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OPERATING FIGURES KEEE
2009 2008 2007 2006 2005
“EENE “ZZ)\E “E5tE “ETX —3TRE
For the year ended 31 December RMB 000 RMB 000 Change RMB 000 RMB 000 RMB 000
HENANBLEE ARETT NEEET g4 NEEET NREFT NEEFT
Revenue BB 4,088,436 3,737,641 9.4% 3,254,109 2,667,216 1,915,965
Gross profit A 601,260 458,935 31.0% 434,751 402,863 342,697
Profit for the year EEGH 285,565 214193 33.3% 21111 190,536 180,210
Earnings per share BREN
Basic X RMBAE#032 RMBARE0.47 333% RMBARZ027T RMBAEM022r RMBARE0217
Diluted &3 RMBAE®0.32 RMBAR®0.247 333% RMBARZ027t RMBAEM022r RMBARX0217
CONSOLIDATED BALANCE SHEET mEEERRER
2009 2008 2007 2006 2005
“EENE ZTINF “ERtE ZTTRFE —ETEF
As at 31 December RMB 000 RMB 000 Change  RMB000  RMB000  RMB 000
MM2A31H ARETFT AEETT B ARETT AREFT ARETT
Total assets BEE 3,297,702 3,199,192 +31% 2,645,130 1,829,900 1,401,768
Non-current assets FrEEE 1,627,487 1,623,120 +0.3% 1,339,571 899,343 657,841
Current assets HEEE 1,670,215 1,576,072 +6.0% 1,305,559 930,557 743,927
Total liabilities BmaE 1,811,037 1,970,810 -8.1% 1,569,379 968,251 645,454
Current liabilities TERE 1,510,315 1,396,370 +8.2% 855,717 752,577 560,797
Non-current liabilities Fraak 300,722 574,440 -47.6% 713,662 215,674 84,657
Net current assets THEEFE 159,900 179,702 -11.0% 449,842 177,980 183,130
Net assets BEFE 1,486,665 1,228,382 +21.0% 1,075,751 861,649 756,314
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FINANCIAL INDICATORS B IEE

For the year ended 31 December 2009 2008 2007 2006 2005
BE2ANALFE “TENFE O ZBENE 2Rt —TERE —ZTIF
Inventory turnover days FERERY 74 75 7 58 50
Trade and bill receivables LIS 4]

turnover days FEA 40 41 33 27 28
Trade and bill payables EE SMREFE

turnover days FERY 60 61 48 35 27
Current ratio MENLLE 1.1 1.1 1.5 1.2 1.3
Net debt to equity ratio FREHERLE

(Note 1) (1) 0.39 0.60 0.67 0.42 0.11
Return on equity (Note 2) ERERE (fiH2) 21% 19% 25% 24% 27%

Note 1: Based on total borrowings net of cash and cash ~ #i£7 - $E'<TJ§%E@§E§DFﬁfﬁﬁ%i@ﬁ%ﬁ%w\&
equivalents and pledged bank deposits over total equity. BHERRTTERRERERETESH -

Note 2: Based on the average of the total equity at the — M/af2 < REIRFEF I RFRE 2 TIRHER
beginning and ending of the financial year. HAHEEH -
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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 1,600 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.

CORPORATE STRUCTURE

EBN

RIIGHBEBFR AR ([ RITEHE AR

Al EREMBARSREI AEB ) (BRAT

R 15 4R 55 2678) B EEAREMEI([FE])
SANBHERRER Ly —  ERTRRELW
S NERBRCHBEREESE - AEH
MEZEBABERHEEBLEYE KM K
| CEEIAEEESNNENIEE S
e B—NNEFIE  AEEEBERAR
BHAEBB1,600ERAINEF @ HEREE
KR - BUOM - mRE - BB K& ZI&%%
A EBABEE  RAERTI=AN
1] 7o dok A S 3 K 7 L AR ﬁﬂliﬁgﬁﬁ

BB R 700,000 40 42 %2900 & £ # K A
HERES ©

Texhong Textile Group Limited
(Stock Code on the Hong Kong
Stock Exchange: 2678)
R HBEBARAR
(BB PTIR1D4RSR: 2678)
100% ‘ 100% 100% 100%
c Texm"?g&’:;:zd Texhong Textile Holdings Limited Sunray Intemational Holdings Ltd. Texhong Vietnam Investment Ltd.
e e ROFHREIERAR FHAREERAR ROBRPEBRAR
100% | ! 1 100% | 100%
Texhong Textile Texhong Textile Texhong Textile (Hong Kong)
ntong Ltd. (Hong Kong) Ltd. Holdings Ltd.  —
R EmRAERAR KU (EE)BRAR %H*ﬁﬁ(?rﬁ)f‘ﬁﬁﬁlﬂ
100% 100% 100% 100% 5% 90%
Texhong Textile Nantong ‘exhong (China) Investm Sunray Trading Sunray Macao
Investment Ltd. i ‘22"‘2,' ent (Hong Kong) Lid. Commercial Offshore Ltd. T;fnmng"sm"&
ey FAEREAERA e TRARSERES | caampemoERAT
5%
37% 100% 100%
Nantong Textile s ) "
PR R R et TVN (Hong Kong) Liited
Ll ESTEESERAT
| 100%
100% 100% ‘ ‘ 100%
o ~ ; $Shanghai Texhong Trading Co. Ltd.
Nantong Texhong Yinhai Zhejiang Texhong Textile Chang'zhou Texhong BT S AR AT
Industrial Co., Ltd. Co, Ltd. Textie Co., Lid.
FIBAIRERERRAR AR AEAERAT] EINRISHHEARAR
[50% [70% [ 80% [ 80% 50% [70% [ 80% [80% [70% [s0% | s0%
Xuzhou Jiangsu Xuzhou Xuzhou Taizhou . Nantong Xuzhou Taizhou
Texhong | Centry | Cenury | 199 | Texhong || Cenury || 199 || TaENOU [ cenury || Teshong || Texhong
Times Texhong Texhong Suini Yinfeng Texhong izhou! v:[exhong Texhong Yinlian Yintai
Texile Texile Texie || U9 | T Texte || (Tazho0) oot | Tedie Textie Textie
Co,ld. | Co,ltd | Co,Ltd. %ﬁgl"% Co,Ld. || Co,Ltd. %ﬁ;ﬁ'}'& o ;‘gl Co,ld. | Co,ltd || Co,Ltd.
FRMRET JTEREAR I Hﬂi‘ﬁ (Eﬁlx) MR ZN A ( ﬁ',j,” ‘) iﬁ Attt MR FRINRIL
S RUTHHE PR ﬁffﬁ;ﬂ SREG PN BB BBA R Hh SRESGAS i
‘ﬁ‘ﬁ%’&ﬁ? EFE(A‘ET Eﬁi?ﬂ r* ﬁﬂﬁfﬂ ‘ﬁ‘ﬁiﬁ? r 1 ﬁl‘ﬁfﬂ ‘ﬁ‘ﬂif? EISEI’AET
50% 30% 20% 20% [ 50% 30% 20% 20% 30% 20% 50%
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Hong Tianzhu
HR

Chairman /&




On behalf of the board of directors (the “Board”) of the
Company, | am pleased to present to the shareholders
of the Company the annual results of the Group for the
year ended 31 December 2009.

RESULTS

In 2009, the world economy suffered a severe blow
from the financial crisis. However, by adhering to our
corporate values, looking into our competitive edges
while adjusting flexibly and quickly in response to market
changes, Texhong was able to maintain its leadership
in the increasingly differentiated and segmented textile
industry.

In terms of marketing, not only does our strength lie in
our cutting edge in the field of core-spun yarn textiles, but
also our efforts in developing the market for our denim
yarns and differentiated fibre products. Meanwhile, we
have also captured the very time to reinforce our internal
control and implement optimization measures, thereby
reducing our costs significantly and utilizing the cost
advantage of our plant in Vietnam. As a result, the Group
recorded the best annual performance ever since its
establishment and our shareholders were rewarded with
a fruitful result for 2009.

During the year, the Group revenue increased by 9.4% to
RMB4,088 million. Profit for the year increased by 33.3%
to RMB286 million. Earnings per share was RMBO0.32 in
2009, an increase of 33.3% from 2008.

OUTLOOK

Under the sweeping effect of the global financial
tsunami, it was a norm for the weakest to go to the wall
while the strongest prevailed because the enterprises
that possess certain core strengths could enjoy higher
credibility and bigger market share. In 2009, according
to China National Textile and Apparel Council, domestic
demand in the textile market in the PRC jumped more
than 10% even though the export market shrank. Since
domestic demand accounts for about 80% of the total
sales volume of the PRC textile industry, the market pie
has kept enlarging.

Recently, the global economy has stabilized from the
chaotic period in 2009, while demand from China for
quality life and therefore leisure textiles and clothing
has been on the rise due to the strong growth in the
PRC economy. Being a leading player in the textile
industry, Texhong will follow the trend and capture
the opportunities by continuing with our two-way
development strategy of implementing expansion in
scale and internal quality upgrade.

AANEREARRESE([EFEE)) - MAR
AARBRREIAEEHE_TTAF+ A
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We have taken various measures since the fourth
quarter in 2009. For example, the construction of the
70,000-spindle Phase Il project of Xuzhou Texhong
Times Textile Co., Ltd. in Xuzhou, the PRC commenced
on 19 October 2009 and the plant is expected to be
put into full production in the third quarter in 2010.
Furthermore, in order to gain bigger market share in the
PRC denim yarn market, we have installed additional
cotton carding and combing equipment in our plant in
Vietnam since the end of 2009, thereby stepped up its
production capacity of denim yarn by one-third.

Cotton has been the key raw material of the Group. In
face of the fluctuation in the price of cotton, we have
adopted a flexible purchasing strategy which leverage
on our expertise in order to minimize our cotton
procurement cost. With such measures, as well as
the faith of the market in our innovative strength and
the wide acceptance of our comprehensive and highly
differentiated product mix, we were able to systematically
transfer our increased raw material costs to our
customers in the down stream of the industry through
our pricing policy. Market fluctuation usually comes
with bigger returns. This strategy has been carried out
smoothly and provided a sound foundation for our further
expansion.

On 10 August 2009, the Group was awarded as one of
the top 20 competitive cotton textile enterprises for 2008-
2009 by China National Textile and Apparel Council.
Competition in the textile industry is extremely severe as
this industry has a long history of development. Yet, this
traditional manufacturing industry is also characterized
by chic and innovation. We believe that we will be able to
deliver outstanding results and achieve significant growth
if we can grasp the opportunities in the market with our
passionate creativity and great breadth of innovation.

In fact, our gross profit margin in 2009 rose by 2.4% as
compared with last year, attributable to the introduction
of specialized products and the cost advantage in
Vietnam. Without any unexpected further depression in
the world economy, we expect our profitability to improve
further in 2010 as compared with 2009.

The Group is equipped with one of the most advanced
management system among its competitors and a
workforce comprising of dedicated elites. We will
promote unified corporate values and guidelines and
persist with our operating strategy which focuses on
“professionalism, perfectionism and globalization”.
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OUTLOOK (Continued)

In the past three years, we have laid a firm foundation
on our production base in Vietnam, which currently
accounts for 28% of our overall revenue of operation, for
our future expansion in the international market. On one
hand, we will fully utilize our well established marketing
strength in the PRC domestic market. On the other hand,
we will explore opportunities in the emerging ASEAN
textile market in order to avoid possible anti-dumping
disputes that may arise when we explore other overseas
markets. Looking forward, we anticipate that the Group
will enjoy an accelerated growth in the years to come.

We target at earning over RMB10 billion annually and
maintaining long-standing position in the industry. With
strong confidence, we will strive for our corporate goal to
achieve a revenue from operation of over RMB10 billion.

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.

Hong Tianzhu
Chairman

26 March 2010
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OVERVIEW

We are pleased to present the annual results of the
Group for the year ended 31 December 2009 to the
shareholders. During the period under review, the Group
encountered severe pressure in terms of sales resulting
from the drastic reduction in the selling prices of our
products early this year caused by the global financial
crisis, coupled with the expansion in production capacity
following the full operation of the 210,000 spindles in
our plant in Vietnam. Nonetheless, with the concerted
efforts of the entire staff in expanding our market and
the consistent high quality of our products and services,
the Group was able to gain additional market share
and secure a sustainable growth in turnover of 9.4% to
RMB4,088 million against the current of depression from
the corresponding period last year. Profit for the year set
a record high since incorporation, increased by 33.3% to
RMB286 million from the corresponding period last year.
During the corresponding period last year, the Group
recorded other income and exchange gain on financing
activities totaling RMB121 million. Even though the
amount of non-recurring income of these kinds declined
substantially during the year, profit for the year net of the
above mentioned non-recurring income, still increased by
182% to RMB263 million from the corresponding period
last year. Earnings per share for the year increased by
33.3% to RMBO0.32 from RMBO0.24 for the corresponding
period last year.
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INDUSTRY REVIEW

In 2009, the textile industry in the PRC has gone through
the hardest time during the financial crisis and resumed
stable growth under the push of the national macro-
economic policies. According to the National Bureau of
Statistics of China, investment in large-scale projects
(RMB5 million or above) in the textile industry in 2009
amounted to RMB310.2 billion in total, representing an
increase of 13.86% as compared with 2008.

The increase in production volume of the major products
sped up while the decline in import and export trade
slowed down, and the upper and lower stream cotton
textile industry has gradually rebounded. The PRC is
a major producer and exporter of textile. After years
of development, the PRC textile industry has gained
considerable competitive strength and is equipped with
the most comprehensive industry chain and the highest
processing and auxiliary quality in the world. China’s
export of textile products for 2009 amounted to US$167
billion, representing a year-on-year decrease of 10.1%.
From January to February 2010, the accumulated
amount of export of textile products reached US$28.24
billion, representing a year-on-year increase of 29.0%,
of which a total export of textile products of US$12.64
billion was recorded for February 2010, representing a
year-on-year increase of 89.3%. Domestic sales value
of 2009 amounted to RMB3.7 trillion, jumped by 10.6%
from 2008. These statistics provided evidence of the
significant growth in investment and sales of the industry
in the PRC. In 2009, domestic demand was the key
driving force behind the stabilization and rebound of the
textile industry. Many well-established enterprises and
conglomerates in the industry have strengthened their
self-adjustment ability to mitigate market risks, which
also laid a sound foundation for the healthy growth of the
industry.
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For the year ended 31 December 2009, the turnover
of the Group was RMB4,088 million, representing an
increase of 9.4% as compared with the corresponding
period last year. The turnover comprises sales of yarns,
grey fabrics and garment fabrics. Yarns continued to
be the major product of the Group. Turnover thereof
amounted to RMB3,198 million and accounted for 78.2%
of the Group’s total turnover. Sales volume of yarns,
increased by 39.2% to 172,000 tonnes. It was mainly
due to the efforts of the Group on exploiting the domestic
denim yarn market, which helped utilize the additional
production capacity in our plant in Vietnam, and such
effort was widely accepted by our customers and
contributed to the expansion in our sales volume. The
turnover of our grey fabrics amounted to RMB771 million
and accounted for 18.9% of the Group’s total turnover.
The Group has commenced the restructuring of its grey
fabrics business since late 2008 and has foregone,
relocated or modified our air-jet looms with low economic
efficiency, and such action has started to bring return by
the third quarter of 2009. Although the restructuring has
reduced the sales volume of our grey fabrics by 5.4%
to 93.3 million meters from the corresponding period
last year, it has also reduced our inventory level of grey
fabrics and helped us with the reposition of our products
and the stabilization of the grey fabrics business.

The overall profit margin of our products increased to
14.7% from 12.3% for the corresponding period last
year. Even though early 2009 has been the most difficult
time for our operation as demand and selling prices of
products dropped to historic trough due to the outburst of
the financial crisis, demand and selling prices gradually
resumed from March 2009. Meanwhile, the strengths
of our plant in Vietnam in terms of low production costs
have been brought into full play. The combined effect
of the above boosted the profit margin of our yarns and
resulted in an increase in our overall net profit margin for
the year by 1.3 percentage points against the adverse
market environment in 2009.

On 19 October 2009, the Group held the foundation
laying ceremony of the Xuzhou Texhong Times Textile
Co., Ltd. (fRMARITEFRATEBR 2 7]) Phase 11 70,000
spindles expansion project in Xuzhou, the PRC.
The whole project is expected to be completed and
commenced full production by the third quarter of 2010,
thereby effectively satisfying our customer’s demand
for our core-spun yarns, while our plant in Vietnam
can focus more on the production of denim yarns. This
development paves the way for our division of labour
and specialization of each plant and contributed to the
improvement in our overall profitability. To increase
our production capacity of denim yarns, the Group has
installed new cotton combing and carding machinery in
our plant in Vietnam in late 2009 and it is well prepared
to produce more yarns in 2010. Currently, the production
capacity of denim yarns of our plant in Vietnam has
jumped by one-thirds as compared with 2009.
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BUSINESS REVIEW (Continued)

The Group has further strengthened the strategic
cooperation with Dow Chemical and Lenzing Fibers
(Shanghai) Co., Ltd. In 2009, the Group has successfully
applied the second generation olefin-based XLA™ fiber
technology invented by Dow Chemical to the production
of stretch yarns for making high-end yarn-dyed fabrics,
high end denim fabrics, high-end casual wear fabrics
and high-end uniform fabrics. The Group also produced
different high-end non-spandex core-spun yarns, high-
end denim yarn and high-end knitted yarns using the
cellulose-based Tencel® fiber, Modal® fiber and viscose
fiber materials supplied by Lenzing Fibers. These unique
products have received overwhelming market response
and success, and have helped our Group to gain more
international prestigious customers, such as cooperation
with Toray of Japan to produce high-end knitted yarn.
Our research and development centre in Changzhou
has been developing and improving a wide variety of
products in order to secure our leading position in the
industry and meet the demand of quality customers for
different high-end products.

¥KOEE 2
AEBEBEEERICERBREEE(E8)E

EEmAEE - EZTZTNF  AEEE
A Th R A B FR b 22 85 B3 /9 6 — R olefin-based
XLA™ - HRe B O RERESEGCHT
B EEsrEs - aEANEREEET
HEHIARE AL o ANEE thE ) A i A A
fEHcellulose-based Tencel® + Modal® & #5 2
SUEREMEY - Y RSEHBBRY - &
LR EE M B AR ERGE L EERMEE
FHAE#E  iNE B AREB(Toray) A A&
ERBZ AN EESEAY - REBERIREM
R EE R Ot NET R FE T 35 5 Sk AR E
M R ERROELINT  TRETRE
mE EREENEFR -
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FUTURE OUTLOOK

In view of the continuous expansion in domestic
demand, gradual recovery in the export of textile and
garments as well as the stabilization in the global market
sentiment, we believe that the textile industry of the PRC
is recovering. Also, due to the increasing demand in
the PRC for quality garments and fabrics, the domestic
demand for core-spun cotton yarns is expected to
increase in tandem with the expansion in consumption.
The management believes that in the foreseeable future,
demand for the major products of the Group will be on
the rise.

We substantially realized a hundred percent utilization
of our production capacity during the most severe
depression in 2009 and focused on increasing the
production of denim yarns. Such move was well received
by the customers of our denim yarn business and has
built up a considerable customer base for the further
expansion of our sales of high value-added stretch core-
spun denim yarns in 2010. Based on our belief that there
is enormous demand and potential in the denim yarns
market and that our plant in Vietham has manifested
its edges in costs, the management is actively planning
a rapid raise of the production capacity of our plant in
Vietnam so as to fetch a bigger market share in the
denim yarn market and therefore strengthen our overall
competitiveness and profitability.

The Group was awarded as one of the top 20 enterprises
in the Chinese cotton textiles industry for 2008-2009
by China National Textile and Apparel Council on 10
August 2009. Looking forward, we aim at improving our
profitability through optimizing our existing product mix,
developing new products that cater for the trend and
demand of the market and utilizing the cost advantages
of our plant in Vietnam. Coupled with our expansion of
production capacity, we aim to sustain a high growth in
profit and turnover and reinforce our competitiveness
and leading position within the industry.
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FINANCIAL REVIEW

Turnover

The Group’s turnover comprises the sales of yarns, grey
fabrics and garment fabrics. Due to the continuous strong
domestic demand for high value-added core-spun cotton
textile products and the efforts on actively exploiting
the domestic denim yarn market in the PRC, the sales
of yarns grew by about 18.5% in 2009. Turnover of the
Group by products are shown below:

Bt 75 [0

-

AEERNEXBEIBREHEDR - B ME
o IR _ETNFREBERNE M INMERE
BHBREOFT RFERY - I EAREEEGR
WHFmE - WREXBERN185% T
JIREBEMNEERRR

Gross profit

Turnover Margin
change change
between between
2009and 2009 and
2008 2008

“ZENE Z—ZTNE
Gross profit &% BE L BEFELLL

2009 margin 2008 margn  ZEEN\F ZZTN\F
“EEThF A= ZEENE ERE ZEE ZEE

RMB’000 RMB 000

ARETT AREFT
Stretch core-spun yarns B ALTAER 2,178,768 16.2% 2,036,937 14.8% 7.0% 1.4%
Other yarns Hin#hig 1,018,741 16.3% 662,034 10.4% 53.9% 5.9%
Stretch grey fabrics & A 524,935 9.4% 616,064 8.3% (14.8)% 1.1%
Other grey fabrics Hipkth 245,939 5.2% 293,711 6.3% (16.3)% (1.1)%
Dyed/garment fabrics AEmE 120,053 16.6% 128,895 14.7% (6.9)% 1.9%
Total BEEE 4,088,436 14.7% 3,737,641 12.3% 9.4% 2.4%

Sales of grey fabrics decreased by 15.3% because of
the business restructuring in place in 2009.

Gross profit and gross profit margin

Due to the rise in sales volume and the gain in market
share in core-spun cotton textile products and denim
yarns, gross profit of the Group increased from RMB459
million to RMB601 million, representing an increase of
30.9% compared to last year.

In spite of the severe challenges in the market at the
beginning of 2009, the Group benefited from the cost
advantages of out plant in Vietnam and the strong
domestic demand for our products, the overall gross
profit margin increased by 2.4 percentage points as
compared with 2008. In particular, the gross margin of
other yarns, which were mainly produced by our plant in
Vietnam, increased significantly from 10.4% in 2008 to
16.3% in 2009.

BHR-_FETNEETEBEA - BMIEERR
115.3% °

EMRERNE

MRS A m R T F A IHE BT IR T
MHIEAEE  RNEBENEMNHEFARKE4L59
BT E7+30.9% % AR #6.01{87T ©

HATE_TTNFNMBEEERE  SEAE
TR A B2 A K P BB A AR E B E
MFRKFERS) - NEEBEEEFBEERDA
BT\ FLAT24FEEDE  LHET
TR EEEME ML R EF K H2008
FEW104%AAE-_EZNFA16.3% °
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FINANCIAL REVIEW (Continued)

Cost structure

Cost of sales increased by 6.4% to RMB3,487 million,
which was in pace with the increase in turnover. Raw
material cost accounted for about 80.1% of the total cost
of sales. Cotton is our major raw material.

