 7T 2
ERSEHEEH HEFBES2HERERN
BRREBRERTE o

HREZBASERBEB2ZERR A 2AESCE
R H 5 & F BB S $£41,000,00078 T R AR
BREMEEN RRBBEFTES 2HNFEH
EEIFREK -

HRERERERZRBBEEECRFNEDNS
B REMBRNRERELTESKIREE
REMSFE (WE) - At RERSREFEAE
BEwR -

BERAEEz LRER  ARBDEETFEEZER
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For the six months ended 29 February 2012

B 22012425 29H iF618 A

6. (LOSS) PROFIT FORTHE PERIOD

(Loss) profit for the period has been
arrived at after charging:

Release of prepaid lease payments

Depreciation of property, plant
and equipment

Loss on disposal/written-off of
property, plant and equipment
(included in other expenses)

Net exchange losses (included in
other expenses)

Employee benefits expense
(including directors’ emoluments)

and after crediting:

Imputed interest income on
consideration receivable

Interest income

Net gain from derivative financial
instruments

Government grants (note)

2B (R BFEHRE T

BENEEREE N
M EERRBZINE

HE G MEBERRE
ZEE (BEEEAERR)

EREEFEE
(BEEEMERAR)
BEERAZ L (BREESME)
RBEEFTA:
EWREZHEEF SR

R 2 A
TESMTI A WEFE

BT BG (f1aE)

Note: Government grants for the six months ended 29 February 2012 mainly

represent a grant of HK$37,145,000 received from the local government

authority as a compensation to the Group for relocating and disposing

of certain property, plant and equipment in the current interim period.

7. DIVIDENDS

During the current interim period, the final dividend of HK1.0 cent
per share in respect of the year ended 31 August 2011 (six months
ended 28 February 2011: HK1.0 cent per share in respect of the year
ended 31 August 2010) was declared and paid to the owners of the
Company. The amount of the final dividend declared and paid in
current interim period amounted to HK$7,940,000 (six months ended

28 February 2011: HK$7,940,000).

No interim dividend was proposed by the directors for the six months
ended 29 February 2012 (six months ended 28 February 2011: Nil).
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6. =HIE(BE) BT

Six months ended

HBETI B 1teEA
29 February 28 February
2012 2011
20124 20114
2H29H 2H28H
HK$’000 HKS'000
FETT FET
1,367 1,408
131,982 126,786
262 1,731
781 11,474
426,038 420,804
- (5,178)
(5,962) (960)
(3,909) (2,172)
(37,874) (729)
KtaF . BZE2012628290 1t6ffl B 2 BUS RS EEi5 UK
EY B #th 5 BUAF 237,145,00058 7T B » BUR (B AR
SERAPHBHEEREEL TYE BER
o
7 BB

RAGEEE AR FESRERAEHE2011458
B31BLEEZREREER10BI (BE2011F
2H28B k6@ B : BLE2010F8A31B LEEER
1.084L) FAQITEE A o N EHRE 2 Bk Rk
F 2 REARR B. 57,940,000/ 7T (B Z20114F2H28H
1E61E B : 7,940,00058 7T) °©

BEREHRREEZ20125628298 k6@ A 2 HA
BB (BZ=20115F2828H 1L6{E A : &) -
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Notes to the Condensed Consolidated Financial Statements (continued)
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For the six months ended 29 February 2012

B 2201292 H29H 1-618 5

8.  (LOSS) EARNINGS PER SHARE 8. BE(BE)EF

The calculation of the basic and diluted (loss) earnings per share RAREEAEGERERNREE (FE) BRI
attributable to owners of the Company is based on the following RETYEEFE -

data:

Six months ended

BET5 HHLLeER
29 February 28 February
2012 2011
20124 20114
2R29H 2H28H
HKS’000 HKS$'000
FET FETT
(Loss) earnings (B8R &R
(Loss) profit for the period M ESREARREE (F518)
attributable to owners of the BRFMAZARREEB A
Company for the purposes FEAL R ERR (B518) B A
of basic and diluted (loss)
earnings per share (157,628) 154,111

Six months ended

BETI HHLLeEAR
29 February 28 February
2012 2011
20125 20114
2H29H 2H28H
Number of shares BEirEE
Number of ordinary shares for the M ESREARREE (F518)
purposes of basic and diluted BRfMAZEBREE
(loss) earnings per share 794,010,960

794,010,960

HARBEESSEREBRISRBFIFE

RAFERTEEREZCRAZRTEESRRSG
RAEBEBHEZFEImE B EEZE201292A8
29H lt6f8 A R & E2011F2H28H LL6B B 2 B KR
B (FB) BRI EREZEBRECETE -

The computation of diluted (loss) earnings per share for the six
months ended 29 February 2012 and 28 February 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.
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For the six months ended 29 February 2012
B E20126 25294 1t618 A

9. MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT

The Group incurred expenditure of HK$41,842,000 during the six
months ended 29 February 2012 (six months ended 28 February
2011: HK$73,683,000) on property, plant and equipment to expand
and upgrade the Group’s manufacturing facilities.

During this period, the Group disposed of certain property, plant and
equipment with an aggregate carrying amount of HK$12,822,000
(six months ended 28 February 2011: HK$3,384,000) and reclassified
certain property, plant and equipment with an aggregate carrying
amount of HK$57,319,000 (six months ended 28 February 2011:
HK$27,593,000) as assets classified as held for sale (note 13).

10. PREPAYMENTS FOR AND RIGHTS UNDER LIFE INSURANCE
POLICIES

During the six months ended 29 February 2012, the Group entered
into contracts with two insurance companies which contain life
insurance policies to insure against the death of certain key members
of management of the Group for a period ranging from 25 to 44
years, with an aggregate insured sum of approximately US$18.8
million (equivalent to approximately HK$145.8 million). Under these
contracts, the beneficiary and policy holder is the Company. The
Company has made upfront payments of HK$36,178,000 during the
current interim period and is required to pay monthly insurance costs
and administrative charges determined by the insurance companies.
Out of the upfront payments, a portion of HK$2,164,000 represents
prepayments for the life insurance premium. The insurers will
declare interest (including the guaranteed interest) to the Company
on a monthly basis based on the amount of upfront payments,
plus accumulated interest earned and less amounts representing
prepayments for life insurance premium, monthly insurance costs
and administrative charges, at a rate to be determined at their own
discretion.

11. INVENTORIES

Spare parts B
Raw materials e
Work in progress ¥HER
Finished goods BURR
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9. Wi HMERIBEZEH
AEBREE2012F28290 k6@ B » AEAKRIE
BAKBZEERETMARYE - HEEREBHEE
% 541,842,00058 7T (B £20115F 28280 k6@ A :
73,683,00078 JT) °

RAERE AEEHESTYWE  HBEREHE
B T 48 {8 512,822,00058 T (H 2011528 28H
1E6fE A : 3,384,000 T) - WEMN D ERMMAE
57,319,000 8 T 2 & T ¥ « HMEERBERIFFED
ECEE (BZ20115F2828H 1k6f8 A : 27,593,000
BT (Bat13) °

10. ASRBEERREREF

B Z2012%F28290 1L6f BHAR - ANEBEHEKER
BMARRYEH EFEEASRBRRE AKX
EEETRIEEEBRECEHRETRR &
BN Fo5F 2445 » BIR S5 S 4 518,800,000
Z 7t (5 M49145,800,000/8 7T) ° RIEZEEH -
SHARREFBEABKRDT c RATRARFH
BRI C XS FE 2 £36,178,0008 T * W EBERZ A X
FTRERRBARAEEZTHREA -BHZREE
B 2,164,0008 T BFET ASRBRE  RIZAF
BATHEDAATERINE (BERENE)
STEAESREEARESE > MAARNZ E5t
FE  HIBREERASRBABENRE - BAR
BRITHER -

1. #E&
At At
29 February 31 August
2012 2011
20125 20114
2A29H 8H31H
HK$'000 HK$'000
FET FET
111,031 98,941
784,677 787,348
374,875 397,242
424,526 399,923

1,695,109 1,683,454



APPENDIX I FINANCIAL INFORMATION ON THE GROUP

Bt 8% =

FEEZHBEH

Notes to the Condensed Consolidated Financial Statements (continued)

HASGEMBRRME w

For the six months ended 29 February 2012
B F20124F2529H 1L61E A

12. TRADE AND BILLS RECEIVABLES/PREPAYMENTS, DEPOSITS
AND OTHER RECEIVABLES

The Group allows a credit period ranging from 30 days to 90 days to

its trade customers. The following is an aged analysis of trade and

bills receivables based on the payment due date net of allowance for
doubtful debts:

Not yet due REIH
Overdue 1 - 30 days BE-30K
Overdue 31 - 60 days BHE31-60K
Overdue > 60 days BHIEB60R

Other receivables as at 29 February 2012 represented value-added
tax recoverable of HK$74,802,000 (31 August 2011: HK$65,967,000),
tax reserve certificates purchased of HK$24,600,000 (31 August 2011:
HK$24,600,000) and prepayments, deposits and other receivables of
HK$122,305,000 (31 August 2011: HK$123,626,000).

126

12. BERFRBKRE BARE ZERHE

ftb FE Mg =R 18
FEERENFIOREORHBFHEEETF - &
ERZBRUCRREA RIS B (EHIBRRRE
) ZBRECDMTINT ¢

At At

29 February 31 August
2012 2011
20124F 20115
2R 29H 8H31H
HK$'000 HKS'000
FHET FiET
745,880 919,114
247,886 179,692
114,158 109,931
146,659 67,004

1,254,583 1,275,741

2012528298  HAihEWFRIE T I8 AT W B 1E(E
174,802,000/ 5T (20115 8H31H : 65,967,000/
7T) ~ B E B %24,600,00058 7T (201148 H318 :
24,600,00078 7T) U RFBMAFIE » & REAMBRT
16122,305,00078 7T (201168 A31H © 123,626,000/&
JT) °
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For the six months ended 29 February 2012
B E20129F2529H 1L616 A

13. ASSETS CLASSIFIED AS HELD FOR SALE

On 29 February 2012, the Group entered into an agreement with
an independent third party to dispose of its 100% equity interests
of New Achieve Investments Limited (“New Achieve”), Able
Jubilee Limited (“Able Jubilee”) and Jiangyin Jintian Machinery
Limited (“Jintian Machinery”), at an aggregate consideration
of RMB90,000,000 (equivalent to HK$109,756,000). The assets
attributable to New Achieve, Able Jubilee and Jintian Machinery
were classified as assets held for sale and were presented separately
in the condensed consolidated statement of financial position as at
29 February 2012. The disposal of these subsidiaries are expected
to be completed within one year of the end of the reporting period.
There were no liabilities in these companies at 29 February 2012. The
first installment of RMB72,000,000 (equivalent to HK$87,805,000)
was settled subsequent to the end of the reporting period and the

remaining balance is due for settlement in June 2012.

At 29 February 2012, assets classified as held for sale comprise:

13. NEBRBEHEZEE

R2012528290  AEEE - LB I E=FHF]
3 1% 0 LA H BNew Achieve Investments Limited
(I New Achieve |) ~ B2 BR AT (BE] &I
EeH#EMAERLR ((HE#EM]) Z100%K
AiER  BRER AKY9,0000007T (HHER
109,756,00078 7T) ° New Achieve ~ B2 4R [z & M A% 1
REEC)EABFELEEZEE  LH201252A8
9B ZEBAREVRMRRBILIZY - FEALE
FZEMBAREMENBEHRAE—FATK
72012528290 ZE QAR BEMEE - F—
HAFRIE A R %572,000,0007T (FHZ57487,805,0005% 7T.)
ERIBERBEN  MEREEEN2012F6 8 2 H
BT o

2012928298 - P EABIEHEZEEGRE .

HKS$'000

FET
Property, plant and equipment Y - HBRRFRE 57,319
Prepaid lease payments FENEERE 9,292
Bank balances and cash IRITHEBRES 4
Total assets classified as held for sale
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For the six months ended 29 February 2012
B F20124F2529H 1L61E A

14. TRADE AND BILLS PAYABLES/OTHER PAYABLES AND

ACCRUALS
Trade payables &R FRIE
Bills payables SEREMATRIE

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

payment due date:

Not yet due REIH
Overdue 1 - 30 days BHA1-30K
Overdue 31 - 60 days BHEI31-60K
Overdue > 60 days B EBBe0R

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

reporting period.
Other payables and accruals as at 29 February 2012 represented

other payables of HK$146,237,000 (31 August 2011: HK$149,248,000)
and accruals of HK$158,266,000 (31 August 2011: HK$171,413,000).
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14, BERFREMSRIE H i RIE R EH
&M

At At

29 February 31 August
2012 2011
20125 201146
2H29H 8H31H
HK$’000 HKS'000
F#EiT FET
424,740 418,672
425,998 279,761

850,738 698,433

EEBRARBRIREPEZREINAT

At At

29 February 31 August
2012 2011
20124F 20115
2R29H 8H31H
HK$’000 HK$'000
FETT FET
366,382 363,886
24,114 26,801
16,931 6,550
17,313 21,435

424,740 418,672

RBEHL  AEEZHAAERBERAREGRE
H o

2012828298 Htt ERNRIER BT ERIE
H i FE {+ 5k 18146,237,00078 T (20114688318 :
149,248,000 7T ) & FESH & 158,266,000/ 7T
(2011888318 : 171,413,000 5T) °
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For the six months ended 29 February 2012
Bl F20122529H 1H61E A

15. CONSIDERATION PAYABLE

On 27 April 2009, Folktune Limited (“Folktune”), a wholly owned
subsidiary of the Company, entered into an agreement with certain
non-controlling shareholders of Dongguan Fuan Textiles Limited
(“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 in 2009,

Dongguan Fuan became a 90% owned subsidiary of the Company.

Pursuant to the Share Transfer Agreement, the consideration was
payable by 5 installments, 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. The balance
outstanding as at 31 August 2011 was fully settled during the current

interim period.

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

16. BANK BORROWINGS

During the current interim period, the Group obtained new bank
borrowings of HK$1,532,382,000 (six months ended 28 February
2011: HK$2,057,008,000) and made repayments of HK$1,670,594,000
(six months ended 28 February 2011: HK$2,269,783,000). These bank
borrowings obtained and repaid are mainly denominated in Hong
Kong dollar. The bank borrowings raised were mainly used to repay

the existing bank borrowings or as working capital of the Group.

The borrowings mainly carry floating interest at the weighted
average effective interest rate of 2.36% (31 August 2011: 2.58%) per
annum and are repayable by installments over a period from one
to three years. Except for borrowings of HK$15,307,000 (31 August
2011: Nil) which are secured by certain life insurance policies as

detailed in note 10, all other borrowings are unsecured.
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15. FEFHK(E
M2009F48278 » A AR Z—RZEMBARE
BERAT (B2 BRSERHMEODRERD
ARERZTDETRFERBRE (EEL DT
S 0 LUK (E77,326,20558 TR E U W EE R
RRRET3%z RAER ([REEETE]D -
H2009F TR MR EEERRE  REBTHRALTD
FEE %R KB -

REEREERGE  NEFTHIA > ARIERR
BB -RUSHEIAAYMZEEREZATFEES
74,433,000 7T  JIARBEFT ARRETRERYR
FE37%:TH - R2011F8AIA 2T R EBER
HE AR EEREEE -

BBELARZ 2HBEHNA LT BHAE2000F7
H30H Z2@BRR °

16. SRITIEE

RARHYPEH AEENESHBLITEE
1,532,382,0007%8 7t (& £2011F 28280 1L6f@ B :
2,057,008,0005 7T ) & 2 & #1,670,594,000/& 7T (&
201145 2H28H LE6fE A : 2,269,783,000 7T) » 7%
EMBREEEZRITEEZTEUBFE
EECRITEREDNTEAFEEREBNRTEE
RAEREEZRBES ©

EBEEEE TS UNEF 9B F FIR2.36%
(20115 8H31H : 2.58%) s EFIE » WARN F1
FEIFHR D HEIE - RET0ATFRUE T A
SRBREIKIF 25 E15307,00058 7T (201158 A
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APPENDIX Il FINANCIAL INFORMATION ON THE GROUP
Bt g% = FREREZHBEH

Notes to the Condensed Consolidated Financial Statements (continued)

HASGEMBRRME w

For the six months ended 29 February 2012

Bl 220129F2529H 1L61E A
17. CAPITAL COMMITMENTS 17. AXEE
At At
29 February 31 August
2012 2011
20124 201145
2A29H 8H31H
HK$’000 HK$’000
FET FET
Capital expenditure contracted for BTINEBEZEHENERE
but not provided in the condensed RS E M EREREIESY
consolidated financial statements BEzEREX
in respect of:
— acquisition of property, plant —BEYE  HEREHE
and equipment 40,378 7,432
- additions to intangible assets -REEFEE 8,012 1,386
48,390 8,818
Capital expenditure authorised but BTIEBRZERER
not contracted for in respect of: REHNZEREX
- acquisition of property, plant —BEYE  HEREE
and equipment 1,663 7,540
- additions to intangible assets -RNEEFEE 350 -

2,013 7,540
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For the six months ended 29 February 2012
B F20122529H 1-61E A

18. 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 25 January 2002 and early terminated on 20 January
2011. The primary purpose of the 2002 Scheme was 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 might approve from time to time.

