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OPERATING FIGURES KEEE
2010 2009 2008 2007 2006
“8-%F “EENE “EE\E “ERLR EENE
For the year ended 31 December RMB 000 RMB 000 Change RMB 000 RMB 000 RMB 000
HEt-A=t-RLLERE AREFT NEEFT gz NEEFT NEEFT NREFT
Revenue WA 5,471,598 4,088,436 33.8% 3,737,641 3,254,109 2,667,216
Gross profit EF 1,308,609 601,260 117.6% 458,935 434,751 402,863
Profit for the year ERigH 841,134 285,565 194.6% 214193 2871111 190,536
Eamings pershare  SREF
Basic X RMBAES0.95% RMBARE0.321 196.9% RMBARM0.241T RMBARM027T RMBARH0.227
Diluted &3 RMBAES0.95% RMBARH0.321 1969% RMBARH0.247 RMBARM027T RMBAEH0.227%
CONSOLIDATED BALANCE SHEET meEERRER
2010 2009 2008 2007 2006
E-%F “EENE “ZEN\E “ERtE —5ER
As at 31 December RMB 000 RMB 000 Change RMB 000 RMB 000 RMB 000
Rt=A=t-H ARETT NEEFT &g NREFT NEEFT NEEFT
Total assets BAE 4,909,240 3,297,702 48.9% 3,199,192 2,645,130 1,829,900
Non-current assets FrPEE 2,017,995 1,627,487 24.0% 1,623,120 1,339,571 899,343
Current assets AR 2,891,245 1,670,215 731% 1576,072 1,305,559 930,557
Total liabiliies ERE 2,700,065 1,811,037 49.1% 1,970,810 1,569,379 968,251
Current liabilities el 2,020,984 1,510,315 33.8% 1,396,370 855,717 152,517
Non-current liabiliies ~ FEFEIE & 679,081 300,722 125.8% 574,440 713,662 215,674
Net current assets THEETE 870,261 159,900 444 3% 179,702 449842 177,980
Net assets BEFE 2,209,175 1,486,665 48.6% 1,228,382 1,075,751 861,649

0102 LYOd3d TVNNNY

HhhE—S—

(=3
w




it
%
]
E
u
=z
>
4
9)
>
r
I
o)
ac
C
o)
I
-]
»

FINANCIAL INDICATORS BEIEE
For the year ended 31 December 2010 2009 2008 2007 2006
BEt-A=T-BL%E —EI-EE O ZZENE ZTENE ZREEF ZETRX
Inventory turnover days FEREERY 92 74 75 71 58
Trade and bill receivables EWE 5 RRBHE

turnover days FEXE 28 40 4 33 27
Trade and bill payables RECIES 44

turnover days [EERE 60 60 61 48 35
Current ratio i [ads 1.4 1.1 1.1 1.5 1.2
Net debt to equity ratio BEFEERLE

(Note 1) (H3t1) 0.29 039 060 067 0.42
Return on equity (Note 2) ERERE (fiH2) 46% 21% 19% 25% 24%

Note 1: Based on total borrowings net of cash and cash /7 REEEABNBKRRE LIRS EEMAR

=]

equivalents and pledged bank deposits over total equity. BHERRITERGRES AR EST

Note 2: Based on the net profit over the average of the total ~ #/i72 : IRIEH I V) R F L85 2 FFBELL T
equity at the beginning and ending of the financial year. PR AR ESE -
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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 800,000
spindles and 900 air-jet looms.

CORPORATE STRUCTURE

EMBN

KT E B AR AR ([ RE 44 sk A
A EREMBARSEI AEE ) (BRAT
& fmo%: 2678) 2 E AR LM ([HE )
SANEHERRIER Y —  ERTRHELN
SR MERBECHBEREESE - AEH
MNEBEBKABERHERLYER KAk
| CEEIEEESSNMENIRR S
o B—NMNEFH  REEEBERAR -
BHAEREB1,600EEANINEF - HERKE
MR - BN - R BERENN - AEE
BB RPREETI=AMREZRE 11
A=A E A A R 1EEEE
BB FE3A800,000E 40 4 2900 & & f A i 1Y
HERES ©

Texhong Textile Group Limited
(Stock Code on the Hong Kong
Stock Exchange: 2678)

FAGAEEERAT
(EBBRFTREHR : 2678)

100% 100% 100%

100% 100%

Texhong Industrial Park.

Texhong Textile Investment Limited Texhong Textile Holdings Limited ‘Texhong Vietnam Investment Ltd. ‘Sunray International Holdings Ltd. toldings Limited
FALGRAABRAE FALGRERARAE FABARAARAE FARERARAR P s
|
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Hong Tianzhu
SRR N

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 2010.

RESULTS

In 2010, the manufacturing industry was confronted
with tremendous operating pressure due to the extreme
fluctuation of raw material prices. However, Texhong
was able to enhance its leadership in the increasingly
differentiated and segmented textile industry by looking
into its competitive edges while adjusting flexibly and
quickly in response to market changes together with the
recognition and strong demand for our products in the
market.

In terms of marketing, not only does our strength
lie in our cutting edge in the field of core-spun yarn
products, but also our continuous efforts in developing
the market for our denim yarns and differentiated fibre
products. Meanwhile, we have also captured the very
right timing to reinforce our raw material purchasing
control and implemented optimization measures, thereby
continuously utilizing the cost advantages of our plant
in Vietham. As a result, the Group recorded the best
annual performance for consecutive two years since
its establishment and rewarded our shareholders with
another fruitful result for 2010.

During the year, the Group revenue increased by 33.8%
to RMB5,471.6 million. Profit for the year increased by
194.6% to RMB841.1 million. Earnings per share was
RMBO0.95 in 2010, an increase of 196.9% from 2009.

OUTLOOK

As the raw material cost rose sharply and continued
to fluctuate at high level, the enterprises that possess
certain core strengths could enjoy higher credibility and
bigger market share, together with continuous growth
in domestic demand and export volume in the textile
market in the PRC, we expect that the market pie will
keep growing.

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
by continuing with our two-way development strategy
of implementing expansion in scale and internal quality
upgrade.

AANEREARRESE([EFEE)) - MAR
AARBRREIAEEHE_T—FTF+ A
=T —RUEFENEFRE -
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—E-TERMHEBREIRIND - FREXE
BREAKLERN  BEEERMESNEDS &
AR REEE - I ETSHRMAERNR
FIEERRIE R - ZE T HMAEER(HMBmAT
SRR BTN o

EMSTHIE BT AERCYBRERTS
MWEE  RMEERSEATTRYRERL
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REBEEMEITIER B e - AERIENE
BB E K AEEY - BEMFRIE T AEBAL
IRREFERE  RERRBREL—DRE
T —TEREE

FRAEBZHRALFA3IBEUEARE
54.716187C * FWEH EFH194.6% = AR
8411BL - —E—EFNEBREFAARKE
0.957C * Ltk =TT NF £F+196.9% ©
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OUTLOOK (Continued)

The construction of the 190,000-spindle project in
Vietnam commenced on 18 June 2010, and the plant is
expected to be put into full production in early second
quarter in 2011. In January 2011, the Group has entered
into a contract to acquire the land use right of a piece of
land of about 67 hectares in Vietham for expansion of
our yarn spinning capacity of at least 600,000 spindles.
This enables us to fully leverage the low cost production
advantage in Vietnam and to secure the implementation
of our continuous growth plan from 2011 to 2013.

Cotton has been the key raw material of the Group.
Given 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 and flexibly adjusting the purchasing strategy when
raw materials are in tight supply. With such measures in
place, as well as the market recognition in our innovative
strength and the wide acceptance of our comprehensive
and highly differentiated product mix, we are able to
systematically transfer our increased raw material costs
to our customers. Market fluctuation usually comes
with bigger returns. This strategy has been carried out
smoothly and provided a sound foundation for our further
expansion.

In 2010, the Group had been awarded for consecutive
seven years as one of the top 20 competitive cotton
textile enterprises 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.

E-Z-ZFENAT N \BARMELERDY
190,00040 4228 TH2 » ARt — T ——FF -
ZEYIEERE AEEERN_ZT——F—
BFISIAR BEME—IRH67TAE L
TifFERAE - BB AEENG YR
##600,000404E - EASFEAREBF AT H KT
MEMRAEEKRANESD  EMREAEE -
——FE T -FHRFEERHENE -

IRIERAEEN T ZRME - EHEE RN
IRIEREHERS - HPVBRZEENEES - RIE
RHBRIBERES - B RERIEREHRB A A
R EERAIERN TEE NERE S
B o R ASEAABSRNRIFEN ALK TS
BA - FSRAZ R R ER(CNTISEL
EHHRRME DRMEBAAN LT 8
SEETEP - RENUR 5K ET =4
BRAR - MEFIRIRTERE RS R B M
BT B RBME - THBEFRMAE LR
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OUTLOOK (Continued)

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”. It
is proven that we can maintain scale expansion and
explore differentiated products by utilizing our plants in
Vietnam and the PRC, mainly targeting at the extensive
consumption market in the PRC. We anticipate that the
Group will enjoy an accelerated growth in the years to
come.

We target at earning over RMB10 billion revenue
annually and maintaining a long-standing position in the
industry. We have advanced an important step in 2010,
and in view of the current selling prices of our products,
the expansion of capacity and the strong market
demand, we have strong confidence that the annual
revenue goal of over RMB10 billion from operation could
be achieved ahead of schedule.

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

28 February 2011
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We are pleased to present the annual results of the
Group for the year ended 31 December 2010 to the
shareholders. During the period under review, under tight
supply and strong demand of cotton, the cotton price
kept rising. 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
successfully transferred the rising costs to customers
and secured a significant growth in turnover of 33.8%
to RMB5,472 million compared with the corresponding
period last year. Profit for the year set a record high for
consecutive two years since incorporation. It increased
by about 2 times to RMB841 million compared with the
corresponding period last year. Profit for the year after
excluding other income and exchange gain on financing
activities also increased by about 2 times to RMB768
million compared with the corresponding period last
year. Earnings per share for the year increased by about
2 times to RMB0.95 from RMBO0.32 for the corresponding
period last year.

China is a major textile manufacturing nation. According
to the WTO, China is the world’s largest textile and
clothing exporting nation, accounting for 28.3% and
34% of the world’s textile and clothing exports in 2009,
respectively. China’s textile industry has resumed growth
based on a number of measures. According to the China
National Textile and Apparel Council (the “CNTAC”),
China’s export of textile products for 2010 amounted to
US$206 billion, representing a year-on-year increase of
23.65%. According to CEIC Data Company Ltd (“CEIC”),
the gross industrial output value of textile enterprises
in China for 2010 was RMB4,765 billion, representing
an increase of 25.4% over the gross industrial output
value in 2009. Besides, according to CEIC, investments
in fixed assets in the Chinese textile industry for 2010
reached RMB403.6 billion, representing an increase of
30.13% as compared with 2009.

Meanwhile, the Chinese textile industry has been
realigning toward domestic consumption, which is
expected to be a continuing industry growth driver.
Accounting to CEIC, domestic sales as a share of total
industry sales have rised from 66.6% in 2002 to 81.37%
in 2010. With a population of approximately 1.3 billion
people, rapid economic growth, an increase in the
disposable income of the general population and overall
rising living standards, there is a significant potential for
a continued rise in domestic demand for Chinese textile
products.

BRAMABBRRREAEEHE_T—TF
+—A=+—ALFEES - FRBEHR - £
IRIEEEE R R FESRS 2 T BB
LR BEAEE2EAS ARG HRATES
T BEEEEHERLRYG - AEEIEF G
RAERTES » WFEFLEBAREE 8
FRIE EF33.8%E AREEB472(ETT - FIW
A EEMEAI AR AR S BEER
BRI AN #)25 E AREES. 4112 0T » IR E A
UG A e b B E ) AT 1S B 3 IR 25 18 M F s F|
L EFRIERTME MA2(E = AR KT 681E T ©
2FEZ2ERAFNABARK0.955T - #1142
& =FEHUAARKE0.32T -
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BUSINESS REVIEW

For the year ended 31 December 2010, the turnover
of the Group was RMB5,472 million, representing an
increase of 33.8% 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 RMB4,409 million and accounted for
80.6% of the Group’s total turnover. Compared with the
corresponding period last year, sales volume of yarns
only increased by 4.6% to 179,691 tonnes as the newly
built up production capacity was modest and did not
commence production until the second half of 2010. The
increase in turnover thereof was mainly contributed by
the increase of product selling price. The average unit
selling price of yarn increased by 31.8% to RMB24,539
per ton from RMB18,614 per ton for the corresponding
period last year mainly benefited from the rise in cotton
price. The turnover of our grey fabrics amounted to
RMB919 million and accounted for 16.8% of the Group’s
total turnover.

Our overall gross profit margin increased to 23.9% from
14.7% for the corresponding period last year. In 2010,
strong demand on our products had led to quick pass-
on of the increased raw materials cost to customers.
The inventories on hand were also benefited from the
upsurge in product selling price. The combined effect
of the above boosted the profit margin of our yarns and
drove our overall net profit margin for the year to 15.4%
in 2010.

On 18 June 2010, the Group held the foundation laying
ceremony of the Phase Il 190,000 spindles expansion
project in our plant in Vietnam. The whole project
is expected to commence full production between
late March and early April 2011, thereby effectively
satisfying our customers’ demand on our products. This
development paves the way for further strengthening our
division of labour and specialization of each production
base, leading to potential improvement in our overall
profitability. Currently, each production base in the Group
has already achieved a primary division of labour and
specialization. In 2010, cotton yarns, denim yarns and
synthetic fibre yarns represented 43%, 39.5% and 17.5%
of the total output of yarns respectively.

e e
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BUSINESS REVIEW (Continued)

The Group has further strengthened the strategic
cooperation with INVISTA North America S.a.r.| (“Invista”)
and Lenzing Fibers (Shanghai) Co., Ltd. (“Lenzing”). In
2010, the Group has successfully applied the spandex
fibore FREEF!T™ invented and with patent owned
by Invista to the production of stretchable core-spun
yarns for making high-end shirt fabrics. The Group also
continued to produce different high-end non-spandex
core-spun yarns, high-end denim yarns and high-end
knitted yarns using the cellulose-based Tencel® fiber,
Modal® fiber and viscose fiber supplied by Lenzing.
In addition, we commenced to apply polyester with
environmental protection concept to produce blended
yarns with other fibers, and strengthened cooperation
with Toray of Japan. 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 to meet the demand of
quality customers for different high-end products.

o e g
-_. .’ _*:;! ’i_‘-nl | B
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7R 42 B 4 48 2 INVISTA North America S.a.r.l
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FUTURE OUTLOOK

In view of the continuous growth in domestic demand
and rebound on textile products export, we believe that
the Chinese textile industry will be able to maintain a
steady growth. Also, due to the increasing demand for
quality garments and fabrics, the domestic demand for
high-quality differentiated yarn products is expected to
increase in tandem with the expansion in consumption
in the PRC. The management believes that in the
foreseeable future, demand for the major products of the
Group will be on the rise.

In January 2011, the Group has entered into a contract
to acquire the land use right of a piece of land of about
67 hectares in Vietnam for expansion of our yarn
spinning capacity of at least 600,000 spindles. In order
to enjoy the tax privileges available in that new location,
a new subsidiary will be set up to operate the new
production facilities. This enables us to fully leverage the
low cost production advantage in Vietham and to secure
the implementation of our continuous growth plan from
2011 to 2013.

The Group has been awarded as one of the top 20
enterprises in the Chinese cotton textiles industry for
consecutive seven years by China National Textile and
Apparel Council. 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 fully leveraging the cost
advantages of our plant in Vietham. 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 B B

Turnover =

The Group’s turnover comprises the sales of yarns, AEEMNEEFETBREBEELG KA LE
grey fabrics and garment fabrics. Due to the continuous ¥} - R =T —ZFhEERNE S INERE
strong domestic demand for high value-added core-spun 474 R EI BRI ERS) - N FOEREEE
cotton textile products and the increase in selling prices & IREERMEIAR FiR - ¥ G EHILREL
of yarns in tandem with the increase in raw material  38% - T3 AR EE R EE R L EEIN
costs, the sales of yarns grew by about 38% in 2010.

Turnover analyses of the Group by products are shown
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below.
Turnover Margin
change change
between between
2010 and 2010 and
2009 2009
2% _T-%f
Gross profit Grossprofit — EX@Hl ERAELL
2010 margin 2009 margn - ZEEAF  ZEENE
“%-%fF Az ZEThE EfE 2% k- 14
percentage
RMB’000 RMB000 points
AREFT AREFT A7
Stretchable core-spun yarns BNELYE 2,971,642 286% 2178768 16.2% 36.4% 124
Other yarns YR 1,437,805 226% 1018741 16.3% 41.1% 73
Stretchable grey fabrics BN 687,920 10.6% 524,935 9.4% 31.0% 1.2
Other grey fabrics Etoith 230,925 10.2% 245,939 5.2% -6.1% 50
Garment fabrics et 143,306 15.7% 120,053 16.6% 19.4% 09
Total BEEE 5,471,598 239% 4,088,436 14.7% 33.8% 9.2
Sales Selling
Volume Price
change change
Sales Volume between Selling Price between
#E 2010 and HEER 2010 and
= 2010 2009 2009 2010 2009 2009
= e i T s S
S HEHL HEERHY
3 o —gEhE
2 283 bl + 4
Q Stretchable core-spun yams BheLYE 11,121 111,193 -0.4% 26,742 19,594 36.5%
o (Ton/RMB per ton) (/ \RH5H)
2 Other yarns (Ton/RMB per ton) At 68,570 60,585 13.2% 20,968 16,815 24.1%
= (/ \R%5H)
Fon' Stretchable grey fabrics (Milion Bhfh(BER/ 65.5 61.2 7.0% 105 86 2.1%
meters/RMB per meter) AREER)
§ Other grey fabrics (Million meters/ ~ EikA(EEX/ 259 320 -19.1% 89 17 15.6%
& RMB per meter) ARBEKX)
5 Garment fabrics (Milion meters/ ~ EE(AEA/ 96 94 21% 149 127 17.3%
RMB per meter) ARBEX)
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FINANCIAL REVIEW (Continued)

Turnover (Continued)

The Chinese textile market is the Group’s major market,
accounting for 88% of our total turnover. The ten largest
customers of the Group for 2010 are as follows:

SHAOGUAN SHUNCHANG WEAVING FACTORY
CO., LTD.

FOSHAN SEAZON TEXTILE & GARMENT CO., LTD.

ZHEJIANG LIMAYUNSHAN TEXTILE CO., LTD.

ZHEJIANG YUANFENG TEXTILE CO., LTD

ZHEJIANG JIAERMEI TEXTILE CO., LTD

GUANGDONG QIANJIN JEANS CO., LTD.

YIXING LUCKY G AND L DYEING AND FINISHING
CO., LTD.

ZHEJIANG QING MAO WEAVING, DYEING &
PRINTING CO., LTD.

YIXING LUCKY G AND L DENIM CO., LTD.

ZHEJIANG HING FUNG WEAVING, DYEING &
PRINTING CO., LTD.

The Group has more than 1,600 customers. As the
Group mainly produces differentiated products, the
Group does not rely on the orders from any single
customer. The ten largest customers only accounted for
17.8% of the total turnover. The ten largest customers
mentioned above have more than 4 years’ trade
relationship with the Group.

Gross profit and gross profit margin

With the upsurge in cotton price, through our efficient
adjustment in selling prices and together with the benefit
from the low cost inventory on hand, gross profit of the
Group increased from RMB601 million to RMB1,309
million, representing an increase of 118% compared to
last year. The overall gross profit margin also increased
by 9.2 percentage point as compared with 2009.
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FINANCIAL REVIEW (Continued)

Cost structure

Cost of sales increased by 19.4% to RMB4,163 million,
which was mainly driven by the increase in raw material
cost. Raw material cost accounted for about 83.3% of
the total cost of sales. Cotton is our major raw material.

With the forecast that cotton will be in tight supply, the
Group entered into certain cotton purchase contracts
with major cotton suppliers in October 2010, so as to
assure stable cotton supply for our production for the
first half of 2011. Generally speaking, since the Group
adopts pricing strategy on a cost-plus basis, the Group
will only consider entering into long-term cotton purchase
contracts when the forecasted cotton supply is tight.

In November 2010, the Group has sold certain futures
contracts in respect of 25,000 tonnes of cotton to hedge
against its exposure to fluctuations of cotton price for
part of the inventories on hand and the committed
cotton purchase obligations. As at 31 December 2010,
the Group recorded an unrealized loss at fair value of
RMB33.2 million in respect of those futures contracts
as a result of the increase of cotton price at the end of
the year. Management expects to square those futures
contracts when the above said exposure has been
reduced after consumption of the cotton and sale of
finished goods in the first half of 2011.

The breakdown of our cost of sales is shown below:
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FINANCIAL REVIEW (Continued)

Selling and distribution costs

For the year ended 31 December 2010, the Group’s
selling and distribution costs amounted to RMB129
million, representing an increase of 12.9% compared
to that of last year. The increase was attributable to
the increase in salaries and transportation cost due to
increase in sales volume.

General and administrative expenses

During the year, the Group’s general and administrative
expenses increased by 42.4% to RMB205 million, which
amounted to 3.7% of the Group’s turnover. The increase
was mainly attributable to the increase of staff's salaries
and bonus due to good operating performance for the
year and general increase in various office expenses.

