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OPERATING FIGURES REHE
2008 2007 2006 2005 2004
ZZENE 8 3 —355F “2TRE —3IME
For the year ended 31 December RMB 000 RMB 000 Change RMB 000 RMB 000 RMB 000
HZ12RNALEE AREF7 NEEFT &g NEEFT NEEFT NREFT
Tumover B8 3,737,641 3,254,109 +14.9% 2,667,216 1,915,965 1,415,852
Gross profit eS| 458,935 434,751 +5.6% 402,863 342,697 229,373
Profit for the year EgaT 214193 21111 -9.9% 190,536 180,210 137,048
Eamnings per share BREM
Basic A RMBAE®0.247 RMBAR0.277 111% RMBARX022t RMBAR®0217T RMBARX0.197
Diluted B RMBAE®0.247 RMBAR¥0.277T 111% RMBAR®022t RMBAR#0217 RMBAR0.197
CONSOLIDATED BALANCE SHEET mEEERER
2008 2007 2006 2005 2004
—EE\F ZEELE “EEXNE —TThF —ZINF
As at 31 December RMB 000 RMB 000 Change  RMB000  RMB000  RMB 000
MM2A31H ANBEFT ANREFT B ARETT AREFT AREFT
Total assets BEE 3,199,192 2,645,130 +20.9% 1,829,900 1,401,768 966,518
Non-current assets ERBEE 1623120 1,339,571 +21.2% 899,343 657,841 388,792
Current assets TEHEE 1,576,072 1,305,559 +20.7% 930,557 743,927 577,726
Total liabilities BEE 1,970,810 1,569,379 +25.6% 968,251 645,454 399,867
Current liabilities REEE 1,396,370 855,717 +63.2% 752,577 560,797 387,855
Non-current liabilities Fneak 574,440 713,662 -19.5% 215,674 84,657 12,012
Net current assets MYEEFE 179,702 449,842 -60.1% 177,980 183,130 189,871
Net assets BEFE 1,228,382 1,075,751 +14.2% 861,649 756,314 566,651
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FINANCIAL INDICATORS MBER

For the year ended 31 December 2008 2007 2006 2005 2004
BE12ANALFE ZER\E  TELE CTTRE CTThE  CTIMF
Inventory turnover days FERERY 75 71 58 50 46
Trade receivable BB 5508

turnover days FERE 41 33 27 28 30
Trade payable ENE

turnover days FEAY 61 48 35 27 18
Current ratio Mm% 1.1 1.5 1.2 1.3 1.5
Net debt to equity ratio HEREERL X

(Note 1) (Hrit1) 0.60 0.67 0.42 0.11 0
Return on equity (Note 2) EmEREf:72) 19% 25% 24% 27% 32%

Note 1: Based on total borrowings net of cash and cash
equivalents and pledged bank deposits over total equity.

Note 2: Based on the average of the total equity at the
beginning and ending of the financial year.

Remarks:

The Company was incorporated in the Cayman Islands
on 12 July 2004 as an exempted company with limited
liabilities under the Companies Law, Chapter 22
(Law 3 of 1961, as consolidated and revised) of the
Cayman Islands. The Company became the holding
company of the Group on 21 November 2004 through
a reorganisation (the “Reorganisation”) and the shares
of the Company have been listed on the Main Board
of The Stock Exchange of Hong Kong Limited (“Stock
Exchange”) since 9 December 2004 (“Listing Date”).
The Group has been treated as a continuing entity and
accordingly the consolidated financial statements have
been prepared on the basis that the Company was the
holding company of the Group since 1 January 2004,
rather than from 21 November 2004.

Accordingly, the results of the Group for the five years
ended 31 December 2008 have been prepared on the
basis of merger accounting as if the Group structure
immediately after the Reorganisation had been in
existence since 1 January 2004. This financial highlights
include the results of the Company and its subsidiaries
with effect from 1 January 2004 or since their respective
dates of incorporation, whichever is the shorter. The
combined balance sheets as at 31 December 2004
are the combination of the balance sheets of all the
companies comprising the Group as at 31 December
2004. In the opinion of the directors (“Directors”) of the
Company, the resulting combined financial statements
give a more meaningful view of the results and the state
of the affairs of the Group as a whole.
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CORPORATE PROFILE

Texhong Textile Group Limited (“Texhong Textile” or the
“Company”, together with its subsidiaries, the “Group”)
(Stock code on the Stock Exchange: 2678) is one of
the largest cotton textile manufacturers in the People’s
Republic of China (“China” or the “PRC”) and is a leading
textile enterprise focusing on manufacturing high value-
added core-spun cotton textile products. The Group is
principally engaged in the manufacture and distribution of
quality yarn, grey fabrics and garment fabrics, especially
high value-added core-spun yarn. Since 1997, the Group
has grown rapidly and has over 2,000 customers in
China and overseas, with its sales network spanning
across the PRC, Europe, South Korea, Hong Kong and
Bangladesh. Headquartered in Shanghai, the Group
is operating 11 efficient manufacturing plants in China
(within the Yangze River Delta) and a production base in
Vietnam with total production capacity of over 700,000
spindles and 900 shuttleless looms.
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CORPORATE STRUCTURE R
Texhong Textile Group Limited
(Stock Code on the Hong Kong
Stock Exchange: 2678)
KA EARAT
(BBBEAZPTIR D 4RSH: 2678)
100% [ 100% 100% 100%
|an§:Ed Texhong Textile Holdings Limited Sunray International Holdings Ltd. Texhong Vietnam Investment Ltd.
KT A BB AR RATHRARAAR AR FEERERAR AR RALMEHR AR AR
100% | ! 1 100% [ 100%
Texhong Textle Texhong Textle Texhong Textile (Hong Kong)
Nantong Ltd. (Hong Kong) Ltd. Holdings Ltd. —
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On behalf of the board of directors (the “Board”) of the
Company, | am pleased to present to our shareholders
the Group’s annual results for the year ended 31
December 2008.

RESULTS

In line with the Group’s business expansion strategy,
the Group has continued to grow significantly and gain
market share in upstream high value-added core spun
cotton textile market in China. During the year, the
Group’s turnover increased by 14.9% to RMB3,737.6
million. Profit attributable to shareholders decreased
by 9.9% to RMB214.2 million. Earnings per share were
RMBO0.24 in 2008, compared to RMB0.27 in 2007.

DIVIDEND

The board of directors did not recommend the payment
of a final dividend for the year ended 31 December,
2008.

OUTLOOK

The sub-prime mortgage crisis in the United States in
2007 has turned out as the global financial crisis in 2008.
It has created unprecedented damages to the world’s
economy and up to now it is still unable to measure the
depth and width of the economic wound. The economic
outlook for the rest of 2009 depends largely on the
effectiveness of the various massive stimulus plans
being implemented in the US and rest of the world.

The Chinese government has announced its 4 trillion
economy stimulus plan to boost up the economy, and
has declared to keep the 8% GDP growth rate in 2009.
With an intention of alleviating the burden of the textile
industry, the VAT export rebate rate in China for the
textile industry has increased from 11% to 13% in August
2008, from 13% to 14% in December 2008 and from 14%
to 15% in February 2009. It has been broadly forecasted
that China would be the first country to stand out from
the dark cloud of economic recession worldwide.

Although all the quota restrictions on China’s textile
products imposed by EU and US have been removed
since 1 January 2009, EU and US may adopt other trade
restrictions on the export of China’s textile and garment
products such as technical trade barriers.
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OUTLOOK (Continued)

We have been well prepared for this new challenge
and opportunity and have stepped out to establish the
Vietnam production plant since 2006. Trade dispute
between Vietnam and other countries are very rare.
For example, Turkey recently has raised anti-dumping
tariff to some viscose textile products from China, India
and Indonesia, but not Vietnam. 210,000 spindles of
both Phase | and Phase Il of our Vietnam production
plant have been in full commercial production from the
beginning of 2009. The annual sales volume contributed
by the 210,000 spindles of the Vietnam plant is about
RMB1 billion. With the new productivity added, we
believe that we will have a new record high sales volume
in 2009.

Looking ahead, we will strive to keep our strategy
to increase our market share both domestically and
internationally. Our Group has been awarded on 15
July 2008 by the China National Textile & Apparel
Council as one of the top 10 most competitive cotton
textile manufacturers in China for the 2007/2008
period. Our client base has been increased from about
1,800 customers at the end of last year to above 2,000
customers as at 31 December 2008. We expect that
the Group’s current growth trend on sales of core-spun
textile products will sustain in 2009.

ACKNOWLEDGEMENT

On behalf of the Board, | would like to express my
sincere thanks to all the shareholders for their continuous
support. Also, | would like to take this opportunity to
thank all our dedicated staff members for their valuable
contribution during the year.
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China textile industry experienced several challenges
in 2008. During the first half of 2008, the industry was
faced with increase in materials, labour and utility costs.
During the second half of 2008, the industry has been
affected by the global financial tsunami. According to the
statistics from the China Customs, the export sales of
textile products rose 8.2% to USD185.2 billion for 2008,
but the growth rate was 10.7% less than that of 2007.
According to the National Bureau of Statistics of China,
investments in large projects (RMB5 million or more) for
the textile industry totaled RMB272.4 billion for 2008,
representing an increase of 6.75% from that of 2007 but
the growth rate was 18.99% lower than the whole last
year. The January and February 2009 clothing consumer
price index decreased by 3.1% and 2.3% respectively
compared with the same period last year. The above
figures revealed the industry was suffering from slower
growth rate in term of investment and export sales, and
the lower selling price.

Amid the unfavorable market environment, the Group
still achieved a steady growth of operating results
contributed by the increased tremendous efforts of the
management and supervision, the hard work of our
managers and our staffs and our added capacities of
the Vietnam project. Our turnover comprises the sales
of yarn, grey fabrics and garment fabrics. For the year
ended 31 December 2008, yarn continued to be the
Group’s top selling products and sales volume increased
by 30.0% to 123,397 tones, while that of grey fabrics
decreased by 12.7% to 98.6 million meters, compared
with that of 2007. We continue to gain market share and
customer base of yarn, particularly the high value-added
core-spun yarn products. 70,000 spindles of the Phase
I and 140,000 spindles of the Phase Il for the Vietnam
expansion plan have started commercial production
in October 2007 and January 2009 respectively. On
average, those 210,000 spindles can produce about
50,000 tones of yarn, or RMB1 billion sales annually.
During the year, we have relocated and rearranged
one of our factories in Xuzhou, such that the number
of spindles for yarns was increased while the number
of shuttleless looms for grey fabrics was decreased.
As a result of such relocation and rearrangement, the
sales volumes of yarns and grey fabrics increased and
decreased respectively during the period.
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BUSINESS REVIEW (Continued)

The overall gross margin of the Group’s products
dropped to 12.3% compared to 13.4% last year. The
drop in the gross margin was mainly due to decrease
in average selling price of yarn and grey fabrics as a
results of the worldwide economic recession starting
from the last quarter of 2008, and the sluggish export
markets affecting our downstream customers. However,
the gross margin is expected to go higher from the
second quarter of 2009 once the much lower cost
of materials, particularly cotton and spandex which
account for about 60% and 10% respectively of our cost
structure, started to reflect in the cost of goods sold. On
the other hand, the whole 210,000 spindles of Phase |
and Phase Il Vietnam production facilities have been put
into commercial operations, which can further help to
increase the overall margin in the future.

The Group has further strengthened the strategic
cooperation with Dow Chemical and Lenzing Fibers
(Shanghai) Co., Ltd. The Group has successfully applied
the olefin-based XLA™ fiber technology invented by
Dow Chemical and the cellulose-based Tencel® fiber
technology invented by Lenzing Fibers to the making of
different non-spandex core-spun elastic yarns for high
graded denim which poses different new features to the
jeanswear. These products have received overwhelming
market response and success, and have helped our
Group to gain more international prestigious customers.
It is believed that by exploring and penetrating different
high-ended textile markets, we will continuously be
a leading high value-added core-spun cotton textile
manufacturer.

During the year, our research and development centre
in Changzhou has been developing variety of products
to suit the market needs. We have developed core-
spun textile products with metal wires, polyester, nylon
and polypropylene. Our high productivity, high quality
and R&D ability has attracted a wide scope of different
customers. For example, during the year, more than
RMB70 million of TVC and JC yarns have been sold for
China Army’s specialised clothing needs.
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Although textile industry is said to be one of the markets
suffering most from the financial crisis, we are in a good
solid stance to face with the plight. We have long been
positioning ourselves in the up-stream yarn and grey
fabric supplier concentrating on the domestic market.
As such, we are not so directly affected by the sluggish
export market as the other downstream textile or garment
manufacturers. We have more than 2000 customers as
at 31 December 2008. The largest customer contributed
only 3.2% of the total sales during 2008. Such a wide
client base help to diversify significantly any potential
receivable default risk of our clients. We are cautious
to offer any credit terms to our customers. 60.6% of our
trade and bill receivable are within the ageing of 30 days.
83.2% of our receivable is bill receivable, which is in the
form of bank acceptance draft which are endorsable,
transferable, discountable, assumed full responsibility
by banks for ultimate payment, and offer a very high
liquidity to the Group. The sum of our highly liquid
assets, that is, cash, cash equivalent and bill receivable
amounted to RMB699 million as at 31 December 2008.
The operating cash in flow as at 31 December 2008 was
RMB374.5 million, which was more than double than that
of last year. We would try our best to maintain ourselves
in a cash rich position in face of the worldwide economic
uncertainty.

While we are prudent in the cash and receivable
management, we continue to maintain on business
growth and development. We have stepped out to
establish our Vietnam production plant since 2006.
210,000 spindles of both Phase | and Phase Il of our
Vietnam production plant have been in full commercial
production from the beginning of 2009. The cost of
labor and electricity in Vietnam is much lower than that
of China. The imported price of our major raw material,
cotton, has been much lowered since the second half
of 2008. There is no import quota and duty of cotton to
Vietnam. The 5% imported duty for yarn to China has
been abolished since 1 January 2009. Our Vietnam
plant has been enjoying 4-year full exemption of income
tax starting from 2008, and starting from 2012, it will
enjoy another 9-year half exemption of income tax. We
expect our Vietnam plant will further improve our overall
average cost in future. During the year, Vietnam currency
has been depreciated from USD/VND16,010 to USD/
VND17,494. The Vietnam inflation rate was recorded
to be 22.97%. Nonetheless, the effect to our Vietnam
production plant was minimal. All of our cotton materials
for Vietnam plant are imported to Vietnam and we
make payment by USD. Nearly 95% of our products in
Vietnam are exported and we receive payment by USD.
Both of our import and export bypass the movement of
VND. In fact, we have been benefiting from the recent
depreciation of Vietnam currency as the local cost such
as labor and energy cost are paid by the depreciated

BREDHBEGRERICRERTETEZ
— R EF D EEAE S RIE o F A
BRIZZEREATSMN L& RITEmHE
i A BRIREAM TR IKAEE
o BT AEEIBIENLEOTISHTE -
R-ZEENE+—A=+—0  HAELEHE
B2,00088F ZFARFPEG T /N\FH
EBEE32% - BEEANZEFERFDSBEAE
FHBERZRR - RMEZERRERTFRE
HIEEBUR ° 60.6%EWE 5 K ZEFHIANE
5 A30 8 AR » 83.2%E W FIE T B SR 1T,
EZMENEE  ZSZEAEREETE =
75 EERESKBRIR - MIRTTA A A EE R
i WAAEBREAE SRS - B
—TENE+-AZ+—HB sREBEME
Re  HEeSEMMERER) QERBARE
699,000,0007C ° R—ZEENF+_-_F=+—
B - &&IRERAARE374,500,0007T © &
EEEINBEE - ME RSB THRARE
BMeZAREREZEMNRESTR

YRS RERKBREGEEEENRE
BRMRBESEERER - BT F
RERMER MEYREER - BEYKE
EME — B &5 — 259 210,00018 % 48 B 7
ZETNFFIEERE - MENS IAAE
MEEBREFHAK - BT NFTEEF
RIBEMBGEIENADBD KIBRE - @
AR H FA OB ELER - BAA
OZEFENYEMBRNs%HETER-Z
TNF—A—HBIUE - BRMOBEYRE
ERE—ZT)\FREENFREEEME
AR -—ZE——F8 BISE—FFF
NEREHBYE - HPEEBREYREER
BHE—PHEAREETIHRA - TR - B
e HITEE  H137TH 16,010 EER
BEE1ETHITAUBEE - HEBEKRXA
22.97% ° AT - BB ERBEREBREEE
R M S 26 - MR ME B IRt R &
SNERE D - AR R BIAZETTN TR o AN FH
MRS 4 T 95% M E B H O - AR A 8l
WELETTA R « KRB 2 H A MEOHES
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BUSINESS REVIEW (Continued)

VND which have been exchanged by a lesser amount
of USD. Only about 5% of our products manufactured
in Vietham are sold domestically. We will form a sales
and marketing team in Vietnam for further exploring
the market opportunities in Vietham and other ASEAN
countries.

The Group has always been committed to be a
corporation with a strong sense of social responsibility.
We have contributed some of our resources to help
those Chinese citizens affected by the earthquake
that occurred in the Sichuan Province in May 2008.
We donated cash and bedding in the total amount of
RMB4.18 million to aid those families made homeless
by the earthquake. The Group has also been actively
assisting those employees whose families have been
affected by the earthquake.

FINANCIAL REVIEW

Turnover

The Group’s turnover comprises the sales of yarn, grey
fabrics and garment fabrics. Due to the strong domestic
demand for high value-added core-spun cotton textile
products, turnover of the Group grew significantly in
2008. Turnover of the Group by products are shown as
below.

¥KOEE)
MBEERENZERARN RN 2 E L BE
HZBmE RPN EEEENERRERY
5% 2 EfmNE o BB EMBERY —BiES
NTiGHEENRA - P HAAEE R Em R
BRI °

REE BB RAELEEENDEE - R
MERBEDERABNE —FTT\FHAN
NAREZEOTERR - HAEAKBEA
R #4,180,0007C 3 & MR A LA B b BB M
REFENRE © N B I ER B B
TENRERE -

Bt 75 [0

= 3

REBNEXBEIBREHEEDR - B EE
£ o R — T N\FhEEANE M IERES
BEEmNTERRT) - AEEEEXBERSAR
BE - THASREMNERRRR

Change

between

2008

and 2007

2008 2007 —ZETNF

“EZ)N\E Yoftotal —FBEFE % of total ikt

RMB’000 {h#a%E RMB’000 H4BRE —TTLF

AREFT Atk AREFr Atk =y

Yarn “hiag 2,622,599 70.2% 2,126,443 65.4% 23.3%

Grey fabrics b7 Y531 892,418 23.9% 989,880 30.4% (9.8%)
Dyed/Garment fabrics @ E# 128,895 3.4% 119,972 3.7% 7.4%
Other products EbEm 93,729 2.5% 17,814 0.5% 426%
Total R 3,737,641 100% 3,254,109 100% 14.9%
Yarn continued to be the Group’s top selling products #@RINERAEEBEREENER  —F

with sales amount increased by 23.3%, reaching a record
high sales value of RMB2,622.6 million in 2008. Sales
of grey fabrics decreased by 9.8%. During the year, we
have relocated and rearranged one of our factories in
Xuzhou, such that the number of spindles for yarns was
increased while the number of shuttleless looms for grey
fabrics was decreased. As a result of such relocation
and rearrangement, the sales volumes of yarns and grey
fabrics increased and decreased respectively during the
year.

TN\ FEHEEILR233%  HEREAARK
2,622,600,000 7T ) ¥ e o ¥ 70 88 & 2R 4
9.8% ° FEN - AN FIDIEFE RGN E
PFRREETIRERENLTHEER &
PR EIE BRTIEN - A BB
HEARD  AREBRENLHE YK
TR B SE E R G A D BN R A



FINANCIAL REVIEW (Continued)

Gross profit and gross profit margin

Due to the rise in sales volume and the gain in market
share in the core-spun cotton textile products, gross
profit of the Group increased from RMB434.8 million to
RMB458.9 million, representing an increase of 5.6%
compared to last year.

Nevertheless, the worldwide economic recession starting
from the last quarter of 2008 and the sluggish export
markets affecting our downstream customers have
indirectly led to a drop in average selling prices of the
Group’s products. The above pressures on selling prices
have resulted in a drop of gross profit margin by 1.1% to
12.3% in 2008.

Cost structure

Cost of sales increased by 16.3% to RMB3,278.7 million.
Besides the increase in production volume, the rise in
raw material costs (particularly cotton) during the first
half of 2008 has also led to an increase in the proportion
of raw material costs to the Group’s total manufacturing
costs.

Bt FSERE )

EFRERR

RSB S R I S RN T FISE S
% N B ) F B & 4F A R #6434,800,000
T EF15.6% % A R #458,900,0007T °

A B-ZEN\FEOFELRBREER
RARBGOEATSZE T HEPREEHR
AEENERTFHEE K - LAHEEN
BHBHR _FENFOHENETHII%E
12.3% °

FRANERAE

THE R ANHE N16.3% = A R #3,278,700,000
TC o BREEEMN R-ZETNFLEFREM
BEAR (BRI RARIE ) _EFHIRE BRI K A
ANEBAAERERAZ ELFIE -

Consumables Others
Consumables Othﬁez JEFEM gﬁﬁ
g 18% 8% 1.8%
9 o
%l:ilft)ies gjtjlljltglgfvsk*
B R 5.9%

5.9%
Depreciation
wE

22%

Direct Labour
HEIE
6.3%

Raw Materials
RAE
81.7%

Depreciation
E

Raw Materials
RAEL
81.8%
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FINANCIAL REVIEW (Continued) M ERE )

Selling and distribution costs HER D HAX

For the year ended 31 December 2008, the Group’s REEZE_ZTZTN\F+_A=+—HIFE " &
selling and distribution costs amounted to RMB91.3  &£E 7 & KD EHTREF EFA203%E A
million, representing an increase of 20.3% compared  E#91,300,0007T ° Fi&2 AR #HE SR
to that of last year. The increase was in line with the % -

increase in sales volume.

General and administrative expenses —MRRITEEX

During the year, the Group’s general and administrative ~ N&EERER 2 — & &7 2 #E1013.7%
expenses increased by 13.7% to RMB164.2 million, % AR # 164,200,000t @ (h A= E & ¥ 58
which amounted to 4.4% of the Group’s turnover. The  4.4% o FHER RN =L ANFTE -

increase was in line with the increase in sales volume.

Cash flow RERE
-
Y 2008 2007
S —BBNE BT LE
) RMB’000 RMB’000
o ANREF T AREFT
=
E Net cash generated from K EBFTSIR S F R
= operating activities 374,490 173,640
= Net cash used in investing activities KREBSRERSFHE (328,164) (486,341)
5 Net cash inflow from financing activities g & EBFTEIR &R AFEE 67,071 372,429
5 Cash and cash equivalents Rt+-—A=+—HHR:
g at 31 December RIS =MEY 313,012 199,615
H
=
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&
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FINANCIAL REVIEW (Continued)

Cash flow (Continued)

For the year ended 31 December 2008, net cash
generated from operating activities amounted to
RMB374.5 million. The increase in net cash inflow from
operating activities was mainly due to the increase of
inventory during the period was much less than that of
2007. On the other hand, the increase of trade and bill
receivable is much less than that of 2007 as a result of
more prudent trade credit policy. The net cash used in
investing activities amounted to RMB328.2 million, which
was mainly used for the payment of machinery and
other capital expenditures of the Phase Il of the Group’s
new production base in Vietnam. During the year under
review, the net cash inflow from financing activities
amounted to RMB67.1 million, which mainly represented
the net increase in bank borrowings and payment of
dividends and interests.

Liquidities and financial resources

As at 31 December 2008, the Group’s bank and cash
balances (including pledged bank deposits) amounted to
RMB334.6 million (as at 31 December 2007: RMB210.4
million). As a result of business expansion in 2008,
the Group’s inventories and trade and bill receivables
increased by RMB38.1 million and RMB99.3 million to
RMB690.0 million and RMB464.1 million, respectively (as
at 31 December 2007: RMB651.9 million and RMB364.8
million). The inventory turnover days and trade
receivable turnover days were 75 days and 41 days
respectively, compared to 71 days and 33 days in 2007.
The increase in inventory turnover days was due to an
increase in the inventory level of cotton in 2008 for the
new production facilities in Vietnam, which has just been
in full commercialized production since the beginning of
2009.

HERE
BE-_EENE+-_A=+—BHLEE "
REEHRBEETINERSFHEARE
374,500,0007T ° &£ & EBS RS R AFRE
BINEZRARHANFEEE MR -ST+
FEMAL - Z—HH  ARAEERMNERE
EMEZEERER  SWEKE S REERZTIEN
EIMBEENR_ZETLF A - XEBEIREEF
FFTFEIR £ 5 5 A A K #328,200,0007T © =
DAREMAEENA BB EERME =
MR REREMEARY - REEBEFE
W AEERERHNEREAANFEAEAR
#67,100,0007T * TE2RRIFITER - KEK
BT g hEEE o

REBEERIKER

RIEBEZTZ)\F+-_A=+—H  KEE/IRTT
MBS HHK(BEERBRITGEAARE
334,600,000 C (M -—ZTZE+E+-A=+—
B : AR%210,400,0007T) - (EER —TF
NEEITERER  AEENTFERERE S
N 5 3R89 Bl A0 A R % 38,100,000 7T &
AR #99,300,0007T = A R #690,000,0007T
& AR¥464,100,000t(R—ZEZT+F+ =
A=+—H : AR¥651,900,0007T & A RE
364,800,0007T) - FEEAERH L EKE 5
BRAAERE DB BTSRRI K M_EE
+FEHDRAETIRKRIZK - 7 & FE K EIE
MEHRETDABENEEREN ST \F
ZIBIETFERFEN - M EERMBER T
THFFVRERE °
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FINANCIAL REVIEW (Continued)

Liquidities and financial resources (Continued)

To cater for capital expenditure requirement as a result of
the Group’s business expansion in Vietnam, the Group’s
total bank borrowings increased by RMB149.0 million to
RMB1076.9 million as at 31 December 2008. Short-term
bank borrowings was increased by RMB297.3 million to
RMB522.6 million while long-term bank borrowings was
decreased by RMB148.3 million to RMB554.3 million.

As at 31 December 2008, the Group’s financial ratios
were as follows:

BBl )

RBESRYBERE)
BENAEEEUERRESERNEARRH
YEX AEEBR -_ZEENEF+_A=1+—
H R R 1718 B 4% i A R % 149,000,000
7T & A K #1,076,900,000 7T ° 55 HI 4R 17
& & 1% i A R ¥ 297,300,000 T & A R
522,600,0007T © MEHRITEELRI AR
#148,300,0007T = A R #554,300,0007T °

RZBZNF+A=+—0  TEEZ#H
FEIZIT

2008 2007

225 —FTtF

Current ratio TRENLL 3 1.13 1.53
Debt to equity ratio BEEml 0.88 0.86
Net debt to equity ratio B &R X 0.60 0.67

Borrowings

As at 31 December 2008, the Group’s total bank
borrowings amounted to RMB1,076.9 million. Among
which, RMB226.0 million (21.0%) were denominated
in Renminbi and RMB850.9 million (79.0%) were
denominated in United States dollars. These loans borne
interest at interest rates ranging from 2.8% to 7.9% per
annum (2007: 6.1% to 7.2%).

As at 31 December 2008, the Group has outstanding
short-term borrowings of RMB522.6 million (2007: 225.2
million). The reason for the increase of the short-term
borrowings was due to the fund raising for the working
capital and business expansion, and the term period
reclassification to short-term borrowings in 2008 from
long-term borrowings in 2007.

In respect of the Group’s borrowings, the Group has to
comply with certain restrictive financial covenants. Details
of these financial covenants and charges on group assets
are disclosed in note 17 to the accompanying financial
statements.

Be

RIBEZ)\F+-_A=+—H ' KEE/IRTT
EEBEAARE1,076,900,0007T * HF A
R # 226,000,000 7T (21.0%) LA A R EE 51| & -
H # A R % 850,900,000 7T (79.0%) Al LASE 7T
PIME - ZEERIRFFE28%ET.9%(=F
THF 6 1%ET.2%):TE °

R-BENFE+-A=+—H K~EEKE
BRHEEAARYES522,600,000T(=—ZZ
+4 : ARM225200,0007T) ° 55 B {2 & 1%
MIERREEES NEBRETETEE - MU
FRZEE+FRPEENR ST N\FEH
DIBAGEEE -

REEEREEEETE TYHERANER - %
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FINANCIAL REVIEW (Continued)

Foreign exchange risk

The Group mainly operates in the Mainland China and
Vietnam. Most of the Group’s transactions, assets and
liabilities are denominated in RMB and USD. Foreign
exchange risk may also arise from future commercial
transactions, recognised assets and liabilities and net
investments in foreign operations. The Group manages
its foreign exchange risks by performing regular review
and monitoring its foreign exchange exposures. The
Group’s exposure to foreign exchange risk is mainly
attributable to its bank borrowings denominated
in USD. In order to mitigate interest rate risk and
foreign exchange risk for repayment of US$21 million
syndication loan, the Group has entered into an interest
rate cross currency swap with ABN AMRO. Except for
this, the Group did not involve in any other hedging
activities during the period under review.

Capital expenditure

For the year ended 31 December 2008, the capital
expenditure of the Group amounted to RMB416.0
million (2007: RMB502.2 million). It mainly comprises
of additions of land use rights and property, plant
and equipment for the newly constructed factories in
Vietnam.

Contingent liabilities
As at 31 December 2008, the Group had no material
contingent liabilities.

Human resources

As at 31 December 2008, the Group had a total
workforce of 13,207 (as at 31 December 2007:
14,952), of whom 10,349 were located throughout our
11 manufacturing plants in China, 172 were based in
regional headquarter in Shanghai, 2,682 were located at
the Group’s new production base in Vietnam and 4 were
based in Hong Kong. New employees were recruited
to cater for the Group’s business expansion during the
year. The Group offers its staff competitive remuneration
schemes. In addition, discretionary bonuses and share
options may also be granted to eligible staff based
on individual and Group’s performance. The Group is
committed to nurturing a learning and sharing culture
in the organization. Heavy emphasis is placed on the
training and development of individual staff and team
building, as the Group’s success is dependent on the
contributions of all functional divisions comprising of
skilled and motivated staff.

Dividend policy
The Board did not propose any final dividend for the year
ended 31 December 2008.

B FEEEE (2)

S EEE [ B

AREBE = BEF B AM LR EE - NEFK
BHRH  EEMNBEAARENIETTHE
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EITTE R MEREINERBIEENERH
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The Group is committed to maintaining a high level
of corporate governance within a sensible framework
with an emphasis on the principles of transparency,
accountability and independence. The Board believes
that good corporate governance is essential to the
success of the Group and the enhancement of
shareholders’ value.

CODE ON CORPORATE GOVERNANCE
PRACTICES

The Company was committed to maintaining high level of
corporate governance and has steered its development
and protected the interests of its shareholders in an
enlightened and open manner. The Board of Directors
of the Company comprises four executive Directors and
three independent non-executive Directors. The Board of
Directors has adopted the code provisions of the Code
of Corporate Governance Practices (“Code Provisions”)
set out in Appendix 14 to the prevailing Rules Governing
the Listing of Securities (“Listing Rules”) on the Stock
Exchange of Hong Kong Limited. In light of various
amendments to the Listing Rules, particularly Appendix
14 thereto, which became effective on 1 January
2009, on 1 April 2009, the Company adopted the code
provisions set out in the Code on Corporate Governance
Practices (“New CG Code”) contained in Appendix 14 to
the Listing Rules with retrospective effect from 1 January
2009. During the reporting period, the Company had
complied with the Code Provisions except for the certain
deviations as specified with considered reasons for such
deviations as explained in this corporate governance
report.

THE BOARD
The Board currently comprises seven Directors and its
composition is set out as follows:

Executive Directors:

Hong Tianzhu (Chairman and Chief Executive Officer)
Zhu Yongxiang

Tang Daoping

Gong Zhao

Independent Non-Executive Directors (“INEDs”):

Zhu Lanfen

Cheng Longdi

Ting Leung Huel, Stephen MH, FCCA, FCPA (PRACTISING),
ACA, FTIHK, FHKIloD

AREHNREBERZ BENERRKFZ
TEER  URAREAE  BEMERBIIE
RRA - BEEEREERZEEXEAEAEKE
ZRNERABREEEREE -
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8 ARIBATIRI A IR S A S B ey B R [
RIBEERPINER - AR RNEEZAHTAH
TEER=(IBIFMITERENK - EEE0
RMRESHNEEMARXZMARRREFS L
MRANT ERAN D M8+ He B REAER
SRR STRMGESC(TCSFRIGESO)) - ER—F
ThE—A—BERE LR R 2 M 8%
TH)ZERER  ARRER-_ZTTNFNH
A—BR#ETRRIME M ERERE T
AI([FREEIRTRI ) AR ST RIS - B
EREZZZAF AR - R®EHARN - B
ARALEE ARERES TCHAREADN
RBEIFRIN - RNARI2ETCTRIED »
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THE BOARD (Continued)

The brief biographical details of the Directors are set
out in the “Directors and Senior Management” section
on pages 30 to 32. There was no relationship (including
financial, business, family or other material/relevant
relationship) among members of the Board.