B 7S EIEE ()

AR

SERAANG.4%E ARHES4.87(E T - mE
SmBE B o BB AL @ E R AL
80.1% ° 1BTEARMEEBRME

Consumables Others  Consumables Others
JHAER Hith  SFER Hith
1.8% 18% 1.6% 1.6%
Utilities Utilities
B Kkt B Kkt

5.9%

5%

Depreciation
e

2.5% 32%

Direct Labour
EETA

6.2% 7.0%

2008
s

Selling and distribution costs

For the year ended 31 December 2009, the Group’s
selling and distribution costs amounted to RMB114
million, representing an increase of 25.2% compared
to that of last year. The increase was in line with the
increase in sales volume.

General and administrative expenses

During the year, the Group’s general and administrative
expenses decreased by 12.4% to RMB144 million, which
amounted to 3.5% of the Group’s turnover. The decrease
was attributable to our efforts on cost control in 2009.

Depreciation
75

Direct Labour
BEETE

2009
—EENE

HERDHAX

REBE-ZENFT_A=+—HLFE &
SEZHERDHRREF LTT252%EA
R¥E1.14187T - FHR R BN HE SR -

—REATHRREX

AEERFANZ —RETEASRD124%E
ARBE144108TT - IEREBEEXFE3.5% ° &
BR_ETNEZRAER TIERTE -

Cash flow EHERE
2009 2008
—ETAF ZEENF
RMB’000 RMB’000
AR FT ARBTFT
Net cash generated from KRR S IFRE
operating activities 368,031 374,490
Net cash used in investing activities KB EHFER S 5 (120,715) (328,164)
Net cash (outflow)/inflow from BEEBMERE
financing activities (), R (168,325) 67,071
Cash and cash equivalents R+—A=+—HHK
at 31 December HekIReSEY 392,003 313,012




FINANCIAL REVIEW (Continued)

Cash flow (Continued)

For the year ended 31 December 2009, net cash
generated from operating activities amounted to RMB368
million. The decrease in net cash inflow from operating
activities was mainly due to the drop in trade and bill
payables. The net cash used in investing activities
amounted to RMB121 million, which was mainly used for
the payment of machinery and other capital expenditures
of the Phase Il construction of our plant in Vietham and
the land payment of a new factory under construction
in Xuzhou, the PRC. During the year under review, the
net cash outflow from financing activities amounted to
RMB168 million, mainly representing the net repayment
in bank borrowings and payment of interest.

Liquidities and financial resources

As at 31 December 2009, the Group’s bank and cash
balances (including pledged bank deposits) amounted to
RMB407.9 million (as at 31 December 2008: RMB334.6
million). As a result of business expansion in 2009, the
Group’s inventories increased by RMB24.6 million to
RMB714.7 million and our trade and bill receivables
decreased by RMB28.6 million to RMB435.5 million (as
at 31 December 2008: RMB690.0 million and RMB464.1
million). The inventory turnover days and trade and bill
receivables turnover days were 74 days and 40 days
respectively, compared to 75 days and 41 days in 2008.
The decrease in inventory turnover days was mainly
attributable to the strong demand of our products leading
to a drop in finished goods below normal level. The trade
and bill receivables turnover days decreased because
the Group took a more prudent trade credit policy to
control the trade and bill receivables level despite a rapid
growth in sales volume in 2009.

To make the capital structure more capable for the long-
term development of the Group’s business, the Group
reduced the total bank borrowings by RMB92.4 million
to RMB984.5 million as at 31 December 2009. Current
bank borrowings increased by RMB185.3 million to
RMB707.9 million while non-current bank borrowings
decreased by RMB277.7 million to RMB276.6 million.
Following completion of the new syndicated loan which is
expected to be available in the second quarter of 2010,
it is expected that the loan financing structure will be
improved. A balance between current and non-current
bank borrowings can be achieved.

g JE1) 1))
RERE(E)
HE_ZZNF+_A=Z+—HLEFE &
SESRSRERDMERSFRAREI68E
T KEEBABRSRAFERDEEEH
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R FERARBI21ET - TEANX
NAREEA B AEE S — R MR
1B R RMEFTERE TR - REBEEE
AN AREREZHESRLFE/SARE
1.68187T © TR IRENRITERE TR L
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FEe#AH(BREEERRTER) AARE
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R¥3.3461B7T) - BEER — ST NFHEITER
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R IIARE2,4608 TTE ARKTA4TETTN
B ANREE2,8608 T E AR KEA.355( T (R
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FINANCIAL REVIEW (Continued) Bt B8 )
Liquidities and financial resources ;mihﬁﬁ&ﬁji‘iﬁ;ﬁ (&)
As at 31 December 2009, the Group’s financial ratios RZ-ZZTNF+_-A C NEE 2 BT
were as follows: BRWT
2009 2008

—EENEF —ZEENF
Current ratio ENLEL & 1.11 1.13
Debt to equity ratio B &R R 0.66 0.88
Net gearing ratio FEREREALE 0.39 0.60
Borrowings BE

As at 31 December 2009, the Group’s total bank
borrowings amounted to RMB984.5 million, among
which RMB347.5 million (35.3%) were denominated in
Renminbi, RMB621.2 million (63.1%) were denominated
in United States dollars, RMB10.4 million (1.1%) were
denominated in Hong Kong dollars and RMB5.4 million
(0.5%) were denominated in Vietnam Dong. These bank
borrowings borne interest at interest rates ranging from
1.5% to 6.8% per annum (2008: 2.8% to 7.9%).

As at 31 December 2009, the Group has outstanding
current bank borrowings of RMB707.9 million (2008:
RMB522.6 million). Current bank borrowings increased
because the syndicated loan amounted to USD38 million
will be due in June 2010. Following the completion of the
new syndicated loan which is expected to be available in
the second quarter of 2010, current bank borrowings are
expected to be reduced.

In respect of the Group’s bank borrowings, the Group
has to comply with certain restrictive financial covenants.

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.

Capital expenditures

For the year ended 31 December 2009, the capital
expenditure of the Group amounted to RMB134.7 million
(2008: RMB416.0 million). It was mainly comprised of
the purchases of machinery for our plant in Vietnam and
the cost for buying a piece of land in Xuzhou, the PRC.

RZZZNFE+_A=+—8  AEEBEHIER
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5408 70(0.5%) BILABRIEFIME © ZERITIE
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FINANCIAL REVIEW (Continued)

Contingent liabilities

As at 31 December 2009, the Group had no material
contingent liabilities.

Human resources

As at 31 December 2009, the Group had a total
workforce of 13,596 (as at 31 December 2008:
13,207), of whom 10,528 were located throughout our
manufacturing plants in China, 176 were based in our
regional headquarters in Shanghai, 2,887 were located
at the Group’s production base in Vietnam and 5 were
based in Hong Kong and Macau. 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 skilled
and motivated staff.

Dividend policy

The Board intends to maintain a long term, stable
dividend payout ratio of about 30% of the Group’s
net profit for the year, providing shareholders with an
equitable return. The Board has resolved to declare a
final dividend of 7.5 HK cents per share in respect of the
year ended 31 December 2009 to shareholders whose
names appear on the register of members on 18 May
2010, subject to the approval by the shareholders at
the forthcoming Annual General Meeting. An interim
dividend of 3.5 HK cents was paid by the Company on 5
October 2009.

B i5E Rl )
R-TENE+-A=+—B  AEELES
KABLE o

ADER

R-BEAFE+-_A=+—H A£EEILA
H#13,596 /(RN T N\F+-_A=+—8:
13,2074 ) © EH10,528 % BB KFEMEE
Hih - 176 2R EBMRAES - 52,887
BN EEESR 2 EEEIA SRR
EELRM - FIEREB AENAEEREFEEN
BRMES - AEBRAHEE TREARSE HW
BertEl o Hh - A ERE TIRAHREFEA R
REENKRBERBIBIEARERE - AEEH
ARG ETEE MY ZE XL o NEEH
RIWERBEETAA BT RESHE TARS
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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. 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, FHKIoD

AEBBNREER 2 BERNEFSKFEZ
TEER  URAREHE  RAEMERBUIE
REA - EFERERRZEXEAEAEKE
ZHRNRIEFARRBEERES -

TEEERERTR
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B ARBAMFERAIE S EARENER K
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TEER=(BIFATEEENX - EFE
ERMEEHREER AR BMERAFES
ERRRAT ERRR DM+ ERE RS
At RIREY ST RS ([P RIS ) = Rk
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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 31 to 33. 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:

tﬁ $ % (%)
BEEVEEFBENENEIIBEZEZER
HERE | AN - EFENERREEAH
RRIEST - 25 RESHMEXR EH
AR

ARBZ=ZRBIFFNTERHEETEARS
R=n2z— - REETRAE31006 - 20—
2ELIFRTESEVNARBEE 2 BXERK
SN EREERNE - EFECRE
BRBIUIFMTEFAMELIB UM FEER
£ URAABBFMTEEIABLETR
A3 ABMRAIEL 185 T 2 Bk

EXSEHAREE  WmAKEZ BERE
AR EENMBRR - WER M EREEZ
E2ERPEEE  RFR - CBETHRESS
T REFZHEBRAT

Number of
Board meetings
attended/held

HERTEEY
SRR
Executive Directors: HITES :
Hong Tianzhu RN
(Chairman and Chief Executive Officer) (FERITEARH) 4/4
Zhu Yongxiang KoK 4/4
Tang Daoping BT 4/4
Gong Zhao BERR 4/4
Independent Non-Executive Directors: BYEHTES
Zhu Lanfen N B2 4/4
Cheng Longdi TEREAR 4/4
Ting Leung Huel, Stephen TRIE
MH, FCCA, FCPA (PRACTISING), ACA, MH, FCCA, FCPA (PRACTISING), ACA, 4/4
FTIHK, FHKIoD FTIHK, FHKloD

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.

REFERTHAERZFHBERASEEER
B - RERE  2FRPERE EFRENK
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THE BOARD (Continued)

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.

DIRECTORS’ SECURITIES TRANSACTIONS
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.

A copy of the Securities Code has been sent to each
Director of the Company first on his appointment and
thereafter twice annually, 30 days and 60 days before the
date of the Board meetings to approve the Company’s
half-year result and annual result respectively, 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 2009.

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
2009. 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;
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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 2009 to review
and discuss the existing policy and structure for the
remuneration of Directors, the remuneration packages of
both the Executive and non-executive Directors and the
attendance of each member is set out as follows:
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(h) BRIV EEFLEMITHEAL(EER
ETRAD 2 EETE B CHOF

() REMEELSHERERFB 2R
HETTRIERN S D DA L BB IR X (A BN &
MAE) o

FMEEeFFARLAF—RgE N2
TNFEBIT-REEGER  UEZ KRR
BEZRITHMBEE RS - RITEE R
TEFZHFUEFSE  mMEXEZERBBERLN
T

Number of Committee
meeting attended/held

Committee member ZEERE HE BITEERERZAH
Ting Leung Huel, Stephen TRE 11
Hong Tianzhu R 1
Zhu Lanfen B 1/1
Cheng Longdi 2R 11
In addition to the Committee meeting, the Remuneration ®BZEeeZI  FMEES TN T HE

Committee also dealt with matters by way of circulation
during 2009. 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 37 to 38 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. 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) to review the Company’s financial controls, internal
control and risk management systems;

(g) 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;

(h) 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;

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

(j) 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 2009 and the
attendance of each member is set out as follows:
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Number of Committee
meeting attended/held

Committee member ZEBRE HE " BITZEEEEIRE
Ting Leung Huel, Stephen TRE 2/2
Zhu Lanfen ENEE 2/2
Cheng Longdi TR 2/2

During the meetings held in 2009, the Audit Committee
had performed the work as summarised below:

(iy 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
2008 (the “2008 Final Audit”);

(i) reviewed the external auditors’ report of finding in
relation to the 2008 Final Audit and the auditors’
report on the connected transactions for the year
ended 31 December 2008;

(iii) reviewed the external auditors’ independent review
report in relation to the 2009 Interim Review;

(iv) reviewed the financial reports for the year ended 31
December 2008 and for the six months ended 30
June 2009; 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
2009, 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 Auditor’s Report on pages 48 and 49.

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 Auditor’s Remuneration

During the year, the remuneration paid and
payable to the Company’s external auditor, Messrs.
PricewaterhouseCoopers, is set out as follows:
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Paid/Payable
Services rendered for the Group EAREERME 2 R ENRENER
RMB’000
ARBFr
Audit services 2R 3,170
Non-audit services (including consulting IR BRI (BT BRI R
service for transfer pricing and agreed-upon R M AL BRI AR
procedures for selected financial information KA ELE DY
of the Group and preliminary announcement WHEIRT)
of results) 300
Total: &5t 3,470
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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, 26 March 2010
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Mr. Hong Tianzhu, 42, 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 19 years of experience in the textile
industry. Prior to establishing the Group, Mr. Hong was
a vice general manager of & TH#ERELEFR AT
(Jinjiang Yifeng Garment Weaving Company Limited).
Mr. Hong is a director and the 100% beneficial owner of
Hong Kong Tin Hong Industrial Limited (F&XIE%AE
R A7 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 2009
respectively.

Mr. Zhu Yongxiang, 43, 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 T8t (Nantong Textile Industry
College) in 1987. Prior to joining the Group in 1997, Mr.
Zhu was an assistant to the general manager of FiR%E
—is#i%%mr (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 2009 respectively.

Mr. Tang Daoping, 44, 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 HBMEFEHRAZE (Xuzhou Radio and
TV University) in 1996 majoring in accounting. Mr. Tang
has over 26 years of experience in the textile industry.
He was a workshop manager of MEZE454M (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, 55, 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 26 years of experience in the textile
industry. Prior to joining the Group in 1998 as a vice
general manager, Mr. Gong had worked in 52500
124758 (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, 68, studied in #5454 T 2§ (Huadong
Textile Industry School) in textile. Ms. Zhu has over
41 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 B R4T4TTE 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, 50, obtained his doctorate
degree in textile from Donghua University in 2002.
Professor Cheng is currently a professor of FiE A4,
T2 R (Department of Textile Engineering, Donghua
University) and he is also the #i@EEHEITHE BEHE
BEEHEIEE (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 56, 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 @ 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. Prior to 3 July 2007, he was
also an independent non-executive director of eForce
Holdings Limited, a listed company in Hong Kong. He
was also appointed as an independent non-executive
director of China SCE Property Holdings Limited, a listed
company in Hong Kong, since 6 January 2010.
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Mr. Sha Tao, 44, 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

Industry University) in 1986. Mr. Sha has over 22 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 @@ —18474%m (Nantong No. 2 Cotton
Textile Factory).

Mr. Hu Zhiping, 46, is a vice president of the Group
and responsible for the grey fabric sales operations of
the Group. Mr. Hu graduated from #5823 K2 (Wuxi
Professional University) in textile in 1984. Mr. Hu has
over 22 years of experience in the textile industry. He
was an vice general manager of 5 EMERR A 7
(Wuxi Xieda Weaving Company Limited) prior to joining
the Group in 1998.

Mr. Cheng Chi Ming, 44, was 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 and
has resigned on 28 August 2009.

Mr. Hui Tsz Wai, aged 36, the chief financial officer and
company secretary of the Group. He graduated from
the Chinese University of Hong Kong with a bachelor
of business administration (honours) degree. He is a
fellow member of the Association of Chartered Certified
Accountants and a Certified Public Accountant of the
Hong Kong Institute of Certified Public Accountants. He
is also a Chartered Financial Analyst and a Certified
Fraud Examiner. He has more than 15 years working
experience in finance related area. He had been working
at one of the big 4 international accounting firms for
about 9 years. He successfully assisted the Group in
completion of the initial public offering on the main board
of the Stock Exchange of Hong Kong Limited in 2004.
Mr. Hui joined the Group again in August 2009.
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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 FHKIoD
Ms. Zhu Lanfen
Professor Cheng Longdi

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

COMPANY SECRETARY
Mr. Cheng Chi Ming (resigned on 28 August 2009)

Mr. Hui Tsz Wai (appointed on 28 August 2009)

AUTHORISED REPRESENTATIVES
Mr. Hong Tianzhu
Mr. Cheng Chi Ming (resigned on 28 August 2009)

Mr. Hui Tsz Wai (appointed on 28 August 2009)

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

HITES
R ()
AR S
BB
BERR S

BYFATES
REBERERS
TRIELE
MH FCCA FCPA (Practising)
ACA FTIHK FHKloD
KMzt
TEERRHIR

FHMEES
TRIBEEE
MH FCCA FCPA (Practising)
ACA FTIHK FHKIoD
HRMELE
N iy o
TEERHIR

DEWE
BRI E
(R=ZTAENA=-TN\BET)
S Yol
(R—ZETZAENA T N\BEZE)

REARRK
R A
BRI
(R=ZZEZAENA=-T/N\BET)
S Yol
(R—ZETZAENA T N\BEZE)

HWIRER
BB

AR
S5 ER 22357
TS ESE B
18121818 =



REGISTERED OFFICE
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The Directors of the Company submit their report
together with the audited financial statements of the
Company for the year ended 31 December 2009.

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

The Group is engaged in the manufacturing and sale
of yarns, grey fabrics and garment fabrics. Business
analysis of sales, segment results, total assets and
capital expenditures are set out in note 5 to the
accompanying financial statements.

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 2009 are set out in the consolidated
statement of comprehensive income on page 52 of this
annual report.

The board recommended the payment of a final dividend
of HK$0.075 per share in respect of the financial year
ended 31 December 2009.

RESERVES

Details of movements in the reserves of the Group and
of the Company during the year ended 31 December
2009 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 2009 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
2009 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 2009, no option was granted under
the Share Option Scheme.
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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. Hong Tianzhu, Mr. Tang
Daoping and Mr. Gong Zhao 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 31 to 33 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 2009, 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 “SFQ”), 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:
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Name of Number of
Group member/ ordinary
associated shares
Name of directors corporation Nature of (Note 1)
of the Company AEBREAT interest ZEREE Percentage
AARESHE HEEE BB EEME (Bt5t1) ADLt
Mr. Hong Tianzhu the Company Interest of controlled 558,959,173 (L) 63.18%
BRI kA ANAR] corporation(s) (Note 2)
FriZEHlE AR R (Hizt2)
the Company Beneficial owner 4,400,000 (L) 0.50%
RAT] BanlEBA
Mr. Zhu Yongxiang the Company Interest of controlled 251,716,000 (L) 28.45%
RKFFEFE ANAR] corporation(s) (Note 3)
FriZEHlE AR R (H1523)
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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.
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% 558,959,173 it fx 15 # 395,459,173 % LA
New Green Group Limited (New Green
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163,500,000 % A Trade Partner Investments
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#New Green Group Limited &z Trade Partner
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SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY

So far as the Directors are aware, as at 31 December
2009, the interests or short position of the persons other
than a Director or chief executive of the Company in
the Shares or underlying shares or debenture of the
Company which were recorded in the register required to
be kept by the Company pursuant to Section 336 of the
SFO were as follows:
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Ordinary Shares of the Company: RRAB 2 EBR

Number of
ordinary
Name of the Nature of shares

substantial shareholder interests (Note 1) Percentage

RAREERRHEE BB BEHE ZERYE =N
(BisE1)

New Green Group Limited Beneficial owner 395,459,173 (L) 44.70%
EmfaA (Note 2)
(B1at2)

Trade Partner Investments Limited Beneficial owner 163,500,000 (L) 18.48%
EnEAA (Note 3)
(H17£3)

Wisdom Grace Investments Limited Beneficial owner 88,216,000 (L) 9.97%
BB A (Note 4)
(Ktit4)

Hong Kong Tin Hong Industrial Limited Interest of controlled 395,459,173 (L) 44.70%
BEERUBXERAR corporation(s) (Note 2)
FriE A A B 2 (Hizt2)

Ms. KE Luping Interest of spouse 563,359,173 (L) 63.68%
&R+ B i@ (Note 5)
(H175)

Ms. ZHAO Zhiyang Interest of spouse 251,716,000 (L) 28.45%
HEGZ T [eEE s ey (Note 6)
(Ktite6)
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UNDERLYING SHARES AND DEBENTURES
OF THE COMPANY (Continued)

Notes:

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

2.  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.

3. 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.

4. 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.

5. 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.

6. 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.
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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 2009 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 35.9%
Sales
— the largest customer 3.0%
— five largest customers combined 10.6%

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.

RELATED PARTY TRANSACTIONS

The related party transactions set out in note 34 to the
financial statements did not fall within the definition
of “connected transaction” or “continuing connected
transaction” in Chapter 14A of the Listing Rules.
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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. Tianhong Printing and
Dyeing has stopped all operation since 2008. Therefore,
there was no longer any competition or potential
competition between the Group and Tianhong Printing
and Dyeing.

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
2009.

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
2009.
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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.

