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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME e B2k 2 HlER

(Unaudited)
(REEZX)
Six months ended 30 June
B Z6H30H LL61E A

2020 2019
Notes [ifi+  HK$'000 F&7T HK$'000 F& 7T
Revenue = -0 6 2,099,734 3,388,393
Cost of sales $HE P AR (1,886,090) (2,971,489)
Gross profit EH 213,644 416,904
Other revenue E{”M&J\ 31,959 32,013
Other gains and losses ﬁﬁtﬂﬂl = M EE (18,345) (24,235)
Distribution and selling expenses DEREEER (52,896) (72,509)
Administrative expenses ﬁ mE A (172,999) (217,720)
Finance costs Bl & AR 7 (10,800) (19,476)
Share of profit of an associate FE(E — R & R a2 B F 226 286
(Loss)/profit before income tax expense  BRFTSF > B AT (FiE) &F (9,211) 115,263
Income tax expense FrigHisz 8 (7,221) (24,666)
(Loss)/profit for the period ZHAM (E518) /B A 9 (16,432) 90,597

(Loss)/profit for the period attributable to:  fE{5 2 HAR (&) & F

Owners of the Company ZIN/NIE 2SN (15,154) 82,685
Non-controlling interests e (1,278) 7,912
(16,432) 90,597
HK cents 1l HK cents j& 1l

(Loss)/earnings per share Bk (&18) &7
— Basic —ER 11 (1.2) 6.8

- Diluted —#¥E 11 (1.2) 6.8




CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME BH& 45k 2HRER

(Unaudited)
(REBER)
Six months ended 30 June
B Z6H30H 1L61E A

2020 2019
Note fitit  HK$000 F & T HK$'000 F&T

(Loss)/profit for the period M (F18) &F 9 (16,432) 90,597
Other comprehensive loss, net of tax HEMz2mEE (CHNREIE)
ltem that may be reclassified HigrngsmoiEBa2

subsequently to profit or loss: HA :

Exchange differences arising BREBIINEBEEZ

on translation of foreign operations PE X =& (8,241) (2,022)

Other comprehensive loss EHFEMEEEE

for the period (8,241) (2,022)
Total comprehensive (loss)/income M| (BB MEeE

for the period (24,673) 88,575

Total comprehensive (loss)/income for the (528 2 M

period attributable to: (E518) W BE:
Owners of the Company KRaER A (21,280) 81,420
Non-controlling interests ez i (3,393) 7,155

(24,673) 88,575




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION &S BB R K

(Unaudited) (Audited)
(REEERZ) (& =Z)
At 30 June At 31 December

M6 H30H Mm12H31H
2020 2019

Notes ftit  HK$’000 F & T HK$'000 F/& T

Non-current assets kRBEE
Investment properties HEME 49,181 51,545
Property, plant and equipment e YL 12 1,398,589 1,435,486
Right-of-use assets ERARAE 13 230,068 244,479
Other intangible assets HimmpEE 10,553 12,060
Deposit paid for purchase of plant BERSMEHEHE LS
and equipment 12,506 17,879
Interest in an associate R—EBE ARz ER 20,762 20,537
Deferred tax assets RIEHIEEE 55,308 53,819
1,776,967 1,835,805
Current assets REBEE
Inventories (A= 14 970,180 1,255,906
Trade and bills receivables BN EEERFIE 15 1,046,861 1,129,994
Prepayments, deposits and FEMRIE e Rk
other receivables Hfth M TR IE 15 112,990 127,564
Tax recoverable GIEEE R 456 2,223
Restricted bank deposits Z PRI IRITIE K 9,445 8,055
Short-term bank deposits RHIRITER 225,759 168,175
Bank balances and cash RITER NI S 896,481 769,178
3,262,172 3,461,095
Current liabilities REBEE
Trade and bills payables EEREERNHIA 16 445,398 823,798
Other payables and accruals Efh e I R ERHE A 16 205,135 266,863
Contract liabilities SHEE 14,729 15,315
Lease liabilities — current portion HEBGE - REHIMH 32,896 31,053
Amounts due to non-controlling IR FET IR A% B FR IR
shareholders 66,490 80,100
Amount due to an associate R —EEE & R RIFRIE 5,204 7,179
Deferred income — current portion EEWA—RmEE D 1,622 1,622
Tax payable FERTHIE 22,038 37,800
Bank borrowings — due within one year ~ $R1THEE ——F R ZIH 17 504,181 67,923
1,297,693 1,331,653
Net current assets REBEEZFEE 1,964,479 2,129,442
Total assets less current liabilities EELERRBAS 3,741,446 3,965,247




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION &S BB R K

(Unaudited)
(REEX)

At 30 June
MA6H30H
2020

Notes fifi  HK$’000 F & T

(Audited)
(fe&|Z)

At 31 December
MW12A31H
2019

HK$'000 F& 7T

Non-current liabilities

Deferred income — non-current portion — JERE D 54,935 55,745
Bank borrowings — due after one year — —FIZE|Hf 99,334 154,459
Lease liabilities — non-current portion — IERB D 145,472 158,783
Deferred tax liabilities REHIBEAE 9,215 11,204
308,956 380,191
Net assets 3,432,490 3,585,056
Capital and reserves
Share capital 889,810 889,810
Reserves 2,380,478 2,529,651
Equity attributable to owners RAE|ER ANELER
of the Company 3,270,288 3,419,461
Non-controlling interests 162,202 165,595
Total equity 3,432,490 3,585,056




NOTES

GENERAL INFORMATION

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

The financial information relating to the year ended 31 December 2019 that
is included in this interim results announcement as comparative information
does not constitute the Company’s statutory annual consolidated financial
statements for that year but is derived from those financial statements.
Further information relating to these statutory financial statements required
to be disclosed in accordance with section 436 of the Companies
Ordinance (Cap. 622 of the Laws of Hong Kong) (the “Companies
Ordinance”) is as follows:

The Company has delivered the statutory annual consolidated financial
statements for the year ended 31 December 2019 to the Registrar of
Companies as required by section 662(3) of, and Part 3 of Schedule 6 to,
the Companies Ordinance.

The Company’s independent auditor has reported on those financial
statements. The independent auditor’s report was unqualified; did not
include a reference to any matters to which the independent auditor drew
attention by way of emphasis without qualifying its report; and did not
contain a statement under sections 406(2), 407(2) or (3) of the Companies
Ordinance.

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 (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”).

IMPACTS OF COVID-19 PANDEMIC

The World Health Organisation declared coronavirus and the novel
coronavirus disease 2019 (the “COVID-19”) a global health emergency on
30 January 2020. Since then, the Group has experienced significant effects
on its operations.

The significant events and transactions that have occurred since 31
December 2019 relate to the effects of the global pandemic on the
Group’s condensed consolidated interim financial statements for the six
months ended 30 June 2020 and are summarised as follows:
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3.

IMPACTS OF COVID-19 PANDEMIC (continued)

(@

(b)

(c)

Impairment assessment of non-financial assets

Several cash generating units (the “CGUs”) of the Group related
to dyed fabrics, yarns and garments production were tested for
impairment. The recoverable amount of all CGUs is the higher of fair
value less costs of disposal and value in use. Value in use was higher
in all cases due to the nature of the assets included in the carrying
amount of the CGUSs.

Recoverable amounts exceeded the carrying amounts in these CGUs
based on cash flow forecast, which was probability weighted based
on different scenarios taken into account the length of continuation
and magnitude of the COVID-19 pandemic.

Rent concession received from lessors

The Group has received rent concessions from lessors due to the
COVID-19 pandemic in the form of rent relief (e.g. reductions in rent
contractually due under the terms of lease agreements).