The Company has three INEDs representing more than
one-third of the Board. At least one of the INEDs has
appropriate professional qualifications or accounting or
related financial management expertise under Rule 3.10
of the Listing Rules. The Board has received from each
INED an annual confirmation of his independence and
considers that all the INEDs are independent under the
guidelines set out in Rule 3.13 of the Listing Rules.

The Board meets regularly to discuss the overall strategy
as well as the operation and financial performance of the
Group, and to review and approve the Group’s annual
and interim results. During the year, four Board meetings
were held and attendance of each Director at the Board
meetings is set out as follows:

ESVREFBHNEINEREZ[ESLS
BERE|—EA - ESGMN S HM R EMHE
RORIENH - %755 - RESKHMEKR HH
BAR) °

ARARZZ2BIUIFMTEFEEFEAHRS
R=52— - RELWHRANF3106E - =0~
FEIIFRITERBARBEE ZEEERK
SRR EREXENE - EESCOKE
BEBUIFNTESARLB U2 FEER
& UYRRABBLIFMTESTHABLTR
RSB ABRATEL 85| N 2Bk

EReTHARSE WA ER 2 ERERR
AR EBRBRSE - YR MM AEAEEZ
2FERPHEE - NFAR - CRTORESE
TR BEFZHEBERLLT

Number of
Board meetings
attended/held
HEBiTESY
RN
Executive Directors: BITES
Hong Tianzhu R
(Chairman and Chief Executive Officer) (FERITEAEZ) 4/4
Zhu Yongxiang RoKFE 4/4
Tang Daoping iET 4/4
Gong Zhao BERR 4/4
Independent Non-Executive Directors: BYKHITES :
Zhu Lanfen PN B 4/4
Cheng Longdi TR 4/4
Ting Leung Huel, Stephen TRE
MH, FCCA, FCPA (PRACTISING), ACA, MH, FCCA, FCPA (PRACTISING), ACA, 4/4
FTIHK, FHKIoD FTIHK, FHKIoD

The Board has reserved for its decision or consideration
matters covering mainly the Group’s overall strategy,
investment plans, annual and interim results,
recommendations on Directors’ appointment or re-
appointment, material contracts and transactions as well
as other significant policies and financial matters. The
Board has delegated the day-to-day responsibility to the
senior management under the supervision of the Board.

AEFRRTRER L FEOAAEEERSE
B AEE R ERPHEE  EFEEN
BHEC 220  BAANORRS AR
EARBLABEEE - REGCHERRE
EETERERE  THEEREL -



Board meetings are scheduled to be held at
approximately quarterly intervals and as required by
business needs. At least 14 days’ notice of a Board
meeting is normally given to all Directors who are given
an opportunity to include matters for discussion in the
agenda. The Company Secretary assists the Chairman
in preparing the agenda for meetings and ensures that
all applicable rules and regulations are complied with.
The agenda and the accompanying Board papers are
normally sent to all Directors at least 3 days before the
intended date of a regular Board meeting (and so far as
practicable for such other Board meetings). Draft minutes
of each Board meeting are circulated to all Directors
for their comment before the same will be tabled at
the following Board meeting for approval. All minutes
are kept by the Company Secretary and are open for
inspection at any reasonable time on reasonable notice
by any Director.

Every Director is entitled to have access to Board papers
and related materials and has access to the advice and
services of the Company Secretary. The Board and each
Director also have separate and independent access
to the Company’s senior management. Directors will
be continuously updated on the major development
of the Listing Rules and other applicable regulatory
requirements to ensure compliance and upkeep of good
corporate governance practices.

The Company has adopted a code of conduct (“the
Securities Code”) regarding securities transactions by
Directors and officers on terms no less exacting than
the required standard set out in the Model Code (“Model
Code”) for Securities Transactions by Directors of Listed
Issuers set out in Appendix 10 to the Listing Rules.
In light of various amendments to the Listing Rules,
particularly the Model Code, which became effective
on 1 January 2009, on 1 April 2009, the Company
adopted a revised code of conduct regarding securities
transactions by Directors on terms no less exacting than
the required standards under the revised Model Code
with retrospective effect from 1 January 2009.

A copy of the Securities Code has been sent to each
Director of the Company first on his appointment and
thereafter twice annually, one month before the date
of the Board meetings to approve the Company’s half-
year result and annual result, with a reminder that the
Director cannot deal in the securities and derivatives
of the Company until after such results have been
published, and that all his dealings must be conducted in
accordance with the Securities Code.
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DIRECTORS’ SECURITIES TRANSACTIONS
(Continued)

Under the Securities Code, Directors are required to
notify Mr Hong Tianzhu or Mr Zhu Yongxiang or a
director (other than himself/herself) designated by the
Board for the specific purpose (“Designated Director”)
and received a dated written acknowledgement from
such Designated Director before dealing in the securities
and derivatives of the Company.

During the year, the Company, having made specific
enquiry on all the Directors, confirms that all its Directors
have complied with the required standard set out in the
Securities Code and the Model Code.

ROLES OF CHAIRMAN AND CHIEF
EXECUTIVE OFFICER

Code A.2.1 stipulates that the roles of chairman and
chief executive officer should be separate and should not
be performed by the same individual.

Mr. Hong Tianzhu is the chairman and chief executive
officer of the Company. The Board considers that
this structure will not impair the balance of power and
authority between the board and the management of
the Company. The balance of power and authority
is ensured by the operations of the Board, which
comprises experienced and high caliber individuals
and meets regularly every three months to discuss
issues affecting operations of the Company. The Board
believes that this structure is conductive to strong and
consistent leadership, enabling the Group to make and
implement decisions promptly and efficiently. The Board
has full confidence in Mr. Hong and believes that his
appointment to the posts of chairman and chief executive
officer is beneficial to the business prospects of the
Group.

NOMINATION OF DIRECTORS

The Company has not set up any nomination committee.
In December 2005, the Board has established and
adopted a written nomination procedure (the “Nomination
Procedure”) specifying the process and criteria for
the selection and recommendation of candidates for
directorship of the Company. The Board shall, based
on those criteria as set out in the Nomination Procedure
(such as appropriate experience, personal skills and time
commitment etc.), identify and recommend the proposed
candidate to the Board for approval of an appointment.
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NOMINATION OF DIRECTORS (Continued)
New Directors, on appointment, will be given an induction
package containing all key legal and Listing Rules’
requirements as well as guidelines on the responsibilities
and obligations to be observed by a director. The
package will also include the latest published financial
reports of the Company and the documentation for the
corporate governance practices adopted by the Board.
The senior management will subsequently conduct such
briefing as is necessary to give the new Directors more
detailed information on the Group’s businesses and
activities.

As far as the nomination and appointment of Directors
are concerned, no Board meeting was convened for the
year ended 31 December 2008.

TERM OF APPOINTMENT OF
INDEPENDENT NON-EXECUTIVE
DIRECTORS

Each of Mr. Ting Leung Huel Stephen, Mr. Cheng
Longdi and Ms. Zhu Lanfen has been appointed as
an independent non-executive Director for an initial
term of one year commencing from 21 November 2004
renewable automatically for successive term of one year
each commencing from the next day after the expiry of
the then current term of appointment, unless terminated
by not less than three months’ notice in writing served
by either the independent non-executive Director or
the Company expiring at the end of the initial term or at
any time thereafter. The Company has paid an annual
director’s fee of HKD82,800 to each of Ms. Zhu Lanfen
and Mr. Cheng Longdi and HKD193,000 to Mr. Ting
Leung Huel Stephen for the year ended 31 December
2008. Save for the above directors’ fees, none of the
independent non-executive Directors has received
any other remuneration for holding their office as an
independent non-executive Director.

BOARD COMMITTEES

The Board has established a Remuneration Committee
and an Audit Committee, each of which has its specific
written terms of reference. Copies of minutes of all
meetings and resolutions of the committees, which
are kept by the Company Secretary, are circulated to
all Board members and the committees are required
to report back to the Board on their decision and
recommendations where appropriate. The procedures
and arrangements for a Board meeting, as mentioned
on page 21 in the section “The Board” above, have
been adopted for the committee meetings so far as
practicable.
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BOARD COMMITTEES (Continued)
Remuneration Committee

The Company has established a Remuneration
Committee, which comprises three independent non-
executive directors of the Company, namely Mr Ting
Leung Huel, Stephen, Ms Zhu Lanfen and Mr Cheng
Longdi and the chairman of the Company, namely Mr
Hong Tianzhu. The chairman of the Remuneration
Committee is Mr. Ting Leung Huel, Stephen. The
Remuneration Committee has adopted terms of
reference which are in line with the code provisions of
the CG Code. The Remuneration Committee is provided
with sufficient resources to discharge its duties and has
access to independent professional advice in accordance
with the Company’s policy if considered necessary.

The major roles and functions of the Remuneration
Committee are:

(a) to formulate and make recommendation to the
Board on the Group’s staff compensation policy
and structure for all remuneration of the Directors
and senior management of the Group and on
the establishment of a formal and transparent
procedures for developing policy on such
remuneration;

(b) to have the delegated responsibility to determine
the specific remuneration packages of all Directors
and senior management;

(c) to make recommendations to the Board of the
remuneration of non-executive Directors;

(d) notwithstanding (b) above, to review and approve
performance-based discretionary bonus for the
Directors and senior management by reference
to corporate goals and objectives resolved by
the Board from time to time, and to review the
performance against these corporate goals and
objectives;

(e) in respect of any service agreement to be entered
into between any members of the Group and its
director or proposed director, to review and provide
recommendations to the shareholders of the
Company as to whether the terms of the service
agreements are fair and reasonable and whether
such service agreements are in the interests of the
Company and the shareholders as a whole, and to
advise shareholders on how to vote;

(f) to review and approve the compensation payable
to executive Directors and senior management
in connection with any loss or termination of their
office or appointment;

il

BEEZEgH)
FHEES
RARERYHNEEZEEE ZZBE€H =28
SOERITE SRR  BIET RELL - KBS
ZERIEBR I ERARDE) EFERROLE -
FTHWEZEeERAT RELE -HeZ8EE
FMFACEEE AT ANE X M B
B - FNEEeRBEETMERNBITHER
% WARARBREE AR ERS KB E
¥ER -

i

YHZEe s TEAERBENT

(a) BRAKREHNEIHMBERREZTLSR
EREMEMENABNESSREE
#oUHMETZMEERBRNIEAR
HBEREN PR

b) ZENEEABRTHEEERSAER
i

© MIRTEFOMomEFSTHEHR

AR

(d) BRESDb)IN - BE RALELE QR BIZ
FEEETHFANENERIZESR
BREEERRETHBELTA Bt
ELRRIEREREMNTHRE

(e) BEMAKEEARAATNRAEER
REEFHETOBBHE - B RAK
DARBERGEE R - R
REAFAE - REBRBHHARTHA
AR RERBRRAOFIS - LRMAR
T T RO

() B REEREAIBRERKR LR RN
THTEERRREEENHE -



BOARD COMMITTEES (Continued)

Remuneration Committee (Continued)

(g) to review and approve compensation arrangements
relating to dismissal or removal of Directors for
misconduct;

(h) to ensure that no director or any of his associates (as
defined in the Listing Rules) is included in deciding
his own remuneration;

(i) to conduct exit interviews with any Director or
senior management upon their resignation in
order to ascertain the reasons (from remuneration
perspective) for his departure.

The Remuneration Committee shall meet at least once a
year. One committee meeting was held in 2008 to review
and discuss the existing policy and structure for the

HHEEE (4
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remuneration of Directors, the remuneration packages of 7% = 7 & #1518 FRKE 2 B E BRI
both the Executive and non-executive Directors and the T :
attendance of each member is set out as follows:
Number of Committee
meeting attended/held
Committee member ZEERE HEBITEEERBEZRE
Ting Leung Huel, Stephen TRE 11
Hong Tianzhu R 11
Zhu Lanfen KT 11
Cheng Longdi TRERR 11

In addition to the Committee meeting, the Remuneration
Committee also dealt with matters by way of circulation
during 2008. The remuneration payable to Directors
will depend on their respective contractual terms under
their employment or service contracts as approved by
the Board on the recommendation of the Remuneration
Committee.

In order to attract, retain and motivate the senior
executives and key employees of the Group, including
the Executive Directors, the Company has adopted
a share option scheme in November 2004. Details of
the share option scheme are set out in the Directors’
Report on pages 36 to 39 and note 15 to the financial
statements.
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BOARD COMMITTEES (Continued)

Audit Committee

The Audit Committee has been established since
November 2004, the current members of the Audit
Committee are Mr. Ting Leung Huel, Stephen (Chairman),
Ms. Zhu Lanfen and Mr. Cheng Longdi. To retain
independence and objectivity, the Audit Committee
has been chaired by an INED with appropriate
professional qualifications or accounting or related
financial management expertise. The Audit Committee
has adopted terms of reference, which are in line with
the code provisions of the CG Code. In light of various
amendments to the Listing Rules, particularly Appendix
14 thereto, which became effective on 1 January 2009,
on 1 April 2009, the Company adopted a revised written
terms of reference with reference to the corresponding
changes made to the code provisions of the New CG
Code on 1 April 2009 with retrospective effect from 1
January 2009. The Audit Committee is provided with
sufficient resources to discharge its duties and has
access to independent professional advice according to
the Company’s policy if considered necessary.

The major roles and functions of the Audit Committee
are:

(@) to be primarily responsible for making
recommendation to the Board on the appointment,
reappointment and removal of the external auditor,
and to approve the remuneration and terms of
engagement of the external auditor, and any
questions of resignation or dismissal of that auditor;

(b) to review and monitor the external auditor’s
independence and objectivity and the effectiveness
of the audit process in accordance with applicable
standard;

(c) to develop and implement policy on the engagement
of an external auditor to supply non-audit services;

(d) to monitor integrity of financial statements of
the Company and the Company’s annual report
and accounts, half-year report and, if prepared
for publication, quarterly reports, and to review
significant financial reporting judgments contained
in them, and to review the Company’s annual report
and accounts, half-year report and, if prepared for
publication, quarterly reports before submission to
the Board;

(e) to discuss problems and reservations arising from
the interim and final audits, and any matters the
auditors may wish to discuss;
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BOARD COMMITTEES (Continued)
Audit Committee (Continued)

(f)

(9)

(h)

0

to review the Company’s financial controls, internal
control and risk management systems;

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

to consider any findings of major investigations of
internal control matters as delegated by the Board
or on its own initiative and management’s response;

to review the Group’s financial and accounting
policies and practices;

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

The Audit Committee shall meet at least twice a year.
Two committee meetings were held in 2008 and the
attendance of each member is set out as follows:
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Number of Committee
meeting attended/held

Committee member ZEERE HEBITEEEEBEZRE
Ting Leung Huel, Stephen TRIE 22
Zhu Lanfen NG B2 2/2
Cheng Longdi TEERR 2/2

During the meetings held in 2008, the Audit Committee
had performed the work as summarised below:

@)

(iif)

(iv)

reviewed and approved the audit scope and fees
proposed by the external auditors regarding the
final audit of the Group for the year ended 31
December 2007 (the “2007 Final Audit”) and for the
interim results review for the six months ended 30
June 2008 (the “2008 Interim Review”);

reviewed the external auditors’ report of finding in
relation to the 2007 Final Audit and the auditors’
report on the connected transactions for the year
ended 31 December 2007;

reviewed the external auditors’ independent review
report in relation to the 2008 Interim Review;

reviewed the financial reports for the year ended 31
December 2007 and for the six months ended 30
June 2008; and
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BOARD COMMITTEES (Continued)

Audit Committee (Continued)

(v) reviewed the effectiveness of internal control
system of the Group including financial, operational
and compliance controls and risk management
functions of the Group.

There was no disagreement between the Board and
the Audit Committee on the selection, appointment,
resignation or dismissal of the external auditors.

ACCOUNTABILITY AND AUDIT

Financial Reporting

The Directors acknowledge their responsibility for
preparing, with the support from finance department,
the financial statements of the Group. In preparing the
financial statements for the year ended 31 December
2008, the requirements of the Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
and Interpretations issued by the Hong Kong Institute
of Certified Public Accountants and the applicable
disclosure requirements of the Listing Rules and the
Companies Ordinance were complied with.

The reporting responsibilities of the Company’s external
auditors, Messrs. PricewaterhouseCoopers, are set out
in the Auditors’ Report on pages 49 and 50.

Internal Control

The Board is responsible for maintaining a sound
and effective system of internal control. During the
financial year under review, the Board has reviewed the
effectiveness of the internal control system of the Group
through the Audit Committee.

External Auditors’ Remuneration

During the year, the remuneration paid and payable
to the Company’s external auditors, Messrs.
PricewaterhouseCoopers, is set out as follows:
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Payable
Services rendered for the Group EAEEREZRE EAER
RMB’000
AREFT
Audit services ZEART 3,586
Non-audit services (including agreed-upon  FEAZER (BIEARHE
procedures for continuing connected AER ST RVIFEE
transactions and preliminary NIFTETHRERF)
announcement of results) -
Total: A5t 3,586




COMMUNICATION WITH SHAREHOLDERS
The Board recognizes the importance of good
communication with shareholders. Information in relation
to the Group is disseminated to shareholders in a timely
manner through a number of formal channels, which
include interim and annual reports, announcements and
circulars.

The Company’s annual general meeting (the “AGM”) is a
valuable forum for the Board to communicate directly with
the shareholders. The Chairman actively participated in
the AGM held during the year and personally chaired the
meeting to answer any questions from the shareholders.
A separate resolution had been proposed by the
Chairman in respect of each issue to be considered
at the AGM. An AGM circular and AGM notice had
been distributed to all shareholders in accordance
with the requirements of the articles of association of
the Company and the Listing Rules, setting out details
of each proposed resolution, voting procedures and
other relevant information. The Chairman explained the
procedures for conducting a poll at the beginning of the
AGM, and answered any questions from shareholders
regarding voting by way of poll.

CORPORATE GOVERNANCE ENHANCEMENT
Enhancing corporate governance is not simply a matter
of applying and complying with the CG Code of the
Stock Exchange but about promoting and developing an
ethical and healthy corporate culture. We will continue
to review and, where appropriate, improve our current
practices on the basis of our experience, regulatory
changes and developments. Any views and suggestions
from our shareholders are also welcome to promote our
transparency.

On behalf of the Board

Hong Tianzhu
Chairman

Hong Kong, 1 April 2009
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Mr. Hong Tianzhu, 41, is an executive Director and
chairman of the Group. He is the founder of the Group.
He is responsible for the overall business development
strategy of the Group. Mr. Hong is currently a vice
chairman of the Hong Kong General Chamber of Textiles
Limited. He has over 18 years of experience in the textile
industry. Prior to establishing the Group, Mr. Hong was
a vice general manager of &/ TE2EREMEEFR AT
(Jinjiang Yifeng Garment Weaving Company Limited).
Mr. Hong is a director and the 100% beneficial owner of
Hong Kong Tin Hong Industrial Limited (B8XUEEA
fR2 "] or “Hong Kong Tin Hong”), and the sole director
of New Green Group Limited, which is 100% owned
by Hong Kong Tin Hong. Mr. Hong is also a director of
Trade Partner Investments Limited, which is owned as to
51.36% by him. Each of New Green Group Limited and
Trade Partner Investments Limited was the beneficial
owner of 395,459,173 and 163,500,000 shares of
HK$0.1 each in the Company as at 31 December 2008
respectively.

Mr. Zhu Yongxiang, 42, is an executive Director and
chief operation officer of the Group. He is responsible
for the daily operations of the Group. Mr. Zhu graduated
from the @44 T2F (Nantong Textile Industry
College) in 1987. Prior to joining the Group in 1997, Mr.
Zhu was an assistant to the general manager of FE5
— 1R %R (Nantong No. 2 Cotton Textile Factory). Mr.
Zhu is the sole director and the 100% beneficial owner
of Wisdom Grace Investments Limited. Mr. Zhu is also
a director of Trade Partner Investments Limited, which
is owned as to 41.36% by him. Each of Trade Partner
Investments Limited and Wisdom Grace Investments
Limited was the beneficial owner of 163,500,000 and
88,216,000 shares of HK$0.1 each in the Company as at
31 December 2008 respectively.

Mr. Tang Daoping, 43, is an executive Director and
vice president of the Group. He is responsible for the
operations of the Group’s yarn business. Mr. Tang is also
a director and the chairman of Texhong Suining, Jiangsu
Century Texhong, Xuzhou Century Texhong, Xuzhou
Texhong Times, Nantong Century Texhong, Nantong
Texhong Yinhai and Xuzhou Texhong Yinfeng. Mr. Tang
graduated from &M EHEEIEAZ (Xuzhou Radio and
TV University) in 1996 majoring in accounting. Mr. Tang
has over 25 years of experience in the textile industry.
He was a workshop manager of MEZE45 4B (Suining
Cotton Textile Factory) prior to joining the Group in 1998
as a vice general manager. Mr. Tang was promoted
and became a director of Texhong Suining and Jiangsu
Century Texhong in September 2002.

Mr. Gong Zhao, 54, is an executive Director and
vice president of the Group. He is responsible for the
operations of the Group’s grey fabric business. Mr. Gong
is also a director and the chairman of Texhong Jinhua,
Zhejiang Texhong and Zhejiang Century Texhong. Mr.
Gong has over 25 years of experience in the textile
industry. Prior to joining the Group in 1998 as a vice
general manager, Mr. Gong had worked in #5500
IR#74ERR (Wuxi No. 4 Cotton Textile Factory). Mr. Gong
was promoted and became a director of Texhong Jinhua
in January 2001.
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Ms. Zhu Lanfen, 67, studied in Z£E #74% T 27 (Huadong
Textile Industry School) in textile. Ms. Zhu has over
40 years of experience in the textile industry. Prior to
16 May 2006, Ms. Zhu was an independent director
of Wuxi Qing Feng Co. Ltd., a company listed on the
Shanghai Stock Exchange. Ms. Zhu is also currently
the vice president of the council of FEIIR#H &I TE S
(China Cotton Textile Industry Association). She joined
the Group and was appointed as an independent non-
executive Director on 21 November 2004.

Professor Cheng Longdi, 49, obtained his doctorate
degree in textile from Donghua University in 2002.
Professor Cheng is currently a professor of H2E k24
T2 R (Department of Textile Engineering, Donghua
University) and he is also the #i&EEISMIHAE HELHE
B=HE52IE (deputy director of the key laboratory of
Textile Science and Technology, Ministry of Education).
Professor Cheng is an academic committee member
of the cotton textile profession committee of the China
Society of Textile Engineering. Professor Cheng is
also the committee member of the expert committee
of China Textile Planning Institute of Construction.
Professor Cheng was an engineer of the China Textile
Academy (formerly known as Textile Academy of Textile
Ministry). He joined the Group and was appointed as an
independent non-executive Director on 21 November
2004.

Mr. TING Leung Huel, Stephen, MH, FCCA, FCPA
(PRACTISING), ACA, FTIHK, FHKIoD, aged 55, was
appointed as independent non-executive Director
of the Company on 21 November 2004. Mr. Ting is
an accountant in public practice and has more than
30 years’ experience in this field. Currently he is
the Managing Partner of Messrs Ting Ho Kwan &
Chan, Certified Public Accountants (Practising). Mr.
Ting is a member of the 9th Chinese People Political
& Consultative Conference, Fujian. He is now an
independent non-executive director of six other listed
companies in Hong Kong, namely Computer and
Technologies Holdings Limited, Dongyue Group Limited,
JLF Investment Company Limited (formerly known as
MACRO-LINK International Holdings Limited), Minmetals
Resources Limited, Tong Ren Tang Technologies
Company Limited and Tongda Group Holdings Limited
respectively. He is also a non-executive director of
Chow Sang Sang Holdings International Limited, a listed
company in Hong Kong. From 30 April 2006 to 29 May
2006, Mr. Ting was a non-executive director of Premium
Land Limited, a listed company in Hong Kong. Prior to
3 July 2007, he was also an independent non-executive
director of eForce Holdings Limited, a listed company in
Hong Kong.
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SENIOR MANAGEMENT

Mr. Sha Tao, 43, a vice president of the Group and
responsible for the production and purchase of the
Group’s grey fabric operations. He is also a director and
the chairman of Taizhou Texhong Weaving and Taizhou
Century Texhong. Mr. Sha obtained his bachelor’s
degree in textile from B TEE (Wuxi Light
Industry University) in 1986. Mr. Sha has over 21 years
of experience in the textile industry. Prior to joining the
Group in 1998, he was a factory manager of one of the
factories of FIRE —1B4#74M (Nantong No. 2 Cotton
Textile Factory).

Mr. Hu Zhiping, 45, is a vice president of the Group
and responsible for the grey fabric sales operations of
the Group. Mr. Hu graduated from 352 K2 (Wuxi
Professional University) in textile in 1984. Mr. Hu has
over 21 years of experience in the textile industry. He
was an vice general manager of #iF1#7E#E AR A A
(Wuxi Xieda Weaving Company Limited) prior to joining
the Group in 1998.

Mr. Cheng Chi Ming, 43, is the chief financial officer
and company secretary of the Group. Mr. Cheng was
graduated from the University of Hong Kong with a
bachelor degree of Social Sciences. He is a Certified
Public Accountant of Hong Kong Institute of Certified
Public Accountants and a member of Association of
Chartered Certified Accountants. Mr. Cheng has more
than 16 years of auditing, financial management and
accounting experience. Prior to joining the Group,
Mr. Cheng was the financial controller of Pou Sheng
International (Holdings) Limited, a listed company on
the Main Board of The Stock Exchange of Hong Kong
Limited. Mr. Cheng joined the Group in July 2008.
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EXECUTIVE DIRECTORS
Mr. Hong Tianzhu (Chairman)
Mr. Zhu Yongxiang

Mr. Tang Daoping

Mr. Gong Zhao

INDEPENDENT NON-EXECUTIVE
DIRECTORS AND AUDIT COMMITTEE
Mr. Ting Leung Huel, Stephen
MH FCCA FCPA (Practising) ACA FTIHK FHKloD
Ms. Zhu Lanfen
Professor Cheng Longdi

REMUNERATION COMMITTEE

Mr. Ting Leung Huel, Stephen
MH FCCA FCPA (Practising) ACA FTIHK FHKloD
Mr. Hong Tianzhu
Ms. Zhu Lanfen
Professor Cheng Longdi

COMPANY SECRETARY
Mr. Cheng Chi Ming

AUTHORISED REPRESENTATIVES
Mr. Hong Tianzhu
Mr. Cheng Chi Ming

HEAD OFFICE
Room 1818, 18/F
Metroplaza Tower 1
223 Hing Fong Road
Kwai Fong, N.T.
Hong Kong

REGISTERED OFFICE
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Hutchins Drive, P.O. Box 2681
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PRINCIPAL BANKERS

Citibank (China) Co., Ltd. Shanghai Branch

ABN AMRO (China) Bank N.V. (formerly known as
ABN AMRO Bank N.V., Shanghai Branch)

Industrial and Commercial Bank of China

China Construction Bank

Bank of Communications

AUDITOR

PricewaterhouseCoopers

LEGAL ADVISORS AS TO
HONG KONG LAW
Chiu & Partners

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Butterfield Fulcrum Group (Cayman) Limited

Butterfield House, 68 Fort Street

George Town, Grand Cayman

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR
AND TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited

Shops 1712-1716, 17th Floor

Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

WEBSITE

www.texhong.com
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2678
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The Directors of the Company submit their report
together with the audited accounts of the Company for
the year ended 31 December 2008.

PRINCIPAL ACTIVITIES AND
GEOGRAPHICAL ANALYSIS OF
OPERATIONS

The Company is an investment holding company. The
Group is principally engaged in the manufacture and sale
of yarn, grey fabrics and garment fabrics. The principal
activities of each of the subsidiaries of the Company
are set out in note 35 to the accompanying financial
statements.

Business segments

As at 31 December 2008, the Group operated in one
business segment — manufacturing and sale of yarn,
grey fabrics and dyed fabrics. Accordingly, no analysis of
the business segment information is presented.

Geographical segments

The Group operates in two main geographical areas,
Mainland China and Vietnam. Geographical analysis
of sales, segment results, total assets,and capital
expenditures are set out in note 5 to the accompanying
financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31
December 2008 are set out in the consolidated income
statement on page 53 of this annual report.

The board did not recommend the payment of a final
dividend in respect of the financial year ended 31
December 2008.

RESERVES

Details of movements in the reserves of the Group and
of the Compnay during the year ended 31 December
2008 are set out in note 16 to the accompanying financial
statements.

PROPERTY, PLANT AND EQUIPMENT
Details of the movements in property, plant and
equipment of the Group and of the Company during the
year ended 31 December 2008 are set out in note 7 to
the accompanying financial statements.

SHARE CAPITAL

Details of the movements in share capital of the
Company are set out in note 14 to the accompanying
financial statements.
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DISTRIBUTABLE RESERVES

The Company'’s distributable reserves as at 31 December
2008 is set out in note 16 to the accompanying financial
statements.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the
Company’s articles of association and the laws of the
Cayman Islands, which would oblige the Company
to offer new Shares on a pro-rata basis to its existing
shareholders.

TAX RELIEF

The Company is not aware of any tax relief or exemption
available to the shareholders of the Company by reason
of their holding of the Company’s securities.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities
of the Group for the last five financial years is set out on
page 3 of this annual report.

PURCHASE, SALE OR REDEMPTION OF
SECURITIES

During the year, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the
Company’s listed securities.

SHARE OPTIONS

A share option scheme (the “Share Option Scheme”)
was adopted pursuant to a written resolution of all
the then shareholders of the Company passed on 21
November 2004 (“Adoption Date”).

The purpose of the Share Option Scheme is to enable
the Group to grant options to selected participants as
incentives or rewards for their contributions to the Group.
All directors, employees, suppliers of goods or services,
customers, persons or entities that provide research,
development or other technological support to the Group,
shareholders of any member of the Group, advisers or
consultants of the Group and any other group or classes
of participants who have contributed or may contribute by
way of joint venture, business alliance or other business
arrangement and growth of the Group are eligible to
participate in the Share Option Scheme.

The Share Option Scheme will remain in force for a
period of 10 years after the Adoption Date.
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The total number of Shares which may be allotted and
issued upon exercise of all options to be granted under
the Share Option Scheme and any other share option
scheme adopted by the Group must not in aggregate
exceed 10% of the Shares of the Company in issue on
the Listing Date (“General Scheme Limit”). The Company
may renew the General Scheme Limit with shareholders’
approval provided that each such renewal may not
exceed 10% of the Shares in the Company in issue as at
the date of the shareholders’ approval.

The maximum number of Shares which may be issued
upon exercise of all outstanding options granted and yet
to be exercised under the Share Option Scheme and any
other share option scheme adopted by the Group must
not in aggregate exceed 30% of the Shares in issue from
time to time.

Unless approved by shareholders of the Company, the
total number of Shares issued and to be issued upon
exercise of the options granted under the Share Option
Scheme and any other share option scheme of the
Group (including both exercised or outstanding options)
to each participant in any 12-months period shall not
exceed 1% of the issued share capital of the Company
for the time being (“Individual Limit”).

An option may be accepted by a participant within 21
days from the date of the offer of grant of the option. A
nominal consideration of HK$1 is payable on acceptance
of the grant of an option.

An option may be exercised in accordance with the terms
of the Share Option Scheme at any time during a period
to be determined and notified by the Directors to each
grantee, which period may commence on a day after
the date upon which the offer for the grant of options
is made but shall end in any event not later than 10
years from the date of grant of the option, subject to the
provisions for early termination thereof. Unless otherwise
determined by the Directors and stated in the offer of the
grant of options to a grantee, there is no minimum period
required under the Share Option Scheme for the holding
of an option before it can be exercised.

The subscription price for the Shares under the Share
Option Scheme will be a price determined by the
Directors, but shall not be less than the highest of (i) the
closing price of Shares as stated in the Stock Exchange’s
daily quotations sheet on the date of the offer of grant,
which must be a business day; (ii) the average closing
price of the Shares as stated in the Stock Exchange’s
daily quotations for the five trading days immediately
preceding the date of the offer of grant; and (iii) the
nominal value of the Shares.

As at 31 December 2008, no option was granted under
the Share Option Scheme.
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SHARE OPTIONS (Continued)

Another share option scheme (the “Pre-IPO Share Option
Scheme”) was adopted pursuant to a written resolution of
all the then shareholders of the Company passed on 21
November 2004 for the primary purpose of recognising
and rewarding the contribution of certain directors, senior
management, employees, consultants and advisers of
the Group to the growth and development of the Group
and the listing of the Shares on the Stock Exchange.