AUDITOR

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, 26 March 2010
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PRICEWATERHOUSE(COPERS

BORMKES 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 50 to 135, which comprise the consolidated and
company balance sheets as at 31 December 2009, and
the consolidated statement of comprehensive income,
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 2009
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, 26 March 2010
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As at 31 December 2009 (All amounts in RMB)
RZZTZAF+ZA=+—H0 (FELERARBIHE)

o
o
]
|
E
]
"
®
(2]
(©)
4
n
(©)
=
S
=
m
O
v
s
4
()
m
(2}
L
m
m
—

2009 2008
—EEAF —EENF
Note RMB’000 RMB’000
it AR T AR BTFr
Non-current assets FREEE
Land use rights T Hb{E A 6 154,483 116,482
Property, plant and equipment e =N 7 1,435,545 1,467,211
Investment in an associate il s 9 34,858 34,572
Deferred income tax assets RIEFTEREE 19 2,601 4,855
1,627,487 1,623,120
Current assets REEE
Inventories FE 10 714,655 690,026
Trade receivables JEUE 57118 11 175,146 78,124
Bill receivables JEU E L FRIE 11 260,319 385,989
Prepayments, deposits and TENFIE  RZe Rk
other receivables H b EUER SR 12 112,193 87,351
Pledged bank deposits BRI TER 13 15,899 21,570
Cash and cash equivalents RERBEEED 13 392,003 313,012
1,670,215 1,576,072
Current liabilities REEE
Trade and bill payables ERNEBSREEZIE 20 510,602 631,068
Accruals and other payables TEIRB R R EA
FERTRRRK 21 282,741 226,762
Current income tax liabilities EHFSRARE 8,798 8,018
Borrowings BE 17 707,869 522,607
Derivative financial instruments PTEEmIT A 18 305 7,915
1,510,315 1,396,370
Net current assets REBEEFE 159,900 179,702
Total assets less current liabilities #AEERREBERE 1,787,387 1,802,822
Non-current liabilities ERBARS
Borrowings BE 17 276,585 554,267
4 Deferred income tax liabilities BEASHREE 19 24,137 20,173
m
x
3 300,722 574,440
z 77777777777777777777777777777777777777777777777777777777777
)
,;.4 Net assets EEFE 1,486,665 1,228,382
=
m EQUITY =
) Capital and reserves attributable A2 T REZFH A
ol to the Company’s equity holders  FE{EIRA R (1S
2 Share capital & A 14 94,064 94,064
H Reserves i 16 1,392,601 1,134,318
3
m
° Total equity SRR 1,486,665 1,228,382
H
=
2
¥
Hong Tianzhu Zhu Yongxiang AR KRR
g Director Director 2 EF
BB
)

The accompanying notes are an integral part of these  [f:F Bilt45A& BTG HRFTAN — 05 ©
consolidated financial statements.
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As at 31 December 2009 (All amounts in RMB) i
R-ZTZNEF+—A=+—H8 (FIELEUAREE) E
8]
&
*
us]
S
P4
2
2009 2008 s
—EEhE —ETN\F L
Note RMB’000 RMB’000 m
Kzt ANRETF T AT »
Non-current assets FRBEE
Property, plant and equipment M - BB KRG 7 173 385
Investments in subsidiaries RETB AR ZI&E 8 623,967 860,939
624,140 861,324
Current assets RBEE
Prepayments, deposits and TENFHIE - ek
other receivables Eo A FE R X 12 5 93
Due from subsidiaries FELIFT A B 5K 8 643,663 408,326
Cash and cash equivalents RERBEEHEY 13 1,087 3,568
644,755 411,987
Current liabilities REaE
Accruals and other payables TR B A R EA
FERTERER 21 85,005 85,448
Due to subsidiaries JEAHF B A = RIE 8 266,521 128,511
Borrowings BE 17 262,672 189,234
Derivative financial instruments PTEEMTAE 18 305 =
614,503 403,193
Net current assets REBEEFE 30,252 8,794
Total assets less current liabilities @& ERABEE 654,392 870,118
Non-current liabilities FERBEE
Borrowings B 17 170,705 382,377
Net assets EEFE 483,687 487,741
EQUITY =
Capital and reserves attributable to 7~ T R#ERFH A
the Company’s equity holders AR AR E
Share capital &7 14 94,064 94,064
Reserves e 16 389,623 393,677
Total equity R 483,687 487,741 <
g
>
r
Pl
m
v
(]
bl
|
. S
Hong Tianzhu Zhu Yongxiang HER®R RKFE S
Director Director EF = I
[
The accompanying notes are an integral part of this  FizE ULz — &) - ﬁ
financial statement. -;H;
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ﬁ For the year ended 31 December 2009 (All amounts in RMB)
é BE_ZThEFE+_A=+—ALEFE (FTESBEUARKEE)
2
[i:1
L
2
x*
(@}
= 2009 2008
3 —ETAF —EENF
C Note RMB’000 RMB’000
=_°>, i3 ARMF T AT
m
o Revenue WA 22 4,088,436 3,737,641
g Cost of sales SHERL AN 24 (3,487,176) (3,278,706)
]
Z Gross profit EF 601,260 458,935
m
4
= Selling and distribution costs HE R IHRX 24 (114,242) (91,277)
e General and administrative expenses —#& M 1T RS2 24 (143,891) (164,204)
o Other income Haplg A 23 20,670 66,156
g Other losses — net HitbE18 — %58 23 (1,101) (4,831)
o
oL Operating profit KRR 362,696 264,779
I 77777777777777777777777777777777777777777777777777777777777
m
Z Finance income BT A 26 3,985 3,947
= Finance costs W% E R 26 (49,136) (3,392)
m
g Finance (costs)/income — net B (EA), WA
g —F8 26 (45,151) 555
]
Share of profit/(loss) of an associate 7 EHE4 A 7
Al (E51E) 9 286 (16,966)
Profit before income tax MRETER AR 317,831 248,368
Income tax expense FriS iR > 27 (32,266) (34,175)
Profit for the year FRER 285,565 214,193
Other comprehensive income Hip 2wk - -

Total comprehensive income for  ZxA T REZFE A
the year, attributable to EBEEREE
equity holders of the Company W 4agE 285,565 214,193

Basic earnings per share for profit FRZ& 2R 7 RE
attributable to equity holders of BFEABMRTZ

the Company during the year BRERRF
(expressed in RMB per share) (LNERARBERT) 30 0.32 0.24
Dividends IRE 31 85,651 -

The accompanying notes are an integral part of these  KizEAUtirE B mTA—EH °
consolidated financial statements.
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Balance at 1 January 2008

Comprehensive income

Profit for the year

Other comprehensive income

Total comprehensive income

Transactions with owners

Issue of shares upon exercise of
share options

Dividend paid

Total transactions with owners

Balance at 31 December 2008

Balance at 1 January 2009,

as per above

Comprehensive income
Profit for the year

Other comprehensive income
Total comprehensive income

Transactions with owners
Dividend paid

Balance at 31 December 2009

For the year ended 31 December 2009
BE_TTNAF+-A=+—HLFE

(All amounts in RMB)
(FTESBEUAREE)

Attributable to equity holders

Share
capital

LZ

Note RMB’000
Wi ARBFT

R-BENEF
—B—-BH&EH

FABA
FREN

HittimaRA
L ON L]
RHEEREAZRS
INTEBRER

BITAD 14
EfRE
RREREAZRZAE

R-ZBENF
+tZR=t—-HiEe

R-BZhFE—-H—H
Hgkes mEE35

L) ON
A

Hitira WA
FEWARE

HEEREAZRS
ERERE

R-ZBNE
T A=1— A&k

The accompanying notes are an integral part of these

consolidated financial statements.

93,990

74

74

94,064

94,064

94,064

HiRE Rt AR A MR R — &b

of the Company
RARRERE AELL
Reserves
(Note 16) Total
i st
(Hit16)
RMB’000 RMB’000
AEBEFT  AEETT
981,761 1,075,751
214,193 214,193
214,193 214,193
437 511
(62,073) (62,073)
(61,636) (61,562)
1,134,318 1,228,382
1,134,318 1,228,382
285,565 285,565
285,565 285,565
(27,282) (27,282)
1,392,601 1,486,665
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ﬁ For the year ended 31 December 2009 (All amounts in RMB)
g HEZZThF+-A=1T—HILFE (FTESBEUARKEE)
)
&
P
B
x*
(9]
o
P4
8 2009 2008
- —ETAF ZETENF
O Note RMB’000 RMB’000
ﬁ lifz3 ARMFT  AREFT
g Cash flows from operating RELETTEN
‘>n activities HERE
T Cash generated from operations KEMEAMNIRS 32 389,314 396,178
M Interest received EHFIE 3,985 3,947
o Income tax paid BEAETEH (25,268) (25,635)
=
® Net cash inflow from K TRENESE
> operating activities WEMNFEE 368,031 374,490
m
= Cash flows from investing RERETEN
L activities BERE
= Capital contribution to an associate ~ AL A TTE g - (7,739)
Purchase of property, plant and BEYXE  BE
equipment B (88,408) (309,727)
Proceeds from disposal of property, HEWE - HE K&
plant and equipment and SR LA S
land use rights & ARS8 32 2,568 25,917
Acquisition of land use rights U B + b fe P4 (40,546) (25,818)
Decrease/(Increase) in pledged B RRITIF
bank deposits D (35hn) 5,671 (10,797)
Net cash used in investing activities % & BB FTFEIR & 548 (120,715) (328,164)
Cash flows from financing RERMEFEN
activities RenE
Proceeds from issuance of shares BITIRDFTS5RIE - 511
Proceeds from borrowings BEEEHRIE 796,104 856,809
Repayments of borrowings BEEBEE (887,048) (653,133)
Dividends paid SRR (27,282) (62,073)
Interest paid BERFE (50,099) (75,043)
Net cash (outflow)/inflow from MELZEELRS
financing activities (R, RAFEE (168,325) 67,071
Net increase in cash and ReRRLEEY
cash equivalents B hNREE 78,991 113,397
Cash and cash equivalents at FeBReR
beginning of the year ReFED 13 313,012 199,615
Cash and cash equivalents at FRZEER
end of the year REEEY 13 392,003 313,012

The accompanying notes are an integral part of these  MiFERILERE M HESMERH —FLH °
consolidated financial statements.
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For the year ended 31 December 2009
BE_TTNF+-A=+—HILFE

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 garment 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
GT, George Town, Grand Cayman, KY1-1111,
Cayman lIslands.

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 26 March 2010.

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 of
Texhong Textile Group Limited have been
prepared in accordance with Hong Kong
Financial Reporting Standards (HKFRS). The
consolidated financial statements 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.

(All amounts in RMB unless otherwise stated)

(BRBAFNAESN - IEEBEAARBTHE)

RUHBEEERDR([ARE ) RE
MEAR (B ARE])TEXK RS
ENSHEDR - T REF o

RARRTRZZEENF+LA+=BEH
EHERBRSHE R RNEAEMKIL B
—RERRERAAF] - ARAFEMHE
% {37 7 Cricket Square, Hutchins Drive,
P.O. Box 2681 GT, George Town,
Grand Cayman, KY1-1111, Cayman
Islands °

BN —_ZETNF+_ANABE XA
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([T ) ER LT o

BIFREER  SEMBRRAPTEA
RE(TARB 25 - ARBEEEN
—E-TF =T RNBHETIE AR
BMB®RE

RBIAER S M MR AN T ZGFTIK
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For the year ended 31 December 2009

BECHEBEFEHETEY a3LINIT dNOYD ITILX3L ONOHXIL

[3,]
(=

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.

Changes in accounting policy and
disclosures
(i)  New Standards and amendments to
Standards that are effective in 2009 and
have been adopted by the Group
. HKAS 1 (revised) “Presentation of
financial statements”. The revised
standard prohibits 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 in a
statement of comprehensive income.
As a result the Group presents
in the consolidated statement of
changes in equity all owner changes
in equity, whereas all non-owner
changes in equity are presented
in the consolidated statement
of comprehensive income. The
consolidated financial statements
have been prepared under the
revised disclosure requirements.
Since the change in accounting
policy only impacts presentation
aspects, there is no impact on
earnings per share.

(Al amounts in RMB unless otherwise stated)

BE_ZTTNAF+_A=+—HLEFE (BRBBFNAES - IEEBEAARBEHE)
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For the year ended 31 December 2009
BE_TTNF+-A=+—HILFE

Changes in accounting policy and
disclosures (Continued)

(i)

New Standards and amendments to

Standards that are effective in 2009

and have been adopted by the Group

(Continued)

. HKFRS 7 (amendment) “Financial
Instruments — Disclosures”. The
amendment requires enhanced
disclosures about fair value
measurement and liquidity risk.
In particular, the amendment
requires disclosure of fair value
measurements by level of a fair
value measurement hierarchy. As
the change in accounting policy only
results in additional disclosures,
there is no impact on earnings per
share.

. HKFRS 8, ‘Operating segments’.
HKFRS 8 replaces HKAS 14,
‘Segment reporting’. It requires
a ‘management approach’ under
which segment information is
presented on the same basis as
that used for internal reporting
purposes. The Group has applied
HKFRS 8 from 1 January 2009 and
reportable segments are divided
by both product and geographical
perspectives, which is consistent
with the internal reporting provided to
the chief operating decision-maker.
Comparatives for 2008 have been
restated.

. HKAS 23 (Revised) “Borrowing
costs”. It requires an entity to
capitalise borrowing costs directly
attributable to the acquisition,
construction or production of a
qualifying asset (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
amendment has no significant impact
on the Group’s accounting policies
as the Group’s existing accounting
policy on borrowing costs comply
with the amended requirements.

(All amounts in RMB unless otherwise stated)
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For the year ended 31 December 2009 (Al amounts in RMB unless otherwise stated)

BE_ZTTNAF+_A=+—HLEFE (BRBBFNAES - IEEBEAARBEHE)

Changes in accounting policy and BT BREERBE(E)

disclosures (Continued)

(i)  New Standards and amendments to () R-FEFANFHEYMAFEEHE
Standards that are effective in 2009 AEERN 2 FT2E B R PEAIEET

and have been adopted by the Group (%)

(Continued)

HKFRS 2 (Amendment) “Share
based payment” — Vesting conditions
and cancellation. 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 adoption

FRMBHRELERE25
(EETA)[ VAR £ T
Z AR — BB R MRt
W1 HRET BB
EHE AR R R KRB R
o PARAD R ERE 2T
R BT BB
iRt o B - e F R
REEZBREREER
Hi B BEOURBE AL
ZENZHFEREHA S
ZAFEAR - AT E
R A EER L B
RIEHG R R 2 SR B
BeifhfE - AR
Tim A BB AT E
o BBERBERZ &5
BRIEEANIR o SR E
BT RN G HAEE

of the revised standard does not ZMBmMEBEMER
have any significant impact on the T -
Group’s financial statements.
(i)  Amendments to Standards and (i) R-BESFENBEHLEE
interpretations to existing Standards that WHEEBR L EANEET R
are effective in 2009 but do not have BE R R

BECHEBEFEHETEY a3LINIT dNOYD ITILX3L ONOHXIL

o
-]

significant impact to the Group

HKAS 32 and HKAS 1 (Amendment),
“Puttable financial instruments and
obligations arising on liquidation”

HKFRS 1 and HKAS 27 (Amendment),
“Cost of an investment in a
subsidiary, jointly controlled entity or
associate”

HK(IFRIC)-Int 9 (Amendment),
“Reassessment of embedded
derivatives” and HKAS 39
(Amendment), “Financial instruments:
Recognition and measurement”

HK(IFRIC)-Int 13, “Customer loyalty
programmes”

HK(IFRIC)-Int 15, “Agreements for
the construction of real estate”

BB G EREI2H K&
EF ST ENE15HR(E
AR ESRT A
MEREELEZET]
B ISHREERIE 15
MEBGTTERFE275
UBETA) [ RERKB A
7]~ LR ) E B ok B
BNEZ AN
BEE(EBRHBRERE
ZEE)—REFR(E
IR EFH T EREDT
AT R IRBEBSHER
FIRUERI AN [T
A : RN =

B (EBRHBRERE
ZEe)—REBE3N
EI=HE e

HE (BB HHRE2E
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For the year ended 31 December 2009
BE_TTNF+-A=+—HILFE

Changes in accounting policy and
disclosures (Continued)
(i) Amendments to Standards and

interpretations to existing Standards
that are effective in 2009 but do not
have significant impact to the Group

(Continued)

HK(IFRIC)-Int 16, “Hedges of a net
investment in a foreign operation”

HK(IFRIC)-Int 18 — Transfer of assets
from customers

The first annual improvements
project to HKFRSs issued in October
2008 by HKICPA, except for
amendment to HKFRS 5

(i)  Amendments to or new Standards that
are not effective in 2009 and have not
been early adopted by the Group

HKAS 27 (Revised) “Consolidated
and separate financial statements”.
The revised standard requires
the effects of all transactions with
minority interest 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.
In this respect, there is no change
from the Group’s existing accounting
policy. 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 Group will apply
HKAS 27 (Revised) prospectively
to transactions when control is lost
starting from 1 January 2010.

(All amounts in RMB unless otherwise stated)
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For the year ended 31 December 2009 (All amounts in RMB unless otherwise stated)

BE_ZTAFt_A=t—HLEFE (BABNAEN  ESRAARKEHE)

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2. EESBEBE®

2.1 Basis of preparation (Continued) 21 wRBEEE)
Changes in accounting policy and BN BREEREE(E)

disclosures (Continued)

(i) Amendments to or new Standards that are (iii) R-FFANFrARENALRE
not effective in 2009 and have not been B KR 2 SERNEFT AT
early adopted by the Group (Continued) AI(E)

+  HKFRS 3 (Revised) “Business . BENBWmEEREIR
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combinations”. 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 income statement.
There is a choice on an acquisition-
by-acquisition basis to measure
the non-controlling interest in
the acquiree either at fair vale or
at the non-controlling interest’s
proportionate share of the acquiree’s
net assets. When a business
combination achieved in stages, the
acquiree at its fair value at the date
of control is obtained, recognising a
gain/loss in the income statement.
All acquisition-related costs should
be expensed. The Group will adopt
HKFRS 3 (Revised) prospectively to
all business combinations starting
from 1 January 2010.
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For the year ended 31 December 2009
BE_TTNF+-A=+—HILFE

Changes in accounting policy and

disclosures (Continued)

(iii) Amendments to or new Standards that are
not effective in 2009 and have not been
early adopted by the Group (Continued)

HKFRS 9 “Financial instruments”.
Financial assets are required to be
classified into two measurement
categories: those to be measured
subsequently at fair value, and those
to be measured subsequently at
amortised cost. The decision is to
be made at initial recognition. The
classification depends on the entity’s
business model for managing
its financial instruments and the
contractual cash flow characteristics
of the instrument. An instrument is
subsequently measured at amortised
cost only if it is a debt instrument
and both the objective of the entity’s
business model is to hold the asset
to collect the contractual cash flows,
and the asset’s contractual cash
flows represent only payments of
principal and interest (that is, it has
only ‘basic loan features’). All other
debt instruments are to be measured
at fair value through profit or loss.
All equity instruments are to be
measured subsequently at fair value.
Equity instruments that are held for
trading will be measured at fair value
through profit or loss. For all other
equity investments, an irrevocable
election can be made at initial
recognition, to recognise unrealised
and realised fair value gains and
losses through other comprehensive
income rather than profit or loss.
There is to be no recycling of fair
value gains and losses to profit or
loss. This election may be made on
an instrument-by-instrument basis.
Dividends are to be presented
in profit or loss, as long as they
represent a return on investment.
The Group will adopt HKFRS 9
starting from 1 January 2013.

(All amounts in RMB unless otherwise stated)
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For the year ended 31 December 2009
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Changes in accounting policy and
disclosures (Continued)
(iii) Amendments to or new Standards that are

(All amounts in RMB unless otherwise stated)

(BRBBFNAES - IEEBEAARBEHE)

not effective in 2009 and have not been

S BRBERBE(E)
(i) = ET S F B R AENA T

early adopted by the Group (Continued)

The Group is in the process of
making an assessment of the impact
of the following new Standards,
amendments to Standards and
interpretations to existing Standards
upon initial application. It is
expected that these new Standards,
amendments to Standards and
interpretations to existing Standards
are unlikely to have a significant
impact on the Group’s results of
operations and financial position.

B AR IRA < ERNEET 2 FTE

ﬁf/(f“t")
AEBEB EF AR EH
R ERBEITRHR
BEAZZENERE
REzFE - AHZE
FAER - RS RT I 3
AEEzRBREZT
@%ﬁﬁizi‘“%iﬁ
M BRRELES
.

Effective for
annual periods
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HKAS 24 (Revised)

EB Gt ERIE 2455 (KIERT)

HKAS 32 (Amendment)

FRGTEAEI2R(EFTK)

HKAS 39 (Amendment)

E%Eﬂ +E|J%39‘J'J‘<1 ET$>

HKFRS 1 (Amendment)
ERMBRERNER
({ERTA)

HKFRS 2 (Amendment)
BN BIREERE2R
(EFTK)

HK(IFRIC)-Int 14

B (BRI 2
FEE)-RBFE145

HK(IFRIC)-Int 17

AR (BRI B mELRE
%Z88)-2BEITH

HK(IFRIC)-Int 19

B (BRI TS 2
FEE)-RBFE197

beginning on
or after
RT5BHH 2%
Mz EERBER
Related party disclosures 1 January 2011
iy —2—%—-f—H
Classification of rights issue 1 February 2010
Ak S8 I S a=
Eligible hedge items 1 July 2009
REREHIER —ETNF+HA-H
Presentation of financial statements 1 January 2010
(additional exemptions for first time ~ —ZE—F&—F—H
adopters)
sl 25(ERERZ
BINAR)
Group cash-settled share-based 1 January 2010
payment transaction —E-FF-H-H
SEARMDRER KRS
I n#Zx*/E’;J

Prepayments of a minimum

funding requirement
REESER BT
Distribution of non-cash

assets to owners
MEBADRER S AE
Extinguishing financial liabilities

with equity instruments
NERTARHESREE

1 January 2011

—E—F—f—H
1 July 2009
—2TNFLA-H
1 July 2010
—T-TF+H—H
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Changes in accounting policy and
disclosures (Continued)

(iv) HKICPA’s improvements to HKFRS

Amendment to HKFRS 5 as part of the
HKICPA'’s first annual improvements
project to HKFRS has been published
in October 2008 and HKICPA’s second
annual improvements project to HKFRS
have been published in May 2009. These
improvements to HKFRS have introduced
certain amendments to those standards
set out below. These amendments are
not effective in 2009 and have not been
early adopted. The Group is assessing
the impact of these amendments. The
Group will apply these amendments from
1 January 2010.

. HKAS 1 (Amendment) “Presentation

of financial statements”
. HKAS 7 “statement of cash flows”

. HKAS 17 “Leases”

. HKAS 18 “Revenue”

. HKAS 36 “Impairment of assets”

. HKAS 38 “Intangible assets”

. HKAS 39 “Financial instruments:
Recognition and measurement”

. HKFRS 2 “share-based payment”

. HKFRS 5 “Non-current assets held
for sale and discontinued operations”

. HKFRS 8 “Operating segments”

. HK(IFRIC)-Int 9 “Reassessment of
embedded derivatives”

. HK(IFRIC)-Int 16 “Hedges of a net
investment in a foreign operation”

. HK(IFRIC)-Int 4 “Leases -
Determination of the Length of Lease
Term in respect of Hong Kong Land
Leases”

(All amounts in RMB unless otherwise stated)

(BRBAFNAESN - IEEBEAARBTHE)

ERREERKE ()

(iv) ZIBEETEIAEH B ETEH
EERIEL AN E
ERBEEEHAEHE UK
BEREAEHIE —HFER
ZHRENEBMBREERSE
5 (BAT R ER—FTNF
TABM  MELSMHAE
HEBYBREEREHH S
“HERNERBER_TF
NERRRM - ZFEEFTRZ
ZTNFHARERKRILARBEIR
B - REBEFEZEER
FINFE AEEKE —T—
TE-A-BEERZSE
B

- BESHERFIR(E
R BATEHRR 251
- BAAGHENETRIR

EREHK

< BAEEFHEANFETHRIE
=4

«  BAEREANF18HK
# |

«  BBEFERIEI6WRIE
ERIE]

< BAEFHERFEI8H[E
WEE]

«  BAEREANFEINRE
BMTR : ERNE]

« BABUHMEERE25R
[ARR 5 A EEHE A5 3K

- BEMBREERFESR
[FEHEIERBEER
B IEER]

< BAEUBHRELAFSH
[R5 ]

- BE(ERMBRERE
ZEg)-2BFEIR &
e RARNSTET A

- BE(ERPBHRERE
ZBE) -—REF16%
2 pi) S R =TS
A

- BE(ERMBRERE
ZEg)-2BFE4RE
E-BrHAELHHEE
MHEFH]

6002 LJOd3d TVNNNV

BEEUEE

(-]
w



For the year ended 31 December 2009
HE_TZTNAF+-A=+—HLFE

BECHEBEFEHETEY a3LINIT dNOYD ITILX3L ONOHXIL

o
b

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.