The 2011 Scheme

On 20 January 2011, 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. The 2011

Scheme will expire on 20 January 2021.

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.
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18. UBRHBBERZARXS

20024F 51 &

RATEE —EERESE (T2002F 58] - 5
HAARA T R2002F 1 A25HEBT RIS AE L
B4k B R2011FE1 8208 R AT 48 1k © 2002F 5
ENETEEMAEBLRQARABES S THE - 2
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FEAENEMBENmMSRE—EZEIRX

20115518l
M2011EF18208 > XAFERERE ARITZR
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For the six months ended 29 February 2012

Bi 2201292 529H 1618 A
18. SHARE-BASED PAYMENT TRANSACTIONS (Continued) 18. LRBABERZARRES (B)
The following table discloses movements of the Company’s share TR BEARD TRIE2002F 518 R2011FFEIER
options granted under the 2002 Scheme and the 2011 Scheme HERERBRRZEZEER -
during the period.
Outstanding at
Granted Forfeited Granted 31 August 2011
Outstanding at during during Outstanding at during and
Scheme Data of grant Exerciseprice 1 September 2010 the period theperiod 28 February 2011 theperiod 29 February 2012
g
$F318R
Raon0F9A1E Ra011£2A288 01262098
BE] Rt fife® AT HRERH BhERK AT BRERH AT
Category 1: Directors 2002 17 September 2010 HKS1.29 - 11,200,000 - 11,200,000 - 11,200,000
FI8 €3 WE N0FIA17A 1987
M 18 August 2011 HK1.21 - - - - 9,600,000 9,600,000
M wnEsA1A 12187
- 11200000 - 11200000 9600000 20800000
Category 2: Employees 2002 17 September 2010 HKS1.29 - 11,200000 (4,600,000) 6,600,000 - 6,600,000
EIL R WE 00F9A17A 1937
201 18 May 2011 HKS1.91 - - - - 3,352,000 3,352,000
WIE NFsA18A 19187
0 18 August 2011 HKS1.21 - - - - 13,445,000 13,445,000
WIE - nEsA18A 12187
- 11200000 (4,600,000 6600000 16,797,000 23397000
Two categories RERlER - 17,800,000 44197000
Evercisable at the RERE N/A - -

end ofthe period ¥ TER
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For the six months ended 29 February 2012
Bt Z201242H29H 1618 A

18. SHARE-BASED PAYMENT TRANSACTIONS (Continued)

Further details of the exercisable period of the options granted are

set out in the 2011 annual report.

The Group recognised the total expense of HK$5,406,000 (six months
ended 28 February 2011: HK$1,408,000) for the current interim

period in relation to share options granted by the Company.

19. EVENT AFTER THE REPORTING PERIOD
Subsequent to the end of the reporting period, the disposal of assets

classified as held for sale as detailed in note 13 has been completed.
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18. LBRMBERZARES (E)
EHCREBREZITERBZ2E—SHFBEH
FR20MEFERA ©

AEEBRATHPECRAQTARHE 2 BRERE
FER YA 5,406,000 5T (B E20115F 28288 1k
6 B : 1,408,00058 7T) ©

19. HEHEEIER
NIREHIARE - M3 Es EABERE
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5. AUDITED CONSOLIDATED FINANCIAL 5.
STATEMENTS OF THE GROUP FOR THE

YEAR ENDED 31 AUGUST 2011

S |
Hm
wH

BEE&EE-F——5/\A
I FEZEBRE

The following information is extracted from LTERDE#EAAT -
the audited consolidated financial statements of —— FFEFRECAEEEE S
the Group for the year ended 31 August 2011 as set —— FNA=—HIEFEZ2KREZ
out in the 2011 Annual Report of the Company: mEMEEHRE
CONSOLIDATED INCOME STATEMENT #Z& Wi FR
For the year ended 31st August, 2011
BE-—F——fF/\J=+—HIFE
2011 2010
NOTES HK$’000 HK$'000
e FET FET
Revenue EEE 5 7,593,889 6,148,949
Cost of sales SHE R A (6,429,052) (5,154,109)
Gross profit EF 1,164,837 994,840
Other income HAlg A 54,967 70,351
Gain on disposal of property interests HEMERR ZEBEKRR 12 - 96,387
Reversal of impairment loss on property, plant M EBEREEZ
and equipment BEBKEE - 1,813
Distribution and selling expenses DEREEER (189,496) (244,071)
Administrative expenses THER (613,459) (560,564)
Other expenses HEH (22,281) (59,006)
Finance costs & A 6 (71,589) (48,201)
Impairment loss on assets classified PEABFELERZ
as held for sale EEZREEBX - (1,801)
Impairment loss on property, plant M HBRREZ
and equipment VERIEE=ES - (419)
Net gain on disposal of subsidiaries HEMBARZ
s R 38 20,212 766
Profit before taxation R A0 22 F 343,191 250,095
Income tax expense EEY 7 (103,473) (6,516)
Profit for the year EEERF 8 239,718 243,579
Profit for the year attributable to: BERFERF :
Owners of the Company RATEE A 210,886 223,798
Non-controlling interests R ER 28,832 19,781
239,718 243,579
HK cents/& il HK cents;E 1l
Earnings per share BREF 11
Basic 9N 26.6 28.2
Diluted g 26.6 N/AF 38 A
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME #&Z& 2 mEUE xR

For the year ended 31st August, 2011
HE-_ZE——F/\A=+—HIFE

2011 2010
NOTES HK$’000 HKS'000
M FETT FET
Profit for the year EEERF 8 239,718 243,579
Other comprehensive income (expense): Htp2mEE (BX) :
Exchange differences arising on translation of BRESNIEBEEZ
foreign operations fE =% 7,835 29,316
Reclassification adjustment of translation HEM B A RRE L #E
reserve upon disposal of subsidiaries ZEHDERAE 38 (5,166) (766)
Other comprehensive income for the year EFEEHEMEEWE 2,669 28,550
Total comprehensive income for the year EFEEZEKRRAE 242,387 272,129
Total comprehensive income for the year EBERFEXEAWNSEE:
attributable to:
Owners of the Company RAREBA 209,246 239,444
Non-controlling interests RS 33,141 32,685
242,387 272,129
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Bt g% = FREREZHBEH

CONSOLIDATED STATEMENT OF FINANCIAL POSITION &Z S BRIk R

At 31st August, 2011
R=F——#NA=+—H

At At At
31st August, 31st August, st September,
2011 2010 2009

R-Z——% RZIZ-ZTH RIZFINF
NA=Z+—-B NA=t+-H hA—H

NOTES HK$’000 HK$'000 HK$'000
0t FET FET FET
(restated) (restated)

(RED) (FE5)

Non-current assets FRBEE
Investment properties REMH 12 - - 12,755
Property, plant and equipment MIE - BEREE 13 2,155,311 2,328,801 2,293,055
Prepaid lease payments - non-current BAEERE - FERB BN
portion 14 119,207 125,324 129,491
Consideration receivable - non-current FEWLIE — FETREN SR 1D
portion 16 - - 168,672
Deferred tax assets EEREERE 17 25,689 25,309 16,111
2,300,207 2,479,434 2,620,084
Current assets REEE
Inventories 78 18 1,683,454 1,938,592 1,180,756
Trade and bills receivables EEREBRRFE 19 1,275,741 1,372,026 1,135,082
Prepayments, deposits and other receivables BEATE - BER
Hip W RE 20 214,193 209,979 217,108
Prepaid lease payments - current portion BAEERE - RE IR 14 2,732 2,812 2,848
Consideration receivable - current portion W RE - REE 7 16 - 171,283 64,042
Derivative financial instruments TESBMIA 21 4,984 2,514 -
Tax recoverable AR ERE 3,039 18,957 26,267
Bank deposits with restricted use BREAZEZRITER 22 - - 2,127
Short-term bank deposits EHRITIER 22 106,075 42,438 58,015
Bank balances and cash RITEFREAS 22 1,018,477 627,938 742,400
4,308,695 4,386,539 3,428,645
Assets classified as held for sale SEARBELHEZEE - - 5,493
4,308,695 4,386,539 3,434,138
Current liabilities REAE
Trade and bills payables EERZIEEATIE 23 698,433 867,513 610,859
Other payables and accruals HttENTER BT E 24 320,661 331,771 279,133
Amounts due to non-controlling shareholders R RFRIE 25 80,100 80,100 80,100
Consideration payable - current portion FERHE - REEH 26 23,501 58,446 28,672
Deferred income - current portion EEWA — RBE D 27 1,458 1,458 1,458
Derivative financial instruments fTEemIA 21 108 773 -
Tax payable EFE 131,311 26,187 20,572
Restructuring provisions EARE 28 - 730 4,689
Bank borrowings - due within one year RITEE-—FREH 29 1,443,532 1,604,591 839,538
Bank overdrafts RITES 29 - 3,386 969
2,699,104 2,974,955 1,865,990
Net current assets RBEEFE 1,609,591 1,411,584 1,568,148
Total assets less current liabilities EEBERRBEE 3,909,798 3,891,018 4,188,232
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION &ZSBAFIRRA R

At 31st August, 2011
R=FB——#NA=+—H

At At At
31st August, 31st August, 1st September,
2011 2010 2009

R-Z——% RIZT-ZTH RIZTTNF
NA=+—-B NA=t+-H AA—H

NOTES HK$’000 HK$'000 HK$'000
it FET FET FET
(restated) (restated)

(RED) (EE5)

Non-current liabilities FREBERE
Consideration payable — non-current portion FEARE-FREBH 26 - - 46,316
Deferred income - non-current portion ELEWRA - ERBEH 27 67,080 68,538 69,996
Derivative financial instruments TEEBMIA 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 EEREERE 17 3,055 3,721 3,247
871,572 1,077,923 1,639,475
Net assets EEFE 3,038,226 2,813,095 2,548,757

Capital and reserves BARRRE
Share capital B 30 158,802 158,802 158,802
Reserves e 2,679,224 2,474,523 2,235,079
Equity attributable to owners of the Company RRABEB AEMLER 2,838,026 2,633,325 2,393,881
Non-controlling interests FERER 200,200 179,770 154,876
Total equity EREE 3,038,226 2,813,095 2,548,757
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STATEMENT OF FINANCIAL POSITION B FE ik il 3=

At 31st August, 2011
R=F——#NA=+—H

2011 2010
NOTES HK$’000 HKS’000
iok=3 FEx FET
Non-current assets ERBEE
Property, plant and equipment W HEBEREE 13 5,441 4,932
Investments in subsidiaries KB RRE 15 32,539 33,856
37,980 38,788
Current assets MEEE
Prepayments, deposits and other receivables FEMARIE - RERHEAM
FE W RIE 20 6,666 17,131
Amounts due from subsidiaries fft B8 2~ | Fr X 78 15 3,457,621 3,152,295
Derivative financial instruments fTESmIA 21 - 2,508
Tax recoverable AT Uy [B] % 18 314 314
Bank balances and cash BTEERERES 22 85,585 32,831
3,550,186 3,205,079
Current liabilities nEEE
Other payables and accruals HiENRERETER 24 18,742 13,085
Amounts due to subsidiaries PN NGB G| 15 1,031,238 668,485
Tax payable AR 1E 41,000 -
Bank borrowings — due within one year RITEE-—FREH 29 761,916 658,344
1,852,896 1,339,914
Net current assets ARBEEFE 1,697,290 1,865,165
Total assets less current liabilities EELERRBAR 1,735,270 1,903,953
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At 31st August, 2011
R-F——F/IA=+—H

2011 2010
NOTES HK$’000 HK$'000
M FETT FET
Non-current liabilities FREBEE
Derivative financial instruments fTEEMIA 21 45,583 54,389
Bank borrowings - due after one year IRITEE-—FEIH 29 701,638 873,867
747,221 928,256
Net assets EEFE 988,049 975,697
Capital and reserves EARRHE
Share capital B 30 158,802 158,802
Reserves #%E 32 829,247 816,895
Total equity EmBE 988,049 975,697
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FEEZHBEH

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31st August, 2011
BE-_FT——F/N\A=1+—HIFE

Attributable to owners of the Company

FEERBHYR

ARAREARE
Capital Share Non-
Share Share redemption  Translation options  Statutory  Retained controlling Total
capital  premium reserve reserve reserve  reserves profits Total interests equity
Ex FER
Bx  RHRE RERE ENRE BRERE iERE  REEA hE BE BRAE
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
fér  FEr  FEr  TEr  TEr  FEr FEr TEn FiEr FiEr
(note)
()
At 15t September, 2009 RZZERENA-A 156802 197,14 0 (50784) - 3785 2050744 2393881 154876 2548757
Exchange differences arisingon ~ BESHEREL
translation of foreign operations ~ ZE L EH - - - 16412 - - - 16412 12,904 29316
Release upon disposal of HE-BHBLAE
a subsidiary (note 38) & (hidss) - - - (766) - - - (766) - (766)
Profit for the year REEER - - - - - -39 3% 19781 43579
Total comprehensive income REEXENEAE
for the year - - - 15,646 - - 223,798 239,444 32,685 2712129
Transfer B - - - - - 4408 (4408) - - -
Dividends paid to non-controlling TR E FFERKE
shareholders - - - - - - - - (7,791) (7,791)
At 315t August, 2010 RZE-2f
NE=1-H 158,802 197,124 210 (35,138) - 42193 2270134 2633325 179770 2,813,095
Exchange differences arisingon ~ BEBHNEREE
translation of foreign operations  ZE X% - - - 3526 - - - 352 4309 7835
Release upon disposal of HEWBLAR
subsidiaries (note 38) Bl (i) - - - (5,166) - - - (5,166) - (5,166)
Profit for the year REEEA - - - - - - 210886 210886 28832 239718
Total comprehensive (expense) ~ REE2TE (%) ki
income for the year aE - - - (1,640) - - 210,886 209,246 33,141 242,387
Equity-settled share-based NEREEURAAER
payments 237 - - - - 3,395 - - 339 - 339
Dividend recognised as distribution BBH2 K2R 5 - - - - - - (7,940) (7,940) - (7,940)
Capital contribution from FERRE2TE
a non-controlling shareholder - - - - - - - - 4 4
Dividends paid to non-controlling 2 REFHERRR
shareholders - - - - - - - - (11,900) (11,900
Appropriation to a non-controlling BUB K B2 7%
shareholder upon deregistration 2K FEERRR
of a subsidiary - - - - - - - - (815) (815)
At 315t August, 2011 RZE--%
NE=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 Miat: ZEREBEETETEARKLNE (HE])

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

WHBLARAMNESRPEEENB/RRNE
BERZERZSHBARAE THENHRR
BENBENSE RENBLARAKERMA
RUAYIRER -
BA -BREBRMNEADNEBRHEAR

ZEMBETRRNBRHER  BE

capital, expansion of the relevant subsidiary’s operation and for the welfare

of the subsidiary’s staff and workers.
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FINANCIAL INFORMATION ON THE GROUP