The principal terms of the Pre-IPO Share Option Scheme
are similar to the terms of the Share Option Scheme
except that:

(i) the classes of eligible participants are different from
that of the Share Option Scheme;

(i) the General Scheme Limit, the Individual Limit and
the restrictions on grant of options to a connected
person do not apply;

(iii) the rules of the Pre-IPO Share Option Scheme
were adopted unconditionally but the exercise of
any option is conditional on the Stock Exchange
granting listing of, and permission to deal in, any
Shares to be issued pursuant to the exercise of
options granted under the Pre-IPO Share Option
Scheme on or before 30 days after the date of the
Prospectus, failing which such options granted and
the Pre-IPO Share Option Scheme shall forthwith
lapse; and

(iv) the Directors may only grant options under the
Pre-IPO Share Option at any time with a period
commencing from 21 November 2004 and ending
at 9:00 a.m. on the Listing Date.

As at 31 December 2008, no options had remained
outstanding under the Pre-IPO Share Option Scheme.

Details of the outstanding share options as at 31
December 2008 which have been granted under the Pre-
IPO Share Option Scheme are as follows:
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mn January December

@ 2008 Exercised Lapsed 2008 Exercise

Q R-BENE during during W-EZNE price  Exercisable period

T Date of grant -f-H theyear  theyear +ZA=t-A e ARER

s RS HAGE  EREAE FAEXM WRITE HKS  (Note (i)

3 A (#ity)
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SHARE OPTIONS (Continued)

Bk

Number of option shares
ElRRER
Outstanding Outstanding
at1 at3t
January December
2008 Exercised Lapsed 2008 Exercise
RZZENF during during  R=BBNE price  Exercisable period

Date of grant -A-8 the year theyear t=B=+-H e ARER
RiAH HAGE  EREAE FAEXM HRITE HKS  (Note (i)
AT ()
Mr. Hu Zhiping 21 November 1,158,000 - 1,158,000 - 0.69 three years
HEFEE 2004 commencing from and
ZEIME including the date
+-A=1-8 falling six months
after the Listing Date
=f
BT ESEHE
AAEAZRRR
Mr. Yin Jianhua 21 November 826,000 826,000 - - 0.69 three years
(Note (ii)) 2004 commencing from and
FEERE “ZEmE including the date
(i) t-A-t-H falling six months
after the Listing Date
=F
mETRBERE
WAEAEERR
Total 3,142,000 826,000 2,316,000 -
|

Note (i): During the first one year and the first two years of the
exercise period, each grantee may not exercise his
option exceeding one-third and two-thirds respectively
of the total number of underlying Shares in respect of
the options granted to him.

Note (ii): Mr. Yin Jianhua (“Mr. Yin”) passed away on 8
September 2007. According to the rules of the Pre-
IPO Share Option Scheme and with the approval from
the board of Directors, the options granted to Mr. Yin
was transferred to Ms. Shao Wei, estate of Mr. Yin.

The fair value of all options granted on 21 November
2004 was determined using the Black-Scholes valuation
model was RMB433,000. The significant inputs into
the model were share price of HK$0.69 per share at
the grant date, exercise price shown above, standard
deviation of expected share price returns of 30%,
expected life of options of 0.5 years, expected dividend
paid out rate of zero and annual risk-free interest rate of
2.88%. The volatility measured at the standard deviation
of expected share price returns is based on statistical
analysis of daily share prices over the year after the
Group’s initial public offering in November 2004.
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DIRECTORS

The Directors during the year were:

Mr. Hong Tianzhu

Mr. Zhu Yongxiang

Mr. Tang Daoping

Mr. Gong Zhao

Mr. Ting Leung Huel, Stephen*
Ms. Zhu Lanfen*

Mr. Cheng Longdi*

*

Independent non-executive Directors

In accordance with article 108(A) of the Company’s
articles of association, Mr. Zhu Yongxiang, Mr. Ting
Leung Huel, Stephen and Mr. Cheng Longdi will
retire from office by rotation and, being eligible, offer
themselves for re-election at the forthcoming annual
general meeting.

DIRECTORS’ SERVICE CONTRACTS

Each of Mr. Hong Tianzhu, Mr. Zhu Yongxiang, Mr.
Tang Daoping and Mr. Gong Zhao, all being executive
Directors, has entered into a service contract with the
Company for an initial term of three years commencing
from 21 November 2004, and will continue thereafter
for successive term of one year until terminated by not
less than three month’s notice in writing served by either
party on the other expiring at the end of the initial term or
at any time thereafter.

Mr. Ting Leung Huel, Stephen, Ms. Zhu Lanfen and
Mr. Cheng Longdi are independent non-executive
directors and were appointed for an initial term of one
year commencing from 21 November 2004 renewable
automatically for a successive term of one year each
commencing from the next day after the expiry of the
then current term, unless terminated by not less than
three months’ notice in writing at the end of the initial
term or at any time thereafter.

None of the Directors has a service contract with
the Company or any of its subsidiaries which is not
determinable by the Group within one year without
payment of compensation, other than statutory
compensation.
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INDEPENDENCE OF INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has received from each of its independent
non-executive Directors confirmation of his/her
independence and the Company considers that each of
them to be independent based on the guidelines set out
in Rule 3.13 of the Listing Rules.

DIRECTORS’ INTERESTS IN CONTRACTS
No contracts of significance in relation to the Group’s
business to which the Company or any of its subsidiaries,
was a party and in which a Director had a material
interest, whether directly or indirectly, subsisted at the
end of the year or at any time during the year.

EMOLUMENTS OF DIRECTORS AND FIVE
HIGHEST PAID DIRECTORS/EMPLOYEES
Details of the emoluments of the Directors on a named
basis during the year under review are set out in note 25
to the accompanying financial statements.

Details of the five highest paid individuals during the year
under review are set out in note 25 to the accompanying
financial statements.

REMUNERATION POLICY

Remuneration policy of the Group is reviewed regularly,
making reference to legal framework, market condition
and performance of the Group and individual staff
(including the Directors). The remuneration policy and
remuneration packages of the executive Directors
and member of the senior management of the Group
are reviewed by the Remuneration Committee, which
are detailed in the paragraph headed “Remuneration
Committee” under the section headed “Corporate
Governance Report” of this report.

RETIREMENT BENEFIT SCHEMES

Particulars of the Group’s retirement benefit schemes
are set out in note 25 to the accompanying financial
statements.

BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT

Brief biographical details of directors and senior
management as at the date of this annual report are set
out on pages 30 to 32 of this annual report.
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATION

At 31 December 2008, the interests and short positions
of each Director and 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 Securities and Futures
Ordinance, Chapter 571 of the laws of Hong Kong
(the “SFQO”), as recorded in the register maintained by
the Company under Section 352 of the SFO or which
would have to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests and short positions, if any,
which they are taken or deemed to have under such
provisions of the SFO) and the Model Code for Securities
Transactions by Directors of Listed Companies contained
in the Listing Rules, were as follows:

ESENBETHRAEBRAQANE
ﬂ*ﬁﬂﬁ“*}iZHﬁfﬁ - HERMORE
EEEDRAR

RZZBZENF+_A=1+—H ARAISES
RE&ERITHRAERARR REEBEAE(EE
REBENESTEEF LG ROI([EHF K
HE 1601 1) SEXVER) 2 ety ~ FBRERR G K& B
nﬂﬂﬁﬁ*ﬁ_ *ETEK 55 K ARE 5015535215 - Aok
RARAREBTEEZECMAZ AR -
‘X*E?J?.:M%&HﬂE{IﬂﬁlJ%ijB%?&%s"jB
RN T B AP 2 s sOA B (BIER
BHEH LB BRINZSBR - BEEFEIE
TEE B iz SR B ) RARYE LR IFTE £
MARERETESIZINFETRIREER

MARRREBBMZA R RABIT

Name of Number of
Group member/ ordinary
associated shares
Name of directors corporation Nature of (Note 1)
of the Company REEREQT interest ZEREE Percentage
AATESHE B EE AR ERHtE (Kret1) a4
Mr. Hong Tianzhu the Company Interest of controlled 558,959,173 (L) 63.18%
HERM LA ARAT] corporation(s) (Note 2)
PRIZESDEA B (Btat2)
the Company Beneficial owner 4,400,000 (L) 0.50%
RAT] EmEB A
Mr. Zhu Yongxiang the Company Interest of controlled 251,716,000 (L) 28.45%
ROKFESRAE ARAT] corporation(s) (Note 3)
PRIZESDEA B (#1513)
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATION (Continued)

Notes:

1. The letter “L” denotes the person’s long position in the
Shares.

2. Among these 558,959,173 Shares, as to 395,459,173
Shares are registered in the name of and beneficially
owned by New Green Group Limited, the entire issued
share capital of which is beneficially owned by Hong Kong
Tin Hong Industrial Limited, a company 100% owned
by Mr. Hong Tianzhu and as to 163,500,000 Shares are
registered in the name of and beneficially owned by Trade
Partner Investments Limited, the entire issued share
capital of which is beneficially owned as to 51.36% by
Mr. Hong Tianzhu. Under the SFO, Mr. Hong Tianzhu is
deemed to be interested in all the Shares held by New
Green Group Limited and Trade Partner Investments
Limited.

3.  Among these 251,716,000 Shares, as to 88,216,000
Shares are registered in the name of and beneficially
owned by Wisdom Grace Investments Limited, the entire
issued share capital of which is beneficially owned by
Mr. Zhu Yongxiang and as to 163,500,000 Shares are
registered in the name of and beneficially owned by Trade
Partner Investments Limited, the entire issued share
capital of which is beneficially owned as to 41.36% by Mr.
Zhu Yongxiang. Under the SFO, Mr. Zhu Yongxiang is
deemed to be interested in all the Shares held by Wisdom
Grace Investments Limited and Trade Partner Investments
Limited.

ERBHTHASREAARE
AHEE 2R - AERERE
= R RAR ()

[LIRZZALREOD 2R -

# 558,959,173 % I 19 1 395,459,173 fi% LA
New Green Group Limited (New Green
Group Limited 2 %2 #ITR AR B ERILE
XERATERMES  HEANELEEREEE
E100% R ) BERIERERHAE ABR

163,500,000 % LA Trade Partner Investments
Limited GRS 4 B oA H 2 B #ATR
PHI51.36%m) LERIERERRE AT
i o RBHEFREEGA  HRNEERRR
7 New Green Group Limited 2 Trade Partner
Investments Limited £ & 2 F7 & & 17 15 B #
%o

5% 251,716,000 fi% % {5 # 88,216,000 A% LA
Wisdom Grace Investments Limited ( & &
HEETRABRKFLEERER)LE
RIERERAA NER ° 163,500,000 A% LA
Trade Partner Investments Limited ( % 7k #£
EEBERRAH2HEFHTRNDH741.36% &
@) BERIERERHEARAETR - RIBEFF
NERE B - R ok FE % £ 3R A B Wisdom
Grace Investments Limited } Trade Partner
Investments Limited & 5 < FT B & 7 16 6 #
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SUBSTANTIAL SHAREHOLDERS’ FERREAQXTRND - HERSG
INTERESTS AND SHORT POSITIONS IN REEEZEZRAR

SHARES AND UNDERLYING SHARES AND

DEBENTURES OF THE COMPANY

So far as the Directors are aware, as at 31 December BEZMHNE  RZTENF+_A=+—
2008, the interests or short position of the persons other B » RAAA R siARRAIL (D Sk (EHEE T A
than a Director or chief executive of the Company in  RIEFE S kS 1KF] E 3361542 N A A F)ZA
the Shares or underlying shares or debenture of the FHFEZZELMAZERIARRALT(ER
Company which were recorded in the register required to  RARIZEFHEB/TIMABRINAT ¢
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be kept by the Company pursuant to Section 336 of the

SFO were as follows:

Ordinary Shares of the Company: RRATZ ERA
Number of
ordinary
Name of the Nature of shares
substantial shareholder interests (Note 1) Percentage
AATTERRHEE BB EEME EERHE BOL
(K1)
New Green Group Limited Beneficial owner 395,459,173 (L) 44.70%
E=EEA (Note 2)
(Ktzt2)
Trade Partner Investments Limited Beneficial owner 163,500,000 (L) 18.48%
EmfEEA (Note 3)
(Ht:13)
Wisdom Grace Investments Limited Beneficial owner 88,216,000 (L) 9.97%
Emfa A (Note 4)
(K15t4)
Hong Kong Tin Hong Industrial Limited Interest of controlled 395,459,173 (L) 44.70%
EERUBXERRAT corporation(s) (Note 2)
FTEEHE A B RS (Htit2)
Ms. KE Luping Interest of spouse 563,359,173 (L) 63.68%
4 s+ BBt (Note 5)
o (Hi225)
5
3 Ms. ZHAO Zhiyang Interest of spouse 251,716,000 (L) 28.45%
o WEH Lzt Fo(B S (Note 6)
3 (Hizt6)
m
9 Mr. Cheah Cheng Hye Founder of a 57,216,000 (L) 6.47%
% EiNENES s discretionary trust (Note 7)
C —IERRIETMEIZZA (H15t7)
3
i Value Partners Limited Investment manager 57,216,000 (L) 6.47%
W HIEESEEANA BEKE (Note 7)
& (Hizt7)
5
2
i
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>
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES AND DEBENTURES
OF THE COMPANY (Continued)

Notes:

1.

The letter “L” denotes the person’s long position in the
Shares.

These 395,459,173 Shares are registered in the name of
and beneficially owned by New Green Group Limited, the
entire issued share capital of which is beneficially owned
by Hong Kong Tin Hong Industrial Limited, a company
100% beneficially owned by Mr. Hong Tianzhu. Under the
SFO, each of Hong Kong Tin Hong Industrial Limited and
Mr. Hong Tianzhu is deemed to be interested in all the
Shares held by New Green Group Limited.

These 163,500,000 Shares are registered in the name
of and beneficially owned by Trade Partner Investments
Limited, the entire issued share capital of which is
beneficially owned as to 51.36% by Mr. Hong Tianzhu,
41.36% by Mr. Zhu Yongxiang, 2.24%, 1.68%, 1.68%
and 1.68%, by Mr. Sha Tao, Mr. Tang Daoping, Mr.
Gong Zhao, Mr. Hu Zhiping. Under the SFO, each of
Mr. Hong Tianzhu and Mr. Zhu Yongxiang is deemed
to be interested in all the Shares held by Trade Partner
Investments Limited.

These 88,216,000 Shares are registered in the name of
and beneficially owned by Wisdom Grace Investments
Limited, the entire issued share capital of which is
beneficially owned by Mr. Zhu Yongxiang. Under the SFO,
Mr. Zhu Yongxiang is deemed to be interested in all the
Shares held by Wisdom Grace Investments Limited.

Ms. Ke Luping is the spouse of Mr. Hong Tianzhu. Under
the SFO, Ms. Ke Luping is taken to be interested in the
same number of Shares in which Mr. Hong Tianzhu are
interested.

Ms. Zhao Zhiyang is the spouse of Mr. Zhu Yongxiang.
Under the SFO, Ms. Zhao Zhiyang is taken to be
interested in the same number of Shares in which Mr. Zhu
Yongxiang are interested.

Based on the disclosure of interest forms filed by Mr.
Cheah Cheng Hye, Value Partners Limited, Hang Seng
Bank Trustee International Limited and To Hau Yin on 30
October 2007, these 57,216,000 Shares are registered in
the name of Value Partners Limited, which is controlled
by Mr. Cheah Cheng Hye. Under the SFO, Mr. Cheah
Cheng Hye is deemed to be interested in all the Shares
held by Value Partners Limited. Hang Seng Bank Trustee
International Limited and To Hau Yin are deemed to be
interested in all these Shares as trustee and spouse
respectively.

ERREALDFREL ~$HE§H“@
SRR ‘}%’)’.EZ'.Z &

[LIRERZA LRI 2R

% 395,459,173 & % 17 LA New Green Group
Limited (New Green Group Limited & #8 2 &
TR BEARNEXZERAAERAE - #
ARG EREEEE100%E R ) & ERIE
REDBEAANERL REEFLPERD - &
BRI B XAR AR AR ETHER AR
New Green Group Limited#5 2 FTA I H 15
B o

% 163,500,000 f% A& 7 LA Trade Partner
Investments Limited (2 8B 8517 §% 48 fR A
RFEAE ~ RAKFERE - DPBEEE  HEBF
S ERAERMEFLEDHEZRE
51.36% ~ 41.36% 224% ~ 1.68% - 1.68%
5%168%) BB RIERERHEAETRL B
T)imﬁﬁﬁﬁhﬂﬂﬁﬂ BRI R K ST
9 Bl % 18 /& 7 Trade Partner Investments
LimitedﬁﬁZFﬁﬁ%fﬁTﬁﬁ%ﬁT& o

% 88,216,000 A% A% 7 LA Wisdom Grace
Investments Limited (E 2 502 21T A B %
KEREBEREE) BERIEAEREAAE
i o RBFESHREIEGRA - KKFEREERA
A Wisdom Grace Investments Limitedis 5 2
FraRm B R -
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,Hﬂ%ﬂ Pl BEB L TR RRARKFES A
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REHEBLE  BIEESEE AR - Hang
Seng Bank Trustee International Limited 2 To
Hau YinR ZZZT+F+A=+HREZX 7 #H
ﬁ@iﬁ%% * #457,216,000 B i 17 TY LA B IR
HeBHARZEHEER  ZAFTHHBEEE
R o IREE S MGG - WEEEER
BRNEBEESEE R RMEAAERNGEE
# ° Hang Seng Bank Trustee International
Limited % To Hau Yin% BI{ERE7E A RA B
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ARRANGEMENTS TO PURCHASE SHARES
OR DEBENTURES

Save as disclosed under the section headed “Share
Options” above, at no time during the 12 months ended
31 December 2008 was the Company, its holding
company or its subsidiaries a party to any arrangements
which enabled the Directors (including their spouses or
children under 18 years of age), to acquire benefits by
means of acquisition of Shares in or debenture of the
Company or any other body corporate.

MANAGEMENT CONTRACTS

No contracts concerning the management and
administration of the whole or any substantial part of the
business of the Company were entered into or subsisted
during the year under review.

No contract of significance has been entered into
between the Company or any of its subsidiaries and the
controlling shareholder (as defined in the Listing Rules)
of the Company or any of its subsidiaries.

MAJOR CUSTOMERS AND SUPPLIERS

The percentages of purchases and sales for the year
attributable to the Group’s major suppliers and customers
are as follows:

Purchases
— the largest supplier 14.1%
— five largest suppliers combined 42.9%
Sales
— the largest customer 3.2%
— five largest customers combined 11.4%

None of the Directors, their associates or any
shareholder (which to the knowledge of the directors
owns more than 5% of the Company’s share capital) had
an interest in the major suppliers or customers noted
above.

BERONEER 2L
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— A mEAEFER 11.4%

EX  REZABEALREARRGEREE
EFTANER RN FI5%IA ERR A R 2 IR
ER bz FRHERREL P HEE A

N9
ZS o
g



DIRECTORS’ INTEREST IN COMPETING
BUSINESS

Mr. Hong Tianzhu, an executive Director, has interest in
the following textile related businesses (the “Excluded
Businesses”) through Tin Hong Industrial, a company
wholly-owned by him, which are either complementary
to or likely to compete, directly or indirectly, with the
Group’s business in Mainland China. Details of the
Excluded Businesses are as follows:

Tianhong Printing and Dyeing (Wuxi) Co., Ltd.
(“Tianhong Printing and Dyeing”)

Tianhong Printing and Dyeing is a wholly owned
foreign-owned enterprise incorporated in the PRC, the
entire equity interest of which is owned by Tin Hong
Industrial. Tianhong Printing and Dyeing had been
principally engaged in the provision of printing and
dyeing services and sale of garment fabrics to garment
manufacturers and trading agents prior to the cessation
of its commercial operations of its printing and dyeing
business since January 2007. Prior to the cessation of
its printing and dyeing business, Tianhong Printing and
Dyeing sold its products mainly in Jiangsu Province
and Shanghai Municipality of China. The management
team of the Group is basically independent from the
management team of Tianhong Printing and Dyeing.

The Group’s principal business is the production
and sale of yarn and grey fabrics. On that basis, the
Directors are of the view that Tianhong Printing and
Dyeing did not pose any competition to the Group as
the principal business of Tianhong Printing and Dyeing
was principally different from the principal business of
the Group. The Directors are of the opinion that Mr.
Hong’s interest in Tianhong Printing and Dyeing will not
have any significant competition to the Group’s business
operations.

PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the Directors at
the latest practicable date prior to the issue of this annual
report, there was a sufficient prescribed public float of the
issued shares of the Company under the Listing Rules at
any time during the financial year ended 31 December
2008.

EERHBERB 2D

HITERARNALEBE2EHE RNAIRIL
BEERETHRARMER 2 B WA REE
Bz —#n ([FRIMNETE ) - ZEXBRGEA
SENFBEAREZ FBTRE M BRI
BECGHS - RINEIZFBWT ¢

RITENF(#E5) AR AR ([ RILENFR D)

RILENR R — KRR BEMA L 2 INEDREE
HEBRARSHRTERES - R-TFL
F-ARIEEEIREELER - RINRTE
e =R RL Z ENZRETS - WA KEUER &
BEERBHEMEF - AR IEEREBA - RO
NIRRT #HE R DBEEMHERER
AEE 2 BEREGEA L ERA R &R E
B0 RIPEILELE

AEBETENEHEREEYREAMZE
Beopt s EERA/ANKILERZ TR
EBEAREZ T BXHEEAN TR MEZA
AIEAREEL BES TAHF - EFRAHE
ERRILENRZ ST EHAKE 2 L&
BUEMEREF

DBERE

BN AR E R A 2 A ER AT RRAR
RS ARENREEEMA - ARARRE
E-BE\GF+- A=+ BIMBRFEER
BRERTRNZEERRIFBREHE LR
Al

B
=
||
i
&
)
m
e
(©)
)
|
(©)
M
-
I
m
=
=)
m
(9]
-
(©]
o)
()

8002 LJOd3d TVNNNV

HHE\EET

»
~



B
=
||
i
&
)
m
e
(©)
)
|
o
m
-
I
m
2
o)
m
o
-
(©]
o)
(7]

ETHEBEFEHFY a3LINT dNOYD FTILXIL DNOHXIL

IS
)

AUDIT COMMITTEE

The Company has established an audit committee which
comprises three independent non-executive Directors,
namely Mr. Ting Leung Huel, Stephen, Ms. Zhu Lanfen
and Mr. Cheng Longdi. Mr. Ting Leung Huel, Stephen
is the chairman of the audit committee. The rights and
duties of the audit committee comply with the Code
Provisions. The audit committee is responsible for
reviewing and supervising the Group’s financial reporting
process and internal control system and providing advice
and recommendations to the Board.

The audit committee had reviewed the audited results
of the Group for the financial year ended 31 December
2008.

REMUNERATION COMMITTEE

The remuneration committee of the Directors comprises
three independent non-executive Directors, namely Mr.
Ting Leung Huel, Stephen, Ms. Zhu Lanfen and Mr.
Cheng Longdi and the chairman and executive Director,
namely Mr. Hong Tianzhu. Mr. Ting Leung Huel,
Stephen is the chairman of the remuneration committee.
The remuneration committee has rights and duties
consistent with those set out in the Code Provisions.
The remuneration committee is principally responsible
for formulating the Group’s policy and structure for all
remunerations of the Directors and senior management
and providing advice and recommendations to the Board
of Directors.

LITIGATION

Neither the Company nor any of its subsidiaries is
engaged in any litigation or arbitration of material
importance and no litigation or claim of material
importance was known to the Directors to be pending
or threatened against the Company or any of its
subsidiaries during the year under review.

AUDITORS

The financial statements have been audited by
PricewaterhouseCoopers who will retire and, being
eligible, offer themselves for re-appointment at the
forthcoming annual general meeting.

On behalf of the Board

Hong Tianzhu
Chairman

Hong Kong, 1 April 2009
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PRICEWATERHOUSE(COPERS

BORKES BB

To the shareholders of Texhong Textile Group Limited
(incorporated in Cayman Islands with limited liability)

We have audited the consolidated financial statements
of Texhong Textile Group Limited (the “Company”)
and its subsidiaries (together, the “Group”) set out on
pages 51 to 143, which comprise the consolidated and
company balance sheets as at 31 December 2008, and
the consolidated income statement, the consolidated
statement of changes in equity and the consolidated
cash flow statement for the year then ended, and a
summary of significant accounting policies and other
explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

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

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these
consolidated financial statements based on our audit and
to report our opinion solely to you, as a body, and for no
other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of
this report.

PricewaterhouseCoopers
22nd Floor, Prince’s Building
Central, Hong Kong
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We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute
of Certified Public Accountants. Those standards require
that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance as to
whether the financial statements are free from material
misstatement.

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

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit
opinion.

OPINION

In our opinion, the consolidated financial statements
give a true and fair view of the state of affairs of the
Company and of the Group as at 31 December 2008
and of the Group’s profit and cash flows for the year
then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared
in accordance with the disclosure requirements of the
Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 1 April 2009
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As at 31 December 2008 (All amounts in RMB)
RZZZNF+-A=+—H (FESBEUARKE)
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2008 2007
—EENE —EEF
Note RMB’000 RMB’000
Kt AR¥TT ARFor
Non-current assets FRBEE
Land use rights T e 6 116,482 104,622
Property, plant and equipment M -~ B K& 7 1,467,211 1,187,543
Investment in an associate BN R 2 B 9 34,572 43,799
Deferred income tax assets RIEFTEREE 19 4,855 3,607
1,623,120 1,339,571
Current assets REBEE
Inventories FE 10 690,026 651,899
Trade receivables JEWE H 18 11 78,124 127,401
Bill receivables FEWE B SRIA 11 385,989 237,431
Prepayments, deposits and TENFHIE - He Rk
other receivables E b EULER TR 12 87,351 78,440
Pledged bank deposits BRI TER 13 21,570 10,773
Cash and cash equivalents HeRREeEEY 13 313,012 199,615
1,576,072 1,305,559
Current liabilities RBAE
Trade and bill payables ENESREEZIE 20 631,068 467,502
Accruals and other payables TEIRE A R EMFER
AR 21 226,762 155,637
Current income tax liabilities EHMGEHARE 8,018 7,325
Borrowings Els 17 522,607 225,253
Derivative financial instruments PTESMTA 18 7,915 =
1,396,370 855,717
Net current assets REBEETE 179,702 449,842
Total assets less current liabilities BAEERAEBER 1,802,822 1,789,413
Non-current liabilities FRBEE
Borrowings BE 17 554,267 702,584
Deferred income tax liabilities BEFSHARE 19 20,173 11,078
574,440 713,662
Net assets BEFRE 1,228,382 1,075,751
>
EQUITY S E
Capital and reserves attributable 72 FREZFH A >
to the Company’s equity holders  FE{GRAR HEE o
Share capital i &N 14 94,064 93,990 o
Reserves ] 16 1,134,318 981,761 ,Ou
1
Total equity IR SR g2 AT 1,228,382 1,075,751 S
[~}
|1
4
Hong Tianzhu Zhu Yongxiang HRH SRKEE o
Director Director BFE EE &
_FH
Hh

The accompanying notes are an integral part of these  [{tF Ailt47 A BTG REN —20H ©
consolidated financial statements.
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As at 31 December 2008 (All amounts in RMB)
RZZZN\F+-A=+—H FBELERARBHE)
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2008 2007
—EENE —ETLF
Note RMB’000 RMB’000
Kt AR¥EFT ARETT
Non-current assets FREBEE
Property, plant and equipment Y - BB NERE 7 385 550
Investments in subsidiaries KB ARIMEE 8 860,939 826,962
861,324 827,512
Current assets REEE
Prepayments, deposits and TENFHIE ek
other receivables HAbEUER K 12 93 717
Due from subsidiaries i A NG EE 8 408,326 312,401
Cash and cash equivalents Be MREeEEY 13 3,568 1,639
411,987 314,757
Current liabilities RBAE
Accruals and other payables TRIR B R K EA
FERTBRIR 21 85,448 17,468
Due to subsidiaries R NEPNGIE R 8 128,511 2,015
Borrowings BE 17 189,234 =
403,193 19,483
Net current assets REEEFE 8,794 295,274
Total assets less current liabilities @AEERABEE 870,118 1,122,786
Non-current liabilities kRBEE
Borrowings TE 17 382,377 579,973
Net assets EEFRE 487,741 542,813
EQUITY s
Capital and reserves attributable to <72 5] R#EZEE A
» the Company’s equity holders iR R s
o Share capital [N 14 94,064 93,990
3 Reserves Ee 16 393,677 448,823
4
)
ﬁ Total equity B 487,741 542,813
;
o)
A
o
Cc
o
[
=
=5
g Hong Tianzhu Zhu Yongxiang HRH RIKFFE
>H Director Director 2 =2
=
g The accompanying notes are an integral part of this A1 BiEHRE=E)— 255 -
financial statement.
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For the year ended 31 December 2008 (All amounts in RMB)
BE_TT)\F+-A=+—HIFE (FAELEAARKHE)

g
]
]
=
&®

(9]
2008 2007 -
—EEN\FE —ETF (7
Note RMB’000 RMB’000 |9
k3 AREFT ARETFT g
=
Sales = 22 3,737,641 3,254,109 g
Cost of sales SHEMKA 24 (3,278,706) (2,819,358) S
(@)
Gross profit EF 458,935 434,751 o
Other income H b A 23 66,156 21,673 ﬁ
Other (losses)/gains — net Hth (&518), Wz »
— B4 25 (4,831) 43,109 !
Selling and distribution costs SHE RO HERX 24 (91,277) (75,851) =
General and administrative expenses —#& & 1TH 24 (164,204) (144,390) S
m
Operating profit Fed =gyl 264,779 279,292 E
Finance income BT UL A 26 3,947 3,594
Finance costs VEER 26 (3,392) (23,457)
Finance income/(costs) — net BB A (BRA)
— R 26 555 (19,863)
Share of (loss)/profit of an associate 7 {HH#i & A )
(&18) mFl 9 (16,966) 3,178
Profit before income tax MRS B AR R 248,368 262,607
Income tax expense FrS R > 27 (34,175) (24,830)
Profit for the year attributable to & R7< A T R#E
equity holders of the Company BE ABEET 214,193 237,777
Earnings per share for profit FRAQTRE
attributable to equity holders of BEAELRRZ
the Company during the year BRER
(expressed in RMB per share) (ABBRAREERT)
— basic — &R 30 0.24 0.27
— diluted —#E 30 0.24 0.27
Dividends BE 31 - 62,073
>
Z
4
c
>
r
2
The accompanying notes are an integral part of these  MizE/RUt4RE Mz — 30 - i
consolidated financial statements. ]
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ﬁ For the year ended 31 December 2008 (All amounts in RMB)
g HE—_ZT ) \Ft+_-_A=1t—RHIFE (FTESTENUARKEE)
8
2
g
)]
x*
(9]
o
P4
o Attributable to equity holders
(@]
C of the Company
(=) RO FRAERE AEN
:_’| Share Reserves
g capital (Note 16) Total
”n &S i “st
= (Ki#16)
r_||1 Note RMB’000 RMB’000 RMB’000
2 Wiz AREFT AREFT ARETT
m
5 Balance at 1 January 2007 R-EBLE
'Io1 — B —B#&E 92,842 768,807 861,649
2 Issue of shares upon exercise of TR RER T
Jz’ share options B fn 116 686 802
(o)
m Issue of shares for acquisition of U B & N A BT
— an associate o) 1,032 12,278 13,310
m
[s) Surplus on revaluation of buildings, EFE[REY BN
g net of deferred income tax BT 5% - 4,945 4,945
Profit for the year FERF - 237,777 237,777
Dividend paid BERERE 31 - (35,044) (35,044)
Currency translation differences bE 5 =28 - (7,688) (7,688)
Balance at 31 December 2007 RIZELE
+ZA=+—AMEE 93,990 981,761 1,075,751
Balance at 1 January 2008, R-ZEZENF—F—H
as per above Hgkes ML 93,990 981,761 1,075,751
Issue of shares upon exercise of BRI T
share options frfn 14 74 437 511
Profit for the year EFHF - 214,193 214,193
Dividend paid EARE 31 - (62,073) (62,073)
Balance at 31 December 2008 R-ZBBNE
+ZA=+—-AWEs 94,064 1,134,318 1,228,382

The accompanying notes are an integral part of these  MizE AItAR A M ISHRFA —&0D ©
consolidated financial statements.
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For the year ended 31 December 2008 (All amounts in RMB)
BE_TT)\F+-A=+—HIFE (FAELEAARKHE)

2007
—ETF
Note RMB’000
Ktat ARETFT
Cash flows from operating RELETEN
activities HeRE
Cash generated from operations KEEENIES 32 190,869
Interest received BHFIE 3,594
Income tax paid BEFTER (20,823)
Net cash inflow from REEBESE
operating activities Iﬁium)\/?ﬁﬁ 173,640
Cash flows from RERETEN
investing activities RERE
Acquisition of an associate g1 kN (15,000)
Capital contribution to an associate ~ REtE R FTTE 9 (12,311)
Purchase of property, plant BEWE  BE
and equipment B (436,722)
Proceeds from disposal of property, H&EWE  BER
plant and equipment and SR LA o
land use rights B ARERTEE 32 9,968
Acquisition of land use rights Uiz B -+ b {58 R4 6 (35,900)
(Increase)/decrease in pledged DR ITIER
bank deposits (1), R 3,624
Net cash used in investing activities % & BB FTFEIR & /548 (486,341)
Cash flows from financing REMETHN
activities HeRE
Proceeds from issuance of shares BITIRMFTS5RIE 802
Proceeds from borrowings BB RS 3RIE 1,138,023
Repayments of borrowings EEEE (680,420)
Dividends paid to Company’s SARETFARR
equity holders RIEREE A (35,044)
Interest paid BERFE (50,932)
Net cash inflow from BEEBIFTIS
financing activities WEMANFE 372,429
Net increase in cash and HeRESEEY
cash equivalents EnFEE 59,728
Cash and cash equivalents at FUIzHE K
beginning of the year ReEED 13 139,887
Cash and cash equivalents at FRZEER
end of the year ReZEY 13 199,615

The accompanying notes are an integral part of these

consolidated financial statements.
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For the year ended 31 December 2008
HE-TTN\F+_A=1+—BHILEE

BETHEBEFEHEETEY A3LINIT dNOYD IT1LXIL ONOHXIL

[4,]
(=3

Texhong Textile Group Limited (the “Company”)
and its subsidiaries (together, the “Group”) are
principally engaged in the manufacturing and sale
of yarn, grey fabrics and dyed fabrics.