Inter-company transactions, balances
and unrealised gains on transactions
between group companies are eliminated.
Unrealised losses are also eliminated.

(Al amounts in RMB unless otherwise stated)
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(a)

(b)

For the year ended 31 December 2009
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Subsidiaries (Continued)

Accounting policies of subsidiaries have
been changed where necessary 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.

(All amounts in RMB unless otherwise stated)
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For the year ended 31 December 2009 (Al amounts in RMB unless otherwise stated)

BE_ZTTNAF+_A=+—HLEFE (BRBBFNAES - IEEBEAARBEHE)

(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.

Operating segments are reported in a manner
consistent with the internal reporting provided
to the chief operating decision-maker. The chief
operating decision-maker, who is responsible
for allocating resources and assessing
performance of the operating segments, has
been identified as the Committee of Executive
Directors of the Company that makes strategic
decisions.

(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 functional and the Group’s
presentation currency.
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(b) Transactions and balances

(c)

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 re-measured. 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.

Foreign exchange gains and losses that
relate to borrowings are presented in the
consolidated income statement within
‘finance (costs)/income — net’. All other
foreign exchange gains and losses are
presented in the consolidated income
statement within ‘other losses — 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:

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

(i) 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

(iii) all resulting exchange differences
are recognised as a separate
component of equity.

(All amounts in RMB unless otherwise stated)
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(c) Group companies (Continued)

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.

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 to 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 ‘revaluation reserve’ to
‘retained earnings’.

(Al amounts in RMB unless otherwise stated)

(BRBBFNAES - IEEBEAARBEHE)

(c) ZEELE(#E)
FEiRBURARE - TEFNE
BIE FREMTEWIETE AL
SHEZEHEEMERERE
&M T AMEERIEHR =
2 P ARFEERRA - E
L E B IGINERSE
PR AR 2 H =2 AR 4ER
ERERAER AL E WK
BIEM—D

BFIZERIBMRLAE - EF
RIBSHNRIE LA E R EH (B & D
B=F-R)ETHNRHERATE
WMERHITEIR - EAERME
MR rELEEENRAEAEY
i MFRAIENEZEEENEMRSE
B MBAEMYE  BERRER
BERABIFTESIR - BLKAR
EWBEZERE EREENHAX -

R IR B MR AR R B R S
BRIERAREKE - WEEHMAI S
SAEHERANERLT @ NEET
SREERAFAREERAEL
—HiN RSB EERER (10
R o R & MREETD
MERFER - PTARMEERREE
RBBRELER R &M% R4
BRERMR

BFBMIR ZREIEER AR R E
& B E AT o BE—EEFA
ZBEFRLHEZRERD - BER
IR T 2 B HEETIRN  &RT
ZREFBANFABER A o
BF  RERGEEBEERTNKRZ
BEEMNEMEMESHZNE - &
BREBEEERRAKAGLZITENE
BONREAFEIRBEIRER
e



For the year ended 31 December 2009
BE_TTNF+-A=+—HILFE

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

The assets’ residual values and useful lives
are reviewed, and adjusted if appropriate, at
the end of each reporting period.

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 within ‘other losses
—net’ in the consolidated income statement.

When revalued assets are sold, the amounts
included in revaluation reserve 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.

(All amounts in RMB unless otherwise stated)
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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.

Impairment testing of the investments in
subsidiaries or associates is required upon
receiving dividends from these investments if
the dividend exceeds the total comprehensive
income of the subsidiary or associate in
the period the dividend is declared or if the
carrying amount of the investment in the
separate financial statements exceeds the
carrying amount in the consolidated financial
statements of the investee’s net assets
including goodwill.

(Al amounts in RMB unless otherwise stated)
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Derivatives are initially recognised at fair value
on the date a derivative contract is entered into
and are subsequently re-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 — 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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Trade receivables are amounts due from
customers for merchandise sold or services
performed in the ordinary course of business.
If collection of trade and other receivables is
expected in one year or less (or in the normal
operating cycle of the business if longer), they
are classified as current assets. If not, they are
presented as non-current assets.

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.

(Al amounts in RMB unless otherwise stated)
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Trade payables are obligations to pay for
goods or services that have been acquired in
the ordinary course of business from suppliers.
Accounts payable are classified as current
liabilities if payment is due within one year or
less (or in the normal operating cycle of the
business if longer). If not, they are presented as
non-current liabilities.

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

Borrowings are recognised initially at fair value,
net of transaction costs incurred. Borrowings
are subsequently carried 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 end of the reporting period.

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

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.

(All amounts in RMB unless otherwise stated)
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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.

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.

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
taxes assets and liabilities relate to income
taxes levied by the same taxation authority on
either the taxable entity or different taxable
entities where there is an intention to settle the
balances on a net basis.

(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.

(Al amounts in RMB unless otherwise stated)

BE_ZTTNAF+_A=+—HLFE (BRBAFNAES - IEEBEAARBTHE)

BEEFRSEHRAREEIREERAR
HRF R R E N R A MR A
MERAEMERNERER (i
2HER o AN - WEIEFTSHTD
KEETR SRR ERNEENL
BENBEREE G AR MRE
IR ZES TZEGTTHER
wA o RIS AREFS L « BIE
BTN EE RIS B ER L
ERGMIBNEBRELERSHE
EESRRIRTEMEHABD S
EREEMBNEMBERCEN)E

E o

RS HEER EARRERY
AR AR TR ERET

@ ﬁE Efl‘u °

EIEFSTRARKRENKE AR &
BERE M BT ERIELE
B BRERERZENEREZRSR
MESEE - AERERRAETS
R R HARREE D -

BEERSHREERBBERERH
MBEREEHRNPRIABES G
RER B AR 5 SR T P S B AR R TR
Fl— TS HERR — R EREK
TRERR BB ASH(ER
BRI FRELENARALR)
i AT EARHEEH o

(a) EEZBERA
BEMFANFRERENZ
BRER  TREREREHERS
5 B AR ARFS AL RV E
FHEAESREIEL RS - BEA
FEHRE R ERNERE TS

SR o



(b)

(c)

(d)

For the year ended 31 December 2009
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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.

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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Provisions 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 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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(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 collectibility 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.

Financial guarantee contracts are contracts
that require 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 terms of a debt instrument. Such financial
guarantees are given to banks, financial
institutions and other bodies on behalf of
subsidiaries or associates to secure loans,
overdrafts and other banking facilities.

(All amounts in RMB unless otherwise stated)
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Financial guarantees are initially recognised
in the financial statements at fair value on the
date the guarantee was given. The fair value of
a financial guarantee at the time of signature
is zero because all guarantees are agreed
on arm’s length terms and the value of the
premium agreed corresponds to the value of
the guarantee obligation. No receivable for the
future premiums is recognised. Subsequent
to initial recognition, the company’s liabilities
under such guarantees are measured at the
higher of the initial amount, less amortisation
of fees recognised in accordance with HKAS
18, and the best estimate of the amount
required to settle the guarantee. These
estimates are determined based on experience
of similar transactions and history of past
losses, supplemented by the judgement of
management. The fee income earned is
recognised on a straight-line basis over the
life of the guarantee. Any increase in the
liability relating to guarantees is reported in the
consolidated income statement.

Where guarantees in relation to loans or other
payables of subsidiaries are provided for no
compensation, the fair values are accounted
for as contributions and recognised as part
of the cost of the investment in the financial
statements of the company.

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 and Company’s financial statements in
the period in which the dividends are approved
by the Company’s shareholders.

(Al amounts in RMB unless otherwise stated)
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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 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.

(a) Foreign exchange risk
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 the bank borrowings
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.

At 31 December 2009, if RMB had
weakened/strengthened by 0.1% (2008:
6.4%) against USD with all other variable
held constant, post-tax profit for the year
would have been RMB895,000 (2008:
RMB58,316,000) 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.

(All amounts in RMB unless otherwise stated)
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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
2009, approximately 43% (2008: 7%)
of the Group’s borrowings were at fixed
rates and the remaining were at floating
rates.

The Group manages certain of its cash
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
2009, the Group converted borrowings of
RMB30,727,000 (2008: RMB57,411,000)
from floating rate to fixed rate through
interest rate swap (Note 18).

As at 31 December 20009, if interest
rates on USD-denominated borrowings
had been 1.04 percentage-points lower/
higher with all other variables held
constant, post-tax profit for the year
would have been RMB5,068,000 (2008:
RMB7,651,000) higher/lower, mainly as a
result of lower/ higher interest expense on
floating rate borrowings.
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(c)

(d)
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Credit risk

The Group has no significant
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.

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 5% deposits
from certain of their customers before
delivery of goods. In addition, most of
the sales in Vietnam are covered by
letters of credit issued by banks. As at 31
December 2009, 81% (2008: 82%) of the
trade and bill receivables are covered by
letters of credit issued by banks.

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.

(All amounts in RMB unless otherwise stated)
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For the year ended 31 December 2009 (All amounts in RMB unless otherwise stated)

BE_TTAF+-_A=+—ALEE (BRBAEINBEIN - FIELEUAREE)
3. FINANCIAL RISK MANAGEMENT 3. RRREE®)
(Continued)
3.1 Financial risk factors (Continued) 31 HEEEEZR
(d) Liquidity risk (Continued) (@) TEELELEE)

TR AEE KA R B
BREIHN - UL TR RS
AR RIEREEREAHH
BRIHREETON - KK

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 BENSBEAANMRIENER
amounts disclosed in the table are the BRE °
contractual undiscounted cash flows.
Between Between
Less than 1and 2 and
1 year 2 years 5 years
DR-F —EZME MEZLE
RMB’000 RMB’000 RMB’000
ANR¥EFTT ANRHEFT ANREFT
Group biN-1: ]
At 31 December 2009 R-EZhE
+=A=+-H
Borrowings BE 707,869 48,715 227,870
Interest payable on borrowings fEEEMAFIS 30,227 14,551 9,385
Derivative financial instruments fTHESRMIA 305 = =
Trade and bill payables ENESREEFE 510,602 = =
Other payables Hib 7R 222,951 - -
1,471,954 63,266 237,255
At 31 December 2008 R-BENF
+=B=+-H
Borrowings 8 522,607 289,807 264,460
Interest payable on borrowings EERMAHE 33,521 17,423 2,854
Derivative financial instruments TESmIE 7,915 - -
Trade and bill payables ENESREEFE 631,068 = =
Other payables HiopEfz0a 172,237 = =
1,367,348 307,230 267,314
4 Company KAT
o At 31 December 2009 RZEZhE
3 t=A=t-8
8 Borrowings fBE 262,672 - 170,705
= Interest payable on borrowings EERMFIS 13,856 11,523 7,586
5 Derivative financial instruments fTHESRITA 305 = =
m Due to subsidiaries BB AR A 266,521 = =
% Other payables HAt 5 83,948 = =
c
: 627,302 11,523 178,291
=
FUn' At 31 December 2008 RZZBZNE
+=ZA=+-H
g Borrowings BE 189,234 215,077 167,300
2 Interest payable on borrowings EEREMFIS 19,391 10,517 =
% Due to subsidiaries A NG 128,511 = =
Other payables Hi e fz0a 84,599 = =
?% 421,735 225,594 167,300
e




For the year ended 31 December 2009
HE-TTAE+-A=T—HILFE

(All amounts in RMB unless otherwise stated)

(BRANAEN  ESHAARKEHE)

PR EE )

3.2 ELEKMER

3. FINANCIAL RISK MANAGEMENT 3.
(Continued)
3.2 Capital risk management

The Group’s objectives when managing
capital are to safeguard the Group’s ability to
continue as a going concern in order to provide
returns for shareholders and benefits for other
stakeholders and to maintain an optimal capital
structure to reduce the cost of capital.

In order to maintain or adjust the capital
structure, the Group may adjust the amount of
dividends paid to shareholders or issue new
shares.

The Group monitors capital on the basis of net
gearing ratio. This ratio is calculated as total
borrowings less pledged bank deposits and
cash and cash equivalents divided by total
equity. The Group’s strategy is to maintain
a net gearing ratio at a level acceptable by
management and the relevant banks who
granted loans to the Group.
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The gearing ratios are as follows: BEAGBLEXRNAT

2009 2008

—EEAF  ZEBNF

RMB’000 RMB’000

AR¥TFT AR¥TFT

Total borrowings BEBEE 984,454 1,076,874
Less: pledged bank deposits B BEIRRITIER
and cash and cash EREREE

equivalents (Note 13) Z@EW(HTEE13) (407,902) (334,582)

Net debt BEXIFER 576,552 742,292

Total equity TS 4RER 1,486,665 1,228,382

Net gearing ratio FEEARBLLE 39% 60%

The decrease in gearing ratio during 2009 was EEEENR —EZNFNENS

a result of the repayment of borrowings, the IR AATEIE AN - AR B & <
increase in total equity from 2009’s profit and ZReHERF  —EENFEEAR =
the cash balances generated from operations. LE AR R A © 2
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For the year ended 31 December 2009
HE_TTNAF+-_A=+—HALFE

BETHEBEFEHETEY a3LINIT dNOYD ITILXIL ONOHX3L

®
b

Effective 1 January 2009, the Group adopted
the amendment to HKFRS 7 for financial
instruments that are measured in the balance
sheet at fair value, this requires disclosure
of fair value measurements by level of the
following fair value measurement hierarchy:

. Quoted prices (unadjusted) in active
markets for identical assets or liabilities
(level 1).

. Inputs other than quoted prices included
within level 1 that are observable for the
asset or liability, either directly (that is, as
prices) or indirectly (that is, derived from
prices) (level 2).

. Inputs for the asset or liability that are not
based on observable market data (that is,
unobservable inputs) (level 3).

As at 31 December 2009, the Group held
interest rate swap contract and this derivative
financial instrument is classified under level 2.
The fair value of interest rate swap contract is
calculated as the present value of the estimated
future cash flows based on observable yield
curves.

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.

(Al amounts in RMB unless otherwise stated)
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For the year ended 31 December 2009
BE_TTNF+-_A=+—HLFE

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.

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.

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.

(All amounts in RMB unless otherwise stated)
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For the year ended 31 December 2009

BETHEBEFEHETEY a3LINIT dNOYD ITILXIL ONOHX3L
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The Group’s management determines the
provision for social funds in Mainland China
based on the employee’ basic salary (subject
to a cap) at rates as stipulated by the relevant
municipal governments. The ultimate payable
amount might be different from management
estimate.

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.

(Al amounts in RMB unless otherwise stated)
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For the year ended 31 December 2009
HE-FTTAE+-A=+—HILFE

SEGMENTAL INFORMATION

The chief operating decision-maker has been
identified as the Committee of Executive Directors
of the Company. Operating segments are reported
in @ manner consistent with the internal reporting
provided to the chief operating decision-maker.
The Committee of Executive Directors reviews
the Group’s internal reporting in order to assess
performance and allocate resources. Management
has determined the operating segments based on
these reports.

The Committee of Executive Directors considers
the business from both a product and geographical
perspectives. From a product perspective,
management assesses the performance from sales
of yarn, grey fabrics and garment fabrics. The
operations are further evaluated on a geographic
basis including Mainland China, Vietham and other
territories.

The Committee of Executive Directors assesses the
performance of the operating segments based on
revenue and operating profit.

(All amounts in RMB unless otherwise stated)
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ﬁ For the year ended 31 December 2009 (All amounts in RMB unless otherwise stated)

e BHE-_TThAFE+-A=+—HLEFE (BRBEFIAEN - FIESBEAARETE)
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3 5. SEGMENTAL INFORMATION (Continued) 5. 2¥ER#®E)

51, The segment information for the year ended 31 BE_ZZNF+_A=1+—HLFE

! December 2009 is as follows: ZOBEERNT

o

=~ Grey  Garment

m Yarn fabrics fabrics Total

8 S i [ ag

(% Mainland Other  Mainland  Mainland

o China  Vietnam territories China China

C LN HE  HttE REAE  PEAE

g RMB’000  RMB’000 RMB’000 RMB’000  RMB’000  RMB’000

T 7 7 T 7 7

r_r|| ARETFT ARETT AREFT ARETT AREFT ARET

O

n Total revenue pelligey 3,150,612 1,161,548 721,100 770,874 120,053 5,924,187

§ Inter-segment revenue clales (306,949)  (822,293)  (706,509) - - (1,835,751)

=z

o Revenue (from external W& (REMNDEF)

|2 customers) 2,843,663 339,255 14,591 770,874 120,053 4,088,436

o> I e b TR P

;' Segment results AERE 182970 159,077 (8,734) 20,469 15807 369,679

= Unallocated expenses FORBER (6,983)

=

g Operating results P 362,696

Z | I a4
Finance income FBIA 3,985
Finance costs HBER (49,136)
Share of profit of an associate  A{EEEARIER 286
Income tax expense FERRX (32,266)
Profit for the year ERRF 285,565
Depreciation and amortisation ~ #7% J % (58,960)  (40,876) (283)  (19,944) (3,050)  (123,113)
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For the year ended 31 December 2009
BE_TTNF+-A=+—HILFE

(All amounts in RMB unless otherwise stated)

(BRAZIRES - FASTAARRHE)

5. SEGMENTAL INFORMATION (Continued) 5. 7E&ER @)
The segment information for the year ended 31 HEz—ZT)\F+-_A=1+—HLLFE
December 2008 is as follows: ZHOBEERNT :

Grey  Garment
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Yamn fabrics fabrics Total
Yz i [ ]
Mainland Other ~ Mainland ~ Mainland
China Vietnam territories China China
NGNS wE  HEtitE hEAE  PERE
RMB000  RMB000  RMB000  RMB'000  RMB000  RMB'000
NRETL ANEETT ARETT ANERETT ARETL ARETT
Total revenue s 2,141,423 546,293 684,792 909,775 128,895 5,011,178
Inter-segment revenue PERkE (222,315)  (387,308)  (663,914) - - (1,273,537)
Revenue (from external Wi (REMNDEF)
customers) 2,519,108 158,985 20,878 909,775 128,895 3,737,641
Segment results PTEEE 216,518 33355  (14251) 22484 14359 272,465
Unallocated expenses ROEER (7,686)
Operating results Rexs 264,779
Finance income B LN 3,047
Finance costs HHEER (3,392)
Share of profit of an associate ~ AMEEL R AEE (16,966)
Income tax expense FrisHiAx (34,175)
Profit for the year ERRF 214,193
Depreciation and amortisation 37 (53493)  (17443)  (245) (21993)  (3140)  (96,314)
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For the year ended 31 December 2009
HE-FTAE+-A=+—HILFE

5. SEGMENTAL INFORMATION (Continued)

The segment assets and liabilities as at 31

(BR=AZIAEN

(All amounts in RMB unless otherwise stated)

MAESHNIARKEHE)

5. 7EER®)
R-BEh&E+-—A=+—B2HEA
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December 2009 are as follows: EXBENT :
Grey  Garment
Yan fabrics fabrics Total
bE 4 i k]
Mainland Other Mainland ~ Mainland
China  Vietnam territories  Sub-total China China
YEAE M@ BMME M SEAE  dEAR
RMB'000  RMB'000  RMB'000  RMB’000  RMB'000  RMB’000  RMB’000
ABETT ARETT ARETL AREFT ARETT ARETL AREFZ
Total segment assets PEREE 1,738,945 972,994 35502 2747441 451,783 96,281 3,295,505
Unallocated assets FOREE 2,197
Total assets of the Group rEEALE 3,297,702
Total segment liabilities FELER (1,238,149)  (111,267)  (14,940) (1,364,356)
Unallocated liabilties AORAE (446,681)
Total liabilities of the Group TEEARE (1,811,097)
Capital expenditure EARx 67,486 57141 441 125,074 7,765 1,891 134,730
The segment assets and liabilities as at 31 RZZETZNF+T_R=+—HZHEE
December 2008 are as follows: ERBEAT :
Grey  Garment
Yam fabrics fabrics Total
hs il m# a8
Mainland Other Mainland ~ Mainland
China  Vietnam territories  Sub-total China China
hEANE BE EE G PERE  PEAKE
RMB000  RMB000  RMB000  RMB000  RMB'000  RMB000  RMB'000
NREFT N\REFT ARETT AREFT AREFT ARETT AREFT
Total segment assets HEBEE 1712808 827432 44818 258505 523899 84533 3193490
Unallocated assets AOREE 5702
Total assets of the Group rEEAEE 3,199,192
Total segment liabilities TEBEE (1269911)  (120454)  (7,850) (1,388,215)
Unallocated liabiliies FoREE (682,595)
Total liabilities of the Group AEEARE (1,970,810)
Capital expenditure EAEY 103259 303,389 19 406,667 8,562 724 415953




For the year ended 31 December 2009
HE-FTTAE+-A=+—HILFE

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:

(All amounts in RMB unless otherwise stated)

(BAAINAEN  ESHAARKEHE)

+ b fE A — AN SR
AR ER 0 AR R IR T
BERE - AREFESTWT -

2009 2008
—EThE —EENF
RMB’000 RMB’000
AR¥FT AR¥FTT

Leases of between 10 to 50 years 10250 HHE
— In Mainland China i E N 134,029 95,672
—In Vietnam — i 20,454 20,810
154,483 116,482

As at 31 December 2009, land use rights with a
net book amount of RMB10,897,000 (2008: Nil)
was pledged as collateral of the Group’s bank
borrowings (Note 17).

RZZBEZAF+-_A=+—8 " FEZF
BEAR%10,897,0007T( —ZTZT)\F : A
REZ )M L AEES KR ERER
IRITIEE /IR (KIEE17) -

2009 2008

—EERE —ETNF

RMB’000 RMB’000

AR#¥Fr AR¥For

Opening amount FH) 116,482 104,622
Additions NE 40,546 25,818
Disposals HE - (12,175)
Amortisation Bin (2,545) (1,783)
Closing amount FLR 154,483 116,482
Cost B4 162,461 121,915
Accumulated amortisation g i (7,978) (5,433)
Net book amount AREDFE 154,483 116,482

Amortisation was included in cost of sales. BT A ABERA o

As at 31 December 2009, land use rights of
RMB10,082,000 (2008: RMB10,082,000) consisted
of cost of RMB59,269,000 (2008: RMB59,269,000),
less related government grant of RMB49,187,000
(2008: RMB49,187,000) which was deducted from
the acquisition cost. The accumulated amortisation
of these land use rights was RMB1,268,000 as at
31 December 2009 (2008: RMB1,067,000).