Br &S B8 )

HER D HBEX
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Cash flow RERE
2010 2009
—E-2F —TTNE
RMB’000 RMB’000
ARETFTT ARBETFT
Net cash generated from operating RERBMSIRE FH
activities 470,143 368,031
Net cash used in investing activities TR R FFEIR €558 (340,114) (126,386)
Net cash inflow from/(used in) financing ~ RU& RIS, (Fr#E)
activities RE/FEE 47,434 (162,654)
Cash and cash equivalents at Rt+—A=+—HHRE
31 December RRSEED 569,466 392,003

For the year ended 31 December 2010, net cash
generated from operating activities amounted to RMB470
million. The increase in net cash inflow from operating
activities was contributed by the increase in net profit
but being partly offset by the increase in inventories. In
view of potential tight cotton supply in 2011, additional
inventories had been built up in 2010, net cash flow
from operating activities would be significantly higher if
the cotton supply is not as tight as forecasted. The net
cash used in investing activities amounted to RMB340
million, which was mainly used for the payment of capital
expenditures of new factories built in Xuzhou of the PRC
and in Vietnam. During the year under review, the net
cash generated from financing activities amounted to
RMB47 million, mainly contributed by the increase in
bank borrowings.
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FINANCIAL REVIEW (Continued)

Liquidities and financial resources

As at 31 December 2010, the Group’s bank and cash
balances (including pledged bank deposits) amounted to
RMB604.7 million (as at 31 December 2009: RMB407.9
million). As a result of the increase of raw material
prices in 2010, the Group’s inventories increased by
RMB672.2 million to RMB1,386.9 million and our trade
and bill receivables decreased by RMB31.2 million to
RMB404.3 million (as at 31 December 2009: RMB714.7
million and RMB435.5 million). The inventory turnover
days and trade and bill receivable turnover days were
92 days and 28 days respectively, compared to 74 days
and 40 days in 2009. The increase in inventory turnover
days was mainly attributable to the upsurge in raw
material price and stock up of inventories. The trade and
bills receivables turnover days decreased mainly being
benefitted from the strong product demand.

Trade and bills payable increased by RMB348.8 million
to RMB859.4 million as at 31 December 2010 (as at 31
December 2009: RMB510.6 million), the turnover days
were 60 days being the same as last year. The increase
in trade and bills payable was mainly attributable to the
higher raw material price.

The Group increased the total bank borrowings by
RMB256 million to RMB1,240 million as at 31 December
2010 mainly due to the increase in demand for working
capital. Current bank borrowings decreased by RMB98
million to RMB610 million while non-current bank
borrowings increased by RMB353 million to RMB630
million. To make the capital structure more capable for
the long-term development of the Group’s business, the
Group completed the issue of unsecured five-year senior
notes of US$200 million on 19 January 2011 which
helped further optimize the proportion between long-term
loan and short-term loan of the Group.

As at 31 December 2010, the Group’s financial ratios
were as follows:
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FINANCIAL REVIEW (Continued)

Borrowings

As at 31 December 2010, the Group’s total bank
borrowings amounted to RMB1,240 million, among
which RMB488 million (39.3%) were denominated in
Renminbi, RMB744 million (60.0%) were denominated
in United States dollars and RMB8 million (0.7%)
were denominated in Hong Kong dollars. These bank
borrowings borne interest at interest rates ranging from
2.1% to 6.8% per annum (2009: 1.5% to 6.8%).

As at 31 December 2010, the Group has outstanding
current bank borrowings of RMB610 million (2009:
RMB708 million). Current bank borrowings managed to
decrease after a successful refinancing of the syndicated
loan amounted to USD38 million in June 2010.

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

Bank borrowings of RMB277,482,000 (2009:
RMB172,702,000) were secured by the pledge of
the Group’s land use rights with a net book amount
of RMB52,134,000 (2009: RMB10,897,000) as at
31 December 2010; and the pledge of the Group’s
property, plant and equipment with a net book
amount of approximately RMB487,934,000 (2009:
RMB435,021,000) as at 31 December 2010.

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.

Since majority of the Group’s income is settled in RMB,
with the expectation of RMB appreciation against USD,
the Group has not taken foreign exchange hedging on
expenses and borrowings denominated in USD and
Vietnam Dong.

Capital expenditures
For the year ended 31 December 2010, the capital
expenditure of the Group amounted to RMB485 million
(2009: RMB135 million). It was mainly comprised of the
investment of fixed asset in the new plants in Xuzhou of
the PRC and Vietnam.

Contingent liabilities
As at 31 December 2010, the Group had no material
contingent liabilities.
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As announced by the Company on 26 April 2010, by an
agreement dated 26 April 2010 (“Facility Agreement”)
entered into by, among others, the Company as
borrower and a syndicate of banks and financial
institutions as lenders, the lenders have agreed to
grant a loan facility (“Facility”) of up to the principal
amount of US$43,000,000 for refinancing of the Group’s
existing indebtedness. The Facility is for a term of
three years and is unsecured. The Facility Agreement
contains the usual cross default provisions and a further
requirement that Mr. Hong Tianzhu shall remain the
chairman of the Company’s board of directors and the
Company’s single largest shareholder. A breach of such
requirement will constitute an event of default under
the Facility Agreement, and as a result, the Facility is
liable to be declared immediately due and repayable.
The occurrence of such circumstance may trigger the
cross default provisions of other banking/credit facilities
available to the Group and, as a possible consequence,
these other facilities may also be declared to be
immediately due and repayable.

As announced by the Company on 12 January 2011, the
Company and certain of its subsidiaries entered into a
purchase agreement with Deutsche Bank AG, Singapore
Branch, in connection with the issue of US$200 million
7.625% senior notes (“Notes”) due 2016. The indenture
(“Indenture”) governing the Notes provides that upon the
occurrence of a change of control triggering event, the
Company will make an offer to purchase all outstanding
Notes at a purchase price equal to 101% of their
principal amount plus accrued and unpaid interest, if any,
to the offer to purchase payment date.

A change of control under the Indenture includes,
among others, any transaction that results in either (i)
the Permitted Holders (as defined below), which include
Mr. Hong Tianzhu, the controlling shareholder of the
Company and companies controlled by him, being the
beneficial owners (as such term is used in the Indenture)
of less than 50.1% of the total voting power of the voting
stock of the Company; or (ii) any person or group (as
such terms are used in the Indenture) is or becomes
the beneficial owner, directly or indirectly, of total voting
power of the voting stock of the Company greater than
such total voting power held beneficially by the Permitted
Holders. “Permitted Holders” means any or all of (1)
Messrs. Hong Tianzhu and Zhu Yongxiang; (2) any
affiliate of the persons specified in paragraph (1); and
(3) any person both the capital stock and the voting
stock of which (or in the case of a trust, the beneficial
interests in which) are owned 80% by persons specified
in paragraphs (1) and (2) above.

As at the date of this report, the Company is in
compliance with the Facility Agreement and the
Indenture.
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FINANCIAL REVIEW (Continued)

Human resources

As at 31 December 2010, the Group had a total
workforce of 12,925 (as at 31 December 2009:
13,596), of whom 10,056 were located throughout
our manufacturing plants in China, 174 were based in
Shanghai, 2,687 were located at the Group’s production
base in Vietham and 8 were based in Hong Kong and
Macao. 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 17 HK cents per share in respect of
the year ended 31 December 2010 to shareholders
whose names appear on the register of members on
18 April 2011 and will be payable on or about 29 April
2011, subject to the approval by the shareholders at the
forthcoming Annual General Meeting on 18 April 2011.
An interim dividend of 11 HK cents per share was paid
by the Company on 20 September 2010.
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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, CTA(HK), FHKIoD
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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 33 to 35. 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:

BExgm)
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£ URBABELFNTESHABLETR
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EXEEHARAEE  WmAKE BERE
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EERPHEE - RFEAN - DBRTORESS
% BEFTHFEFGERZBERNT

Number of
Board meetings
attended/held

HEBITESS
=P8
Executive Directors: BITES
Hong Tianzhu R
(Chairman and Chief Executive Officer) (FEFRITEAZE) 4/4
Zhu Yongxiang ROKFE 4/4
Tang Daoping BT 4/4
Gong Zhao BEMR 4/4
Independent Non-Executive Directors: BAEHTES:
Zhu Lanfen KBS 4/4
Cheng Longdi TEREAR 4/4
Ting Leung Huel, Stephen TRIE
MH, FCCA, FCPA (PRACTISING), ACA, MH, FCCA, FCPA (PRACTISING), ACA, 4/4

CTA(HK), FHKIoD

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

CTA(HK), FHKIoD
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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 2010.

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 HKD120,000 to each of Ms. Zhu Lanfen
and Mr. Cheng Longdi and HKD240,000 to Mr. Ting
Leung Huel Stephen for the year ended 31 December
2010. 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 23 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 2010 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:

FHERR(E
@ BETRIEBEHEFATEMERLE
CEENHE TS

(h) FERYBEZFTMEBBACEER L
MRS RETE B MM

() MEMEELSHERERFB 2 RFER
HETTRIERN S 1 DA L RER R I (A BN &
HAE) o

FHMEEgRFARIAF—RgE - N_F
—TERB-REAREH  UERRIR
ER 7 MITHINBEE LRS- ITES IR
TEEZ2HMWNES - MEKE 2 HFEERNA
T

Number of Committee
meeting attended/held

Committee member ZEERE HE BT EEEEEZAH
Ting Leung Huel, Stephen TRE 11
Hong Tianzhu HR 11
Zhu Lanfen ENES 11
Cheng Longdi T2 11

In addition to the Committee meeting, the Remuneration
Committee also dealt with matters by way of circulation
during 2010. 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 39 to 40 and note 16 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;

EBEER (W
() WEAEEZ M BEE
REIRHIE

M EBESIE M

BRI B A o 1 PR Bl R A SRR B IR
EBOEERENEZARAAPELEGE

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

ERESERTHABETZABEE
ERIBREZEMBERUNEIEE
Z ElE

(h) to consider any findings of major investigations of  (h)
internal control matters as delegated by the Board
or on its own initiative and management’s response;
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(i) to review the Group’s financial and accounting (i)
policies and practices;

() to review the external auditor’'s management (j) %*MI\BEV%(EWE’QEEE@{# < IZBRAD Bh

letter, any material queries raised by the auditor to TR - MR E IR RRMER

management in respect of the accounting records, EBREMEMELNRRE  REEEMND

financial accounts or systems of control and & -

management’s response.

The Audit Committee shall meet at least twice a year. BERXZEEBHFAZLBREMAEE N
Two committee meetings were held in 2010 and the —ZFREITMAZESSS  MEKEZH
attendance of each member is set out as follows: FERAT

Number of Committee

meeting attended/held
Committee member ZE8RE HE BITZEEEEEIRE
Ting Leung Huel, Stephen TRE 2/2
Zhu Lanfen ENEE 2/2
Cheng Longdi TR 2/2
During the meetings held in 2010, the Audit Committee =R _-_ZT—TFET2 @5 BEREZESDET

had performed the work as summarised below: Z TV T
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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
2009 (the “2009 Final Audit”);

reviewed the external auditors’ report of finding in
relation to the 2009 Final Audit and the auditors’
report on the connected transactions for the year
ended 31 December 2009;

reviewed the external auditors’ independent review
report in relation to the 2010 Interim Review;

reviewed the financial reports for the year ended 31
December 2009 and for the six months ended 30
June 2010; and

(i) BE Rk HAESNERBENER 2 AKEE
E-FETNFT_A=+—HLFEZ
FREZ(ZETNFFREZ]) 2%
BEENEM

(ii) *ﬁéﬂl\%@%(ﬁﬂiz_??ﬂﬁﬁi’i%@
BRZHBE UWREBE_ZTAF
+_H_+ AILFERERS 2 IZE
¥R

(i) FTINEZEEI S = —
2B EMWRE

TERHER

(v) BEEBE—FTAFT_A=1T—HLt
FERBE_Z-TFRA=TAHLR
BAZMERS R



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
2010, 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 50 and 51.

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:

BEEZESH)

EREEE(F)

) BEAEERDERHE  AEAEE
MBS - BEREBEHIERRARE
BBINEEMRR o

E=gNERLBEREE T REHE
RINEZBENLEE R -

BERZE

ISR

KRBT  EERRAREREAE
B BHREZEE BE-ZZT—ZTF+=-A
=+ —HIEFEZHBRRERBESSAD
DEWEH 2 BBMIEIRELER] - HAEDHHER]
Rk AR EmBRAIRASHER 2 BREE
HEMRE

ARBISNEZBEN R R B G EISHZ
PERE F RN BEI R EFE50 %518 -

MR EEE
EXTRRMBREMAMNANBEERS - 1
FEYRFE  EFECEEFLZRBE SRS
REE RN EREIEHIE o

SN 2 B
RERN - BN REMNAR BRSNS 2R LR
KEBEFTENEBAZMEHIIMT

Paid/Payable
Services rendered for the Group EAREEIRMEZ RS ENTRENER
RMB’000
ARETFT
Audit services IR 4,516
Non-audit services (including consulting JEZERTS (BRI EMNERM
service for transfer pricing and agreed-upon BRTS R AR BRI TS E R
procedures for selected financial information AN EE N
of the Group and preliminary announcement EERF)
of results) 300
Total: &t 4,816
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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, 28 February 2011
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Mr. Hong Tianzhu, aged 43, 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 20 years of experience in
the textile industry. Prior to establishing the Group, Mr.
Hong was a vice general manager of &/T 5% fRaE4E
ABRAF (Jinjiang Yifeng Garment Weaving Company
Limited). Mr. Hong is a director and the 100% beneficial
owner of Texhong Group Holdings Limited, and the sole
director of New Green Group Limited, which is 100%
owned by Texhong Group Holdings Limited. 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 373,459,173 and
163,500,000 shares of HK$0.1 each in the Company as
at 31 December 2010 respectively.

Mr. Zhu Yongxiang, aged 44, 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 Fi@%4% T 2Ft (Nantong Textile
Industry College) in 1987. Prior to joining the Group in
1997, Mr. Zhu was an assistant to the general manager
of MBS — 1844 M (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 68,000,000 shares of HK$0.1 each in
the Company as at 31 December 2010 respectively.

Mr. Tang Daoping, aged 45, 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 %/MNEFEEHEAZ (Xuzhou
Radio and TV University) in 1996 majoring in accounting.
Mr. Tang has over 27 years of experience in the textile
industry. He was a workshop manager of MEEB454%
B (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, aged 56, 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 27 years of experience in the textile
industry. Prior to joining the Group in 1998 as a vice
general manager, Mr. Gong had worked in #5500
124758 (Wuxi No. 4 Cotton Textile Factory). Mr. Gong
was promoted and became a director of Texhong Jinhua
in January 2001.

AUE%R%E 435% - AEBEMRITEERE
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Partner Investments Limited £ & & - If #
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H=-+—H ° New Green Group Limited &
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DIRECTORS (Continued)

Independent Non-executive Directors

Ms. Zhu Lanfen, aged 69, studied in FEH 474 T 20
(Huadong Textile Industry School) in textile. Ms. Zhu
has over 42 years of experience in the textile industry.
Ms. Zhu is currently the vice president of the council
of FEIIR%%7T2 & (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, aged 51, obtained his
doctorate degree in textile from Donghua University in
2002. Professor Cheng is currently a professor of &=
EREBLGE TIZR (Department of Textile Engineering,
Donghua University) and he is also the #34%mE S
B EREEEEET (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, CTA (HK), FHKIloD, aged 57, was
appointed as independent non-executive Director
of the Company on 21 November 2004. Mr. Ting is
an accountant in public practice and has more than
30 years’ experience in this field. Currently he is the
Managing Partner of Messrs Ting Ho Kwan & Chan,
Certified Public Accountants (Practising). Mr. Ting is a
member of the 9th and 10th Chinese People Political
& Consultative Conference, Fujian. He is now an
independent non-executive director of seven other listed
companies in Hong Kong, namely China SCE Property
Holdings Limited, Computer and Technologies Holdings
Limited, Dongyue Group Limited, JLF Investment
Company 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.
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SENIOR MANAGEMENT

Mr. Sha Tao, aged 45, a vice president of the Group
and responsible for the production and purchase of the
Group’s grey fabric operations. He is also a director and
the chairman of Taizhou Texhong Weaving and Taizhou
Century Texhong. Mr. Sha obtained his bachelor’s
degree in textile from EEHE T ZE (Wuxi Light
Industry University) in 1986. Mr. Sha has over 23 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 F@% —#14kM (Nantong No. 2 Cotton
Textile Factory).

Mr. Hu Zhiping, aged 47, is a vice president of
the Group and responsible for the grey fabric sales
operations of the Group. Mr. Hu graduated from ££§58%
¥ K2 (Wuxi Professional University) in textile in 1984.
Mr. Hu has over 23 years of experience in the textile
industry. He was an vice general manager of #8513 4%
#EABR AT (Wuxi Xieda Weaving Company Limited) prior
to joining the Group in 1998.

Mr. Hui Tsz Wai, aged 37, 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 16 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.
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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, CTA(HK), FHKIoD
Ms. Zhu Lanfen
Professor Cheng Longdi

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

COMPANY SECRETARY
Mr. Hui Tsz Wai

AUTHORISED REPRESENTATIVES
Mr. Hong Tianzhu
Mr. Hui Tsz Wai

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

REGISTERED OFFICE
Cricket Square

Hutchins Drive, P.O. Box 2681
Grand Cayman KY1-1111
Cayman Islands
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PRINCIPAL BANKERS

Standard Chartered Bank

Deutsche Bank AG, Hong Kong Branch
Bank of China (Hong Kong)

Citibank (China) Co., Ltd. Shanghai Branch
HSBC

BNP Paribas

Industrial and Commercial Bank of China
Bank of China

Bank of Communications

China Merchants Bank

Bank of Jiangsu

AUDITOR

PricewaterhouseCoopers

LEGAL ADVISORS ASTO
HONG KONG LAW
Chiu & Partners

PRINCIPAL SHARE REGISTRAR AND

TRANSFER OFFICE

Butterfield Fulcrum Group (Cayman) Limited

Butterfield House, 68 Fort Street
P.O. Box 609, Grand Cayman KY1-1107
Cayman lIslands

HONG KONG BRANCH SHARE REGISTRAR

AND TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited

Shops 1712-1716, 17th Floor
Hopewell Centre

183 Queen’s Road East
Wanchai

Hong Kong

WEBSITE

www.texhong.com

STOCK CODE
2678
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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 2010.

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 37 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 four main geographical areas,
Mainland China, Vietham, Macao and Hong Kong.
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 2010 are set out in the consolidated
statement of comprehensive income on page 56 of this
annual report.

The board recommended the payment of a final dividend
of HK$0.17 per share in respect of the financial year
ended 31 December 2010.

RESERVES

Details of movements in the reserves of the Group and
of the Company during the year ended 31 December
2010 are set out in note 17 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 2010 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 15 to the accompanying
financial statements.
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DISTRIBUTABLE RESERVES

The Company’s distributable reserves as at 31 December
2010 is set out in note 17 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 date of listing of shares of the Company on the Stock
Exchange (“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 2010, 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. Ting Leung Huel, Stephen, Ms.
Zhu Lanfen and Mr. Cheng Longdi will retire from office
by rotation and, being eligible, offer themselves for re-
election at the forthcoming annual general meeting.

DIRECTORS’ SERVICE CONTRACTS

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

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

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

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

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

EMOLUMENTS OF DIRECTORS AND FIVE
HIGHEST PAID DIRECTORS/EMPLOYEES
Details of the emoluments of the Directors on a named
basis during the year under review are set out in note 26
to the accompanying financial statements.