The Company was incorporated in Cayman
Islands on 12 July 2004 as an exempted company
with limited liability under the Companies Law of
Cayman Islands. The address of its registered office
is Cricket Square, Hutchins Drive, P.O. Box 2681,
Grand Cayman, KY1-1111, Cayman Islands.

The Company’s shares have been listed on the
Main Board of The Stock Exchange of Hong Kong
Limited. (the“Stock Exchange”) since 9 December
2004.

These consolidated financial statements are
presented in Chinese Renminbi (“RMB”), unless
otherwise stated. These consolidated financial
statements have been approved for issue by the
Company’s Board of Directors on 1 April 2009.

The principal accounting policies applied in
the preparation of these consolidated financial
statements are set out below. These policies have
been consistently applied to all the years presented,
unless otherwise stated.

The consolidated financial statements have
been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRS”)
issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”). They have
been prepared under the historical cost
convention, as modified by the revaluation
of buildings, financial assets and financial
liabilities (including derivative instruments) at
fair value through profit or loss.

(Al amounts in RMB unless otherwise stated)
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MEBAR(REIAEE])T2EB AR
ERHEDR - B RAEME

ARBR=ZZZENELA+=-REHRS
HERBERESHEARNEEMKL A —
RIEFRRBMR AT o s 4 % Cricket
Square, Hutchins Drive, P.O. Box 2681,
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For the year ended 31 December 2008
HE-ZT )/ \F+-A=+—HLFE

The preparation of financial statements in
conformity with HKFRS requires the use of
certain critical accounting estimates. It also
requires management to exercise its judgment
in the process of applying the Group’s
accounting policies. The areas involving a
higher degree of judgment or complexity,
or areas where assumptions and estimates
are significant to the consolidated financial
statements are disclosed in Note 4. These
estimates and assumptions affect the reported
amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the date
of the financial statements and the reported
amounts of revenues and expenses during the
year. Although these estimates are based on
management’s best knowledge of events and
actions, actual results ultimately may differ
from those estimates.

(a) Amendments and interpretations effective
in 2008 but are not relevant nor have any
impact to the Group’s financial statements
The HKAS 39, “Financial instruments:
Recognition and measurement”,
amendment on reclassification of financial
assets permits reclassification of certain
financial assets out of the held-for-
trading and available-for-sale categories if
specified conditions are met.

HK(IFRIC)-Int 11, “HKFRS 2 — Group and
treasury share transactions”.

HK (IFRIC)-Int 12, “Service Concession
arrangements”.

HK(IFRIC)-Int 14, “HKAS 19 — The limit on
a defined benefit asset, minimum funding
requirements and their interaction”.

(All amounts in RMB unless otherwise stated)

(BRBBHNAEESN - IEEBAARBEHE)
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For the year ended 31 December 2008 (Al amounts in RMB unless otherwise stated)

E-TTN\FF+-A=+—HIEFE (BRBBHNAESN - IBEEEAARBEE)

Standards, amendments and (b)

interpretations to existing standards that
are not yet effective and have not been
early adopted by the Group

The following standards, amendments
and interpretations to existing standards
have been published and are mandatory
for the Group’s accounting periods
beginning on or after 1 January 2009 or
later periods, but the Group has not early
adopted them:

. HKAS 1 (Revised), “Presentation
of financial statements” (effective
for annual period starting from 1
January 2009). The revised standard
will prohibit the presentation of
items of income and expenses
(that is, “non-owner changes in
equity”) in the statement of changes
in equity, requiring “non-owner
changes in equity” to be presented
separately from owner changes in
equity. All non-owner changes in
equity will be required to be shown
in a performance statement, but
entities can choose whether to
present one performance statement
(the statement of comprehensive
income) or two statements (the
consolidated income statement
and statement of comprehensive
income). Where entities restate or
reclassify comparative information,
they will be required to present a
restated balance sheet as at the
beginning comparative period in
addition to the current requirement to
present balance sheets at the end of
the current period and comparative
period. The Group will apply HKAS
1 (Revised) from 1 January 2009. It
is likely that both the consolidated
income statement and consolidated
statement of comprehensive income
will be presented as performance
statements.
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For the year ended 31 December 2008
BE_TT N\F+-_A=+—HIFE

(All amounts in RMB unless otherwise stated)

(BRBBHNAEESN - IEEBAARBEHE)

(b) Standards, amendments and (b) /ﬁfkfbﬁ? 1125 R 2B R A
interpretations to existing standards that R - BB BERZ EFTR
are not yet effective and have not been Eﬁ%’ (&)
early adopted by the Group (Cont/nued)

HKAS 23 (Revised), “Borrowing
costs” (effective for annual period
starting from 1 January 2009). The
amendment requires an entity to
capitalise borrowing costs directly
attributable to the acquisition,
construction or production of a
qualifying asset (one that takes a
substantial period of time to get
ready for use or sale) as part of
the cost of that asset. The option
of immediately expensing those
borrowing costs will be removed.
The Group will apply HKAS 23
(Revised) from 1 January 2009. The
amendment has no impact on the
Group’s accounting policies as the
Group’s existing accounting policy
on borrowing costs comply with the
amended requirements.

HKAS 27 (Revised), “Consolidated
and separate financial statements”
(effective for annual period starting
from 1 July 2009). The revised
standard requires the effects of all
transactions with non-controlling
interests to be recorded in equity if
there is no change in control and
these transactions will no longer
result in goodwill or gains and
losses. The standard also specifies
the accounting when control is lost.
Any remaining interest in the entity is
re-measured to fair value and a gain
or loss is recognised in profit or loss.
The adoption will not have significant
impact to the Group as the Group
has no non-controlling interests.
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For the year ended 31 December 2008 (Al amounts in RMB unless otherwise stated)

BHE-ZT )/ \F+-A=1t—HLFE (BREAEFIREIN - FIESEAAREE)
(b) Standards, amendments and (b) FIREI L ERIERIRA
interpretations to existing standards that R - BB EERZAEETR
are not yet effective and have not been ZREE)

early adopted by the Group (Cont/nued)

BETHEBEFEHEETEY A3LINIT dNOYD IT1LXIL ONOHXIL
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HKFRS 2 (Amendment), “Share-
based payment” (effective for annual
period starting from 1 January
2009). The amended standard
deals with vesting conditions and
cancellations. It clarifies that vesting
conditions are service conditions and
performance conditions only. Other
features of a share-based payment
are not vesting conditions. As such
these features would need to be
included in the grant date fair value
for transactions with employees and
others providing similar services, that
is, these features would not impact
the number of awards expected to
vest or valuation thereof subsequent
to grant date. All cancellations,
whether by the entity or by other
parties, should receive the same
accounting treatment. The Group will
apply HKFRS 2 (Amendment) from 1
January 2009, but it is not expected
to have any impact on the Group’s
financial statements.

HKFRS 3 (Revised), “Business
combinations” (effective for annual
period starting from 1 July 2009).
The revised standard continues
to apply the acquisition method
to business combinations, with
some significant changes. For
example, all payments to purchase
a business are to be recorded at
fair value at the acquisition date,
with contingent payments classified
as debt subsequently re-measured
through the consolidated income
statement. There is a choice on an
acquisition by acquisition basis to
measure the non-controlling interest
in the acquiree either at fair value
or at the non-controlling interest’s
proportionate share of the acquiree’s
net assets. All acquisition-related
costs are to be expensed. The
Group will apply HKFRS 3 (Revised)
prospectively to all business
combinations from 1 January 2010.
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For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated)

BE—ZZT)\F+-A=+—HILLFE (BRBBHNAEESN - IEEBAARBEHE)

(b) Standards, amendments and (b) /ﬁfkfbﬁ? 1125 R 2B R A
interpretations to existing standards that R - BB BERZ EFTR
are not yet effective and have not been Eﬁ%’ (&)
early adopted by the Group (Continued)

HKFRS 8, “Operating segments”
(effective for annual period
starting from 1 January 2009).
HKFRS 8 replaces HKAS 14 and
aligns segment reporting with the
requirements of the US standard
SFAS 131, “Disclosures about
segments of an enterprise and
related information”. The new
standard requires a “management
approach”, under which segment
information is presented on the
same basis as that used for internal
reporting purposes. The Group will
apply HKFRS 8 from 1 January
2009, but it is not expected to have
a material impact on the number of
reportable segments as well as the
manner in which the segments are
reported.

HK(IFRIC) — Int 16 , “Hedges
of a net investment in a foreign
operation” (effective for annual
period starting from 1 October
2008). HK(IFRIC) — Int 16 clarifies
the accounting treatment in respect
of net investment hedging. This
includes the fact that net investment
hedging relates to differences in
functional currency not presentation
currency, and hedging instruments
may be held anywhere in the Group.
The requirements of HKAS 21,
“The effects of changes in foreign
exchange rates”, do apply to the
hedged item. The Group will apply
HK(IFRIC) — Int 16 from 1 January
2009, but it is not expected to have
any impact on the Group’s financial
statements.
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For the year ended 31 December 2008 (Al amounts in RMB unless otherwise stated)

BHE-ZT )/ \F+-A=1t—HLFE (BREAEFIREIN - FIESEAAREE)
(b) Standards, amendments and (b) FIREI L ERIERIRA
interpretations to existing standards that R - BB EERZAEETR
are not yet effective and have not been ZREE)

BETHEBEFEHEETEY A3LINIT dNOYD IT1LXIL ONOHXIL
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early adopted by the Group (Continued)
. HKICPA'’s improvements to HKFRS
published in October 2008

- HKAS 1 (Amendment),
“Presentation of financial

EERHAAGR_T
)\ + AR ES
RIS R 2 2

- BAEEFEREA

St (BRI AS) [ B 75

statements” (effective for BEZE®RI(BZ
annual period starting from 1 ZENEFE—-HA—H
January 2009). The amendment B2 FEHREE
clarifies that some rather than ) o BB
all financial assets and liabilities mETmIEMmAR
classified as held for trading BEASFERE
in accordance with HKAS SF[EmMTA :
39, “Financial instruments: BRMTE | D¥E
Recognition and measurement” REFEEEZE®
are examples of current assets BENBE 57
and liabilities respectively. The ARBEERAE
Group will apply the HKAS 1 ZOIF o RZTE
(Amendment) from 1 January NFE—-—R—B# -

2009, but it is not expected to
have any impact on the Group’s
financial statements.

- HKAS 23 (Amendment),
“Borrowing costs” (effective for
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annual period starting from 1 RAI(R=ZET N
January 2009). The definition F-A—BEZF
of borrowing costs has been EHMER) - &
amended so that interest BERAHEERLE

expense is calculated using
the effective interest method
defined in HKAS 39 “Financial
instruments: Recognition and
measurement”. This eliminates
the inconsistency of terms
between HKAS 39 and HKAS
23. The Group will apply
the HKAS 23 (Amendment)
prospectively from 1 January
2009, but it is not expected to
have any impact on the Group’s
financial statements.
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For the year ended 31 December 2008
BE_TT N\F+-_A=+—HIFE

(b) Standards, amendments and
interpretations to existing standards that
are not yet effective and have not been
early adopted by the Group (Continued)

HKICPA’s improvements to
HKFRS published in October 2008
(Continued)

- HKAS 28 (Amendment),
“Investments in associates” (and
consequential amendments
to HKAS 32, “Financial
Instruments: Presentation”
and HKFRS 7, “Financial
instruments: Disclosures’)
(effective for annual period
starting from 1 January 2009).
An investment in associate is
treated as a single asset for the
purposes of impairment testing
and any impairment loss is not
allocated to specific assets
included within the investment,
for example, goodwill.
Reversals of impairment are
recorded as an adjustment to
the investment balance to the
extent that the recoverable
amount of the associate
increases. The Group will apply
the HKAS 28 (Amendment)
to impairment tests relating to
investment in associates and
any related impairment losses
from 1 January 2009.

- HKAS 36 (Amendment),
“Impairment of assets” (effective
for annual period starting from 1
January 2009). Where fair value
less costs to sell is calculated
on the basis of discounted cash
flows, disclosures equivalent
to those for value-in-use
calculation should be made.
The Group will apply the HKAS
36 (Amendment) and provide
the required disclosure where
applicable for impairment tests
from 1 January 2009.

(All amounts in RMB unless otherwise stated)

(BRBBHNAEESN - IEEBAARBEHE)

(b) AR LR T AR B SEPIRA
R~ HHEEERZ TR
%E%%

- BEEHMAER=-FT
SNETAEMEEE
Bt i S E R 2 B
(&)
- FBAEGHEAS
285 (ERTA) [ 1
RN <
(KA mEEE
T A A 8 325
(eI H: 25
REBHBERELE
AIE7RI /T
B WEE 2 &R
(BEZZEENF—
A—BRBZFE
HIM ) o A
E‘JWET B/\szp./\
AIZIREBEWERE
—&E - ERE
BRI ER
BAZFEEE
Blanpg 8 o B
NS IR e R
En o OREREE
P RIRE R
B RXEEKBEZ
ZENF—H—H
RERBBE
A BN 25 2858 (18 7]
) TR E
NAZIKREZRE
BUEA B (o] A8 B8R
BEE -

-  BEEFERES36
FUERT AR BE
RMEI(BZZTN
F-A—BRZF
EHBER) - L
NFERHER AR
REBRBE @ mELE
FTHE - RlfEfELi R
EREEERE
ZTBZéfz o RNEE

RZZEZNF—H
_HLFE}EH?/EE
=t A 536 5% (15
IR Rt fitE A
PORE R Z 45 5
#EE o

8002 LJOd3d TVNNNV

BEE\(EE—

(=]
(2]



For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated)
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(Amendment) from 1 January
2009, but it is not expected to
have any significant impact
on the Group’s financial

BHE-ZT )/ \F+-A=1t—HLFE (BREAEFIREIN - FIESEAAREE)

(b) Standards, amendments and (b)  [HRER T AR IE RN
interpretations to existing standards that R - BB EERZAEETR
are not yet effective and have not been 2EEE)
early adopted by the Group (Continued)

HKICPA’s improvements to - BALHMAERZ=ZT

HKFRS published in October 2008 T N\F+ AEMBHES

(Continued) s S R 2 B

(#&)

- HKAS 38 (Amendment), -  BAFAEAIFE38
“Intangible assets” (effective for UACCEIR I3
annual period starting from 1 BEI(BZZTTAN
January 2009). A prepayment F—A—HABZF
may only be recognised in the EEREAER) - 18
event that payment has been RFRIBE AT E R R
made in advance of obtaining WEE B E M2
right of access to goods %lJ‘i?%HXHWnﬁWE
or receipt of services. The HERRZERTT
Group will apply the HKAS 38 PAERR o NSRS
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statements. MOEB T EHARE
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—  HKFRS 5 (Amendment), “Non- BB RS A
current assets held for sale and BIZE 558 (IBETA)
discontinued operations” (and [FFEH S/ IER
consequential amendment to E)Jiéfé&ﬂﬂﬂz 7

HKFRS 1, “First-time adoption”)
(effective for annual period

BEBI(RBES
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starting from 1 July 2009). SRl BRI A
The amendment clarifies that ‘IR (B=ZZ
all of a subsidiary’s assets NELA—BREZ
and liabilities are classified FEHMEER) °
as held for sale if a partial LRI AN EE T IR

disposal sale plan results in
loss of control, and relevant
disclosure should be made for
this subsidiary if the definition of
a discontinued operation is met.
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A consequential amendment BERIEREER
to HKFRS 1 states that these BER - ARtz
amendments are applied EPNCIRp sl

prospectively from the date
of transition to HKFRSs. The
Group will apply the HKFRS
5 (Amendment) prospectively
to all partial disposals of
subsidiaries from 1 January
2010.
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For the year ended 31 December 2008
BE_TT N\F+-_A=+—HIFE

(b) Standards, amendments and
interpretations to existing standards that
are not yet effective and have not been
early adopted by the Group (Continued)

. HKICPA’s improvements to
HKFRS published in October 2008
(Continued)

—  There are a number of minor
amendments to HKFRS
7, “Financial instruments:
Disclosures”, HKAS 8,
“Accounting policies, changes
in accounting estimates and
errors”, HKAS 10, “Events after
the balance sheet date”, HKAS
18, “Revenue” and HKAS 34,
“Interim financial reporting”
which are not addressed above.
These amendments are unlikely
to have an impact on the
Group’s financial statements
and have therefore not been
analysed in detail.

(c) Amendments and interpretations to
existing standards which are not yet
effective and not relevant for the Group’s
operations
The following amendments and
interpretations to existing standards have
been published and are mandatory for the
Group’s accounting periods beginning on
or after 1 January 2009 or later periods
but are currently not relevant for the
Group’s operations:

. HKAS 19 (Amendment), “Employee
benefits” (effective for annual period
starting from 1 January 2009).

. HKAS 32 (Amendment), “Financial
instruments: Presentation”, and
HKAS 1 (Amendment), “Presentation
of financial statements” “Puttable
financial instruments and obligations
arising on liquidation” (effective
for annual period starting from 1
January 2009).

(All amounts in RMB unless otherwise stated)
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For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated)

HE_ZTZN\F+_A=1+—HIFE (BREAINAEN  FESHERAARKEE)

2. SUMMARY OF SIGNIFICANT 2. EEGHBEREE®)
ACCOUNTING POLICIES (continued)
2.1 Basis of preparation (Continued) 21 RBEEE)
(c) Amendments and interpretations to (c) EIFRAERY A B B &R
existing standards which are not yet ZHBRAIET R (E)
effective and not relevant for the Group’s
operations (Continued)
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HKAS 39 (Amendment), “Financial o  BEGFERIE395R(E

instruments: Recognition and
measurement” (effective for annual
period starting from 1 January 2009).

HKAS 39 (amendment), “Financial
Instruments: Recognition and
Measurement” — “Eligible hedged
items” (effective for annual period
starting from 1 July 2009).

HKFRS 1 (Amendment), “First time
adoption of HKFRS” and HKAS 27
“Consolidated and separate financial
statements” (effective for annual
period starting from 1 July 2009).

HK(IFRIC) — Int 13, “Customer
loyalty programmes” (effective for
annual period starting from 1 July
2008).

HK(IFRIC) — Int 15, “Agreements for
construction of real estates” (effective
for annual period starting from 1
January 2009).

HK(IFRIC) — Int 17, “Distributions of
non-cash assets to owners” (effective
for annual period starting from 1 July
2009).
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For the year ended 31 December 2008
BE-TZT/\F+-_A=1+—HILFE

(All amounts in RMB unless otherwise stated)

(BREAHNAEN  FIESHERARKEE)

2. SUMMARY OF SIGNIFICANT 2. BEEETBEEE®)

ACCOUNTING POLICIES (Continued)
2.1 Basis of preparation (Continued)

(c) Amendments and interpretations to
existing standards which are not yet
effective and not relevant for the Group’s
operations (Continued)

. HKICPA'’s improvements to HKFRS
published in October 2008

- HKAS 16 (Amendment),
“Property, plant and equipment”
(and consequential amendment
to HKAS 7, “Statement of cash
flows”) (effective for annual
period starting from 1 January
2009).

- HKAS 20 (Amendment),
“Accounting for government
grants and disclosure of
government assistance”
(effective for annual period
starting from 1 January 2009).

- HKAS 27 (Amendment),
“Consolidated and separate
financial statements” (effective
for annual period starting from 1
January 2009).

- HKAS 28 (Amendment),
“Investments in associates” (and
consequential amendments
to HKAS 32, “Financial
Instruments: Presentation”
and HKFRS 7, “Financial
instruments: Disclosures”)
(effective for annual period
starting from 1 January 2009).

- HKAS 29 (Amendment),
“Financial reporting in
hyperinflationary economies”
(effective for annual period
starting from 1 January 2009).
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For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated)

HE_ZTZN\F+_A=1+—HIFE (BREAINAEN  FESHERAARKEE)

2. SUMMARY OF SIGNIFICANT 2. EEGHBEREE®)
ACCOUNTING POLICIES (continued)
2.1 Basis of preparation (Continued) 21 RBEEE)
(c) Amendments and interpretations to (c) EIFRAERY A B B &R
existing standards which are not yet ZHBRAIET R (E)
effective and not relevant for the Group’s
operations (Continued) o L
+ HKICPA’'s improvements to © BREMHMAGR=F
HKFRS published in October 2008 TO\ETARMGH TR
(Continued) B s A 2 o
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HKAS 31 (Amendment),
“Interests in joint ventures (and
consequential amendments
to HKAS 32 and HKFRS 7)
(effective for annual period
starting from 1 January 2009).

HKAS 38 (Amendment),
“Intangible assets” (effective for
annual period starting from 1
January 2009).

HKAS 40 (Amendment),
“Investment property” (and
consequential amendments to
HKAS 16) (effective for annual
period starting from 1 January
2009).

HKAS 41 (Amendment),
“Agriculture” (effective for
annual period starting from 1
January 2009).

Amendments to HKAS 20
“Accounting for government
grants and disclosure of
government assistance”, HKAS
29, “Financial reporting in
hyperinflationary economies”,
HKAS 40, “Investment property”
and HKAS 41, “Agriculture”,
which are not addressed above.
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For the year ended 31 December 2008
HE-ZT )/ \F+-A=+—HLFE

The consolidated financial statements include
the financial statements of the Company and
all of its subsidiaries made up to 31 December.

(a) Subsidiaries

Subsidiaries are all entities (including
special purpose entities) over which
the Group has the power to govern the
financial and operating policies generally
accompanying a shareholding of more
than one half of the voting rights. The
existence and effect of potential voting
rights that are currently exercisable
or convertible are considered when
assessing whether the Group controls
another entity. Subsidiaries are fully
consolidated from the date on which
control is transferred to the Group. They
are de-consolidated from the date that
control ceases.

The purchase method of accounting
is used to account for the acquisition
of subsidiaries by the Group. The cost
of an acquisition is measured at the
fair value of the assets given, equity
instruments issued and liabilities incurred
or assumed at the date of exchange,
plus costs directly attributable to the
acquisition. Identifiable assets acquired
and liabilities and contingent liabilities
assumed in a business combination are
measured initially at their fair values at the
acquisition date, irrespective of the extent
of any minority interest. The excess of the
cost of acquisition over the fair value of
the Group’s share of the identifiable net
assets acquired is recorded as goodwill. If
the cost of acquisition is less than the fair
value of the net assets of the subsidiary
acquired, the difference is recognised
directly in the consolidated income
statement.

(All amounts in RMB unless otherwise stated)

(BRBBHNAEESN - IEEBAARBEHE)

FAREBEARRRENBAR
BET-RA=1+—BIWNHBR
=

(a) MELA]

B8 & RIS AN S B T i L B 7
RIS EBURTTIEFR B - 124
BEEREENER(EER
KRB MR ERE) - £
HEAREELEH S —BR
B - K5 Z BB RTA1TEEs B Al
AERNEERERELFE
REZE - B AR BEE
BETAKEE AREEARS
AfR - SHESERIEE B
EILEFA AR

AEERBEEEHER/EAS
B PR 2 B A B51AR - d
BRARIBRR ZE AFTEER
E - BT ZBRATARAR
EARAEZ BENQFER
& Sz EEREERK
Ko ERERAMBETEE
ZAHBIEE - FrAfEZAE
REABE  GREEE Rz
ERFEELVIFHE - B
At R DB R R - Y
R ANIER A SR B PR A T UR
ZABRIFEEZ ZRTSIE
P& o fis WEB P AME R P
MEARFEEZ A FE A
BRERMERAERSRER
NHER °

8002 LJOd3d TVNNNV

BEE\(EE—

<2}
©



For the year ended 31 December 2008 (Al amounts in RMB unless otherwise stated)

HE_ZTZN\F+_A=1+—HIEFE (BRBBHNAESN - IBEEEAARBEE)

(a) Subsidiaries (Continued) (a) HiELa](#E)
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Inter-company transactions, balances
and unrealised gains on transactions
between group companies are eliminated.
Unrealised losses are also eliminated.
Accounting policies of subsidiaries have
been changed where necessary in the
consolidated financial statements to
ensure consistency with the policies
adopted by the Group.

In the Company’s balance sheet the
investments in subsidiaries are stated at
cost less provision for impairment losses
(Note 2.7). The results of subsidiaries are
accounted by the Company on the basis
of dividend received and receivable.

Associates

Associates are all entities over which
the Group has significant influence but
not control, generally accompanying
a shareholding of between 20% and
50% of the voting rights. Investments in
associates are accounted for using the
equity method of accounting and are
initially recognised at cost. The Group’s
investment in associates includes goodwill
identified on acquisition, net of any
accumulated impairment loss. See note
2.7 for the impairment of non-financial
assets including goodwill.

The Group’s share of its associates’ post-
acquisition profits or losses is recognised
in the consolidated income statement,
and its share of post-acquisition
movements in reserves is recognised in
reserves. The cumulative post-acquisition
movements are adjusted against the
carrying amount of the investment.
When the Group’s share of losses in an
associate equals or exceeds its interest
in the associate, including any other
unsecured receivables, the Group does
not recognise further losses, unless it has
incurred obligations or made payments on
behalf of the associate.
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For the year ended 31 December 2008
HE-ZT )/ \F+-A=+—HLFE

(b) Associates (Continued)

Unrealised gains on transactions
between the Group and its associates are
eliminated to the extent of the Group’s
interest in the associates. Unrealised
losses are also eliminated unless the
transaction provides evidence of an
impairment of the asset transferred.
Accounting policies of associates have
been changed where necessary to ensure
consistency with the policies adopted by
the Group.

Dilution gains and losses arising in
investments in associates are recognised
in the consolidated income statement.

A business segment is a group of assets and
operations engaged in providing products or
services that are subject to risks and returns
that are different from those of other business
segments. A geographical segment is engaged
in providing products or services within a
particular economic environment that are
subject to risks and returns that are different
from those of segments operating in other
economic environments.

(a) Functional and presentation currency
Items included in the financial statements
of each of the Group’s entities are
measured using the currency of the
primary economic environment in which
the entity operates (the “functional
currency”). The consolidated financial
statements are presented in RMB, which is
the Company’s presentation currency.

(b) Transactions and balances

Foreign currency transactions are
translated into the functional currency
using the exchange rates prevailing at
the dates of the transactions or valuation
where items are remeasured. Foreign
exchange gains and losses resulting from
the settlement of such transactions and
from the translation at year-end exchange
rates of monetary assets and liabilities
denominated in foreign currencies are
recognised in the consolidated income
statement.

(All amounts in RMB unless otherwise stated)
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For the year ended 31 December 2008 (Al amounts in RMB unless otherwise stated)
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(b) Transactions and balances (Continued) (b) XZRi#E(E)
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Foreign exchange gains and losses
that relate to borrowings and cash and
cash equivalents are presented in the
consolidated income statement within
“finance income or cost”. All other foreign
exchange gains and losses are presented
in the consolidated income statement
within “other (losses)/gains — net”.

Group companies

The results and financial position of all
the Group entities (none of which has the
currency of a hyperinflationary economy)
that have a functional currency different
from the presentation currency are
translated into the presentation currency
as follows:

— assets and liabilities for each balance
sheet presented are translated at
the closing rate at the date of that
balance sheet;

— income and expenses for each
consolidated income statement are
translated at average exchange
rates (unless this average is not
a reasonable approximation of
the cumulative effect of the rates
prevailing on the transaction dates,
in which case income and expenses
are translated at the dates of the
transactions); and

— all resulting exchange differences
are recognised as a separate
component of equity.

On consolidation, exchange differences
arising from the translation of the net
investment in foreign operations, and
of borrowings and other currency
instruments designated as hedges of such
investments, are taken to shareholders’
equity. When a foreign operation is
partially disposed of or sold, exchange
differences that were recorded in equity
are recognised in the consolidated income
statement as part of the gain or loss on
sale.
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For the year ended 31 December 2008
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Buildings comprise mainly factories and offices.
Buildings are shown at fair value, based on
periodic, but at least triennial, valuations by
external independent valuers, less subsequent
depreciation for buildings. Any accumulated
depreciation at the date of revaluation is
eliminated against the gross carrying amount
of the asset and the net amount is restated
to the revalued amount of the asset. All other
property, plant and equipment is stated at
historical cost less depreciation. Historical cost
includes expenditure that is directly attributable
to the acquisition of the items.

Subsequent costs are included in the
asset’s carrying amount or recognised as a
separate asset, as appropriate, only when
it is probable that future economic benefits
associated with the item will flow to the Group
and the cost of the item can be measured
reliably. The carrying amount of the replaced
part is derecognised. All other repairs and
maintenance are charged in the consolidated
income statement during the financial period in
which they are incurred.

Increases in the carrying amount arising on
revaluation of buildings are credited to other
reserves in shareholders’ equity. Decreases
that offset previous increases of the same asset
are charged against other reserves directly in
equity; all other decreases are charged to the
consolidated income statement. Each year the
difference between depreciation based on the
revalued carrying amount of the asset charged
to the consolidated income statement and
depreciation based on the asset’s original cost
is transferred from “other reserves” to “retained
earnings”.

Depreciation on property, plant and equipment
is calculated using the straight-line method
to allocate their costs or revalued amounts to
their residual values over their estimated useful
lives, as follows:

— Buildings 15 to 40 years
— Machinery and

equipment 6 to 15 years
— Furniture and fixtures 3 to 10 years
— Motor vehicles 5to 7 years

(All amounts in RMB unless otherwise stated)
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For the year ended 31 December 2008
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The assets’ residual values and useful lives
are reviewed, and adjusted if appropriate, at
each balance sheet date.

An asset’s carrying amount is written down
immediately to its recoverable amount if the
asset’s carrying amount is greater than its
estimated recoverable amount (Note 2.7).

Gains and losses on disposals are determined
by comparing the proceeds with the carrying
amount and are recognised in the consolidated
income statement. When revalued assets are
sold, the amounts included in other reserves
are transferred to retained earnings.

Construction-in-progress, representing
buildings on which construction work has
not been completed and machinery pending
installation, is stated at cost, which includes
construction expenditures incurred, cost of
machinery, interest capitalised and other
direct costs capitalised during the construction
and installation period, less accumulated
impairment losses, if any. No depreciation is
provided in respect of construction-in-progress
until the construction and installation work is
completed and put into use. On completion,
construction-in-progress is transferred to
appropriate categories of property, plant and
equipment.

The premiums paid to acquire land use rights
are recorded as prepayment for operating
lease, and are amortised using the straight-line
method over the period of the land use rights
of 50 years.

Assets that have an indefinite useful life
are not subject to amortisation and are
tested annually for impairment. Assets are
reviewed for impairment whenever events or
changes in circumstances indicate that the
carrying amount may not be recoverable. An
impairment loss is recognised for the amount
by which the asset’s carrying amount exceeds
its recoverable amount. The recoverable
amount is the higher of an asset’s fair value
less costs to sell and value in use. For the
purposes of assessing impairment, assets are
grouped at the lowest levels for which there
are separately identifiable cash flows (cash-
generating units). Non-financial assets other
than goodwill that suffered an impairment
are reviewed for possible reversal of the
impairment at each reporting date.

(Al amounts in RMB unless otherwise stated)
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For the year ended 31 December 2008
BE_TT N\F+-_A=+—HIFE

Derivatives are initially recognised at fair value
on the date a derivative contract is entered into
and are subsequently measured at their fair
value. The method of recognising the resulting
gain or loss depends on whether the derivative
is designed as a hedging instrument, and if so,
the nature of item being hedged. Derivative
instruments held by the Group do not qualify
for hedge accounting and are accounted for
at fair value through profit or loss. Changes
in fair value of these derivative instruments
that do not qualify for hedge accounting are
recognised immediately in the consolidated
income statement within other (losses)/gains —
net.

Grants/subsidies from government authorities
are recognised at their fair value where there
is a reasonable assurance that the grant/
subsidies will be received and the Group will
comply with all attached conditions.

Government grants/subsidies relating to assets
are presented in the balance sheet by deducting
the grant in arriving at the carrying amount of
the asset.

Government grants/subsidies relating to
compensation for relocation are deferred and
recognised in the income statements over the
period when the relocation takes place.