As discussed in note 4, the Group has elected to early apply the
practical expedient introduced by the amendment to Hong Kong
Financial Reporting Standard (“HKFRS”) 16 to all rent concessions
that satisfy the criteria. Substantially all of the rent concessions
entered into during the six-month period ended 30 June 2020 satisfy
the criteria to apply the practical expedient.

The application of the practical expedient has resulted in the reduction
of total lease liabilities of HK$1,813,000. The effect of this reduction
has been recorded as negative variable lease payments in profit or
loss in the period in which the event or condition that triggers those
payments occurs.

Government grants

The Group applied for government support programs introduced
in response to the COVID-19 pandemic. Included in profit or
loss is HK$4,608,000 of government grants obtained relating to
supporting the payroll of the Group’s employees from the Hong Kong
Government. The Group has elected to present this government grant
separately, rather than reducing the related expense. The Group had
to commit to spending the assistance on payroll expenses, and not to
reduce employee head count below prescribed levels for a specified
period of time. The Group does not have any unfulfilled obligations
relating to this program.
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PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been prepared
under the historical cost basis. These condensed consolidated financial
statements have been prepared with the same accounting policies
adopted in the 2019 annual financial statements, except for those that
relate to new standards or interpretations effective for the first time for
periods beginning on or after 1 January 2020.

In the current interim period, the Group has applied, for the first time, the
following new and revised standards, amendments and interpretations
issued by the HKICPA, which are effective for the Group’s financial year
beginning on 1 January 2020.

Amendments to HKFRS 3 Definition of a Business

Amendments to HKFRS 7,
HKFRS 9 and HKAS 39

Interest Rate Benchmark Reform

Amendments to HKAS 1
and HKAS 8 Conceptual
Framework for Financial
Reporting (Revised)

Definition of Material

The new and revised standards, amendments and interpretations that are
effective from 1 January 2020 did not have any significant impact on the
Group’s accounting policies.

The following amendments to HKAS and HKFRS, potentially relevant to the
Group’s condensed consolidated financial statements, have been issued,
but are not yet effective. Except for the amendment to HKFRS 16 COVID-
19-Related Rent Concessions, the other amendments have not been early
adopted by the Group.

Amendments to HKFRS 10
and HKAS 28

Sale or Contribution of Assets between
an Investor and its Associate or Joint
Venture'

Amendment to HKFRS 16 COVID-19-Related Rent Concessions?
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PRINCIPAL ACCOUNTING POLICIES (continued)

! The amendments were originally intended to be effective for annual periods
beginning on or after 1 January 2016. The effective date has now been
deferred/removed. Early application of the amendments continues to be
permitted.

2 The amendment was issued in June 2020 and is effective for annual reporting
periods beginning on or after 1 June 2020. Earlier application is permitted,
including interim or annual financial statements not yet authorised for issue as
at 4 June 2020.

Amendment to HKFRS 16 - COVID-19-Related Rent Concessions

The Group elected to early adopt the amendment to HKFRS 16 COVID-
19-Related Rent Concessions from the interim period beginning on 1
January 2020.

The amendment allows, as a practical expedient, a lessee to elect not to
assess whether a rent concession that meets the conditions below is a
lease modification.

A lessee that makes this election shall account for any change in lease
payments resulting from the rent concession in the same way it would
account for the change in applying HKFRS 16 as if the change was not a
lease modification.

The practical expedient applies only to rent concessions occurring as
a direct consequence of the COVID-19 pandemic and only if all of the
following conditions are met:

(i)  the change in lease payments results in revised consideration for the
lease that is substantially the same as, or less than, the consideration
for the lease immediately preceding the change;

(i) any reduction in lease payments affects only payments originally due
on or before 30 June 2021 (for example, a rent concession would
meet this condition if it results in reduced lease payments on or before
30 June 2021 and increased lease payments that extend beyond 30
June 2021); and

(iiy ~ there is no substantive change to other terms and conditions of the
lease.
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PRINCIPAL ACCOUNTING POLICIES (continued)

Amendment to HKFRS 16 - COVID-19-Related Rent Concessions
(continued)

Accounting for the rent concessions as lease modifications would have
resulted in the Group remeasuring the lease liability to reflect the revised
consideration using a revised discount rate, with the effect of the change
in the lease liability recorded against the right-of-use asset. By applying
the practical expedient, the Group is not required to determine a revised
discount rate and the effect of the change in the lease liability is reflected in
profit or loss in the period in which the event or condition that triggers the
rent concession occurs. The effect of applying the practical expedient is
disclosed in note 3(b).

Except as amendment to HKFRS 16 COVID-19-Related Rent Concessions
described above, the Group has already commenced an assessment of
the impact of adopting the other amendments to HKFRSs and HKASs
to the Group. The Directors anticipate that the application of these
amendments to HKFRSs and HKASs will have no material impact on the
Group’s financial performance and positions and/or the disclosures to
these condensed consolidated financial statements of the Group.

USE OF JUDGEMENTS AND ESTIMATES

In preparing these condensed consolidated interim financial statements,
the significant judgements made by the management in applying the
Group’s accounting policies and the key sources of estimation uncertainty
were the same as those that applied to 2019 annual consolidated financial
statements.

However, as disclosed in note 3, the effects of COVID-19 have required
significant judgements and estimates to be made, including:

(@ Whether rent concessions satisfy the criteria to be accounted for
using the practical expedient introduced by the amendments to
HKFRS 16;

(b) Assessing whether the entity has reasonable assurance as to whether
it will comply with the conditions attached to government grants; and

(c) Calculating the recoverable amounts for the CGUs that exhibit
indicators of impairment as at the period end, and determining the
amount of impairment on non-financial assets attributable to the
CGUs.
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5. USE OF JUDGEMENTS AND ESTIMATES (continued)

Additionally, while the changes in the following estimates and judgements
have not had a material impact on the Group, the effects of COVID-19
have required revisions to:

@)

Determining the net realisable value of inventory that has become
slow moving due to the effects of COVID-19;

Estimates of customer returns and the determination of the Group’s
methodology for estimating the transaction price for sales subject to
rights of return;

Estimates of expected credit losses attributable to trade receivable
arising from sales to customers on credit terms, including the
incorporation of forward-looking information to supplement historical
credit loss rates; and

Assessment of the Group’s ability to continue as a going concern.
Although the Group has experienced downturns in several segments
by location during the period, the Directors do not consider that
there are material uncertainties that cast doubt on the Group’s
going concern status over the course of the next 18 months. This
judgement was made with consideration of the Group’s liquidity
position, given the underlying strength of the statement of financial
position, the maturity dates of existing borrowings, the availability of
undrawn finance facilities in place, and based on the assumptions
and potential scenarios modelled as described in note 3, alongside
the Directors’ proposed responses to each scenario. Under each
scenario, mitigating actions are all within management control, can be
initiated as they relate to discretionary spending, and do not impact
on the ability to meet demand. No significant structural changes
to the business are assumed to be required under each scenario.
Under each scenario, after taking mitigating actions as needed, the
forecasts indicate that it is appropriate for the going concern basis to
be adopted in preparing the interim report and financial statements,
and that there are no material uncertainties over the assumptions
underpinning this judgement that are required to be disclosed.
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REVENUE AND SEGMENT INFORMATION

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

reportable segments for the period under review.