FEEZHBEH

CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31st August, 2011
HE-_ZE——F/\A=+—HIFE

mEH&R

BR

2011 2010
NOTE HK$’000 HKS'000
Hrat FET FET
(restated)
(L& 5)
OPERATING ACTIVITIES “EEHE
Profit before taxation BRB A 2 R 343,191 250,095
Adjustments for: FE
Amortisation of deferred income IEFE U A (98 85 (1,458) (1,458)
Depreciation of investment properties REWMEZITE - 121
Depreciation of property, plant and equipment M BBERBEZITE 256,808 239,919
Equity-settled share-based payments DREG#EEUARDAER
AN 3,395 -
Finance costs BB R A 71,589 48,201
Gain on disposal of property interests HEMERRZAMBKRE 12 - (96,387)
Impairment loss on property, plant and M EEREEZ
equipment VERIEE=ES - 419
Impairment loss on assets classified as held PEABELHEZEE
for sale ZREEB % - 1,801
Interest income FE WA (9,779) (18,506)
Loss on disposal/written-off of property, plant HE EHEWE - KER
and equipment, other than property interests REZEE (WEER
BR4M) 5,169 14,740
Net gain on disposal of subsidiaries HEMB AR Z KRR
k) (20,212) (766)
Impairment loss (reversed) recognised on trade BRAEERKFEZ
receivables, net REE X (BRE) FE (8,245) 24,870
Reversal of impairment loss on property, M HBERREZ
plant and equipment WEEBREE - (1,813)
Release of prepaid lease payments EREEREEE 2,791 2,027
Operating cash flows before movements in RBESEBAIMNEE
working capital HEeERE 643,249 463,263
Decrease (increase) in inventories FEMRD () 261,532 (753,855)
Decrease (increase) in trade and bills receivables EEREBERRIE
R A (42 h0) 100,961 (264,100)
(Increase) decrease in prepayments, deposits and ~ FA{IFIE e R H AU
other receivables IE 2 (3Bm) imL (14,516) 23,312
Net movement in derivative financial instruments T4 €M T ENEEHFE (11,941) 21,750
(Decrease) increase in trade and bills payables EEREERESRE
H9 ORi4>) 8 hn (199,779) 245,106
Increase in other payables and accruals HithENREREFER
#9142 hn 2,943 51,913
Decrease in restructuring provisions BAREBRD (730) (3,959)
Net cash generated from (used in) operations EERS (TR NREFE 781,719 (216,570)
Hong Kong Profits Tax refunded BEEBFEHR 21,689 279
Overseas taxation paid 2RI RIE (5,196) (2,594)
NET CASH FROM (USED IN) OPERATING EERB RSB (FAA)
ACTIVITIES MWREFEE 798,212 (218,885)
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31st August, 2011
BE-_FT——F/N\A=1+—HIFE

HEHERER

2011 2010
NOTES HK$’000 HKS'000
e FETT FETT
(restated)
(RR&EZ)
INVESTING ACTIVITIES REIEWAE
Consideration received for sale of assets classified HEDIBABFEHEZ
as held for sale EEZTBRE 192,550 80,971
Proceeds from disposal of subsidiaries HEME QB MEBRIE 38 46,600 -
Interest received 2 WA B 3,270 3,484
Proceeds from disposal of investment properties, ~ HEREWE - W -
property, plant and equipment and prepaid lease ~ #25 & 28 LA R FE 1+
payments HEREEBRIE 2,412 119,808
Purchase of property, plant and equipment BEYIE  HERERE (110,334) (266,632)
Proceeds from disposal of assets classified asheld HEDEABFIEHEZ
for sale EEBNRE - 4,903
Decrease in bank deposits with restricted use BRH AR ZIRITER
IR 2 - 2,127
NET CASH FROM (USED IN) INVESTING REWAB B (FA)
ACTIVITIES MWREFEE 134,498 (55,339)
FINANCING ACTIVITIES REIER
Repayment of bank borrowings EERTEE (3,904,647) (2,548,595)
Interest paid 2NRE (62,496) (60,779)
Payments for consideration payable FTATESRE (35,630) (18,195)
Payments as compensation and for acquisition TR ERWKERB QA
of additional interest in a subsidiary FIMER 24 (13,721) -
Dividends paid to non-controlling shareholders EREFIZERBRER (11,900) (7,791)
Dividends paid 2R E (7,940) -
Appropriation to a non-controlling shareholder EXCH & Bt B A ) B
upon deregistration of a subsidiary DIRTFIERR (815) -
New bank borrowings raised HEEZIRITHRE 3,556,825 2,773,938
Capital contribution from a non-controlling FERBRRETE
shareholder 4 -
NET CASH (USED IN) FROM FINANCING BEIER (FTA) 8
ACTIVITIES WREFRE (480,320) 138,578
NET INCREASE (DECREASE) IN CASH AND HeREARLEEN
CASH EQUIVALENTS BinORD) FE 452,390 (135,646)
CASH AND CASH EQUIVALENTS AT BEGINNING REFERABHNRASR
OF THE YEAR ZEBELER 666,990 799,446
EFFECT OF FOREIGN EXCHANGE RATE CHANGES ERESHNE 5,172 3,190
CASH AND CASH EQUIVALENTS AT END OF REFELAZRNESR
THE YEAR £EHRLER 1,124,552 666,990
ANALYSIS OF THE BALANCES OF CASH AND ReRERBELER
CASH EQUIVALENTS: BEEHDN
Short-term bank deposits BHRITER 106,075 42,438
Bank balances and cash RITEERES 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—F——FN\A=+—HIFE

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st August, 2011
BE-_FT——F/N\A=1+—HIFE

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—F——FN\A=+—HIFE

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®
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st August, 2011
BE-_FT——F/N\A=1+—HIFE

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.
3 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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Fft £% =

FINANCIAL INFORMATION ON THE GROUP

FEEZHBEH

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st August, 2011
BE—F——FN\A=+—HIFE

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.
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FINANCIAL INFORMATION ON THE GROUP
FEEZHBEH

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st August, 2011
BE-_FT——F/N\A=1+—HIFE

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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FINANCIAL INFORMATION ON THE GROUP

FEEZHBEH

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st August, 2011
BE—F——FN\A=+—HIFE

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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FINANCIAL INFORMATION ON THE GROUP

FEEZHBEH

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st August, 2011
BE-_FT——F/N\A=1+—HIFE

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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FINANCIAL INFORMATION ON THE GROUP
FEEZHBEH

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st August, 2011
BE—F——FN\A=+—HIFE

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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FINANCIAL INFORMATION ON THE GROUP

FEEZHBEH

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st August, 2011
BE-_FT——F/N\A=1+—HIFE

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.

152

FEMBMRME

3. FESFHEE(#)

@I A (#)

EREE ()

B REKFERE
EREBARETIHERARBURABREEEM

BEFR HEFZBEEERY  ROSER

BRRERRERBE-—ERLSENEN - S@F

AARREREZBNTE - WS TLURME-

HENSEEETERRE !

- BOARHFOILEBREMBERE S

. BREN HIUOXBRERFERES M
E -1

- BRAREUESESHERETHS
B4 5%

. EUBRESERERMEENEED S
Wk o

BRETENNESREE (MEXRWIE) TS
EBFLREFGNEESNARES — 45
R E - BUREBEASHRNEAETRREN
BEAEENBTHRER AERERERN
EHRAEE 2 RBIE R E R i E &M
MR AEEBHEBERRAEREEE -

HEBANIRERBREERAEEHBRER
REZAER TRZEENREEREZEREL
ERAERERNETARAREERERENEZH

o

ﬂl_«
il



APPENDIX II
Fft £% =

FINANCIAL INFORMATION ON THE GROUP
FEEZHBEH

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st August, 2011
BE—F——FN\A=+—HIFE

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.

153

FEMBHRME

3. FEGFHEE &)

£@IA (&)

EHEE (F)

B RERSEHE (&)
BRABEERREWNRENS  EXKERRE
WIREEEERRERXAE HEEXRBUXK
HERSN - HEREEDEBEABEREMAR -
BRERENRAESSNEDAER - HEX
FEWRER AR BEERE - BIRBHE IR A Y o
HEW @B E MR ET ABERA -

HRAERBE  REBLXESERD  MzED
AEBHEREREABIARBRENSHER
BIEABRANBREBRLAEBEERE - 2E
ERBEREEANKREETSBEBELER
REENERTEENE #HERA -

cHERREZIR
EERBRTNEREERES TRIIER
VUHENZHBERSHEBERESZIANE
EMDE -

BETADREEERBENGRAEEEER
EEEANBESNEAEGHN AEEZEH
BE-RIBATESRTIARHMLEREE -



APPENDIX II
Fft £% =

FINANCIAL INFORMATION ON THE GROUP

FEEZHBEH

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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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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For the year ended 31st August, 2011
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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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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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For the year ended 31st August, 2011
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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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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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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. BEBERIEER (A)
(continued)
2011 —E—-—F
Hong Sri Segment
Kong ~ ThePRC  Taiwan Korea lanka  America Europe Others total Eliminations Consolidated

ER w8 L] B HENF 5N BN AHHE  ARAE bk &8
HKSO00  HKSO00  HKS'000  HKSO00  HKSO00  HKSO00  HKS000  HKS'000  HKSO00  HKSO00  HKS'000
FEr  TEL  fEx TEr TEr TEL TEx TEx TEr  TEL  TEi

REVENUE RS

External sales Hge 2000673 1484926 1072529 782444 748313 33167 81,133 1,002,244 7,593,889 - 7593889
Inter-segment sales (note) FEREEWR) 4832987 2,719,455 - - 486374 85574 - 65462 8,189,852 (8189,852)

Total segment revenue ARLEBEE 6923660 4204381 1072529 782444 134687 417200 81,133 1,067,706 15783741 (8,189,852 7,593,889
RESULTS £5

Segment profit HEEF 4480 188802 153,923 113,239 79632 13657 9704 140,517 973,954
Interest income FEHA 9,779
Unallocated income FARBA 4316
Unallocated expenses RAERE (593,481)
Finance costs BEAK (71,589)
Net gain on disposal LERBAR MR

of subsidiaries lheyes 20212
Profit before taxation BEARA 343,191
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5. REVENUE AND SEGMENT INFORMATION 5. BEERIEER(H)
(continued)
2010 —E-FF
Hong St Segment
Kong ~ ThePRC Taiwan Korea lanka  America Europe Others total  Eliminations  Consolidated
X hE L] g4 EEET £ Bl HfgE  2BEE B3f &a
HKS000 HKS'000 HKS'000 HKS'000 HKs'000 HKs'000 HKs'000 HK$'000 HKS'000 HKS'000 HKS'000
Fér  FEr  FEr  FEr  TEr TR TR TEr FEr FET FEn
REVENUE 428
External sales HIMEE 1707561 1,045977 910,026 609452 631,836 246,681 53,148 944268 6,148949 - 6148949
Inter-segment sales (note) ARREE () 429,142 2951383 - - 386,798 37,580 - 154593 7.82649%  (7,82649) -
Total segment revenue AEERBAE 6,003,703 3,997,360 910,026 609452 1018634 284,261 53,148 1098861 13975445  (782649%)  6,148949
RESULTS S
Segment profit (loss) AERA(EE) 19088 122841 130460 87886 720% (729) 4910 134989 w54
Interestincome AEHA 18,506
Gainon disposalof property  HEHNE R
interests it 96,387
Reversal of mpairment loss ~~ #1% + BER#REZ
on property, plant and HEBXER
equipment 1813
Unallocated income FARBA 252
Unallocated expenses RAERE (563,029)
Finance costs RERA (48201)
Impairment loss on assets ARABELELEE
dlassified as held for sale ZHEER (1.801)
Impairment loss on property, 1%+ BER R
plant and equipment ZHERX (419)
Gain on disposal of asubsidiary  HEHBAT 2 W& 766
Profit before taxation BHEERH 250095
Note:  Inter-segment sales are charged at prices with reference to the prevailing Wi DEBHEEZERNDSREFZMSEKM
market rates. HEE °
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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.

Other segment information

Amounts included in the measure of segment profit or loss:

FEMBMRME

5. EXERIBEN (H)

ARSI ECEHBRREAEE AR Z2E
FEEAER - 2 BBFBRIDIES D EMR
MREENEFBE BPLREFAFR
THRAREMER (BEFERLEEZEER
MEA EZME RTEARS) - HE B
WA HEVERS 2B RS HEFEH
ME BERRB2UERNEE WE - HB
REEURDERFFEHECZEEZRERX
SRERARE - STESRMIAZRERER
FE BMEARARBEMBARZFAEREF
BE-LMDBERIERERFTEMAERLRF
ExeERCEE -HOBREERBELREA
EHIHRE BZERREAEARRAESE

25 -

Htn |EH
EEEAGESBRTNSBEZSHE

Hong Kong The PRC Taiwan Korea  Srilanka America Europe Others Consolidated
B HE =) | 28 HEET Byl BN HHHE &4
HK$'000 HKS$'000 HKS'000 HKS'000 HKS$'000 HKS$'000 HKS$'000 HKS'000 HK$'000
AT A7 A7 - FET AT A7 A7 FET
201 “E--f
Impairment loss (reversed) EXRWFEZEER
recognised on BEEX(BE)
trade receivables, net 2E (4,499) 1,224 581 17 (567) (48) (46) (4,907) (8,245)
2010 —2-8%
Impairment loss recognised EXRUHEZCED
(reversed) on trade HEEX (BE)
receivables, net #E 7197 5,067 7631 - 14 (544) (40) 5445 24870
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5. REVENUE AND SEGMENT INFORMATION 5. BXERIEER (&)
(continued)
Revenue from the Group’s products rEBEEMZEESE
The following is an analysis of the Group’s revenue from external UTARERESAKEERBEITEFEXRE
customers by products: Z A
2011 2010
HK$’000 HKS'000
FET FET
Production and sales of dyed fabrics, DERHEERH BABERY
sewing threads and yarns (note) (H1&t) 6,643,889 5,419,354
Production and sales of garments HEREERK 950,000 729,595
7,593,889 6,148,949
Note:  The balance substantially represents revenue from sales of dyed fabrics M MEEENSHEIEYEETERAMGERH

for both years.