Inventories are stated at the lower of cost and
net realisable value. Cost is determined using
the weighted average method. The cost of
finished goods and work in progress comprises
raw materials, direct labour, other direct costs
and related production overheads (based
on normal operating capacity). It excludes
borrowing costs. Net realisable value is the
estimated selling price in the ordinary course
of business, less applicable variable selling
expenses.

(All amounts in RMB unless otherwise stated)
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For the year ended 31 December 2008
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Trade and other receivables are recognised
initially at fair value and subsequently
measured at amortised cost using the effective
interest method, less provision for impairment.
A provision for impairment of trade and other
receivables is established when there is
objective evidence that the Group will not be
able to collect all amounts due according to the
original terms of the receivables. Significant
financial difficulties of the debtor, probability
that the debtor will enter bankruptcy or financial
reorganisation, and default or delinquency in
payments are considered indicators that the
receivable is impaired. The amount of the
provision is the difference between the asset’s
carrying amount and the present value of
estimated future cash flows, discounted at the
original effective interest rate. The carrying
amount of the assets is reduced through the use
of an allowance account, and the amount of the
loss is recognised in the consolidated income
statement within general and administrative
expenses. When a receivable is uncollectible,
it is written off against the allowance account
for receivables. Subsequent recoveries of
amounts previously written off are credited
against “general and administrative expenses”
in the consolidated income statement.

Cash and cash equivalents includes cash in
hand, deposits held at call with banks, other
short-term highly liquid investments with
original maturities of three months or less and
bank overdrafts.

Ordinary shares are classified as equity.

Incremental costs directly attributable to the
issue of new shares or options are shown in
equity as a deduction from the proceeds.

Trade payables are recognised initially at
fair value and subsequently measured at
amortised cost using the effective interest
method.

(Al amounts in RMB unless otherwise stated)
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For the year ended 31 December 2008
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Borrowings are recognised initially at fair value,
net of transaction costs incurred. Borrowings
are subsequently stated at amortised cost;
any difference between the proceeds (net of
transaction costs) and the redemption value
is recognised in the consolidated income
statement over the period of the borrowings
using the effective interest method.

Borrowings are classified as current liabilities
unless the Group has an unconditional right to
defer settlement of the liability for at least 12
months after the balance sheet date.

The tax expense for the period comprises
current and deferred tax. Tax is recognised in
the consolidated income statement, except to
the extent that it relates to items recognised
directly in equity. In this case, the tax is also
recognised in equity.

The current income tax charge is calculated
on the basis of the tax laws enacted or
substantively enacted at the balance sheet
date in the countries where the Company
and its subsidiaries and associates operate
and generate taxable income. Management
periodically evaluates positions taken in
tax returns with respect to situations in
which applicable tax regulation is subject to
interpretation. It establishes provisions where
appropriate on the basis of amounts expected
to be paid to the tax authorities.

Deferred income tax is recognised, using the
liability method, on temporary differences
arising between the tax bases of assets and
liabilities and their carrying amounts in the
consolidated financial statements. However,
the deferred income tax is not accounted for if
it arises from initial recognition of an asset or
liability in a transaction other than a business
combination that at the time of the transaction
affects neither accounting nor taxable profit or
loss. Deferred income tax is determined using
tax rates (and laws) that have been enacted
or substantially enacted by the balance sheet
date and are expected to apply when the
related deferred income tax asset is realised or
the deferred income tax liability is settled.

(All amounts in RMB unless otherwise stated)
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Deferred income tax assets are recognised
only to the extent that it is probable that future
taxable profit will be available against which
the temporary differences can be utilised.

Deferred income tax is provided on temporary
differences arising on investments in
subsidiaries, associates, except where
the timing of the reversal of the temporary
difference is controlled by the Group and it is
probable that the temporary difference will not
reverse in the foreseeable future.

(a) Employee leave entitlements

Employee entitlements to annual leave
are recognised when they accrue to
employees. A provision is made for the
estimated liability for annual leave as a
result of services rendered by employees
up to the balance sheet date. Employee
entitlements to sick leave and maternity
leave are not recognised until the time of
leave.

(b) Pension obligations

The Group pays contributions to publicly
or privately administered pension
insurance plans on a mandatory,
contractual or voluntary basis. The Group
has no further payment obligations
once the contributions have been paid.
The contributions are recognised as
employment costs when they are due
and are not reduced by contributions
forfeited by those employees who leave
the scheme prior to vesting fully in the
contributions. Prepaid contributions are
recognised as an asset to the extent that
a cash refund or a reduction in the future
payments is available.

(Al amounts in RMB unless otherwise stated)
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For the year ended 31 December 2008
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)
2.17 Employee benefits (Continued)

()

(d)

Share-based compensation

The Group operates an equity-settled,
share-based compensation plan. The fair
value of the employee services received
in exchange for the grant of the options
is recognised as an expense. The total
amount to be expensed over the vesting
period is determined by reference to the
fair value of the options granted, excluding
the impact of any non-market vesting
conditions (for example, profitability and
sales growth targets). Non-market vesting
conditions are included in assumptions
about the number of options that are
expected to become exercisable. At each
balance sheet date, the entity revises its
estimates of the number of options that
are expected to become exercisable.
It recognises the impact of the revision
of original estimates, if any, in the
income statement, with a corresponding
adjustment to equity.

The proceeds received net of any directly
attributable transaction costs are credited
to share capital (nominal value) and share
premium when the options are exercised.

Bonus plan

The Group recognises a provision for
bonuses where contractually obliged or
where there is a past practice that has
created a constructive obligation.

(All amounts in RMB unless otherwise stated)
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For the year ended 31 December 2008
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o

Provisions for legal claims are recognised
when: the Group has a present legal or
constructive obligation as a result of past
events; it is probable that an outflow of
resources will be required to settle the
obligation; and the amount has been reliably
estimated. Provisions are not recognised for
future operating losses.

Where there are a number of similar
obligations, the likelihood that an outflow will
be required in settlement is determined by
considering the class of obligations as a whole.
A provision is recognised even if the likelihood
of an outflow with respect to any one item
included in the same class of obligations may
be small.

Provisions are measured at the present value
of the expenditures expected to be required
to settle the obligation using a pre-tax that
reflects current market assessments of the
time value of money and the risks specific to
the obligation. The increase in the provision
due to passage of time is recognised as
interest expense.

Revenue comprises the fair value of the
consideration received or receivable for the
sale of goods and services in the ordinary
course of the Group’s activities. Revenue is
shown net of value-added tax, returns, rebates
and discounts and after eliminating sales within
the Group.

The Group recognises revenue when the
amount of revenue can be reliably measured,
it is probable that future economic benefits
will flow to the entity and specific criteria have
been met for each of the Group’s activities as
described below. The amount of revenue is not
considered to be reliably measurable until all
contingencies relating to the sale have been
resolved. The Group bases its estimates on
historical results, taking into consideration the
type of customer, the type of transaction and
the specifics of each arrangement.

(Al amounts in RMB unless otherwise stated)
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For the year ended 31 December 2008
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(a) Sales of goods
Sales of goods are recognised when a
Group entity has delivered products to the
customer, the customer has accepted the
products and collectability of the related
receivables is reasonably assured.

(b) Subsidy income/government grants
Subsidy income/government grants,
representing discretionary subsidies/
grants granted by various government
authorities, is recognised when received.

(c) Consulting income

Consulting income is recognised when the
total amount of revenue and costs arising
from the provision of services can be
estimated reliably and it is probable that
the economic benefits associated with the
transaction will flow in and the stage of
completion of the services provided can
be measured reliably.

(d) Interest income
Interest income is recognised on a time-
proportion basis using the effective
interest method.

Borrowing costs incurred for the construction
of any qualifying asset are capitalised during
the period of time that is required to complete
and prepare the asset for its intended use.
Other borrowing costs are expensed.

A financial guarantee (a kind of insurance
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 payments when due in
accordance with the original or modified terms
of a debt instrument. The Group does not
recognise liabilities for financial guarantees
at inception, but perform a liability adequacy
test at each reporting date by comparing its
net liability regarding the financial guarantee
with the amount that would be required if the
financial guarantee would result in a present
legal or constructive obligation. If the liability
is less than its present legal or constructive
obligation amount, the entire difference
is recognised in the income statement
immediately.

(All amounts in RMB unless otherwise stated)
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For the year ended 31 December 2008
HE-TT N\F+_A=1+—HILEE

BETHEBEFEHETEY a3LINIT dNOYD ITILXIL ONOHXIL

(]
N

Leases in which a significant portion of the
risks and rewards of ownership are retained by
the lessor are classified as operating leases.
Payments made under operating leases (net
of any incentives received from the lessor) are
charged to the consolidated income statement
on a straight-line basis over the period of the
lease.

Dividend distribution to the Company’s
shareholders is recognised as a liability in
the Group’s financial statements in the period
in which the dividends are approved by the
Company’s shareholders.

The Group’s activities expose it to a variety
of financial risks: foreign exchange risk, cash
flow and fair value interest rate risk, credit risk
and liquidity risk. The ongoing global financial
crisis which commenced in the middle of 2008
has resulted in, among other things, a lower
level of capital market funding, lower liquidity
levels across the banking sector, and, at times,
higher interbank lending rates and very high
volatility in stock and currency markets. The
uncertainties in the global financial markets
have led to bank failures and bank rescues in
the United States of America (‘USA”), Western
Europe and elsewhere. The global financial
crisis has also led to current or potential
recession in major economies. Indeed the full
extent of the impact of the ongoing financial
crisis is proving to be impossible to anticipate
or completely guard against.

The Group’s risk management focuses on the
unpredictability of financial markets and seeks
to minimise potential adverse effects on the
Group’s financial performance. The Group has
used derivative financial instruments to hedge
certain of its risk exposures on changes in
foreign currency exchange rates and interest
rates.

(Al amounts in RMB unless otherwise stated)
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For the year ended 31 December 2008
BE_TT N\F+-_A=+—HIFE

(a) Foreign exchange risk

(b)

The Group mainly operates in Mainland
China and Vietnam. Most of the Group’s
transactions, assets and liabilities are
dominated in RMB or United States dollars
(“USD”). Foreign exchange risk arises
from future commercial transactions,
recognised assets and liabilities and net
investments in foreign operations. The
Group is exposed to foreign exchange
risk primarily through transactions that
are denominated in a currency other than
the functional currency of the Company
and its subsidiaries. It manages its
foreign exchange risks by performing
regular review and monitoring its foreign
exchange exposures.

During the year, the Group’s exposure to
foreign exchange risk mainly arose from
its bank borrowings denominated in USD.
The Group’s management has entered
into forward foreign exchange contracts to
mitigate certain of the foreign exchange
risk exposure during the year (Note 18).

At 31 December 2008, if RMB had
weakened/strengthened by 6.4% (2007:
4.0%) against USD with all other variable
held constant, post-tax profit for the year
would have been RMB58,316,000 (2007:
RMB22,087,000) lower/higher, mainly
as a result of foreign exchange losses/
gains on translation of USD-denominated
pledged bank deposits, cash and cash
equivalents, trade and bill receivables,
trade and bill payables and borrowings.

Cash flow and fair value interest rate risk

Except for pledged bank deposits and
cash at bank (Note 13), the Group has no
significant interest-bearing assets. The
Group’s income and operating cash flows
are substantially independent of changes
in market interest rates. Management
does not anticipate significant impact
resulted from changes in interest rates on
interest bearing assets.

The Group’s interest-rate risk arises from
borrowings. Borrowings issued at variable
rates expose the Group to cash flow
interest-rate risk. Borrowings issued at
fixed rates expose the Group to fair value
interest-rate risk. As at 31 December
2008, approximately 7% of the Group’s
borrowings were at fixed rates and the
remaining were at floating rates.

(All amounts in RMB unless otherwise stated)
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For the year ended 31 December 2008 (Al amounts in RMB unless otherwise stated)
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BHE-ZT )/ \F+-A=1+—HLFE (BREAEFIREIN - FIESEAAREE)
(b) Cash flow and fair value interest rate risk (b) Bz wERAFEFERE
(Continued) (#&)
The Group manages certain of its cash REEFE BT S HEE B HE

flow interest rate risk by using floating-to-
fixed interest rate swaps. Such interest
rate swaps have the economic effect
of converting borrowings from floating
rates to fixed rates. As at 31 December
2008, the Group converted borrowings of
RMB57,411,000 (2007: RMB122,717,000)
from floating rates to fixed rates through
interest rate swaps (Note 18).

As at 31 December 2008, if interest
rates on USD-denominated borrowings
had been 0.55 percentage-points lower/
higher with all other variables held
constant, post-tax profit for the year
would have been RMB4,046,000 (2007:
RMB4,974,000) higher/lower, mainly as a
result of lower/ higher interest expense on
floating rate borrowings.
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Credit risk EEmR .
The Group has no significant AEBUESREFREFER

concentration of credit risk. The carrying
amounts of pledged bank deposits, cash
and cash equivalents, trade and bill
receivables and prepayments, deposits
and other receivables represent the
Group’s maximum exposure to credit risk
in relation to its financial assets.

Under the ongoing global financial crisis,
debtors of the Group may be affected by
the unfavourable economic conditions
and the lower liquidity situation which
could in turn impact their ability to
repay the amounts owed. Deteriorating
operating conditions for debtors may also
have an impact on management’s cash
flow forecasts and assessment of the
impairment of receivables.

The Group’s management performs
periodic credit evaluations/reviews of
its customers and ensure that sales are
made to customers with an appropriate
credit history. The Group places deposits
with major banks in Mainland China and
Hong Kong, and limits the amount of
credit exposure to any financial institution.

To lower the Group’s exposure to credit
risk, the Group may request deposits from
customers before delivery of goods. In
addition, most of the sales are covered by
letters of credit issued by banks. As at 31
December 2008, 82% (2007: 64%) of the
trade and bill receivables are covered by
letters of credit issued by banks.
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(c)

(d)

For the year ended 31 December 2008
HE-ZTZT)/\F+-A=+—HLFE

Credit risk (Continued)

The Group believes that adequate
provision for doubtful debts has been
made in the consolidated financial
statements. To the extent that information
is available, management has properly
reflected revised estimates of expected
future cash flows in their impairment
assessments.

Liquidity risk

Prudent liquidity risk management
includes maintaining sufficient cash and
the availability of funding through an
adequate amount of committed credit
facilities. The Group aims to maintain
flexibility in funding by keeping committed
credit lines available. Details of the
undrawn borrowing facilities available to
the Group are disclosed in Note 17 to the
consolidated financial statements.

The liquidity crisis under the ongoing
global financial crisis could affect the
ability of the Group to obtain new
borrowings and re-finance its existing
borrowings at terms and conditions similar
to those applied to earlier transactions.

As at 31 December 2008, certain of the
Group’s borrowings are subject to the
Group’s compliance with certain financial
performance indicators (Note 17).
Deteriorating operating performance may
affect the Group’s compliance with these
indicators and this will impact the Group’s
liquidity situation.

Management believes that they are taking
all the necessary measures to maintain
sufficient liquidity reserve to support
sustainability and growth of the Group’s
business in the current circumstances
and to repay outstanding borrowings
when they fall due. Currently, the Group
finances its working capital requirements
through a combination of funds generated
from operations and bank borrowings.

(All amounts in RMB unless otherwise stated)
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For the year ended 31 December 2008
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(All amounts in RMB unless otherwise stated)

(BREAFNAEN  FESHERAARKEE)

3. FINANCIAL RISK MANAGEMENT 3. BKERERE#)
(Continued) o
3.1 Financial risk factors (Continued) 31 MBEBREARE)

(d) TBHEZERE)
TR AEE KA R B
BREA - UL THRIAEE S
AR REREEREA O
BRISBREETON - KRAK

(d) Liquidity risk (Continued)
The table below analyses the Group’s
and the Company’s financial liabilities into
relevant maturity groupings based on the
remaining period at the balance sheet
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to the contractual maturity date. The %gggﬁﬁé\’é‘@ﬁ*%ﬁmﬁ
amounts disclosed in the table are the 2R
contractual undiscounted cash flows.
Between Between
Less than 1 and 2 and
1 year 2 years 5 years
DPR—F —EEWE MEERF
RMB’000 RMB’000 RMB’000
ARHFT ARHFT ANBEFT
Group r5E
At 31 December 2008 R-EENE
+=A=+-H
Borrowings & 522,607 289,807 264,460
Interests payments on borrowings & EER IS 33,521 17,423 60,948
Trade and bill payables ENESREEFE 631,068 = =
Other payables HAt A 172,237 = =
1,359,433 307,230 325,408
At 31 December 2007 R-BELF
+=B=+-H
Borrowings g 225,253 179,292 523,292
Interests payments on borrowings EEEMT S 52,644 48,108 63,290
Trade and bill payables [ENE S RERTE 467,502 - -
Other payables HivfERFHIE 95,705 - -
841,104 227,400 586,582
" Company N
m At 31 December 2008 R-BFNEF
5 t=A=t-A
3 Borrowings EE 189,234 215,077 167,300
= Interests payments on borrowings (S EER & 19,391 10,517 58,094
5 Due to subsidiaries B AR 128,511 = =
E Other payables HiErF0R 84,599 - -
A
% 421,735 225,594 225,394
2
£ At 31 December 2007 R-ZELE
5 t=A=+-A
>H Borrowings EE = 132,714 447 259
<1 Interests payments on borrowings & EERFIE 38,961 38,961 44,566
% Due to subsidiaries BB AR A 2,015 = -
Other payables H AR 14,436 = =
at
?; 55,412 171,675 491,825
ol



For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated)
BE_ZZ)\F+_A=+—HILEE (BRBAEFIAEN - FIESBEAARETE)
3. FINANCIAL RISK MANAGEMENT 3. MKEKRER®)
(Continued)
3.2 Capital risk management 32 E4RkERE
The Group’s objectives when managing REEERESHEEARERE
capital are to safeguard the Group’s ability to ERHESENREN - ARERE
continue as a going concern in order to provide MR AEMER A AR -
returns for shareholders and benefits for other W4 FFIRARE R B LUR D B AR
stakeholders and to maintain an optimal capital K o

structure to reduce the cost of capital.

In order to maintain or adjust the capital REFIFAREREE - RNEEK
structure, the Group may adjust the amount of SRABMBRRENRESE - AR
dividends paid to shareholders, return capital RIREBSNBITHRMD ARERE
to shareholders or issue new shares. % e

The Group monitors capital on the basis of net AEBENAEERGHRERER
gearing ratio. This ratio is calculated as total R o b EAEE AT D EIFR
borrowings less pledged bank deposits and TIFRIARIR & RIR & SEYIBR A
cash and cash equivalents divided by total IR AREmME o NEEZE
equity. The Group’s strategy is to maintain BARKFEEBELAEFNER
a net gearing ratio at a level acceptable by BUARAAEER FTERZERR
management and the relevant banks who TTRTEE AN 2 K -

granted loans to the Group.
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The gearing ratios are as follows: BEAGELANT
2008 2007
—EENF T LF
RMB’000 RMB’000
AREFT AR¥FTT
Total borrowings BERE 1,076,874 927,837
Less: pledged bank W BRI R
deposits and cash and BehReE
cash equivalents (Note 13) BEY(Ha13) (334,582) (210,388)
Net debt BEXIFEE 742,292 717,449
Total equity e 1BRE 1,228,382 1,075,751
Net gearing ratio FEEABLE 60% 67%
The decrease in gearing ratio during 2008 —EEN\FEEABLERDER 4
was a result of the increase in total equity —EFRN\FHOREANEREDR =
from profit of 2008 and the increase in cash %Eiﬂﬂ CUARREEEZREET >
balances generated from operations. £ - 2
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For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated)

HE_ZTZN\F+_A=1+—HIFE (BREAFNAEN  FESHERAARKEE)

3. FINANCIAL RISK MANAGEMENT 3. BKERERE#)
(Continued)
3.3 Fair value estimation 3.3 AVEME
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The fair value of financial instruments that are
not traded in an active market is determined by
using valuation techniques. The Group uses
a variety of methods and makes assumptions
that are based on market conditions existing
at each balance sheet date. Quoted market
prices or dealer quotes for similar instruments
are used for long-term debt. Other techniques,
such as estimated discounted cash flows, are
used to determine fair value for the remaining
financial instruments. The fair value of interest
rate swaps is calculated as the present value
of the estimated future cash flows.

The carrying value less impairment provision
of trade receivables and payables are
a reasonable approximation of their fair
values. The fair value of financial liabilities
for disclosure purposes is estimated by
discounting the future contractual cash flows at
the current market interest rate that is available
to the Group for similar financial instruments.

The Group makes reference to professional
valuations over the fair value of buildings.
The valuation is based on market conditions
existing at each balance sheet date.
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For the year ended 31 December 2008
HE-ZTZT)/\F+-A=+—HLFE

Estimates and judgments are continually evaluated
and are based on historical experience and other
factors, including expectations of future events
that are believed to be reasonable under the
circumstances.

The Group makes estimates and assumptions
concerning the future. The resulting accounting
estimates will, by definition, seldom equal
the related actual results. The estimates and
assumptions that have a significant risk of causing
a material adjustment to the carrying amounts of
assets and liabilities within the next financial year
are discussed below.

The Group’s management determines the
estimated useful lives and residual values and
consequently the related depreciation charges
for its property, plant and equipment. This
estimate is based on the historical experience
of the actual useful lives of property, plant and
equipment of similar nature and functions.
It could change significantly as a result
of technical innovations and competitors
action in response to sever industry cycles.
Management will increase the depreciation
charge where useful lives are less than
previously estimated lives, or it will write-off
or write-down technically obsolete or non-
strategic assets that have been abandoned
or sold. Actual economic lives may differ from
estimated useful lives, and actual residual
values may differ from estimated residual
values. Periodic reviews could result in a
change in depreciable lives and residual
values and therefore changes in depreciation
expenses in the future periods.

Property, plant and equipment and land
use rights are reviewed for impairment
whenever events or changes in circumstances
indicate that the carrying amount may not
be recoverable. The recoverable amounts
have been determined based on value-in-
use calculations or market valuations. These
calculations require the use of judgments and
estimates.

(All amounts in RMB unless otherwise stated)
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Management judgment is required in the area
of asset impairment particularly in assessing:
(i) whether an event has occurred that may
indicate that the related asset values may
not be recoverable; (ii) whether the carrying
value of an asset can be supported by the
recoverable amount, being the higher of fair
value less costs to sell or net present value
of future cash flows which are estimated
based upon the continued use of the asset
in the business; and (iii) the appropriate key
assumptions to be applied in preparing cash
flow projections including whether these cash
flow projections are discounted using an
appropriate rate. Changing the assumptions
selected by management in assessing
impairment, including the discount rates or
the growth rate assumptions in the cash flow
projections, could materially affect the net
present value used in the impairment test
and as a result affect the Group’s financial
position and results of operations. If there is
a significant adverse change in the projected
performance and resulting future cash flow
projections, it may be necessary to take an
impairment charge to the income statement.

Net realisable value of inventories is the
estimated selling price in the ordinary course
of business, less estimated costs of completion
and selling expenses. These estimates are
based on the current market condition and
the historical experience of manufacturing
and selling products of similar nature. It could
change significantly as a result of technical
innovations, changes in customer taste and
competitor actions in response to severe
industry cycle. Management reassesses these
estimates at each balance sheet date.

(Al amounts in RMB unless otherwise stated)
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For the year ended 31 December 2008
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The Group’s management determines the
provision for impairment of trade, bill and
other receivables based on an assessment
of the recoverability of the receivables. This
assessment is based on the credit history of
its customers and other debtors and current
market conditions, and requires the use of
judgements and estimates. Management
reassesses the provision at each balance
sheet date.

The Group is subject to income taxes in
several jurisdictions. Significant judgement
is required in determining the provision for
income taxes. There are many transactions
and calculations for which the ultimate tax
determination is uncertain during the ordinary
course of business. The Group recognises
liabilities for anticipated tax audit issues based
on estimates of whether additional taxes will
be due. Where the final tax outcome of these
matters is different from the amounts that were
initially recorded, such differences will impact
the income tax and deferred tax provisions
in the period in which such determination is
made.

Deferred tax assets relating to certain
temporary differences and tax losses are
recognised when management considers it is
likely that future taxable profits will be available
against which the temporary differences or tax
losses can be utilised. When the expectations
are different from the original estimates, such
differences will impact the recognition of
deferred tax assets and income tax charges in
the period in which such estimates have been
changed.

(All amounts in RMB unless otherwise stated)
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For the year ended 31 December 2008
HE-TTN\F+_A=1+—HILEE

(All amounts in RMB unless otherwise stated)

(BRRBIIAEI - FRASEAAREE)

5. SEGMENTAL INFORMATION 5. 2¥EEH
(a) Primary reporting — business segments (a) FEREFEX -—XEBDE
The Group operates in one business segment: REBEFRERE —ZEBoE &
manufacturing and sale of yarn, grey fabrics ERHEENR KA REEME -
and dyed fabrics. Accordingly, no analysis by Eit  WEZINEBHSEEHD
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business segments is presented. #r o
(b) Secondary reporting format — geographical (b) RERELR —ibig o %
segments
The Group mainly operates in Mainland China REEF Z A B KR &L
and Vietnam. & o
2008 2007
—EENF —ETF
RMB’000 RMB’000
AREFT AR¥FT
Sales EER
Mainland China H B KB 3,656,029 3,225,638
Vietnam i) 81,612 28,471
3,737,641 3,254,109

Sales is allocated based on the country where

EEBRDREBEERMNEZBRMD

the goods were shipped. fig -
2008 2007
—EENF —ET+F
RMB’000 RMB’000
AR¥FT ARMFIT
Segment results DEEE
Mainland China Hp B K e 230,437 296,526
Vietnam jis=g] 42,911 (3,943)
Macao SR P 17,517 6,376
Hong Kong BB (26,086) (19,667)
Operating profit Sy 264,779 279,292

Segment results is allocated based on the
location where operating companies are
situated.

DREETRBEE R ZMEN
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(All amounts in RMB unless otherwise stated)

(BRREFIAEN - FRIESEAAREHE)

5. SEGMENTAL INFORMATION (Continued) 5. 28&ER®)
(b) Secondary reporting format — geographical (b) REREFR - iRHE(E)
segments (Continued)

2008 2007
—EEN\FE —ETAF
RMB’000 RMB’000
AR T AREFIT

Total assets HEE
Mainland China EeEipN 2,140,520 2,126,672
Vietnam e 1,008,154 459,927
Macao SEPY 38,711 18,784
Hong Kong B 11,807 39,747
3,199,192 2,645,130

Total assets are allocated based on where the

REEDREBEEEZMEMLT D

assets are situated. fid o
2008 2007
—EENE —ETF
RMB’000 RMB’000
AR¥TFT AR¥TT

Capital expenditure BEXRRAX

Mainland China FR B K 112,564 193,134
Vietnam i 303,389 309,057
415,953 502,191

Capital expenditure is allocated based on

where the assets are situated.

BARXNRBEEMEZIT D
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For the year ended 31 December 2008
HE-TTN\F+_A=1+—HILEE

(All amounts in RMB unless otherwise stated)

(BREAINAEN  FESHERAARKEE)

6. LAND USE RIGHTS — GROUP 6.
The Group’s interests in land use rights represent
prepaid operating lease payments and their net
book value are analysed as follows:

+ b fiE AR — AN SR
AR 106 AR RS IR TR 4
BEFE - AREFESHWT :

2008 2007
—EENE —ETLF
RMB’000 RMB’000
AR¥TFT ARBTFT
Leases of between 10 to 50 years 10E50F ) HE
— In Mainland China — FA R B A B 96,088 83,812
— In Vietnam — R 20,394 20,810
116,482 104,622

R-ZEZNF+_A=+—8 @
FEARBZL(ZEELF : AR
4,704,0007T ) 9+ Hb (% F #E B AR {EAR

As at 31 December 2008, land use rights with a
net book amount of nil (2007: RMB4,704,000)
was pledged as collateral of the Group’s bank
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borrowings (Note 17).

SERITEENEMR R (ME17) -

2008 2007

—EENF —EFTLF

RMB’000 RMB’000

AR¥FT AEB¥TFT

Opening amount F4) 104,622 70,519
Additions NE 25,818 35,900
Disposals k= (12,175) =
Amortisation #in (1,783) (1,070)
Exchange difference b ZEFE - (727)
Closing amount FR 116,482 104,622
Cost B %N 121,915 109,451
Accumulated amortisation g £ (5,433) (4,829)
Net book amount BREVFE 116,482 104,622

Amortisation was included in cost of sales. BEDFTAHENA ©

RZZZENFE+_B=+—8 ' i
BHEBEAARE10,082,000T (==
+4F : AR¥10,082,0007T) * BRAA
R #59,269,0007T( —2Z+44 : ARK
59,269,0007T ) sk 2= 7 I His A 2 AR HURAY
HERA BT B A R #549,187,000T( =&
T+ AR%49,187,0007T) °

As at 31 December 2008, land use rights of
RMB10,082,000 (2007: RMB10,082,000) consisted
of cost of RMB59,269,000 (2007: RMB59,269,000),
less related government grant of RMB49,187,000
(2007: RMB49,187,000) which was deducted from
the acquisition cost.
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For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated)

HE_TZEN\F+_A=1+—HILFE (BREAHNAEN  FIESHERARKEE)

PROPERTY, PLANT AND EQUIPMENT 7. X - -BERRBE-FEBER

— GROUP AND COMPANY ¥/
Group REE
Machinery  Furniture Con-
and and Motor  struction
Buildings equipment  fixtures  vehicles in-progress Total

BT HERRKE HFARKE AE ERIRE fazt
RMB000  RMB'000  RMB'000 ~ RMB'000  RMB'000  RMB'000

ABBTFT ARMTrT ARBFT ARETT ARBFT ARETT
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At 1 January 2007 R=Z28LE
-fA-H
Cost or valuation ARG (E(E 219793 679,067 8,797 10,751 65002 983410
Accumulated depreciation 2:HE (15077)  (138,613) 2,751) (2,912) - (159,353)
Net book amount FEFE 204716 540,454 6,046 7,839 65,002 824,057
Year ended 31 December 2007 HZE_ET+LE
+ZA=1-H
LEE
Opening net book amount FNERFE 204716 540,454 6,046 7,839 65002 824,057
Additions AE 2,894 33,147 3,055 935 409982 450,013
Transfers k] 89,685 197,116 = - (286,801) =
Revaluation (Note 16) B (f1316) 6,693 - - - - 6,693
Disposals b= (1,744) (8472) (64) = - (10,280)
Depreciation ik (8,726)  (60,369)  (2332)  (1,112) - (72539)
Exchange difference EXES (1,725) (5,228) (26) (18) (3,404)  (10,401)
Closing net book amount FREAFE 291793 696,648 6,679 7644 184779 1,187,543
At 31 December 2007 R-EE8tE
+=A=t-H
Cost or valuation AT A 315421 888,054 11,749 11,409 184779 1411412
Accumulated depreciation ZEHE (23628) (191406)  (5070)  (3,765) - (223869)
Net book amount REFE 291793 696,648 6,679 7644 184779 1,187,543
Year ended 31 December 2008 HZ-EEN\EF
+=A=1-H
JI:355
Opening net book amount ENEEFE 291793 696,648 6,679 7644 184779 1,187,543
Additions RE 8,148 2,552 3442 209 375784 390,135
Transfers fr 78,818 53,073 = - (131,891) = >
Disposals e (5,223)  (10,013) (258) (442) - (15936) =
Depreciation E (14175)  (76362)  (2210)  (1,784) - (94531) =
)
Closing net book amount FREAFE 359,361 665,898 7,653 5627 428672 1467211 g
P
At 31 December 2008 HNogBNE S
+=A=t+-H S
Cost or valuation AT E 395,380 932,108 14,852 10666 428672 1,781,678
Accumulated depreciation ZEHE (36,019)  (266210)  (7,199)  (5,039) - (314,467) jm;
]
Net book amount REFE 359361 665,898 7,653 5627 428672 1,467,211 4,;
-+
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Buildings with net book amount of RMB273,284,000
(2007: RMB291,793,000) were stated at open
market value at 31 December 2007, based on a
valuation performed by DTZ Debenham Tie Leung
Limited, an independent firm of qualified valuers.
The revaluation surplus, net of applicable deferred
income tax liabilities, was credited to revaluation
reserve in equity (Note 16).

During the year ended 31 December 2008,
depreciation of RMB83,925,000 (2007:
RMB65,526,000) was included in cost of sales,
RMB88,000 (2007: RMB27,000) was included in
selling and distribution costs and RMB10,518,000
(2007: RMB6,986,000) was included in general and
administrative expenses.

During the year ended 31 December 2008, finance
cost of RMB6,275,000 (2007: RMB2,524,000) was
capitalised as part of property, plant and equipment
at a rate of 6.1% (2007: 6.4%) per annum (Note
26).

As at 31 December 2008, property, plant and
equipment of approximately RMB311,700,000
(2007: RMB46,007,000) were pledged as collateral
of the Group’s bank borrowings (Note 17).