Details of the five highest paid individuals during the year
under review are set out in note 26 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 33 to 35 of this annual report.
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DIRECTORS’ AND CHIEF EXECUTIVES’ BEERTHAZNARDQTHEMHE
INTERESTS AND SHORT POSITIONS IN BrE G > HERG R EEE
THE SHARES, UNDERLYING SHARES AND 2B XA

DEBENTURES OF THE COMPANY OR ANY

ASSOCIATED CORPORATION

At 31 December 2010, the interests and short positions R-Z—Z&E+—-A=+—01 KQAGEES
of each Director and chief executive of the Company  RITHEHN AR MEEBEAE(FERE
in the Shares, underlying shares and debentures of BEHIES7T1ZEBHFLBMEEN([EHFLPE
the Company and its associated corporations (within &Il | ) EEXVER) Z B ~ AR (D M (E#EE S
the meaning of Part XV of the Securities and Futures  #ERIEZEH RIS IENSE3521% » £LERAAR
Ordinance, Chapter 571 of the laws of Hong Kong (the ARTRIETFEFBEZERMAZERIARE @ SR
“SFQ”), as recorded in the register maintained by the & FWREIFE T ARIZEZEITEEALFH
Company under Section 352 of the SFO or as otherwise  1ZXE 7 BII#R F 78 A B A 5 2B A A A 7 B 32
notified to the Company and the Stock Exchange Frru#zi kAT ¢

pursuant to 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 rE@EHEAR interest EERHA Percentage
FRAREEHER R LB AR EEME (Hy7t1) BOL
Mr. Hong Tianzhu the Company Interest of controlled 536,959,173(L) 60.70%
HRMEE PN corporation(s ) (Note 2)
PREHNE SRR (Hi7t2)
the Company Beneficial owner 4,400,000(L) 0.50%
KRAT] EnEAA
Mr. Zhu Yongxiang the Company Interest of controlled 231,500,000(L) 26.17%
RAKFFRE ZA/NS corporation(s) (Note 3)
PREHNE SRR (H7723)
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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 536,959,173 Shares, as to 373,459,173
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 Texhong
Group Holdings 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 231,500,000 Shares, as to 68,000,000
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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# 536,959,173 fi% [I% 17 4 373,459,173 iz LA
New Green Group Limited (New Green
Group Limited 2 # B # 77 J% 48 i Texhong
Group Holdings Limited Bz # A @ R %E
A ERMBEREI00%ER) EERIEAER
B ANE50 ¢ 163,500,0008% bATrade Partner
Investments Limited GE R EEE =R H
2EE BRI H51.36% ) B E R IERE
BHEAAER BEZHERBEED - £X
MW A New Green Group Limited &
Trade Partner Investments Limited# 5 2 FfT
BRI ARER

% 231,500,000 fi% A% {5 1 68,000,000 A% LA
Wisdom Grace Investments Limited ( & 2
HBEHITRABRKFLCEERER)EE
RIERE=HA AFR ¢ 163,500,000 A% bA
Trade Partner Investments Limited ( 2k 5k £
EEBDREEEIEHITRMNAI41.36%E
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Grace Investments Limited X2 Trade Partner
Investments Limited 5 & 2 BT & I& (7 15 B #
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SUBSTANTIAL SHAREHOLDERS’ FERREAQATRM - HERSG
INTERESTS AND SHORT POSITIONS IN REEZEZERZNRE

SHARES AND UNDERLYING SHARES AND

DEBENTURES OF THE COMPANY

So far as the Directors are aware, as at 31 December FEZEMRMNE N-_ZE—ZFF+_A=+—
2010, the interests or short position of the persons other B » RAR R BRI S (EHEE T A
than a Director or chief executive of the Company in  RIFESH MG IEHI E336 1540 83N A A FA
the Shares or underlying shares or debenture of the FHFEZZELMAZERIARHATER
Company which were recorded in the register required to A& 2 EHSHTHAFKBIN T
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be kept by the Company pursuant to Section 336 of the

SFO were as follows:

Ordinary Shares of the Company: RRAF 2 EBR
Number of
ordinary
Name of the Nature of shares
substantial shareholder interests (Note 1) Percentage
TERRHSE BB EEME EERHE Batt
(Btat1)
New Green Group Limited Beneficial owner 373,459,173(L) 42.21%
EmEB A (Note 2)
(Hrzt2)
Trade Partner Investments Limited Beneficial owner 163,500,000(L) 18.48%
EnBEAA (Note 3)
(H1#3)
Wisdom Grace Investments Limited Beneficial owner 68,000,000(L) 7.69%
BEnEEA (Note 4)
(Kizt4)
Texhong Group Holdings Limited Interest of controlled 373,459,173(L) 42.21%
corporation(s) (Note 2)
PREEGRDE A B (Hft2)
Ms. KE Luping Interest of spouse 541,359,173(L) 61.19%
A2+ iRt (Note 5)
(Hf&ts)
Ms. ZHAO Zhiyang Interest of spouse 231,500,000(L) 26.17%
WEH KL fe (S s (Note 6) >
(Hy:t6) £
>
Lianjie (China) Investments Limited Beneficial owner 45,016,000(L) 5.09% ;
EnEAA (Note 7) m
(H:t7) o
3
Hui Ching Lau Interest of controlled 45,016,000(L) 5.09% §
B corporation(s) (Note 7) =
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SUBSTANTIAL SHAREHOLDERS’ FERREADFRS - HERKRHD
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SHARES AND UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY (Continued)

Notes:

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

2.  These 373,459,173 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 Texhong Group Holdings Limited, a company 100%
beneficially owned by Mr. Hong Tianzhu. Under the SFO,
each of Texhong Group Holdings 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 68,000,000 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.

7. These 45,016,000 Shares are registered in the name of
and beneficially owned by Lianjie (China) Investments
Limited, the entire issued share capital of which is
beneficially owned by Hui Ching Lau. Under the SFO,
each of Lianjie (China) Investments Limited and Hui Ching
Lau is deemed to be interested in all the Shares held by
Lianjie (China) Investments Limited.
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2 373,459,173 Ix I {7 LA New Green Group
Limited (New Green Group Limited % &6 2 2%
77 B% 7~ 8 Texhong Group Holdings Limited
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HEiEE %0 - Texhong Group Holdings Limited
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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 2010 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 21.1%
— five largest suppliers combined 36.2%
Sales
— the largest customer 3.2%
— five largest customers combined 11.2%

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 35 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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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
2010.

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
2010.

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.
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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, 28 February 2011
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PRICEWATERHOUSE(COPERS

BORKEGTMERH

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 52 to 143, which comprise the consolidated and
company balance sheets as at 31 December 2010, and
the consolidated income statement, 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

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

AUDITOR’S RESPONSIBILITY

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

We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute
of Certified Public Accountants. Those standards require
that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free
from material misstatement.

PricewaterhouseCoopers
22/F, Prince’s Building
Central, Hong Kong
Telephone (852) 2289 8888
Facsimile (852) 2810 9888
www.pwchk.com
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An audit involves performing procedures to obtain
audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures
selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of
the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the entity’s
preparation of consolidated financial statements that give
a true and fair view in order to design audit procedures
that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates
made by the directors, as well as evaluating the overall
presentation of the consolidated financial statements.

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

OPINION

In our opinion, the consolidated financial statements
give a true and fair view of the state of affairs of the
Company and of the Group as at 31 December 2010,
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, 28 February 2011
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As at 31 December 2010 (All amounts in RMB)
RZZ—ZF+-A=+—H0 (FELERARBHE)

As at 31 December

o
o
]
|
E
]
&
®
(2]
(©)
4
n
(©)
=
>
=
m
O
o
s
4
()
m
n
I
m
m
-
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2010 2009
—E-EF —ZTTNF
Note RMB’000 RMB’000
iz ARHMFIT AR¥TFr
ASSETS BE
Non-current assets RBEE
Land use rights b R 6 151,075 154,483
Property, plant and equipment W - BB MR 7 1,798,930 1,435,545
Investment in an associate REE AR E 9 43,560 34,858
Deferred income tax assets FEFTSTHEE 20 24,430 2,601
2,017,995 1,627,487
Current assets RBEE
Inventories FE 11 1,386,851 714,655
Trade and bills receivables EUWE 5 Kk EIEFKIA 12 404,319 435,465
Prepayments, deposits and FENRIE - BE R
other receivables H A e K BR R 13 495,378 112,193
Pledged bank deposits BRIFIRITIER 14 35,231 15,899
Cash and cash equivalents ReMREEEY 14 569,466 392,003
2,891,245 1,670,215
Total assets HWEE 4,909,240 3,297,702
EQUITY AND LIABILITIES REREZKES
Equity attributable to owners of &2 G#HA ABLERE
the parent L
Ordinary shares LB 15 94,064 94,064
Share premium &1 B 15 189,218 189,218
Other reserves EhEE 17 419,299 340,496
Retained earnings REB &
— Proposed final dividend — RS 32 127,054 58,369
— Others —HA 1,379,464 804,518
2,209,099 1,486,665
Non-controlling interests FEEFItERE S 76 -
Total equity AR AR 2,209,175 1,486,665
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As at 31 December 2010 (All amounts in RMB)
RZT—ZF+ZA=+—H (FIELBEUAREE)

As at 31 December
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2010 2009
—g-8%F  —FEASF
Note RMB’000 RMB’000
KiaE AR¥FIT AREFT
LIABILITIES =L
Non-current liabilities kRBEE
Borrowings B 18 629,806 276,585
Deferred income tax liabilities FEFSHEE 20 49,275 24,137
679,081 300,722
Current liabilities FREBaE
Trade and bills payables FERTE 5 R EEKIE 21 859,402 510,602
Accruals and other payables TEtR B A R H A FE (S
BRI 22 476,533 282,741
Current income tax liabilities EHMSHEE 41,668 8,798
Borrowings 7E 18 609,912 707,869
Derivative financial instruments TESmIT A 19 33,469 305
2,020,984 1,510,315
Total liabilities weE 2,700,065 1,811,037
Total equity and liabilities HRREEREE 4,909,240 3,297,702
Net current assets RBEERE 870,261 159,900
Total assets less current HEERABAR
liabilities 2,888,256 1,787,387

The notes on pages 60 to 143 are an integral part of  F60Z1438 2 Wt AULEIHHHRE 2 —E05 °
these financial statements.

The financial statements on pages 52 to 143 were F52F 1438 2P EREEN T ——F—A
approved by the Board of Directors on 28 February 2011 —+/\REEESHE - TH NIESRERS

and were signed on its behalf. e
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As at 31 December 2010 (All amounts in RMB)
RZZ—ZF+-A=+—H0 (FELERARBHE)

As at 31 December
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2010 2009
—EB-FF —ZETNEF
Note RMB’000 RMB’000
Htat ARMETIT AREFT
ASSETS BE
Non-current assets ERBEE
Property, plant and equipment Y BB K& 7 121 173
Investments in subsidiaries RETEB R AR E 8 774,958 623,967
775,079 624,140
Current assets RENEE
Prepayments, deposits and TESFRIR - RE Rk
other receivables H A fE AR R 13 5 5
Due from subsidiaries FEUR BT A RIZRIE 8 714,362 643,663
Cash and cash equivalents ReMREEEY 14 3,457 1,087
717,824 644,755
Total assets BEE 1,492,903 1,268,895
EQUITY AND LIABILITIES BRERKARE
Equity attributable to owners &2 F#HA AL
of the parent RRER
Ordinary shares LB 15 94,064 94,064
Share premium B A7 (B 15 189,218 189,218
Other reserves Hb{#E R 17 172,319 172,319
Retained earnings REB &
— Proposed final dividend —EEARHIRE 32 127,054 58,369
_ Others —HAth 6,921 (30.283)
Total equity AR 589,576 483,687
LIABILITIES =l
Non-current liabilities FEREARE
Borrowings BE 18 379,150 170,705
Current liabilities RENBE
Accruals and other payables ?E?E;Ef’ﬁﬁ T E A FE (S
22 148,393 85,005
Due to subsidiaries F‘Eﬁf‘ﬁ% AIFIA 8 305,122 266,521
Borrowings BE 18 70,421 262,672
= Derivative financial instruments {744 & T A 19 241 305
x
z 524,177 614,503
=z
:'_".n Total liabilities FEN=F 903,327 785,208
x
2 Total equity and liabilities BRREZREE 1,492,903 1,268,895
m
% Net current assets RENEEFE 193,647 30,252
=
o Total assets less current REERRBAE
= liabilities 968,726 654,392
=5
m
° The notes on pages 60 to 143 are an integral part of %602 1438 2 izt AUt &2 — &5
g these financial statements.
&
% The financial statements on pages 52 to 143 were #52F143B 7B HMKENR T ——F_H
approved by the Board of Directors on 28 February 2011 —+t/\BEEEGHE - WH TIEFRE
= and were signed on its behalf. ®E
>
= Hong Tianzhu Zhu Yongxiang AR RIKFE
54 Director Director EZE EZE



For the year ended 31 December 2010 (All amounts in RMB)
BE_ZT-ZF+_A=+—HLFE (FAESEAARKE)

Year ended 31 December
BE+-A=1+—HLEE

2010 2009
—E-ZF —ETNF
Note RMB’000 RMB’000
izt AR¥FT AREFT
Revenue WA 5,471,598 4,088,436
Cost of sales SER A 24 (4,162,989) (3,487,176)
Gross profit EF 1,308,609 601,260
Selling and distribution costs HE KD HERAX 24 (128,930) (114,242)
General and administrative — M RATH X
expenses 24 (204,867) (143,891)
Other income EH A 23 49,517 20,670
Other losses — net HihEE— F58 23 (39,292) (1,101)
Operating profit R 985,037 362,696
Finance income BTEIA 27 2,792 3,985
Finance costs B E 27 (46,358) (49,136)
Finance costs — net BB R— 55 27 (43,566) (45,151)
Share of profit of an associate paK[uy: kNGl 9 8,702 286
Profit before income tax BRAT BB ADER 950,173 317,831
Income tax expense FriSif sz 29 (109,039) (32,266)
Profit for the year FRER 841,134 285,565
Profit attributable to: AT & 7 BEfR R
Owners of the parent SRARIER A 841,225 285,565
Non-controlling interests FEFR GRS (91) -
841,134 285,565
Earnings per share attributable FRZEQFREZTEA
to equity holders of the EiEEREF
Company during the year (AERARE
(expressed in RMB per share) RN)
Basic earnings per share BRERZF] 31 0.95 0.32
Diluted earnings per share BREEER T 31 0.95 0.32
Dividends BE 32 211,992 85,651

The notes on pages 60 to 143 are an integral part of $60Z=1438 2 MiizE B4R A ML 2 —2F
these consolidated financial statements. o
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For the year ended 31 December 2010  (All amounts in RMB)

v
e HE-ZTZTFT-_A=1+—RHILFE (FESEUAARKEE)
2
[i:1
L
2
x*
(9]
(o)
P4
(7 Year ended 31 December
Q BEt=A=t+—ALEE
O 2010 2009
2 L Y —EThe
g Note RMB’000 RMB’000
» Htat ARMETIT AREFT
>
— Profit for the year B RIEF 841,134 285,565
2 Other comprehensive income: Hfh 2@z :
E Revaluation of buildings BFEH
= — gross — 458 17 32,181 =
(o) — deferred income tax —IBEFTE R 17 (7,665) -
=
(9]
o) Other comprehensive income  FRHM2E K
% for the year 24,516 -
X0
E Total comprehensive income  FRZ2MENFELEE
E for the year 865,650 285,565
(72}
= Attributable to: LT & FELS
= Equity holders of the Company ViN/NETL T 2SN 865,741 285,565
) Non-controlling interests FEFESI A2 (91) -
(o)
ﬁ 865,650 285,565

The notes on pages 60 to 143 are an integral part of F60E1438 MiEAIG A B ERE 2 —3F
these consolidated financial statements. 7 e
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For the year ended 31 December 2010 (All amounts in RMB)
BE_ZT-ZF+-_A=+—HLFE (FELEAARKHE)

Attributable to owners of the parent
BAREEAES

Non-
Share  Share Other Retained controlling Total
capital premium reserves earnings Total interests  equity
FEHME  BRR
BE  RYEE HiwE REEH @t i i
Note  RMB000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB000
Wit ANEETT ARETFT AREFT AEETT ARETT AREFT ARKTT

Balance at 1 January 2009 R=ZEhF—A—H
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ket 94,064 189,218 321,216 623,884 1,228,382 - 1,228,382

Comprehensive income  2E Kz
Profit for the year FREH - - - 285565 285,565 - 285565
Other comprehensive ~ Eti2E Kz

income
Transfer from revaluation ~EEREEEETRE

reserve to retained gl

earnings

— gross —E5 17 - - (2662) 2662 - - -

- deferred income tax ~ —EIEFEH 17 - - 787 (787) - - -
Total comprehensive ~ Z2EWHEAE

income - - (1,875) 287,440 285,565 - 285,565
Transactions with owners ERERBAZXS
Dividend relatingt02000 £E-ZTA%E7RE 32 - - - (1282 (21.282) - (21.282)
Transfer to statutory BREETERHE

reserves 17 - - 21,155  (21,155) - - -
Total transactions with ~EREREAZRS

owners ug - - 21155 (48437) (27.282) - (21.282)
Balance at 31 December R=ZBAE+=F

2009 =t-RMES 94,064 189,218 340,496 862,887 1,486,665 - 1,486,665

0102 LYOd3d TVNNNY

The notes on pages 60 to 143 are an integral part of 5601438 2 fiit AUt & B EHE 2 — 5
these consolidated financial statements. e
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For the year ended 31 December 2010  (All amounts in RMB)
BE_ZT-ZF+_A=+—HLFE (FASEAARKE)

Attributable to owners of the parent

BAREEAEL
Non-
Share  Share Other Retained controlling Total
capital premium reserves earnings Total interests  equity
FEHME  BRR

Rx  ROGEE HAtRE REEN At i i
Note  RMB000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB000
Wit  AEETT ARETT ABETT ARETT ARETT ARETT ARETT

Balance at 1 January 2010 R=5—-25—-A—H
Hites 94,064 189,218 340,496 862,887 1,486,665 - 1,486,665

Comprehensive income  2E Kz
Profit for the year ERA] - -

841,225 841,225 (91) 841,134

Other comprehensive ~ Efi2E K
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income
Surplus on revaluation of  BfEET 2 B

buildings

- gross - 17 - - 32181 - 32181 - 32181

- deferred income tax ~ —EIEATER 17 - - (7,665) - (7665) - (7,665)
Transfer from revaluation B EfFEERZRE

reserve to retained ekl

earnings

- gross 8% 17 - - (2660) 2,660 - - -

- deferred incometax ~ —ERLFTER 17 - - 789 (789) - - -
Total comprehensive ~ 2HERHEAE

income - - 22,645 1,871 24,516 - 24516
Transactions with owners ERERFAZRS
Capital injection A - - - - - 167 167
Dividend relatingto 2000 5B-ZTAF2HE 32 - - - (58369) (58,369) - (58,369)
Dividend relatingt0 2010  BE-Z-T&7R8 32 - - - (34938) (84,939) - (84,938)
Transfer to statutory BRDITRE

reserves 17 - - 56,158  (56,158) - - -
Total transactions with ~ EREHFAZRZ

owners i - _ 56158 (199.465) (143307) 167 (143.40)
Balance at 31 December R=E—-F£+=F

2010 =t-HMEs 94,064 189,218 419,299 1,506,518 2,209,099 76 2,209,175

The notes on pages 60 to 143 are an integral part of  £60%E 1438 2 Mizt Rltér & MRz 2 —3
these consolidated financial statements. @ e
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For the year ended 31 December 2010 (All amounts in RMB)
BE_ZT-ZF+-_A=+—HLFE (FELEAARKHE)

Year ended 31 December
BE+-A=1+—HLEE
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2010 2009
—E-ZF —TTNEF
Note RMB’000 RMB’000
Htat AR¥FT AREFT
Cash flows from operating REKETHNRS
activities E
Cash generated from operations &K&fELZES 33 547,876 389,314
Interest received BUF B 2,792 3,985
Income tax paid B FTiSH: (80,525) (25,268)
Net cash generated from operating & & EE) TSR &5 58
activities 470,143 368,031
Cash flows from investing REREZHNRS
activities E
Purchases of property, plantand B E¥% - FiE MR
equipment (349,094) (88,408)
Proceeds from sale of property,  H&E%% « FiE K&
plant and equipment Fr{S5/1R 33 8,980 2,568
Purchase of land use rights BE i A - (40,546)
Net cash used in investing activitiesi& & & ShFT#EI8 £ %58 (340,114) (126,386)
Cash flows from financing RERMEIBNERS
activities RE
Proceeds from capital injection FEFE I E B TS
from non-controlling interest FIE 167 -
Proceeds from borrowings EEASHE 1,126,219 796,104
Repayments of borrowings BEEE (846,990) (887,048)
Dividends paid to the Company’s AR FIRREIRNA 2
Shareholders fz 8 (143,307) (27,282)
Interest paid BEAFE (69,323) (50,099)
(Increase)/decrease in pledged B 3EIMRITIER
bank deposits (gm) md (19,332) 5,671
Net cash generated from/(used in) B&EBNFTE,
financing activities (FrfE) WEF8 47,434 (162,654)
Net increase in cash and ReRBESESEYEM
cash equivalents BEE 177,463 78,991 >
4
Cash and cash equivalents FUzReRRE g
at beginning of year (Y 14 392,003 313,012 =
Pl
m
Cash and cash equivalents FRZEESRRS o
at end of the year ZEY 14 569,466 392,003 2
S
=
[l
A
The notes on pages 60 to 143 are an integral part of F60=1438 2 HiE AR AP ERE 2 —3F Ja
these consolidated financial statements. 7 e B
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For the year ended 31 December 2010  (All amounts in RMB)
BE_Z-ZF+_A=+—HLFE (FASEAARKE)

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

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

These consolidated financial statements are
presented in Chinese Renminbi (“RMB”), unless
otherwise stated. These consolidated financial
statements have been approved for issue by the
Board of Directors on 28 February 2011.

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.

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.

RUHBEBERRB([ARE]) REH
MERR(SEIAEE]) TEXHE RS
ERHEYR - B REE o

ARRBIR_ZEZWNFLA+HER
ERERERERS R TVEFMK LA
—HEREERAR - ExfifER 2
b 1k & Cricket Square, Hutchins Drive,
P.O. Box 2681, Grand Cayman, KY1-
1111 » Cayman Islands °

BR_ZZWHET_ANBR  ARF
BOECKEBEMARIMERAA
(TBEERRT D ERET

BRIERBIER  ASRAMBRRIAS
BARBTARKDEZY - EFEN=
E——F AT\ BHATIEZER
BMB®RE -

REZEHEAMBREARANTIEZES
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For the year ended 31 December 2010 (All amounts in RMB)
BE_ZT-ZF+-_A=+—HLFE (FELEAARKHE)

Changes in accounting policy and

disclosures

(a) New and amended standards adopted by
the group
The following new standards and
amendments to standards are mandatory
for the first time for the financial year
beginning 1 January 2010.

. HKFRS 3 (revised), ‘Business
combinations’, and consequential
amendments to HKAS 27,
‘Consolidated and separate
financial statements’, HKAS
28, ‘Investments in associates’,
and HKAS 31, ‘Interests in joint
ventures’, are effective prospectively
to business combinations for which
the acquisition date is on or after
the beginning of the first annual
reporting period beginning on or after
1 July 2009. The amendment has
no significant impact on the Group’s
consolidated financial statement, as
there is no business combinations
during the year.