Geographical information it 35 & B
The following is an analysis of geographical location of the Group’s non- NBERR  RNREBZERBEE (f17) ki
current assets (note) at the end of the reporting period: MBS AOT :
At At At
31st August, 31st August, 1st September,
2011 2010 2009

—E—_—F —E-THE —EEAE
NB=+-8A NRB=+-H hA—-AH

HKs’000 HK$'000 HK$'000
FET FET FET
(restated) (restated)

(&5 (RE5)

The PRC FE 2,081,324 2,248,900 2,219,217
Hong Kong 58 21,556 22,287 48,706
America EM 201 193 255
Sri Lanka HEMF 170,198 181,160 164,879
Others Hinip & 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 Mt FARBEETEBREURERELRBEE -

assets.
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5. REVENUE AND SEGMENT INFORMATION 5. EXERIEEH (H)
(continued)
Information about major customers FRXTEEFZEH
No revenue from individual customer contributed over 10% of the total REBZ-ZE——FNA=+—-BLELRMEFEZ
revenue of the Group for each of the two years ended 31st August, 2011. EFE VHERBAENZFP2EEREAERE
EBEBBEI0% -
6. FINANCE COSTS 6. BAE A
2011 2010
HK$’000 HK$'000
FETT FET
Finance costs on: R RS
Bank borrowings wholly repayable ARNEFR2EEEZRITEE
within five years 70,904 48,020
Imputed interest expense on consideration BRREZEERNSBXZ (Mit26)
payable (note 26) 685 1,653
Total finance costs A& R A48 1E 71,589 49,673
Less: amounts capitalised (note 13) W ALEEESEE (1 13) - (1,472)
71,589 48,201
Finance costs capitalised during the year ended 31st August, 2010 BE-E-ZEN\A=+—HILEE{EEE
arose on the general borrowing pool and were calculated by applying PRHERATH—REEEBEEL  WKREE
a capitalisation rate of 2.06% per annum on expenditure of qualifying BEERSTUBARLEER06%TE o
assets.
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7. INCOME TAX EXPENSE 7. FABBIxXH
2011 2010
HK$’000 HKS$’000
FET FET
Current tax: =FEBE :
Hong Kong &8 52,164 6,795
The PRC H 9,396 3,307
Other jurisdictions Hihw &b &E 3,318 22
64,878 10,124
Under(over)provision in prior years: BAEFERETE (BEREMB)
Hong Kong BB 9 -
The PRC HE (1,865) 5,741
Other jurisdictions Hthal it E 497 (625)
(1,359) 5,116
Provision for the tax audit BHEEERE 41,000 -
104,519 15,240
Deferred tax (note 17): ELEBLIE (Mat17) -
Hong Kong BB 78 8
The PRC HE (729) (8,901)
Other jurisdictions Higa i 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 EBANEBHIIREFE ZMETERREF L
estimated assessable profit for the year. 16.5% (ZZF—ZF 1 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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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.
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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:

FEMBMRME

7. BB X (&)

REERGEREROBEIHERBARF
MEERINT

2011 2010
HK$’000 HKS’000
FET FET
Profit before taxation Rt AT 2 F 343,191 250,095
Tax at domestic rates applicable to profits or EBEALHEZBEER 2
losses in the jurisdiction concerned EH R ENHIE 35,142 23,809
Tax effect of expenses not deductible for ERTENBNBKSZE
tax purpose 4,755 989
Tax effect of income not taxable for tax purpose WABERBHNHESZ (12,521) (23,562)
(Over)underprovision in prior years BEFE (BEEBE BEBTE (1,359) 5116
Provision for the tax audit BMIEEERE 41,000 -
Tax effect of tax losses not recognised BMEEBAMEINTSSE 45,689 32,194
Tax effect of other deferred tax not recognised EMELEHRERFERNRETE 20,737 12,356
Income tax at concessionary rate BRESBRTENMER (623) (1,102)
Utilisation of tax losses previously not recognised EABFRFEBIANFHIEEE (18,215) (35,838)
Utilisation of other deferred tax previously ERBERWEINEMELTRE
not recognised (10,482) (7,914)
Deferred tax (reversed) provided on FREL R AN B A R FE OB Y
withholding tax on PRC and overseas ELERIE (B E) R
subsidiaries (736) 474
Others Hits 86 (6)
Tax charge for the year EFEREXH 103,473 6,516
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8. PROFIT FOR THE YEAR

8. RFEEEF

2011 2010
HK$’000 HKS'000
FET FET
(restated)
(REH)
Profit for the year has been arrived at EFERFNEHNRTZ :
after charging:
Auditors’ remuneration 2B AM =2 A 4,600 4,770
Cost of inventories recognised as expenses BRABAZFEERK 6,429,052 5,154,109
Depreciation of investment properties BRENEZITE - 121
Depreciation of property, plant and W WEBREEZITE (HE)
equipment (note) 256,808 239,919
Employee benefits expense (including directors’ EBEERAZE (BFEHNMTIZ
emoluments set out in note 9) EEM2) 876,284 751,736
Impairment loss recognised on trade BRAEERWIE ZREERXFE - 24,870
receivables, net
Loss on disposal/written-off of property, HE EHEYE - BERERBZER
plant and equipment, other than property (M EREZBRN) (BEEH
interests (included in other expenses) fhEAR) 5,169 14,740
Net exchange losses (included in other expenses) [EREEFE (BEETEMERR) 17,112 5,086
Net loss from derivative financial instruments TEERMIAZEBEFE(EE
(included in other expenses) EHEMEAR) - 39,180
Release of prepaid lease payments included in BEEUTEEANBLHEERE
B
- cost of sales (note) —SHER A (BfaFE) 2,711 1,914
- administrative expenses —THER 80 113
and after crediting: kEFTA:
Amortisation of deferred income* JEFE U N B 88 85> 1,458 1,458
Imputed interest income on consideration BRREZEEREWA (Hiti6)
receivable* (note 16) 6,469 15,055
Interest income* F B g A 3,310 3,451
Net rental income from investment properties* REMENES WA FE - 2,590
Net gain from derivative financial instruments* fTESmMI Az R FE 2,521 -
Impairment loss reversed on trade receivables, net % % fEUNFH 18 2 R E 1B K FEEE 8,245 -

* Included in other income

* BEEEMKAR
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8. PROFIT FOR THE YEAR (continued)

FEMBMRME

8. REERAF (&)

Note:  Upon the application of amendments to HKAS 17 “Leases” (see note 2) M RREEEAEBSTTENZI7RIEAE]I2
during the current year, the Group reclassified an amount of HK$245,000 BIR(RKFE2) % AEEAKEBE-_Z—Z
from release of prepaid lease payments to depreciation of property, plant FENA=+-RLEFEEzEMHEHEREEY
and equipment for year ended 31st August, 2010. 2450008 TEH P BEME HERIEZ

e o
9. INFORMATION REGARDING DIRECTORS’ AND 9 EEREEMEER
EMPLOYEES' EMOLUMENTS

(a) Directors’ emoluments a) EE#ML

The emoluments paid or payable to each of the ten (2010: nine) directors ENBENE TN (ZE—ZFF  Afu) PE—

were as follows: NEENMESOT :

2011 —E——fF

CHOwW 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
Ry Efz EEE RE® VEE RHE AER IRZ BRE SEES faf
HKS$'000  HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HK$'000 HK$'000 HK$'000 HK$'000
fErx FEr THEx FErn TFExr TEx FEr TExT TErL FErT TEn
(notei)  (noteii)
(W) (Heti)
Fees ik - - - - - 75 250 200 200 200 925
Other emoluments Hiie
Salariesand other benefits ~ HEREMER 12,849 3185 1357 2826 1,732 - - - - - 21,949
Equity-settled share-based  SAEZRLEEURH
payments REB MR - 726 331 726 - - - - - - 1,783
Retirement benefits BINERIEE
scheme contributions 3 - 230 74 185 69 - - - - - 558
12,849 4141 1,762 3,737 1,801 75 250 200 200 200 25,215
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9. INFORMATION REGARDING DIRECTORS’ AND
EMPLOYEES' EMOLUMENTS (continued)

(a) Directors’ emoluments (continued)

FEMBHRME

9. EXREEMEEN (B)

(@) EZME (8

2010 - Y-S
CHOW FUNG
HA HA HA LAU NG WONG Wing YEH
Chung  Kam On, Hon YEN Hong Kwok Kwong Kin, Yi Hao,
Fong Victor Kuen  Gordon Yon Tung Chi Anthony Yvette Total
ER¥  Effiz EER  BEH MERE GER IBZ AAkRE BEEH fBE
HK$'000  HKS'000  HKS'000  HK$000  HKS'000  HKS000  HKS'000  HKS'000  HK$000  HKS'000
fér TErn TFErT FEr  FEr  TEr  TEr  FExr  FErT  FER
(note i)
(Hiti)
Fees Bt - - 150 - - 250 200 200 150 950
Other emoluments HitMe
Salaries and other benefits ¥ & & E g7 12,849 2454 666 1962 2,498 - - - - 20429
Retirement benefits BRERIE
scheme contributions #3 - 184 13 136 165 - - - - 498
12,849 2,638 829 2,098 2,663 250 200 200 150 21,877
Notes: Vo=

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

(i) Mr. CHAN Yuk Yin was appointed as a non-executive director of the Company

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.

177

(i)

(i)

MEBEEEER-Z-——F=A—-RARME-

REELAER-Z-——F=A—-HBEZERX
DRFHTES -

REFE AEEYEQEIMESITHE
LAERAMBASER A MALEBRNREHR
BRHAE FFEMEESREEAYNE -



APPENDIX Il FINANCIAL INFORMATION ON THE GROUP
FEEZHBEH

Bt 8% =

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  &x & B4 F5 ¥R SR M 5%

For the year ended 31st August, 2011
BE-—E——FNA=+—HILFE

9. INFORMATION REGARDING DIRECTORS’ AND
EMPLOYEES' EMOLUMENTS (continued)

(b) Employees’ emoluments
The five highest paid employees included three (2010: three) directors,
whose emoluments are set out in note (a) above. Emoluments of the

remaining two (2010: two) employees are as follows:

9. EEREEMEEN (F)

(b) EEME

EEMENAERREERE =ML (=ZF—
i) ES - HBSFBEHRN LR Q)

FE =

BT

L(ZE-2F WU EENMESWT :

2011 2010
HK$’000 HK$'000
FExT FET
Salaries and other benefits HFeRHEMER 5,080 4,470
Retirement benefits scheme contributions BRRGE R B 186 307
Equity-settled share-based payments UREREEUROAER 2R 754 -
6,020 4,777

Their emoluments were within the following bands: BEZMENFUTHAER :
2011 2010
HK$2,000,001 to HK$2,500,000 2,000,00178 7T £2,500,0005%8 JT 1 2
HK$3,500,001 to HK$4,000,000 3,500,00178 7T £4,000,00058 JT 1 -
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FEMBHRME

10. DIVIDENDS 10. RE
2011 2010
HK$’000 HKS$’000
FET FET
Dividend recognised as distribution EFECEIDMZEE
during the year:
2010 final dividend of HK 1 cent (2010: Nil) —E-ZFEREBRESRKRIBWL
per share (ZZE—ZF ' |) 7,940 -
No interim dividend was paid or proposed for both years. PAREFETREARERFARE -
The final dividend of HK 1 cent in respect of the year ended 31st AAREEREBRNBE_Z——FN\A

August, 2011 (2010: HK 1 cent) per share, amounting to HK$7,940,000
(2010: HKS$7,940,000) in total, has been proposed by the directors of

the Company and is subject to approval by the shareholders in the

forthcoming annual general meeting.

= inkis ;40
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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:

FEMBMRME

1. ERER
ADNAFEEANEEESREARBERA RS

THBETE

2011 2010
HK$’000 HKS’000
FETT FET
Earnings EA
Profit for the year attributable to owners A EERERNRBERF A
of the Company for the purposes of ZAEABEBEANEERFERA
basic and diluted earnings per share 210,886 223,798
2011 2010
Number of shares R & B
Number of ordinary shares for the purposes M EERERNRBERFMA
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 12. REME
HKS'000
FET
cosT R
At 1st September, 2009 R-ZEZEAFAA—A 14,176
Disposals HE (14,176)
At 31st August, 2010 and 2011 R-ZE-ZFR-ZF——FN\A=+—H -
DEPRECIATION e
At 1st September, 2009 R-ZEZEAFAA—A 1,421
Provided for the year EFERE 121
Eliminated on disposals HH 65 B i 84 (1,542)
At 31st August, 2010 and 2011 R-ZE-ZFR-ZF——FN\A=+—H -
CARRYING VALUES REE
At 31st August, 2010 and 2011 R-ZE-—ZEER-ZE——FNA=1+—H -

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:
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12. INVESTMENT PROPERTIES (continued)

12. REW= (K)

HK$'000

FET

Investment properties BREME 12,634
Property, plant and equipment M HEERRE 10,624
Prepaid lease payments FENEERE 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. Y13 - HERRE

THE GROUP e
Freehold Furniture,
and fixtures and Plant and Motor  Construction
leasehold land Buildings  equipment machinery vehicles  in progress Total
AABER B HE
REHLH BT RikfE BERE BH EEIR e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
- - FiEx FiEx FiEx FiEx FET
)y) RA
At Tst September, 2009 RZBEAENA-H
(originally stated) (REZ7) 1921 689,296 732,290 2,288,209 32,616 289,801 4,034,133
Effect of application of EREBETERNSZ 7S
amendments to [ME|zBiIAzE 2
HKAS 17 "Leases" 21,152 - - - - - 21,152
At 1st September, 2009 RZZEZAENA-H
(restated) (FE5) 23,073 689,296 732,290 2,288,209 32,616 289,801 4,055,285
Currency realignment MEREER 420 21,130 3,391 17,606 1,066 1279 44,892
Additions £ - 67,799 59,166 71,205 3,057 65,405 266,632
Interest capitalised (note 6) FIBLEEE (W) - - - - - 1472 1472
Reclassifications EiE - 287,645 10,792 8,275 - (306,712) -
Transfer to assets classified ERZLBABELE
as held for sale ZEE - - - (11,632) - - (11,632)
Disposals/written-off HE/EH - (20,329) (40,001) (300,205) (1,807) - (362,342)
At 315t August, 2010 RZZ-ZENA=+-H
(restated) (ZE7) 23,493 1,045,541 765,638 2,073,458 34,932 51,245 3,994,307
Currency realignment MEREER 5 6,328 9,766 21318 344 812 38,573
Additions £ - 2,900 23,014 58,224 4,813 21,383 110,334
Reclassifications i - - 51,531 602 - (52,133) -
Disposals/written-off e/ - - (14,759) (19,524) (8,538) - (42,821)
Disposal of subsidiaries (note 38)  HEH B AR (#7i38) - (39,255) (56) (200) (411) - (39,922)
At 315t August, 2011 RZE--ENA=+-AH 23,498 1,015,514 835,134 2,133,878 31,140 21,307 4,060,471
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13. PROPERTY, PLANT AND EQUIPMENT (continued) 13. W% - HBREEE)
Freehold Furniture,
and fixtures and Plant and Motor  Construction
leasehold land Buildings  equipment machinery vehicles  in progress Total
KARHE %8
REEHLH BF e BERE EL] ERIE #BE
HK$'000 HKS'000 HKS'000 HK$'000 HK$'000 HK$'000 HK$'000

FEx FEx FEx FEx TEx TErx FEx

DEPRECIATION AND RERAE

IMPAIRMENT
At 15t September, 2009 RZZEEAENA-H

(originally stated) (RE23) - 142,344 430,364 1,152,832 24,789 15 1,750,344
Effect of application of EREESHENEH

amendments to [MElzBTAzyE

HKAS 17 “Leases” 11,886 - - - - - 11,886
At 1st September, 2009 R=ZEZAENA-H

(restated) (BE5]) 11,886 142,344 430,364 1,152,832 24,789 15 1,762,230
Currency realignment MEREES - 2,494 2214 9,258 893 - 14,859
Provided for the year (restated) 2 FE & (LE7) 245 34,707 59,342 142,478 3147 - 239,919
Reversal of impairment loss HERXER - - - (1,780) (18) (15) (1,813)
Impairment loss recognised ERZNEABELEL

upon transfer to assets EENBIAZHERA

classified as held for sale - - - 419 - - 419
Eliminated on transfer to assets ~ BREZHBABELE

classified as held for sale ZEERNE - - - (10421) - - (10,421)
Eliminated on disposals/ HE /TR

written-off - (9,265) (35,701) (293,122) (1,599) - (339,687)
At 31t August, 2010 RZZE-EENA=1-H

(restated) (&E7) 12,131 170,280 456,219 999,664 27,212 - 1,665,506
Currency realignment PEREED - 2378 8,074 19,677 251 _ 30,380
Provided for the year REERE 245 43612 58,162 151,525 3,264 _ 256,808
Eliminated on disposals/ HE /FHERH

written-off - - (11,345) (15,833) (8,062) - (35,240)
Eliminated on disposal of HENB L AEME

subsidiaries (note 38) (Hiit3s) - (11,827) (45) 67) (355) - (12,94)
At 31st August, 2011 RZE--ENA=1-H 12376 204,443 511,065 1,154,966 22310 - 1,905,160
CARRYING VALUES REE
At 315t August, 2011 RZE--¥NA=1+-H 11,122 811,071 324,069 978,912 8,830 21307 2,155,311
At 315t August, 2010 RZE-ZFNA=1-H

(restated) (&E35) 11,362 875,261 309,419 1,073,794 7,720 51,245 2,328,801
At 1st September, 2009 R=ZZAENA-H

(restated) (BE5) 11,187 546,952 301,926 1135377 7,827 289,786 2,293,055
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BE-—_E——FENNA=+—HIFE