If buildings were stated on historical cost basis, the
amounts would be as follows:

Cost PR
Accumulated depreciation ZEthE
Net book amount REFE

(Al amounts in RMB unless otherwise stated)

(BRBBHNAESN - IBEEEAARBEE)

@T)ﬁﬁi BIRIEERREERITER

RElETHEE Eﬁﬁ@@ﬁj/\&ﬁ%
273,284,0007_5(_ T LF AR
291,793,00070) EFUR T+ F
+TZA=T—HHEHEEYIER - EHA%
HBREANELEESRAas st ARK
R E (R (FE16) o

REBEZE-_ZEZN\F+_A=+—HLHF
Z - /\Eﬁgssgzsooomf??ti
AR #65,526,0007T) K478 FI S B A8
ERAFT - ARES8,000/t(=ZTF
+&F : AR¥E27,0007T) T ERSZER
SHE koMY R AR%10,518,0007T
—TE+F : AR¥6,986,0007T) KT
ERXER—MEITHRAS R -

REE_ZEENF+_A=+—HILHF
[E - EERAKNARYES,275,0007T( ==
THF : AR#2,524,0007T) 2 &A1
BY¥E  BEREEZIHG  REEE
TR EA%(Z BT  6.4%) °
(Pt5E26)

R_ZEZENF+_A=+—HHWE

F%& S 49 A R#311,700,0007T (=
T4 . AR¥46,007,0007T) I

EZK%I%TE KE IR G (P RE17) -

8 F AR £ RNAESER - & s
T

2007
—ETLF
RMB’000
AR¥Fr

254,629
(18,547)

236,082



For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated)

HE_TZEN\F+_A=1+—HILFE (BEAINAEN  FIELERAARKE)

PROPERTY, PLANT AND EQUIPMENT 7. ¥% . BERSZE - AEER
— GROUP AND COMPANY (Continued) KRAF ()

The analysis of the cost or valuation of the above DA FBERRASKEESHTT
assets is as follows:

Machinery  Furniture Con-

and and Motor  struction
Buildings equipment  fixtures  vehicles in-progress Total
BY HBERRE HAREE RE  HEIR @zt
RMB’000  RMB’000  RMB’000  RMB’000 RMB’000  RMB’000
ARBTE AREFR ARETT AREFT AREFT AREFZ
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At 31 December 2008 R-BENF
+-B=1-H
At cost ‘KA 86,966 932,108 14,852 10,666 428,672 1,473,264
At valuation - REE-R=TT+5F
31 December 2007 +-A=t+-8 308,414 - - - - 308,414
395,380 932,108 14,852 10,666 428672 1,781,678
At 31 December 2007 R-EBtE
+-B=t-H
At cost R A - 888,054 11,749 11,409 184,779 1,095,991
At valuation - REE-R_TTLF
31 December 2007 +-A=t-H 315,421 = = = - 315421
315,421 888,054 11,749 11,409 184,779 1,411,412
Lease rental expense of RMB12,751,000 (2007: FAHEEFRMEBNESHIARE
RMB8,634,000), relating to the lease of buildings 12,751,000T ( —Z=Z+ 4 : 8,634,000
and machinery, was included in cost of sales (Note T0) B ASHER A (Mi5E24) ©
24).
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For the year ended 31 December 2008
HE-TTN\F+_A=1+—HILEE

7. PROPERTY, PLANT AND EQUIPMENT 7.

(All amounts in RMB unless otherwise stated)

(BRRBIIAEI - FRASEAAREE)

ME - BERKRE-FEER

— GROUP AND COMPANY (Continued) /NI )
Company NN
Furniture and
fixtures
ERRRESE
RMB’000
ARMFIT
At 1 January 2007 R-ZEE+HF—H—H
Cost RN 1,206
Accumulated depreciation 2t E (416)
Net book amount BREFE 790
Year ended 31 December 2007 BEZE-_ZZtF+-A=1+—HILEE
Opening net book amount FHREFAE 790
Additions NE 20
Disposal & (64)
Depreciation e (196)
Net book amount BREFE(E 550
At 31 December 2007 R-ZBZBtHF+=-HA=t+—H
Cost BN 1,149
Accumulated depreciation 2:HTE (599)
Net book amount BREFE(E 550
Year ended 31 December 2008 BE-_ZZ)\E+-A=+—HILEE
Opening net book amount FHREFAE 550
Depreciation e (165)
Net book amount BREEE 385
At 31 December 2008 R-BZENF+=-B=+—H
Cost 7S 1,149
Accumulated depreciation 2:HTE (764)
Net book amount BREFE(E 385




For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated)

HE_TZEN\F+_A=1+—HILFE (BEAINAEN  FIELERAARKE)

INVESTMENTS IN AND AMOUNTSDUE 8. RHiIBATIMIREREW FE
FROM/TO SUBSIDIARIES — COMPANY B A BRIE—ARAF
Company
RAF]
2008 2007
—EENE T F
RMB’000 RMB’000
AREFT AR¥FT
Unlisted shares, at cost RRAIRAIE ETRG 246,989 246,989
Due from subsidiaries FEURBT B A FIFRIE
— non-current portion (Note(a)) —JERNEAER S
(Hiit(a) 613,950 579,973
860,939 826,962
Due from subsidiaries FEUR BT B A FIFRIE
— current portion (Note(b)) —BNERER 0 (H75E (b)) 408,326 312,401
Due to subsidiaries (Note(b)) e B A FIFIA
(Hia(b)) 128,511 2,015
Notes: Hiaz -
(a) Amounts due from subsidiaries represent equity (@) REUWFHERBFIEEAR R MHERF
funding by the Company to the subsidiaries and REZBRAESR » WREBAARHER
are measured in accordance with the Company’s MEBARCIREZ @FTHENE - A&
accounting policy for investments in subsidiaries. BERAREE ©

They are unsecured and non-interest bearing.

(b) The amounts due from/to subsidiaries are (b) FEUFERMIEARREAEER - &
unsecured, non-interest bearing and are repayable BHEAER—FNEE -

within one year.

Particulars of the principal subsidiaries of the ARFERHE QR FERRHESS
Company are set out in Note 35.

INVESTMENT IN AN ASSOCIATE — 9. RBEARREA-FKHE
GROUP
2008 2007
—EENE —EBEF
RMB’000 RMB’000
AR¥FT AR¥For
Share of net assets of DI IEETHEEE N E]
unlisted associate (Note (a)) BEFENEE) 34,381 43,608
Goodwill (Note (b)) PSR (ff22(b)) 191 191

34,572 43,799
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For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated)
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9| 9. INVESTMENT IN AN ASSOCIATE - 9. RBEQARIRE - FEE»)

m GROUP (Continued)

= (a) Movement of share of net asset attributable (a) FAXEEEGLEEEFRESTN
(o] to the Group: T:

-

I

m 2008 2007
Q —EEN\F —ETLF
= RMB’000 RMB'000
8 AR¥FT ARBTFT
=

O Opening amount F4) 43,608 =
> Acquisition Yebs - 28,119
g Capital contribution EE 7,739 12,311
= Share of (loss)/profit 2ME(E18),/&5F (16,966) 3,178
4

Iz> Closing amount FR 34,381 43,608
(o)

>

UI-) (b) Movement of goodwill: (b) BHEZBMT :

-

L 2008 2007
z S = =
E RMB’000 RMB’000
|

ARKFT AR FT

Opening amount F4] 191 =
Acquisition g4 - 191
Closing amount FR 191 191
Impairment assessment of goodwill BRE R EFT L

Goodwill is attributable to Nantong Textile PR TR B F 3B A Ak AR AR [ A A
Group Co., Ltd., which is considered to be ABRAT  ZARIGRIERE R
a single cash-generating unit (“CGU”). The eEABN([REELESBM]) -

ETHEBEFEHFY a3LINT dNOYD FTILXIL DNOHXIL

-
o
o

recoverable amount of goodwill is determined
based on the value-in-use calculation, using
cash flow projections based on a three-year
financial budget approved by management.
The financial budget is determined according
to past performance and management’s
expectation for the market development. The
pre-tax discount rate used in the value-in-use
calculation is approximately 10% per annum,
which reflects specific risks relating to Nantong
Textile Group Co., Ltd..

BB R IREE R EER
BEIE(RAAEEEHEN=F
MBAEREEFHMNRERER
AEE - MBRERBEEER
EEEHTISERNBRAIMEL -
& REEFTEEMBNBAIIAE
KL R10% » ZAEIRE R IR R
MBEREESERERAR A
BV RERR o



For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated)
HE-ZTZT \G+-A=+—HILLFE (BEAINAEN  FIELERAARKE)
9. INVESTMENT IN AN ASSOCIATE - 9. REBEQNTRE -—FEE @)
GROUP (cContinued)
(c) Particulars of the associate, which is (c) FEMBEQNRFMAERMT :

unlisted, are as follows:

Place and date
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of incorporation Principal activities Particulars of
and kind of and place of issued share
legal entity operations capital
Name a2 Ave: kY FEER BRT Interest
BENRER BENREEERER REEBH R E G E
RMB’000
AR¥Fr
Nantong Textile Group ~ Nantong, Mainland China, ~ Manufacturing and 116,375 37%
Co., Ltd. 11 September 2002 sales of top-grade
BB RER S limited liability company textile knitting products
ABRAT lEpN G and garments
NAT—R BEREELR  BERFERSHEER
R
(d) The Group’s share of revenue, (loss)/profit for (d) REDZIIAGABRRENEER
the year, assets and liabilities of the associate, BROAEES(EKE FE(S
which have been included in the consolidated B) BN RBEAREERE
income statement and balance sheet using BT

equity method, are as follows:

2008 2007
—EEN\FE —ETF
RMB’000 RMB’000
AR FT AR T
Revenue Wzs 155,993 38,996
(Loss)/profit for the year FE () HF (16,966) 3,178
Non-current assets JEMBNEE 105,799 101,718
Current assets MEEE 36,663 48,150
Current liabilities REBEE (56,042) (49,583)
Non-current liabilities JERBEE (52,039) (56,677)
34,381 43,608

10. INVENTORIES - GROUP 10. ZE—FKE .

z

2008 2007 §

—EENE ZETF =

RMB’000 RMB’000 r’,’l

AR Fr AR¥Fr 3

bl

Raw materials BE 397,946 419,218 N

Work-in-progress R 47,070 54,088 S

Finished goods BURK 245,010 178,593 |

[

690,026 651,899 3
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For the year ended 31 December 2008
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(All amounts in RMB unless otherwise stated)

(BREAINAEN  FESHERAARKEE)

10. INVENTORIES - GROUP (Continued) 10. FE—F&E (%)
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In 2008, the Group recorded additional provision for
inventory obsolescence of RMB6,843,000 (2007:
reversed provision of RMB3,781,000) (Note 24).
This amount has been included in cost of sales.

As at 31 December 2008, there were floating
charges over certain of the Group’s inventories of
RMB47,752,000 (2007: RMB14,604,000) to secure
certain of the Group’s bank borrowings (Note 17).

. TRADE AND BILL RECEIVABLES -
GROUP

R-ZENF  AEERREFEHSE
FIMNEE N R#56,843,000T( — T+
OB AR 3,781,0007T) (MY
24) o WS BIEEEERAR -

R-BENE+-A=+—HB AR
¥ 47,752,000 ( — T +F : AREE
14,604,0007T) 77 & F B2 2 F1EAR
EERTRITEENER(HF7)

. BRESREBRE-FEE

2008 2007

—EE\F R

RMB’000 RMB’000

AR¥TFT ANRB¥T T

Trade receivables JEWE 5 FRIE 85,354 132,019
Less: provision for impairment R EREE (7,230) (4,618)
78,124 127,401

Bill receivables FEURE B 5RIE 385,989 237,431
464,113 364,832

The fair values of trade and bill receivables
approximate their carrying amounts.

As at 31 December 2008, bill receivable of
approximately RMB 81,821,000 (2007: Nil) was
pledged as collateral for issuance of letter of credits.

The Group generally grants credit terms of less than
90 days to its customers. The ageing analysis of the
trade and bill receivables is as follows:

FEWE 5 R EBEFAN AN FERIER
=

R-ZBZNE+_F=+—H EKE
EIEH ARE81,821,000T ( —ZEZ
+F T ) BfEERA - (EABTH{ERT
A e

REERTHEFPHEEH—KRR0H
A o EIE 5 R RIE IR R BR e 5 AT 10
T

-
= 2008 2007
S —EE\E  —TTLE
‘-_" RMB’000 RMB’000
o AREFIT ARMEFIT
e

m 0 to 30 days 0BZ30H 281,255 287,068
3 31 to 90 days 31H£90H 107,647 38,459
S 91 to 180 days 91H £180H 75,692 32,277
= 181 days to 1 year 181HE1F 1,551 2,401
g Over 1 year 1A 5,198 9,245
m

o

H 471,343 369,450
= Less: provision for impairment B ORERE (7,230) (4,618)
313

% Trade and bill receivables — net JEWE 5 R EBFIE

—REE 464,113 364,832
il

>
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-
o
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For the year ended 31 December 2008
BE-TZT/\F+-_A=1+—HILFE

(All amounts in RMB unless otherwise stated)

(BREAHNAEN  FIESHERARKEE)

11. TRADE AND BILL RECEIVABLES - 11. F?'—Iﬁl%-’i% REBRE-FEE

GROUP (Continued)

There is no concentration of credit risk with respect
to trade and bill receivables, as the Group has a
large number of customers.

As at 31 December 2008, included in the trade
receivables was amounts due from related parties
of nil (2007: RMB4,485,000) (Note 34).

Trade receivables that are less than 90 days past
due are generally not considered impaired, which
amounted to RMB464,024,000 as at 31 December
2008 (2007: RMB358,656,000). As at 31 December
2008, trade receivables past due by more than
90 days of RMB89,000 (2007: RMB6,176,000) is
considered not to be impaired. These relate to a
number of customers for whom there is no recent
history of default. The past due ageing analysis of
these trade receivables is as follows:

g

MAAEEEEANES  WEKES
4 A R S R o

R-EENE+-_A=1t—HEKES
RIEREEEKEESRBARKS T
(ZZZ+F : AR¥4,485,0007T) (Ft
£¥34) ©

BT E0R 2 B E ZFE R TE
RERE RZFFNFTZA=1—
AR S5 &S ARK464,024,0007C(—F
T4 : ARM358,656,0007T) ° M=
ZENFL_A=+—H  KERA/E
BB Z B HI0 B A E R E BB
AR¥89,000(=FF+F : ARK
6,176,0007T) ° &4 F &R % I Sl It &
BRI ZZBEF - ZFREEZR
EREHRER DT

2008 2007

—EEN\FE T

RMB’000 RMB’000

AREFT ARHFTT

91 to 180 days 91H=E180H 89 3,072
181 days to 1 year 181BE1F - 2,276
Over 1 year 184 - 828
89 6,176

As at 31 December 2008, trade receivables of
RMB7,230,000 (2007: 4,618,000) were impaired
and had been fully provided for. These receivables
relate to a number of customers, including
customers in unexpected difficult economic
situations. The past due ageing of these receivables
is as follows:

RZEZENF+_A=+—8 " EK
B 5 IE ANR7 230,000t ( — 22+
F : 4,618,0007T) ESREY B E2 M #
- ZERBFEFSRZERF B
HIRTERAIINEBERE 2 RF - 2 Sk
WRIE 2 B ERRRER D AT ZA R ¢
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2008 2007
e S >
RMB’000 RMB’000 z
ARETFT ARMTFT >
A
91 to 180 days 91HZ=180H 1,381 43 m
181 days to 1 year 181BE14 651 30 <
Over 1 year 1F A E 5,198 4,545 o
(=}
(=]
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ﬁ For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated)
g BE-_ZZN\E+-A=+—RHItEE (B 5B5IBEEN - ESBEAAREE)
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3 11. TRADE AND BILL RECEIVABLES - M. ERESREERE-FEE
m GROUP (Continued) ()
= Trade and bill receivables are denominated in the AT EEDIRAERE S R EEFE
(o] following currencies: A
7
m 2008 2007
0 —EENE —ETLF
= RMB’000 RMB'000
8 AR¥EFT ARMFIT
=
O RMB AR 458,960 336,898
> United States dollars %7 12,383 32,552
m
= 471,343 369,450
Z
>
(z) Movements of the provision for impairment of trade fEURE SRR ERBEBIT ¢
> receivables are:
=
(/7]
;' 2008 2007
= —EEN\E —ETF
E RMB’000 RMB’000
g AR¥EFT ANRB¥TFT
- At 1 January m—H—H 4,618 3,901
Provision reversed when B UGRIE
the related receivables Uit [0 PRy 788 o] $8 45
were collected (356) -
Provision for receivable impairment FEMGRIE R E B 2,968 717
At 31 December R+=—B=+—H 7,230 4,618

ETHEBEFEHFY a3LINT dNOYD FTILXIL DNOHXIL

-
o
H

The creation and release of provision for impaired
receivables have been included in general and
administrative expenses. Amounts charged to the
allowance account are written off when there is no
expectation of receiving additional cash.

The maximum exposure to credit risk at the
reporting date is the fair value of trade and bill
receivables.

RN BERERERRFRBEEEIIA
—REITHAX o EFRHAREKRINEI
Rl - RPN SR 5

#H °

RAHERH  AEEEHNKZAEE
R REYNE S EREFAAFE -



For the year ended 31 December 2008
BE-TZT/\F+-_A=1+—HILFE

(All amounts in RMB unless otherwise stated)

(BEAINAEN  FIELERAARKE)

12. PREPAYMENTS, DEPOSITS AND

12. ENRE - B2 R HMERE
OTHER RECEIVABLES - GROUP AND E

R—AEERAAT

COMPANY
Group Company
REHE AT
2008 2007 2008 2007
BN\ ZETtFE ZZTENF ZZTTLtHF
RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFT AREFT ARETFT
Prepayments for B R EH
purchase of raw materials SEUEeE 69,418 63,036 - -
Deposit for acquisition of U i L {0 PR
land use right ZIRE 11,000 2,131 - =
Staff advances BTEX 752 2,584 93 94
Value-added tax recoverable  FEIRIZ(ET 169 5,160 - -
Prepaid expenses BRFAX 645 1,703 - 608
Deposits b 1,062 1,137 - 9
Other receivables Hifb e EIE 4,305 2,689 - 6
87,351 78,440 93 717
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The fair values of prepayments, deposits and other
receivables approximate their carrying amounts.

R-BEENE+-_A=+—H 5T A
RezRKRBERNRREBEBAARE
4,122,000 C( — =T +F : &) (M
34) °

BERRTERRESRES
Z{EY) — A EERAA T

Included in deposits were amount due from an
associate of RMB4,122,000 as at 31 December
2008 (2007: Nil) (Note 34).

13. PLEDGED BANK DEPOSITS AND CASH 13.
AND CASH EQUIVALENTS - GROUP
AND COMPANY

Group Company
rEE NG|

2008 2007 2008 2007

—EEN\F ZTTtE —ZZN\F ZTTtF

RMB’000 RMB’000  RMB’000 RMB’000

ANEETFT AREFT AEETFT ARETT
Pledged bank deposits BHIRRITER 21,570 10,773 - = E
Cash at bank and in hand RARFERS 313,012 199,615 3,568 1,639 S
2
334,582 210,388 3,568 1,639 -
8
2
As at 31 December 2008, the weighted average RZEBEENF+_A=+—H B S
effective interest rate on pledged bank deposits and WHRTEAREMBITER Z INEE 3
other bank deposits was 0.4% (2007: 0.7%) per HEREREEE0L%( BT +F "
annum. The pledged bank deposits have maturities 0.7%) - DAEMIBITER T FR AT W
of 75 days at inception (2007: 75 days). S HE#EET75B (= FZF 1 75H) “
=
Bl
-l

-
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For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated)

HE-TZ ) \F+-A=+—HLEE (BRRAINAEN  FESHERAARKEE)

13. PLEDGED BANK DEPOSITS AND CASH 13. EEHRITERERERE S

AND CASH EQUIVALENTS - GROUP EEY -FEKERAQF (@)
AND COMPANY (Continued)
Pledged bank deposits and cash and cash EEARTERLRE KR EEEDH
equivalents are denominated in the following SHEEBHT
currencies:

Group Company

AEE NN

2008 2007 2008 2007

“2BNE ZTTHHE —BR\F —TTLHE
RMB000  RMB'000  RMEB000  RMB'000
ARETT ARETT ARETT ARETFT
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RMB ARE 261,794 100,160 - =
United States dollars EH 70,413 105,968 3,330 6
Hong Kong dollars BT 1,054 1,902 238 1,633
Vietnam Dong A 1,196 2,212 - =
Others Hh 125 146 - =

334,582 210,388 3,568 1,639
Majority of the cash and cash equivalents are REMDIRE RIS FEWF R BERRE
deposited with banks in Mainland China. The R17 - BARBHEZERELRBEAMD
conversion of the RMB denominated balances B REESEL P AERESTE
into other currencies and the remittance of funds B K Bk BR AT 8445 75 B SINE B 51 2 4R Bl K.
out of Mainland China are subject to the rules and ]l -

regulations relating to foreign exchange controls
promulgated by the Mainland China Government.
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For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated) ﬁ
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14. SHARE CAPITAL — GROUP AND 14. BRAEA—-FKEBERADQTF 9,
COMPANY m
-
Ordinary shares of o
HK$0.1 each =
BRABIBTHNTER m
Number of (o]
shares o
Z
RH#E 8
Note ’000 HK$°000 RMB’000 -
/i3 Fi2 FET ARETFT O
>
A N . m
Authorised: EE o
=l
At 31 December 2007 and 2008 ~ RNZET+ER Z
—ETNE Jz’
+=A=+-A 4,000,000 400,000 5
>
Issued and fully paid: BEIKER ;
-
At 1 January 2007 W-EEtf¥-H—-H 872,000 87,200 92,842 E'
Issue of shares upon BTG 4 E
exercise of share options IR 15(i) 1,200 120 116 m
Issue of shares for AN &
acquisition of an associate BIIRG 10,655 1,066 1,032
At 31 December 2007 RZZZLF
+-HA=+—-H 883,855 88,386 93,990
At 1 January 2008 R-EEN\E-F—H 883,855 88,386 93,990
Issue of shares upon INEREET A
exercise of share options TR 15(i) 826 83 74
At 31 December 2008 R-EZNE
+=RA=+-H 884,681 88,469 94,064
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For the year ended 31 December 2008
HE-TTN\F+_A=1+—HILEE

15. SHARE OPTIONS - GROUP AND

(All amounts in RMB unless otherwise stated)

(BR=AEHNAE

B SHNAARKEE)

15. BRE-AKERELQT

COMPANY

U

Pre-IPO Share Option Scheme

On 21 November 2004, the Company
granted 4,342,000 options to certain senior
management of the Group under a Pre-
IPO Share Option Scheme to subscribe for
shares in the Company at HK$0.69 per share,
exercisable over the period from 9 June 2005
to 8 June 2008. The Group has no legal or
constructive obligation to repurchase or settle
the options in cash.

The fair value of the options determined
using the Black-Scholes valuation model was
RMB433,000. The significant inputs into the
model were share price of HK$0.69 per share
at the grant date, exercise price shown above,
standard deviation of expected share price
returns of 30%, expected life of options of half
year, expected dividend paid out rate of zero
and annual risk-free interest rate of 2.88%. The
volatility measured at the standard deviation
of expected share price returns is based on
expected share prices over the year after the
Group’s initial public offering.

Movements in the number of share options

(i)

BIR AR ERERETE

R-ZEEWNF+—A=_+—8"
AABBEERAREERNER
EEmETAEESREEE
& 114,342,000 B R #E - LAIR &
1%0.69/8 0 2 B RBEARR] 2%
5 W EBREAAR_ZETRFN
ANBZE T N\EFXA//N\BHH
17 - AEBEWEEERERET
LAZR 4 BE [0l s B (B R AR AE o

MAN = -SRI EEREAREE
K HE AR N B B A R 433,000
T ZBEANEEL2H A PR
i BB ERL0.69/8 T « HiliiTfE
8 - TEHIIR B RIZAEZE30% * T8
HARE IR RE AR HR0.54F - FEERAR B (A
WMEERTBFZRKFE2.88% ©
T8 HAR% B 0] SRIZ 2 2= 1R IR T IR AR
EEHRAFEERFANIBRR
BoMETHE -

ARTTEERE A IE 2R B M EL AR Rt

outstanding and their related weighted average FETEENESIT -
exercise prices are as follows:
2008 2007
—EENF ZETHF
Average Average
exercise exercise
price in price in
HK dollar Options HK dollar Options
per share (thousands) per share (thousands)
FHTRE BiE PETEE Rk
(BRAET) () (BRET) (F17)
At 1 January R—A—H 0.69 3,142 0.69 4,342
Exercised B1718 0.69 (826) 0.69 (1,200)
Expired EEm 0.69 (2,316) = =
At 31 December R+t=B=t+-H - - 0.69 3,142




For the year ended 31 December 2008
HE-ZTZT)/\F+-A=+—HLFE

Pursuant to a shareholders” resolution
passed on 21 November 2004, the Company
adopted a share option scheme (“the Share
Option Scheme”), which will remain in force
for a period of 10 years up to November
2014. Under the Share Option Scheme,
the Company’s directors may, at their sole
discretion, grant to any employee, director,
supplier of goods or services, customer, person
or entity that provides research, development
or other technological support to the Group,
shareholder and adviser or consultant of the
Group to subscribe for shares in the Company
at a price of not less than the higher of (i) the
closing price of shares as stated in the daily
quotation sheet of the Stock Exchange on the
date of the offer of grant; or (ii) the average
closing price of shares as stated in the daily
quotation sheets of the Stock Exchange for the
five trading days immediately preceding the
date of the offer of grant; and (iii) the nominal
value of the share. A nominal consideration of
HK$1 is payable on acceptance of the grant
of an option. The maximum number of shares
which may be issued upon the exercise of
all outstanding options granted and yet to be
exercised under the Share Option Scheme
and any other share option scheme adopted
by the Group from time to time must not in
aggregate exceed 30% of the share capital of
the Company in issued from time to time. At 31
December 2008, no options had been granted
under the Share Option Scheme (2007: Nil).

(All amounts in RMB unless otherwise stated)

(BRBBTNAESN - FIEEBAARBEE)

BER-_ZTZTNF+—A=1+—H
BBAZBRERZER  AAFCEH
FERR A —IEBE AR AT 2 ([ BB R Rt
2 REE-_ZT—ME+—A
I+ FEEBNERE R - RIRER
B:tE > ARREZT2EBEBR
ErEES TF - ERsIRGHE
o BE - BASEIRENR - B
Bt E MM ENEAAREE
BREREAEEBEMSEDARLE
AEHE - LARRBEAR R AIRRD - B
TMERTIE®REE - ((REEESH
AHEB RSB REXRY A
BDWHE : SRR BEREE
HBE PRI R ER S AN EE
RERFYE R FHURTE
(i) P EE - BT EEN
BEREMFLBREZORIA -
TE BB AR AT B R 255 B TS R AN Y
R EABRERRAE ST EIA TR AR
MARTTE B EE T ER R T
BITHRMDEE A5 T ERBAR
AR E BITIRAAI30% c R=F
TENF+-_A=1+—H  BEBERK
EREEREFERE(ZEE
F ) o
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For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated)

HE_ZTZN\F+_A=1+—HIFE (BREAINAEN  FESHERAARKEE)

16. OTHER RESERVES — GROUP AND 16. Hittfd# e — A EBRAE AT
COMPANY
Group
%8
Re-  Trans-
Share  Capital Statutory valuation lation  Retained
premium  reservel reserves reserve  reserve  earnings Total

RORE EXfE0 EEREY EfRE EXRE REEN it
RMB'000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ABRTT ARBTT ARRTT ARBTL ARBRFT ARRFT ARKTFR
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At1 January 2007 RBELE—A-H 175817 162,041 79,667 29,466 - /16 768,807
Issue of shares upon R RER
exercise of share options Bkt 686 - - - - = 686
Issue of shares for NG
acquisition of an associate B{Tike 12278 - - - - - 12218
Surplus on revaluation of BFERRS
buildings
~gross (Note 7) -E8W#7) - - - 669 - - 669
— deferred income tax —EAEAEH
(Note 19) (H319) - . - (8 - - (1)
Transfer to statutory reserves ~ EAZAFRE - - 31504 = - (31,504) -
Transfer from revaluation ERERGRED
reserve to retained eamings RE BT
- qross -8 - - - (2043) - 2043 -
— deferred income tax —ERE{EH
(Note 19) (H3t19) - - - 188 - (1.886) .
188,781 162,041 111171 34,254 - 290469 786,716
Profit for the year EERA = = = = - W17 81717
Dividend paid BARE S - - - - (35084)  (35044)
Currency translation differences  [E5 %% - - - - (7,688) - (7,688)

Balance at 31 December 2007  R=ZZ+E+=f
=+ B 188,781 162,041 111,171 34,254 (7688) 493202 981,761

At1 January 2008 WZEE\F-A-H 188781 162040 111,171 34,254 (7,688) 493202 981,761
o Issue of shares upon RiTRERER
E exercise of share options ikt 437 - - - - = 437
S Transfer to statutory reserves ~ EAZAFRE - - 831 = - (23317 =
® Transfer from revaluation ERE[RER
- . .
n reserve to retained eamings REBA
= - qross -8 - - - (2662) - 2662 -
e — deferred income tax —ERE{EH
2 (Note 19) (Hit19) - - - 723 - (723) -
=
o
5 189,218 162,041 134,548 32,315 (7688) 471,764 982,198
3 Profit for the year EEHA = = - = - 214193 214193
S Dividend paid BftHe - = - - - (0m) (62073
H
g"-"; At 31 December 2008 RZZTN\F
% +-R=1+-H 189,218 162,041 134,548 32,315 (7688) 623884 1,134,318
a
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>
i
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For the year ended 31 December 2008
BE_TT N\F+-_A=+—HIFE

Share

premium

R E

RMB’000

ARKTFT

At 1 January 2007 R-ZZEZ+F—H—H 175,817

Issue of shares upon RITERER R

exercise of share options ~ Z£{7(5 686
Issue of shares for Al /NG

acquisition of an associate  Z77A{H 12,278

Profit for the year FEmF =

Dividend paid BEFLE =
At 31 December 2007 RZEZLF

+=—R=+—8H 188,781

At 1 January 2008 R-ZZN\F—H—H 188,781

Issue of shares upon RITR IR RS

exercise of share options ~ Z£{7%(5 437

Profit for the year FEER -

Dividend paid BEAFE =
At 31 December 2008 R-ZEENF

+-A=+—~H 189,218

Notes:

(®

(ii)

Capital reserve represents the difference between
the amount of share capital issued and the net asset
value of the subsidiaries acquired.

As stipulated by regulations in Mainland China, the
Company’s subsidiaries established and operated
in Mainland China are required to appropriate
a portion of their after-tax profit (after offsetting
prior years” losses) to statutory reserves, at rates
determined by their respective boards of directors.
Such transfer is not required when the amount of the
statutory reserve reaches 50% of the corresponding
subsidiaries’ registered capital.

Statutory reserves shall only be used to make
up losses of the corresponding subsidiaries, to
expand the corresponding subsidiaries’ production
operations, or to increase the capital of the
corresponding subsidiaries. Upon approval by
resolutions of the corresponding subsidiaries’
shareholders in general meetings, the corresponding
subsidiaries may convert their statutory reserves into
registered capital and issue bonus capital to existing
owners in proportion to their existing ownership
structure.