Six months ended 30 June 2020 (unaudited)

EXBERIBEHR

ARREEE ([EFF)) (MEBRER
&) RIEES AL E TR B
HEMELEERMBER 0EEE (X
REIFENL) P EARKAME ([HE])
B8 BE - HTEE R U BUN R bt
B (B E M B EE R MAE-
B SR RIRPY) © FTE % SHIRATE 5
LESE T [HHnE ] B AkRA 2 LES
¥ o

ezl

NTRAASENERREREREREES
i W R IKIZ R E R DB D 2 LR
BRIA R RAEFTVEZ DT

HZ=2020F6A30H LL61E A (KR EHFEX)

Segment
HongKong  The PRC Taiwan Korea  Srilanka  America Europe Others total Eliminations Consolidated
B | = ] Bl HEEF N BN HtkE  AE4E H Ga
HKS000  HKSO00  HKSUOD  HKSO0O  HKSUOD  HKSU0O  HKSOOO  HKSUOO  HKSO00  HKSUOD  HKSO0O
FEL Z-7 Z-7 FER FER iZ-7 AR FER iz iZ-7 FER
REVENUE EXE
External sales HiMEE 279,009 638,620 176,899 156,503 219,407 79,493 19,563 470240 2,099,734 - 2,099,734
Inter-segment sales frotg) - HBEHE (H1F) 12203918 405270 - - 66,517 - - 46,034 172,734 (1,721,734) -
Total segment reverve ~ AHEEBEE 1482922 1,043,890 176,899 156,503 345,924 79,493 19,563 516274 3821468  (1,721,734) 2,099,734
RESULTS E
Segment profit AREH 15,920 52,221 13,235 11,720 13,315 1,178 1,465 33,948 143,008
Interest income HEBA 3,856
Unallocated income KATMA 2,449
Unalocated expenses &2 (147,950)
Finance costs BENA (10,800)
Share of proft of an A N
associate 226
Loss before income REERTLAER
tax expense (9,211)
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REVENUE AND SEGMENT INFORMATION (continued) 6. BEERIEER(B)

Six months ended 30 June 2019 (unaudited) HZE2019%F6 A30H [E61E A (REEFEZ)
Segment
Hong Kong The PRC Taiwen Koea  Srilanka America Europe Qthers tota Eliminations ~ Consolidated

(3 hE A B8 HEWT Sl B HEbte  AEEE b 58
HKSO00  HKSOOD  HKSOOD  HKSOOD  HKSOOD  HKSOOO  HKSOOO  HKSDOO  HKSDOO  HKSUOO  HKSUOOO
TEL TET TiET TET TEL TET TiET &L TEL TiET TiET

REVENUE L
External sales HMHE 620,145 811,865 371,465 423,068 421,084 235,010 17,130 488626 3,388,393 - 3,3883%
Inter-segment sales ot AREHE (4/2) 2054130 1,069,574 - - 143701 - - 71780 3345185 (3,345,185 -
Total segment revenue  HHEEXBEME 2674275 1,881,439 371,465 423,068 564,785 235,010 17,130 566,406 6733578 (3345185 3,388,393
RESULTS £
Segment profit PEREF 56,276 88,650 37,783 43,005 34,662 14,945 1,742 48,866 325,919
Interest income flg W\ 4103
Unallocated income KA 3711
Unalocated expenses %% Eifd (199,260)
Finance costs BENA (19,476)
Share of proft of an { NG A

associate 286

Proft before income tax ~ FRFAE R AT RF

expense 115,263

Note: Inter-segment sales are charged at price by reference to the prevailing market Wit DR E Z BRD2BER 2 THER
rates. i TE °

Segment profit represents the profit earned by each segment without SERBIES BRI AN & F I &
allocation of central administration costs and other expenses (including FTARRITRAANREMER (BIFHEIEE
non-production related employee benefits expenses, directors’ EfHCEEBEIAX E£5MHe RITE
emoluments, bank charges, etc.), depreciation and amortisation of %) 1REWE W WEREERHEAM
investment properties, property, plant and equipment and other intangible EREEZITEREE  FBUA - 2 - #
assets, interest income, impairment loss and loss on disposal/written- BREEZRERIEHE EEE
off of property, plant and equipment, finance costs, share of profit of an BRA - A —HBE QR B8R E 1T
associate, etc.. This is the measure reported to the Board for the purposes BERDEEREIFEMAESSER E
of resource allocation and performance assessment. 4o
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REVENUE AND SEGMENT INFORMATION (continued) 6. EEERIEER (B)
Disaggregation of revenue EEES5
Disaggregation of revenue from contracts with customers by products and REmRIERRBAREEISHRFPERK
timing of revenue recognition are as follows: APFNIAT
(Unaudited)
(REEZR)
Six months ended 30 June
B Z6A30H L6/ A
2020 2019
HK$000 &7t  HK$000 F&T
Revenue from contracts with BB KR EERE155
customers within the scope of HERNNEFARKA:
HKFRS 15:
Production and sales of dyed HERHEEHRY
fabrics and yarns 1,851,603 2,963,069
Production and sales of garments B35 RSB IK 248,131 425,324
2,099,734 3,388,393
Timing of revenue recognition: R AR :
At a point in time e R R 2,099,734 3,388,393
Transferred over time BE Ry R 85 7% - -
2,099,734 3,388,393
7. FINANCE COSTS 7. BMERK
(Unaudited)
(REER)
Six months ended 30 June
B £6A30H L6/ A
2020 2019
HK$'000 &7  HK$000 F/&T
Finance costs on: BhE A -
Bank borrowings wITIEE 6,266 14,308
Lease liabilities HERE 4,534 5,173
10,800 19,476
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8.

INCOME TAX EXPENSE

8. FiBEHixH

(Unaudited)
(RBEZ)

Six months ended 30 June
HZ6H30H L6 A

2020 2019
HK$’000 F % T HK$'000 F&T

Current tax: S HARITIE
Hong Kong BE 152 13,457
The PRC i 9,644 12,121
Other jurisdictions H b A A & 755 4110
10,551 29,688
(Over)/under provision in prior years: @ FE (HBEREE),/
BHETRE:
The PRC h (454) 745
Other jurisdictions H b & A& 555 783
101 1,528
Deferred tax: IEFERLIA -
Hong Kong B (1,900) (882)
The PRC aa (1,041) (5,354)
Other jurisdictions H A RAHE (490) (314)
(3,431) (6,550)
7,221 24,666

Under the Hong Kong two-tiered profits tax rates regime, the first HK$2
million of assessable profits of one subsidiary of the Company, which is
a qualifying corporation, is taxed at 8.25% and the remaining assessable
profits at 16.5%. The profits of other group entities not qualifying for the
two-tiered profits tax rates regime will continue to be taxed at 16.5%.

Under the law of the PRC on Enterprise Income Tax (the “EIT Law”)
and Implementation Regulation of the EIT Law, the tax rate of the PRC
subsidiaries is 25%.

Pursuant to the relevant laws and regulations in Sri Lanka, the tax rate of
Sri Lanka subsidiary is 14%.

Taxation arising in other jurisdictions is calculated at the rates prevailing in
the respective jurisdictions.
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9.

(LOSS)/PROFIT FOR THE PERIOD

REE (B8 BR

(Unaudited)
(RBEZ)

Six months ended 30 June
HZ=6H30H 1L61E B

2020 2019
HK$’000 F % T HK$'000 F&T

(Loss)/profit for the period has been = HifE (E518) /& F 2,
arrived at after charging/(crediting): (5t A) T7I& 18 :

Amortisation of other intangible assets E fth £ JiZ & 7 2 # 1
Depreciation of investment properties IR &ME 2 T &
Credit relating to negative variable TEAHEREREL

lease payments not included in BF¥HHEENFIABIK R
the measurement of lease liabilities*  (#7:%)
(note)

Depreciation and impairment of Yz Hes RERECITE RORE
property, plant and equipment

Depreciation of right-of-use assets  FREZEEZTE

Employee costs (including directors’ B4 (BRIEZEZHE)
emoluments)

(Gain)/loss on disposal/written-off of & i dE 9 RN

property, plant and equipment? Rtz (W) EiEY
Government grants* BT RG
Provision for impairment loss on trade & ¥ & Z & gk 3118 ~
and bills receivables, net* WEE KB FE
Interest income* F B A
Net exchange losses/(gains)* PE B (e ) FE!