13. PROPERTY, PLANT AND EQUIPMENT (continued)

13. 1% - BB RRE (8D

THE COMPANY b |
Furniture,
fixtures and Motor
equipment vehicles Total
B #EB
R®#E HEH wE
HK$’000 HK$'000 HK$’000
FET FET FET
COST 2%
At 1st September, 2009 A—EZAFENA—H 38,702 2,282 40,984
Additions 3 1,267 907 2,174
Written-off B (10) - (10)
At 31st August, 2010 R-ZE-ZFNA=+—H 39,959 3,189 43,148
Additions i 1,342 1,231 2,573
Disposals/written-off HE ST (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-ZZEZEAFNAA—AH 34,221 2,165 36,386
Provided for the year EEERE 1,776 64 1,840
Eliminated on written-off = 68 B Rl EH (10) - (10)
At 31st August, 2010 A—E—ZEFNA=+—H 35,987 2,229 38,216
Provided for the year EEERE 1,579 485 2,064
Eliminated on disposals/written off T 8 B 8 (1,201) - (1,201)
At 31st August, 2011 R-ZE——FNA=+—H 36,365 2,714 39,079
CARRYING VALUES REE
At 31st August, 2011 RZE——FNA=+—8 3,735 1,706 5,441
At 31st August, 2010 R-ZZE-ZFNA=+-—H 3,972 960 4,932
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13. PROPERTY, PLANT AND EQUIPMENT (continued) 13. W% - WBREEE)
The cost of above items of property, plant and equipment are P EERBEZRAUNERELTA
depreciated, after taking into account of their estimated residual values, EERIBREERE T FERITE -

on a straight-line basis at the following rates per annum:

Freehold land Nil KABEW i i3
Leasehold land and buildings Shorter of 2% — 4.5% HELHRIETF 2% — 4.5%35%,
or period of the lease FAEFH (W&
term HERE)
Furniture, fixtures and equipment 10% - 33% R EERRE 10% - 33%
Plant and machinery 10% - 20% B e 10% - 20%
Motor vehicles 20% - 30% B 20% - 30%
Construction in progress Nil EEIR &
The carrying value of properties shown above comprises: N EYEREERR
Freehold and
leasehold land and buildings Construction in progress
KABERHEEN
THUREF ERIE
At At At At At At
31st August,  31st August, 1stSeptember, 31st August,  31st August, 1st September,
2011 2010 2009 2011 2010 2009

RZB--F R-Z-2F RZZENE RoB--F R-Z-ZF NoBENE
NA=+-B NA=t+-H nA-B NA=t-B NRE=t-H NA-A
HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000
Tz FiEx FiEx FiEx FiEx FiEx
(restated) (restated)
(FE5) (FE5)

Leasehold land in Hong Kong under ~ REBPHREREH

medium-term leases HELt 8,776 9,021 9,266 - - -
Freehold land outside Hongkong ~ REBMIMIKARB LI 2,346 2,341 1921 - - -
Buildings erected on land in REBUTHREREN
Hong Kong held under medium- T EREF
term leases 5173 5,385 15,887 - - -
Buildings erected on land in the PRC R EIARH + 3t (F R AE
held under medium-term land use B 1t EHETF
rights 730,181 792,478 476,760 20,990 50,928 282,348
Buildings erected on freeholdand ~ REBMIMKARBER AR
land held under medium-term RERFENL L ENET
leases outside Hong Kong (note) () 75,717 77,398 54,305 317 317 7,438
822,193 886,623 558,139 21,307 51,245 289,786
Note: The directors of the Company consider that the allocation of buildings Mt - AATEERAE NAKAZERHEEN L &
erected on the freehold and leasehold land cannot be reliably separated for TRFSRTETSHSBEIRE o
disclosure.
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BE-—E——FNA=+—HILFE

14. PREPAID LEASE PAYMENTS 14. EREEFE
At At At

31st August, 31st August, 1st September,

2011 2010 2009
R-B-——F RIZ-ZTF RIBBAF
NA=+—HB NB=+-—H hA—H

HK$’000 HK$'000 HK$'000
FET FET FETT
(restated) (restated)

(BE5) (BE5)

The Group's prepaid lease payments comprise: AEENFEMAHEERE
a1F

Leasehold land situated outside Hong Kong NREBUMNATEHEE

under medium-term leases or medium-term =X A HA 1+ it R A

land use rights BFENHE L 121,939 128,136 132,339
Analysed for reporting purposes as: BMEBMS NN :
Current assets MEEE 2,732 2,812 2,848
Non-current assets FREBEE 119,207 125,324 129,491

121,939 128,136 132,339
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BE-_FT——F/N\A=1+—HIFE

15. INTERESTS IN SUBSIDIARIES 15. FEAG B R 1 Rl &
2011 2010
HK$’000 HK$’ 000
FExT FET
Unlisted shares, at cost FLEMBRG  URAETIEH 31,435 33,856
Deemed contribution (note) WEBTE (KaF) 1,104 -
32,539 33,856
Amounts due from subsidiaries NG e 4,003,646 3,708,278
Less: Impairment loss recognised B OREEKER (546,025) (555,983)
3,457,621 3,152,295
Amounts due to subsidiaries U= NGB G| 1,031,238 668,485
Movements in the impairment loss recognised are as follows: COHEIRERBLAZEIHMT :
2011 2010
HK$’000 HK$'000
FET FExT
Balance at beginning of the year FH&ER 555,983 555,983
Impairment loss reversed ERERERX (9,958) -
Balance at end of the year FRER 546,025 555,983
Note: Deemed contribution arises from the equity-settled share-based payments K AATFEEAMBEBRENBAREE 2
incurred by the Company but attributable to its subsidiaries’ employees. BEFEURDAER I ARBERATE -
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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.
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BE-_FT——F/N\A=1+—HIFE

15. INTERESTS IN SUBSIDIARIES (continued) 15. AL Ff B 1 B & ()
Particulars of the principal subsidiaries of the Company at 31st August, R-B-ZEFENA=+—HBHR=ZZE——FN\A
2010 and 2011 are as follows: EST—HAQAFANETENBRARFBOT :
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
Eali g BRAR ERRE
BREREX BRH BRARE/
WEBLAREE FiEs/ BX BE/ BRRAK BERAEEMLE TEER
Directly  Indirectly
B GF:3
% %
Dongguan Fuquan Garment Co,, Ltd. (note a) The PRC United States Dollar - 555  Production and sales of
REBREXERAA (Ha) HE ("USD") 3,499,352 garments
3499,352% 7T HERBEERK
REBRREERA Rnote o) (H7ta) The PRC HK$14,000,000 - 100 Production and sales of
H (2010: HK$12,800,000) garments
14,000,007 7T HEREERK

(2010 : 12,800,000 7T)

Dongguan Goldlink Thread Factory Co., Ltd. (note a) The PRC HK$3,600,000 - 100 Manufacturing of sewing
RREZGBERD A (Wita) # 3,600,001 7T threads
HERGR
REBEREFR DA motea)(Hfita) The PRC HK$15,000,000 - 100 Production and sales of
HE 15,000,000%8 7 garments
BERHERK
Dongguan Shatin Lake Side Textiles The PRC HK$307,500,000 - 95  Dyeing, printing and sales
Printing & Dyeing Co,, Ltd. (note b) FEl 307,500,008 T of dyed fabrics
SEVHBBHANAERAR (HZb) 36 OENEEEH
Folktune Limited (“Folktune”) Hong Kong HK$2 100 - Investment holding
BERERAR(FR] Bi# 287 REER
Fountain Set Limited Hong Kong HK$3,000,000 100 - Trading of dyed fabrics
BHEXERAR BB 3,000,003 7T and yams
EAREYES
Fountain Set Textiles (Ontario) Ltd. Canada Canadian Dollar 51 - Trading of fabrics and
ngx (“CAD") 300,100 garments
(Common shares) ARBERES
300,100/ 7 (& &)
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15. INTERESTS IN SUBSIDIARIES (continued)

Place/country of
incorporation/

registration

Issued and
fully paid
share capital/

FEMBHRME

15. PB4 B B 1t B M 2 (40

Proportion of nominal
value of issued share capital/

registered capital

Name of subsidiary and operation registered capital held by the Company  Principal activities
ELL Ve BEAR R
BRREER BRH BRITRAE/
WEARERE fith/BX BA/EZRE BRRAEENLE  IBEE
Directly Indirectly
HE &
% %
Goldlink Thread Limited Hong Kong HK$5,000,000 100 - Trading of sewing threads
SERBERDT BB 5,000,000 7T RORES
Highscene Limited Hong Kong HK$3,000,000 - 100 Trading of yarns
ERBRAF N 3,000,000 7T EHES
Hiway Textiles Limited Hong Kong HK$2 - 100 Trading of garments
BESEERAR B8 2R KKEZ
Jiangmen Huilian Textile Company Limited (note a) The PRC HK$28,000,000 - 100 Production and sales
IFTEBRGAERAR (fita) F 28,000,0007% 7T of yarns
HERHERY
Jiangyin Fuhui Textiles Limited (note a) The PRC USD104,000,000 - 100 Knitting, dyeing and sales
IRBEGBERDF (Hita) ol (2010: USD102,000,000) of dyed fabrics and yarns
104,000,005 7T - RENEE
(2010 : 102,000,000% 7T) ehReY
IR & BEMAERAF (notea) (fizta) The PRC USD12,000,000 - 100 Manufacturing of
EF 12,000,000% 7T machineries
BRI
Kaiping Hui Hua Textiles Limited (note a) The PRC USD615,414 - 100 Production and sales of
BYPEZHBBRAR (Hia) B 615414% T yarns
HERHERY
Lake Side Printing Factory Limited Hong Kong HKS2 100 - Investment holding
EBOTHERAA Bi# 2B REER
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15. INTERESTS IN SUBSIDIARIES (continued) 15. G M B 2 B R (M)
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
Eli g BETR LN
BURER BREH BRARE/
WEAREMR s/ Bx BA/ BB BRRAEENLE FEEH
Directly  Indirectly
B B
% %
Ningbo Young Top Garments Co., Ltd. (note a) The PRC USD22,000,000 - 55.5 Production and sales of
ERARERERAA (Hiza) i (2010: USD16,079,462) garments
22,000,000 7T HERBEERK

(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 tt e REAEEER
of Sri Lanka
HERFRE
HEIRAANE
Ocean Yarn Dyeing Factory Limited Hong Kong HK$2 100 - Investment holding
BERYBERDA Bi# 2T REER
Prosperlink (Macao Commercial Macao Macau Pataca 100,000 - 100 Trading of yarns, dyestuffs
Offshore) Limited P 100,000% % and chemicals
E%(AMBREEXES) ERAA BYRBILHES
LEREGBESBRAT motea) (fita) The PRC RMB5,000,000 - 100 Trading of dyed fabrics
i AR #5,000,0007 BHES
FINBHGHERERAF mote a) (M57a) The PRC RMB5,000,000 - 100 Trading of dyed fabrics
i AR %5,000,0007T BHES
Sugjian Young Top Garments Co,, Ltd. (note a) The PRC USD800,000 - 555 Production and sales of
EBARAKRBRAA (Hita) HE 800,000% 7T garments
HERHEERK
Triumph Luck Limited Hong Kong HK$1,000,000 - 555  Trading of garments
HEERAT it 1,000,000 7T BKRE5
EHEEGHABRAT (notea) (Hita) The PRC USD40,500,000 - 100 Knitting, dyeing and sales
F (2010: USD35,000,000) of dyed fabrics and yarns
40,500,000% T 4 R
(2010 + 35,000,000% 7t) HEBAREY
Notes: BtaE -
a. Companies are established as wholly foreign owned enterprises in the PRC. a. RAPBUNEBECERINRFE -
b.  Companies are established as cooperative joint ventures in the PRC. b. RAPBEUERERENESERLIRINAT -
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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.
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17. DEFERRED TAX 17. EFER IR
The major deferred tax liabilities (assets) recognised by the Group and AEEREADAANEAREFERBEREFE
the Company and movements thereon during the current and prior BRANFEEEHREEE(EE) RESHNT :

reporting years are as follows:

THE GROUP KEHE

Accelerated

tax Tax
depreciation losses Others Total
RARBATE BEEE Hit #wE
HK$’000 HK$'000 HKS$'000 HKS$'000
FET FiET FET FrET
(note)
(H1E)
At 1st September, 2009 R-ZZEZEAFNA—A 1,806 (1,192) (13,478) (12,864)
(Credited) charged to profit or loss ~ ABE R (5F A) KR (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 ~ H 18z R IR (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 M EERETEAMSMBECELEWRARE
income as disclosed in note 27, unrealised profit on inventories and AEEBEEE FTENRERIAZRME
unrealised gain on transfer of plant and equipment between subsidiaries DR EMBELREABNARERNRE AR
and deferred tax liabilities arising from withholding tax charged on certain ETHEREINMBEARDNBROENFRFEE
PRC and overseas subsidiaries at the amounts of HK$17,134,000 (2010: FIEERIBARE > 951 517,134,0008 T (= F
HK$17,499,000), HK$2,411,000 (2010: HK$2,581,000), HK$1,986,000 (2010: —Z 4 117,499,000/ 7T) ~ 2,411,000 T (=&
HK$2,097,000) and HK$2,985,000 (2010: HK$3,721,000), respectively. —Z 5 12,581,000/ 7T) ~ 1,986,000/ Tt (= F

— = 12,097,000 7T) %2,985,000% 5T (=&
—Z 4 3,721,000/ 7T) °
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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.
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A RE SRR BRI BB 7F o

o R=ZZ-——FNA=+—8 £KEH
MEAR 2B RRBEABORSRYE
FENARERAE RERFERBURIE
{L1E & & B9 H b 77 050 & A 2 R 49 4590,000,000
BT (ZZ— = 44,000,000/ 7T) ° B KEE

ERERBBFGIERELETINRERER
WMAEBRIAZTNREREZEERELERBEE -
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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:

FEMBHRME

17. BB IE (&)

BREBECEREHE H-ZENF—-—HAF—H
o RAPERY AR EEIMNRE E K EER
TEENFERUAFENBATENREEH
M10%TEIFEE - REBIMRLBEFEFE
DRABRDPBUERNREE  BEAERBE
5%  MZERAELMNEREZZERGESTH
¥} 3% 1F W IE 3E B TH £ $525,200,0008 T (=& —
Z 4 131,700,000/ JT) © H A AN & B W] BUIE )
ERNERBOZEE MEKZERTELRT
BRERTERE > MYABRFEAMBEQLRERER
BFl - EEEER67817,0008 T (ZF—TF:
41,551,00058 7T) AR B FHRRAELIELES
HEE -

REBHAWBLARMES  AKEERH KD IKER
12,818,000/ 7T (==& — & £ 1 12,050,000/ 7T )
ZHENB2SFAREEHERE -FIEAZH
RELBH MG AERE-

RESHBURRRNWEINMS & TELEBE
EEREBCEM -UTRULEBM S HIELE
BB ERD AT

2011 2010

HKS$’000 HK$'000

FET FET
Deferred tax assets EERIBEE (25,689) (25,309)
Deferred tax liabilities EEREES 3,055 3,721
(22,634) (21,588)
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17. DEFERRED TAX (continued)

17. IEEFIE (&)

THE COMPANY NN

Accelerated

Tax tax
losses depreciation Total
BIEBE RABERE e
HKS'000 HK$'000 HK$'000
FET FET FHET
At 1st September, 2009 R-ZEZAFENA—AH (40) 40 -
(Credited) charged to profit or loss RBEA GEA) kR (66) 66 -
At 31st August, 2010 R-ZE-—ZFENA=+—H (106) 106 -
(Credited) charged to profit or loss RIEZE R (Gt A) 0Bk (162) 162 -
At 31st August, 2011 RZE——FENA=1+—8H (268) 268 -

As at 31st August, 2011, the Company had unused tax losses of
HK$2,538,000 (2010: HK$2,502,000) available for offset against future
profits. A deferred tax has been recognised in respect of HK$1,630,000
(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

losses may be carried forward indefinitely.