(All amounts in RMB unless otherwise stated)

(BREAEFIBEIN - FIESEAAREE)
Company
¥ NG|
Capital Retained
reservel)  earnings Total
EXFRY  RERA Uy
RMB’000 RMB’000  RMB’000
ARBFT AREFT ARETT
172,319 48,081 396,217
- - 686
- - 12,278
- 74,686 74,686
- (35,044) (35,044)
172,319 87,723 448,823
172,319 87,723 448,823
- - 437
- 6,490 6,490
- (62,073) (62,073)
172,319 32,140 393,677

Hiz -

(ii)

e N il )
RAIMEEFENEHR -

REBEHBEAERMZR - RRFER
B ABER AL I &8 2 M B R R ZARE %
BESEGMER 2 - BB DR
BN (CEEHBEFEEHR) 2ETE
s - AT BN SED ERENE
RAENFMEAREI50% - BT 1 1t 3
K e

EERBBERN AR EHEBRENERRE
18 - W ARRM B A R A E R E g N
RN B R RRA - ERGHEBEME A
AIRERRBRRAE ELUREREE -
AT 2 BRI AT 18 EUATE B Ak =t
MEA - WIZIHABER ORI LB 5
FBITAM -

8002 LJOd3d TVNNNV

BEE\(EE—
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ﬁ For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated)
é HE_ZT ) \F+_A=1t—RHIFE (RBETIAEN - FRESBEAARETE)
|
%
i
&=
ff3
i
=z
9| 17. BORROWINGS — GROUP AND 17. BE—AREBERAQFH
FJ": COMPANY
—
(®) Group Company
:':' PN | KAF
m 2008 2007 2008 2007
(2] —EI)\F ZETtF —TIZ)\F ZZTLF
g RMB’000 RMB’000 RMB’000 RMB’000
8 ARBTFT AREFT AR¥FT AREFT
=
o Current RE
> Unsecured bank BEMRITEN
g borrowings (Note (c)) (Hiat(c)) 189,234 32,753 189,234 -
-n Secured bank borrowings BERBITER
> (Note (a)) (Htit(a) 88,460 31,500 - -
Iz’ Other bank borrowings HARTER
S (Note (b)) (W32(b) 244913 161,000 - -
>
UI-) 522,607 225,253 189,234 -
e e Bl
L Non-current FERE
E Unsecured bank borrowings EIRRITE R
m (Note (c)) (Bi2(c)) 215077 486,752 215077 398,141
E' Secured bank borrowings BIKERITER
(Note (a)) (Hs#a)) 113,050 - - _
Other bank borrowings HARITER
(Note (b)) (Wit (b)) 58,840 34,000 - -
Notes payable (Note (d)) &R % KB
(B (d)) 167,300 181,832 167,300 181,832
554,267 702,584 382,377 579,973
Total borrowings EEHBE 1,076,874 927,837 571,611 579,973
Notes: Bist -
(a) Bank borrowings of RMB201,510,000 (2007: (@) AR®¥201,510,0007C( =TT L4 : A

ETHEBEFEHFY a3LINT dNOYD ITILXIL DNOHXIL

-
=y
N

RMB31,500,000) were secured by the followings:

0]

(ii)

(iii)

pledge of the Group’s property, plant and
equipment with a net book amount of
approximately RMB311,700,000 as at 31
December 2008 (2007: RMB46,007,000)
(Note7);

floating charges over the Group’s inventories
with a net book amount of RMB47,752,000 as
at 31 December 2008 (2007: RMB14,604,000)
(Note 10); and

pledge of the Group’s land use rights with a net
book amount of nil (2007: RMB4,704,000) (Note
6);

R ¥31,500,0007T ) K $R1TE FKIA 51
TH B fEER -

(i) AXEBER-_FTZTNE+ A
=+ BEANYE BER
HRENEEFENAARE
311,700,0007C( — T4 : A
R #46,007,0007T) (Mi5£7)

iy AEBR=_ZFZNF+=A
=+ —RERNFEEZHRLH
BREDFE 8 A A R 47,752,000
T(ZE2EZTLHF: AR
14,604,0007C ) (FF7E10) 5 &

(i) AKBEERHTEAENRET

FEOBARBZL(ZZ2ZT+
F: ANR#4,704,0007T ) (P =
6)



For the year ended 31 December 2008
BE-TZT/\F+-_A=1+—HILFE

17. BORROWINGS - GROUP AND 17.

COMPANY (Continued)
Notes: (Continued)

(b) Other bank borrowings were secured by cross
corporate guarantees provided by certain
subsidiaries totalling of RMB303,753,000 as at 31
December 2008 (2007: RMB195,000,000).

(c) Mr. Hong Tianzhu, chairman and an executive
director, has undertaken to maintain at least 30%
equity interest in the Company unless otherwise
agreed by the relevant bank in respect of the
provision of unsecured non-current bank borrowings.

(d) As at 31 December 2008, notes payable represents
US$25 million guaranteed notes, maturing in 2012.
The notes payable bears interest at fixed rate of 6.8%
per annum from July 2007 to June 2008 and with
reference to Deutsche Bank Municipal Forward Rate
Bias Index from July 2008 till maturity.

The carrying amounts of the borrowings are
denominated in the following currencies:

(All amounts in RMB unless otherwise stated)

(BREAINAEN  FIESERARKEE)

BE-AKERANDE (&)
Wizt : (%)

(b) HMBITERAE THBE QARG
MR X RARERERF  RZTT)N
E+-A=+-—HHRBREAEARK
303,753,000 C( — T+ F : AR
195,000,0007T) °

() ERFATESHAROAEECERE B
B R EIKIRIERERTTE MBS
RITAE @ BRIRDEFFEARD AR
AHEE30% °

(d RZZTEENF+=-ZA=+—H &
NEFRBER-ZZ—ZFIH8HKH
25,000,000 TR ERZ K - B ESH
FER-ZTTLFLRETT/\FX
RATHZEB6.8%:TH - RZTZT)\Ft
Az #%Z3HA  FEN2EEEEE
THEETRES R AN RFEEZEHN

R -

BENRAERATESE

Group Company
PN | PN

2008 2007 2008 2007
B\ ZETtFE ZZENF ZZTTLtHF
RMB’000 RMB’000 RMB’000 RMB’000
ANBBTFT ARETFT AREFT ARETT
RMB ARE 226,000 226,500 - =
United States dollars =TT 850,874 701,337 571,611 579,973
1,076,874 927,837 571,611 579,973
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The weighted average effective interest rates (per REE R METEER(F)FEDT

annum) at year ended are as follows:

2008 2007

—EEN\F —ETtE >

USD RMB USD RMB z

ET ARE 2T ARE >

)

Bank borrowings BITIRE 5.5% 6.6% 6.7% 6.4% 3
Notes payable FEHELEE 3.8% - 6.8% - ,_°u|
N
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For the year ended 31 December 2008
HE-TTN\F+_A=1+—HILEE

(All amounts in RMB unless otherwise stated)

(BREAINAEN  FESHERAARKEE)

17. BORROWINGS - GROUP AND
COMPANY (Continued)
At 31 December 2008, the Group’s borrowings were
repayable as follows:

17. fEE - AEBRALQF

R-ZBZENFF+_A=1+—0  K£H
EFEEBBENAT
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Group Company
TEH AAT
2008 2007 2008 2007
SRR\ ZEEREF —EENHF ZTTLHF
RMB’000 RMB’000 RMB’000 RMB’000
ANEBFT AREFIT AEEFT AREFT
Within 1 year 15 2R 522,607 225253 189,234 -
Between 1 and 2 years 1226 289,807 179,292 215,077 132,714
Between 2 and 5 years 2E5%F 264,460 523,292 167,300 447,259
1,076,874 927,837 571,611 579,973
The fair values of current borrowings approximate RRTRAZTEMTRE  RBERZ
their carrying amounts, as the impact of discounting NFEHNEENEREE - ERBEE
is not significant. The carrying amount and fair ZIEREERAFENT
value of non-current borrowings are as follows:
Carrying amount Fair value
IREE DNFE
2008 2007 2008 2007
—ZEN\F ZZTTtF ZEBENF ZTTLHF
RMB’000 RMB’000 RMB’000 RMB’000
ANEBFT AREFIT AEEFT AREFT
Bank borrowings BITEE 386,967 520,752 386,266 518,294
Notes payable FERES IR 167,300 181,832 189,318 176,166
554,267 702,584 575,584 694,460
As at 31 December 2008, the fair values of the non- RZZEZNF+ZA=+—08 " FRY
current borrowings and notes payable were based BEREMNESRIE 2 QA FERERNA
on estimated cash flows discounted using the BEEFEE.76%(ZTFLF : 7.29%) &
effective interest rates of 5.76% (2007: 7.29%) and 3.8%( =TT LF : 6.8%) 8RR 25138
3.8% (2007:6.8%). ERimatE o

EJEZKEI A+ AR#571,611,0007T (=
T+F : AR¥579,973,000) 2 B E

In respect of the Group’s borrowings totalling of
RMB571,611,000 (2007: RMB579,973,000), the

Group has to comply with certain restrictive financial ﬁﬁ 5 AKEEETETREERM B

covenants, including, among others the following: o PE(EPRE)TIEE -

(i) maintain a multiple of consolidated earnings () #FHEABMSHAAR(EBIT)
before income tax (EBIT), as defined by banks, (BHIRTTEE) L ERLEGAE T B
to consolidated interest expense of at least 4 ZEDAME(ZTTEF : 468)

times (2007: 4 times);

ETHEBEFETFY a3LINT dNOYD ITILXIL DNOHXIL

-
-
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For the year ended 31 December 2008
BE-_TZ/\F+_A=1+—HILEFE

17. BORROWINGS - GROUP AND 17.

COMPANY (Continued)

(i) maintain total equity of more than
RMB1,000,000,000 (2007: RMB800,000,000);
and

(iii) maintain total borrowings of less than 3 times
(2007: 3.25 times) of earnings before income
tax, depreciation and amortisation (EBITDA), as
defined by banks, and such total borrowings
have to be less than the total equity.

In addition, certain subsidiaries of the Group have
to comply with restrictive financial covenants based
on the financial position and operating results of the
subsidiaries.

The Group has the following undrawn borrowing

(All amounts in RMB unless otherwise stated)

(BEAINAEN  FESHERARKEE)

BE-AKERARQE (&)

(i) #5788 A R %1,000,000,0007T
(ZZZ+F : AR¥800,000,000
T0) 2 PR RS EEE

(i) #FEEBBONBRAEE - TE
NS RTZ I (EBITDA) (B R1TE
FE)Z3ME(TEZTLF : 3.25(%) -
BERENAED N ESEEE -

tboh - REEE THBARRETET
VAP 8 A Bl 2 M ISR e B (B SR AR R AR
Z BRI 2R -

AEBEATABREERE :

facilities:

2008 2007
—EENEF —ETF
RMB’000 RMB’000
ARMTFT ARMTFT

Floating rates JEEH
— expiring within one year — R —F R EIHE 20,000 225,318
— expiring beyond one year — R — 1255 - 229,876
20,000 455,194

The facilities expiring within one year are annual
facilities subject to review at various dates during
2009.

18. DERIVATIVE FINANCIAL 18.

INSTRUMENTS - GROUP

R—FREPMZBEAR_TTLFET
Rl B HAEEEE] -

FTHESRMIAE-AER

Liabilities
aE
2008 2007
—EENF ZETLF
RMB’000 RMB’000
AR¥FT AREFTT
Interest rate swap and forward ) 2= 45 5 K7 3w HA
foreign exchange contracts HNES 49 7,915 -

Non-hedging derivatives are classified as a current
asset or liability.

FERTETAEDBERRDEENLER
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For the year ended 31 December 2008
HE-TTN\F+_A=1+—HILEE

(All amounts in RMB unless otherwise stated)

(BREAINAEN  FESHERAARKEE)

18. DERIVATIVE FINANCIAL 18. TTE SR TR —AEH %)

INSTRUMENTS — GROUP (Continued)

The notional principal amounts of the outstanding
interest rate swap and forward foreign
exchange contracts at 31 December 2008 were
RMB57,411,000 (2007: RMB122,717,000). At 31
December 2008, the fixed interest rate was 3.98%
(2007: 3.98%) and the forward USD/RMB exchange
rate was 7.197 (2007: 7.197), and the main floating
rate is LIBOR. Gains and losses recognised in
the other (losses)/gains — net (Note 23) in the
consolidated income statement.

. DEFERRED INCOME TAX — GROUP

Deferred income tax assets and liabilities are offset
when there is a legally enforceable right to offset
current tax assets against current tax liabilities and
when the deferred income tax assets and liabilities
relate to income taxed levied by the same taxation
authority on either the taxable entity or different
taxable entities where there is an intention to settle

R-ZBZENE+-_F=+—H K&HE
FMEBHRINEGHZ BEZASEAA
R#57,411,000C(Z22+F : ARK
122,717,0007T) - R=ZEZEN\F+=A
=+—8 BEFEL3BU(ZTZ+
F:3.98%) » Mt/ AREEX
BTA7T(ZZTZTLF 1 7197) » £B)F
BERAMBBITREIRE - BEBEELR
BRI RPEM(EER), s —FE (W
FT23)FER o

IEEFRER - AKE

ERAEAHITENBRAVHBEEESR
AERBRERE  BETHEHEE
MBEY kB F BB HEEASERRE
B TRAERHERBURNAERLE
BRNFEEEGEMESHARE - Bl
AREEMSHEER A BT AL -
HIENSHEWT

the balances on a net basis. The offset amounts are
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as follows:

2008 2007
—EENE —ETLF
RMB’000 RMB’000
AR¥TFT ANR¥TF T

Deferred tax assets: RERIRE =

— Deferred tax assets to be —EB@12ME A& E 2
recovered after more than FEFIBE

12 months (146) (670)

— Deferred tax assets to be — 1218 A W E 2
recovered within 12 months FEETRIBEE (4,709) (2,937)
(4,855) (3,607)
Deferred tax liabilities: FERIBAE -
— Deferred tax liabilities to be —HB@12E A& Uk E 2
recovered after more than FELERIBEE

12 months 9,568 11,078

— Deferred tax liabilities to be — 1218 A e 2
recovered within 12 months EEFIBEE 10,605 =
20,173 11,078
Deferred tax liabilities — net EETH IR B EFRE 15,318 7,471

ETHEBEFEHFY a3LINT dNOYD ITILXIL DNOHXIL
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For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated) ﬁ
BE_ZZN\F+_A=+—HILFE (BRBAEFIAEN - FIESBEAARETE) e
/M
%
]
&=
Pt
i
P4
19. DEFERRED INCOME TAX — GROUP 19. IEEFTEH — ANEB () 9|
(Continued) m
The gross movement in deferred income tax RIEFTISHER < BEFHAT ¢ =
account is as follows: o
7
2008 2007 m
—EENE T F 0
RMB’000 RMB'000 =
AREFT AR¥FT 8
=
At 1 January R—A—H 7,471 7,337 O
Income statement charged (Note 27) Bz X% (41:7727) 8,570 272 3
Credited to income statement then FFAREEFREE g
transferred to equity BaiEs -
(Notes 16 and 27) (Hfat164:27) (723) (1,886) =
Taxation charged to equity in MEFEMGET AR JZ’
relation to the revaluation of RIE(HaE16) o
buildings (Note16) - 1,748 >
At 31 December R+—_A=+—H 15,318 7,471 g
=
m
Movements in deferred tax assets and liabilities, ETEBER—FBEREERANEG IR ﬁ
without taking into consideration the offsetting of 8 BREHIBEEERBBEZEBNOT E'
balances within the same tax jurisdiction, are as
follows:
Deferred income tax assets: BEFSHEE:
Temporary
differences in
respect of
provisions
and accruals
Tax losses HEEBERET Total
BEBE BACERZER @t

RMB’000 RMB’000 RMB’000
ARBFT  ARETT  AREFZ

At 1 January 2007 RZETtF—-HA—H 758 3121 3,879
Charged to the consolidated NGRSt
income statement (88) (184) (272)
At 31 December 2007 and jiN— = e z
1 January 2008 +-A=+-BEK g
—ZT\F-A-H 670 2,937 3,607 2
Charged to the consolidated RNERBEXRIR z
income statement (131) 1,379 1,248 g
)
At 31 December 2008 R-BBN\E S
+=ZA=+—H 539 4,316 4,855 S
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For the year ended 31 December 2008
HE-TT N\F+-_A=1+—HILEE

BETHEBEFEHETEY a3LINIT dNOYD ITILXIL ONOHXIL
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Deferred income tax liabilities:

At 1 January 2007 R_EE+F—A—H

Taxation charged to equity in HETERBERTRIE
relation to revaluation of (H1i216)
buildings (Note 16)

Reversal relating to additional BRABIMTE 2 RE
depreciation

At 31 December 2007 and RZEZLEF-A=+—HER
1 January 2008 —TT\F-A—H

Reversal relating to additional BREIMIE 2 BE
depreciation

Withholding tax relating to BHREEHBARRESEA
revaluation of unremitted earings ORERTN
of subsidiaries

At 31 December 2008

Deferred income tax assets are recognised for tax
loss carry-forwards to the extent that the realisation
of the related tax benefit through the future taxable
profits is probable. As at 31 December 2008, the
Group did not recognise deferred income tax assets
(2007: RMB 317,000) as there was no losses (2007:
RMB3,171,000) that can be carried forward against
future taxable income.

Deferred income tax of RMB723,000 (2007:
RMB527,000) was transferred from other reserves
(Note 16) to retained earnings. This represents
deferred tax on the difference between the actual
depreciation on buildings and the equivalent
depreciation based on the historical cost of
buildings.

RZBENEH-A=1-B

(All amounts in RMB unless otherwise stated)

(BRBBHNAES - FIBEEBAARBEE)

BIEFMBHAE
Withholding tax
relating to
unremitted
earings of
subsidiaries
Revaluation HEKEAQR
of buildings ~ FEMZFIN Total
BFEf BB @5t
RMB’000 RMB’000 RMB’000
AREFT AREFT ANBEFT
11,216 - 11,216
1,748 - 1,748
(1,886) - (1,886)
11,078 - 11,078
(723) - (723)
- 9,818 9,818
10,355 9,818 20,173

REFTEREE NS 2 FRIBEIERE
R WLAE R REB B AR 2 ERB R
SBHBEBERANEAR R_TET)\F
+-—A=+—8 AEBIEHERELT
FrEMEE(=ZZEZ£F : 317,0007T)
I T R A I 4 ] A 8 2 G R R ER A AR A
ZEBE(ZZEZEF - AR¥3,171,000
JT) ©

AR®ET23,000t(ZEE+F : ARK
527,0007T ) FIEFEFT 1S TY i EL A et 4
(MEE16) BREREARN - HRREF
M ERITEZRBEETOELKAE
RARRITE 2 MM ERAELENIA



For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated)

HE_TZEN\F+_A=1+—HILFE (BEAINAEN  FIESERAARKE)

20. TRADE AND BILL PAYABLES - GROUP 20. BEHE S REBERE —FKEE

2008 2007

—BENF —TTLF

RMB’000 RMB’000

AREFT ARHFTT

Trade payables JERTE 5 RIE 537,927 152,662

Bill payables JERT IR FIE 93,141 314,840

631,068 467,502

Included in the trade payables was amount due to RZZEZNF+_A=+—H JAE

an associate of RMB8,161,000 as at 31 December NESHIEAARES,161,000L( - =

2008 (2007:RMB1,366,000) (Note 34). T4 0 ARME,366,0007T ) B FELT B

675 KB (M EE34) ©

The ageing analysis of the trade and bill payables ERE S REESIE(BERN—HEZE S

(including amount due to an associate of trading in B8N B 2 FUOE) BRE D ITIA T ¢

nature) is as follows:
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2008 2007
—EEN\FE —ETF
RMB’000 RMB’000

ARETFT AR¥TFTT

0 to 90 days 0HZ=90H 205,966 272,557
91 to 180 days 912180H 211,575 187,261
181 days to 1 year 181HZE14F 208,952 3,671
Over 1 year —F A E 4,575 4,013
631,068 467,502
Trade and bill payables are denominated in the ENE S REBFIBRHEEREINT
following currencies:
2008 2007
—E2EN\F —ETF
RMB’000 RMB’000
ARMTFT AR¥FT >
=
RMB ARHE 232,458 453,793 g
United States dollars S 389,026 9,475 -
Vietnam Dong WA 9,584 4,234 x
v
o
631,068 467,502 :_U|
N
3
The fair values of trade and bill payables FEH%%&%E%’UEZQEFEEEEEEE |
approximate their carrying amounts. EEE ° i
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For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated)

HE-TZ ) \F+-A=+—HLEE (BREAINAEN  FESHERAARKEE)

21. ACCRUALS AND OTHER PAYABLES - 21. EiREARHMENSRR — &

GROUP AND COMPANY EERANT
Group Company
AEE AL
2008 2007 2008 2007

—REN\F ZTTLHE —BE\F ZTTLH
RMB'000  RMB000  RMB000  RMB'000
ARETRT AREBTLT AR®Trn ARETT
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Accrued wages and salaries FERT T & M 34,263 38,756 - 200
Interest payable FERFIE 4,447 15,184 3,867 14,436
Accrual of operating expenses  fEsHE RISt 20,262 21,176 849 2,832
Deposits from customers RERE 34,352 14,013 - =
Other deposits Hitize 3,951 5,185 - =
Payables for purchase of BEYX  BE

property, plant and KRB BRTR

equipment 100,508 26,375 80,732 -
Other payables H i e BRK 21,513 33,452 - =
Tax payables other than HEBIARRE(RE

Mainland China enterprise FrisTiBRINg

income tax FERIEEIR 7,466 1,496 - -

226,762 155,637 85,448 17,468
22. SALES 22. EX%

The Group is principally engaged in the AEEFEXBRFERFEEDR &K
manufacturing and sale of yarn, grey fabrics and mRkFEmE  BERANEEBIENG
dyed fabrics. Sales recognised represented sales of RERENEREE

goods, net of value-added tax.
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For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated) ﬁ
BE_ZZN\F+_A=+—HILFE (BRBAEFIAEN - FTESBEAAREEE) e
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23. OTHER INCOME AND OTHER 23. it AR HE A (EE) Kk 9
(LOSSES)/GAINS, NET 0 HEE m
-
2008 2007 (@)
—EBN\F “ETLE I
RMB’000 RMB’000 m
AREFT AREFT 8
Other income HA YA %
Subsidy income (Note (i) R (BT () 33,149 18,408 l<2
Government grants relating to BHEE—RNBAR O
the relocation of a subsidiary ZRFF BN 18,370 = 5
Consulting income (Note (i) El NGz 11,691 = g
Re-investment incentives based PAE S FT{S Rl m e T
on income tax paid LEHREERE 2,946 3,265 ;E>
66,156 21,673 %
>
Other (losses)/gains — net Hi(E1R) Mz — 558 ;
Derivative financial liability at AT EERIERTIER =
fair value through profit or loss: ZITHEMTERIE - J—>|
— Unrealised loss (Note 18) —REBEBE(HF18) (7,915) - E
— Realised loss —-BERER (6,991) = m
Net foreign exchange gains/ SNEMES / (B51R)F a8 E'
(losses)(Note 28) (H1i28) 5,001 (3,813)
Excess of the fair value of WEEEFELATE
net assets acquired over R BEE— B AR
cost of acquisition of A7 =R
a subsidiary - 38,894
Others Hfth 5,074 8,028
Total other (losses)/gains — net Hi(E518) e tass — 55 (4,831) 43,109

Notes:

Hiat

(i)  FEREMAE B ERN R BAEERMN R FT
ERNEBERTERARED R EN R
B EBX N2 RER -

(i) Subsidy income mainly related to incentives for
development in Xuzhou, Mainland China and grants
provided by municipal governments based on the
amounts of value added tax and income tax paid.

BRIR AR A — B e B IR it &8
BR RSB T 2 BATRTS - WIRHOA
R#11,691,0007THYEEEBAZKE -

(i) Consulting income related to technical services in (ii)
providing operating data and statistics to a
machinery vendor, which was charged at a fixed
price of approximately RMB11,691,000.
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For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated)

HE_ZTZN\F+_A=1+—HIFE (BR=AEHNAE

24. EXPENSES BY NATURE

24. B (EMEEDRE)

B SHNAARKEE)

2008 2007
—EENFE ZETLF
RMB’000 RMB’000
AR¥BFT AR¥FT
Changes in inventories of B oo RAER G

finished goods and work FE#

in progress (59,399) (68,582)
Raw materials and FEREME KBRS

consumables used 2,823,298 2,440,525
Employment costs (Note 25) BEKRA (K :725) 302,138 276,040
Depreciation and amortisation mEREIEHZ6K7)

(Notes 6 and 7) 96,314 73,609
Office expense AR 20,731 30,206
Utilities &) R 193,437 167,565
Transportation e 67,387 57,265
Auditor’s remuneration ZERET N & 3,586 3,820
Lease rental expense of EFR#EESRT

buildings and machinery (H17t7)

(Note 7) 12,751 8,634
Provision for impairment of JEWE S RIB R E R

trade receivables (Note 11) (Hfaz11) 2,612 717
Provision for/(reversal of) BREFERE (HE)

inventory obsolescence (K1zE10)

(Note 10) 6,843 (3,781)
Losses on disposal of property, HEME - BERRER

plant and equipment and T A REEE

land use rights (Note 32) (H1#£32) 2,194 312
Other expenses EAfthp 62,295 53,269
Total cost of sales, selling and HERA « HE R H

distribution costs and general A AN — MR RAT

and administrative expenses X @58 3,534,187 3,039,599

25. EMPLOYMENT COSTS 25. BT RA
2008 2007
—EENF —ETLF
RMB’000 RMB’000
ARFT ARBFT
Wages, salaries and bonuses T& - #HRIEAT 267,853 240,779
Pension costs — defined contribution IRVRER AN — A E K

plans (Note (a)) &Kzt (a) 17,156 15,884
Other welfare benefits (Note (b)) HAn @ FI (A7 aEb)) 8,134 7,552
Other employment benefits Hitg 27 8,995 11,825

302,138 276,040




For the year ended 31 December 2008
HE-ZTZT)/\F+-A=+—HLFE

Notes:

(@)

(b)

Pension — defined contribution plans

As stipulated by rules and regulations in Mainland
China, the Group has participated in state-
sponsored defined contribution retirement plans for
its employees in Mainland China. The Group and the
eligible employees are required to contribute 12% to
22% and 7% to 8%, respectively, of the employees’
basic salary (subject to a cap) at rates as stipulated
by the relevant municipal governments. The Group
has no further obligations for the actual payment
of pensions or post-retirement benefits beyond the
annual contributions. The state-sponsored retirement
plans are responsible for the entire pension
obligations payable to the retired employees. For
the year ended 31 December 2008, the Group
contributed approximately RMB17,080,000 (2007:
RMB15,808,000) to the aforesaid state-sponsored
retirement plans.

The Group has arranged for its Hong Kong
employees to join the Mandatory Provident Fund
Scheme (the “MPF Scheme”), a defined contribution
scheme managed by an independent trustee. Under
the MPF Scheme, each of the Group and its Hong
Kong employees makes monthly contributions to the
scheme at 5% of the employees’ earnings as defined
under the Mandatory Provident fund legislation, and
both the Group and the employees’ contributions are
subject to a cap of HK$1,000 per month. For the year
ended 31 December 2008, the Group contributed
approximately RMB76,000 (2007: RMB76,000) to
the MPF Scheme.

Other welfare benefits

All of the Group’s employees in Mainland China
and Vietnam participate in employee social security
plans, including medical, housing and other
welfare benefits, organised and administered by
governmental authorities.

During the year ended 31 December 2008, the
Group contributed approximately RMB8,134,000
(2007: RMB7,552,000) to these plans.

(All amounts in RMB unless otherwise stated)

(BRBBTNAESN - FIEEBAARBEE)

wist

(@)

(b)

BIK—REHEREE

RIRRBIARER B ROERRE - A%E
EAEFEAMEEESLHEBRRENNT
BEFRKE - AEBREEKRES
A RIBIEBEARFTEM12%E22% K%
7%ZE8%EH K (FTH LR) + thEH
BETERARE - RIELBEFE RN -
REEHHEMERERS X HEGRIK
BENABAEBIEEMAE  BKES
MRS S BB HBE R E BRI
EFIE - BE_ZET ) \F+A=1+—
AIEFE @ AEER HRBEREA BRI
53815 Bl 4 A KR ¥ 17,080,000 7T
(ZZZT+F : AK¥15,808,0007T) °

AEBEBELHBEBREREL MATIMEATE
S EI([RESTED BRABYE
AABENRTHRETE - REBESE
g AEEREBBEEMEFANE
ZR SRR E IR B U A5%M
AFEER c AEEREEHRRES
A1,0008 TR ER - HE-_ZTZTN\F
TZA=T—HILFE  RE@MAKRE
SErEIHE RN AREET6,000T (=
+F : AR¥76,0007T) °

HAtiE
AEBNFRAERBENAAREN
2HEESHSREE - ZAEBEH
BN#EEE N EENER FERHE
fRaA o

HE-_TTZ)N\F+-_A=+—RHLF
B AEBERERABEEROAR
8,134,000t ( T+ : AR
7,552,0007T) °
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For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated)

HE_ZTZN\F+_A=1+—HIFE (BREAINAEN  FESHERAARKEE)

25. EMPLOYMENT COSTS (Continued) 25. BTRA (%)
Notes: (Continued) HisE - ()
(c) Directors’ and senior management’s emoluments (c) EFRESREEEHE
The remuneration of every director for the year BE_ZTEN\F+_A=+—HBULFE
ended 31 December 2008 is set out below: B FEMESHMSHT
Employer’s
Dis- contribution
cretionary Other to pension
Name of Director EEpg Fees Salaries  bonuses  benefits() scheme Total

g e BRETA  HERER0  EIHR st
RMB’000 RMB’000  RMB’000 RMB’000  RMB’000  RMB’000
ARETT AREFRT ARBETT ARETT AREFT ARETT
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Executive directors HITES
Hong Tianzhu HR - - - 906 18 924
Zhu Yongxiang Kok = 720 640 12 18 1,390
Gong Zhao BER - 382 320 12 18 732
Tang Daoping arERE - 360 720 12 18 1,110
Independent non-executive  Ei FHTES
directors
Ting Leung Huel, TRE
Stephen 170 - - - - 170
Cheng Longdi RER 73 - - - - 73
Zhu Lanfen PN B 73 - - - - 73
316 1,462 1,680 942 72 4472
The remuneration of every director for the year BE_ZTLF+-RA=1T—HIEFE
ended 31 December 2007 is set out below: BN FEUESNMSmT
Employer’s
Dis- contribution
cretionary Other to pension
Name of Director EEpg Fees Salaries  bonuses  benefits() scheme Total
ik #e¢  MERL HtRRo  EIHR @t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFT AREFT AREFT ARETT ARETT
Executive directors WIEE
= Hong Tianzhu HRA - - - 905 18 923
= Zhu Yongxiang KoK = 720 800 12 18 1,550
g Gong Zhao ER = 382 400 12 18 812
@ Tang Daoping HiEF = 360 720 12 18 1,110
m
E Independent non-executive B IEH{TES
g directors
2 Ting Leung Huel, TRB
2 Stephen 160 - - - - 160
2 Cheng Longdi RER 69 - - - - 69
% Zhu Lanfen PN 22 69 - - - - 69
m
° 298 1,462 1,920 941 72 4,693
H
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For the year ended 31 December 2008
BE-TZT/\F+-_A=1+—HILFE

25. EMPLOYMENT COSTS (Continued) 25.

Notes: (Continued)

(c) Directors’ and senior management’s emoluments

(Continued)

(i)  Other benefits represent housing allowance
and other social security benefits. Those social
security benefits mainly include medical and
unemployment insurances and are organised
and administered by governmental authorities
in Mainland China.

None of the directors waived any emoluments during
the year ended 31 December 2008 (2007: Nil).

(d) Five highest paid individuals
The five individuals whose emoluments were the
highest in the Group for the year include four (2007:
four) directors whose emoluments are reflected in
the analysis presented above. The emoluments

(All amounts in RMB unless otherwise stated)

(BREAINAEN  FIESERARKEE)

BTHAE)
Hiat - ()

(c) ESEREREEEME(E)

() HMBAKKEERZRREMT
BREREF o WEHSRERF
TEBERBELTRERRE - JHH
B R M HEBARNRE
I8 o

REE-TT)\F+-A=+—HBIF
EUREFRRUDETNS (=T
£ )

(d) FEUESHMAL
WAFE  AEBERUFHESALTHE
RO (ZFREF O RESR  H
MEER EX 25T AR o B
FHTIA(ZFZLF  —fDALZ

payable to the remaining one (2007: one) individual is MERT :
as follows:
2008 2007
—EENF —ETLF
RMB’000 RMB’000
AR¥FT AR¥EFiT
Basic salaries and allowances EXRE & RERL 505 892
Bonuses TE4L 42 200
Pension cost RIKE
— Defined contribution plan — REHFKETE 11 11
558 1,103

(e) During the year ended 31 December 2008, no  (e)
emoluments were paid by the Company to any of the
directors or the five highest paid individuals as an
inducement to join or upon joining the Group or as
compensation for loss of office (2007: Nil).

BE_TT N\F+A=+—H ARFELE
RAEFEERALRHA LTI ERHE -
TERINAIA A ER B 7 SR kA /S B
ME(CERLF - 8) -
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For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated)

HE-TZ ) \F+-A=+—HLEE (BREAINAEN  FESHERAARKEE)
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3 26. FINANCE INCOME AND COSTS 26. IBKWARBEX
m
o 2008 2007
(o) —EENF —ETF
5' RMB’000 RMB’000
g AR¥FT ARM¥FIT
g Interest expense e
8 — bank borrowings wholly —ZBRAFA
- repayable within five years BEEENRITER 64,306 60,282
O Less: amount capitalised in property, J& : ¥ - BiE &2
l’| plant and equipment BRLEHE
g (Note 7) (Biz#7) (6,275) (2,524)
|
Z 58,031 57,758
Iz’ Exchange gain on financing BB RENATISIE X e
S activities (Note 28) (Wi2t28) (54,639) (34,301)
>
c'; Finance costs MR 3,392 23,457
e .
J_’| Finance income R L N
E — interest income on — RITFEF BUA
E bank deposits (3,947) (3,594)
o Net finance (income)/costs (A B FE (555) 19,863
27. INCOME TAX EXPENSE 27. FRBBIAX
The amount of income tax charged to the RERAEBRRMBROEHSENT ¢
consolidation income statement represents:
2008 2007
—EENE ZETLF
RMB’000 RMB’000
AREFT AR¥FTT
Mainland China enterprise AR K BE (D S FTSR
income tax
— Current — & Hf 27,823 26,444
— Overprovision in prior years —BAFERERE (1,495) -
Deferred income tax (Note 19) EEFTBRL(HT7E19) 7,847 (1,614)

34,175 24,830
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For the year ended 31 December 2008
HE-ZTZT)/\F+-A=+—HLFE

No provision for Hong Kong profits tax has
been made as the Group had no assessable
profit arising in or derived from Hong Kong
during the year (2007: Nil).