. HKAS 27 (revised) requires the
effects of all transactions with non-
controlling interests to be recorded
in equity if there is no change in
control and these transactions will no
longer result in goodwill or gains and
losses. The standard also specifies
the accounting when control is lost.
Any remaining interest in the entity
is re-measured to fair value, and a
gain or loss is recognised in profit
or loss. HKAS 27 (revised) has had
no impact on the current period, as
none of the non-controlling interests
have a deficit balance; there have
been no transactions whereby an
interest in an entity is retained after
the loss of control of that entity, and
there have been no transactions with
non-controlling interests.
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For the year ended 31 December 2010  (All amounts in RMB)
BE_ZT-ZF+_A=+—HLFE (FASEAARKE)

Changes in accounting policy and S BRBERBE(E)
disclosures (Continued)
(a) New and amended standards adopted by (a) AEEE A 35T RASISET

BECHEBEFEHETEY a3LINIT dNOYD ITILX3L ONOHXIL
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the group (Continued)

HKAS 17 (amendment), ‘Leases’,
deletes specific guidance regarding
classification of leases of land, so
as to eliminate inconsistency with
the general guidance on lease
classification. As a result, leases of
land should be classified as either
finance or operating lease using
the general principles of HKAS 17,
i.e. whether the lease transfers
substantially all the risks and
rewards incidental to ownership of
an asset to the lessee. Prior to the
amendment, land interest which
title is not expected to pass to the
Group by the end of the lease term
was classified as operating lease
under “Leasehold land and land use
rights”, and amortised over the lease
term. The adoption of the revised
standard does not have any impact
on the Group’s consolidated financial
statement as the group has no lease
of land which is qualified for finance
lease.

(b) New and amended standards, and

interpretations mandatory for the first

time for the financial year beginning 1

January 2010 but not currently relevant

to the group (although they may affect

the accounting for future transactions and
events)

. HK(IFRIC) 17, ‘Distribution of non-
cash assets to owners’ (effective
on or after 1 July 2009). The
interpretation was published in
November 2008. This interpretation
provides guidance on accounting
for arrangements whereby an entity
distributes non-cash assets to
shareholders either as a distribution
of reserves or as dividends. HKFRS
5 has also been amended to require
that assets are classified as held
for distribution only when they are
available for distribution in their
present condition and the distribution
is highly probable.
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For the year ended 31 December 2010

(All amounts in RMB)

BE_Z-ZHF+_A=t—RALEFE FAELFAAREE)

Changes in accounting policy and

disclosures (Continued)

(b) New and amended standards, and
interpretations mandatory for the first
time for the financial year beginning 1
January 2010 but not currently relevant
to the group (although they may affect
the accounting for future transactions and
events) (Continued)

HK(IFRIC) 18, ‘Transfers of assets
from customers’, effective for
transfer of assets received on or
after 1 July 2009. This interpretation
clarifies the requirements of IFRSs
for agreements in which an entity
receives from a customer an item of
property, plant and equipment that
the entity must then use either to
connect the customer to a network
or to provide the customer with
ongoing access to a supply of goods
or services (such as a supply of
electricity, gas or water). In some
cases, the entity receives cash from
a customer that must be used only
to acquire or construct the item of
property, plant, and equipment in
order to connect the customer to a
network or provide the customer with
ongoing access to a supply of goods
or services (or to do both).

HK(IFRIC) 9, ‘Reassessment of
embedded derivatives and HKAS 39,
Financial instruments: Recognition
and measurement’, effective 1 July
2009. This amendment to HK(IFRIC)
9 requires an entity to assess
whether an embedded derivative
should be separated from a host
contract when the entity reclassifies
a hybrid financial asset out of the ‘fair
value through profit or loss’ category.
This assessment is to be made
based on circumstances that existed
on the later of the date the entity first
became a party to the contract and
the date of any contract amendments
that significantly change the cash
flows of the contract. If the entity is
unable to make this assessment,
the hybrid instrument must remains
classified as at fair value through
profit or loss in its entirety.
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For the year ended 31 December 2010  (All amounts in RMB)
BE_Z-ZF+_A=+—HLFE (FASEAARKE)

Changes in accounting policy and BT BREERBE(E)
disclosures (Continued)
(b) New and amended standards, and (b) R-ZFE—FF—H—HRFIEZ

BECHEBEFEHETEY a3LINIT dNOYD ITILX3L ONOHXIL
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interpretations mandatory for the first

time for the financial year beginning 1

January 2010 but not currently relevant

to the group (although they may affect

the accounting for future transactions and
events) (Continued)

. HK(IFRIC) 16, Hedges of a net
investment in a foreign operation’
effective 1 July 2009. This
amendment states that, in a hedge
of a net investment in a foreign
operation, qualifying hedging
instruments may be held by any
entity or entities within the group,
including the foreign operation
itself, as long as the designation,
documentation and effectiveness
requirements of HKAS 39 that
relate to a net investment hedge
are satisfied. In particular, the
group should clearly document its
hedging strategy because of the
possibility of different designations
at different levels of the group.
HKAS 38 (amendment), ‘Intangible
assets’, effective 1 January 2010.
The amendment clarifies guidance
in measuring the fair value of an
intangible asset acquired in a
business combination and permits
the grouping of intangible assets
as a single asset if each asset has
similar useful economic lives.

. HKAS 1 (amendment), ‘Presentation
of financial statements’. The
amendment clarifies that the
potential settlement of a liability by
the issue of equity is not relevant to
its classification as current or non
current. By amending the definition
of current liability, the amendment
permits a liability to be classified
as non-current (provided that the
entity has an unconditional right
to defer settlement by transfer of
cash or other assets for at least
12 months after the accounting
period) notwithstanding the fact that
the entity could be required by the
counterparty to settle in shares at
any time.
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For the year ended 31 December 2010 (All amounts in RMB)
BE_ZT-ZF+_A=+—HLFE (FELEAARKHE)

Changes in accounting policy and Bt RREEREE(E)

disclosures (Continued)

(b) New and amended standards, and (b) R-F—FF—H—HFIEZ
interpretations mandatory for the first BT B 2 B0 9% HIFRAN1E B AT
time for the financial year beginning 1 1N B ARG 2 3 AT RACIEET
January 2010 but not currently relevant BRI R 2 (FEREA 5

to the group (although they may affect FEABKBRFE 25T
the accounting for future transactions and JE) ()

events) (Continued)

+  HKAS 36 (amendment), ‘Impairment - BEGFTERIFEI6H (B
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ZFE-HA—BEX - It
EETER T 3B E R &
BE BESERZ&EX
R EL B (REMA
B BABEMERE

of assets’, effective 1 January 2010.
The amendment clarifies that the
largest cash-generating unit (or
group of units) to which goodwill
should be allocated for the purposes
of impairment testing is an operating

segment, as defined by paragraph 5 HERIFEBIRLEENIEE
of HKFRS 8, ‘Operating segments’ SBRERZLE DA

ERERUKESE 2
AN °

(that is, before the aggregation of
segments with similar economic
characteristics).

+  HKFRS 2 (amendments), ‘Group . BEBMBWMEERFE25R
cash-settled share-based payment (BT ) S B AR A
transactions’, effective form 1 ERRURSHEE 22X
January 2010. In addition to SIE=E—FTF—H—
incorporating HK(IFRIC) 8, ‘Scope HEEER - BRIRATE
of HKFRS 2’, and HK(IFRIC) 11, (BRI BmERELZE
‘HKFRS 2 — Group and treasury ) E85E[ BB KRS
share transactions’, the amendments LERFE2H 2 BB R A
expand on the guidance in HK(IFRIC) B (BRI BHRE2ER
11 to address the classification of B8€) BRI EEHHE
group arrangements that were not WEAERIFE25E — B &
covered by that interpretation. BHRNRZS 19N %%
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+  HKFRS 5 (amendment), ‘Non- . BENBWmEERESR
current assets held for sale and (EETA) [ FHEHEIENR
discontinued operations’. The BEERBRIEER] -
amendment clarificaties that HKFRS BT BB MR
5 specifies the disclosures required EAERFE 55 AR IET
in respect of non-current assets (or PEEHEEARR)H
disposal groups) classified as held BARFEHEXERIL
for sale or discontinued operations. EBREZHEEE  NE
It also clarifies that the general TEERBEENE R
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requirement of HKAS 1 still apply, in
particular paragraph 15 (to achieve a
fair presentation) and paragraph 125
(sources of estimation uncertainty) of
HKAS 1.
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For the year ended 31 December 2010  (All amounts in RMB)
BE_Z-ZF+_A=+—HLFE (FASEAARKE)

2. SUMMARY OF SIGNIFICANT 2. EEEHBEREE#)
ACCOUNTING POLICIES (Continued)
2.1 Basis of preparation (Continued) 21 wRBEEE)
Changes in accounting policy and BN BREEREE(E)
disclosures (Continued)
(c) New standards, amendments and (c) EEMER-FE-—FF—H—
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interpretations have been issued but
are not effective for the financial year
beginning 1 January 2010 and have not
been early adopted.

The group’s and parent company’s
assessment of the impact of these new
standards and interpretations is set out
below.

. HKFRS 9, ‘Financial instruments’,
issued in November 2009. This
standard is the first step in the
process to replace HKAS 39,
‘Financial instruments: recognition
and measurement’. HKFRS 9
introduces new requirements for
classifying and measuring financial
assets and is likely to affect the
Group’s accounting for its financial
assets. The Group will adopt HKFRS
9 starting from 1 January 2013.

. Revised HKAS 24 (revised),
‘Related party disclosures’, issued
in November 2009. It supersedes
HKAS 24, ‘Related party disclosures’,
issued in 2003. HKAS 24 (revised)
is mandatory for periods beginning
on or after 1 January 2011. Earlier
application, in whole or in part, is
permitted. The Group will apply the
revised standard from 1 January
2011.
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For the year ended 31 December 2010 (All amounts in RMB)
BE_ZT-ZF+-_A=+—HLFE (FELEAARKHE)

Changes in accounting policy and

disclosures (Continued)

(c) New standards, amendments and
interpretations have been issued but
are not effective for the financial year
beginning 1 January 2010 and have not
been early adopted. (Continued)

‘Classification of rights issues’
(amendment to HKAS 32), issued
in October 2009. The amendment
applies to annual periods beginning
on or after 1 February 2010.
Earlier application is permitted.
The amendment addresses the
accounting for rights issues that are
denominated in a currency other
than the functional currency of the
issuer. Provided certain conditions
are met, such rights issues are now
classified as equity regardless of the
currency in which the exercise price
is denominated. Previously, these
issues had to be accounted for as
derivative liabilities. The amendment
applies retrospectively in accordance
with HKAS 8 ‘Accounting policies,
changes in accounting estimates
and errors’. The Group will apply the
amended standard from 1 January
2011.

HK (IFRIC) — Int 19, ‘Extinguishing
financial liabilities with equity
instruments’, effective 1 July 2010.
The interpretation clarifies the
accounting by an entity when the
terms of a financial liability are
renegotiated and result in the entity
issuing equity instruments to a
creditor of the entity to extinguish all
or part of the financial liability (debt
for equity swap). It requires a gain or
loss to be recognised in profit or loss,
which is measured as the difference
between the carrying amount of
the financial liability and the fair
value of the equity instruments
issued. If the fair value of the equity
instruments issued cannot be reliably
measured, the equity instruments
should be measured to reflect the
fair value of the financial liability
extinguished. The Group will apply
the interpretation from 1 January
2011. It is not expected to have any
impact on the Group or the parent
entity’s financial statements.
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For the year ended 31 December 2010  (All amounts in RMB)
BE_Z-ZF+_A=+—HLFE (FASEAARKE)

Changes in accounting policy and BRBRBERKE(E)
disclosures (Continued)

(c) New standards, amendments and (c) EBMER-—F—FF—H—

BECHEBEFEHETEY a3LINIT dNOYD ITILX3L ONOHXIL
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interpretations have been issued but

are not effective for the financial year

beginning 1 January 2010 and have not
been early adopted. (Continued)

. Prepayments of a minimum funding
requirement’ (amendments to HK
(IFRIC) — Int 14). The amendments
correct an unintended consequence
of HK (IFRIC) — Int 14, ‘HKAS 19 —
The limit on a defined benefit asset,
minimum funding requirements
and their interaction’. Without
the amendments, entities are not
permitted to recognise as an asset
some voluntary prepayments for
minimum funding contributions.
This was not intended when HK
(IFRIC) — Int 14 was issued, and
the amendments correct this. The
amendments are effective for annual
periods beginning 1 January 2011.
Earlier application is permitted. The
amendments should be applied
retrospectively to the earliest
comparative period presented. The
Group will apply these amendments
for the financial reporting period
commencing on 1 January 2011.

(a) Subsidiaries

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

H 15 < F B F B i AR 34 A
WARIEPIRAZFER ~ 55T
RifE - (/)

- [ REBESERZBMNR
B (HEE (BRI R
TREREY) RES
1458 2 1EFT) ° ZIER]
FETEB(ERMBR
TREREY) —2ES
1458 BE ST ER S
1957 — REBANEER
B REESEREE
HEERR IR IFERER
AZER - ERBUE
EFTHERT BB
ARxEES MRz A
8 M B A SRIR RERR AR AR
BE - £H B (BERME
BEREBELZES) 28
F14RBEME - REIF
i - ZEFTE B
HELE - WEEFTE =
T——%—F— B
ZFEEHBER - BFF
REEM - WFEERA
EBPEARAE5 2 &
FLHLBRHHE - AEES
B-_F——%—H—H
R g6 2 B 7 s 5 HA ) e
FLLEFERT -

(a) K@ n]

B8~ I FE AN SR (B P S LB 7
MG E BRI TIEEHIRE - 1251
BIYBREENER(BRERE
KREMNER) - £ EAEHE
ERERHS—ERE  BEE
B AR 1TE 5k B Al A SR ey &
ERERREFEREZE
MEBARBZEHEERTAS
EEREEELGA AR IH
ZHEAL -E B ILAR S
BE o



For the year ended 31 December 2010 (All amounts in RMB)
BE_ZT-ZF+-_A=+—HLFE (FELEAARKHE)

(a) Subsidiaries (Continued)

The Group uses the acquisition method
of accounting to account for business
combinations. The consideration
transferred for the acquisition of a
subsidiary is the fair values of the assets
transferred, the liabilities incurred and the
equity interests issued by the Group. The
consideration transferred includes the fair
value of any asset or liability resulting from
a contingent consideration arrangement.
Acquisition-related costs are expensed
as incurred. Identifiable assets acquired
and liabilities and contingent liabilities
assumed in a business combination are
measured initially at their fair values at
the acquisition date. On an acquisition-by-
acquisition basis, the Group recognises
any non-controlling interest in the
acquiree either at fair value or at the non-
controlling interest’s proportionate share
of the acquiree’s net assets.

Accounting policies of subsidiaries have
been changed where necessary to ensure
consistency with the policies adopted by
the Group.

Investments in subsidiaries are
accounted for at cost less impairment.
Cost is adjusted to reflect changes in
consideration arising from contingent
consideration amendments. Cost also
includes direct attributable costs of
investment. The results of subsidiaries
are accounted for by the Company on the
basis of dividend and receivable.

The excess of the consideration
transferred, the amount of any non-
controlling interest in the acquiree and the
acquisition-date fair value of any previous
equity interest in the acquiree over the
fair value of the identifiable net assets
acquired is recorded as goodwill. If this is
less than the fair value of the net assets
of the subsidiary acquired in the case
of a bargain purchase, the difference is
recognised directly in the statement of
comprehensive income.
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For the year ended 31 December 2010  (All amounts in RMB)
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(a) Subsidiaries (Continued) (a) HiERE](#)
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Inter-company transactions, balances
and unrealised gains on transactions
between group companies are eliminated.
Unrealised losses are also eliminated.
Accounting policies of subsidiaries have
been changed where necessary to ensure
consistency with the policies adopted by
the Group.

Transactions with non-controlling interests
The Group treats transactions with non-
controlling interests as transactions
with equity owners of the Group. For
purchases from non-controlling interests,
the difference between any consideration
paid and the relevant share acquired of
the carrying value of net assets of the
subsidiary is recorded in equity. Gains
or losses on disposals to non-controlling
interests are also recorded in equity.

When the Group ceases to have control
or significant influence, any retained
interest in the entity is remeasured to its
fair value, with the change in carrying
amount recognised in profit or loss. The
fair value is the initial carrying amount for
the purposes of subsequently accounting
for the retained interest as an associate,
joint venture or financial asset. In addition,
any amounts previously recognised in
other comprehensive income in respect
of that entity are accounted for as if the
Group had directly disposed of the related
assets or liabilities. This may mean that
amounts previously recognised in other
comprehensive income are reclassified to
profit or loss.

If the ownership interest in an associate
is reduced but significant influence is
retained, only a proportionate share of the
amounts previously recognised in other
comprehensive income are reclassified to
profit or loss where appropriate.
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For the year ended 31 December 2010

(All amounts in RMB)

BE_Z-ZHF+_A=t—RALEFE FAELFAAREE)

(c) 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 other
comprehensive income. 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.

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.
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For the year ended 31 December 2010  (All amounts in RMB)
BE_Z-ZF+_A=+—HLFE (FASEAARKE)

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.

Transactions and balances

Foreign currency transactions are
translated into the functional currency
using the exchange rates prevailing at
the dates of the transactions or valuation
where items are 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 and cash and
cash equivalents are presented in the
consolidated income statement within
‘finance costs — net’. All other foreign
exchange gains and losses are presented
in the consolidated income statement
within ‘other losses — net’.
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For the year ended 31 December 2010 (All amounts in RMB)
BE_ZT-ZF+-_A=+—HLFE (FELEAARKHE)

(c) 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 rate on the
dates of the transactions); and

(iii) all resulting exchange differences are
recognised in other comprehensive
income.

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 other
comprehensive income. 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.
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For the year ended 31 December 2010  (All amounts in RMB)
BE_Z-ZF+_A=+—HLFE (FASEAARKE)

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’.

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.
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For the year ended 31 December 2010 (All amounts in RMB)
BE_ZT-ZF+-_A=+—HLFE (FELEAARKHE)

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.

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 45 to 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.
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For the year ended 31 December 2010  (All amounts in RMB)
BE_Z-ZF+_A=+—HLFE (FASEAARKE)

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 goodwiill.

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.
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For the year ended 31 December 2010 (All amounts in RMB)
BE_ZT-ZF+_A=+—HLFE FAELEAARKHE)

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.

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.

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

Ordinary shares are classified as equity.

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

Trade payables are 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.
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For the year ended 31 December 2010  (All amounts in RMB)
BE_Z-ZF+_A=+—HLFE (FASEAARKE)

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 consolidated 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’s
subsidiaries and associates operate and
generate taxable income. Management
periodically evaluates positions taken in
tax returns with respect to situations in
which applicable tax regulation is subject to
interpretation. It establishes provisions where
appropriate on the basis of amounts expected
to be paid to the tax authorities.

Deferred income tax is recognised, using the
liability method, on temporary differences
arising between the tax bases of assets and
liabilities and their carrying amounts in the
consolidated financial statements. However,
the deferred income tax is not accounted for if
it arises from initial recognition of an asset or
liability in a transaction other than a business
combination that at the time of the transaction
affects neither accounting nor taxable profit or
loss. Deferred income tax is determined using
tax rates (and laws) that have been enacted
or substantially enacted by the balance sheet
date and are expected to apply when the
related deferred income tax asset is realised or
the deferred income tax liability is settled.
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For the year ended 31 December 2010 (All amounts in RMB)
BE_ZT-ZF+_A=+—HLFE FAELEAARKHE)

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 and associates, except for
deferred income tax liability 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.

(b) Pension obligations

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

(c) 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.

When the options are exercised, the
company issues new shares. 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.

(d) 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.

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.
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For the year ended 31 December 2010 (All amounts in RMB)
BE_ZT-ZF+_A=+—HLFE (FAELEAARKHE)

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 when 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.

(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) 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.

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.

BEATRRAMENE ENR
BRI E R TS S SRR EED
AHE R EERN S RBROB A E
KAENRENE - ANEBEM
BN R ERER RN B o

WABRAEEEREEBIED
B E B E o MRS B Wk e Y
RENRFE - WAEHIBRIEE
B~ ARE - EEANFAAT AR
AEBARHERNDETIR o

WAL SERT E - RIK
KBNS AR ERAGRER - M
AEBBRASHN S BB
(AT 3t ) - 785 E1E & HERR L
A AREEREBEAFETZEER
PR - X BBMFIRL N
RATEHfART

(a) E@mHE
EREEEASEEREHE
mRNFEE  BEEWRER
% A RBREEWZER D
Al A B R RER o

(b) FIEKA
B AT A BERR XA
L ) B RERR

BEENAEREEMESZER
A TIRSER B A B (it
w2 ENENE - EEERA
TIAHH

RNEE KB Bk & B w1 5w
HEARBHNHAS - 95 EHE
g - REBEELHEENM KO H
HAGTOEAEE) EHBAN
BEREERGEBERME -

0102 LAOd3d TVNNNV

BhHE—&—

(-]
-



BECHEBEFZHEETEY a3LINIT dNOYD ITILXIL ONOHXIL

]
N

For the year ended 31 December 2010  (All amounts in RMB)
BE_Z-ZF+_A=+—HLFE (FASEAARKE)

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.

The Group’s activities expose it to a variety
of financial risks: foreign exchange risk,
cash flow and fair value interest rate risk,
price 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
uses derivative financial instruments to hedge
certain of its risk exposures on changes in
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 2010, if RMB had
weakened/strengthened by 3.0%
against USD with all other variable held
constant, post-tax profit for the year
would have been RMB20,402,000 (2009:
RMB26,951,000) 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 bills receivables,
trade and bills payables and borrowings.
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For the year ended 31 December 2010

(All amounts in RMB)

BE_Z-ZF+_A=t—RALEFE FAELFAAREE)

(b) Cash flow and fair value interest rate risk

(c)

Except for pledged bank deposits and
cash at bank (Note 14), 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
2010, approximately 55% (2009: 43%)
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
2010, the Group converted borrowings of
RMB17,881,000 (2009: RMB30,727,000)
from floating rate to fixed rate through
interest rate swap (Note 19).

As at 31 December 2010, if interest rates
on USD-denominated borrowings had
been 0.2 percentage-points lower/higher
with all other variables held constant,
post-tax profit for the year would have
been RMB999,000 (2009: RMB991,000)
higher/lower, mainly as a result of lower/
higher interest expense on floating rate
borrowings.