Net rental income from investment &8 & W% 2 & WA E B>
properties®

1,508 1,508
1,748 1,783
(1,813) -
80,013 109,144
15,521 14,215
354,492 492,129
(1,440) 897
(9,081) (3,227)
11,858 9,370
(3,856) (4,103)
7,927 (2,727)
(5,643) (5,201)

*

Included in other revenue
# Included in other gains and losses

Note:Negative variable lease payments represent COVID-19-related rent
concessions reduced lease payments provided by lessors.
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10. DIVIDENDS

11.

10. K&

(Unaudited)
(REER)

Six months ended 30 June
HZ=6H30H L6/ A

2020
HK$’000 F % T

2019
HK$'000 F&T

Dividend recognised as distribution during EHEEHER BN IR ZRE
the period:
2019 final dividend of HK9.28 cents 2019F R EAfR B

(2018 final dividend: HK10.64 cents) FhR9.28% Ml (201845

per share RERIR B §R%10.6475 1) 113,683 130,071
2019 special dividend of HK1.16 cents 2019 Rl A% B
(2018 special dividend: HK1.33 cents) FR%1.16/81L (20184
per share FERIRR B - % 1.33810) 14,210 16,259
127,893 146,330

No interim dividend in respect of the six months ended 30 June 2020 has
been declared by the Board (six months ended 30 June 2019: Nil).

The final dividend of HK9.28 cents in respect of the year ended 31
December 2019 (2018: HK10.64 cents) per share, amounting to
approximately HK$113,683,000 (2018: HK$130,071,000) in total, and
the special dividend of HK1.16 cents in respect of the year ended
31 December 2019 (2018: HK1.33 cents) per share, amounting to
approximately HK$14,210,000 (2018: HK$16,259,000) in total, had
been approved by the shareholders at the annual general meeting of the
Company held on 8 May 2020 and was paid during the six months ended
30 June 2020.

(LOSS)/EARNINGS PER SHARE

The computation of the basic (loss)/earnings and diluted (loss)/earnings
per share attributable to owners of the Company is based on the following
data:

11.

FESWESTIREZ202056 A30H 161 A
2 EARR B (B 2201996 A30H IH61E A :
) o

B E2019F12AG IH IEFE 2 AR EE
f%9.28/8 1l (20184F : |A%10.64751L) - &+
#9113,683,000/% 7T (20184F : 130,071,000
EIT)  LANME E2019F12A31H IEFE 2
R 0% B3 A%1.16/8 1L (20184 : B %1.33
AL - A £4914,210,0005% 7T (20184F :
16,259,000/ 7T ) * B 1A2020F5 A8 H £ 17
ZANBIREBEFT RS FERERE WE
RELZE2020%6 A308 1-61E B WK e

B (B8) BT

ARNRFEEANEIEFGRER (BE) &R
N#E (B18) /BN TRE T 5 8BS

(Unaudited)
(REBER)

Six months ended 30 June
B Z6A30H 1t6{E A

2020
HK$’000 T &7

2019
HK$'000 F /7T

(Loss)/earnings (B8] B

(Loss)/profit for the period attributable it & F R EAX (E18) /&
to owners of the Company for the — Ri## (&18) ‘BAFA 2
purpose of computation of basic A BHEE AEL 2B
(loss)/earnings and diluted (loss)/ (E18) /&7
earnings per share

(15,154) 82,685
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11. (LOSS)/EARNINGS PER SHARE (continued)

1. 2R (B8) 8% (&)

(Unaudited)
(REERK)

Six months ended 30 June
B Z6A30H L6 A

2020 2019

Number of shares
Weighted average number of
ordinary shares for the purpose of

12 8
RAEGRER (BE) &R
PR 2 B B iR 15 2 B

computation of basic (loss)/earnings
per share

Effect of dilutive potential ordinary
shares in respect of share options

BRE W ARTTIE B E
HEFEEERARITE

outstanding

1,225,026,960 1,213,558,396

- 889,195

Weighted average number of
ordinary shares for the purpose

REtEGREE (BE) &F
AR 2 BB IR 15 2 B

of computation of diluted (loss)/
earnings per share

1,225,026,960 1,214,447,591

(a)

(b)

Basic (loss)/earnings per share

The computation of basic loss per share for the six months ended
30 June 2020 (six months ended 30 June 2019: basic earnings per
share) is based on the loss attributable to ordinary equity shareholders
of the Company of HK$15,154,000 (six months ended 30 June 2019:
profit attributable to ordinary equity shareholders of the Company of
HK$82,685,000) and on 1,225,026,960 (six months ended 30 June
2019: the weighted average of 1,213,558,396) ordinary shares in
issue during the period.

Diluted (loss)/earnings per share

The Company had no potentially dilutive ordinary shares outstanding
for the six months ended 30 June 2020. The computation of diluted
earnings per share for the six months ended 30 June 2019 was
based on the profit attributable to ordinary equity shareholders
of the Company of HK$82,685,000 and the weighted average of
1,214,447,591 ordinary shares after adjusting for the potential dilutive
effect caused by the share options granted under the share option
scheme. Its computation is done to determine the number of ordinary
shares that could have been acquired at fair value (determined as the
average market price of the Company’s ordinary shares) based on the
monetary value of the subscription rights attached to the outstanding
share options. The number of ordinary shares calculated above is
compared with the number of ordinary shares that would have been
issued assuming the exercise of the share options.
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BRFE -

TREBE (BB B

H 220206 A30H 1F6fE A KA A
WEBITEINCEBEEETE L
B EH E=2019%F6 H30H 1F61E A 2
FREERRN TR ABRRIEEREST
BRP v ERESR BT e E
BOBRBAQNALEBRBERSE AR
15 Z2782,685,000/8 7T K IN#EFHH B
1,214,447 591 L BARET & - EARIE
RITE R BB ARREI TS 2 RIEE - B (E
BB RATEE (BEEARAAE
AR FHME)BE L BREE -
FHFrETE 2 BB E B g R IER
T TE IR R T 2 T MR BB BT
thE e



12.

13.

14.

15.

MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT

The Group incurred expenditure of HK$48,257,000 during the six months
ended 30 June 2020 (six months ended 30 June 2019: HK$43,295,000)
on property, plant and equipment to expand and upgrade the Group’s
manufacturing facilities.

MOVEMENTS IN RIGHT-OF-USE ASSETS

During the six months ended 30 June 2020, the Group entered into
new lease agreements for use of production equipment for 2 years
and a warehouse for 5 years, and therefore recognised the additions to
right-of-use assets of HK$1,295,000 (six months ended 30 June 2019:

12.

13.

VR EERRE2ZEE

AEBREZE20209F6 A30H IL61E A - A&
AR AEB 2 EEREMARYE.
25 & 5% 18 /) B L 548,257,000 T (&
2201946 A30H L61E A : 43,295,000
TT) °

ERAEEE2SE

RE E2020F6H30H 1F618 A » A&
MEREEDRH QF)REE (5F)F] AL
FHEWE AUERERAEEELEM
1,295,000/ 7T (& £201996 8308 [H61E

HK$17,349,000).