AZE——FNA=+—8 KQFTHER
5 AR 3R 22 7 09 AR 42 B B 1E 85 18 452,538,000 TT
(ZZ—F % 25020008 7T) o B L IHE B H
#91,630,00058 T (=& —Z £ : 649,000 T) 2
WRBH—EIELEBIE o 88T MY 18 E518908,000
BT (ZZT—ZF 11,853,0008 ) AABEFER
BROBAREMAEEIBELCHBEE -
RIBRIE MR A T -

18. INVENTORIES 18. 7 &
2011 2010
HK$’000 HKS'000
FHETT FET
Spare parts B 98,941 118,224
Raw materials BB 787,348 1,006,077
Work in progress YBRIE 397,242 421,254
Finished goods Xy 399,923 393,037
1,683,454 1,938,592
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19. TRADE AND BILLS RECEIVABLES 19. BERREBEWKIE
2011 2010
HK$’000 HKS'000
FHET FET
Trade receivables EEEWRIE 1,116,780 1,220,305
Bills receivables ZEEEWRRE 187,184 199,566
Less: allowance for doubtful debts W 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 AEBIRHEFIE0ORZORBHFHEEEF -
its trade customers. The following is an aged analysis of trade and bills EBENEERBINFERENZIEHA (BHNKBRE
receivables based on the payment due date net of allowance for doubtful BRIBE) WERBIMAOT
debts:
2011 2010
HK$’000 HK$'000
FHET FHET
Not yet due K EIHER 919,114 925,897
Overdue 1 - 30 days BER1-30K 179,692 226,351
Overdue 31 - 60 days BEI31-60K 109,931 128,389
Overdue > 60 days BEEEe0R 67,004 91,389
1,275,741 1,372,026
As at 31st August, 2011, included in bills receivables is an amount of R-ZEBE——FEN\B=+—H EEEKITES
HK$8,735,000 (2010: Nil) which have been discounted with recourse (see ¥E I 3B R #E 2 BE IR FRIE8,735,0008 T (=2 —F
note 29). F 1 8E) (RWE29) °
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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

HEMBMRME

19. EXRRERWRE (8
FEBEREMEAFEFA  SFHZEER
FRNEEEZRAEAGERE -FEHEHL
BRTEECHRRINEF FFPFEERERE
HFURN -AEERERMTBBRENEE
BWFRIER RIFERRCE -

BEEAEEEEREERBNELERAMNE
W R & HBRE {E 5356,627,000/8 7T (= BE:
446,129,000/ 7T) ERBEHAESBH - AR

FEERYREASPEZLSSHERERE
ARRBEBELRDEATTRE - AEEL
EFUFLRERREE FAEBEYUEFRZS
EREBEEEMERR -

BHEERRERTTFAFNE - AEEEHE
360 KRNI AL E£EINAERHGHREE It
DHRBEILRATRBEBEIB30RNEEER

days are generally not recoverable. Trade receivables between 60 days MIE—R2EZERE - 60K E360K 2 B H & %
and 360 days have been provided for based on estimated irrecoverable EWHREDRGEHELZUBSBESEBER
amounts, determined by reference to past default experience. B FTEE Mt IR -
Movements in the allowance for doubtful debts are as follows: REEBRE2ETHUOT
2011 2010
HK$’000 HK$'000
FEx FET
Balance at beginning of the year FY & 47,845 25,582
Currency realignment IR EERE 323 17
Impairment loss (reversed) recognised EERUNREBEZOERRBERXK
on trade receivables, net (@) F5 (8,245) 24,870
Amounts written-off as uncollectible S8 0 R Ay Uk B & B8 (11,700) (2,624)
Balance at end of the year FRER 28,223 47,845
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19. TRADE AND BILLS RECEIVABLES (continued) 19. EX R RE R WFIE ()

Included in the allowance for doubtful debts are individually impaired RIEBESIES L4 8828,223,0008 T (Z & —
trade receivables with an aggregate balance of HK$28,223,000 (2010: T 1 47,845,000 7T) 918 Bl R 1B & 2 FE WK
HK$47,845,000) that are considered irrecoverable by management after B R EHEEZEZSENEFNEESX
consideration of the credit quality of those individual customers, the BEAEBREEBELZSERFENERERE
ongoing relationship with the Group and the ageing of those receivables. REZEEREREEERE - NEB I ERZ
The Group does not hold any collateral over these balances. ESHEBSBEMAIES -

No allowance for doubtful debts has been provided or reversed for bills FEWEEAMEFELRTRIBEEMRIE
receivables during both years. B o

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

are set out below:

2011 2010
HK$’000 HK$'000
FET FET
usbD Ey 488,418 623,196
RMB ARYE 295,930 197,628
LKR Etk 3,506 3,283
HK$ BT 761 4,870
20. PREPAYMENTS, DEPOSITS AND OTHER 20. ANRIE - RERHMEWKIE
RECEIVABLES
THE GROUP THE COMPANY
AEE YN
2011 2010 2011 2010
HK$’000 HK$'000 HK$’000 HK$'000
FET FEx FET FET
Value-added tax recoverable o] 3R B $2 E 65,967 85,234 - -
Tax Reserve Certificates B 24,600 1,600 2,000 -
Deposits, prepayments and e FBANRER
other receivables Hib W RE 123,626 123,145 4,666 17,131
214,193 209,979 6,666 17,131
The Group's other receivables that are denominated in currencies other AEBUEREEEEINEEE UIERTE
than functional currencies of the relevant group entities are set out in FE fh W IE E R B EE19 ©
note 19.
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21. DERIVATIVE FINANCIAL INSTRUMENTS TESRTI A
THE GROUP THE COMPANY
A58 KA
Current Non-current Current Non-current
e R RE ERE
2011 2010 2011 2010 2011 2010 2011 2010
HK$'000 HKS'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HKS'000
FET FET FET FET FET FET FET FET
Derivative financial assets {T£E¢REE
Foreign currency forward BHMESH
contracts 4,984 2,514 - - - 2,508 - -
Derivative financial liabilities {74 ¢ B & &
Foreign currency forward BHNESH
contracts 108 773 - - - - - -
Interest rate swaps FlEBH - 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 MAINBHNERIESGHNZEE
outstanding at the end of the reporting period are as follows: T
Notional amount Currency conversion HESE EWBRE
At 31st August, 2011: R=-8——&NA=+—-8:
43 contracts to sell USD62,335,387 USD1: RMB6.3522 to 6.5097 BHEHEHL 1ETH63522%
in total 62,335387ETMEHK 6.5097 AR
1 contract to buy USD1,020,168 USD1: RMB6.3715 MEAGHR 1EZERH
in total 1,020,168 X T EH 63715 AR ¥
At 31st August, 2010: R-—E—-FENA=+—-18:
17 contracts to sell USD20,000,000 USD1: RMB6.7262 to 6.8129 TTRELREH 1E7TR6.7262F
in total 20,000,000% T 9 & 4 6.8129 AR ¥
17 contracts to buy USD20,000,000 USD1: RMB6.6320 to 6.7417 T7REAEH 1% H46.6320%8
in total* 20,000,000% Tt 49 & #9* 67417 AR

The above foreign currency forward contracts will mature within one

year from the end of the reporting period.
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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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ZHRARMT

EHESHE F 2 45
R=ZB——FNA=+—8:
214 & $£960,000,0007% 7T mEBRITRIZE
& K> wE ([EBRIT
BEFENEZE
EENF2.63%
£3.95%

R-ZB-FFENA=+—-R:
2135 $£1,000,000,0008 T HEEBRITRIE
& & KEEZESN
F2.03%Z3.95%

FPRAREHENEEREHREAHE (ZF
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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

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

2. ERFABZRITEREHR
TER ROTEFRRS

REZZZAFNRA=FT—-—H BARBAEZR
TERDEASENRTERRBRFIAEN
ARAEEEHERES EHRE -ZEEAR
FAZZRTER RREHLET -FAZ
B ALZSEERIEARDEE - EHRT
FREFHRRRITEBER=ZBAINTZE
B DEBRRBEE -

REBEZ-ZFZAFNA=T+—-BALEE AR
FZRITERDIRTIHFEREN F0.36%ZF0.72%
HECMRTAFERENBRTERETESFENE
N F0.01%Z5.50% (ZF—FF : 0.01%Z£6.10%)

=

UHESEERDEER LI ERITENER
FARZBRTER  EHRTERRRITER
RBEEHIMOT

THE GROUP THE COMPANY
rEE A H

2011 2010 2011 2010

HK$’000 HK$'000 HK$’000 HKS'000

FET FET FET FET

RMB AR# 421,249 137,699 61 -
usD ES 179,745 164,860 15,599 12,845
CAD i 12,730 5,232 4,522 10
HK$ BT 3,455 11,516 - -
LKR Etk 1,511 10 - -
British Pound (“GBP") e 3,313 3,135 3,240 3,067
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23. TRADE AND BILLS PAYABLES 23. EXREBEMRE
2011 2010
HK$’000 HKS'000
FET FET
Trade payables EEEARE 418,672 518,923
Bills payables ERENRIE 279,761 348,590
698,433 867,513
The following is an aged analysis of trade payables based on the EEBENRERNTREAAMNRRBRINOT

payment due date:

2011 2010
HK$’000 HK$’000
TET TET
Not yet due KR EIHER 363,886 413,674
Overdue 1 - 30 days BHEA1-30K 26,801 61,053
Overdue 31 - 60 days BHI31-60K 6,550 17,801
Overdue > 60 days BHEB60XR 21,435 26,395
418,672 518,923
All the bills payables of the Group are not yet due at the end of the RBERLR  NEB2HEEERENRES X
reporting period. ZH o
The average credit period on purchase of goods ranges from 30 days to BENTYEEHE30KE120k c AEED
120 days. The Group has financial risk management policies in place to EUREREERE UEGEEMERZBYER
ensure that payables are within the credit time frame. EEHRR -
The Group’s trade, bills and other payables that are denominated in AEBLUEREEERIIEEEUNIEETE
currencies other than functional currencies of the relevant group entities WY ZEDHMENSRERHIOT :
are set out below:
2011 2010
HK$’000 HK$’000
TET TET
usD S 306,152 405,512
RMB AR® 313,616 353,232
HKS BT 14,873 14,740
LKR Btk 10,035 8,383
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24. OTHER PAYABLES AND ACCRUALS 24. Hi BN RERETER
THE GROUP THE COMPANY
KEE YN
2011 2010 2011 2010
HKs’000 HK$’000 HK$’000 HK$’000
TET TET TERT TET
Other payables (note) H e 718 (FFEE) 149,248 163,621 290 149
Accruals FEstE 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 Kz R-B—-FBENA=+—RB Z&HEESLE
in relation to an undertaking that the Group had committed, at any time 19,827,0005& 7T » T3 A E B HE B8RS R A
after one year from 27th April, 2009, (i) to make an one-off payment of RoBSAENA-+tAR—FEAFARH
HK$7,616,000 as compensation to release the Group’s obligation under an (\EREER 2 FIERIRE— XX 47,616,000
undertaking and operation agreement to a non-controlling shareholder BLCHEBEARRAEEREREELS
of Dongguan Fuan and (ii) to acquire the remaining 10% equity interest in B 2 7 B (i) A1 1B 12,211,000 T 5% B e 1
Dongguan Fuan from that non-controlling shareholder at a consideration of BREREENEREER8 T10%2 IR -
HK$12,211,000. The one-off payment and an amount of HK$6,105,000 were 2 — A R 20 486,105,0008 TEREEE
settled during the current year and the remaining amount of HK6,106,000 AEZNF RoB——ENA=+—B RN
remained outstanding as at 31st August, 2011. Further details are set out in 2 82 %E 56,106,000 T c BEREHBENA QA
the circular of the Company dated 30th July, 2009. AMA-ZZAFELA=tTHZBRR
The Group’s other payables that are denominated in currencies other LA EEEE A SIS ENARE
than functional currencies of the relevant group entities are set out in B H At A E B E A M EE23
note 23.
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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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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. RV A

RBEFE FAEBEWR-—EHRN®E
72,912,000 T ARNBERE TEE  WiE
RERHEBGRECEEBEECRTFHRIAA
WA FR - E141458008 T (ZF—FF:
1,458,000/ 7T) AW A - YER LR 2
EEBIEEEFELAERE -

28. RESTRUCTURING PROVISIONS 28. EHBE
HK'000
FET
At 1st September, 2009 RZEZEAFAA—H 4,689
Utilisation of provision ERRE (3,959)
At 31st August, 2010 R-ZE—ZFNA=+—H 730
Utilisation of provision ERRE (730)

At 31st August, 2011

R=-—ZE——FN\A=+-—H -

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.
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29. BANK BORROWINGS/BANK OVERDRAFTS 29. RITEE RITEX
THE GROUP THE COMPANY
rEE AAH
2011 2010 2011 2010
HKS’000 HK$'000 HK$’000 HKS$'000
FHETT FET FETT FHET
Bank loans RITRE 1,945,663 2,174,757 1,463,554 1,532,211
Import bills loans EDOEM 244,988 381,109 - -
Discounted bills with recourse MiEREZEEE 8,735 - - -
Bank overdrafts RITEX - 3,386 - -
2,199,386 2,559,252 1,463,554 1,532,211
Repayable as follows: BARTHIEREEE
On demand or within one year EEREEIL—FR 1,443,532 1,607,977 761,916 658,344
More than one year, but not —FULETEBBEWME
exceeding two years 481,446 664,868 427,230 639,066
More than two years, but not MELNELEBREBESF
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 & : FEEREER

or due within one year shown —FRIHEE
under current liabilities BEARBEGEER
- bank borrowings due —RITEE
within one year —F AR (1,443,532)  (1,604,591) (761,916) (658,344)
- bank overdrafts —RITEX - (3,386) - -
Amounts due after one year —FRINAEEE 755,854 951,275 701,638 873,867
Except for discounted bills which are secured by the corresponding BRM 19O EUEEEREEEAIKFE 2B
bills receivables as disclosed in note 19, the above bank borrowings are HEEN RBEHR LHRPWRTEETLE
unsecured at the end of the reporting period. I 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:

FEMBHRME

20. RITHEE RITEX (H)

AEBRAAAWRTEETEZRIEME/E
REBDREBRITBDERENLEENFF
M E0.4%E23% (Z B —FF 1 04%F2.3%) 5
RARTALFEMEEENFERRI0%E
21% (ZZ—ZF 1 0.6%E1.0%) 5t B> MR F
BATEARBITEEERAMEFE - AEH
REABRTEBEEZTFTHERENEZS B A
2.58%522.04% (ZF —ZF 1 2.05%%1.66%) °
AEBBHEMBITEEDREEFFNENF
23%E6.7% (ZF—FF 1 1.0%E4.5%) 5t &2 °

R-ZE——FNA=+—HAZHBRZEETES
FRITMEZEZHREZE - IRAZEESF
FIE 56.06% ©

o BEZZE-ZTFENAZ+T-RALFE-
$§,‘E<iﬁﬁiﬁ?zﬂ’ﬂ¥i@ﬁ§&$ﬂ$%377%o

FEBENEEEEERDEERUIERTE
MRITEERRTEIEHIIWT :

THE GROUP
REME

2011 2010

HK$’000 HK$’000

FET FET

usD ESyH 244,838 143,423

RMB AR 128,765 138,806

LKR Etk - 3,198
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30. SHARE CAPITAL 30. RA
Number of
ordinary shares of