Price risk

The Group is exposed to raw material
price risk because of the volatility of
the main raw material, cotton, price. To
manage its price risk, the Group enters
cotton forward contracts to mitigate the
fluctuation on the cost arising from the
raw material price change.
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For the year ended 31 December 2010  (All amounts in RMB)
BE_Z-ZF+_A=+—HLFE (FASEAARKE)

Credit risk

The Group has no significant
concentration of credit risk. The carrying
amounts of pledged bank deposits, cash
and cash equivalents, trade and bills
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 2010, 69% (2009: 79%) of the
trade and bills 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 18 to the
consolidated financial statements.
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3. FINANCIAL RISK MANAGEMENT 3. BXERER#) 9|
(Continued) m
3.1 Financial risk factors (Continued) 31 BEEREERE) =
(e) Liquidity risk (Continued) (e) mEEZmEE(E) (o)
The table below analyses the Group’s TR EEBRARFNE E'
and the Company’s financial liabilities into BBEIHT - LIRS E m
relevant maturity groupings based on the BRI RBBREE A E S LT (e
remaining period at the balance sheet HH RIS TN - K g
to the contractual maturity date. The NEERH S ERE KRR (7]
amounts disclosed in the table are the FEIRERE ° ,9
contractual undiscounted cash flows. o
>
=
Between  Between g
Less than 1and 2 and -n
1year  2years  5years =
SR—F —EEWME WERLE =
RMB’000 RMB’000 RMB’000 o
ANREFT AR%TFT ARETT IE
(/7]
Group rEE ;
At 31 December 2010 RZZ-ZEF+-A=1-H =
Borrowings BE 609,912 227,753 402,053 E
Interest payable on borrowings BEEMNFE 48,229 27172 17,326 m
Derivative financial instruments fTHSRMTA 33,469 - - =
Trade and bills payables ENBSREENE 859,402 - = (2]
Accruals and other payables TRIRER REMERER 422,535 = =
1973547 254,925 419,379
At 31 December 2009 RZZBEAFE+=A=1+—H
Borrowings fBE 707,869 48,715 227,870
Interest payable on borrowings BEEMFE 30,227 14,551 9,385
Derivative financial instruments fTEemIA 305 - -
Trade and bills payables ENBSREENE 510,602 - -
Accruals and other payables TRERREMERER 228,264 = =
1477267 63266 237,255
Company N
At 31 December 2010 R-E-ZF+-A=1+-A
Borrowings BE 70,421 142,388 236,762
Interest payable on borrowings BEEMAFE 21,880 16,748 7,164
Derivative financial instruments TESMIA 241 = = >
Due to subsidiaries FERHIB A AR 305,122 = = z
Accruals and other payables FIRE AR E M EMER 148,393 = = 3
>
546,057 159,136 243,926 E
9
At 31 December 2009 R-BBRAF+-A=1-A ~
Borrowings BE 262,672 = 170,705 S
Interest payable on borrowings BEEMNFE 13,856 11,523 7,586 S
Derivative financial instruments ITEERTA 305 = = I
Due to subsidiaries FERHBARIFE 266,521 = = A
Accruals and other payables FEIRE AR EMEMER 85,005 = = f#lﬁl
_m
628,359 11,523 178,291 Q
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For the year ended 31 December 2010  (All amounts in RMB)
BE_Z-ZF+_A=+—HLFE (FASEAARKE)

3. FINANCIAL RISK MANAGEMENT 3. MKEREE®)
(Continued)

3.2 Capital risk management 32 BExEkER
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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.

Consistent with others in the industry, the
Group monitors capital on the basis of the
gearing ratio. This ratio is calculated as
net debt divided by total capital. Net debt
is calculated as total borrowings (including
‘current and non-current borrowings’ as
shown in the consolidated balance sheet)
less cash and cash equivalents. Total capital
is calculated as ‘equity’ as shown in the
consolidated balance sheet plus net debt.
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The gearing ratios are as follows: EESBLLENAT :
2010 2009
—E-EF —TTNEF
RMB’000 RMB’000
AREFT N S
Total borrowings (Note 18) BEBEE (f1:718) 1,239,718 984,454
Less: pledged bank deposits A BIRIRRITER K
and cash and cash RekReFEY
equivalents (Note 14) (Kia£14) (604,697) (407,902)
a Net debt BEFE 635,021 576,552
3 Total equity HEN R 2,209,099 1,486,665
=z
]
a Total capital BEARLERE 2,844,120 2,063,217
=
r
P Net gearing ratio FEEAGELE 22% 28%
A
(9]
§ The decrease in gearing ratio during 2010 MR T —TF M < 8RR E
H was a result of the increase in total equity from WM MERBEEZREHE
@ 2010’s profit and the cash balances generated t#h —E-EFEEABHLEMERE
" from operations. TRE o
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For the year ended 31 December 2010
HE-_Z—ZEF+_A=1T—HIEE

The table below analyses financial instruments
carried at fair value, by valuation method. The
different levels have been defined as follows:

0 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 2010, the Group held
interest rate swap contract and futures
contracts, and these derivative financial
instruments are classified under level 2 and
level 1 respectively. 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. The value of
futures contracts traded in active market are
based on quoted market prices at the balance
sheet date.

The following table presents the Group’s
liabilities that are measured at fair value at 31
December 2010 and 2009:

RMB’000 RMB’000

Level 1

(All amounts in RMB)
(FTESBEUARKEE)

TRMEEEDITIRAFESIRZ
TRITA  FSFHEOTAT :

- HREEXEEERTSR
BOREFR)(F—/) »

« BAHRERGIAS RN
BESRBZEZ(MER)NK
B (R E ERE) THRE
ABR(EZR) -

« WIHRBABREMSBIEET
ZEESXBRERAER AN
AERBAER) (F=R) -

R-F—FF+_A=t—HB ' &
SERANREHANRIES
B MEETESRIAD RN
REZBRE—R - NEEBMED
Z AR THE I B] AR ek R h 4R
WizEst A RBESRENRER
B -RABRMBEECHEANZ
EBEDRGEE AR TEETE -

TREJNAEER-_ZE—ZFR-
EENE+-A=+—HIRAFE
ECZAEE-

Level 3 Total
E=R st
RMB’000 RMB’000

Level 2

& gt

ARE T ARMFT ARMFT AREFT

At 31 December 2010 R=—E—FF

t=RA=+—H
Liabilities aE
Derivative financial PTESRT A
instruments
At 31 December 2009 R=—ZBThE
+=RA=+—8H
Liabilities aE
Derivative financial PTEEmMIA

instruments

33,228 241 - 33,469

= 305 = 305
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For the year ended 31 December 2010  (All amounts in RMB)
BE_Z-ZF+_A=+—HLFE (FASEAARKE)

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

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

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

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.
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For the year ended 31 December 2010 (All amounts in RMB)
BE_ZT-ZF+_A=+—HLFE FAELEAARKHE)

The Group’s management determines the
provision for impairment of trade, bills and
other receivables based on an assessment
of the recoverability of the receivables. This
assessment is based on the credit history of
its customers and other debtors and current
market conditions, and requires the use of
judgements and estimates. Management
reassesses the provision at each balance
sheet date.

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

Deferred tax assets relating to certain
temporary differences and tax losses are
recognised when management considers it is
likely that future taxable profits will be available
against which the temporary differences or tax
losses can be utilised. When the expectations
are different from the original estimates, such
differences will impact the recognition of
deferred tax assets and income tax charges in
the period in which such estimates have been
changed.
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For the year ended 31 December 2010  (All amounts in RMB)
BEZT-ZF+_A=+—HLFE (FAEAARKE)

The chief operating decision-maker has been
identified as the Committee of Executive Directors
of the Company. Operating segments are reported
in a 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

BRRERBR/ARBNTES
o BEDBAR T BEERKE
HANE2H BN AZ2® - ATE
ZEeEMAEEZNMEAR - AT
ERERDEER - EREBERELE

REETKEDHE -

==2)
=
8

A

&
L
=

=1
=

i Hn 0 H

WTEFRESRAREB I REMRIM
BAIRD - LEMAIRME @ EEE
AHEER - B RER 2 ERERA -
EIF AN R B (B Bk - BiFg
RPIRER ) —FRHA -

BETHEBEFZHETEY a3LINIT dNOYD IT1LXIL ONOHXIL

©
o

operations are further evaluated on a geographic
basis including Mainland China, Vietnam, Macao
and Hong Kong.

HNITESZEERBERARKEEHNF
BEEN TR KM

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

BE_T—BF+-A=+—AILFE
2 AEEROT

The segment information for the year ended 31
December 2010 is as follows:

Year ended 31 December 2010
BE-Z-ZH+-A=t-HLEE

Grey  Garment

Yarn fabrics fabrics Total
HE Y [Eik BE
Mainland Hong Mainland  Mainland

China  Vietnam Macao Kong China China

REKKE Hm iy BE  HEAE FEE
RMB’000  RMB’000  RMB’000 RMB’000 RMB’000 RMB’000  RMB’000
ABBTT ARETFT ARBTT ARETT ARETT ARETT AREFT

Total revenue LN
Inter-segment revenue ARERBA

Revenue (from external KA (REMNDEF)

customers)
Segment results PEEE
Unallocated expenses AORER
Operating results mExE
Finance income BBA
Finance costs HBER
Share of profit of DEBE R AR
an associate
Income tax expense FiEBiA%
Profit for the year FREF

Depreciation and amortisation #7&



For the year ended 31 December 2010
HE_T-ZTHF+-_A=1+—HIEE

5. SEGMENTAL INFORMATION (Continued)
The segment information for the year ended 31
December 2009 is as follows:

(All amounts in RMB)
(B BUAREE)

5. 7EER®)
BE_ZETNE+-_RA=+—HILEE
THEERINT -

Year ended 31 December 2009
HE-TEAF-A=-ALER

Grey  Garment

Yam fabrics fabrics Total

Y iyl [k ek

Mainland

China Vietnam
HEIARE jilles
RMB'000  RMB’000

Hong  Mainland ~ Mainland
Macao Kong China China

9 FE  wEAE  hEAR
RMB000  RMB000  RMBOOO ~ RMB000  RMB000

NERTT NEBTT ARETT ARETT NAEETT ARETT ARETT

Total revenue B 3,150,612 1,161,548 503,582 217,518 770,874 120,053 5,924,187
Inter-segment revenue SRR (306,949)  (822,293)  (503,582)  (202,927) = - (1,835,751)
Revenue (from external WA (RB MR

customers) %F) 2843663 339,255 - 14591 770874 120,053 4,088,436
Segment results PEEE 182,970 150,572 5,365 (5,594) 20,469 15,897 369,679
Unallocated expenses AORER (6,983)
Operating results fexE 362,696
Finance income 0N 3,985
Finance costs HBER (49,136)
Share of profit of

an associate ok a1 A=YNG ey 286
Income tax expense FiEiRS (32,266)
Profit for the year FRiEF 285,565
Depreciation and amortisation 17 & i 4 8 (58.960)  (40,876) © @) (19944)  (3050) (123113)
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For the year ended 31 December 2010
HE-FT-THE+-A=+-HILFE

(All amounts in RMB)
(FrESBUAARKHE)

5. SEGMENTAL INFORMATION (Continued)

The segment assets and liabilities as at 31
December 2010 are as follows:

5. 7EER®)

R=Z—BF+-A=+—RZHEA
ERAMEDT :

As at 31 December 2010
R=B-BFtZf=+-8
Grey  Garment
Yam fabrics fabrics Total
bE iy m#l ]
Mainland Hong Mainland ~ Mainland

China Vietnam Macao Kong  Sub-total China China

HEIRK il il g4 Mt hERE  hEXRE

RMB'000  RMB000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ABRTR ARBTRL ARBTRL ARETZ ARETZ ARETZ ARETZ ARETR

=
o
=
il
#
i
=
bt
B
Z
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m
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X
m
o
(@)
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=
>
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2
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a
2
m
<
m
4
|
[72)

Total segment assets PREEE 2919504 1197406 114,040 4308 4235388 538,049 9,705 4873142
Unallocated assets AOLAE 36,098
Total assets of the Group ~ AEEAEE 4,909,240
Total segment liabilties 2 EHETE (2011165)  (143,589)  (14212)  (2169,026)
Unallocated liabilies AONEE (631,039)
Total liabilities of the Group  AE£EHEE (2,700,065)
Capital expenditure EREY 3253 238,485 19 60 481,826 3332 100 485258

R=BBAF+=A=+—HAZHEA
ERAMEDT :

The segment assets and liabilities as at 31
December 2009 are as follows:

As at 31 December 2009
RZENE+-A=1-A

Grey Garment

Yam fabrics fabrics Total
v i it &%
Mainland Hong Mainland Mainland

China Vietnam Macao Kong ~ Sub-total China China

hELRRE i 27 &% I PEAE hEAE

RMBO00  RMBO000 ~ RMBOO0 ~ RMBO000  RMBOO0  RMBO000  RMBUOO0  RMBO000
NEETT NEETT ARETT ARETT ARETL ARETn ARETT ARETL

=

m

x

I

o

=z

@

o

= Total segment assets ABEEE 1738945 972,99 13,753 A4 274744 451783 9,281 3,295,505
= Unallocated asses AONEE 2197
9

ol Total assets of the Group ~ AEAAEE 3,297,702
c

§ Total segment liabilites 2 EHAEE (1238149)  (111.67)  (14.940)  (1,364,356)
m Unallocated liabilties AANER (446,681)
SH _

= Total liabilities of the Group AEEHE®E (1,811,037)
gq: —
B

Capital expenditure EREY 67,486 57,141 = M1 125074 7765 1891 134730
a

=

BB

|

©
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For the year ended 31 December 2010
HE-Z-—ZTHF+-_A=1+—HIEE (fr

LAND USE RIGHTS - GROUP

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)
BeBAARKEE)

T AE—AKE
AR 10 R S I TR T
BERE - AREFESTWT -

2010 2009
—E-ZF —ETNF
RMB’000 RMB’000
AR¥ETFT AREFT

Leases of between 45 to 50 years 45E50FHHE
— In Mainland China NG EPN 131,095 134,029
— In Vietnam — R 19,980 20,454
151,075 154,483

As at 31 December 2010, land use rights with
a net book amount of RMB52,134,000 (2009:
RMB10,897,000) was pledged as collateral of the
Group’s bank borrowings (Note 18).

R-Z—ZTFE+-_F=+—H  REF
EAR52,134,0007C( ZEZNF - A
R #10,897,0007T ) &) £ 3 {5 F #E B 4K 47
ERSEERITEERNIRH R (HFE18) -

2010 2009

—2-2F ZETNE

RMB’000 RMB’000

ARETT AREFT

Opening amount FHEHE 154,483 116,482
Additions NE - 40,546
Amortisation (Note 24) B (HTat24) (3,408) (2,545)
Closing amount FREHE 151,075 154,483
Cost XA 162,461 162,461
Accumulated amortisation G (11,386) (7,978)
Net book amount BREFE 151,075 154,483

Amortisation was included in cost of sales. BT A AHERA o
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For the year ended 31 December 2010  (All amounts in RMB)
BE_Z-ZF+_A=+—HLFE (FASEAARKE)

7. PROPERTY, PLANT AND EQUIPMENT 7. ¥ -BERXEFEER
— GROUP AND COMPANY VNN
Group
Machinery  Furniture Con-
and and Motor truction
Buildings  equipment fixtures vehicles in-progress Total
BF BERRE GAREE RE EEIR @t
RMB’000  RMB’000  RMB’000  RMB’000  RMB’000  RMB’000
ABBTT ARETT ARETFT AREFT AREFT ARETR
At 1 January 2009 RZBELE
-A-H
Cost or valuation AT E 395380 932,108 14,852 10666 428672 1,781,678
Accumulated depreciation ZEE (36,019)  (266,210) (7,199) (5,039) - (314,467)
Net book amount EEFE 359,361 665,898 7,653 5,627 428,672 1,467,211

Year ended 31 December 2009 HZ=-FBNE
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+ZA=t+-H
LFE
Opening net book amount FNREFE 359,361 665,898 7,653 5627 428672 1,467,211
Additions RE 7,146 2,575 1410 2,167 80,886 94,184
Transfer - 102,608 336,621 = - (439.229) =
Disposals (Note 33) HE(H#33) (512) (4,586) (20) (164) = (5,282)
Depreciation (Note 24) wehizo4) (17.417)  (98,386) (2471) (2,294) - (120,568)
Closing net book amount ERREFHE 451,186 902,122 6,572 5,336 70329 1435545
At 31 December 2009 R-ZBhE
t-A=t+-H
Cost or valuation KAk E 504,559 1,258,722 16,102 11,968 70,329 1,861,680
Accumulated depreciation 2EE (53,373)  (356,600) (9,530) (6,632) - (426,135)
Net book amount FEFE 451,186 902,122 6,572 5,336 70,329 1435545
Year ended 31 December 2010 HZE=-F-TF
+=A=+-H
LEE
o Opening net book amount FOREFE 451,186 902,122 6,572 5,336 70329 1435545
o Additions RE 5,936 5,533 2,320 3204 468175 485258
] Transfer = 58193 221,151 = - (279:344) =
= Revaluation (Note 17) Efh(#1i217) 32,181 = = = = 32,181
= Disposals (Note 33) & (H#33) = (12,779) (33) (182) = (12,994)
3 Depreciation (Note 24) e (Hiit24) (25,365)  (111,233) 2,719) (1,743) - (141,060)
=
m
@ Closing net book amount FREEFE 522131 1,004,794 6,140 6,705 259160 1,798,930
g
- At 31 December 2010 R-E-Zf
g t=A=t-R
m Cost or valuation AASAEE 600,869 1,455,342 18164 14277 259,160 2,347,812
- Accumulated depreciation RHHTE (78738)  (450,548)  (12,024) (7.572) - (548882
=
% Net book amount FEFE 522131 1,004,794 6,140 6,705 259160 1,798,930
b
af
=
>
al|
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For the year ended 31 December 2010

(All amounts in RMB)

BE_Z-ZFE+_A=t—RALEFE FAELFAAREE)

Buildings with net book amount of RMB522,131,000
(2009: RMB257,236,000) at 31 December 2010
were stated at open market value, 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 17).

During the year ended 31 December 2010,
depreciation of RMB 128,398,000 (2009:
RMB109,869,000) was included in cost of sales,
RMB81,000 (2009: RMB93,000) was included in
selling and distribution costs and RMB12,581,000
(2009: RMB10,606,000) was included in general
and administrative expenses.

During the year ended 31 December 2010, finance
cost of RMB126,000 (2009: RMB1,631,000) was
capitalised as part of property, plant and equipment
at a rate of 6.0% (2009: 6.1%) per annum (Note
27).

As at 31 December 2010, property, plant and
equipment of approximately RMB487,934,000
(2009: RMB435,021,000) were pledged as collateral
of the Group’s bank borrowings (Note 18).

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

Cost D%
Accumulated depreciation ZEHiTE
Net book amount BREFE

RIBBIAERGEELNBERITER
NRETHEE R_ZE—ZF+_A
=+—BEmFEAARE522,131,000
TT(ZEZNF : AR¥257,236,0007T)
RIEFTIAARTETIE - R
BREAEEMEHRAE st AERRA
R E R (HIEE1T7) ©

REZ-_ZT—ZFF+_A=+—HIF
g - AR1128,398,0007T ( ZEE 11
F: AR¥109,869,0007T) VT E D 5
ABHERAR - ARKS81,0007T(—ZFEEN,
&F: AR¥93,00070) ITEE T AEE
Ko iEA S kA RE12,581,0000( ==
THE - ARKE10,606,0007T)HIITER
STA—RRITERBAS o

REBZ2-_ZE—ZFF+_A=+—HIF
g BB ERAREKE126,000T(— T
NE - ARYE1,631,0007T) B EAME A
ME BELEEN D @ REEE
AL E £E6.0%( —FZNF : 6.1%) (K
227) ©

RZF—TF+-A=+—H %X
B & & A 49 A R % 487,934,0007T (=
TZNE : ARM%435,021,0007T) B K
HRAREEIRITEERE MR (HE18) -

WIEFAEL K AETIR - S5 T
2009

—ETNF

RMB’000

ABRBTT

443,767

(38,266)

405,501
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For the year ended 31 December 2010  (All amounts in RMB)
BE_Z-ZF+_A=+—HLFE (FASEAARKE)

7. PROPERTY, PLANT AND EQUIPMENT 7. V% BERREFTEER

— GROUP AND COMPANY (Continued) AAF (&)
Group (Continued) REE (&)
The analysis of the cost or valuation of the above A FBERKAREEI AT
assets is as follows:
Machinery  Furniture Con-
and and Motor truction
Buildings  equipment fixtures vehicles in-progress Total

BT HEREE KARKE nE  ERIE a5
RMB'000  RMB'000  RMB'000  RMB'000 ~ RMB'000  RMB’000
ARBTE ARBTR ARETT ARETH ARETR ARETR
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At 31 December 2010 R-E-2f
t=A=1-H
At cost BRA - 1,455342 18,164 14,277 259,160 1,746,943
At valuation - 31 December 2010 #Zf&(E
“RZF-FF
+-A=1+-H 600,869 - - - - 600,869
600,860 1,455,342 18,164 14277 250160 2,347,812
At 31 December 2009 R-BENE
t-A=t+-R
At cost REA 196,720 1,258,722 16,102 11,968 70,329 1,553,841
At valuation — 31 December 2007 Zfk(E
~-R-ZELE
+-R=1+-H 307,839 = = = - 307,839
504,550 1,258,722 16,102 11,968 70,329 1,861,680
Lease rental expense of RMB12,974,000 (2009: FHAEEFR#ENHEHATIAR
RMB11,903,000 ), relating to the lease of buildings #12,974,0007C (ZZEZNF : AR
and machinery, was included in cost of sales (Note 11,903,000 7T ) B 5t A 85 & Bk A8 (B 5F
24). 24) °
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For the year ended 31 December 2010 (All amounts in RMB)
BE_ZT-ZF+_A=+—HLFE (FAESEAARKE)

PROPERTY, PLANT AND EQUIPMENT 7. 1% - BERREFTEER
— GROUP AND COMPANY (Continued) PN D

Company

QT

Furniture and

fixtures
BRRREE
RMB’000
AR¥FIT
At 1 January 2009 R-BZAFE—HA—H
Cost [B#N 1,149
Accumulated depreciation 2EHTE (764)
Net book amount BREFE 385
Year ended 31 December 2009 BE-ZZAF+=-A=+—H
ILEE
Opening net book amount FYRmFE 385
Depreciation e (212)
Net book amount BREFE 173
At 31 December 2009 R-EEAF+=-A=+—H
Cost [B#N 1,149
Accumulated depreciation ZEHNE (976)
Net book amount BREFE 173
Year ended 31 December 2010 BE-_Z-ZEF+=-H=+—H
ILEE
Opening net book amount FYREFE 173
Additions NE 16
Depreciation e (68)
Net book amount BREFE 121
At 31 December 2010 R-ZE-ZEF+=-A=+—H
Cost [B#%N 1,165
Accumulated depreciation 2EHiE (1,044)
Net book amount BRESE 121
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ﬁ For the year ended 31 December 2010  (All amounts in RMB)
e HE-Z-ZE+-_A=+—HILFE (FMELEUAREE)
]
%
#®
&*
i
(£
Z ~.
9| 8. INVESTMENTS IN AND AMOUNTSDUE 8. HRHMIBATWMKREREUW &
m FROM/TO SUBSIDIARIES — COMPANY R EABRE - A AF
-
3 Company
T PN
“ 2010 2009
o —E-EF —EENF
% RMB’000 RMB’000
9 AR¥FT N
o
3 Unlisted shares, at cost JE LR - A 246,989 246,989
m Due from subsidiaries FEUBT B A Rk IB—IERD
-|U1 — non-current portion (Note(a)) & (M7t (a)) 527,969 376,978
z
JZ> 774,958 623,967
2]
2 Due from subsidiaries JREMK P /88 1~ R) R IBE—BN A
c_n| — current portion (Note(b)) #ho (Hizt (b)) 714,362 643,663
3
E FERTH B A RIFRIA
m Due to subsidiaries (Note(b)) (K15E(b)) 305,122 266,521
3
%) Notes: B

(@) These amounts due from subsidiaries represent (@) &SRB A FIFIBRAR B R B

equity funding by the Company to the subsidiaries
and are measured in accordance with the Company’s
accounting policy for investments in subsidiaries.
They are unsecured and non-interest bearing.