A 17,349,000/ 7T ) °

INVENTORIES 14. &
(Unaudited) (Audited)
(REERZ) (f&#Z)
At 30 June At 31 December
M6A30A 128318
2020 2019
HK$’000 F&T HK$'000 F& T
Spare parts =Rk 37,890 35,597
Raw materials = 325,320 489,695
Work-in-progress F2 P 313,548 422,006
Finished goods BIRK fh 293,422 308,608
970,180 1,255,906

TRADE AND BILLS RECEIVABLES/PREPAYMENTS,

DEPOSITS AND OTHER RECEIVABLES

The Group allows a credit period ranging from 30 days to 60 days to its
trade customers. The following is an ageing analysis of trade and bills
receivables based on the invoice dates, as at the end of the reporting

period:

15, BERRERBFIR AN &

ERHE KRR

AEBIREN FIORECOR EEHTHEE
B -BENMERRUGAREZHZAHRN

BERROREOMT :

(Unaudited) (Audited)
(REEZ) (2= Z)
At 30 June At 31 December

MA6H30H M12A31H
2020 2019

HK$’000 T &7

HK$'000 F& T

Within 1 month 118 A A 522,192 667,466
1 to 2 months 1221E A 276,518 322,236
2 to 3 months 22 3@ A 137,513 93,737
Over 3 months 3E A M £ 135,862 61,093

1,072,085 1,144,532
Less: allowance for doubtful debts & : REE & (25,224) (14,538)

1,046,861 1,129,994
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15. TRADE AND BILLS RECEIVABLES/PREPAYMENTS,
DEPOSITS AND OTHER RECEIVABLES (continued)

Other receivables as at 30 June 2020 represented value-added tax
recoverable of HK$41,398,000 (31 December 2019: HK$57,036,000)
and prepayments, deposits and other receivables of HK$71,592,000 (31
December 2019: HK$70,528,000).

16.

TRADE AND BILLS PAYABLES/OTHER PAYABLES AND

ACCRUALS

15. BEREBRWFIE FEARE &

& K EL At KRR (

i)

202096 A30H  H fth & U 1 I8 Th 48 AT IR
[0 3 (& 7 41,398,0005% 7T (2019412 A31
H : 57,086,000/ T) RIS RIA e Rk HE
1t [ L R 1B 71,592,00058 7T (2019412 A 31

B : 70,528,000/ 7T ) °

16. EXREBENFE HitbEAFE

REFTEH

(Unaudited)
(REEX)

At 30 June
MA6H30H
2020

HK$’000 F % T

(Audited)
(f&#Z)

At 31 December
®12A31H
2019

HK$'000 F&T

Trade payables BN IR 392,197 640,537
Bills payables FIREMNFIA 53,201 183,261
445,398 823,798

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

invoice dates, as at the end of the reporting period:

LELEBRNFARERBARFERR

MBREE DTN T :

(Unaudited)
(REEZ)

At 30 June
M6 H30H
2020

HK$°000 F ¥t

(Audited)
(K2 z)
At 31 December

M12H31H
2019

HK$'000 F&T

Within 1 month 1@ A ™A 208,976 627,948
1 to 2 months 12218 A 94,634 117,429
2 to 3 months 2Z 3@ A 23,830 38,800
Over 3 months 3fE A M £ 27,958 39,621

445,398 823,798

Other payables and accruals as at 30 June 2020 represented other
payables of HK$78,872,000 (31 December 2019: HK$98,961,000) and
accruals of HK$126,263,000 (31 December 2019: HK$167,902,000).
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17.

18.

BANK BORROWINGS

During the six months ended 30 June 2020, the Group obtained new
bank borrowings of HK$432,426,000 (six months ended 30 June 2019:
HK$742,590,000) and made repayments of HK$51,560,000 (six months
ended 30 June 2019: HK$814,558,000). These bank borrowings obtained
and repaid were mainly denominated in Hong Kong dollar (‘HKD”) and US
dollar (“USD”). The bank borrowings raised were mainly used to repay the
existing bank borrowings or as working capital of the Group.

The bank borrowings of the Group are mainly variable rate borrowings. The
average effective interest rate of bank borrowings of the Group is 2.82%
(81 December 2019: 3.81%) per annum and are repayable by installments
over a period from one to three years. All bank borrowings were unsecured
for the six months ended 30 June 2020 and the year ended 31 December
2019.

17. BITEE

B E2020F6 301 LF61E A - AN E B ES T
iR 1718 B432,426,0007 7T (E 2201996 A
30H 161E A : 742,590,000/ 7T) K BB &
51,560,0007% 7T (# £201996 A30H 161
H 814,558,000/ 70) - ZEE WM LEE
BZRTEEEEUE T (BT RET
(IZETL])FHE-FTEEZRITIERENFER
EEERBNRITEEIRERAEEZEE
B

AEBERTEEFERZEEER -AEEHR
TIEE 2 BB FHER2.82% (20194
12A381H :3.81% ) * WARI T F1F E=34F Hf
R HiE & - H 2202096 308 1H61E A
LB ZE2019F12A31H L FE - FrER1TE
B REEE-

SHARE CAPITAL 18. IRZ
(Unaudited) (Audited)
(REERZ) (fe&%)
At 30 June 2020 At 31 December 2019
7202056 A30H 2019512 A31H
Number Number
of shares HK$’000 of shares HK$'000
R #E FHET B2 H TFET
Ordinary shares, TR 28Tk
issued and fully paid R R A
At beginning of the period/year RE/ 4 1,225,026,960 889,810  1,205,026,960 865,716
Exercise of share options B R - - 20,000,000 24,004
At end of the period/year RE/F R 1,225,026,960 889,810  1,225,026,960 889,810

In accordance with section 135 of the Hong Kong Companies Ordinance
(Cap. 622), the ordinary shares of the Company do not have a par value.
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MANAGEMENT DISCUSSION AND ANALYSIS
BUSINESS REVIEW

The outbreak of the 2019 novel coronavirus disease (the “COVID-19”) worldwide
(the “Pandemic”) and the various public health measures put in place in many
countries to prevent the spread of the COVID-19 have disrupted the Group’s
production at different times and overall business during the first half of 2020
(“1H2020”). During the beginning of the Pandemic, the Group’s production sites
in China as well as some of our suppliers’ factories and garment manufacturer
clients’ factories in China were required to have temporary suspension of
operations after the Chinese new year in February 2020. The business of the
production was affected by the lock-down of cities implemented in China in the
early stage of the Pandemic, resulting in a failure to resume work as scheduled
after the Chinese new year, which led to sluggish domestic sales.

In addition, facing the delivery chasing requests from the customers of the
European and the United States (“US”) markets, the Group made a decisive
measure to increase the production manpower by picking up healthy
employees who were affected by the traffic and failed to return to work in the
production mills shortly after the Chinese new year. Until March 2020, when
the Pandemic was reversed, the domestic market and the Japanese market
slowly recovered, the European and the US markets had been affected by the
epidemic, and the Group faced the poor market sentiment in the US, Europe
and the United Kingdom, which led to a decrease in the production operation
and the production level of the Group. While the COVID-19 restrictions had
been gradually lifted in various countries subsequently, a full normalization of the
operation was not achieved during 1H2020.

As a consequence of the lock-down and restrictions on public life in many
cities around the world, a number of key apparel retailers had been forced
to restructure their operations, including the closure of a significant number
of stores for months or permanently, resulting in delays to the shipment of
orders and cancellation of other orders by some of our end-buyer customers.
The deteriorating financial position experienced by delay in account receivable
payment by some customers was due to the fact that their cities were locked
down and their business operation was seriously affected.

Our total sales volume of fabric reduced by approximately 33.4% as compared
to the first half of 2019 (“1H2019”). Our total revenue was HK$2,099.7 million
in 1H2020 (1H2019: HK$3,388.4 million), a 38.0% reduction as compared with
1H2019. The gross profit margin decreased by 2.1 percentage points from
12.3% in 1H2019 to 10.2% in 1H2020. Loss for the period was HK$16.4 million
in TH2020 (1H2019: Profit for the period was HK$90.6 million).