HK$0.20 each Amount
SREHE0.20/8 T
HWEBROEE -]
2011 & 2010 2011 & 2010
HK$'000
FET
Authorised: EERA
At beginning and end of the year REFEERBRAER 1,400,000,000 280,000
Issued and fully paid: EREITRAZKRA
At beginning and end of the year REFERRRAER 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
HK$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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3. UR B AER ZARR S
—ER-FiHY
AAREE—EBRENE (CE2 =53
B) PEAAAR-EE-F-A=+HA
BEZRESHARERM - BT3B
BR-E-—F-A-tHAR# - —T2=
EHENETBANBAATTAREL TEM -
B R BER REHEAREAAT
ESSRBHENEME TS RE—BEE
FRBE-BT-FHE ALAESET
BoEEC-FHBNKRRETAATR RE
HEARCBARANN2RES BE2R
HTES) BREARBELTRY  SRES
BRENRER BT - RIS TT = F 58
EHNBREMRTHROGLE RS THE
BoEE-FBRENAEMEEANCRS
RALBMI0% RAATERRAG SR
BREHLE - B 10%M LR o BAN - RIE=E
SoEHBRALTDEALBRES TR
1B SR AT G 0 B AR 4T (R T B AT MR 4
B BEFERBAADFBERTRALE
B30% (RRE EFRABHORE LR) B
EEREAESN - ET— R EEREA+=E
AHMN > REFEEEERRENRHEY
B TEBARATNCRTRABYM% -
EXAEBRERLBEBANNAADES
BRUERABENEEBRERREHEAER
AR IS T 0 B AR o (R B A B D AR A e
H-FRAARESETHRAEENE S
CREEENEETCE 33 TRER PONEL B
PENBAANESERENNEEET &
MBEBEREMAHER TEREL B AT
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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. MR B ER AR Z (#)

“EFTOFE G
a) ROABRERDLANKTHE

b) RONRBRERHAZALMBEEEANTF
HEHE: &

o ROMNEBKREE-

RE_ZSZ_FHE ER-_Z—ZFNA
++t B % 1£22,400,00017 B8 IR #E o A 2 B R 41 7Y
ZEREAHZBmER1298T - EHAZSE
BRESBFERBELE2EMERIHINR T -

—E-—F5E

RZF-——5—-AZ+H ZEZ-F5ECE
WRAKLE MAXTAERENE HETZR
REFARELEBZ -—HRERRMN—EHB
RESE (ZF——F58) - FEFBEAR
ARBRHMA-ZE-ZF+T-ATRZREAR-

—E-—FHECGRARKINEALHE-ZZR
—FFEHER - H-E-—FHBZEEKS
HEQR(HTER EEREBARBES
M-EE_FHECRERSREEBEES
RERES - BENESINBERER
HECEE2EMCRHEBRESESR - 5
EREHEY (NHERR/BA) -

B FHEABR B —F—A=1+HES

BRE-Z——F:E8 E9R=-2——FF
B+ NBR=Z——FN\A+/\HEH3,352,000
1) $%23,045,00013 B IR #E - KA B RO N EER
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31. SHARE-BASED PAYMENT TRANSACTIONS 3. MR B ER AR5 (#)
(continued)
The following table discloses movements of the Company’s share options TREEARAQDIABRE-_ZSE_FFER_-ZF
granted under the 2002 Scheme and the 2011 Scheme during the year. ——FEACREBERERFAZSHER
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
R-BRAE
hA-8>
—2-2%
NA=+-H
R=Z2-%% R=B--%
nA-A NA=t+-H
iE REAH | HRTHE  FRERE  FABRK HRTE
Category 1: Directors 2002 17th September, 2010 HK$1.29 - 11,200,000 - 11,200,000
F1H E% ZBR2F ZE-ZEAATEA 12987
201 18th August, 2011 HKS$1.21 - 9,600,000 - 9,600,000
ZE--f  ZEZ--F7\ATNH 12187
- 20,800,000 - 20,800,000
Category 2: Employees 2002 17th September, 2010 HK$1.29 - 11,200,000 (4,600,000) 6,600,000
%28 8 “E3CF “E-ZERATLA 12987
20 18th May, 2011 HK$1.91 - 3,352,000 - 3,352,000
“2--f ZE--FIA1NH 19187
201 18th August, 2011 HKS$1.21 - 13,445,000 - 13,445,000
E--% ZE--¥N\ATAR 12187

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

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

REEBT T TER

213



APPENDIX I FINANCIAL INFORMATION ON THE GROUP

Bt 8% =

FEEZHBEH

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st August, 2011
BE-—FE——FN A=+ —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

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)

214

FEMBHRME
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R-Z-ZEAA+LARB-SS-EH
BHBERIR-F-—NE=A++tAE=
T tF=A+tABED S ERETUITE
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TEB (BZEEELHBREZ30.00%0F
72)
—E-HAF=A+tAE=ZE—tH=A
TR (RZEERLEREZ60.00%7 F
712)
—E-XE=ZAt+tHE=ZT—tHF=A
TERFEEREZEBRETFTRE)

R-ZB-——FAAtTNBAREBE-ZF——F358
RECEBRETR-_Z-——_FHA+N\REZ
Z-AFRAATEtABBI ZERRTUITRE -

—E-—HEHA+NAE-FT-HFEHA
Tt H (BZEEREBREZ32.52%0F
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—E-=FRA+NBE=ZEZE-HFHA
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31. SHARE-BASED PAYMENT TRANSACTIONS 31. MR R ER 2N RX 5 (&)
(continued)

Share options granted on 18th August, 2011 under the 2011 Scheme are RZEBE——FNA+NARBE=Z——F:t8

exercisable by 2 batches as follows: REZBREATSMALFLUTE  BIOT :

Batch 1: 15,900,000 share options are exercisable during the period from 5 —4#t 1 15,900,000 BERETHR=ZS—=FN

19th August, 2012 to 18th August, 2017 in five tranches, being B+hABZE=ZE—+tFENA+N\BHEIEHE

BB T BAAT i - D

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)
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31. SHARE-BASED PAYMENT TRANSACTIONS

(continued)

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

model:

FEMBHRME

31. MR RAER AR Z (#)

Under the 2002 Scheme
BE-EB-FitH

Share options

granted on

17th September, 2010

BREZAFEEDRA-ZEAEXEE

Under the 2011 Scheme
RE=F—— it

Share options
granted on

18th May, 2011

Share options
granted on

18th August, 2011

R-ZB—2F R-B——F R-Z2——F

hA++tH HA+ANAR NA+AH

ERtBRE ERtBRE EREHBRE

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

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

Grant date share price REBHzZRE HK$1.295% 7T HK$1.8078 7T HK$1.2158 7T

Exercise price TEE HK$1.295% 7T HK$1.9158 7T HK$1.215%8 7T

Suboptimal exercise factor REBITERE 2 2 2

Contractual life EREH 6.5 yearsfF 4 yearstF 4-6 yearstF

Expected volatility FERH R IR 58.25% 66.97% 59.96%-66.16%

Dividend yield [P SR 0% 0.58% 0.88%
Risk-free interest rate 12 3 b B = 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. &
THE COMPANY
LN
Capital Share
Share  redemption options Retained
premium reserve reserve profits Total
N BRE
R EE REHE f#fE REEF aE
HK$'000 HK$'000 HK$'000 HKS'000 HKS'000
FET FET T FET FET
At 1st September, 2009 RZBZEAFAB—A 197,124 210 - 530,192 727,526
Profit and total comprehensive ZEERARZAUGAE
income for the year - - - 89,369 89,369
At 31st August, 2010 RZE-ZFNA=1+—H 197,124 210 - 619,561 816,895
Profit and total comprehensive =EFERARZAREAE
income for the year - - - 16,897 16,897
Equity-settled share-based payments ~ MERZEURDAER 2K - - 3395 - 3,395
Dividend recognised as distribution EERDRZKE - - - (7,940) (7,940)
At 31st August, 2011 R-EB-—-ENA=+-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

FEMBHRME

33. EXEBEE
AEBEBEAZAN  ERBRAEESE
BEUBESE EANFANSESEERY
BHWRETE ARESEASHEABSR-
AEENRERMEEE

AEENEARBEEER (BPBEMF2MH
RENEB) RAQAEAAEEER (BFEC
BITRARHE) -

FRREERFEEERTELIRB -FAR
N0 EEEEZRERNEAERANE
BEKE - REESNESR FAEEBBEBIKE
RE -BITHRRBEROERBITHEESR
BOREEBAFHREEREE -

3. @I HE
(a) @ ITAER

THE GROUP THE COMPANY
rEE AAH
2011 2010 2011 2010
HK$’000 HK$'000 HK$’000 HK$'000
FET FET FHETT FET
Financial assets tREE
Loans and receivables (including ERRERRE (B
cash and cash equivalents) ReFERELER) 2,467,782 2,270,113 3,543,842 3,185,126
Derivative financial instruments fTEEMIA 4,984 2,514 - 2,508
Financial liabilities cBmEE
Amortised cost A 3,056,424 3,650,470 2,494,808 2,200,696
Derivative financial instruments fTESmIA 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) 34 @I A
(b) Financial risk management objectives and policies (continued) (b) BEEBREERERBEXK (&)
Market risk (continued) s R (&)
(i)  Currency risk (continued) (i) BE#Egg (&)
Monetary assets and liabilities: EREEREE:
THE GROUP
REE
Assets Liabilities
BE &8fE
2011 2010 2011 2010
HK$’000 HKS'000 HK$’000 HK$’000
FET FET FAET FET
usD ES 668,163 788,056 550,990 548,935
RMB AREE 717,179 506,610 442,381 492,038
CAD pilibd 12,730 5,232 - -
LKR ELt 5,017 3,293 10,035 11,581
HK$ BT 4,216 16,386 14,873 14,740
GBP 8 3,313 3,135 - -

THE COMPANY

ZNNE|
Assets Liabilities
BE afE
2011 2010 2011 2010
HK$’000 HK$'000 HK$’000 HKS'000
FET FET FET FET
usD E 15,599 12,845 - -
RMB AR 61 - - -
CAD i 4,522 10 - -
GBP R 3,240 3,067 - -
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34. FINANCIAL INSTRUMENTS (continued)

34, 2R T B (/)

FEMBHRME

(b) Financial risk management objectives and policies (continued) (b) BIREMEEAERBE (&)
Market risk (continued) 5 E k()
(i)  Currency risk (continued) (i) B#EgR &)
Derivative financial instruments: fTESmMIA:
THE GROUP THE COMPANY
rEE /N
2011 2010 2011 2010
HK$’000 HK$'000 HK$’000 HKS$'000
FHETT FET FETT FHET
Derivative financial assets fTEEMERE
Foreign currency forward BEHARBREA
contracts to sell RMB ETNESINESH
and buy USD - 2,508 - 2,508
Foreign currency forward BEAARBREL
contracts to buy RMB ETHERBNEEH
and sell USD 4,984 6 - -
4,984 2,514 - 2,508
Derivative financial liabilities rTEsBmEes
Foreign currency forward BAARBRES
contracts to buy RMB ETHREINESH
and sell USD - 773 - -
Foreign currency forward BEEARBREA
contracts to sell RMB EHERNESH
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) 3. M T A (&)
(b) Financial risk management objectives and policies (continued) (b) BIREMEEAERBE (&)
Market risk (continued) 5 R (&)
(i)  Currency risk (continued) (i) B#EgRE)
Sensitivity analysis (continued) BRBE DN ()
Monetary assets and liabilities: EREERAER:
THE GROUP THE COMPANY
EE ESAN
2011 2010 2011 2010
HK$’000 HKS'000 HK$’000 HKS’000
FAET FiET FET FET
Increase (decrease) in = 5 E BT B A 0
pre-tax profit for the year O 2)
USD against RMB ERRARY 415 334 - -
USD against CAD EnHEmrx 1,471 1,087 - -
RMB against HK$ ARBEEBR 13,740 729 3 -
CAD against USD mxHZER 321 236 - -
CAD against HK$ mrEExT 315 25 226 1
LKR against USD ELbHET (251) (414) - -
GBP against HK$ RBEHET 166 157 162 153
16,177 2,154 391 154
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34. FINANCIAL INSTRUMENTS (continued)

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

34. ¥ T A (A)
(b) BB B B R BOR ()

Market risk (continued) ™5 E k(&)
(i)  Currency risk (continued) (i) BE#Egg (&)
Sensitivity analysis (continued) BRE D ()
Derivative financial instruments: TESRIE
THE GROUP THE COMPANY
REE /N
2011 2010 2011 2010
HKS$’000 HK$'000 HK$’000 HK$'000
FET FET FHETT FET
Foreign currency forward BEHARBREA
contracts to sell RMB ENESNNESH
and buy USD 389 7,792 - 7,792
Foreign currency forward BEAARBRES
contracts to buy RMB ERTNESNESH
and sell USD (23,862) (7,795) - -

(ii) Interest rate risk

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

exposure to variable-rate bank 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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34. FINANCIAL INSTRUMENTS (continued) 3. @M T A (&)
(b) Financial risk management objectives and policies (continued) (b) BERBREEREREXK (&)
Liquidity risk (continued) REESRR (E)
For derivative instruments settled on a net basis, undiscounted net FHEABNTEIR UAMBERSAEFE
cash flows are presented. Whereas they require gross settlement, the 25 MEULBELEE ZETETAENKREY
undiscounted gross outflow (inflow) on these derivatives are shown on BRHCGRA)BEFHIN TR -
the tables.
THE GROUP REME
Weighted Carrying
average Less than Total amount at
effective 1 month or 3 months undiscounted  31st August,
interestrate  ondemand  1-3 months tolyear  Over1year cash flows 2011
RZB-—-%
mETE  HSR-fEA =fiA KEBERE NA=t-H

FHNE  FEER  -E=fiA E-f£  BE-%  RE#E  HEEE
% HK$000 HK$000 HK$000 HK$000 HKs'000 HKs'000
FiE7 FE7 FE7 FE7 FE7 FiEx

2011 E-—-f
Non-derivative financial liabilities ~ ¥#i£¢BER

Trade, bills and other payables g% ZEREMEFRE - 398,864 252,123 102,450 - 753,437 753,437
Amounts due to non-controlling REERBRRRE
shareholders - 80,100 - - - 80,100 80,100
Consideration payable ERRE 3.70 23,573 - - - 23,573 23,501
Bank borrowings RITEE
- fixed rate -8 3.76 71,765 201,961 141,785 - 415,511 409,518
- variable rate -38 234 104,938 288,859 675,270 780,356 1,849,423 1,789,868
679,240 742,943 919,505 780,356 3,122,044 3,056,424
Derivatives - net settlement fIETA-UFHEE
Interest rate swaps Fl=EH 0.02 - 5,606 18,339 21,650 45,595 45,583
Foreign currency forward contracts ~ BEENEAH - - - 108 - 108 108
- 5,606 18,447 21,650 45,703 45,691
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34. FINANCIAL INSTRUMENTS (continued) 34, 2R T B (/)

(b) Financial risk management objectives and policies (continued) (b) BIREMEEAERBE (&)
Liquidity risk (continued) RBESER (H)
THE GROUP &

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
R-E-%2%
mEry  SR-EAR =R AERRE NB=T-H

BRF=E HEER -E=fEA E-F BE-F hERE HEREE

% HKS'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEx FEx FEx FEx TEr FEx
2010 “E2-%F
Non-derivative financial liabilities ~ ¥4 &BEHE
Trade, bills and other payables B% ZER
EfRARE - 448,131 308,232 196,057 252 952,672 952,672
Amounts due to non-controlling REERBRTE
shareholders - 80,100 - - - 80,100 80,100
Consideration payable ERFRE 3.70 - 35,630 23,501 - 59,131 58,446
Bank borrowings RITEE
- fixed rate -E8 372 2,632 254,926 288,650 - 546,208 539,335
- variable rate -%8 187 268,220 611,661 209,352 969,556 2,058,789 2,016,531
Bank overdrafts BITEX 681 3405 - - - 3405 3,386
802,488 1,210,449 717,560 969,808 3,700,305 3,650,470
Derivatives - net settlement fTETIA-UFHELE
Interest rate swaps FlzR 0.07 - 5718 12,159 36,550 54,427 54,389
Derivatives - gross settlement fTEIA-UBHELE
Foreign currency forward contracts ~ EEFSNERH
- outflow it - 23,344 62,250 54,469 - 140,063 N/A
- inflow i - (23,307) (61,927) (54,056) - (139,290) N/A
37 33 413 - 3 7
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34. FINANCIAL INSTRUMENTS (continued) 34, £ T B (&)