R-ZZNE+_A=+—H i
FHEEEAARE10,082,000T( =2
\F - AR¥10,082,0007T) © ARKAA
R#59,269,0007T( =TT )\F : AR
59,269,0007T. ) 5 2= #¢ U i A A AR H1 Rk /9
HERE BT B AR #49,187,000T( =
T)\F : AR%49,187,0007T) - AT
TAFE+-A=1+—8H ZSIHER
2 BETEE A AR1,268,0000T (=
TENF : AR¥1,067,0007T) ©
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For the year ended 31 December 2009 (All amounts in RMB unless otherwise stated)

BE_ZTAFt_A=t—HLEFE (BABNAEN  ESRAARKEHE)

7. PROPERTY, PLANT AND EQUIPMENT 7. V% - BEERRE-FTEER

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

BT BERRAE HARKE nE  HERIE fazt
RMB000  RMB'000  RMB'000 ~ RMB'000  RMB'000  RMB000
ABETRL ARMTT ARBTZ ARETL ARETT ARETZ
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At 1 January 2008 RIZENE
-A-H
Cost or valuation KA E 315421 888,054 11,749 11409 184,779 1411412
Accumulated depreciation ZitiE (23628) (191406)  (5070)  (3,765) - (223869)
Net book amount RHFE 201793 696,648 6,679 7644 184779 1,187,543
Year ended 31 December 2008 HZ=FEN\EF
+=B=1+-H
LEE
Opening net book amount EREFE 201793 696,648 6,679 7644 184779 1,187,543
Additions AE 8,148 2,552 3,442 209 375784 390,135
Transfer g3 78818 53073 - - (131,891) -
Disposals e (5223)  (10,013) (258) (442) - (15936)
Depreciation e (14175)  (76362)  (2210)  (1,784) - (94531)
Closing net book amount FREEFE 359,361 665,898 7,653 5627 428672 1467211
At 31 December 2008 RZZENE
t-A=t-H
Cost or valuation KA E 395380 932,108 14,852 10,666 428672 1,781,678
Accumulated depreciation 2itfE (36,019) (266210)  (7,199)  (5,039) - (314.467)
Net book amount RHFE 359,361 665,898 7,653 5627 428672 1467211
Year ended 31 December 2009 EZ-ZEHE
T=B=+-H
. LEE
m Opening net book amount EREFE 359,361 665,898 7,653 5627 428672 1467211
3 Additions AE 7,146 2,575 1410 2167 80886 94,184
3 Transfer g3 102,608 336,621 - - (439229) -
= Disposals e (512)  (4,586) (20) (164) - (5,282)
; Depreciation e (17417)  (98386)  (2471)  (2.294) - (120568)
m
% Closing net book amount FREFE 451,186 902,122 6,572 533 70329 1435545
=
B At 31 December 2009 i 5 5:2
= +=A=t-H
g Cost or valuation A (A(E 504550 1,258,722 16,102 1,968 70329 1,861,680
9 Accumulated depreciation ZithE (53,373)  (356,600)  (9530)  (6,632) - (426,135)
=
g Net book amount RHFE 451,186 902,122 6,572 533 70329 1435545
b
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For the year ended 31 December 2009
BE_TTNF+-A=+—HILFE

The Group’s interests in buildings at their net book
values are analysed as follows:

(All amounts in RMB unless otherwise stated)

(BRBAFNAESN - IEEBEAARBTHE)

REBAEBTFT 2 ESEEIFESED
IR :

2008
—ZEENF
RMB’000
AR¥FTT

Buildings in Mainland China, located on A7/ B A 2 &5 -
leases of between 10 to 50 years HEHA102504F 310,438

Buildings in Vietnam, located on R 2 EF

leases of between 10 to 50 years HEHA10E504F 48,923
359,361

Buildings with net book amount of RMB257,236,000
(2008: RMB273,284,000) 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 2009,
depreciation of RMB109,869,000 (2008:
RMB83,925,000) was included in cost of sales,
RMB93,000 (2008: RMB88,000) was included in
selling and distribution costs and RMB10,606,000
(2008: RMB10,518,000) was included in general
and administrative expenses.

During the year ended 31 December 2009, finance
cost of RMB1,631,000 (2008: RMB6,275,000) was
capitalised as part of property, plant and equipment
at a rate of 6.1% (2008: 6.1%) per annum (Note
26).

As at 31 December 2009, property, plant and
equipment of approximately RMB435,021,000
(2008: RMB311,700,000) were pledged as collateral
of the Group’s bank borrowings (Note 17).

RIBBIAERGEELNBERITER
ARETHHE ERFEAARYE
257,236,000 T( — T )\F : AR
273,284,00070) EFUR T L F
+—A=1+—BmAMMEYIR - £
BHIBRERANECENSHRARE A
AR E (G R (FE16) o

REBEE-_ZTTNF+_A=1+—HL%F
E - AR #109,869,0007T ( ZEZE N
F . AR¥83,9250007T) (T E RS
BEREERAF I - ARY93,0007T
(ZZZT)\F : AR¥88,00070) ITE
AYERBEERDHATHIHEEAR
#10,606,000 T ( —TTNF : AR
10,518,000 T ) MITER X B R —M KX1T
BRAASTHLE -

REE_ZETAF+_A=+—HILHF
E - BEERARE1,631,000T(==
TN\FE : AR¥6,275,0007T) 2 E AR
BYE  BERREZIHG  RFEEE
LR AE6.1%( —ZEZ)N\F : 6.1%) (M
£126) ©

RE-ZEZNF+-_A=+—HHOYE -
5 BB AE#) AR #5435,021,000T(=
T2 )N\F : ARK¥311,700,0007T) 2 H
RAREERITEROER®R(HEE7) -
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For the year ended 31 December 2009 (All amounts in RMB unless otherwise stated)

BE_ZTAFt_A=t—HLEFE (BABNAEN  ESRAARKEHE)

7. PROPERTY, PLANT AND EQUIPMENT 7. V¥ - BERRE-FTEER

BT HERRE BARRE nE  HRIE )
RMB’000  RMB’000  RMB’000  RMB’000  RMB’000  RMB’000
ABBTFT ARETT ARBFT ARETT AREFT AREFT
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m — GROUP AND COMPANY (Continued) b N/NCIE-D)

= If buildings were stated on historical cost basis, the HEFIAR R R AVEDER - £EBOT -
(o] amounts would be as follows:

-

I

m 2009 2008
0 —ETAF T NF
= RMB’000 RMB'000
8 ARMTFT AR¥FT
=

O Cost D% 443,767 334,588
> Accumulated depreciation R E (38,266) (26,255)
m

-.U-l Net book amount AR A 405,501 308,333
Z

=

9] The analysis of the cost or valuation of the above A EBERKASEEINTAT

IE assets is as follows:

(/2]

; Machinery  Furniture Con-

= and and Motor  struction

E Buildings  equipment fixtures  vehicles in-progress Total
m

4

o}

At 31 December 2009 RZBBRE
+=B=1+-H
At cost AR 196,720 1,258,722 16,102 11,968 70,329 1,553,841
At valuation - REE-R-TTLEF
31 December 2007 +=A=1-H 307,839 - - - - 307,839
504,559 1,258,722 16,102 11,968 70,329 1,861,680
At 31 December 2008 R-BENEF
+-A=1-H
At cost A 86,966 932,108 14,852 10,666 428672 1,473,264
At valuation - REE-R=TT+F
31 December 2007 +-A=1-H 308,414 = = = - 308414
395,380 932,108 14,852 10,666 428,672 1,781,678
Lease rental expense of RMB11,903,000 (2008: FHHEBRFRMENHEAXAR
RMB12,751,000), relating to the lease of buildings #11,903,000C(ZZEZENF : AR
and machinery, was included in cost of sales (Note 12,751,000 7T ) B 5t A 85 & 5k 78 (B &F
24). 24) o

ETHEBEEFGEHEY a3LINT dNOYD ITILXIL DNOHXIL
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For the year ended 31 December 2009
HE_TTNGE+-A=1—HILEE

PROPERTY, PLANT AND EQUIPMENT

(BR=AHIAEN

(All amounts in RMB unless otherwise stated)

FASHEAARKEHE)

7. NE - -BERRE-FEER

— GROUP AND COMPANY (Continued) i N/NETIE))
Company ¥ NN
Furniture and
fixtures
RRARESE
RMB’000
AR¥T T
At 1 January 2008 R-ZEENF—-HA—H
Cost N 1,149
Accumulated depreciation ZREHE (999)
Net book amount BREEE 550
Year ended 31 December 2008 BE_ZZT)\F+-A=+—HLEE
Opening net book amount FYREFE 550
Depreciation e (165)
Net book amount BREEE 385
At 31 December 2008 R-BEENF+=-A=+—H
Cost DN 1,149
Accumulated depreciation ZEE (764)
Net book amount BRmEF(E 385
Year ended 31 December 2009 BE-_ZZNAF+-A=+—HILEE
Opening net book amount FYREFE 385
Depreciation e (212)
Net book amount BRmEEE 173
At 31 December 2009 R-BEZRF+=-A=1+—8H
Cost N 1,149
Accumulated depreciation ZEE (976)
Net book amount BREEE 173
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For the year ended 31 December 2009 (All amounts in RMB unless otherwise stated)

HE_TZTNAF+-A=+—HLFE (BABNAEN  ESRAARKEHE)

5
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3 8. INVESTMENTS IN AND AMOUNTSDUE 8. RHMiIBATRIMNIREREW fE
51, FROM/TO SUBSIDIARIES — COMPANY S NG B e NN

-

(©) Company

= PN

m 2009 2008
0 —EENEF ZEENF
= RMB’000 RMB'000
8 AR¥FT ARMTFT
—

O Unlisted shares, at cost RN A IE E RS 246,989 246,989
> Due from subsidiaries ) EYNCIPCE

g — non-current portion (Note(a)) —JERNERFRD

- (Hiat(a)) 376,978 613,950
4

2 623,967 860,939
(o)

> Due from subsidiaries JREUS Bl B A B R

c'; — current portion (Note(b)) —BNVERER 7 (K77 (b)) 643,663 408,326
-

J_’| Due to subsidiaries (Note(b)) FERTHT B A B5KIA

E (Hia®)) 266,521 128,511
m

=z

o Notes: Hiat -

(a) These amounts due from subsidiaries represent (a) ZERWHERRFIBIEAR B MM E
equity funding by the Company to the subsidiaries RAREZBRAES - WRIBEARAHF
and are measured in accordance with the Company’s EARIBAT 2 IRE 2 G5t BUREE -
accounting policy for investments in subsidiaries. REERREE -

They are unsecured and non-interest bearing.

(o) These amounts due from/to subsidiaries are (b) FEMFEMHIBARRBEAERIR - %
unsecured, non-interest bearing and are repayable SEHAR—FANEE-
within one year.

Particulars of the principal subsidiaries of the ARFEEME A RIFBENHITESS o
Company are set out in Note 35.

34,858 34,572

o 9. INVESTMENT IN AN ASSOCIATE — 9. REELQTRE-FKH

3 GROUP

(7]

o 2009 2008
2 —BBAE  —FENF
Ly RMB’000 RMB’000
% NREFE — ARMFR
c

é Share of net assets of unlisted DR IE L THEREE N ]

3 associate (Note (a)) BEFE(Mit(a) 34,667 34,381
&) Goodwill (Note (b)) R (f15(b)) 191 191
a

&
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For the year ended 31 December 2009

BE-FEAF A=A

9. INVESTMENT IN AN ASSOCIATE -
GROUP (continued)

(a)

(b)

(c)

Movement of share of net asset attributable
to the Group:

(All amounts in RMB unless otherwise stated)

i3 (BRAFIRESN - FASEUARKHE)

9. REEQTRE-FEE @)
(a) FAEMEEEEFESBMOT :

2009 2008

—EEAFE —ZEEINE

RMB’000 RMB’000

AR T T AR¥T T

Opening amount F1 34,381 43,608
Capital contribution EE - 7,739
Share of profit/(loss) Mbm ), (EE) 286 (16,966)
Closing amount FIR 34,667 34,381

Goodwill

Goodwill is attributable to Nantong Textile
Group Co., Ltd., which is considered to be
a single cash-generating unit (“CGU”). The
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..

Particulars of the associate, which is
unlisted, are as follows:

(b) BEE
B PN sl e SRR
AEBRRA > ZARRIERE—R
TELABM([REELSM]) - B
BRI YAl S B IREE A EER
ERERAAERBHIEN=F
MBREEAEEEHNRERER
RADEE - MBEREZBERER
BEEHMSERNBAMMEL -

EREEFEEMBAEBIRE
EHREF10% - %X R

MBBEREESBRAER AR
BRNRERRE

(c) ELMmEBEARFAERMT :

Place and date
of incorporation

Particulars of

and kind of issued share
legal entity capital
Name EMA SR Principal activities 53 Interest
BENTER RN EERRER TEXK RARE &
RMB’000
AREFT
Nantong Textile Group ~ Nantong, Mainland China, ~ Manufacturing and 116,375 37%

Co., Ltd. 11 September 2002
HENEERERN S limited liability company
PN mEAMEER —TT-F

AAT—R  BREEAH

sales of top-grade
textile knitting products
and garments

SERHER AT BER
R
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For the year ended 31 December 2009 (All amounts in RMB unless otherwise stated)

BE_ZTAFt_A=t—HLEFE (BABNAEN  ESRAARKEHE)

9. INVESTMENT IN AN ASSOCIATE - 9. REEATRE - FEEH &)

GROUP (Continued)

(d) The Group’s share of revenue, profit/(loss) for (d) NEZRZEINAGEEREREE
the year, assets and liabilities of the associate, BEROAEE NS FE
which have been included in the consolidated A (BB AR E N R EER
income statement and balance sheet using BfEwmT :

equity method, are as follows:
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2009 2008
—EENF T N\F
RMB’000 RMB’000
AR¥FT AR¥FT
Revenue WA 87,726 155,993
Profit/(Loss) for the year FEREF, (BE) 286 (16,966)
Non-current assets IEmBEE 101,166 105,799
Current assets mENEE 32,163 36,663
Current liabilities TEBE (63,367) (56,042)
Non-current liabilities ERBERE (35,295) (52,039)
34,667 34,381
10. INVENTORIES - GROUP 10. FE—FK&EH
2009 2008
—EENF T NF
RMB’000 RMB’000
ARETFT AR¥FIT
Raw materials JRA ¥ 451,541 397,946
Work-in-progress TR 48,632 47,070
Finished goods IR i 214,482 245,010
714,655 690,026
-
E The cost of inventories recognised as expense BRAERBEIAHEERETNTFEK
) and included in cost of sales amounted to NN R ¥3,496,569,000 T ( ZZFZ N
@ RMB3,496,569,000 (2008: 3,271,863,000). F: AR¥3,271,863,0007T) °
a
=
r
P In 2009, the Group reversed an inventory RZZTNF  AEERREFEHSE
3 obsolescence provision of RMB9,393,000 (2008: REINE M AR 19,393,000 (ZZEFEN
S additional provision of RMB6,843,000) (Note 24). F  ZEIMEE AR 6,843,0007T ) (M7
c This amount has been included in cost of sales. 24) o WS BEBEMEEEKARA -
5
&) As at 31 December 2008, there were floating %:;E;E)\Ei—:ﬂ =t+—8  AR¥
H charges over certain of the Group’s inventories of 47,752,000/ B 017 BB EARR
g RMB47,752,000 to secure certain of the Group’s EE FRITEERNEREE7) -
% bank borrowings (Note 17).
a
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For the year ended 31 December 2009 (All amounts in RMB unless otherwise stated) ﬁ
HE-_ZTTAF+-_A=+—RHLEE (BRBEFIAEN - FTESBEAAREEE) e
’
%
]
&=
Fft
i
P4
11. TRADE AND BILL RECEIVABLES - 11. ERESZREBERE -XEH 9|
GROUP m
(72}
—
2009 2008 (@)
—BEhF —TENF I
RMB’000 RMB’000 m
AR¥TFT AR¥FT 8
P4
Trade receivables e & 5 IE 178,082 85,354 8
Less: provision for impairment B ORERE (2,936) (7,230) r
O
175,146 78,124 3
Bill receivables e B IA 260,319 385,989 g
=
435,465 464,113 =
>
S
The fair values of trade and bill receivables JEWE 5 REBEFIBH A FEELER >
approximate their carrying amounts. HE ° ;
]
As at 31 December 2009, bill receivables RZZBEZAFE+_A=+—8 " BKE 5
of approximately RMB4,100,000 (2008: EFIEH ANR®E4,100,000T (ZEZEN E
RMB81,821,000) was pledged as collateral for F: AR¥81,821,0007T) E/EHEIA - 1E m
issuance of letter of credits. RELERIE2EAR - E'
The Group generally grants credit terms of less than REERTHER 7(@“%)5 MiEEH—
90 days to its customers in Mainland China and 120 BROBENAN - MEXTAMEREFHE
days to its customers in other countries. The ageing EHR120BR - [BIE 5 LEBKIER
analysis of the trade and bill receivables by invoice BRECHITIATE ¢
date is as follows:
2009 2008
—EENF —ETENEF
RMB’000 RMB’000
ARMTFT ARMTFT
0 to 30 days 0H=30H 229,247 281,255
31 to 90 days 31HZ=90H 119,999 107,647
91 to 180 days 91H=180H 85,516 75,692
181 days to 1 year 181HZE1F 1,027 1,551
Over 1 year 1ELA 2,612 5,198
438,401 471,343
Less: provision for impairment B ORERE (2,936) (7,230) <
=
c
Trade and bill receivables — net EUNE 5 R EEFIA =
—F5E 435,465 464,113 rzrjl
3
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For the year ended 31 December 2009

BE_ZTTNAF+_A=+—HLFE (BR=AHNAEN

11. TRADE AND BILL RECEIVABLES -
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.

Trade receivables that are less than 90 days in
Mainland China and 120 days in other countries are
generally not considered impaired, which amounted
to RMB174,639,000 as at 31 December 2009
(2008: RMB78,035,000). As at 31 December 2009,
trade receivables aged by more than 90 days in
Mainland China or 120 days of RMB507,000 (2008:
RMB89,000) in other countries are considered
not to be impaired. These relate to a number of
customers for whom there is no recent history of
default. All these trade receivables are aged within
91 days to 180 days.

As at 31 December 2009, trade receivables of
RMB2,936,000 (2008: RMB7,230,000) were
impaired and had been fully provided for. These
receivables relate to a number of customers,
including customers in unexpected difficult
economic situations. The ageing of these
receivables is as follows:

(All amounts in RMB unless otherwise stated)

MAESHENAARKEHE)

11@&%%&%%ﬁﬁ—$$ﬁ
MR EEEREARES  HENE S
B SR e A (2 R -

AR B A B HR R R 90 R R H AR T~
B120H 2 EWE SHRE—RTEEE
BE R-ZETZAF+_A=1+—HHK
SRR ANRME174,639,0007T(ZZEN
£ ANR#78,0350007T) c R-EE
HEFT-A=+—0 ' AR A HE
2 P EKPEBEAQ0 B LA F R H A B R
BMEM120 8 A FEE S REAARE
507,000 (ZZZ N\ F : AK%89,000
TC) ° ZEER S MR B R 8
ZRBE - TAEZSREVESRIBEZE
#19/591%1808

R-ZZBEENE+-_A=+—H " ERK
B 578 A R#2936,000T( —ZTZ N\
£ AR¥7,230,00070) 2RE B 1E
2EBE ZSERFEBHSRZEE
F o ZERWEIE 2 BRERINT ¢

2009 2008

—EENEF T N\F

RMB’000 RMB’000

AR¥TFT AR¥TFT

91 to 180 days 91HZE180H 197 1,381
181 days to 1 year 181HZE1F 127 651
Over 1 year 1€ 2,612 5,198
2,936 7,230

Trade and bill receivables are denominated in the
following currencies:

AT B R R E 5 R B ROR
T

2009 2008

—EEAF —ZEEINEF

RMB’000 RMB’000

AR FT AR%T T

RMB AREE 317,041 458,960
United States dollars ETT 121,360 12,383
438,401 471,343




11. TRADE AND BILL RECEIVABLES -

12.

For the year ended 31 December 2009
BE_TTNF+-A=+—HILEFE

GROUP (Continued)

11.

Movements of the provision for impairment of trade

receivables are as follows:

(All amounts in RMB unless otherwise stated)

(BRAFIRES - FASTAARRHE)

BUESREBRE-FEE

(2 /

FEWE SRR EREESNT

2009 2008

—EThE —EENF

RMB’000 RMB’000

ARETFT AR¥FTT

At 1 January m—HB—H 7,230 4618

Provision reversed when the FERA R IE

related receivables were collected Wt [B] B 43¢ [ B¢ 45 (4,294) (356)
Provision for receivable impairment FEWFIRR B R A - 2,968
At 31 December R+=—HA=+—H 2,936 7,230

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.

PREPAYMENTS, DEPOSITS AND
OTHER RECEIVABLES - GROUP AND

12.

B R MR R BB E R TR BB E S A
—REITHFX o F AR KENEID
BRel - EEERD IR FIRR
B

RABRERH  ARBEHNEAEE
[\ SR E 5 R SRR IR A TR

ANRIE > R R A MERE
- AEERARF

COMPANY
Group Company
AEE AR
2009 2008 2009 2008
—EENFE ZETN\F —TZNF ZTTNF
RMB’000 RMB’000 RMB’000 RMB’000
ANRBEFT ANERETT AREFT AEETFT
Prepayments for purchase of B E RFTHIE)
raw materials SELEeE 93,144 69,418 -~ =
Deposit for acquisition of Wi 1t 0 R
land use right ke - 11,000 - =
Staff advances =T 870 752 5 93
Value-added tax recoverable FERIEEFR 13,748 169 - =
Prepaid expenses BFX 165 645 - =
Deposits g 2,995 1,062 - =
Other receivables H b IR 1,271 4,305 -~ =
112,193 87,351 5 93
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For the year ended 31 December 2009
HE-TZTNGF+-_A=1+—HIEE

12. PREPAYMENTS, DEPOSITS AND

OTHER RECEIVABLES - GROUP AND
COMPANY (Continued)

The fair values of prepayments, deposits and other
receivables approximate their carrying amounts.

As at 31 December 2008, included in prepayments
for purchase of raw materials were amount due
from an associate of RMB4,122,000 (Note 34).

(All amounts in RMB unless otherwise stated)

(BRAHNAEN  ESHAARKEHE)

12. ANRE > ZeRAEMERE

R—AREBRAQT (#)

BNFE - e REMERFAEN AT
BEROHREE -

R-ZEZENFE+_A=+—H " AR
MRHEREE 2 TE A FRIBE Fh E URE  D AR
I8 - #E ARH4,122,0007T (H5E34) o

13. PLEDGED BANK DEPOSITS AND CASH 13. BT EZREESRES
AND CASH EQUIVALENTS - GROUP ZEY - AXEBRADQT
AND COMPANY

Group Company
FEE AN
2009 2008 2009 2008

—RERAE ZETN\F —BEhE —TTN\F
RMB'000  RMB000  RMB'000  RMB'000
ARETT ARETT ARETT ARETT
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Pledged bank deposits EAEIRIRITIE N 15,899 21,570 - =
Cash at bank and in hand BITRFHERS 392,003 313,012 1,087 3,568
407,902 334,582 1,087 3,568

As at 31 December 2009, the weighted average
effective interest rate on pledged bank deposits and
other deposits was 0.4% (2008: 0.4%) per annum.
The pledged bank deposits have maturities of 75
days at inception (2008: 75 days).