Our overall operating costs were under control in 1H2020. The distribution
and selling expenses during the period under review decreased by 27.0% to
HK$52.9 million (1H2019: HK$72.5 million). At the same time, the administrative
expenses for the period under review also decreased by 20.5% to HK$173.0
million (1H2019: HK$217.7 million).
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According to the information published on the website of the China Cotton
Association (R ERFE#HE ) , the China cotton price index CCINDEX2129B
(P EARIE B %3580 was RMB12,213/ton as at 30 June 2020 and was
RMB13,915/ton as at 2 January 2020. The China cotton price index was at
the highest in January 2020 at RMB14,271/ton and at the lowest in April 2020
at RMB11,468/ton. When compared with a year before, the China cotton
price index CCINDEX2129B was RMB14,549/ton as at 28 June 2019, and
RMB15,839/ton as at 2 January 2019. From the year-on-year comparison
between 28 June 2019 and 30 June 2020, a 16.1% decrease was recorded.

According to the China coal market website, the monitoring data shown on 22
June 2020 based on the China coal price index (national comprehensive) was
148.2, down by 12 points year-on-year. The Group continued focusing on lean
management, technology automation, machinery upgrade, cost reduction and
control initiatives to boost overall operating profitability. Basic loss per share was
HK1.2 cents in 1H2020 (1H2019: Basic earnings per share was HK6.8 cents).

Continuous restructuring and consolidating of our subsidiaries with the aims to
streamline operation and reduce costs was successfully implemented during the
period under review.

Production and Sales of Dyed Fabrics and Yarns

The Group’s total production capacity of four fabric mills in both the PRC and
Sri Lanka was approximately 27.5 million pounds of fabric dyeing per month,
which was the same figure for the same period last year.

For the period under review, the Group’s core business, production and sales of
dyed fabrics and yarns, generated revenue of approximately HK$1,851.6 million
and accounted for 88.2% of the Group’s total revenue.

Production and Sales of Garments

Revenue from the production and sales of garments for 1H2020 was
approximately HK$248.1 million and accounted for 11.8% of the Group’s total
revenue.

Dividend

In view of the general practice of the Company to only recommend a final
dividend, the Board has resolved not to declare any interim dividend for the six
months ended 30 June 2020. Nevertheless, the Board will consider changing
the practice and may declare interim dividend in the future. Whether the Group
is able to maintain a similar range of dividend payout ratio as our dividend
policy will largely depend on the results in second half of 2020. The Group is
committed to providing rewarding investment return to the shareholders of the
Company (the “Shareholders”), subject to the dividend policy stated in 2019
annual report of the Company.
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Awards and Certifications

Our awards and certificates accredited during 1H2020 were as follows:

RERABH
1E20204F £ 48 S B P 0B BB T

Type of Award/ Date of Issue
No. Name of Award/Certification Certification (Year/Month) Issuing Unit/Organisation
JHEY  RE/REER RE/ARER BERAH(F/R) BHEQ /KB
Jiangyin Fuhui Textiles Limited ST EEHBER A A
1 2019 Key and Major Enterprise of Jiangyin* Award 20201 Jiangyin Municipal Party Committee of Communist Party
19FETIEMESTHLE farE} of the PRC, Jiangyin Municipal People’s Government*
PHTRDE STRTAREM
2 2019 Outstanding Unit of Safety in Production*  Award 20201 Administration Committee of Jiangyin High-tech
19FEL 2 EERESN 1R Industrial Development Zone*
TRERENELNEEEREAR
3 2019 QOutstanding Unit of Ecological Civilization*  Award 2020/2 Jiangyin High-tech Industrial Development Zone
2019F [F £ AU R L Ef ] Committee of Communist Party of China*
RRIREHRNEXRERIFEES
Administration Committee of Jiangyin High-tech
Industrial Development Zone*
IEEMRMEZRRERERZES
4 2019 Outstanding Enterprise of Foreign Award 2020/2 Jiangyin High-tech Industrial Development Zone
Investment* 218 Committee of Communist Party of China*
019FFIERERERE RIRSHRMEXRERIIFERS
Administration Committee of Jiangyin High-tech
Industrial Development Zone*
IREMRMEXRERERZES
5 2019 Charitable Enterprise* Award 2020/2 Jiangyin High-tech Industrial Development Zone
019FEHLESE RIE Committee of Communist Party of China*
PHIRSHRNEXRERI(EZEE
Administration Committee of Jiangyin High-tech
Industrial Development Zone*
IRRMRNEXAEREREZES
6 2019-2020 Advanced Grass-roots Party Award 2020/6 Jiangyin High-tech Industrial Development Zone
Organisation of High-tech Industrial 3L Committee of Communist Party of China*
Development Zone* A TRENENEXAERIFRER
2019-2020F E R HE R EEE R
Yancheng Fuhui Textiles Limited B3 EE S SER AT
7 2019 High Quality Development Award 2020/1 CPC Yancheng Economic-Technological Development
Contribution Award* 218 Zone Working Committee*
019FEREEERAME PHERCERNAEREIFRES
Yancheng Economic-Technological Development Zone
Management Committee”*
ERRERMAEREERZES
8 2019 Outstanding Three-star Enterprise® Award 20201 Yancheng Municipal People’s Government*
019FEFERIE=E0% 3] B A RIT
9 Three-star Enterprise of Yancheng” Medal 2020/3 Yancheng Municipal People’s Government*
BEm-—Eh%E i B AR
10 2019 Advanced Unit for Fire Safety Management Award 2020/4 Fire Rescue Brigade of Yancheng Economic-
Work in the District* 5IR Technological Development Zone*
0195 E2RAN T 2 ERTEAEEN BB £ R A T R 3 R R B WU KB
11 Supplier of 10 Years Corporation* Trophy 2020 Hongxing Erke (Xiamen) Industrial Co., Ltd.
BIETFHER &k BERAR (EF)EXFRAF
12 Outstanding Supplier* Trophy 2020 Hongxing Erke (Xiamen) Industrial Co., Ltd.
BAHRER &k BEAR (EF)EXERAR
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Type of Award/ Date of Issue

No. Name of Award/Certification Certification (Year/Month) Issuing Unit/Organisation

XHFE  RE/ARER ®E/AREE  BRAH(E/A) B/ #iE

Dongguan Shatin Lake Side Textiles Printing & Dyeing Co., Ltd. =) AESHENLER DT

13 Certificate of Compliance in Global Certification 2020/5 ECOCERT Greenlife
Organic Textile Standard R
AR REERE

14 Certificate of Compliance in Organic Certification 2020/5 ECOCERT Greenlife
Content Standard RE
BHSERERE

15 Mill Qualification Program Certification 2020/5 Intertek Group
TIHERRZTEN R AEEE

16 Environmental Management System Certification - Certification 2020/6 China Great Wall (Tianjin) Quality Assurance Centre
RRERBBRAZES R R (R2)EERESL

Ocean Lanka (Private) Limited ¥ 8 < (R A)ERLF

17 Express Laboratory Certification Certification 20201
ExpressE R E R B R

18 bluesign® SYSTEM PARTNER Certification 2020/2
bluesign® SYSTEME £+ R

19 Organic Content Standard (OCS) 2.0 Certification 2020/2
HHa ER%E (0CS)2.0¢ RE

20 Global Recycled Standard (GRS) 4.0 Certification 2020/3
RIRERIRZE (GRS )4.0¢ RE

21 Global Organic Textiles (GOTS) 5.0 Certification 2020/6
2HAERSEm (GOTS)5.0¢ RE

Express Laboratory

bluesign technologies ag

Control Union Certifications B.V.

tERE (L8)BRAF

Control Union Certifications B.V.
HERE (LF)BRLH

Control Union Certifications B.V.

tERE(L8)BRAT

English names are only the translation of their respective official Chinese names. In
case of inconsistencies, the Chinese names shall prevail.