(b) Financial risk management objectives and policies (continued) (b) BEEBREERERBEXK (&)
Liquidity risk (continued) REESRR (E)
THE COMPANY RAF
Weighted Carrying
average Less than Total amount at
effective 1 month or 3 months undiscounted  31st August,
interestrate  ondemand  1-3 months tolyear  Over1year cash flows 2011
RZB-—-%
mEPE  OR-fEA =fiA AEERE NB=t-H
BANZ HEER -Z=fiA E-F BR-F hESE HiREE
% HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FExT TET
2011 —2--f
Non-derivative financial liabilities ~ FE{74+ S RMEE
Other payables HitFEf B - 16 - - - 16 16
Amounts due to subsidiaries RHBARNE - 1,031,238 - - - 1,031,238 1,031,238
Bank borrowings - variable rate RITEE-EE 2,08 100,057 174,842 517,661 724120 1,516,680 1,463,554
Financial guarantee contracts HEEREH - 3,145,341 - - - 3,145,341 -
4,276,652 174,842 517,661 724,120 5,693,275 2,494,808
Derivatives - net settlement fTEIR-URELEER
Interest rate swaps Fl=EH 0.02 - 5,606 18,339 21,650 45,595 45,583
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34. FINANCIAL INSTRUMENTS (continued) 34. €@ T B (&)
(b) Financial risk management objectives and policies (continued) (b) BIREMEEAERBE (&)
Liquidity risk (continued) RBESER ()
THE COMPANY ¥ NN
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
R-E-%2%
mEry  OR-EA =R AUEBE NB=t+-H
ARRIE FEER -Z=fiA E-F BA-F hERE HREE
% HKS'000 HK$'000 HK$'000 HKS'000 HKS'000 HK$'000

FET FExT FET FET FEx FET

2010 —E2-%f%
Non-derivative financial liabilities ~ F {74 & MEE
Amounts due to subsidiaries RWBARTE - 668,485 - - - 668,485 668,485
Bank borrowings - variable rate ROBE-38 160 212,052 427,495 37,544 886,698 1,563,789 1532211
Financial guarantee contracts BRERAL - 2,561,344 - - - 2,561,344 -
3,441,881 427,495 37,544 886,698 4,793,618 2,200,696
Derivatives - net settlement fTETIA-UFHELE
Interest rate swaps FlEEH 0.07 - 5718 12,159 36,550 54,427 54,389
The amounts included above for financial guarantee contracts are the B BIEREASEEIEMNERYEFRFFE
maximum amounts the Company could be required to settle under the HIERSEFEEERE AKRQATRIEEERH
arrangement for the full guaranteed amount if that amount is claimed by IR ERENCESSE - BERREHLKR 2
the counterparty to the guarantee. Based on expectations at the end of FEE AR BRARUEBEREEEZHX
the reporting period, the Company considers that it is more likely than NEMEzE A LhTEHEI T RE e » BT Y
not that no amount will be payable under the arrangement. However, FAHRBIEREEEZ2A6EM > Mo aEM
this estimate is subject to change depending on the probability of the BEARFEFAFEETSIER U EERTIE
counterparty claiming under the guarantee which is a function of the A EZEFEB2OEMEME

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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #F & BAFE R /M5

For the year ended 31st August, 2011
BE-—FE——FN A=+ —HILFE

34. FINANCIAL INSTRUMENTS (continued) 3. M T A (&)

(c) Fair value (continued) () DFEEGE

Fair value measurement recognised in the statements of financial RUBRRRBERZZAFEETE (FH)

position (continued)
Level 2 fair value measurements are those derived from inputs other . ERATEEFEDNRE-RFAEEZ
than quoted prices included within Level 1 that are observable for REN BEEREBETEE (AER) S
the asset or liability, either directly (i.e. as prices) or indirectly (i.e. HE(BERITE) BRZBMAHBES -

derived from prices).

Level 3 fair value measurements are those derived from valuation . FE=ZRLAFEEFTEDUFERAFTALIFER
techniques that include inputs for the asset or liability that are not BUEEmSHBEcEESEE 2w AY
based on observable market data (unobservable inputs). B(ELIBEZMAHSE) 2EELEASBSE -
At the end of the reporting period, all of the Group’s and the Company’s RB|ERK AEEBREAQATFAETESAT
derivative financial instruments are grouped into Level 2 category. BYRBEARAE_FER -
There were no transfers between the three Levels during the year. FRIER =ERB 2 B /EHEE -
35. CAPITAL COMMITMENTS 35. EARRE
THE GROUP
AEE
2011 2010
HK$’000 HKS'000
FHET FET
Capital expenditure contracted for but not EENERFREHBRE
provided in the consolidated financial AREELBE2ELRHX
statements in respect of:
- acquisition of property, plant and equipment -BEYE - MBEREHE 7,432 34,777
- additions to intangible assets -HNERFEE 1,386 -
8,818 34,777

Capital expenditure in respect of the acquisition PMEEBEYE  HERREN

of property, plant and equipment authorised EMEERBEANERFEX
but not contracted for 7,540 29,612
The Company had no significant capital commitments at the end of the RIEML > AR W EEKRWERKIE -

reporting period.
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36. OPERATING LEASES

FEMBHRME

36. ¥ EHE

The Group as lessee rEBERHEEAA
THE GROUP
AEE
2011 2010
HK$’000 HKS’000
FET FETT
Minimum lease payments paid under operating EFEREEHEMIMNTN
leases during the year: REHEXHE
Land and buildings T REF 52,745 46,639
Plant and machinery RS 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:

R|EHL  AEERTAREEERAENR
RBEEBEZHABRTIEHA XM

THE GROUP
AEE
2011 2010

Land and Plant and Land and Plant and

buildings machinery buildings machinery

THREF BE#E THRETF B = s

HK$’000 HK$’000 HK$’000 HK$’000

FHETT FHET FET FETT

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

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

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

263,701 34,273 206,529 40,074
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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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36. $EHE (&)
AEEEREBA (H)
CEMERHNASEREETRAE IR
BEREHWESES SHERENHASFHM
THREFHINF-E=+RFEZH REE
BEINTF=E+F2M - TRERAHESZH -

AEBEEREEA

BE-_Z-ZFN\A=Z+—HLEEFE X
SEBRREVETRESNESRALES
2,849,000 T (ZE——F &) - HEBEMNX

i 5259,0008 T (ZF——F 1 &) o
RIERL  AEETBELCEHERSE-

RBEEHL AR LBEEANEERERE

37. AR A E

RAH
ALBEEMZHERTEATAERFINERES
3,145,341,000/ 7T (=& —Z £ 1 2,561,344,000
B  FAZRERTHRTETHEAR-RE
MRERNER -R=_Z——FNA=+—18"
ZEMB AR ERMNREES1,006838000/E T
(ZZ—Z% :11,375631,00087T) °
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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 R
FATEXELHER LD T (“EEIEZ") to certain independent third parties.
During the year ended 31st August, 2010, the Group deregistered its
wholly-owned subsidiary, EE T EZEAH B AR A F).

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

FEMBHRME

38. HEME QA

RRFE AEBEEUEZMEREE %M EBEL
FlFountain Set Textiles (B.C.) Limited ([ Fountain
Set Textiles B.C)) REEHRZ2ENBAREH
WEARLAR ((BAME] AXEBEER)
EHZERERAR (REHBE]  AXEBEE
2X) ~ Intracord Company Limited ([ Intracord ]) &
HEMEXEHBERLG ((HEEXE]D 2230
RETZEBILE=F BE-_Z—ZFNA
E+-—HLEFE AEECEEZME2EMN
BAREEMEEHBEEROA -

ZECHEZLHMBARARSAHERNZEE

disposal were as follows: FEEIHYWOT
Intracord
and
Futian Futan HEEZ 2011 2010
Fountain Set  Properties Development Intracord X Total Total
Textiles(B.C) HEHLEE HBHEE RBEEX At At
HKS'000 HKS'000 HKS'000 HK$'000 HKS'000 HKS'000

FET FET FET FET FET FET

Cash consideration received and ERRERERLER

cash inflow arising on disposal EEZRERA - 32,221 13,809 570 46,600 -
Analysis of assets and liabilitiesover BAZEERAE

which control was lost: BHEZA:
Property, plant and equipment ¥ BEREE - 27,427 - 201 27,628 -
Prepaid lease payments ANAERE - 1,006 2,641 - 3,647 -
Trade and other receivables EEREMERFE - - - 2,227 2,227 -
Trade and other payables EERAMENHE - - (141) (1,807) (1,948) -

- 28,433 2,500 621 31,554 -

Gain (loss) on disposal of HENBARZ

subsidiaries: el (BE):
Consideration received ELGM - 32,221 13,809 570 46,600 -
Net assets disposed of HEZEERE - (28,433) (2,500) (621) (31,554) -
Translation reserve released BEELRE 5,782 - - (616) 5,166 766
Gain (loss) on disposal HEWE (F1B) 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.
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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: HKS$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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40. RELATED AND CONNECTED PARTIES 40. HEARBEATHNHEE
DISCLOSURES

(a) Related party balances (a) HMBEALTHLER

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

out in the consolidated statement of financial position and in note 25. MR R R MEE25R ©

Details of the Company’s outstanding balances with related parties are AN A EAER AT WA SRFEIBEY R MR

set out in the statement of financial position and in note 15. KRMIFEI5R ©

(b) Connected party transactions

Name of connected party

(b) BEALXS

Nature of transactions

BEATER XHEMHE 2011
HK$’000

FHET

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

FME & (f1aEi)

The AH Group (note ii)
AHEE & (K aZii)

The LFK Group (note iii)
LFKEE B (B 2Ziii)

Factory Co (note iv)

BRRD R (KEiv)

EEMR ORENUER

Sale of fabrics, yarns and similar items 80,959

EEAR ORENUER

Sale of fabrics, yarns and similar items 75,650

EEMR ORENUER

Provision of fabrics knitting services by Factory Co 25,860
R B R A b0 T AR A
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40. RELATED AND CONNECTED PARTIES

(b)

DISCLOSURES (continued)

Connected party transactions (continued)

Notes:

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.
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40. RELATED AND CONNECTED PARTIES

(b)

DISCLOSURES (continued)

Connected party transactions (continued)

Notes: (continued)

(ii) (continued)

(iii)

The AH 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$100,000,000 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 LFK (Holdings) Limited (“LFK")
entered into a master agreement (the “LFK Master Sales Agreement”)
regarding the sale of fabrics, yarns and similar items by the Group to
members of the LFK Group (i.e. LFK and its subsidiaries). As the relatives
who are persons referred to in Rule 14A.11(4)(c)(i) of the Listing Rules of a
director of the Company, Mr. HA Kam On, Victor, 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 of LFK,
members of the LFK Group are associates of that director of the Company
under the Listing Rules and the transactions under the LFK Master Sales
Agreement constitute continuing connected transactions of the Company

under the Listing Rules.

The LFK 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$165,000,000 for the year ended 31st August, 2011 as set out in an

announcement of the Company dated 10th December, 2010.
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S0 (AFKRAMBLE) HERK - W RE
BERT L AHE (LFKEHEERZED - ARAK

AREBERTAEER EHHRAE14A114)(0)
RATIM 2 MBI ELFKRR A E L HE T ER

ZHETEBFHU ENRRE  NIEFILFKES
EAMORENDE  BAIRE EHRE - LFK

SECHERARAZBESIHEAL  BUR
BETRA LFKEEEBRZZRZERAQH

LFKBSEEBZABRB-_Z——F—-—A=+H
BE-ZZE-—=FfN\A=+—-Hik-

BEREXSUERBAATNBHA=Z—F
F+-_A+AZAHABEBEZE-_ZS——FN\A
=+—HLEFEZFE LBR165000,000/8 5T ©



APPENDIX I

Bt 8% =

FINANCIAL INFORMATION ON THE GROUP

FEEZHBEH

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st August, 2011
BE—F——FN\A=+—HIFE

40. RELATED AND CONNECTED PARTIES

(b)

DISCLOSURES (continued)

Connected party transactions (continued)

Notes: (continued)

(iv)

(c)

On 10th December, 2010, the Company and ;I [&EE ¢t 4B R A 7 (“Factory
Co") entered into a master agreement (the “Master Services Agreement”)
regarding the provision of fabrics knitting services by Factory Co to the
Group. As Factory Co is owned as to 51% by the brother of a director of
certain subsidiaries in the Group, it is an associate of that director under
the Listing Rules. The transactions under the Master Services Agreement
constitute continuing connected transactions of the Company under the

Listing Rules.

The Master Services 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$39,000,000 for the year ended 31st August, 2011 as set out in an

announcement of the Company dated 10th December, 2010.

Compensation of key management personnel

The remuneration of directors and other members of key management

during the year was as follows:

FEMBHRME

40. HEAR BEEA LW E (&)

(b) BEEALXS (&)
BEE - (&)

vy R=E-ZF+-A+AH FA2FEIRERSH
BERAB (HELR) RERAT@AEE
RSHAIIN TIRF AT LR 5= (RRBEH=ED -
HREBLADBRAKREETHREARD 2 —BE
ERBEESRRE  HHRE EHRE &
BRAAZEESZHBEAL - RELTHRA
BRBHBEZXZEBRARRAZHERERS ©

BREHBEABRE-F-——F-—A=-1+HE
EZR-=ZFNB=t+—Hi-

ZEHERSUERBAATNAHA=-ZT—F
F+-AtHAZAMAEBZE_ZT——5N\A
=+—HLFEZFE LFR39,000000/%E T ©

() TEREEABNFEHM
FEFEEERAMEIEEEASHHFMOT

THE GROUP
AEH

2011 2010
HK$’000 HKS'000
FHET FET
Short-term benefits EHEIE A 28,731 27,513
Post-employment benefits BB RER 920 921
Equity-settled share-based payments DREREEURDAER 2R 2,840 -
32,491 28,434

The remunerations of directors and key management are decided by the

board of directors and reviewed by the Remuneration Committee, having

regard to the Company’s operating results, individual performance and

comparable market statistics.
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THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this circular or as to the action to be taken, you should
consult a licensed securities dealer or registered institution in securities, bank manager, solicitor,
professional accountant or other professional adviser.

If you have sold or transferred all your shares in Fountain Set (Holdings) Limited, you should at once
hand this circular to the purchaser or the transferee or to the bank, licensed securities dealer, registered
institution in securities or other agent through whom the sale or transfer was effected for transmission
to the purchaser or transferee.

This circular is for information purposes only and does not constitute an invitation or offer to acquire,
purchase or subscribe for securities of the Company.

Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no
responsibility for the contents of this circular, make no representation as to its accuracy or completeness
and expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon
the whole or any part of the contents of this circular.

BEEX(EB AR
Fountain Set (Holdings) Limited

(Incorporated in Hong Kong with limited liability)
(Stock code: 420)

o

SUBSCRIPTION OF NEW SHARES
APPLICATION FOR WHITEWASH WAIVER
AND
NOTICE OF EGM

Independent financial adviser to
the Independent Board Committee and the Independent Shareholders

Piper Jaffray

Piper Jaffray Asia Limited

A letter from the Board is set out on pages 4 to 16 of this circular. A letter from the Independent Board
Committee to the Independent Shareholders is set out on page 17 of this circular. A letter from Piper
Jaffray Asia Limited, the independent financial adviser, containing its advice to the Independent Board
Committee and the Independent Shareholders is set out on pages 18 to 37 of this circular.

A notice convening the EGM to be held at Meeting Room 727, Units 751-759, 7/F, KITEC, 1 Trademart
Drive, Kowloon Bay, Hong Kong on Thursday, 10 May 2012 at 10:00 a.m. is set out on pages 38 to 39
of this circular. A form of proxy for use at the EGM is enclosed herewith. Whether or not you are able
to attend the EGM, you are requested to complete and return the form of proxy accompanying this
circular in accordance with the instructions printed thereon and return the same to the Company'’s share
registrar, Tricor Secretaries Limited at 26th Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong
Kong as soon as possible and in any event not less than 48 hours before the time appointed for the
holding of the EGM or any adjournment thereof. Completion and return of the form of proxy will not
preclude you from attending and voting in person at the EGM or at any adjournment thereof should you
so wish.

Hong Kong, 24 April 2012