Subsidiaries established in Mainland China
are subject to EIT at rates ranging from 18% to
25% during the year (2007: 15% to 33%).

Except for Texhong (China) Investment Co.,
Ltd., all other subsidiaries established in
Mainland China, being wholly foreign owned
enterprises, have obtained approvals from
the relevant Mainland China Tax Bureau for
their entitlement of exemption from EIT for the
first two years and 50% reduction in EIT for
the next three years, commencing from the
earlier of first profitable year after offsetting
all unexpired tax losses carried forward from
the previous years or 1 January 2008, in
accordance with the relevant tax rules and
regulations applicable to foreign investment
enterprises in Mainland China.

The subsidiary established in Vietnam is
subject to income tax rate of 10% (2007: 10%).
As approved by the relevant Tax Bureau
in Vietnam, the subsidiary established in
Vietnam is entitled to four years’ exemption
from income taxes followed by nine years
of a 50% tax reduction, commencing in the
first profitable year after offsetting the losses
carried forward from the previous years. The
Group is exempted from Vietnam income tax
during the year (2007: nil) as year 2008 is the
first profit making year after offsetting prior
years’ losses.

(All amounts in RMB unless otherwise stated)

(BRBBTNAESN - FIEEBAARBEE)

HRAEERNFAL BEFBEL
EfERBEA - BB TSR
BURELBE(CTTLF - T) -

TA R B K B A SZ B S BB 1) R AR 4R
ERIE18% E25%( —TF 4 :
15% £33%) 2 HEBN B ERF
i o

BRI (FPEDEREBRAFRS - A
AR B R B S O BT B EL At
BRAREYRIINEBELE  BRIE
ERRPBEAREINE R AR
ERARRE - BUSA R BEAR
MRz 4k - ARENEHEME B
EFEEENE AR BT EEE
BREEENFEFEL —_ZT/N\F—A
—HR(ARFERE)  2HEE
PRSTMEE - R =FRIEHR TR
FEE-

RIS AT B A BB 10% (=
EELE 10%) ZREBNFTE
i oo MBI AKE AR C &R
AR B E - BRI
FrEBAFEAENERR S EE
FIFER  CEMEHMNF - Hig
NFREFHEREER - AR =F
TN\FEAUENBARKEBESF
EEENEEEEEENEE K
REBMPAFEEERGBEATEH
(ZBTLF &)
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For the year ended 31 December 2008
HE-TT \F+_A=1+—HILEE
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(BRBBHNAESN - IEEBAARBEE)

The Company was incorporated in the Cayman
Islands as an exempted company with limited
liability under the Companies Law of the
Cayman Islands and, accordingly, is exempted
from payment of Cayman Islands income tax.

The Company’s subsidiaries established in the
British Virgin Islands were either incorporated
under or re-registered or deemed to be re-
registered under the Business Companies
Act, 2004 of the British Virgin Islands and,
accordingly, are exempted from payment of
British Virgin Islands income tax.

The subsidiary established in Macao is subject
to income tax rate of 9% (2007: 9%). No
provision for Macao profits tax has been made
as the Group had no assessable profit arising
in or derived from Macao during the year (2007:
Nil).

The tax on the Group’s profit before income
tax differs from the theoretical amount that
would arise using the weighted average tax
rate applicable to profits of the consolidated
entities, as follows:

B S BATRR

EL=)

NE(ER), )

Profit before income tax,
after excluding share of
(loss)/profit of an associate

Tax calculated at domestic tax RiE AR BRI
rates applicable to profits NIy |l
of the respective subsidiaries B R E 2 T8
Effect of tax exemption/reduction  FiITEZAR R 2 &
Expenses not deductible for G

tax purposes

Tax losses for which no deferred R HERIELEFTST

income tax asset was recognised &7 2 Fi AR E
Utilisation of previously B RER

unrecognised tax losses TRIAEE
Overprovision in prior year BT FERERE

(All amounts in RMB unless otherwise stated)

ARAIREBEREFRESRRNERFH S
HEEMR L REREERAR
Rt EREHSEEMEH

ARAREBELBHBRT 2B
ARTRE-FENEARBLH
8753 2 A AR M A TS B R A
SCARIEBHEM - AU E PR
EEHBATSH -

FORPIAR S 2 B B 2 7 id29% (=
TELE %) 2B EMAFIS
Bl o AR ERAEE SR
PS54 58 P B R SRR - 40
EALRPIFISBIEL BB (— 2T
L E)

AN 55 B FR PTAS B0 A 1) B A 50 AR
BEARNGA BB RN emETH
MEFEZERSETR - Z200
™

2007
“ETELE
RMB’000
ARET T

259,429

73,960
(51,239)

1,881
317

(89)

24,830



For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated) ﬁ
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27. INCOME TAX EXPENSE (Continued) 27. FRS®iMR 2 9|
(iv) Other income tax (Continued) (iv) EMFEsi(&E) o
The weighted average applicable tax rate was BEAMMEFIREL26%(ZF =
26% (2007: 29%). The decrease in tax rate ZHF 29%) o ARERAPER o
was due to the application of lower income tax Bz T ERSEE - ETHEBA :-I:|

rate for certain subsidiaries upon the adoption RIFTERA 2 TSR ERIE « = m

of new Enterprise Income Tax Law in Mainland FRAE o (2]
China. g

(72}

During the year ended 31 December 2008, the HE_TZN\F+_A=1+—H1Lt .9
Group has not shared any income tax of its FE - AEEWKREDHEZE AR =]
associate company (2007: RMB27,000). ERAGEH(ZEZTLF - AR 1’|
27,0007T) ° L

J

=z

28. NET FOREIGN EXCHANGE LOSSES 28. JMNEESIE R JZ’
The exchange differences credited/(charged) to RIEBEERFTA (IR 2 A2 EeE @)
the consolidated income statement are included as LATRIER ¢ IZE
follows: ”n
]

2008 2007 5

—EEN\E  ZBBtA 2

RMB’000 RMB’000 m

ANEEFTE — ARMFT =

Other gains/(losses) — net (Note 23) Efblizs,/(E518) — %58

(H323) 5,001 (3,813)
Finance costs (Note 26) W5 &R (H7726) 54,639 34,301
59,640 30,488

29. PROFIT ATTRIBUTABLE TO EQUITY  29. AQARER/FH AELRR
HOLDERS OF THE COMPANY

The profit attributable to equity holders of the RARAAREFAABEENOAR
Company is dealt with in the financial statements #6,490,000 T (Z T+ F : AR
of the Company to the extent of approximately 74,686,0007T ) B 5t A2 A B 5 Rk
RMB6,490,000 (2007: RMB74,686,000). A e
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For the year ended 31 December 2008
HE-TTN\F+_A=1+—HILEE

30. EARNING PER SHARE

(All amounts in RMB unless otherwise stated)

(BREAINAEN  FESHERAARKEE)

30. ZREF

(a) Basic

Basic earnings per share is calculated by
dividing the profit attributable to equity holders

(a) EZ
ERERZFIARNDFRERF A
FE(aMBRIAFRE BT BT
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of the Company by the weighted average IEFIIEGTE -
number of ordinary shares in issue during the
year.
2008 2007
—EEN\F ZETLF
Profit attributable to RRATIBHEREA A
equity holders of R (AREFT)
the Company (RMB’000) 214,193 237,777
Weighted average number of £ 317 & @R A0
ordinary shares in issue B (CATFE)
(thousands) 884,425 874,842
Basic earnings per share BAREAR T
(RMB per share) (BRARKTT) 0.24 0.27
Diluted (b) #F

Diluted earnings per share is calculated
adjusting the weighted average number
of ordinary shares outstanding to assume
conversion of all share options. A calculation
is made in order to determine the number
of shares that could have been acquired
at fair value (determined as the average
annual market share price of the Company’s

SRESRN DIRABRERITER
BB B pnAE O BT E - A RER
P BRI S 8818 o R M RTT
ERBAERMREENEREES
EEAEABEATRAFEAR
AEIRMFHFETISRETH)
W AR BE o M EalEt B A
SR B HEHTHRMNEE

shares) based on the monetary value of the (BREEREEEREITE)ED L
subscription rights attached to outstanding 8o

share options. The number of shares

calculated as above is compared with the

number of shares that would have been issued

assuming the exercise of the share options in

full.
2008 2007
—EEN\F T
-
E Profit attributable to RATIBAEREA A
o) equity holders of R EF(AREFIT)
3 the Company (RMB’000) 214,193 237,777
-
m
3 Weighted average number of £ 317 & @& H1HE
o ordinary shares in issue FHBOATED
% (thousands) 884,425 874,842
o Adjustments for share options ~ FtRE AR/ H K FHE=
T (thousands) (LATF&ED) - 1,572
C
r§n Weighted average number of ~ F{EstE&REERFIH
o ordinary shares for diluted AR I
H earnings per share (LAF&ED)
g (thousands) 884,425 876,414
% Diluted earnings per share GRRESE R T
(RMB per share) (BRARKT) 0.24 0.27
il
>
a0

-
(2
o



For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated) ﬁ
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31. DIVIDENDS 31. BRE 9
The directors did not recommend the payment of EETEEREBE-_TZTNF+=A m
a final dividend for the year ended 31 December =T ALEFERARERE -
2008. (@)
-
ac
2008 2007 m
—BENE S Q
RMB’000 RMB'000 =
AREFT AR¥FT 8
=
Proposed final dividend of nil EROREERTAET O
(2007: HKDO.075) per KRB (ZTTLE =
ordinary share 0.0757%7T) - 62,073 g
pt
Z
2
32. CASH GENERATED FROM 32. EEMELEMNRE o
OPERATIONS l:g
(72}
2008 2007 N
—EENE e S =
RMB’000 RMB'000 S
ABMFIT AREFT E
o
Profit before income tax PR 1S 25 Al A 248,368 262,607
Adjustments for: HERIER ¢
— Amortisation —E 8y 1,783 1,070
— Depreciation —E 94,531 72,539
— Share of loss/(profit) from —DEEERA]
an associate B8,/ (&) 16,966 (3,178)
— Excess of the fair value of —FEEESEZ
net assets acquired over cost N ERREE
of acquisition of a subsidiary EEPNETB#S - (38,894)
— Loss on disposal of property, —HEME BEK
plant and equipment and RAEA R T A
land use rights (note) B (FEE) 2,194 312
— Finance (income)/costs — net —Bs(A),BR— 58 (559) 19,863
— Fair value loss on derivative —THESMTARYEAE
financial instruments BB 7,915 =
Changes in working capital BEETE
(excluding the effects of (FEEE ZEN
exchange differences on ERATEBRIN)
consolidation): >
— Inventories —F& (38,127) (201,177) Z
— Trade and bill receivables —EWE 5 R EHE (99,281) (137,380) g
— Prepayments, deposits and —TBNFIE - FTe Rk =
other receivables Hh U EE (8,911) 19,659 -
— Trade and bill payables —ENESREEHIEA 163,566 196,953 3
— Accruals and other payables —TBIRE A R E MR IR 7,729 (1,505) A
N
(=}
Cash generated from operations EEMERE 396,178 190,869 3
[l
]
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For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated)

HE-TZ ) \F+-A=+—HLEE (BREAINAEN  FESHERAARKEE)

32. CASH GENERATED FROM 32. EEMELENERE (&)
OPERATIONS (Continued)
Note: Hfa -
In the consolidated cash flow statement, proceeds from RIZEHERER ' HEVE  BEKZBER
disposal of property, plant and equipment and land use T B ERSHIARSE

rights comprise:
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2008 2007
—EENF ZETLF
RMB’000 RMB’000
AR¥FT ARHFT
Net book amount (Notes 6 and 7) BREFE (776 57) 28,111 10,280
Losses on disposal of property, HEWX BER
plant and equipment and ERAEIA R b (5 PR
land use rights 518 (2,194) (312)
Proceeds from disposal of property, SHEWE BER
plant and equipment B LA R - Hb {5 A
and land use rights BIFT1S 5KI8 25,917 9,968
33. COMMITMENTS 33. &iE
(a) Capital commitments (a) BEAEIE:
Capital expenditure at the balance sheet date REZANERARST(BEREE)R
but not yet incurred is as follows: R
2008 2007
—EENE —ETF
RMB’000 RMB’000

ARETFT AREFT

Property, plant and equipment 7 N

Contracted but not provided for BETABREHE 22,804 220,514
Authorised but not contracted for 2B RET4) - 39,605
22,804 260,119

Land use rights T A
Authorised but not contracted for = IEFEERET4) 20,000 =
Total capital commitments B A EIE LB 42,804 260,119

ETHEBEFEHFY a3LINT dNOYD ITILXIL DNOHXIL
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For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated) ﬁ

BE-_TT)\F+-_A=+—HLEE (BREHEFIAEIN - FTESBEUAREE) e
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33. COMMITMENTS (Continued) 33. AiEw) 9|

(b) Lease commitments (b) FAERIE m

The Group leases various land, offices and AEBERBEAIBECEHE G -

warehouses under non-cancellable operating MEETRMNLH  BHAERE (©)

lease agreements. B o :-I:|

m

The future aggregate minimum lease payments RIBEPAIREHE LHE 2 RARKIE 0

under non-cancellable operating leases are as HEFBRFOT ¢ g

follows: 2]

o

C

2008 2007 O

—BENE —ETLE 2

RMB’000 RMB’000 g

ARMFT AR¥FT -n

4

No later than 1 year —FR 4,995 7,954 JZ’

Later than 1 year and —FERERFA (9]

no later than 5 years 8,858 14,387 >

Later than 5 years RE% 75,276 77,150 ;

-

89,129 99,491 2

m

R H . = g

epresenting: 1 m

Land use right T fE A 85,708 88,113 3
Property, plant and equipment ME - RS R AR 3,421 11,378
89,129 99,491

34. RELATED-PARTY TRANSACTIONS 34, EEB AR S
Parties are considered to be related if one party has MEAR—FeeEEEEES S — 5k
the ability, directly or indirectly, control the other ERBENEERE A S —HITEE
party or exercise significant influence over the other TR BIWmGABEET - MEEX
party in making financial and operating decisions. HEREH - TR AR o

Parties are also considered to be related if they are
subject to common control.
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For the year ended 31 December 2008
HE-TTN\F+_A=1+—HILEE

34. RELATED-PARTY TRANSACTIONS
(Continued)

The Company’s directors and the Group’s
management are of the view that the following

companies are related parties of the Group:

Name of related party
B S B8

(All amounts in RMB unless otherwise stated)

(BREAINAEN  FESHERAARKEE)

34, HEBAINXRZ (&)
ARRIEERAEENEEERE T
AT A E R

Relationship with the Group
BEAKENRFR

Nantong Textile Group Co., Ltd.
R E B A A E R AR

Tianhong Printing and Dyeing (Wuxi) Co., Ltd.
RULENZR (85 ) BIR AR

Associate company
N

Controlled by Hongkong Tinhong Industrial
Co., Ltd., a company controlled by
Hong Tianzhu, a director of the Company

HEBRIEXERAR(RNRAEEHRN

The Group had the following significant transactions

2t O VNCTDERL

AEBEHEBETET TIIERR SN

with its related parties, as follows: TS 8
(a) Sales of goods (a) sHEHEm
2008 2007
—EENF ZETLF
RMB’000 RMB’000
ARETFT ARBFT
Sales of goods: HEE® :
— Nantong Textile Group — R A AR R
Co., Ltd. DR ERAT] 12,582 4,185
— Tianhong Printing and — RATENZE (££85)
Dyeing (Wuxi) Co., Ltd. BRAT] - 28
12,582 4,213
(b) Purchases of goods (b) HEBER
2008 2007
—EENE ZTTEF
RMB’000 RMB’000
ARETFT AR¥TFT
Purchases of goods BEER
— Nantong Textile Group — R AR R
Co., Ltd. DR ERAT] 14,099 2,841
— Tianhong Printing and — RETEN (#35)
Dyeing (Wuxi) Co., Ltd. BRAT] - 681
14,099 3,522




For the year ended 31 December 2008
BE-TZT/\F+-_A=1+—HILFE

(All amounts in RMB unless otherwise stated)

(BREAINAEN  FIESERARKEE)

34. RELATED-PARTY TRANSACTIONS 34. HEAB TR Z (@)

(Continued)

In the opinion of the Company’s directors and the
Group’s management, the above related party
transactions were carried out in the ordinary course
of business, and in accordance with the terms of the
underlying agreements and/or the invoices issued
by the respective parties.The above transactions
entered into by the Group during the year ended
31 December 2008 did not constitute connected
transactions or continuing connected transactions as
defined in Chapter 14A of the Listing Rules.

ARRIBEFERAKENEEER R L
HEABTOR SN EEXEKREEL R
REEBHEOGERE LR BEBET
BHNBERET - AREREBE_TT
NFE+ZA=+—HIEFETIH Lt
R AEK LT RAE14AZ TR E
REABER G UFHERERS

(c) Balance with related parties

The Group had the following significant

balances with related parties

(c) EAERS HVAERR
&R B SRR T B RAEERIA T

2008 2007
—EENE ZETF
RMB’000 RMB’000
AR¥TFT AR¥TFT
Trade receivables from FEUEERE B 5
related parties (Note 11) FIB(HTEE11)
— Nantong Textile Group —FEBSEIEREE
Co., Ltd. MR ER DT - 518
— Tianhong Printing and — RETENR (#35)
Dyeing (Wuxi) Co., Ltd. BRAT] - 3,967
- 4,485
Deposits to a related party REBEE ARG S
(Note 12) (K1zt12)
— Nantong Textile Group — R AT AR R
Co., Ltd. AR EIR AT 4,122 =
Trade payable to [ERTEAR T RE S
a related party (Note 20) SKIA(H1EE20)
— Nantong Textile Group — R AR R
Co., Ltd. EABR A A] 8,161 1,366

The balances with related parties are
unsecured, non-interest bearing and are

repayable within one year.

HEAM T MR AEEE  RER
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For the year ended 31 December 2008
HE-TTN\F+_A=1+—HILEE

(All amounts in RMB unless otherwise stated)

(BREAINAEN  FESHERAARKEE)

34. RELATED-PARTY TRANSACTIONS 34. BB AR (@)

(Continued)
(d) Key management compensation (dy EEEEEHMH
2008 2007
—EENE —ETLF
RMB’000 RMB’000
AREFT AR¥FTT
Salaries, wages and bonuses e~ LB NI 5,106 6,137
Pension cost RIRE AR
— defined contribution plan — REft T2 123 122
Other benefits H bz Al 942 1,050
6,171 7,309

35. B A REF
ATRIN=ZBNF+=A=+—A
MEAIETHBAR :

35. PARTICULARS OF SUBSIDIARIES
The following is a list of the principal subsidiaries,
which are unlisted, at 31 December 2008:

Place and date of

Principal activities

Particulars of
issued share

incorporation and and place of capital or
kind of legal entity operations paid-in
Name LR AL L B R FERBR ERTRAS Interest
1 RHRERRRER EEBE BANRAFFE iR
Directly held-
EREE-
Texhong Textile British Virgin Islands Investment holding 100 ordinary 100%
Holdings Limited 26 May 2004 in British Virgin shares of
limited liability Islands USD1 each
company
RGEERAER DA RERLEE RRBRLES 100 100%
“ZETMERAZTRAB REER BR1ET
BREEAR il
Texhong Textile British Virgin Islands Investment holding 1 ordinary 100%
Investment Limited 9 December 2004 in British Virgin share of
limited liability Islands USD1
company
RIHBREBRAR RERLRS REBRIES 10 100%
“ZTWET-ANE BB BRIZT
BREARA Tk



For the year ended 31 December 2008
BE-TZT)/\F+-_A=1+—HILFE

35. PARTICULARS OF SUBSIDIARIES

(All amounts in RMB unless otherwise stated)

(BEANAEN  FESHERAARKEE)

35. B ARER (#)

(Continued)
Particulars of
Place and date of Principal activities issued share
incorporation and and place of capital or
kind of legal entity operations paid-in capital
Name EMRILER TEEBR ERTRAS Interest
£ BRI AERRER EENY BANREFE 15
Directly held-
ERER-
Sunray International British Virgin Islands Investment holding 1 ordinary 100%
Holdings Limited 21 January 2005 in British Virgin share of
limited liability Islands USD1
company
MHERERERAR RERAES REBRZES 1% 100%
5 ey & REER BRIZT
AREERA TR
Texhong Vietnam British Virgin Islands, Investment holding USD50,000 100%
Investment Limited 6 September 2006 in British Virgin
limited liability Islands
company
RIBARERRAR EBRAEE REBRELES 50,000 7T 100%
“ZERFNARR REER
BEREAERTA
Indirectly held-
BEEE-
Texhong Textile Tai Zhou, Manufacturing and USD193,750 100%
(Taizhou) Co., Ltd. Mainland China, sales of yarns and
20 October 1997, grey fabrics in
limited liability Mainland China
company
RGHFMERAE  PERM R BAERE RHE 193,750% 7T 100%
—hWNEE+AZ+H WERRIE
BREERA
Texhong Textile Xuzhou, Manufacturing and uSD187,500 100%
(Suining) Co., Ltd. Mainland China, sales of yarns,
26 June 1998, grey fabrics, dyed
limited liability cloth and dress in
company Mainland China
RIGH(EE)ERAR BB R EAERUERHE 187,500% 7T 100%
—AANEARRZTRB Wi - 15 - o R RS
BREEAF
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For the year ended 31 December 2008
HE-TTN\F+_A=1+—HILEE

35. PARTICULARS OF SUBSIDIARIES

(BRm=AEHNAE

(All amounts in RMB unless otherwise stated)

B SHENAARKEE)

35. ftEARER &)

(Continued)
Particulars of
Place and date of Principal activities issued share
incorporation and and place of capital or
kind of legal entity operations paid-in capital
Name AR FTEEER ERITRADS Interest
£ BE R ERERER EEE BANRAFE 1R
Indirectly held-
BERE -
Taizhou Texhong Taizhou, Manufacturing USD2,625,000 100%
Weaving Co., Ltd. Mainland China, and sales of
15 January 2000, industrial-use
limited liability textile products
company and top-grade
blended-spinning
in Mainland China
FMRMBEBRAR th B PR B KR B3 |2 2,625,000 7T 100%
“ZTTF-ATAA HETEXRM A
BREFAT RafRY 5
Zhejiang Texhong Jinhua, Manufacturing and USD6,350,000 100%
Textile Co., Ltd. Mainland China, sales of industrial
18 May 2000 — use textile products,
limited liability top-grade grey fabrics
company and blended-spinning
in Mainland China
IRIAHEERAR REGE R AERER 6,350,000 7T 100%
“ZEZZERATNR HETXRAMER
BREEAH BTN KR &
Jiangsu Century Xuzhou, Manufacturing and USD10,200,000 100%
Texhong Textile Mainland China, sales of yarns, grey
Co., Ltd. 6 June 2000 fabrics, dyed cloth
limited liability and dress;
company processing of
cotton in Mainland
China
IHt R HBERAR REEM NSNS 10,200,000% T 100%
—EZTEARA W& - B - R R AR
AREEAT INIARIE
Taizhou Century Taizhou, Manufacturing and USD13,000,000 100%
Texhong Textile Mainland China, sales of industrial-use
Co., Ltd. 23 April 2002 textile products and
limited liability top-grade
company blended-spinning
in Mainland China
FMERIABAERAT PERM MR AMERE RHE 13,000,000 T 100%
ZET-FWA=F=H IXRnEmRkER
BREFAT RHE



For the year ended 31 December 2008
BE-TZT)/\F+-_A=1+—HILFE

35. PARTICULARS OF SUBSIDIARIES

(All amounts in RMB unless otherwise stated)

(BEANAEN  FESHERAARKEE)

35. B ARER (#)

(Continued)
Particulars of
Place and date of Principal activities issued share
incorporation and and place of capital or
kind of legal entity operations paid-in capital
Name EMRILER TEEBR ERITRAS Interest
£ BRI R AERERER EENY BANREFE 151
Indirectly held-
BERE-
Nantong Century Nantong, Manufacturing and uSD3,850,000 100%
Texhong Textile Mainland China, sales of yarns, grey
Co., Ltd. 7 June 2002 fabrics and dyed
limited liability fabrics in Mainland
company China
BREEXIHBERAR EER R EARERE RHE 3,850,000% T 100%
—EZ-FA+A W - B R
BREERA
Xuzhou Century Xuzhou, Manufacturing and USD625,000 100%
Texhong Textile Mainland China, sales of top-grade
Co., Ltd. 13 January 2003 yarns and cloth
limited liability spinning in
company Mainland China
FMELRIGBERAR  PERM NP EARERERHE 625,000% T 100%
“TT=F-A+=RH BROEEIIEEY R
BREARA
Xuzhou Texhong Xuzhou, Manufacturing and USD4,200,000 100%
Yinfeng Textile Mainland China, sales of yarns, grey
Co., Ltd. 12 May 2004 fabrics, cloth and
limited liability dyed fabrics in
company Mainland China
EMRILREHBERAR  PEFM R EARERE RHE 4,200,000% T 100%
“TEWFERATH Wi &1 RRA
BREERA
Nantong Texhong Nantong, Manufacturing and USD3,500,000 100%
Yinhai Industrial Mainland China, sales of garment,
Co., Ltd. 20 May 2004 textile knitting
limited liability products and yarns
company in Mainland China
HRRIREERERAR TEEA MBI RRERE RS 3,500,000 T 100%
“ZEMERAZTAH K - SRR E R
BREEAR e
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For the year ended 31 December 2008
HE-TTN\F+_A=1+—HILEE

(BR=AEHNAE

35. PARTICULARS OF SUBSIDIARIES

(All amounts in RMB unless otherwise stated)

B SHNAARKEE)

35. ftEARER &)

(Continued)
Particulars of
Place and date of Principal activities issued share
incorporation and and place of capital or
kind of legal entity operations paid-in capital
Name B oA kY FTEEER ERITRAD Interest
£ BERERERER EEE BANRAFE 1R
Indirectly held-
BERE -
Xuzhou Texhong Xuzhou, Manufacturing and USD15,000,000 100%
Times Textile Co., Ltd. Mainland China, sales of top-grade
29 December 2004, yarns, thread, grey
limited liability fabrics, textile
company knitting products,
and garments in
Mainland China
BNRIAERGBERDA PEEM R EAERERHE 15,000,000 T 100%
“ZEIMFT-AZtNAE  RANER & KW
BREARA PSR m R K
Texhong (China) Shanghai, Investment holding USD30,000,000 100%
Investment Co., Ltd. Mainland China, and trading of
21 June 2005 textile products
limited liability in Mainland China
company
RI(PEDREERAR  HFELE A FERR R A B K R 30,000,000%7T 100%
“EERF A=A BEENRER
AREEAT
Xuzhou Texhong Xuzhou, Manufacturing USD12,500,000 100%
Yinlian Textile Mainland China, top-grade yarns,
Co., Ltd. 30 March 2006 thread, grey fabrics,
limited liability dresses, in
company Mainland China
RNRIRBHBERLDA PEEM R EAERESR 12,500,000 T 100%
ZZTRFZA=TH Wix - 85 AmRRE
BREFAT
Taizhou Texhong Taizhou, Manufacturing USD6,500,000 100%
Yintai Textile Mainland China, top-grade garment
Co., Ltd. 26 May 2006 and special textile
limited liability for construction in
company Mainland China
EMROBRHBERRR RERM A BIA B LE SR K 6,500,0003 7T 100%

“FEAFEA=TAA
BRAEAA

KRR Em AR EE



For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated) ﬁ
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35. PARTICULARS OF SUBSIDIARIES 35. B ARER @) 9|
(Continued) m
-
Particulars of (©)
Place and date of Principal activities issued share E'
incorporation and and place of capital or m
kind of legal entity operations paid-in capital 0
Name SRAT R TEEBR BRFRAS, Interest =
£ BRI R AERERER EENY BANREFE 15 8
=
Indirectly held— O
e R 2
m
Sunray Macao Macao, Trading in Macao MOP$100,000 100% z
Commercial 19 December 2005 =
Offshore Limited. limited liability JZ’
company )
TERFEEAERS  RM RRME 100,000 273 100% >
BRAF —FERFT-A+NA ”
AREERAA -
2
Texhong Textile Hong Kong, Investment holding 10,000 ordinary 100% E
(Hong Kong) 11 May 2006 in Hong Kong share of HKD1 m
Limited. limited liability E'
company
RIGH(EB)ERAR  BA REBETREALRR 10,0008% 100%
“EENFhATH BR1ET
BEREARTA ERK
Changzhou Texhong Changzhou, Manufacturing and RMB32,145,000 100%
Textile Co., Ltd. Mainland China, sales of textile,
1 January 1979 decoration and
limited liability garment in
company Mainland China
BMNRIHBERAR hEIEM R BIARESSE R HE AR 100%
—NtNE—-R—B A -~ R 32,145,0007C
BREEAF
Sunray Trading Hong Kong, Trading, investment 10,000 ordinary 100%
(Hong Kong) 16 February 2005 and corporate shares of HKD1
Limited limited liability services in
company Hong Kong
HHES(BE)ERAR  BE RERETES RER 10,0005 100%
“EZRF-ATRA REME R BRABTERK =
EREAAT z
>
Texhong (Vietnam) Vietnam, Manufacturing of USD16,000,000 100% %
Textile Joint 24 October 2006 yarn in Vietnam 3
Stock Company limited liability x
(formerly known company ::'
as Texhong §
(Vietnam)
Textile Limited) lm;
KA (AR HBR D jeliE] iNEp S e 16,000,000 7T 100% e
BRAR (AR “ETRFTAZTIEA =
(MR)GHERAT)  ARELAR i
o
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£
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ﬁ For the year ended 31 December 2008 (All amounts in RMB unless otherwise stated)
a BE-TT)\F+-A=+—HILFE (BREAZNBEI - FTESEUAREE)
)
%
®
=
P
&
<
9| 35. PARTICULARS OF SUBSIDIARIES 35. B AR&ER @)
m (Continued)
(2]
-
(©) Particulars of
i' Place and date of Principal activities issued share
m incorporation and and place of capital or
o kind of legal entity operations paid-in capital
) Name SRR TR IBERR BRARAS Interest
8 £ BRI AERRER EENH BARNRAEFE 151
-
O Indirectly held-
2 e -
m
-,U.l Texhong Textile British Virgin Investment holding in USD50,000 100%
> Nantong Ltd. Islands, British Virgin
2 14 March 2007 Islands
) limited liability
> company
” RIGHERARAR  HEELES REBERES 50,0005 T 100%
; “ZRHF=A+WA ETREER
= BREMAT
m
E Texhong Textile Hong Kong, Investment holding in HKD100 100%
E' Nantong 6 November 2007 Hong Kong
Investment Limited limited liability
company
A GEERERE BA REBETRERR 100/87C 100%
BRAT “ZZHFT-ARA
BREARA
Texhong Textile Hong Kong, Investment holding in HKD100 100%
(Hong Kong) 24 October 2007 Hong Kong
Holdings Limited limited liability
company
PRARSEAC I BA NEBETREER 10077T 100%
ARAT “ETHETAZIEA
BREART
4 TVN (Hong Kong) Hong Kong, Investment holding in HK10,000 100%
o Limited 4 December 2007 Hong Kong
3 limited liability
3 company
=] TVN (Hong Kong) Limited ~ &5 REBETIREER 10,0007 T 100%
E “ZRHF+_ANA
m BREEAH
bl
% Shanghai Texhong Shanghai, Trading of textile USD500,000 100%
= Trading Co., Ltd. Mainland China, products in
g 11 August 2008 Mainland China
g limited liability
W company
B TERHTESERAR  PELE T B RREEAT 500,000 7 100%
o —22)\F)\A+-R GHEBS
BREART
=&
>
al



For the year ended 31 December 2008
BE-TZT/\F+-_A=1+—HILFE

(All amounts in RMB unless otherwise stated)

(BEAINAEN  FIESERAARKE)

35. PARTICULARS OF SUBSIDIARIES 35. B ARER (@)

(Continued)

Texhong (China) Investment Co., Ltd. is a wholly
foreign owned investment holding company
incorporated in Mainland China. All other
subsidiaries established in Mainland China are
wholly owned foreign enterprises incorporated in
Mainland China.

None of the subsidiaries had any loan capital in issue
at any time during year ended 31 December 2008
(2007: None).

The English names of the certain subsidiaries
represent the best effort by the Group’s
management to translate their Chinese names, as
they do not have official English names.

R (FEDIREBFR QB AR BEARE
MKz 2INEREERAT - FIE
HipfEh BIAFER S 2 B A B RES
B ARBERE MRS 2 ZINE RS o

HE-_ZEN\FE+-A=1+—BHILtFE
AERERE - ERNBAREEEME
BITEERK(—ZETLF &) -

FEREBERESZIRA
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