# Chinese names are only the translation of their respective official English names. In =~ #
case of inconsistencies, the English names shall prevail.
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OUTLOOK

According to the Global Economic Prospects June 2020 issued by the World
Bank Group, the Pandemic has, with alarming speed, delivered a global
economic shock of enormous magnitude, leading to steep recessions in many
countries. The baseline forecast envisions a 5.2 percent contraction in global
GDP (gross domestic product) in 2020 —the deepest global recession in eight
decades, despite unprecedented policy support. Per capita incomes in the vast
majority of emerging market and developing economies (‘EMDES”) are expected
to shrink this year, tipping many millions back into poverty.

The Pandemic has struck a devastating blow to an already-fragile global
economy. Lockdowns and other restrictions which needed to address the public
health crisis, together with spontaneous reductions in economic activity by
many consumers and producers, constitute an unprecedented combination of
adverse shocks that is causing deep recessions in many advanced economies
and EMDEs. Those EMDEs that have weak health systems; those that rely
heavily on global trade, tourism, or remittances from abroad; and those that
depend on commodity exports will be particularly hard-hit. Beyond its short-
term impact, deep recessions triggered by the Pandemic are likely to leave
lasting scars through multiple channels, including lower investment; erosion
of the human capital of the unemployed; and a retreat from global trade and
supply linkages. These effects may well lower the potential growth and labour
productivity in the longer term.

Looking forward to the second half of 2020, the world economy and the retail
market are expected to remain highly uncertain. The Group holds a prudently
conservative attitude towards the performance in the second half of the year.
Nevertheless, the Group has been working closely with our existing clients in the
China domestic market to co-develop new collections using innovative fabrics,
which provide attractive business potential going forward. As the economy in
China has been rebouncing speedily in the second half of 2020, we believe that
the growth momentum will be concentrated in this market as well as several
popular and quality Japanese brands that we have been working together. The
Group has long been the pioneer in developing innovative products together
with our customers in the textile and apparel industry and will continue to
allocate resources in this area in the future.

Notwithstanding the ever-changing global economic and market conditions, the
Group is determined to do the best altogether to bring long-term values and
returns to all Shareholders through various measures on cost reduction.

OUR APPRECIATION

Finally, we would like to express our gratitude to the Shareholders, customers,
business partners and suppliers for their continuous unfaltering support during
the increase in economic instability. We would also like to thank our dedicated
staff for their commitment and contributions to the success of the Group.
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FINANCIAL REVIEW

The key operating and financial indicators of the Group for the six months ended
30 June 2020 are set out below:

g JEI)

REEB E20205F6 H30H LL61E A 2 F &
MBEEE5MT

4%

L

Six months ended 30 June

B Z6HA30H L6/ A
2020 2019
Statement of Profit or Loss Items BRKREE
(Al amounts in HK$ thousands unless (BRERIFERAINT B © 58
otherwise stated) BHUTFETIIR)
Revenue - 2,099,734 3,388,393
Gross profit EH 213,644 416,904
EBITDA* BT E K 3 BN 101,657 236,782
(Loss)/profit for the period 2 HAM (E518) /&7 (16,432) 90,597
(Loss)/profit attributable to owners KRR AEMNL (BB, &F
of the Company (15,154) 82,685
Basic (loss)/earnings per share (HK cents) BREX (BB) /&F (BI) (1.2) 6.8
Key Financial Ratios FTERBLER
Profitability ratios BFIFEL L FE
Gross profit margin (%) EFE (%) 10.2% 12.3%
EBITDA* margin (%) BB E S 35 1A B 2 (%) 4.8% 7.0%
Expenses as a % of revenue B A
Distribution and selling expenses SIENIEHEEMA 2.5% 2.1%
Administrative expenses TRER 8.2% 6.4%
Finance costs A& Pl A 0.5% 0.6%
Asset efficiency BEME
Inventory turnover period (days) FEREH(R) 94 89
Trade and bills receivables turnover period (days) 43 & =% el s 8 FEH (7)) 91 69
Trade and bills payables turnover period (days) 3 & Zig et B FEEH (7) 43 49
* EBITDA means earnings before interest, tax, depreciation and amortisation.
* EBITDAREREE & ST E KA 85 A0 7 o
At 30 June At 31 December
A6H30H 128318
2020 2019
Asset ratios BEERE
Current ratio B 2.5 2.6
Net debt/EBITDA ratio SFET, BBITE R SR
(annualised) FEZE (F14k) (2.6) (1.6)
Gearing ratio BXEEHE
Total liabilities/Equity attributable to BEEE/RRAREAA
owners of the Company FE{G S 0.5 0.5

# Current ratio is calculated by dividing current assets by current liabilities.
o ORBLEERNHETEASERDEERURBEME
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Revenue

The Group’s revenue for the six months ended 30 June 2020 amounted
to approximately HK$2,099,734,000 (six months ended 30 June 2019:
HK$3,388,393,000).

Revenue by business segments

11.8% \\ 2
88.2% §\ %
y |

In the first half of 2020, the Group’s core business, production and sales of
dyed fabrics and yarns, generated revenue of approximately HK$1,851,603,000
(six months ended 30 June 2019: HK$2,963,069,000), which accounted
for 88.2% (six months ended 30 June 2019: 87.4%) of the Group’s total
revenue. Revenue from production and sales of garments was approximately
HK$248,131,000 (six months ended 30 June 2019: HK$425,324,000), which
accounted for 11.8% (six months ended 30 June 2019: 12.6%) of the Group’s
total revenue.

Cost of Sales and Gross Profit

For the six months ended 30 June 2020, overall cost of sales of the Group
amounted to approximately HK$1,886,090,000 (six months ended 30 June
2019: HK$2,971,489,000) and overall gross profit margin was 10.2% (six
months ended 30 June 2019: 12.3%).

During the period under review, the Group’s revenue decreased by 38%
compared with the same period last year, which was mainly due to a decrease
in sales volume of fabric by 33.4% triggered by the outbreak of the COVID-19
worldwide. Compared with the same period last year, the decrease in
percentage of revenue was larger than the decrease in percentage of production
cost, which led to the decrease in gross profit margin.

Distribution and Selling Expenses

For the six months ended 30 June 2020, the Group’s overall distribution and
selling expenses amounted to approximately HK$52,896,000 (six months ended
30 June 2019: HK$72,509,000), which accounted for 2.5% (six months ended
30 June 2019: 2.1%) of the Group’s total revenue.

Administrative Expenses

For the six months ended 30 June 2020, the Group’s overall administrative
expenses amounted to approximately HK$172,999,000 (six months ended 30
June 2019: HK$217,720,000), which accounted for 8.2% (six months ended 30
June 2019: 6.4%) of the Group’s total revenue.
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Earnings before Interest, Tax, Depreciation and
Amortisation (EBITDA)

For the six months ended 30 June 2020, the Group’s EBITDA amounted
to approximately HK$101,657,000 (six months ended 30 June 2019:
HK$236,782,000) and the EBITDA margin was 4.8% (six months ended 30
June 2019: 7.0%).

Finance Costs

For the six months ended 30 June 2020, the Group'’s finance costs amounted
to approximately HK$10,800,000 (six months ended 30 June 2019:
HK$19,476,000), representing 0.5% (six months ended 30 June 2019: 0.6%) of
the Group’s total revenue.

Capital Expenditure

During the period under review, the Group invested approximately
HK$48,257,000 (six months ended 30 June 2019: HK$43,295,000) in
additions of property, plant and equipment. The Group’s capital commitments
primarily related to the acquisition of property, plant and equipment. As at 30
June 2020, the Group had contracted capital commitments of approximately
HK$90,565,000 (31 December 2019: HK$84,406,000) in relation to the
acquisition of property, plant and equipment.