RAREZEAES  WRBEAREE
MR QRN EN SRR
REERRLE

(b) These amounts due from/to subsidiaries are (b) ZEREWFENHEB A T XA A ER
unsecured, non-interest bearing and are repayable e e BEN—EREE o
within one year.

Particulars of the principal subsidiaries of the
Company are set out in Note 37.

AREEEME R BFIEHNEEIT -

ETHEBEEFGEHEY a3LINT dNOYD ITILXIL DNOHXIL
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For the year ended 31 December 2010
HE_T-ZTHF+-_A=1+—HIEE

9. INVESTMENT IN AN ASSOCIATE -
GROUP

(All amounts in RMB)
(B BUAREE)

9. RBERTNRE—FEKH

2010 2009
—E-FF —ZETNF
RMB’000 RMB’000
AR¥FT ARMTT
Share of net assets of an unlisted i —EIE LT E AT
associate (Note (a)) BEFEN () 43,369 34,667
Goodwill (Note (b)) R (H1:2(b)) 191 191
43,560 34,858
(a) Movement of share of net assets (a) TEEELEEFEED
attributable to the Group
2010 2009
—E-FF —ZETNF
RMB’000 RMB’000
ARBFT ARMTT
Opening amount FHE R 34,667 34,381
Share of profit DR 8,702 286
Closing amount FREHE 43,369 34,667

(b) Goodwill
The associate of the Group, Nantong Textile
Group Co., Ltd., 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 the
associate.

(b)

[k

IR BB N B R B AL B R
BSHMABRARRRIERE R
CEABM([REELEM]) - B
By B2 R T IRIE A EER
EHA(RBUNEEBIAEN=F
MREEAEEEHNRESRER
ADEE - MHEREZBERER
EEEHTIZRRNBRIMIEL
e REERTE I AM BB ATIT R
ERR/EF10% - ZHTEHR R R e
&R N R B BRI E R o

7
o
=
il
¥
L
=
it
&
Z
o
-
m
(2
-
o
-
X
m
(o}
(@)
Z
2
(©)
=
>
=l
m
O
Bl
<
>
Z
2
>
r
a
2
m
<
m
4
-
(72)

0102 LYOd3d TVNNNY

HhhE—S—

©
©



ﬁ For the year ended 31 December 2010  (All amounts in RMB)

a BE_Z-ZF+_A=+—HIFE (FFALBEUARENE)

)

%

®

®

P

&

=z

9| 9. INVESTMENT IN AN ASSOCIATE - 9. REBEARARINKRE FEE(»)
m GROUP (Continued)

= (c) Particulars of the associate are as follows: (c) H&EQTFAERWT :

o

E' Place and date of Particulars of

m incorporation and issued share

8 form of legal entity capital  Interest
4 Name SEMAIHR B Principal activities BRfT held
3 BELTEH UREERIRER EEH BAHE  fiRE
[ RMB’000

> ARRF

g Nantong Textile Group Nantong, Mainland China, ~ Manufacturing and sales 116,375 37%
I Co., Ltd. 11 September 2002 of top-grade textile

§ il R E A limited liability company knitting products and

=z BRAR REARRR —Z3=F garments

g AAT—B BREEAT BERBESEHEES

(o R

9

:E| (d) The Group’s share of revenue, profit for the (d) AEFZEIIAGABZRREER
m year, assets and liabilities of the associate, BROAEE DG E R EWA

r$1 which have been included in the consolidated FRRFMARBERBEWOT :

5 income statement and balance sheet using

7)) equity method, are as follows:

2010 2009
—E-FF —ZETNF
RMB’000 RMB’000

AREFT ARKTT

Revenue WA 155,171 87,726
Profit for the year FRHF 8,702 286
Non-current assets IERBEE 93,304 101,166
Current assets MENEE 48,588 32,163
Current liabilities mEaE (65,146) (63,367)
Non-current liabilities ERBEE (33,186) (35,295)
Net assets value BEFE 43,560 34,667

ETHEBEEFGEHEY a3LINT dNOYD ITILXIL DNOHXIL
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For the year ended 31 December 2010 (All amounts in RMB) ﬁ
HE-ZT-ZTFT-_A=1T—RHILFE FESENARETE) e
]
%
1
&
Pt
i
P4
10. FINANCIAL INSTRUMENTS BY 10. ZBERE 7 EMITAE KK 9|
CATEGORY - GROUP AND COMPANY BREKAT m
Group REE =
(@]
Cash and ;_|;|
cash m
Receivables equivalents Total 8
BER 2z
BUHE  RLZEN st 3
RMB’000 RMB’000 RMB’000 [
AEEFT AR%ETT AREFn g
=]
31 December 2010 —E-ZF+-HA=+—-H g
Assets as per balance sheet BEABRMIEE el
Trade and bills receivables FEWE 5 RFIEFR §
(Note 12) (Ht#12) 404,319 - 404,319 Z
Other receivables excluding Hib U R (TR R Q
prepayments (Note 13) S0) (H73£13) 200,376 - 200,376 =
Pledged bank deposits and cash ~ EEMETERRE S KR C_D|
and cash equivalents (Note 14) SEEM(HE14) - 604,697 604,697 J_>|
m
Total wEt 604,695 604,697 1,209,392 ﬁ
3
Liabilities
at fair
value
through Other
the profit financial
Payables and loss liabilities Total
RAYE
FTABEN Hity
ENRIE EE <SREeRE et
RMB’000 RMB’000 RMB’000 RMB’000
ARETFT AREFT AR¥FrT AR¥FT
Liabilities as per BEEEBRMIEE
balance sheet
Borrowings (Note 18) B8 (H£18) - - 1,239,718 1,239,718
Derivative financial PTESRTA
instruments (Note 19) (K7:£19) - 33,469 - 33,469
Trade and bills payables  FEfIE 5 & Z ik Z08
(Note 21) (H1a#21) 859,402 - - 859,402 >
Accruals and other TEtR B A R E A RS Z
payables excluding ERCTBRERR 5
deposits and statutory REREEEE) o
liabilities (Note 22) (Hiz22) 422,535 - - 422,535 o
o
bl
Total HET 1,281,937 33,469 1,239,718 2,555,124 g
o
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ﬁ For the year ended 31 December 2010  (All amounts in RMB)
a HE-ZTZTFT-_A=1+—RHILFE (FESEUAARKEE)
)
%
i
&*
ff3
i
P4
9| 10. FINANCIAL INSTRUMENTS BY 10. ZEHE PP EMITAE—FKE
m CATEGORY — GROUP AND COMPANY BRAAT #)
= (Continued)
(o] Group (Continued) REE(E)
7
m Cash and
8 cash
4 Receivables  equivalents Total
3 Be R
[ BWHE  ReZEY Fey
g RMB’000 RMB’000 RMB’000
H AREFT  AREFT  AREFT
O
a 31 December 2009 —ZEENE+=ZR=+—H
§ Assets as per balance sheet BESERMIEE
zZ Trade and bills receivables EWE 5 R EEKRIE
2] (Note 12) (Bf3212) 435,465 - 435,465
|:E Other receivables excluding Hip BRI (T BB
c_n| prepayments (Note 13) FOB) (Hat13) 5,136 - 5,136
> Pledged bank deposits and cash ~ EiKMRITEHR IS KR
E and cash equivalents (Note 14) SEEY(HEE14) = 407,902 407,902
g Total 45T 440,601 407,902 848,503
n
Liabilities
at fair
value
through Other
the profit financial
Payables and loss liabilities Total
ZATE
FTAEZEA A
FERTFRIA BE SREE “aEt
RMB’000 RMB’000 RMB’000 RMB’000
AREFIT AREFT AREFT AREFT
Liabilities as per EEEBRMIERE
= balance sheet
§ Borrowings (Note 18) tEE (H1:718) - — 984,454 984,454
z Derivative financial TEEMITA
= instruments (Note 19) (H17E19) - 305 - 305
x Trade and bills payables  EfIE 5 M EEZ08
[ (Note 21) (H1az21) 510,602 — - 510,602
Q Accruals and other TEIRE A R H e
o payables excluding ER(TERER
= deposits and statutory REREEEE)
% liabilities (Note 22) (H1az22) 228,264 — - 228,264
m
o
H Total @5t 738,866 305 984,454 1,723,625
=
&
o
i
a
il
>
a



For the year ended 31 December 2010
HE_T-ZTHF+-_A=1+—HIEE

(All amounts in RMB)
(B BUAREE)

10. FINANCIAL INSTRUMENTS BY 10. ZBERE 7 EMITAE KK
CATEGORY - GROUP AND COMPANY BRAAT )
(Continued)
Company VNN
Cash and
cash
Receivables equivalents Total
ek
EkHE BHLZEY by
RMB’000 RMB’000 RMB’000
AREFT  ARETT ARETFT
31 December 2010 —ZE-E5+-H=+-H
Assets as per balance sheet BESBERMIEE
Due from subsidiaries (Note 8) FENPR B A R IR (HTaE8) 714,362 - 714,362
Other receivables excluding Hib U R (TR R
prepayments (Note 13) HB) (H1:#13) 5 - 5
Cash and cash equivalents RekRESEEY
(Note 14) (Hizt14) - 3,457 3,457
Total #Et 714,367 3,457 717,824
Liabilities
at fair
value
through Other
the profit  financial
Payables and loss liabilities Total
BRATHE
STABER Hit
EfRE a8 <SRas st
RMB’000 RMB’000 RMB’000 RMB’000
ARMFT AREFT ARKFT ARKFT
Liabilities as per BEEEB/RMIIAE
balance sheet
Borrowings (Note 18) B8 (H£18) - - 449,57 449,571
Derivative financial PTESRTA
instruments (Note 19) (K15%19) - 241 - 241
Due to subsidiaries FERTI B A BIFRIE
(Note 8) (Hf328) 305,122 - ~ 305,122
Accruals and other TEtR B A R E A RS
payables excluding BER(TBREER
deposits and statutory BeRETAE)
liabilities (Note 22) (Hiz22) 148,393 - - 148,393
Total HET 453,515 241 449,571 903,327
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For the year ended 31 December 2010

(All amounts in RMB)

HE-ZTZTFT-_A=1+—RHILFE (FESEUAARKEE)
10. FINANCIAL INSTRUMENTS BY 10. ZEHE PP EMITAE—FKE
CATEGORY — GROUP AND COMPANY BRAAT #)
(Continued)
Company (Continued) RAT (&)
Cash and
cash
Receivables  equivalents Total
Bek
BWHE  ReZEY BT
RMB’000 RMB’000 RMB’000
AREFT  AREFT  AREFT
31 December 2009 —ZEENE+=ZR=+—H
Assets as per balance sheet BESERMIEE
Due from subsidiaries (Note 8) FEUPR B A R FRIB (Ha28) 643,663 = 643,663
Other receivables excluding Hib YRR (TR EEA
prepayments (Note 13) WB) (F1:#13) 5 = 5
Cash and cash equivalents RekRESFEY
(Note 14) (H14) - 1,087 1,087
Total mEt 643,668 1,087 644,755
Liabilities
at fair
value
through Other
the profit financial
Payables and loss liabilities Total
BATE
FTABEA H
FERTFRIA BE SREE “Et
RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFT AREFT AREFT
Liabilities as per BEEEBRIERE
balance sheet
Borrowings (Note 18) &8 (H£18) - — 433,377 433,377
Derivative financial PTESMIA
instruments (Note 19) (H17%19) - 305 - 305
Due to subsidiaries FERSTHI B A BIFRIE
(Note 8) (H1:£8) 266,521 — — 266,521
Accruals and other TEtR B A R E A e
payables excluding ER(TBEER
deposits and statutory ReREAEAE)
liabilities (Note 22) (Hi&E22) 85,005 - - 85,005
Total st 351,526 305 433,377 785,208




11.

12.

For the year ended 31 December 2010

(All amounts in RMB)

BHEZTTF+-A=1T—RHLFE (FESEUAREE)

INVENTORIES — GROUP 11. FE—XEE
2010 2009
—s-%F  —EEAF
RMB’000 RMB’000
ARETF T AR¥TFT
Raw materials Bt 861,734 451,541
Work-in-progress RS 66,536 48,632
Finished goods BRI G 458,581 214,482
1,386,851 714,655

The cost of inventories recognised as expense
and included in ‘cost of sales’ amounted to
RMB4,162,408,000 (2009: RMB3,496,569,000).

In 2010, the Group recorded additional provision
for inventory obsolescence of RMB581,000 (2009:
reversed provision of RMB9,393,000) (Note 24).
This amount has been included in cost of sales.

TRADE AND BILLS RECEIVABLES -
GROUP

12

REERABIAIEERAN | MNTFERK
KB ANRME4162,408,000C( —EZ N,
F : AR¥3,496,569,0007T) °

R-E—FF  AEBEMREFEHE
INEE S AR 581,000 ( ZEE N
@« B AR #9,393,0007T ) (BT
24) - WEFAEBIEEHEERAA -

BWEZ RRBERE - AEH

2010 2009

—E-ZF —ETNF

RMB’000 RMB’000

AE¥TTT AR MFor

Trade receivables FEUE S 5K08 124,381 92,932
Less: provision for impairment W B R H (1,264) (2,936)
123,117 89,996

Bills receivables R EERIE 281,202 345,469
404,319 435,465

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

As at 31 December 2010, no bills receivables (2009:
RMB4,100,000) was pledged as collateral for
issuance of letter of credits.

FEWE 5 M EBFIALZ A FERIER
HE -

R_ZE—ZFTF+-_A=+—8 @&
EREZEEFREBE(ZZEZENF : ARK
4,100,000C)fEAZE T E AR 2B -
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For the year ended 31 December 2010  (All amounts in RMB)
BE_Z-ZF+_A=+—HLFE (FASEAARKE)

12. TRADE AND BILLS RECEIVABLES - 12. EREZREBRE-FEH
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GROUP (Continued)

The Group generally grants credit terms of less than
90 days to its customers in Mainland China and 120
days to its customers in other countries. The ageing
analysis of the trade and bills receivables by invoice
date is as follows:

AEERTETBEAEESZEEH—
RBOBER - METFHMBERELZE
EHR120B R - BRE S EREFRR
BRAMZ R OTMT -

2010 2009
—T-%F  —FTAF
RMB’000 RMB’000

AREFT ARETT

Within 30 days 30HA 301,569 229,247
31 to 90 days 31HZE90H 77,305 119,999
91 to 180 days 91HZE180H 25,800 85,516
181 days to 1 year 181HAE1F - 1,027
Over 1 year 1A E 909 2,612
405,583 438,401

Less: provision for impairment T R E R (1,264) (2,936)
Trade and bills receivables — net FEWE 5 R EHFRIA

—F58 404,319 435,465

There is no concentration of credit risk with respect
to trade and bills 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 RMB123,053,000 as at 31 December 2010 (2009:
RMB89,489,000). As at 31 December 2010, trade
receivables aged by more than 90 days in Mainland
China or 120 days in other countries of RMB64,000
(2009: RMB507,000) 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.

HRAKEHEAEARES  HERES
MEEFRESTHEERR -

R AR R0 RN EMER
TRI120BZ2EWE ZHREBE—RITHRAE
BERE RZE—ZEF+-_A=+—H
&% A ARK123,053,000L( —EF
hE  AR#89,489,000T) - R =
—ZTF+-A=+—8  AEEAEH
Bz B AREREIH A R HMER
BMEM120 8 A FEE S REAARE
64,0007 (=TT hF : AR¥507,000
TC) ° ZEERF MR B R 8
ZRBE - TAZSREVESRIBEZE
#%19/591HE=180H °



For the year ended 31 December 2010
HE_T-ZTHF+-_A=1+—HIEE

12. TRADE AND BILLS RECEIVABLES - 12.

GROUP (Continued)

As at 31 December 2010, trade receivables of
RMB1,264,000 (2009: RMB2,936,000) 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

(All amounts in RMB)
(PrESBEUAREE)

EREZREEFE-XEEH
(#)
R-ZZE—FTE+-_A=+—H " EEK
B 5 IEARY1,264,000L(—ZEZ N
&£ AR#2,936,0007T) 2 REICE
EHEEE REFERUFESIRZET
F  BREREATABHEERENE
F o ZERKFUEZREOT

receivables is as follows:

2010 2009

—E-ZF —ETNF

RMB’000 RMB’000

ARETFT AREFT

91 to 180 days 91HZE180H 373 197
181 days to 1 year 181HE1F - 127
Over 1 year 154 E 891 2,612
1,264 2,936

Trade and bills receivables are denominated in the

A TSGR EIRE 5 R FRIEHIA

following currencies: LU
2010 2009
—E-ZF —ETNF
RMB’000 RMB’000
ARETFT AREFT
RMB AR 305,826 317,041
USD x5 99,757 121,360
405,583 438,401
Movements of the provision for impairment of trade JEWE FRIERERESSOT ¢
receivables are as follows:
2010 2009
—E-ZF ZETNF
RMB’000 RMB’000
ARETFT AREFT
At 1 January n—HA—H 2,936 7,230
Provision for receivable impairment  JEU R IE R (E B 5 373 =
Provision reversed when the related #5878 & U8 Uk [0l A
receivables were collected e EIE g (2,045) (4,294)
At 31 December W+—A=+—H 1,264 2,936
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For the year ended 31 December 2010
HE-FT-THE+-A=t+—HILFE

(All amounts in RMB)
(FrESBUAARKHE)

12. TRADE AND BILLS RECEIVABLES - 12.
GROUP (Continued)
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 bills

ERE SRR - AR
135 T BRI LA MR M SR B B B A
R BT - % TE R SR
e - 72 B PR 0 P SR S
@

RABERH  AKEEHNZAEE
R REWE S M REFRAAFE -

receivables.

13. PREPAYMENTS, DEPOSITS AND 13. ARRIE - e R HMEUWER
OTHER RECEIVABLES - GROUP AND R—AREBERADQT
COMPANY

Group Company
AEE PN
2010 2009 2010 2009
—BR-2F —_FENF —B2-2F _FTHhF
RMEB’000  RMB’000 RME000 RMB’000
ANREFT ARETFIT ARETT AREFT
Prepayments for purchase & B R £ 60 T8
of raw materials A 241,270 93,144 - -
Value-added tax JERIZER
recoverable 52,532 13,748 - -
Prepaid expenses EfFAx 1,200 165 - =
Deposits bioera 199,323 2,995 - =
Other receivables H b EUBR K 1,053 2,141 5 5
495,378 112,193 5 5

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

Included in prepayments for purchase of raw
materials, was an amount due from an associate of
RMB103,000 (2009: Nil) (Note 35).

Deposits included mainly the deposits amounting
to RMB197,320,000 for the futures contracts, for
trading of cotton in the active futures market.