Pledged bank deposits and cash and cash
equivalents are denominated in the following

NRZEBETZHF+-_A=1+—8 CEH
IRITTFE R R E AT 32 INAE 19 5 A
REFGF04%(ZFZENF 1 04%) ° B
BRI R ERE AR B B8 5T
758 (Z=Z)\F : 75H) °

EERRRTEREAE LR FEYN
SHEEBNT :

currencies:
4 Group Company
= A 5%E AT
) 2009 2008 2009 2008
2 —E2BAE ZZTENF ZBBhE ZZTINF
n RMB’000 RMB’000  RMB’000 RMB’000
= ANRBETT ARETT ARETT ARETT
m
[}
2 RMB AEH 279,086 261,794 - -
S United States dollars X 122,470 70,413 930 3,330
5 Hong Kong dollars BT 2,346 1,054 157 238
5 Vietnam Dong G 3,957 1,196 - =
o Others HA 43 125 - -
H
g 407,902 334,582 1,087 3,568
-
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For the year ended 31 December 2009
HE_ZTNE+-A=1—HILEE

(All amounts in RMB unless otherwise stated)

(BRAZIRES - FASTAUARRHE)

13. PLEDGED BANK DEPOSITS AND CASH 13. B E#HR{ITERERERA S

AND CASH EQUIVALENTS - GROUP
AND COMPANY (Continued)

Majority of the cash and cash equivalents are
deposited with banks in Mainland China. The
conversion of the RMB denominated balances
into other currencies and the remittance of funds
out of Mainland China are subject to the rules and
regulations relating to foreign exchange controls
promulgated by the Mainland China Government.

ZEY - FAEEREADQT (&)

KA R KB FEMFRHBEARE
RIT - AR EZEHRABAEM
BHARGE SE L BEARERES
B K P BR AT AR 0 BB SNEE B ) 2 AR A B
B o

14. SHARE CAPITAL — GROUP AND 14. BAXR—-AEEREKA T
COMPANY
Ordinary shares of
HK$0.1 each
BREEIBTNEER
Number of
shares
il
’000 HK$°000 RMB’000
FHB FET ANEEFT
Authorised: ETE
At 31 December 2008 and 2009 R=BENFR-ZENF
+=B=+-H 4,000,000 400,000
Issued and fully paid: BEITRER :
At 1 January 2008 R-ZE\&-F—H 883,855 88,386 93,990
Issue of shares upon exercise of P ERAFREERERESST
share options under Pre-IPO TERRER B TRG
Share Option Scheme 826 83 74
At 31 December 2008 R-ZBZNE
+=R=+-H 884,681 88,469 94,064
At 1 January 2009 and R-EENF-A-AR
31 December 2009 “EZHhE+=A=1-H 884,681 88,469 94,064

&
o
=
il
¥
i
&
it
i
Z
o
-
m
(2
-
o
-
X
m
(o}
(@)
Z
2
(©)
=
>
=l
m
O
Bl
<
>
Z
2
>
r
a
e
m
<
m
Z
-

WhEYUEE— 6002 LHOdIY TVNNNY

-
o
(]



S EYHEE¥WYHY aILIN INOHS JTLXIL ONOHXAL

For the year ended 31 December 2009
HE_TZTNAF+-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 2009, no options had been granted
under this Share Option Scheme (2008: Nil).

(All amounts in RMB unless otherwise stated)

(BRBBFNAES - IEEBEAARBTHE)

BRER-_ZEZTNF+—A=-1+—BHEB
IR RFBE KRR DHEFH —
BB ([BRERTED) - REE
—E-NE+— AL+ FHESBE
W RIBBERAETE  ARFESA 2
ERBERIMAES 2F - ERSRE
HEm - BF - AXEEIRERE - B8
B EMRMTENEARER  I’RE
MG BB AAR L ERE -
RERRARS - EERTER T
B5E  (WEREEHBHEHBIHAEA
RERFTHIHARDUTE : (AR
ERHEHEHATRERS B AT
BHBREXRMY LR G FHRTE
R (iR HEE - 1B THNEERER
EMRHERAEE ORI o R
ST &1 Ko AN 52 B N B B A0 | () L B R
FEFTEIA TR R H M AT
TERRE A TREITHROEE AT
BRRIBARN G TR BETRARI30% °
R-ZBZAE+_F=+—H  HEE
R IBERETSRE (ZEENF
7)o



For the year ended 31 December 2009 (All amounts in RMB unless otherwise stated)
BE_TTNF+-A=+—HILEFE (BREBINAEEIN - AESEAAREE)

16. RESERVES — GROUP AND COMPANY 16. #E —FEKERAERQF

Group
A58
Re- Trans-
Share  Capital ~ Statutory  valuation lation  Retained
premium  reserve® reservesi  reserve  reserve  earnings Total

hival EARG0 RRED BEER  ERER  RERA it
RMB000  RMB000  RMB'000 ~ RMB'00  RMB'000 ~ RMB'000  RMBY000
ARRTE ARRTE ARETT ABETT ARETT ARETT ARKTT
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At1 January 2008 RZZE\F-F-H 188,781 162,041 111,171 34,254 (7688) 493202 981,761
Issue of shares upon exercise of  FT(EEERE
share options kb 437 - - - - = 437
Transfer to statutory reserves ERTLTERE - - B3 - - (831) -
Transfer from revaluation BREhHERE
reserve to retained eamings REEF
- gross -i8 - - - (2662) - 2,662 -
- deferred income tax — R
(Note 19) (Hit19) - - - 2 - (123) -
189,218 162,041 134,548 32,315 (7688) 471,764 982,198
Profit for the year EREH - - - - - 214193 214,193
Dividend paid BfifRE - - . - - BB (6207

Balance at 31 December 2008 R-EZNET-A

= T-RiEH 18918 162041 134548 32315 (7688) 623884 1,134,318
At1 January 2009 RoEBE-A-A 19218 162041 134548 32315 (7688) 623884 1134318
Transfer to statutory reserves BETITRE - - N5 - - (2155) -
Transfer from revaluation BESHHER
reserve to retained eamings REEH

- gross -%E - - - (2662) - 2,662 -

-~ deferred income tax -EEmEH
(Note 19) (Hit19) - - - 787 - (787) -

189218 162,041 155,703 30,440 (7.688) 604,604 1,134,318

Profitfor the year EFET - - - - 285565 285,565
Dividend paid EfkRE - - - - - (282)  (21.282)
At 31 December 2009 RIZENF
+-F=1-R 189,218 162,041 155,703 30,440 (7,688) 862,887 1,392,601
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For the year ended 31 December 2009
HE-FTAE+-A=+—HILFE

16. RESERVES — GROUP AND COMPANY

(All amounts in RMB unless otherwise stated)

(BRAHNAEN  ESHAARKEHE)

16. (1 - AEERART )

(Continued)
Company
AT
Share Capital Retained
premium reservel)  earnings Total
M1 1E BEXRfEE  REBF et
RMB’000 RMB’000 RMB’000 RMB’000
ANREFr AREFr AREFT AREFT
At 1 January 2008 RZEENF—A—H 188,781 172,319 87,723 448,823
Issue of shares upon RITERE R
exercise of share options 17 1% 437 - - 437
Profit for the year FERA - - 6,490 6,490
Dividend paid BERFIE - - (62,073) (62,073)
At 31 December 2008 RZZTTNF
+=A=+—H 189,218 172,319 32,140 393,677
At 1 January 2009 RZETNF—H—H 189,218 172,319 32,140 393,677
Profit for the year FREHEF - - 23,228 23,228
Dividend paid ERFIE - - (27,282) (27,282)
At 31 December 2009 RZZTNF
+=-A=+—H 189,218 172,319 28,086 389,623
Notes: Wit -

(i)

(ii)

Capital reserve represents the difference between
the amount of share capital issued and the net asset
value of the subsidiaries acquired under a Group
reorganisaton in 2004.

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.

(ii)

ARREEBRTRARBER 2D
FREESHETRENBRRNEEFE
MR ©

REBHERERM RO - RABES
BRRERR S I & 2 i B A B AR L %
BEFEMER 2P - RE MK
BigEM R BEFEBR) 2AE
B - WAERBEN SR EHRNE
RAIFEMEARE50% » RIS i B

.

AT R ASIE R B RNME SRR B A R B
18 - AR B A R A E R E g
HRAMB AR - EEGHEENEA
AR IR R ® EARER =BG © 48
AT 88 2 B R AT 18 HOATE e ik vt
MEAR - WIZHAEBIR ORI L B R
SEBITHL -



For the year ended 31 December 2009 (All amounts in RMB unless otherwise stated) ﬁ
HE-_ZTTAF+-_A=+—RHLEE (BRBEFIAEN - FTESBEAAREE) e
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17. BORROWINGS - GROUP AND 17. BE-—AREERAE QT 9|
COMPANY m
—
Group Company (©)
REE LN 3
2009 2008 2009 2008 m
SEEAE ZEENF —EETASF ZTENE 8
RMB’000 RMB’000 RMB’000 RMB’000 =
ANEBTFT AREFIT AEEFT AREFT 8
=
Current RE o
Secured bank borrowings HEMBITER :E|
(Note (a)) (i) 75,099 88,460 - = g
Other bank borrowings HIRTER -
(Note (b)) (H#p)) 370,098 244,913 - - >
Unsecured bank borrowings EIRPRITER JZ’
(Note (c)) (H3(c) 262,672 189,234 262,672 189,234 o
>
707,869 522,607 262,672 189,234 ;
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, <)
Non-current FERE 5
Secured bank borrowings BEFRITER E
(Note (a)) (W3t(a) 97,603 113,050 - - =
Other bank borrowings HAPTER =
(Note (b)) (H13(b)) 8,277 58,840 - -
Unsecured bank borrowings EARFRIRITER
(Note (c)) (H#(c) ~ 215077 - 215077
Notes payable (Note (d)) JERMESRIE
(H1:#(d)) 170,705 167,300 170,705 167,300
276,585 554,267 170,705 382,377
Total borrowings BEHALE 984,454 1,076,874 433,377 571,611
Notes: Mzt -
(a) Bank borrowings of RMB172,702,000 (2008: (@) AR¥172,702,000L(=ZZZTN\F : A

RMB201,510,000) were secured by the followings:

(i)

pledge of the Group’s property, plant and
equipment with a net book amount of
approximately RMB435,021,000 as at 31

R#201,510,0007T) B ERTTE KA T 5
T8 B EEIR -

iy XEER-_ZZTAE+_-A
ST REFODE  BEK
RENEEAFEOAARE

December 2009 (2008: RMB311,700,000) 435,021,000 (ZZEZNF : A Jz>
(Note 7); FR#311,700,0007T ) (HiEE7) : =

>

(i) pledge of the Group’s land use rights with a (i) AEEERNTHERENER ;
net book amount of RMB10,897,000 (2008: nil) FEAHANRE10,897,000T(=ZF L
(Note 6); and TAE : ARMET) (Hi3E6) - 9

& =

)

3

(i) floating charges over the Group’s inventories (i) AEBR=_ZEZFENF+=A ©
with a net book amount of nil as at 31 =+ —HEHERNFEREF I
December 2009 (2008:RMB47,752,000) (Note BORAREZT(ZZETN\F : A

10); AR#47,752,0007T) (Ff3%10) 'ﬂ

T
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For the year

HEZZThF+-A=1T—HILFE

ended 31 December 2009

17. BORROWINGS - GROUP AND
COMPANY (Continued)
Notes: (Continued)

(b)

()

(d)

Other bank borrowings were secured by cross
corporate guarantees provided by certain
subsidiaries totalling of RMB378,375,000 as at 31
December 2009 (2008: RMB303,753,000).

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.

As at 31 December 2009, notes payable represents
US$25 million (2008: US$25 million) guaranteed
notes, maturing in 2012. The notes payable bear
interest (i) at fixed rate of 6.8% per annum from
July 2007 to June 2008, (ii) at various rates based
a formula making reference to Deutsche Bank
Municipal Forward Rate Bias Index from July 2008 to
June 2009, and (iii) at fixed rate of 6.8% per annum
from July 2009.

(All amounts in RMB unless otherwise stated)

(BBNAEN  ESHAARKEHE)

17. BE-AREBERAEALQE (&)

HiaE - (&)

(b)

HiRTEREE THB AR TR
NEER  RZEENF+A=1+—
AR 458 A ARE378,375,00000 (==
T)N\E : AR¥303,753,0007T) °

EIRFRATEFHARNALED AR - IR
SRR R TTE RN A A
ROTAE  BURIDERFEARFR
A HEE30% ©

RZEENF+ZA=+—H -
ENEFRBEERZZ —ZF 3
B #9 25,000,000 X T (=T TN\ F
25,000,000% 70 ) B ERE R - ENE
EREAE()VBH-_ZTTLELAE
2T N\FANAKREL6.8%TE ;
(INVBE=ZEN\FLAE_ZTTNEF
NA R EEEERITHERD
BEFRAFRREEEENZEGT
HHTENHREERE  (ii)B=
EENFLAKETEE6.8%THE °

The carrying amounts of the borrowings are EEMNEEERATEERHE
denominated in the following currencies:
Group Company
TEE F NS
2009 2008 2009 2008
—EEANE O ZEENF —EETASF Z2ENE
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARETT
RMB AR 347,500 226,000 - -
United States dollars e 621,151 850,874 433,377 571,611
Hong Kong dollars BT 10,390 = - =
Vietnam Dong M E 5,413 = - =
984,454 1,076,874 433,377 571,611

The weighted average effective interest rates per EE B IETEEER(F)FENT

annum at year end are as follows:

2009 2008
“2ENF “FRNE
UsD RMB HKD VND UsD RMB
En AR¥ BT HEE £ AR
Bank borrowings BITRE 3.1% 5.2% 1.5% 6.5% 5.5% 6.6%
Notes payable R ESFE 6.8% - - - 3.8% =

ETHEBEEFEHFY a3LINT dNOYD ITILXIL DNOHXIL

-
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For the year ended 31 December 2009
BE_TTNF+-A=+—HILFE

At 31 December 2009, the Group’s borrowings were
repayable as follows:

Within 1 year 1528
Between 1 and 2 years 15224
Between 2 and 5 years 2E55F

The fair values of current borrowings approximately
their carrying amounts, as the impact of discounting
is not significant.

As at 31 December 2009, the fair values of the non-
current borrowings and notes payable approximate
its carrying amounts and the fair values were
determined based on estimated cash flows
discounted using the effective interest rates of 4.6%
(2008: 5.5%) and 6.8% (2008:3.8%), respectively.

In respect of the Group’s borrowings totalling of
RMB433,377,000 (2008: RMB571,611,000), the
Group has to comply with certain restrictive financial
covenants, including, among others the following:

(i) maintain a multiple of consolidated earnings
before income tax (EBIT), as defined by banks,
to consolidated interest expense of at least 2
times (2008: 4 times);

(i)  maintain total equity of more than RMB1,000,000,000
(2008: RMB1,000,000,000);

(iii) maintain total borrowings of less than 3.8 times
(2008: 3 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;

(iv) maintain free cash balance of at least

RMB200,000,000 (2008: N/A); and

(v) maintain total borrowings of less than
RMB1,150,000,000 (2008: N/A).

(All amounts in RMB unless otherwise stated)

(BRBBFNAES - IEEBEAARBEHE)

_??jli-?— RA=+—R ®&E

FEVEIERR AT
Group Company
r5E YN
2008 2008
—EENE —EENE
RMB’000 RMB’000
ARETFT ARETFT
522,607 189,234
289,807 215,077
264,460 167,300
1,076,874 571,611

HRITRZFEMTRE  RBEEZ
RNHEHORFNEEKEE °

ThFE+=ZA=+—8 " kR
1%/ &Fﬁ{iﬁ RIB T AR E B 3%
ENTFTEDRNBRENAERFE4.6%
(ZZZNF : 55%) 6.8%(=ZFZEN
& 3.8%)BR 2 EET RS RmETE -

m]}\l

ﬁ$%lmAAEM%3W7mmﬂ

TNE : AR¥S571,611,000) 2 £ E
ﬁﬁ = NEBEBESTH TR SR
o BIE(EAPEE)TEE

HRIRAKRAMERAT AR (EBIT)
(HIRTEE) LR AZAET SR
ZERL2E(ZEZENF  4F)

(i

=

(i) # 4+ 1B A K ¥ 1,000,000,000
T(ZZEZTNF: ARK
1,000,000,000 7T ) 2 MR #E 2% 42
B

(i) HFEERBEIOREAEN  HE
K# A2 A (EBITDA) (F3R1THE
E)Z38E(—ZFE/)\F : 3(8) -
fEERBMBAL N RSB o

(v) #EHRcEBRRIARE
200,000,0007C( ZZEZ N\F : 1@
) R

v) #FEE @%&ECAEM
1,150,000,0007C(ZEZEN\F : T~
HA) -
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For the year ended 31 December 2009 (All amounts in RMB unless otherwise stated)

BE_ZTAFt_A=t—HLEE (BRANAEN  ESHAARKEHE)

—ETAE “FEN\E —ETTAE —FIE
RMB’000 RMB000  RME’000 RMB’000
ARBTT ARBTT ARBTT ARETZ
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9| 17. BORROWINGS - GROUP AND 17. BE-AREBRAQT (&)

m COMPANY (Continued)

= In addition, certain subsidiaries of the Group have AN - REBETHB AR BEBSTAET
(o) to comply with restrictive financial covenants based M B AR 2 AR R & B E B R
i' on the financial position and operating results of the Z RSB R 325 o

m subsidiaries.

(9}

g The Group has undrawn floating rates borrowing AEBRHAZFHEERENARE
7] facilities of approximately RMB172,036,000 (2008: 172,036,000 T ( Z T )\F : AR
9 20,000,000) which will be expired within one year. 20,000,0007T ) #§ A —F NE|H c R—F
o The facilities expiring within one year are annual AEEBzmEBAR _—_ZE -5 FAH
3_’| facilities subject to review at various dates during EZER] -

m 2010.

O

I

4

Jz’ 18. DERIVATIVE FINANCIAL 18. TTEEMIT A —AXEE

o INSTRUMENTS - GROUP

IE

n Group Company

;' r5E ENE|

H 2009 2008 2009 2008
=

m

Z

ur}

Interest rate swap contract ESEEirE Y
(Note (a)) (Kiit(a)) 305 = 305 =
Interest rate swap and forward &5 5 [ in 2
foreign exchange contract HNEE L
(Note (b)) (Kizt(b)) - 7,915 - =
305 7,915 305 -

Non-hedging derivatives are classified as a current SR TAET AN AR EESAE -

asset or liability.

(@) The notional principal amount of the (@) R=ZZETZNF+-A=+—H" K
outstanding interest rate swap contract at 31 HEMEREHAENZEELEH
December 2009 was RMB30,727,000 (2008: B AR#30,727,000C( ZZEEN
nil). F:ARETT) -

ETHEBEEFETHEY a3LINT dNOYD ITILXIL DNOHXIL

-
-
o

At 31 December 2009, the fixed interest rate
was 1.86% (2008: nil) and the floating rate was
with reference to London InterBank Offered
Rate (“LIBOR”).

(b) The notional principal amounts of the
outstanding interest rate swap and forward
foreign exchange contracts at 31 December
2009 were nil (2008: RMB57,411,000).

At 31 December 2008, the fixed interest
rate was 3.98% and the forward USD/RMB
exchange rate was 7.917, and the floating rate
was with reference to LIBOR.

R—ZZTZAE+=-_A=+—8 "
B EF R 51.86%( T )\ F :
M) MFBERTILEMBMIETT
EERS([RIERITRERS]) -

by R=BEEAF+=-_A=+—H" XK
HEEF RS RINESH 2 ZRAR
CHEAANREZL(ZEZTNGF
AER#57,411,0007T) °

R-ZEBEENF+-A=+—8 -
FEHEA3.98% @ MEHET/A
REEERA7917  FEBEXRTI£
ZRBIBITRIZERE -



For the year ended 31 December 2009 (All amounts in RMB unless otherwise stated)
BE-_ZTNF+-_A=+—HILEE (BRBAEYNBEEI - TASBEUAREE)
19. DEFERRED INCOME TAX — GROUP 19. IEEFTBH — A EEH
Deferred income tax assets and liabilities are offset EEEATEATENGEAHBEEEHS
when there is a legally enforceable right to offset RERBAEEYE BEEMEHEE
current tax assets against current tax liabilities and MEBESRBAR—FHEEBELCHREE
when the deferred income tax assets and liabilities EMRERBEAEZOWHT ¢

relate to income tax levied by the same taxation
authority. The analysis of deferred tax assets and
deferred tax liabilities is as follows:
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2009 2008
—EEhE —EBETNF
RMB’000 RMB’000
ARBFTT AR¥TT
Deferred tax assets: FEEFTBEE
— Deferred tax assets to be —BiB12ME A &4k
recovered after more than ZIEETIBE E
12 months 52 146
— Deferred tax assets to be —FE12@ ARk E 2
recovered within 12 months FEEFRIAE = 2,549 4,709
2,601 4,855
Deferred tax liabilities: FEFTBAE -
— Deferred tax liabilities to be —HiE121E A & Uk El
recovered after more than ZIEERIREE
12 months (16,349) (9,568)
— Deferred tax liabilities to be — 128 A RdE z
recovered within 12 months REFHBAE (7,788) (10,605)
(24,137) (20,173)
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For the year ended 31 December 2009 (All amounts in RMB unless otherwise stated)

BE_ZTAFt_A=t—HLEE (BRANAEN  ESHAARKEHE)

19. DEFERRED INCOME TAX — GROUP 19. IEEFTBH —AEB(2)
(Continued)
The movements in deferred tax assets and liabilities RENELEFHIBEELABEESHWNT :
during the year are as follows:
Deferred income tax assets: BIEFBHEE
Temporary
differences in
respect of
provisions
and accruals
Tax losses BEAEERET Total
BEBE HACERER @t

RMB’000 RMB’000 RMB’000
AREFE  ARETT  ARETR
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At 1 January 2008 RZZENFE—A—H 670 2,937 3,607
(Charge)/Credit to the consolidated WA BHE(F1%),/
income statement A (131) 1,379 1,248
At 31 December 2008 and R-ZEZN\E+_A=+—-HE
1 January 2009 “ZETNF-A—H 539 4,316 4,855
Charge to the consolidated NN EnE il oy
income statement (490) (1,764) (2,254)
At 31 December 2009 RZBENF+-A=t—H 49 2,552 2,601
Deferred income tax liabilities: FRIEFEHEE
Withholding tax
relating to
unremitted
earnings of
subsidiaries
Revaluation BHEMEATF
of buildings  FEMBFIH Total
— BFER BB et
% RMB’000 RMB’000 RMB’000
o} ARETFT ARETFT  AREFZT
&
a At 1 January 2008 RZEZNE—A—A 11,078 - 11,078
- Reversal relating to additional BRABIMTE M
g depreciation (723) - (723)
2 Withholding tax relating to unremitted 75 EAFf B A 7 AER
= earnings of subsidiaries BFIR TR = 9,818 9,818
2
2 At 31 December 2008 and R=FE/\E+=A=1—A
S 1 January 2009 R=_EENF—A—H 10,355 9,818 20,173
>H Reversal relating to additional BREBIMTE 2K
g depreciation (787) - (787)
& Withholding tax relating to unremitted 75 B B 2 Al AENR
earnings of subsidiaries RATER = 4,751 4,751
a
g At 31 December 2009 RZEENFF+-_A=F—H 9,568 14,569 24,137
ol

-
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19.