Income Tax Expense

For the six months ended 30 June 2020, income tax expense of the Group
amounted to approximately HK$7,221,000 (six months ended 30 June 2019:
HK$24,666,000).

Liquidity and Financial Resources

As at 30 June 2020, the Group’s net assets amounted to approximately
HK$3,432,490,000 (31 December 2019: HK$3,585,056,000). The key figures of
the Group’s financial position were as follows:

BB T8 & #8551 7/ E (EBITDA)

& @3 2202096 A30H [t618 B 2 BEFITE &
8 B A 49 A101,657,00058 7T (E £20194F6
A30H [F61E A : 236,782,000 7T) * BERMITE R
BIERAE R A24.8% (#Z=2019F6 5308 1E61E
A:7.0%) -

& B2

& @ # £2020F6 A30H L6 A 7 @ & B A4
10,800,000 7T (& £201996A30H 1-61# A :
19,476,000/8 70 ) * 1h B & ¥ EEAER0.5% (#
FE2019F6 A30H IF61E A : 0.6% ) °

EXRAX

REREEA SE B R E 4 548,257,000/ 7T
(EZ=2019%6 A30H 1-61E A : 43,295,000/ 7T )
IgEmy s HeE kB Hm - SBHERRET
TSR EE W 28 R - 71020206 430
A SBEEBEEEME UENERENDELE
R AFE %) 590,565,000/ 7T (2019412 4318
84,406,00078 7 ) °

FrEHi<
SEEEE2020F6 A30R 1618 A 2 PriSHi < 14

B7,221,00056 7T (i £20199F6 A30H |F61E A :
24,666,000/ 7T ) °

EERBMERYMBER
M2020F6A30H &EBEEEFEN S
3,432,490,000/% jTt (2019%F12H31H :
3,585,056,000/8 70) c MR EZE RN
T

At 30 June At 31 December
A6H30H MW12A31H
2020 2019

HK$’000 F % T HK$'000 F&T

Non-current assets EMENEE 1,776,967 1,835,805
Current assets MEEE 3,262,172 3,461,095
Total assets BERE 5,039,139 5,296,900
Current liabilities mEEaE 1,297,693 1,331,653
Non-current liabilities ERBEaE 308,956 380,191
Total liabilities BERE 1,606,649 1,711,844
Net assets BEFE 3,432,490 3,585,056

The Group met its funding requirements in its usual course of operation by cash
flows from operations, as well as long-term and short-term bank borrowings.
Capital expenditure was mainly financed by long-term bank borrowings.
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As at 30 June 2020, the principal financial covenant figures/ratios (according to
the definitions of the Group’s principal banks) were as follows:

M20205E6 A30H  TEM M B RO EIE, XK
(BEBEAEEFTEARBEITHER)O T :

At 30 June At 31 December
M6 H30H Mm12A31H
2020 2019

Consolidated tangible net worth REFBEREE
Consolidated total bank debt RERIRTREY

to consolidated tangible net worth A FBEREELD
Consolidated EBITDA ire BRITE KA

to consolidated interest expense

Consolidated current assets
to consolidated current liabilities

RABEARX

Consolidated capital expenditure

MBS RS F ST e fl

HK$3,161,942,000 HK$3,182,250,000

FERDEEHSSRDAMGELA

0.2 0.1
9.4 11.8
2.5 2.6
HK$48,257,000 HK$134,619,000

Risk Management

The Group follows a stringent and prudent risk management policy to manage
foreign exchange and interest rate risks.

The sale and the purchase of raw materials of the Group were mainly
denominated in HKD, USD and Renminbi (“RMB”). Since the Group mainly
carries out production in China, we are exposed to foreign exchange risk arising
from RMB exposure. The Group has been closely monitoring the exchange
rate fluctuation for USD and RMB and will continue to monitor the trend of the
exchange rate and adopt appropriate measures in order to mitigate the foreign
currency risk in a cautious manner.

In addition, bank borrowings of the Group were denominated in HKD and
USD and interests were mainly charged on a floating rate basis. The average
effective interest rate of bank borrowings of the Group was 2.82% for the period
under review (31 December 2019: 3.81%) per annum and the bank borrowings
were repayable by installments over a period from one to three years. All bank
borrowings were unsecured for the six months ended 30 June 2020 and the
year ended 31 December 2019. The Group will continue to monitor the interest
rates fluctuation in the market and will adopt appropriate measures to minimise
the interest rate risk.

EMPLOYEES AND REMUNERATION POLICIES

As at 30 June 2020, the Group had approximately 7,700 (30 June 2019:
8,800) full-time employees. The Group will continue to implement streamlined
production so as to further minimise its labour cost. The Group’s emolument
policies are formulated based on the performance of individual employee and
the salary trends in various regions, which are reviewed regularly. Subject to the
Group’s profitability, the Group may also distribute a discretionary bonus to its
employees as an incentive for their contribution to the Group.

The Company has established a share option scheme for its employees, and
also provides regular training courses and subsidies for continuing education so
as to improve the skills of its employees with respect to production, selling and
management.
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PURCHASE, SALE AND REDEMPTION OF
THE COMPANY'’S LISTED SECURITIES

During the period under review, the Company had not redeemed its listed
securities, nor did the Company or any of its subsidiaries purchase or sell any of
such securities.

CORPORATE GOVERNANCE CODE

Throughout the period from 1 January 2020 to 30 June 2020, the Company has
applied the principles of, and complied with, all the applicable code provisions
of the Corporate Governance Code as set out in Appendix 14 to the Listing
Rules (the “CG Code”) except for code provision A.2.1 of the CG Code. Since
23 January 2015, Mr. ZHAO Yao, the Chairman and an Executive Director, has
taken up the position of chief executive officer of the Company, details of which
were set out in the announcement of the Company dated 23 January 2015.
This deviated from code provision A.2.1 of the CG Code, which stipulates that
the responsibilities between the chairman and chief executive officer should be
divided and should not be performed by the same person. However, having
considered the current status of the Group, vesting the roles of both chairman
and chief executive officer in the same person enables the Group to plan its
overall strategy more efficiently and achieve the budgeted target. The Board
believes that the balance of power and authority under this arrangement is
adequately ensured by the Board which comprises experienced, professional
and high caliber individuals with a sufficient number thereof being independent
non-executive Directors (the “INEDs”).

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix 10 to the Listing Rules (the
“Model Code”) as its own code of conduct regarding Directors’ securities
transactions. Following the specific enquiries made by the Company with
all Directors, they have confirmed that they had complied with the required
standard set out in the Model Code for the period under review.

AUDIT COMMITTEE’S REVIEW

The Company has established an audit committee of the Board (the “Audit
Committee”) for the purposes of reviewing and providing supervision over the
Company’s financial reporting process, risk management and internal control
systems. The Audit Committee presently comprises 1 non-executive Director
and 2 INEDs, and 1 of the INEDs acts as the chairman of the Audit Committee.
The Audit Committee has reviewed the unaudited consolidated interim results of
the Group for the six months ended 30 June 2020 and the 2020 interim report
of the Company.
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PUBLICATION OF 2020 INTERIM RESULTS
ANNOUNCEMENT AND INTERIM REPORT

This results announcement is published on the respective websites of the
Company (www.fshl.com) and the Stock Exchange (www.hkexnews.hk). The
2020 interim report of the Company containing all the information required by
the Listing Rules will be dispatched to the Shareholders and available on the
respective websites of the Company and the Stock Exchange in due course in
the manner as required by the Listing Rules.
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