BNHR - e REMEEARKE D F
BEROHRREE -

s AR B R 3R R Y R e
RAEIFRA - EARK103,000L (=2
NEF - ) (HEESS) °

ReTEBRHEANREARYE
197,320,0007T + AMEEHIE T35 MR
TER S e



For the year ended 31 December 2010 (All amounts in RMB)
BE_ZT-ZF+_A=+—HLFE FAELEAARKHE)

14. PLEDGED BANK DEPOSITS AND CASH 14. BB TEZRESRES
AND CASH EQUIVALENTS — GROUP ZEY - AXEERARQT
AND COMPANY

Group Company
AEEH ENE|
2010 2009 2010 2009

S5 ZTThEF —T-T5 ZTTNF
RMEB’000 RMB’000 RMB’000 RMB’000
ARMTFT ARETT AREFT AREFT
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Pledged bank deposits BIIPRITIF 35,231 15,899 - -
Cash and cash equivalents R4 NIRESEEY
— Cash at bank and in —RITRFERS 569,466 392,003 3,457 1,087
hand
604,697 407,902 3,457 1,087
As at 31 December 2010, the weighted average R-ZEBE—ZFF+_A=+—H  2&#H
effective interest rate on pledged bank deposits and SRITER N EMEFERZ NEFEHERF
other deposits was 0.4% (2009: 0.4%) per annum. REFF04%(—ZEZNF 1 04%) - B
The pledged bank deposits have maturities of 75 KR ITFER 2 FX AT H Bt
days at inception (2009: 75 days), and are used for 758 (TN : 750) - AR
issuance of letters of credit. FAAR o
Pledged bank deposits and cash and cash AR B B ¥ R B IR RITE R RIR
equivalents are denominated in the following S RREEEMET ¢
currencies:
Group Company
rEE PN
2010 2009 2010 2009

BB —ZTNF —B-BFE —TTNF
RMB’000  RMB’000 RMEBE’000  RMB’000
ARMTFT ARKETIT ARMTT ARETT

RMB AR 442,470 279,086 - -
uUsD ES 151,743 122,470 2,904 930
Hong Kong dollars (‘HKD”) #&7t([787T]) 1,583 2,346 553 157
Vietnam Dong (“VND”) trEE(EEED 8,804 3,957 - -
Others Ht 97 43 - =
-
604,697 407,902 3,457 1,087 §
>
Pl
Majority of the cash and cash equivalents are AEBH B & RE e FEYFRFERE L
deposited with banks in Mainland China. The RIT - AR EZEHRIBAEMD 2
conversion of the RMB denominated balances B DA K % & 5 B ) P BKFE 7R3 57 ~
into other currencies and the remittance of funds B A IR A 45 75 R NG B Il 2 4R Al I K
out of Mainland China are subject to the rules and R0l ©
regulations relating to foreign exchange controls L
promulgated by the Mainland China Government. "lﬁ'
A
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For the year ended 31 December 2010  (All amounts in RMB)
BE_Z-ZF+_A=+—HLFE (FASEAARKE)

Number of Ordinary
shares shares
R EE ZER
(thousands) HKD’000
(i) FAET
Authorised: ETE
Ordinary shares of HKD0.1 each SRO1BAEER
At 31 December 2009 R-ZBENER-Z—ZF
and 2010 +ZA=+—H 4,000,000 400,000
Number of Ordinary Share
shares shares premium Total
R E A EER B aME #et
(thousands) RMB’000 RMB’000 RMB’000
(FR) AREFT ARETT ARETT
Issued and fully paid: BEETRARE :
Ordinary shares of HKD0.1 &R0.1;8 TZER
each
At 31 December 2009 REZBBEAFR
and 2010 —E-ZH+ZA
Er=1[ 884,681 94,064 189,218 283,282

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 2010, no options have been granted
under this Share Option Scheme.

BEARNRR_ZEME+—A=-+—
ABBZBRREARR ARG EEM—
TEE MRS ([BEAERTR]) - REE
—E—NFt+— AL+ FHEENEE
W oo RIRBIETE AR ESA 2
ERBEAIAES £2F - ERSRE
HEm - BF - ANEERERE - B8
BREMRMTENEARER  I’RE
MRS BEBEE S EAARBERE - A
RERRARRG - EERTER T
B2 (WWREBHBEHEBIHMEH
RERYHABRMDUWTE  Ki)RE
ERHEH B RER S 8O
FHBERMY ARG FHKRTHE
R (i) mEE - 18T RENRER
BEME D BREZORNE N - EERE
ST &) I AR & B R B R 49 B9 T fm] E A BB A%
BB T AR EFTHERBIRERE
TERREA TEITHROEE AT
BRRIBARNE TR B EITRARI0% °
R-T—ZTFE+—_F=+—H HMEE
AEIER IR AR BB RS AT R S o



For the year ended 31 December 2010 (All amounts in RMB) ﬁ
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17. OTHER RESERVES AND RETAINED 17. HhRERREB &N —AKEE 9|
EARNINGS — GROUP AND COMPANY ¥ NN m
(a) Other reserves (a) HfbfEE -
Group rEH (o]
-
XL
Capital Statutory  Revaluation ~ Translation m
reservel)  reserves(i reserve reserve Total 0
BRGED  LERE0  ERRE 0 ENRE @it g
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 (72]
ARBTT ARBTR ARETL ARETL ARBTZ o
O
At1 January 2009 W=ZTNE >
—A—H 162,041 134,548 32,315 (7,688) 321,216 m
Transfer to statutory reserves BREATRE = 21,155 = = 21,155 i
Transfer from revaluation reserve  HIEfREEERE il
to retained earnings RE & §
- gross — 8% - = (2,662) = (2,662) 2
- deferred income tax (Note 20) —RIERTEH Qe
(Hi##20) - - 787 = 787 2
(/7]
At 31 December 2009 RZZZNE >
+-A=+-A 162,041 155,703 30440 (7688) 340,49 =]
=
At January 2010 noz-34 2
—A—H 162,041 155,703 30,440 (7,688) 340,496 -
Transfer to statutory reserves BRTITRE - 56,158 - - 56,158 »
Surplus on revaluation of buildings ~ Ef&ZIEF 7 Bk
—gross (Note 7) — BB (HiH7) - - 32,181 - 32,181
— deferred income tax (Note 20) — RIS
(Hrz220) - - (7,665) - (7,665)
Transfer from revaluation reserve ~ HERGRHEERZE
to retained eamings R &
- gross —1a%m - - (2,660) - (2,660)
— deferred income tax (Note 20) —BRFEM
(Hrzt20) - - 789 - 789
At 31 December 2010 RZE-TF
+-A=1+—H 162,041 211,861 53,085 (7,688) 419,299
Company ENE|
Capital
reserve()
B FEO
RMB’000 2
ARETFT =
2
At 1 January 2009 till 31 December 2010 R-ZBEZNF—A—HZE -
—E-ZF+-A=+—H 172,319 3
2
S
=
[l
*
L]
.FH
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#
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=
-




ﬁ For the year ended 31 December 2010  (All amounts in RMB)
e HE-ZTZTFT-_A=+—RHILFE (FELEUAARKEE)
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9| 17. OTHER RESERVES AND RETAINED 17. HhRERRB &N —AKEE
m EARNINGS —- GROUP AND COMPANY ) ¥ YNCIIE )
= (Continued)
(@] (b) Retained earnings (b) REEF
E' Group rEE
m
8 RMB’000
z AEET T
3
C At 1 January 2009 RZEBEZNF—H—H 623,884
;U, Transfer to statutory reserves LB N (21,155)
r_||1 Transfer from revaluation reserve to
o retained earnings HREHREERERBET
a — gross — 48 2,662
§ — deferred income tax (Note 20) —BIEFR1SEE (H7#20) (787)
P4
g 604,604
- Profit for the year FE AN 285,565
@ Dividend paid BERBRE (27,282)
b
E At 31 December 2009 R-BEZAF+-_A=+—H 862,887
m
é At 1 January 2010 RZZE—ZTF—HF—H 862,887
Transfer to statutory reserves RS AT HEE (56,158)
Transfer from revaluation reserve to
retained earnings HEGREERERBEF
— gross — 15 2,660
— deferred income tax (Note 20) —RIEFTSH(A75E20) (789)
808,600
Profit for the year F R 841,225
Dividend paid BEfRE (143,307)
At 31 December 2010 WZE—ZF+_A=+—H 1,506,518
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For the year ended 31 December 2010
HE-FT-THE+-A=t—HILFE

17. OTHER RESERVES AND RETAINED
EARNINGS — GROUP AND COMPANY
(Continued)

(b) Retained earnings (Continued)

(All amounts in RMB)
(P2 BEUARKEE)

17. HhRERREB &N —AKEE
S E NUNCINE))

(b) REHER(E)

Company NN
RMB’000
ARBTFIT
At 1 January 2009 RZZTNF—HA—H 32,140
Profit for the year FNmF 23,228
Dividend paid relating to 2009 —ZETNFENAEE (27,282)
At 31 December 2009 RZBEENF+_A=+—H 28,086
At 1 January 2010 RZZE—ZF—H—H 28,086
Profit for the year F R F 249,196
Dividend paid relating to 2009 and 2010 —ZEEHFER_-_ZE—ZFDNRE (143,307)
At 31 December 2010 R-E—ZTF+-_H=+—H 133,975

Notes:

U]

(ii)

The capital reserve represents the difference
between the amount of share capital issued and the
net asset value of the subsidiaries acquired under a
Group reorganisation 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.

At -

@)

(ii)

AERFEEEBETRABBEEN T
MESBEATRBENBRRINEEF
ERZEH -

RIBPBIARERMAZRP) - AARET
BRBERK S, I & 2 B N RIZRIRE %
HEREMER 2P - RE—Hok
Biigm A (IR BEFEER) 25E
- AT RENSEE ZRANE
N EFEMEARHI50% » BIEE T 1 Hi itk 1
o

AT RS IE R ARE SRR B A RS
18~ EFTARRAM B A B A E R IR N
HRAMTB R AR - ZESHBEMIBA
AR IR A ® EIARERBE - 18
A B8 2 B I S EUOAE R B R AR
MEA - IR A BRER AR A% L 1%
FRAITAI -
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For the year ended 31 December 2010  (All amounts in RMB)
BE_Z-ZF+_A=+—HLFE (FASEAARKE)

18. BORROWINGS — GROUP AND COMPANY 18. & —AKERAAT

Group Company
REE I/
2010 2009 2010 2009

—B-2F —_FTNF —B2-2F _FTIhF
RMB’000  RMB000 RMB'000  RMB’000
ARETT AREFT ARKTFRT AREFT

Current BP &R
Secured bank borrowings A1EiFR1TE & 126,801 75,099 - -
(Note (a)) (K17t (a))
Other bank borrowings ~ HR17EE 409,686 370,098 - —
(Note (b)) (K15#(b))
Unsecured bank IR TEE 73,425 262,672 70,421 262,672

borrowings (Note (c)) (K7t (c))

609,912 707,869 70,421 262,672
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Non-current JEENHA
Secured bank borrowings A1£iFR1TE & 150,681 97,603 - =
(Note (a)) (Hi7t(a))
Other bank borrowings ~ H/biR1TEE 85,956 8,277 - =
(Note (b)) (Hi7E b))
Unsecured bank EIRIRIRITEE 227,601 = 213,582 =
borrowings (Hiaz(c))
(Note (c))
Notes payable (Note (d)) FEft{E%0E 165,568 170,705 165,568 170,705
(H1:2(d))
629,806 276,585 379,150 170,705
Total borrowings BEeEEE 1,239,718 984,454 449,571 433,377
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For the year ended 31 December 2010
HE_T-ZTHF+-_A=1+—HIEE

18. BORROWINGS — GROUP AND
COMPANY (Continued)

Notes:

(a)

(b)

()

(d)

Bank borrowings of RMB277,482,000 (2009:
RMB172,702,000) were secured by the pledge of
the Group’s land use rights with a net book amount
of RMB52,134,000 (2009: RMB10,897,000) as at
31 December 2010 (Note 6); and the pledge of the
Group’s property, plant and equipment with a net
book amount of approximately RMB487,934,000
(2009: RMB435,021,000) as at 31 December 2010
(Note 7).

Other bank borrowings were secured by cross
corporate guarantees provided by certain
subsidiaries of the Group in the amount of
RMB495,642,000 (2009: RMB378,375,000) as at 31
December 2010.

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 banks in respect of the
provision of unsecured non-current bank borrowings.

As at 31 December 2010, notes payable represents
US$25 million (2009: US$25 million) guaranteed
notes, maturing in 2012. The notes payable bear
interest (i) at a fixed rate of 6.8% per annum from
July 2007 to June 2008, (ii) at various rates based
on a formula making reference to Deutsche Bank
Municipal Forward Rate Bias Index from July 2008 to
June 2009, and (jii) at fixed rate of 6.8% per annum
from July 2009 onwards.

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

(All amounts in RMB)
(A BEUARKEE)

18. BE - AKEREQE (2

g3

(@)

ANR#277,482,00070 ( Z T NEF A
R #172,702,0007T ) KR 1T {8 B AR
FER=Z—ZTF+_A=1+—HEEH
FE A ARES52134,000T( —2E N,
& AR%10,897,0007T) ) + 3t 5 F
#E(MiE6) I« RAKER=Z—
TFE+ A=+ HEEFENBAR
#487,934,000L( ZETNF : AR
435,021,0007T ) ¥ 2% - BB Rt
(MIRET) RO BRFREIE I ©

HiRITEEUAREEE THE A RR
HOR-_Z—TF+_A=+—BHEB
B AR#E495642,00070 (ZEFNE ¢
AR #378,375,0007T ) B X X A Al R
YERHH -

If%iﬂﬁ%$ﬁii%ﬂ%iaf¥? AR IE
BEBRMRTEE - DRIEASHEER

3Fﬂﬂﬁﬁi§ﬂ1ﬁ%m}m{ IRDBERFER
NRIEANEE0%

RZTE—TF+-_A=+—H " &
Hﬁ% AIE%E.JEA_E—:EQJ,HE
K9 25,000,000 % 7T (Z T T N F -
25,000,000 7T ) B R HE © FEHF
EHEHE()R-_ZTLFLAR-T
TNEFERNAREEFFH6.8%1E (i)
H-ZZTN\FLtAE-TTNFA -
B2 EEEERTHEEMRES RS
FRFEEEEFEHRXGTERNZE S
KErE s (i) B ZTENFt ARKEE
EFER6.8%:TH -

BENRAERATESE
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Group Company
AEHE ¥ /N
2010 2009 2010 2009

S5 ZTThEF —T-T5 ZTTNF >
RMB’000  RMB’000 RME’000  RMB’000 z
AR¥TT ARETTT AR¥®TrT AR¥FiT S
>
RMB AR 487,644 347,500 - - i
UsD ES 744,076 621,151 449,571 433,377 )
HKD BT 7,998 10,390 - = 5
VND HWREE - 5,413 - - S
o
1,239,718 984,454 449,571 433,377 ln;
|
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For the year ended 31 December 2010  (All amounts in RMB)
BE_Z-ZF+_A=+—HLFE (FASEAARKE)

18. BORROWINGS - GROUP AND 18. BE —AKERAAR (%)
COMPANY (Continued)
The weighted average effective interest rates per R B INEFHERERZMT -

annum at year end are as follows:

2010 2009
—Z2-%F —TTNEF

USD  RMBE  HKD VND USD RMB HKD VND

En ARW  Br HEE XT AR® BT BEE

Bank borrowings  $R1T{EE 45% 53% 21% - 31% 52% 15% 6.5%
Notes payable JENESRIE  6.8% - - - 6.8% = = =
At 31 December 2010, the Group’s borrowings were R-F—FF+_A=+—H  AKH
repayable as follows: BEMIHBEMT
Group Company
AEE AT
2010 2009 2010 2009

—E-Z25 ZTThNF =5 ZTTNhF
RMB’000 RMB000 RMB’000 RMB’000
ARMTFT ARETTT ARETFT AREFT
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Within 1 year 1FR 609,912 707,869 70,421 262,672
Between 1 and 2 years 15224 227,753 48,715 142,388 -
Between 2 and 5 years 254 402,053 227,870 236,762 170,705

1,239,718 984,454 449,571 433,377

The fair values of the borrowings approximate their BRTIR 2 EMIARE  NEER -
carrying amounts as at the balance sheet date, as BEZ AFERERAEBEES -

the impact of discounting is not significant.

The Group has undrawn floating rates borrowing AEBRBAZHEXEERENAR
facilities of approximately RMB254,809,000 (2009: #254,809,000C( — ST NF : AR
RMB172,036,000) which will be expired within one 172,036,0007T ) #7A —F A EN 8 o 71—
year. The facilities expiring within one year are FREMZRMEREN T ——FTMH
annual facilities subject to review at various dates HEERB 2 FERE -

during 2011.
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For the year ended 31 December 2010 (All amounts in RMB)
BE_ZT-ZF+-_A=+—HLFE (FAESEAARKE)

19. DERIVATIVE FINANCIAL INSTRUMENTS 19. T4 €@ T A FAKEEB R K

— GROUP AND COMPANY YN
Group Company
AEE ARE
2010 2009 2010 2009

—E-ZF ZZTNF —ZT-THF ZZTTNF
RMBE’000 RMB’000 RMB’000 RMB’000
ARKETFIT ARETT ARETFT AREFT

Interest rate swap contract F|Ei=HI& 4 241 305 241 305
(Note (a)) (Kiit(a))
Futures contracts MEESH(H b)) 33,228 = - =
(Note (b))
33,469 305 241 305
Non-hedging derivatives are classified as a current FERTETENEARBEESAE -

asset or liability.
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(@) The notional principal amount of the (@ R—ZE—ZTF+_A=+—H"
outstanding interest rate swap contract at 31 REEMNERIRHEO 2 R2ELS
December 2010 was RMB17,881,000 (2009: BHAARK17,881,000c (= F
RMB30,727,000). At 31 December 2010, the NEFE - AR M30,727,000 T ) ©
fixed interest rate was 1.86% (2009: 1.86%) RZE—TF+=-A=+—8 -
and the floating rate was with reference to B EFEA1.86% (Z T NF ¢
London InterBank Offered Rate (“LIBOR”). 1.86%) * MFENERTIZERAR

TREFE([RBRITRZERE D)
FTE -

(b) At 31 December 2010, the futures contracts (b) R=ZZE—ZFF+_A=+—H H
represented the futures trading for cotton in the BEAERERIE TS Z 18
active futures market. (2009: Nil) BRS o (ZEENF : &)
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ﬁ For the year ended 31 December 2010  (All amounts in RMB)

a BHE_ZT-TFE+_A=+—AHLEFE (FrESBEUARKEE)
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9| 20. DEFERRED INCOME TAX — GROUP 20. IEEEFTEH — A KB

m The analysis of deferred tax assets and deferred EERIBEERBEHIEEE 2T

= tax liabilities is as follows: S 8

(@]

= 2010 2009

m —E-FF —ETNF

8 RMB’000 RMB’000

% AREF T AR¥TT

(@)

C Deferred tax assets: EEFTEEE

;U, — Deferred tax assets to be —iiBiB12@ A=z

H recovered after more than BIEFHIEEE

O 12 months 15 52

] — Deferred tax assets to be — 71218 A Adk[E 2

§ recovered within 12 months BETRIEEE 24,415 2,549

Z

g 24,430 2,601

=

g Deferred tax liabilities: EEREAE

H — Deferred tax liabilities to be — @128 A&k B 2

4 recovered after more than BEFIEAE

g 12 months (38,929) (16,349)

5 — Deferred tax liabilities to be — 1218 A AYE 2

(2] recovered within 12 months ELERIEEE (10,346) (7,788)
(49,275) (24,137)

The movements in deferred tax assets and liabilities RERBELEHBEBEERBEEBNT ¢

during the year are as follows:

Deferred income tax assets: BIEFBHEE
Temporary
Tax losses differences Total
BEEE ERER #5t
RMB’000 RMB’000 RMB’000
4 ARBFT ARETFT AREFT
m
x
§ At 1 January 2009 RZEZNF—HA—H 539 4,316 4,855
2 Charge to the consolidated
Ul income statement RERE BmKR IR (490) (1,764) (2,254)
d
r
5 At 31 December 2009 and RZZEZNF+=A
o 1 January 2010 =+—HK
: —2—-ZF—H—H 49 2,552 2,601
= (Charge)/Credit to the
=l consolidated income RirBEEER(NR),/
° statement HA (49) 21,878 21,829
H
=
% At 31 December 2010 R_E—ZTF+_A
bid =+—H - 24,430 24,430
a
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>
i

-
=y
(--]



For the year ended 31 December 2010

(All amounts in RMB)

BE_Z-ZHF+_A=t—RALEFEE FAELFAAREE)

Deferred income tax liabilities:

At 1 January 2009
Reversal relating to additional

R-ZEENF—A—H

depreciation
Withholding tax relating to

unremitted earnings of

subsidiaries

At 31 December 2009 and

BRARIMTE 2 K

A A B AR RER
BB

RZZENE+-A

1 January 2010 =+—BAKk=ZE-ZF
—A—A
Taxation charged to equity
in relation to the revaluation of ~ EEEFEMEMAEZ
buildings (Note 17) MR 2 BIA(HE17)
Reversal relating to additional
depreciation BRABIMTE 2 # 1
Withholding tax relating to
unremitted earnings of BB A RRER
subsidiaries AR AT
At 31 December 2010 RZE—ZF+-HA

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 2010, the
Group did not recognise deferred income tax assets
of RMB765,000 (2009: RMB71,000) in respect
of losses amounting to RMB3,059,000 (2009:
RMB282,000) that can be carried forward against
future taxable income.

Deferred income tax of RMB789,000 (2009:
RMB787,000) was transferred from other reserves
(Note 17) 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.