20.

For the year ended 31 December 2009
HE_ZTNE+-A=1—HILEE

DEFERRED INCOME TAX — GROUP
(Continued)

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 2009, the
Group did not recognise deferred income tax assets
of RMB71,000 (2008: nil) in respect of losses
amounting to RMB282,000 (2008: nil) that can be
carried forward against future taxable income.

Deferred income tax of RMB787,000 (2008:
RMB723,000) 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.

(All amounts in RMB unless otherwise stated)

(BRANAEN  ESHAARKEHE)

EEFTSH — A KHE (&

;Euﬁ SHEENMEE 2 FHIBEIERE
R MELAEAIAEIE A A% 2 FERFUR
@ﬁﬁf‘eﬁﬁlﬁﬂﬁémﬁ cRZETNF
+ZA=+—8  ANEBWEFRBRA
5#%&%%@%&0\%)&%282,000%(:
TN\F : AREZT ) BIBRERELRT
%Rﬁt%)&ﬁ%ﬂ 0007C(=%F ?/\i
/\E’ﬁ%fyz)

ANRHT787,000L(— T )\F : ARYE
723,0007T) MIEIE A5 Fi Th B H Ath (& &
(KisE16) BREREEF - thAKEF
NEBRITESERBEEFNESLRKANTE
FAERITE 2 MR EEARERE -

TRADE AND BILL PAYABLES - GROUP 20. EESREERE - XEE
2009 2008
—BBAE  ZFENF
RMB’000 RMB’000
AREFT AR¥TFT
Trade payables JEHE%/TA 479,972 537,927
Bill payables FE BN 30,630 93,141
510,602 631,068
As at 31 December 2009, included in the trade R-EBEEAE+_A=+—0 " | AJE
payables was amount due to an associate of Hféjg'] R IE B A RK2 010,000t (=&

RMB2,010,000 (2008: RMB8,161,000) (Note 34).

The ageing analysis of the trade and bill payables
(including amount due to a an associate of trading
in nature) is as follows:

TNF - AR¥8,161,0007T ) HY & 1< Bk
BN R)FIBE(KIEE34) ©

ENEZREREFR(BREEN—HES
BERBZ B HREDITAT

2009 2008

—EEhE —EENF

RMB’000 RMB’000

AR¥FT AR¥For

0 to 90 days 0OHZ=90H 326,513 205,966
91 to 180 days 91£180H 180,288 211,575
181 days to 1 year 181BE14 1,324 208,952
Over 1 year —F LAk 2,477 4,575
510,602 631,068
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For the year ended 31 December 2009 (All amounts in RMB unless otherwise stated)

BE_ZTTNAF+_A=+—HLEFE (BABINAEN  ESHAARKEHE)

20. TRADE AND BILL PAYABLES - 20. EHEZREBERE-ELEE
GROUP (Continued) ()
Trade and bill payables are denominated in the BN E S EERERENGHEEENT
following currencies:
2009 2008
—EENF —ETNEF
RMB’000 RMB’000
ARMTFT ARHFTT
RMB AR¥E 171,170 232,458
United States dollars ETT 330,700 389,026
Vietnam Dong WEE 8,732 9,584
510,602 631,068
The fair values of trade and bill payables ENESREESE Y A FEEEER
approximately their carrying amounts. EARE o

21. ACCRUALS AND OTHER PAYABLES — 21, Fi28 & & i fE 4 BE 2K — 7%
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GROUP AND COMPANY EEBAAT
Group Company
F5E PN
2009 2008 2009 2008

—ETAE “FP\E —ETAE —FINE
RMB’000 RMB000  RME’000 RMB’000
ARBTT ARBTT ARMTT ARETZ

Accrued wages and salaries FERT T & M 40,371 34,263 26 =
Interest payable FERFIE 6,591 4,447 6,157 3,867
Accrual of operating expenses  JEsHAE 55t 19,419 20,262 1,031 849
Deposits from customers BEFEZES 45,655 34,352 - =
Other deposits Hitize 2,913 3,951 - =
Payables for purchase of HEWE  BE
property, plant and equipment [ R & RETER X 104,653 100,508 77,791 80,732

-, Other payables H (i e BR K 54,317 21,513 - =

g Tax payables other than REARERE

o} Mainland China enterprise FriSTiBRINZ

o income tax FERITE 8,822 7,466 - =

m

Y

2 282,741 226,762 85,005 85,448

o

2

o

S

= 22. REVENUE 22. W

3 The Group is principally engaged in the $%@Ig¥%ﬁ§%ﬁ&%%@@iﬁ

© manufacturing and sale of yarn, grey fabrics and n B - BRI L EREIEN

M garment fabrics. Revenue/Turnover recognised FRIEER RN ERIFE o

g represented sales of goods, net of value-added tax.
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For the year ended 31 December 2009 (All amounts in RMB unless otherwise stated) ﬁ
HE-_ZTTAF+-_A=+—RHLEE (BRBEFIAEN - FTESBEAAREEE) e
’
%
]
&=
Fft
i
P4
23. OTHER INCOME AND OTHER LOSSES, 23. HtWW AR EMEEWE @ F 9|
NET #H m
—
2009 2008 (@)
—BEhF —TENF I
RMB’000 RMB’000 m
AREFT AR¥FT 8
Other income HA A %
Subsidy income (Note) ONC 9 15,077 33,149 2
Government grants relating to EHEE—RINE O
the relocation of a subsidiary NaEZ BT ED 2,624 18,370 5
Consulting income BERUA - 11,691 g
Re-investment incentives based on B PSR AR -
income tax paid ZEIREESR 983 2,946 Z
Compensation from insurance R A RIEBEE JZ’
company 1,986 = (@)
>
Total other income H bz 4a5s 20,670 66,156 ;
]
Other losses — net H b g5 — F8 5
Derivative financial liability at BATEE BB E
fair value through profit or loss: SRR Z HTAE BT E
aE:
— Unrealised loss —REREE (305) (7,915) -
— Realised loss —BEEBEIE (1,605) (6,991)
Net foreign exchange SNEE (JE518) Wzs
(losses)/gains (Note 28) SEEE(HF28) (1,481) 5,001
Others Hh 2,290 5,074
Total other losses — net H B84 — 58 (1,101) (4,831)

Note: 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.

Bet - FREMAE 2 B P BRFE RN B R

PrERHEBRMBAREEMIEE
BRI E BRI 2 2B -
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For the year ended 31 December 2009
HE-FTAE+-A=+—HILFE
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24. EXPENSES BY NATURE

(BR=AZNAEN

(All amounts in RMB unless otherwise stated)

MAESHAARKEHE)

24. X (RMEEDE)

2009 2008
—EENE T N\F
RMB’000 RMB’000
AREFT AR¥FT
Changes in inventories of RUpk R MAE RS
finished goods and work FEEE
in progress 28,966 (59,399)
Raw materials and consumables used R REME RIEFES 2,877,017 2,823,298
Employment costs (Note 25) BB A (H17725) 313,160 302,138
Depreciation and amortisation e KR EE
(Notes 6 and 7) (H1:#657) 123,113 96,314
Loss on disposal of property, plant and  H &M% - FiE k&
equipment and land use rights Rt AR 1A 2,714 2,194
Office expense FiNE 3 20,239 20,731
Utilities gh o RARE 226,147 193,437
Transportation B 90,114 67,387
Auditor's remuneration ZE NS 4,097 3,586
Lease rental expense of buildings BFREEAEAE
and machinery 11,903 12,751
(Reversal of)/Provision for impairment U & 5 B (E
of trade receivables (Note 11) (B, et
(H1aE11) (4,294) 2,612
(Reversal of)/Provision for inventory BRERFE (D), #iE
obsolescence (Note 10) (#1:%10) (9,393) 6,843
Other expenses HEAx 61,526 62,295
Total cost of sales, selling and SHERKA - HEX
distribution costs and general DR AR —
and administrative expenses MATH S 4258 3,745,309 3,534,187
. EMPLOYMENT COSTS
2009 2008
—EENEF ZEENF
RMB’000 RMB’000
AR¥TFT AR¥FT
Wages, salaries and bonuses TE& - ¥ RIEA 277,209 267,853
Pension costs — defined contribution IRVRER AN — e 5K
plans (Note (a)) sTElI(H7E(a)) 19,957 17,156
Other welfare benefits (Note (b)) H At F| (A aE (b)) 10,249 8,134
Other employment benefits E g S &1 5,745 8,995
313,160 302,138




For the year ended 31 December 2009
BE_TTNF+-A=+—HILFE

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. During
the year ended 31 December 2009, the Group
contributed approximately RMB19,881,000 (2008:
RMB17,080,000) 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. During
the year ended 31 December 2009, the Group
contributed approximately RMB76,000 (2008:
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 2009, the Group
contributed approximately RMB10,249,000 (2008:
RMB8,134,000) to these plans.

(All amounts in RMB unless otherwise stated)

(BRBAFNAESN - IEEBEAARBTHE)

Hiat

(a)

(b)

BR— RS
RIERBIARER R MOEARRE - AEH
EAEPHEAEEEL2EBRREHNT
BEIFCRKRAE  AEBRAEKESR
A RIBhIE B EART € M12%E22%
R7%Z28%EHER(FTHA LER) - bk
HEBMRFRTE - BRIELEFEHERK
G AEBEHETWERRRES T HE
BRERFBBEBIEEMAE - R
KEENFEERRESSIEBAERRE
BhR KT BIAE - REZE-_TTNF
TZA=1+—BLEE AKERL
MBREERRTEDAIHROAR
#19,881,000C(—TTNEF : AR¥E
17,080,0007T) °

REBELHBEBREESMRHIEATE
S EI([RESTE]D BREABNE
TATENARTENGE - RaES
B AEERERSEEMETALE
LR FE A AT R T KB BURA5%(A)
B - AEBRESHEHREETA
1,000 TR LR - REBEZTTNF
TZA=T—HLFE  REERRE
et BlE RN AREET6,000T(ZFF
N\E : AR¥76,0007T) °

HehEF
REBRFEAREMBENATEEEY
SHEEBMSRETE - ZFTEIRES
BB SE REENERE  FERE
HER HE_ETAF+_A=+—
ALIEFE - ASER Ll EIEHIOA
R#10,249,0007C (=TT /)\F : AR
#8,134,0007T) °
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For the year ended 31 December 2009 (All amounts in RMB unless otherwise stated)

BE_ZTAFt_A=t—HLEFE (BABINAEN  ESHAARKEHE)

25. EMPLOYMENT COSTS (Continued) 25. ET A (&)
Notes: (Continued) Mt (&)
(c) Directors’ and senior management’s emoluments (c) EERSREEEME
The remuneration of each director of the Company BE-_ZTTNF+_A=+—HILFE
for the year ended 31 December 2009 is set out R TELESNIMenT
below:
Employer’s
contribution
Dis- to pension
cretionary Other scheme
Fees  Salaries  bonuses benefits)  EXE Total
Name of Director EERE e H¢ HERAL HogER  SEER st

RMB’000  RMB’000  RMB’000  RMB’000  RMB’000  RMB’000
ARBETT ARETT AREFT ARETT AREFT ARETZ
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Executive directors HITES
Hong Tianzhu HR - - - 983 18 1,001
Zhu Yongxiang Kok - 591 2,154 12 18 2,775
Gong Zhao R - 277 436 12 18 743
Tang Daoping b rERE - 296 1,608 12 18 1,934
Independent non-executive BN FEHITES
directors
Ting Leung Huel, Stephen T R#& 170 - - - - 170
Cheng Longdi R 73 - - - - 73
Zhu Lanfen PN L) 73 - - - - 73
316 1,164 4,198 1,019 72 6,769
The remuneration of each director of the Company BE_ZZN\F+-A=+—HILFE
for the year ended 31 December 2008 is set out BN TFELESNMEmT
below:
Employer’s
contribution
Dis- to pension
cretionary Other scheme
Fees  Salaries  bonuses benefitsd BRI Total
Name of Director Esps ik H&  MERL HARR0  FEHR st
— RMB’000 RMB’000 RMB’000 RMB’000 RMB’000  RMB’000
% ARBTT ARBTZ ARBTT ARMTT ARBTT ARETR
[e]
3 Executive directors WITES
= Hong Tianzhu R - - = 906 18 924
3 Zhu Yongxiang Kok - 720 640 12 18 1,390
fn Gong Zhao R = 382 320 12 18 732
o Tang Daoping b rERE - 360 720 12 18 1,110
(o]
§ Independent non-executive BN EHITES
= directors
= Ting Leung Huel, Stephen T R#& 170 - - - - 170
o Cheng Longdi R 73 - - - - 73
H Zhu Lanfen EN L) 73 - - - - 73
15
% 316 1,462 1,680 942 72 4472
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For the year ended 31 December 2009
BE_TTNF+-A=+—HILFE

25. EMPLOYMENT COSTS (Continued)
Notes: (Continued)

(c)

(d)

(e)

Directors’ and senior management’s emoluments

Note:

(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 2009 (2008: Nil).

Five highest paid individuals

The five individuals whose emoluments were the
highest in the Group for the year include four (2008:
four) directors whose emoluments are reflected in
the analysis presented above. The emoluments
payable to the remaining one (2008: one) individual is
as follows:

(All amounts in RMB unless otherwise stated)

(BRAZIRES - FASTAARRHE)

25. BT RA(#)
wra - (41)

(c)

(d)

EEKaREEBME ()

Bt -

() EHoRMRKXREEZMRE M
BRERF o WEHSRERF
TECERBERTERRE - Jhh
RBIARE 2 TR R B IR -

RBE-TEAF+-A=+—ALE
U REEHRADEANS (T
NE : ) -

AEuEEHFMAL

NAEE  XEBRAUFHSSALTH
RIOA(ZTTN\E : [m)AEE - H
HEBR EXEFMDTARER - T
FHRT—(ZTENF : —fI)ALZ
BT

2009 2008

—EZhE —ET)N\F

RMB’000 RMB’000

ARYFT ARETFT

Basic salaries and allowances HEAH & RER 161 505

Bonuses TEAL 545 42
Pension cost RIKE

— Defined contribution plan — REH-KEE 11 11

717 558

During the year ended 31 December 2009, no
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 (2008: Nil).

(e)

HE-TTAF+-A=1+—8 42
AYEEAETANEEAAARZSHFAL
SN ERBE - ERIMAKRIIARE
B BB KA ABEREE(ZFEN
FE) e
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For the year ended 31 December 2009 (All amounts in RMB unless otherwise stated)

HE_TZTAF+-A=+—HLFE (BRANAEN  ESHAARKEHE)
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3 26. FINANCE INCOME AND COSTS 26. MW ARBEX
m
Z,’ 2009 2008
(o) —EENE —EENF
E' RMB’000 RMB’000
g AR¥FT AR#TFT
g Interest expense FERZ
8 — bank borrowings wholly — AR AF AT
- repayable within five years EEORITER 52,243 64,306
O Less: amount capitalised in JB N R R
l’| property, plant and BERNMbE5E
g equipment (Note 7) (Kiz£7) (1,631) (6,275)
; 50,612 58,031
Iz’ Exchange gain on financing BUEE B PTSIE K e
S activities (Note 28) (Hizz28) (1,476) (54,639)
>
c'; Finance costs BRI 49,136 3,392
e - — - - — - - — -
J_’| Finance income IR I ON
E — interest income on bank deposits —SRITIFH B URA (3,985) (3,947)
m
E' Net finance costs/(income) — net BRL (WA )5 45,151 (999)
27. INCOME TAX EXPENSE 27. FRSHAX
The amount of income tax charged to the RiFEBRRNRAASHEENAT
consolidation income statement represents:
2009 2008
—EENEF T NF
RMB’000 RMB’000

ARETFT ARKETFT

Mainland China enterprise income tax I ABEDE ST

— Current — BNHA 26,210 27,823
— Overprovision in prior years — B FEREEE (162) (1,495)
Deferred income tax (Note 19) EIEFTS R (H7£19) 6,218 7,847
32,266 34,175
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For the year ended 31 December 2009
BE_TTNF+-A=+—HILFE

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 (2008: Nil).

Subsidiaries established in Mainland China
are subject to EIT at rates ranging from 20% to
25% during the year (2008: 18% to 25%).

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% (2008: 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 from 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 (2008: nil) as year 2008 is the
first profit making year after offsetting prior
years’ losses.

(All amounts in RMB unless otherwise stated)

(BRBAFNAESN - IEEBEAARBTHE)

HRARERNFALBAEREESL
EMERTEH - R BAFEH
BRELBE(CTTNF T -

AR B K BE X 37 HO Bt B A Bl A AN &R
EEIR20%E25%( —EF )\ F :
18% £25%) Z TR BT T8
i o

BRI(PEREERRFSN - &
N BT AR B A B B S B AT A EL At PR
BRRIHRINEBELE  ERE
BRI B ARMEINE REH BRI
ERAIRRE - BSA P BRRE
MRz ik BRENEEMEB
EFEEBOE AR MHIAREE
REEEMNFEL —ZZTN\F—H
—HARER(ARFERE)  28EE
FR1SIHME - g = FRIEHR TR
FEE-

1A e K SZ B BT B X B R 42 10%
ZBENF - 10%) 2 BRI
51 - REERZHNBARE %
BENERRE R L - BENE
HATABEFREENBRREE
ENFER  R2BAEHESE B
BNFREHREFLESE - AR
T N\FRBERENBAREHEBE
FEABNERREERNEE
BARERAFEERAYEME
B(ZFFN\F:F)-
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For the year ended 31 December 2009
HE_TZTAF+-A=+—HLFE

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

The Company’s subsidiaries established in the
British Virgin Islands were incorporated under
the International Business Companies Acts 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% (2008: 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
(2008: 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

(All amounts in RMB unless otherwise stated)

(BRBBFNAES - IEEBEAARBEHE)

ARBRBFREHESARENFE
HEEMKZAERRBRAR
R ERHHS A ST

ARBRRBREZE B KI B
YANCIDELI:S S E IG5 Rl VA=
B MR EEF M - Db
RHRBRLBEEM

RORPIRL S 2 B A T AIR9% (=
TTN\F  9%) ZHEBNFA
B o PR AR g A AR 4 [ AR A
P o5 416 R P B A SRR+ 0
EARPIRIERIE L B (— 2T
NE ) o

N85 B BR PAS B AT A1 A A BB AR
BEANGA B RN NETH
MEGFHEZERESETE - Z2M
™

BECHEBEFEHETEY a3LINIT dNOYD ITILX3L ONOHXIL

-
N
N

entities, as follows:

2008
ZEENF
RMB’000
AR¥FT
Profit before income tax, ¥R PRAS T Al A
after excluding share of (AEHBR FE (L Bt
profit/(loss) of an associate AElwER, () 265,334
Tax calculated at domestic tax 1238 FA R AR R B
rates applicable to profits NRZ N B AR
of the respective subsidiaries FHE A 68,840
Effect of tax exemption/reduction  FiIEZA® W2 & (34,944)
Expenses not deductible for AT 2
tax purposes 2,091
Tax losses for which no deferred A REFERIRIEFTISHL
income tax asset was A BIEEE
recognised -
Utilisation of previously A BT RER
unrecognised tax losses BilEkE1E (317)
Overprovision in prior years BAFERERE (1,495)
34,175



27.

28.

29.

For the year ended 31 December 2009 (All amounts in RMB unless otherwise stated)

BE_TTNF+_A=+—HLFE (BEBNAEN  ESRAARKHE)

INCOME TAX EXPENSE (Continued)

(iv) Other income tax (Continued)
The weighted average applicable tax rate was
20% (2008: 26%). The decrease in tax rate
was due to the increase of profit from Vietnam,
which is subject to a lower income tax rate.

During the year ended 31 December 2009,
the Group has shared the income tax of its
associate company with the amount of nil
(2008: Nil).

NET FOREIGN EXCHANGE (LOSSES)/
GAINS

The exchange differences (charged)/credited to
the consolidated income statement are included as
follows:

27. FIE8MAXZ#)
(iv) EAtFEsE)
B INE TR 520% (=2
T\E : 26%) o BB HEF
18 HIME H FTS RS SRR FTEL

HE-SBAF+ A=+ AL
FE - AREWEDHLBED RN
BR(—FTN\F : ARBETL) -

28. SME (B518) W FE

REBZEEZ R FAZ R BREEEE
IATNIAR ¢

2009 2008
—EZhEF T NF
RMB’000 RMB’000
AR FT AR¥FT
Other losses — net (Note 23) Hip &8 — %5
(Hfi#23) (1,481) 5,001
Finance costs (Note 26) M5B R (K1:#26) 1,476 54,639
(5) 59,640

PROFIT ATTRIBUTABLE TO EQUITY
HOLDERS OF THE COMPANY

The profit attributable to equity holders of the
Company is dealt with in the financial statements
of the Company to the extent of approximately
RMB23,228,000 (2008: RMB6,490,000).

29. AR AREFE AERGRR

RARRERFAAREENOARE
23228,000L (—FEZNF : AR¥
6,490,0007T) B 5t AR A RIB ISR A ©
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For the year ended 31 December 2009
HE-FTAE+-A=+—HILFE

30. EARNING PER SHARE

31.

(a) Basic

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

(All amounts in RMB unless otherwise stated)

(BRANAEN  ESHAARKEHE)

30. SREAER
(a) EX
FRERZBF RN G REZFE A
AR AR AFAS BT ERRAN

of the Company by the weighted average DI BETH o
number of ordinary shares in issue during the
year.
2009 2008
—EENF T N\F
Profit attributable to equity holders 7N FIAR R A FELS
of the Company (RMB’000) wEAM(ARETT) 285,565 214,193
Weighted average number of BETE BRI
ordinary shares in issue IR (ATFET)
(thousands) 884,681 884,425
Basic earnings per share BRERZF]
(RMB per share) (BRARKTT) 0.32 0.24
(b) #E

(b) Diluted

Diluted earnings per share is not presented as
there were no dilutive ordinary shares.

DIVIDENDS

A final dividend in respect of the year ended
31 December 2009 of HKDO0.075 per share,
amounting to HKD66,351,000 (equivalent about
RMB58,369,000), is to be proposal for shareholders’
approval at the upcoming Annual General Meeting.
The dividend payable has not been included in the

consolidated financial statements.

BRI AT R BB - R
EdlE=dive: o r=till

1. RE
BHE_ZZTAFE+_A=+—HIt#E
ERRBKRE AFR0.075F T + &
5166,351,0008 T (FHE RN AR
58,369,0007T) ' #EHBNIE A F R RE
FERE IR ARG - EMAREN
RINALR BT FEREK -

2009 2008
—EENF —ETNEF
RMB’000 RMB’000
AR¥FT AR#BTT
Interim dividend paid of HKD0.035 FRERBRE T
(2008: nill) per ordinary share [1% 2.0.035% 7T
(ZZTN\EF : |&) 27,282 -
Proposed final dividend of HKD0.075  #Z S @A
(2008: nil) per ordinary share 0.075 8T AR HIIR B
(ZZTN\F : &) 58,369 -
85,651 —




For the year ended 31 December 2009 (All amounts in RMB unless otherwise stated) ﬁ
HE-_ZTTAF+-_A=+—RHLEE (BRBEFIAEN - FTESBEAAREEE) e
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%
]
&=
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i
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32. CASH GENERATED FROM 32. $EFIELENRS 9|
OPERATIONS m
—
2009 2008 (@)
—BEhF —TENF I
RMB’000 RMB’000 m
AREFT AR¥TFT 8
Profit before income tax BR BT 1S H% B A 317,831 248,368 %
Adjustments for: AEEIER - l<2
— Amortisation — 8 2,545 1,783 o
— Depreciation —¥r & 120,568 94,531 b
— Share of (profit)/loss from —D{hEE R A g
an associate C#F) R (286) 16,966 -
— Loss on disposal of property, —HEME - BE K Z
plant and equipment and B &) JZ’
land use rights (note) AR R (M 5t) 2,714 2,194 9
— Finance (income)/costs — net — Bt (W), B R >
— ¥4 45,151 (555) ;
— Fair value loss on derivative —fPTESRT A =
financial instruments NEEEE 305 7,915 J_’|
— Realised fair value change on —CRTAEER E
financial instruments N EES) (7,915) - m
Changes in working capital LEES E'
(excluding the effects of (REREZER
exchange differences on ERNTERIN)
consolidation):
— Inventories —FE (24,629) (38,127)
— Trade and bill receivables —EWE SRR 28,648 (99,281)
— Prepayments, deposits and —fEaRFEIR - fTe Kk
other receivables Ho A e WK IE (24,842) (8,911)
— Trade and bill payables —[ENE 5 REBRFIE (120,466) 163,566
— Accruals and other payables —TatR & A K E A
FERFERIR 49,690 7,729
Cash generated from operations EIESIR S 389,314 396,178
Note: et :
In the consolidated cash flow statement, proceeds from REEEREMER ' HEYWE - BEREER
disposal of property, plant and equipment and land use + b AR S IR A E ¢
rights comprise:
>
2009 2008 £
—EENF —TE)\F 3
RMB’000 RMB’000 -
ARMTF 7T ARBF T E
Net book amount (Notes 6 and 7) BREFE(A76K7) 5,282 28,111 ’_°°|
Loss on disposal of property, plant HEMZE BB REE N
and equipment and land use rights A R - Hb {55 PR S 18 (2,714) (2,194) S
Proceeds from disposal of property, HEME - BENEE Ml
plant and equipment and land use rights DA - Hb {5 FRAERY e
{8 Z0R 2,568 25,917 u
_m
Sill
#

=
N
(3]
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For the year ended 31 December 2009
HE-TZTNEF+-_A=1+—HIEE

33. COMMITMENTS

(a) Capital commitments

(All amounts in RMB unless otherwise stated)

(BRANAEN  ESHAARKEHE)

33. AiE

(a)

Capital expenditure at the balance sheet date

but not yet incurred is as follows:

BAESE
REEANERRA(BEREL)R
W

2009 2008
—EEAF ZEENF
RMB’000 RMB’000
AR¥FT ARMTFT

Property, plant and equipment M - BRE MR
Contracted but not provided for EEEIEE S 225,331 22,804

Land use rights T b AR

Authorised but not contracted for BB RETL - 20,000
Total capital commitments B 225,331 42,804

(b) Lease commitments

(b)

The Group leases various land, offices and
warehouses under non-cancellable operating

lease agreements.

The future aggregate minimum lease payments

HERE
AEBERBTIAIBBEEEHE RS
mAETRON L  RIAERE
B o

R HELEHE 2 RRRE

under non-cancellable operating leases are as THEFIEAFENAT ¢
follows:
2009 2008
—EENF —ETNEF
RMB’000 RMB’000
AREFT AR¥FT
No later than 1 year —FR 4,324 4,995
Later than 1 year and —FERERFA
no later than 5 years 7,983 8,858
Later than 5 years AFE 73,402 75,276
85,709 89,129
Representing: 5
Land use right T b R 83,303 85,708
Property, plant and equipment L E =S 2,406 3,421
85,709 89,129




For the year ended 31 December 2009 (All amounts in RMB unless otherwise stated)
HE_TTNGE+-A=1—HILEE (REHEFIAEN - FIESEUAREE)
34. RELATED-PARTY TRANSACTIONS 34, EHEB RS
Parties are considered to be related if one party has R — e E s BEEH S — %
the ability, directly or indirectly, control the other EMEREERE T AR —H11EE
party or exercise significant influence over the other AL AWK ABET - MEEX
party in making financial and operating decisions. HEES - TR R AR

Parties are also considered to be related if they are
subject to common control.
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The related party that had transactions with the AEBEREFB SR ST ¢
Group is as follows:
Name of related party Relationship with the Group
B S B8 HEAKEHER
Nantong Textile Group Co., Ltd. Associate company
BB BB R AR AR YN
The Group had the following significant transactions REEHERFBTET NIEARSN
with its related party, as follows: T ¢
(a) Sales of goods (a) SHEEMm
2009 2008
ZEENF —EENF
RMB’000 RMB’000
AR FT ARHF T
Sales of goods: HESmM
— Nantong Textile Group — B AR R
Co., Ltd. DA B R AT 1,834 12,582
(b) Purchases of goods (b) HEEEM
2009 2008
—EENF —EENEFE
RMB’000 RMB’000
AR FT ARHFT
Purchases of goods BEEm
— Nantong Textile Group — R R E
Co., Ltd. DA ER AT 33,092 14,099
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For the year ended 31 December 2009
HE-FTAE+-A=+—HILFE

34. RELATED-PARTY TRANSACTIONS

(Continued)

(b) Purchases of goods (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

(All amounts in RMB unless otherwise stated)

(BBNAEN  ESHAARKEHE)

34, HEBINRZ (2)

(b) REBEm(#E)
ARBEERAEENEEERR
Lt ERRERE T MR 5 T B R E S
B2 AR EAERE BRI &,
BB T EHNBERET

parties.

(c) Balance with related parties

The Group had the following significant

balances with related party:

(c) PBARRTS HVAEER
A& B SRR T OB KA ERIA T

2009 2008
—EEAE T N\F
RMB’000 RMB’000
AR¥FT AR¥FTT
Prepayments for purchase of FE RRES 75 /O R AT R
raw materials to a related party HEBTE R
(Note 12) (Ktat12)
— Nantong Textile Group — R AR S
Co., Ltd. AR A RN A] - 4,122
Trade payable to a related party — EREETHNZE 5
(Note 20) FRIE(HFE20)
— Nantong Textile Group — B AR R E
Co., Ltd. DA FR AT 2,010 8,161

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

repayable within one year.

(d) Key management compensation

IAB T NERAEER 28K
AR —FAEE -

NN

(d) FEEEEFM

2009 2008

—EEhEF —FE)N\F

RMB’000 RMB’000

AR¥FT AEB¥TFTT

Salaries, wages and bonuses H4e - TERIELL 7,412 5,106
Pension cost — defined BRIRE AR

contribution plan — REHRETE 123 123

Other benefits E i 1,028 942

8,563 6,171




For the year ended 31 December 2009 (All amounts in RMB unless otherwise stated) ﬁ
BE_ZTNF+-_A=+—HILFE (BRBAEINBEIN - FIELEUAREE) &
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35. PARTICULARS OF SUBSIDIARIES 35. HEAREHR 9,
The following is a list of the principal subsidiaries, NTFRINR=_BEZNLE+=—_B=+—H m
which are unlisted, at 31 December 2009: MEAI ELTRBAF : =
o
Place and date of Particulars of issued E'
incorporation and form  Principal activities share capital or m
of legal entity and place of paid-in capital 8
Name MR E R AR operations BERTRASHAN Interest b4
£ ERERER TEERREEHYE  RAFHE 1733 ‘3
=
Directly held- 2
B m
O
Texhong Textile Holdings British Virgin Islands Investment holding in 100 ordinary shares 100% 3
Limited 26 May 2004 British Virgin Islands of USD1 each §
limited liability company CZ)
R GRZRER DR RERUHES REBRZES 1000 & 100% >
“TTMERAZTRE  REERK 1ETERR -
BREEAT &
>
Texhong Textile Investment  British Virgin Islands Investment holding in 1 ordinary share 100% H
Limited 9 December 2004 British Virgin Islands of USD1 <
limited liability company g
RIHBREBRAF RERUEE REBRLES 1RER 100% =
—“TTWE+-ANA REER 1R ERR
AREEAH
Sunray International British Virgin Islands Investment holding in 1 ordinary share 100%
Holdings Limited 21 January 2005 British Virgin Islands of USD1
limited liability company
BB ERERAR RERUEE REBRLES 1RER 100%
“EZRRF-A-t-RB REER 1R ERR
BAREEAR
Texhong Vietnam British Virgin Islands, Investment holding in USD50,000 100%
Investment Limited 6 September 2006 British Virgin Islands
limited liability company
RIBEREBRAT RERUEE REBRLES 50,0005 7T 100%
—ZTRFNAARA REER
BREARA
>
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ﬁ For the year ended 31 December 2009 (All amounts in RMB unless otherwise stated)
a BE-—TTAF+-_A=+—ALEE (BRBEFIRES - FTESBEAAREE)
i
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i
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P
&
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9| 35. PARTICULARS OF SUBSIDIARIES 35. B ARER (#)
F’ﬂ, (Continued)
-
o Place and date of Particulars of issued
i' incorporation and form  Principal activities share capital or
m of legal entity and place of paid-in capital
8 Name Mt E R AR operations BRITRAIHAN Interest
% A% ERERER TEXBREELH RAFHE fhIR
(@]
C Indirectly held-
~ A -
=
8 Texhong Textile (Taizhou)  Tai Zhou, Mainland China, Manufacturing and USD193,750 100%
m Co., Ltd. 20 October 1997, sales of yarns and
4 limited liability company grey fabrics in
= Mainland China
) R GE(FMN)BRAR] IR R B RRESSE K 193,750 T 100%
> —WNEF+A=TH HEYRRAR
” AREEAT
]
5 Texhong Textile (Suining) Xuzhou, Mainland China, ~ Manufacturing and sales USD187,500 100%
m Co., Ltd. 26 June 1998, of yarns, grey fabrics,
E limited liability company dyed cloth and dress
= in Mainland China
- RGHEE)BRRA R R B RRESSE 187,500% 7T 100%
—NANANFRRZTRBE HELR %A
AREFLA P R R
Taizhou Texhong Weaving  Taizhou, Mainland China,  Manufacturing and USD2,625,000 100%
Co., Ltd. 15 January 2000, sales of industrial-use
limited liability company textile products and
top-grade blended-
spinning in
Mainland China
RMNRIMBERR DA R EIRM A BIA R 8E o 2,625,000 7T 100%
—ZZTE—-A+hA HETZRHEm
BREFAT BTN KR &
Zhejiang Texhong Textile Jinhua, Mainland China, Manufacturing and USD6,350,000 100%
Co., Ltd. 18 May 2000 sales of industrial -
limited liability company use textile products,
top-grade grey fabrics
and blended-spinning
in Mainland China
IR BBR AR hEE IR ARESSE R 6,350,000 T 100%
“ZRTERATNR WETXAMEM
BREFLA BT RORH

ETHEBEEFETHEY a3LINT dNOYD ITILXIL DNOHXIL

-
w
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Name

1

Indirectly held-
BEEA-

Jiangsu Century

Texhong Textile Co., Ltd.

IHE R HEERAR]

Taizhou Century Texhong
Textile Co., Ltd.

FMEERAHBERAR

Nantong Century Texhong
Textile Co., Ltd.

ERLERISHBERAR

Xuzhou Century Texhong
Textile Co., Ltd.

EMERRIHEERAR

Xuzhou Texhong Yinfeng
Textile Co., Ltd.

EMRILREHBERAR

For the year ended 31 December 2009
BE_TTNF+-_A=+—HLFE

Place and date of
incorporation and form
of legal entity
EMAIL K AR
ERERER

Xuzhou, Mainland China,
6 June 2010 limited
liability company

AR
“T-TF AAA
BRELAR

Taizhou, Mainland China,
23 April 2002
limited liability company

R ZR
“TE-FNWA-+=H
BRETAA

Nantong, Mainland China,
7 June 2002
limited liability company

PERE
—FF_F AR
BREEAR

Xuzhou, Mainland China,
13 January 2003,
limited liability company

B R
—ZEE=F—At=H
BREEAR

Xuzhou, Mainland China,
12 May 2004
limited liability company

PRGN
“TIMFRAT-R
BRREAT

Principal activities
and place of
operations

FRRBRERME

Manufacturing and
sales of yarns,
grey fabrics,
dyed cloth and
dress; processing of
cotton in
Mainland China

PR BURRESUE o
HEDR - £
i R BR%  RIEMT

Manufacturing and
sales of industrial-use
textile products and
top-grade blended-
spinning in
Mainland China

AP E AR RS R SHE
IXRGBmRER
RO

Manufacturing and sales
of yarns, grey fabrics
and dyed fabrics in
Mainland China

NGNS
Wi - K R

Manufacturing and

sales of top-grade yamns

and cloth spinning in

Mainland China
WA BAREEERAE

BRYEEMHY R

Manufacturing and sales
of yarns, grey fabrics,
cloth and dyed fabrics
in Mainland China

NP EARESUE R IHE
Wex - i kR
Ffn

(All amounts in RMB unless otherwise stated)

(BRBAFNAES - IEEBEAARBEHE)

Particulars of issued
share capital or

paid-in capital

BERTRASHAN Interest
RAFE ik
USD10,200,000 100%
10,200,000% T 100%
USD13,000,000 100%
13,000,0005 1T 100%
USD3,850,000 100%
3,850,00037T 100%
USD625,000 100%
625,000 T 100%
USD4,200,000 100%
4,200,000 7T 100%

6002 LJOd3d TVNNNV

BEEUEE

-
w
-



BECHEBEFZHEETEY a3LINIT dNOYD ITILXIL ONOHXIL

-
w
N

For the year ended 31 December 2009
HE_TZTNAF+-A=+—HLFE

Name

1

Indirectly held-
mERE-

Nantong Texhong Yinhai
Industrial Co., Ltd.

HRRILREERERAR

Xuzhou Texhong Times
Textile Co., Ltd.

FMRIERHBERAR

Texhong (China) Investment

Co., Ltd.

RL(PERERRAT]

Xuzhou Texhong Yinlian
Textile Co., Ltd.

RN R RB BB R DA

Taizhou Texhong Yintai
Textile Co., Ltd.

FMRILBFHBERAA

(All amounts in RMB unless otherwise stated)

(BRBBFNAES - IEEBEAARBTHE)

Place and date of
incorporation and form
of legal entity
ALK AR
ERERER

Nantong, Mainland China,
20 May 2004
limited liability company

hERE
—ZENERA-TH
BREARR

Xuzhou, Mainland China,
29 December 2004,
limited liability company

PRI

Principal activities
and place of
operations

IRXBRERME

Manufacturing and sales
of garment, textile
knitting products
and yarns in
Mainland China

WNPEARERIE RHE
P~ SR E m
R##%&

Manufacturing and
sales of top-grade
yarns, thread, grey
fabrics, textile knitting
products, and
garments in
Mainland China

B ARERE RS

“EIMEF-ATNAR RANER 8 -

BREEAR

RS Em R K

Shanghai, Mainland China, Investment holding and

21 June 2005
limited liability company

FELS

“ZTRFAA-+-H

BREEAR

Xuzhou, Mainland China,
30 March 2006
limited liability company

AR
“EFAT=A=TR
AREAA

Taizhou, Mainland China,
26 May 2006
limited liability company

RERM

“EEXERA-TNH

BREEAR

trading of textile
products in
Mainland China
REZR R BARE
BESBER

Manufacturing top-grade
yarns, thread, grey
fabrics, dresses, in
Mainland China

R EARESLES R
Wi 5 AmkRE

Manufacturing top-grade
garment and special
textile for construction
in Mainland China

P E AR RS R K
RAE RIS
NN

Particulars of issued
share capital or
paid-in capital
ERTRAIHAN
RAFE

USD3,500,000

3,500,000%7T

USD15,000,000

15,000,000 7T

USD30,000,000

30,000,000 7T

USD12,500,000

12,500,000 T

USD6,500,000

6,500,000

Interest

R

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%



For the year ended 31 December 2009 (All amounts in RMB unless otherwise stated) ﬁ
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35. PARTICULARS OF SUBSIDIARIES 35. B ARER (&2 9,
(Continued) m
-
Place and date of Particulars of issued o
incorporation and form  Principal activities share capital or E'
of legal entity and place of paid-in capital m
Name M E R AR operations BERTRASHAN Interest 8
£ ERERER FTEXBREELH BRAFE 1733 Z
o
Indirectly held- E
BEREE ﬁ
Sunray Macao Commercial ~ Macao, Trading in Macao MOP$100,000 100% (w)
Offshore Limited. 19 December 2005 m
limited liability company Z
HERPEREERG el REMES 100,000:2F9% 100% Z
ARA “ETREL-ATNA 5
AREFAR >
-
Texhong Textile (Hong Kong) Hong Kong, Investment holding in 10,000 ordinary 100% ‘_”|
Limited. 11 May 2006 Hong Kong share of HKD1 >
limited liability company H
RGHE(FE)ERAR BE RNEBETREER 10,0008 100% 2
—TTFRAT-H BRABTERK g
EREEAA 3
Changzhou Texhong Textile ~ Changzhou, Mainland China Manufacturing and sales RMB32,145,000 100%
Co., Ltd. 1 January 1979 of textile, decoration
limited liability company and garment in
Mainland China
BMRIHBERAR hEEM RABEAREEER AR#32,145,0007 100%
—hthF—A—A HES M - Him
BREARA RER
Sunray Trading (Hong Kong) Hong Kong, Trading, investmentand 10,000 ordinary 100%
Limited 16 February 2005 corporate services in shares of HKD1
limited liability company Hong Kong
MHES(BR)BRRR AR REBETES 10,0008 100%
“ZTRFZATAH RERIRECERS BRIETERR
BRERRA
Texhong Vietnam Textile Vietnam, Manufacturing of yarnin - USD16,000,000 100%
Joint Stock Company 24 October 2006 Vietnam
(formerly known as limited liability company -
Texhong (Vietnam) z
Textile Limited) g
RAL (878 S8R0 A NEREREYR 16,000,000 100% =
BRAR (MBXL —2TE+A -+l 2
(B8 FBAERAR) BREEAR 3
3
S
3
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]
A
=
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#
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ﬁ For the year ended 31 December 2009 (All amounts in RMB unless otherwise stated)
a BE-—TTAF+-_A=+—ALEE (BRBAEINBEIN - FIELEUAREE)
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9| 35. PARTICULARS OF SUBSIDIARIES 35. B ARER (#)
FJ“) (Continued)
-
o Place and date of Particulars of issued
i' incorporation and form  Principal activities share capital or
m of legal entity and place of paid-in capital
8 Name Mt E R AR operations BRITRAIHAN Interest
Z L ERERER TEXBREELH RAFE fhIR
(@]
E Indirectly held-
ﬁ BERE
o) Texhong Textile Nantong Ltd. British Virgin Islands, Investment holding in USD50,000 100%
L] 14 March 2007 British Virgin Islands
§ limited liability company
4 ROHBABERAR RERAES REBRIES 50,0007 100%
Qo “ETHEZATNA ETRESRR
= BREEAT
()
;' Texhong Textile Nantong Hong Kong, Investment holding in HKD100 100%
H Investment Limited 6 November 2007 Hong Kong
< limited liability company
AL RGHRERE Bl REBETRELER 10087 100%
— BARAT “ZRHET—ARA
AREERRA
Texhong Textile (Hong Kong) Hong Kong, Investment holding in HKD100 100%
Holdings Limited 24 QOctober 2007 Hong Kong
limited liability company
R (ER)ER &R REBETRERR 10077 100%
ARAT “ERHFTAZTIA
AREERR
TVN (Hong Kong) Limited Hong Kong, Investment holding in HK10,000 100%
4 December 2007 Hong Kong
limited liability company
TVUN (Hong Kong) Limited ~ &7& REBETREER 10,000/87C 100%
—EZE+-AMA
- BREAR
x
=
] Shanghai Texhong Trading ~ Shanghai, Mainland China, Trading of textile USD500,000 100%
@ Co., Ltd. 11 August 2008 products in
Y] limited liability company Mainland China
ﬁ EREIITESER AR FE 8 EREAREEST 500,000%7T 100%
® “ZT\ENAT-H HEmE s
g BRECAT
o
5 Shanghai Hongrun Textile Shanghai, Mainland China, Trading of textile RMBS5,000,000 100%
= Co., Ltd. 7 January 2009 products in
= limited liability company Mainland China
H EERTERSERAT] HE R EAREET AEH5,000,0007 100%
=] —EEAE—A+A BERES
B BREERTA
i
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>
al



For the year ended 31 December 2009 (All amounts in RMB unless otherwise stated)
HE_ZThF+_A=+—RHILEE (BRBEFIAEN - FTESBEAAREE)
35. PARTICULARS OF SUBSIDIARIES 35. B AR ER (&)
(Continued)
Texhong (China) Investment Co., Ltd. is a wholly R (R E)IREFR A R AR BIARE
foreign owned investment holding company FM I 2INEIREER AR - 1B
incorporated in Mainland China. All other H b B KBRS 2 fT B A R BER
subsidiaries established in Mainland China are Bl KBEEMA L2 ZINEDE -

wholly owned foreign enterprises incorporated in
Mainland China.

None of the subsidiaries had any loan capital in issue BTG+ _A=1+—HIFE
at any time during year ended 31 December 2009 WEMRERE - SEMNBARESENE
(2008: None). BITHERA(ZZEN\E &) -

The English names of the certain subsidiaries ETHBEBARWEENEXATR @ HE
represent the best effort by the Group’s XEBEAEBEIEERZRASZNEE
management to translate their Chinese names, as FRETEERE AR Z R -

they do not have official English names.
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