RIEFTSTRBME -

Withholding
tax
relating to
unremitted
earnings of
subsidiaries
Revaluation HEMELQR

of buildings KEZFIH Total

BFEM M et

RMB’000 RMB’000 RMB’000

ARETT ARETFT ARMETFT

10,355 9,818 20,173

(787) - (787)

- 4,751 4,751

9,568 14,569 24,137

7,665 - 7,665

(789) - (789)

- 18,262 18,262

16,444 32,831 49,275

BEFTSREEDMEE 2 FRIAEIERE
R WA AIALB B AR 2 R R T
BRBERBREAR R _T—TF
+ZA=+—8  AEBWEHB KA
SR FE A AR U A B9 AR #3,059,000 7T
(ZZZTNF : AR%E282,0007T) E5iERE
RIELEFTSHEE AR 765,0007T(=
TENF - ARBET1,0000T) ©

ARKET789,000L(ZEZTNF : ARKE
787,0007T ) MR FEPTIS L TY i EL A 4
(17 BRERBEN - BARBF
MERITEZRBEETNELKATE
EAERITE 2 MR ZRAELENIR o
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For the year ended 31 December 2010  (All amounts in RMB)
BEZT-ZF+_A=+—HLFE (FAEAARKE)

21. TRADE AND BILLS PAYABLES -
GROUP

21. ENESREERE4XEEH

2010 2009

—E-FF —ZTNEF

RMB’000 RMB’000

AREFT ARMFor

Trade payables FERTE 5 R0E 155,443 243,267
Bills payables R EERTE 703,959 267,335
859,402 510,602

As at 31 December 2010, included in the trade
payables was amount due to an associate of
RMB50,000 (2009: RMB2,010,000) (Note 35).

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

R-ZZ—ZTFE+-_F=+—8 8EFER
FERTE SR IE AN — BB L R F 58
AR¥50,000T( —ETNF : AR

2,010,0007T) (FF5E35) °

RNEZEFRERR(BERN—HES
RN R 2R ZBREDITANT

2010 2009

—ZT-EF —ZTTNF

RMB’000 RMB’000

AR¥TT AR¥TFr

Within 90 days 90BN 634,853 326,513
91 to 180 days 91H%£=180H 218,025 180,288
181 days to 1 year 181HE14F 4,646 1,324
Over 1 year —FLAE 1,878 2,477
859,402 510,602

Trade and bills payables are denominated in the

ATEIEETRE BN E S R RIEHIA

following currencies: W

2010 2009
—E-%F —ETNF
RMB’000 RMB’000
ARBTFTT AEETT
RMB ARE 325,846 171,170
uSD ETT 524,250 330,700
Vietnam Dong W& 9,306 8,732
859,402 510,602
The fair values of trade and bills payables ERNESREREFEZ ATEHEER®T

approximately their carrying amounts. {BEE o



For the year ended 31 December 2010 (All amounts in RMB)
BE_ZT-ZF+_A=+—HLFE (FAESEAARKE)

22. ACCRUALS AND OTHER PAYABLES - 22 EREARHMEMSERR—F
GROUP AND COMPANY EERAEAAT
Group Company
AEEH AT
2010 2009 2010 2009

—E-ZF ZETNF —ZT-THF ZZTTNF
RMEB’000 RMB’000 RMB’000  RMB’000
ARMTFIT ARETT AREFT AREFT

Accrued wages and FEET L& KB

salaries 76,436 40,371 2,764 26
Interest payable FERHF S 7,717 6,591 6,607 6,157
Accrual of operating FEEHE &R

expenses 36,700 19,419 867 1,031
Deposits from customers ~ EFix4 46,384 45,655 - =
Payables for purchase HBEME  BE KK

of property, plant and HIERERK

equipment 240,691 104,653 126,432 77,791
Other payables E A EERR 60,991 57,230 11,723 =
Tax payables other than & {718 (Fh B ARE

Mainland China TEFBRERIN)

enterprise income tax 7,614 8,822 - -
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476,533 282,741 148,393 85,005
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For the year ended 31 December 2010  (All amounts in RMB)
BE_Z-ZF+_A=+—HLFE (FASEAARKE)

23. OTHER INCOME AND LOSSES, NET 23. HR AR &S - B
2010 2009
—=-%F  —EEAF
RMB’000 RMB’000

AREFT ARETIT
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Other income HAB YA
Subsidy income G ON 49,517 15,077
Government grants relating to EHBEE NS
the relocation of a subsidiary AR Z BT B - 2,624
Re-investment incentives based on  LAR PS5 HE
income tax paid ZEIMREEE - 983
Others Hth - 1,986
Total other income Hap g A\ 858 49,517 20,670
Other losses HibEia
Derivative financial liability BATEFAB® LT
at fair value through profit or loss: FERBE :
— Unrealised loss —REBEEEE (33,532) (305)
— Realised loss —-EEREE (8,180) (1,605)
Net foreign exchange losses
(Note 28) (& 5 518 5 5 (417728) (2,742) (1,481)
Others HAh 5,162 2,290
Total other losses Hibgsig e (39,292) (1,101)
The subsidy income mainly related to incentives for B U A = 22 BA A R B A BRI N BE R B
development in Xuzhou, Mainland China and grants EEZ7EERBNEED NISER LT
provided by municipal governments based on the BReHERE 2 2B -

amounts of value added tax and income tax paid.
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For the year ended 31 December 2010 (All amounts in RMB)
BE_ZT-ZF+_A=+—HLFE (FAESEAARKE)

24. EXPENSES BY NATURE 24. AR (REESHE)
2010 2009
—T-%E  ZPEAF
RMB’000 RMB’000

AREFT ARKTT

Changes in inventories of finished BN MR M EEE)
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goods and work in progress (262,003) 28,966
Raw materials and consumables used #FE R E K EFER 3,767,502 2,877,017
Employment costs, including directors’ € a4~ - B EE EHI4

emoluments (Note 25) (B17t25) 391,074 313,160
Depreciation and amortisation e R (M6 K7)

(Notes 6 and 7) 144,468 123,113
Loss on disposal of property, HEME - BEK

plant and equipment (Note 33) RAEEE (M 33) 4,014 2,714
Office expense LN 24,763 20,239
Utilities &) ) MR 241,017 226,147
Transportation Ed 90,291 90,114
Auditor’'s remuneration ZEEB S 5,475 4,097
Lease rental expense for buildings EFREEHESRY

and machinery 12,974 11,903
Reversal of impairment of trade FEUE 5 FIR R E R

receivables (Note 12) (Biat12) (1,672) (4,294)
Provision for/(reversal of) inventory — [RETF &R (#@)

obsolescence (Note 11) (KizE11) 581 (9,393)
Other expenses HEAY 78,302 61,526
Total cost of sales, selling and SHERKRA - SHERDH

distribution costs and general and FSZ A R — R AT

administrative expenses F> 258 4,496,786 3,745,309

25. EMPLOYMENT COSTS, INCLUDING 25. EERAE > BREEEME
DIRECTORS’ EMOLUMENTS
2010 2009
—E-FF —ZETNEF
RMB’000 RMB’000

AREFT AR¥TT

Wages, salaries and bonuses TE& - HMRIEA 343,654 269,880 z
Pension costs — defined contribution  :ERk& Az — B EkEt =
plans (Note (a)) El(Hi5t(a)) 28,862 27,286 >
Other welfare benefits (Note (b)) HAEH (A aE b)) 12,478 10,249 Pl
Other employment benefits HthE B 1@ H 6,080 5,745 3
2

391,074 313,160 N
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N BYHEE¥WYHY aILIN dNOHS JTILXIL ONOHXAL

For the year ended 31 December 2010
BE_ZT-ZF+_A=+—HLEFE

(All amounts in RMB)
(FIBESBEUAREE)

Notes:

(a)

(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 14% 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 2010, the Group
contributed approximately RMB20,275,000 (2009:
RMB19,881,000) 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, subject to a cap of HK$1,000 per month.
During the year ended 31 December 2010, the
Group contributed approximately RMB76,000 (2009:
RMB76,000) to the MPF Scheme.

As stipulated by rules and regulations in Vietnam, the
Group contributes to stated-sponsored employees’
social insurance scheme for its employees in
Vietnam. The Group contributes to the scheme at
a rate of 20% of the employee’s salary. The stated-
sponsored social insurance scheme is responsible
for the entire obligations payable to retired
employees. During the year ended 31 December
2010, the Group contributed approximately
RMB8,511,000 (2009: RMB7,329,000) to the
aforesaid state-sponsored social insurance scheme.

Other welfare benefits

All of the Group’s employees in Mainland China
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
2010, the Group contributed approximately
RMB12,478,000 (2009: RMB10,249,000) to these
plans.

Rt -

(a)

(b)

BhE—FREMKTE
RIBEPBEAERAFARRTE - AEEH
EAEPEAMEESLEBRREHHR
ERFRRAE - AEEREERIES
ERRIREEELRFH ©H14%E22%
R7%Z8%ELHAK(FTALR) » thE
HEBMBRAHATE - RILEFEHER
N REEUHHAMERRARS I B
RN REF A BEBEEMAE R
KEEMMERKEZHBMHBERE
BhiRREtEIAE - REBEZE-_T—ZF
+ZA=+—RHLFE  A&EEMRLE
MEREERAKEDBEROAR
#20,275,000 T ( ZZTZENF : AR
19,881,0007T) °
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B AEBRARBESFEHRNHARE
76,0007 (=TT NF : ART76,000
JT) ©
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HF © AR¥E7,329,0007T) °
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For the year ended 31 December 2010 (All amounts in RMB)
BE_ZT-ZF+_A=+—HLFE (FAESEAARKE)

26. DIRECTORS’ AND SENIOR 26. EERSREEEMS
MANAGEMENT’S EMOLUMENTS
The remuneration of each director of the Company BE_Z—ZTF+_A=+—HIt&FE
for the year ended 31 December 2010 is set out N TARNRBLESHBMSOT -
below:
Employer’s
Dis- contribution
cretionary Other  to pension
Fees Salaries bonuses benefitst) scheme Total
Name of Director EEng EXERK

g ¥&  BERA  RUER  HBER st
RMB'000  RMB'000 ~ RMB'000  RMB'000  RMB'000  RMB000
ARRFR ARHTT ARBTT AREFZ ARMTT AREFZ
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Executive directors B7EE
Hong Tianzhu HRR - - 851 838 - 1,689
Zhu Yongxiang Rk - 783 3,325 19 26 4,153
Gong Zhao R - 382 1,191 4 7 1,584
Tang Daoping T - 394 3,125 9 12 3,540
Independent non-executive BUFHTES
directors
Ting Leung Huel, Stephen TRIE 204 - - - - 204
Cheng Longdi 2R 102 - - - - 102
Zhu Lanfen KRS 102 - - - - 102

408 1,559 8,492 870 45 11,374

The remuneration of each director of the Company #HZ-ZZAF+-A=+—HI-FEENT
for the year ended 31 December 2009 is set out ARRBHLESHBMDIT

below:
Employer’s
Dis- contribution
cretionary Other  to pension
Fees Salaries bonuses benefits() scheme Total
Name of Director EEng EXRHK
e ¥&  BERL  AMEA  HEAR @zt
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ANRETT ARETT AREFT AREFrT AREFT
Executive directors H17EF
Hong Tianzhu HRR - - - 983 18 1,001
Zhu Yongxiang Rk - 591 2,154 12 18 2,775 >
Gong Zhao BB - 217 436 12 18 743 §
Tang Daoping maT - 296 1,608 12 18 1,934 §
2
Independent non-executive BUEHIES &
directors 8
Ting Leung Huel, Stephen TRE 170 - - - - 170 ]
Cheng Longdi BER 73 = = - = 73 o
Zhu Lanfen PSS 73 - - - - 73 g
316 1,164 4,198 1,019 2 6,769 L
*
4
s
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H

=
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For the year ended 31 December 2010
HE-FT-THE+-A=t+—HILFE

(All amounts in RMB)
(FrESBUAARKHE)

26. DIRECTORS’ AND SENIOR 26. EEREREEEME @)
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MANAGEMENT’S EMOLUMENTS
(Continued)

Note:

(M)

Other benefits mainly represent housing allowance
and other social security benefits.

None of the directors waived any emoluments during the
year ended 31 December 2010 (2009: Nil).

(@)

(b)

Five highest paid individuals

The five individuals whose emoluments were the
highest in the Group for the year include four (2009:
four) directors whose emoluments are reflected in
the analysis presented above. The emoluments

Wizt -
() ROEHEEREEPMERMGUER
R -

REBE_Z—TF+_A=+—HIEFELE
EERRUBEAHES(CETNF : F) ©

(a) EUESHFMAL
WAFE  AEBRUHSHFMALE
PO ZFTAF - O AES - H
e R EX2FNND T AR - BN
FHRT(ZFBAF : —D)ALZ

payable to the remaining one (2009: one) individual is BT
as follows:

2010 2009
—E-ZF —ZZEThF
RMB’000 RMB’000
AR¥TFIT AR¥TrT
Basic salaries and allowances BEARE® K2 523 161
Bonuses TEAT 1,037 545
Pension cost — Defined contribution plan  iRK&HA—REHFE 2 10 11
1,570 717

During the year ended 31 December 2010, 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 (2009: Nil).

(b) BE—_T-—ZEF+_A=+—HLF
B ARRAEERAEAEETLALRS
FMA LN EMME - ER/IMARR
MARE B 7 BE) R A RER A (E

(CTEAF:T) -

27. FINANCE INCOME AND COSTS 27. BIBKWARER
2010 2009

—E-ZF —TENF
= RMB’000 RMB’000
x ARMFIT AREFT
o
=z
@ Interest expense — bank borrowings S5 — AR EF RN
m wholly repayable within five years HEBZRITEE 70,449 52,243
= Less: amount capitalised in property, & : ¥% - BENMREE
m plant and equipment (Note 7) NMee s (Hat7) (126) (1,631)
2
(5]
< 70,323 50,612
= Exchange gain on financing activities &8 & )& B FT1SE & s
= (Note 28) (H1#£28) (23,965) (1,476)
m
o
W Finance costs — net W ER— ¥ 46,358 49,136
=
5
B Finance income — interest income BATSUA — SRATIF3RFILE.
on bank deposits A (2,792) (3,985)
af
S Net finance costs B 7% B H AR 43,566 45,151
i




28.

29.

For the year ended 31 December 2010
HE_T-ZTHF+-_A=1+—HIEE

(All amounts in RMB)
(B BEUAREE)

NET FOREIGN EXCHANGE (LOSSES)/ 28. [EH (F518), W FEHE
GAINS
The exchange differences (charged)/credited to REREBERGAR) FHAZIER 28
the consolidated income statement are included as BIEATIER :
follows:
2010 2009
i —TTNF
RMB’000 RMB’000
AR®FT AREFT
Other losses — net (Note 23) H A EIE — F 8 (M:223) (2,742) (1,481)
Finance costs (Note 27) WIS B R (H727) 23,965 1,476
21,223 (5)
INCOME TAX EXPENSE 29. FfT SHX
The amount of income tax charged to the RGBT NG EHSEMmT
consolidation income statement represents:
2010 2009
— —TTNF
RMB’000 RMB’000
ARMTFT ARMFT
Mainland China enterprise income tax F1E A 2SR
— Current tax on profits for the year — — 4 EBIEAR|1SH: 113,556 26,210
— Adjustment in respect of —REFERE
prior years (161) (162)
Deferred income tax (Note 20) EEFTSH (A17220) (4,356) 6,218
109,039 32,266
(i) Hong Kong profits tax (i) BBREH

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 (2009: Nil).

AR ARERFAREEREINE
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For the year ended 31 December 2010  (All amounts in RMB)
BE_Z-ZF+_A=+—HLFE (FASEAARKE)

Subsidiaries established in Mainland China
are subject to EIT at rates ranging from 22% to
25% during the year (2009: 20% 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 the 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 25% (2009:
25%). As approved by the relevant Tax
Bureau in Vietnam provided that at least
5,000 employees are regularly employed, the
subsidiary established in Vietnam is entitled
to four years’ exemption from income taxes
followed by nine years of a 50% tax reduction
and is entitled to preferential income tax rate
of 10% for 15 years, 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 (2009: Nil) as year 2008 is the
first profit making year after offsetting prior
years’ losses.

The subsidiaries established in Vietnam is also
entitled to an alternative tax incentive based on
its location in the Nhon Trach Industrial Zone
with a preferential tax rate of 15% of 12 years
which includes three years’ exemption from its
first profitable year and a 50% reduction for the
subsequent seven years.

T AR B K B RS2 2 Y BB R R 4R
N7RHE22% Z 25% ( — T T4 ¢
20%E25% ) Z TR FIH XS
w3 o

BRI (PEDREFERARS - A
DA BIRFERC L 2 A E AP
BRARARINABERE  ERE
BRANPBEKRMEINE R BT
ERARRE - MISH P BEARRE
MRz e ARENEEMEB
EFEERBZMARIHHERER
BREEENFEX_FTN\F—A
—HERARFEERE)  28EE
PRSI - 2 =FRIER TR
FEE-

AR R S 2 T B X B 2 42 25%
(ZZ2E2NF : 25%) 2 TR
AT - RBERZZMBRRIE
B 2 ARG RIE - FRE
B’A&L50005EE  BENVIE
WA EEFREABZBEREHE
ENEER  RBMEHNS &
BhFARBRERLES  LFF
10%EBBAEHREASE - AR
TR N\ELEEBEFREZER
REEEMNFE - HAEERFA
ER@BEMER(ZFETNF

).

=

BRI Z B A R Rl R A
MREETIXERMZEESI
MBEE  12FANEEREL
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For the year ended 31 December 2010

(All amounts in RMB)

BE_Z-ZHF+_A=t—RALEFE FAELFAAREE)

The Company was incorporated in the Cayman
Islands as an exempted company with limited
liability under the Companies 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 or the Business Companies Act, 2004 of
the British Virgin Islands and, accordingly, are
exempted from payment of British Virgin Islands
income tax.

The subsidiary established in Macao is subject
to income tax rate of 9% (2009: 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
(2009:Nil).

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

Profit before income tax, after
excluding share of profit of an
associate

Tax calculated at domestic tax
rates applicable to profits of the
respective subsidiaries

Effect of tax exemption/reduction

Expenses not deductible for tax
purposes

Tax losses for which no deferred

income tax asset was recognised

ERFTS T AT 7
(REHNBR FE(h B

AR

AR AR E A R
A 2 B AR

SHEZHIA
BIE#H R, ez T8
NRIHHFAX

RETERBIEPTISTH
BEZVIERE

Adjustment in respect of prior years @EFEEFHE
Withholding tax relating to unremitted5 /& 2 & Ak FE £+

earnings of subsidiaries

BN IEHI

ARBRBFREHEARENFE
HEEMRZRERCER AR
FtE RSB BMEH

AR FRRBEL BB 2 B
DAY SRR B S B
ARER - TEMEFLA T LR
FARST S R R A B S
FiS Tt -

FOBPIPKSL 2 KB A BRI 9% (—
TTNF  9%) REZBNAF
B o R AN BN F AR SR
SACRPIERIVERBUR N - BURE
HRFINERIELBEE(ZETH
F:F)-

N2 B BR PS5 AR A1 A9 B R ER AR
BEANGAER RN NETS
MEFE 2 EReBE IR - 2240
T

2009
—ETNEF
RMB’000
ABEBTFT

317,545

58,084
(30,996)

518

71
(162)

4,751

32,266
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For the year ended 31 December 2010  (All amounts in RMB)
BE_Z-ZF+_A=+—HLFE (FASEAARKE)

29. INCOME TAX EXPENSE (Continued) 29. FRSHiM% =)
(iv) Other income tax (Continued) (iv) BEMFrBsHidE)

The weighted average applicable tax rate was BRAMNIMETFEHEH18%(ZF
18% (2009: 18%), which is the same as in TNEF 1 18%) - BT ENHEMA -
2009.

During the year ended 31 December 2010, HE_ZT-ZEF+_HA=+—HB1Lt
the Group did not share the income tax of its FE  AEEVESBHEBKEE N
associate company (2009: Nil). e (ZZTNF : F) o

30. PROFIT ATTRIBUTABLE TO EQUITY 30. A F BB AR
HOLDERS OF THE COMPANY
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The profit attributable to equity holders of the RARIREREAEBGRINARE
Company is dealt with in the financial statements 249,196,000 L (ZZEZT N & : AREK
of the Company to the extent of approximately 23,228,000t ) B 5 AR & B 15 ) &%
RMB249,196,000 (2009: RMB23,228,000). A e
31. EARNING PER SHARE 3. BRER
(a) Basic (a) E=X
Basic earnings per share is calculated by BIRERBFAR A RIRERFE A
dividing the profit attributable to equity holders EAEHEFBRAFABE BT RR 2
of the Company by the weighted average e EETE -
number of ordinary shares in issue during the
year.
2010 2009
—E-ZF —ZTNEF
RMB’000 RMB’000

AREFT ARETIT

Profit attributable to equity holders A RIS ER A AFE(S

of the Company (RMB’000) wAH(ARBTT) 841,225 285,565
Weighted average number B BT mARNET

of ordinary shares in issue E(ATFED)

(thousands) 884,681 884,681
Basic earnings per share BRERZF (FR

(RMB per share) ARHETT) 0.95 0.32

(b) Diluted (b) #8

Diluted earnings per share is the same as the AR R EEHR D - WER
basic earnings per share since the Company BERNEGRERZFIHER -

does not have diluted shares.
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For the year ended 31 December 2010 (All amounts in RMB)
BE_ZT-ZF+-_A=+—HLFE (FELEAARKHE)

32. DIVIDENDS

The dividends paid in 2010 and 2009 were
RMB143,307,000 (HKDO0.185 per ordinary share)
and RMB27,828,000 (HKDO0.035 per ordinary share)
respectively. A dividend in respect of the year ended
31 December 2010 of HKDO0.17 per ordinary share,
amounting to HKD150,396,000 (equivalent about
RMB127,054,000), is to be proposed at the annual
general meeting on 18 April 2011. These financial
statements do not reflect this dividend payable.

32.

RE

—ETFER_TTNEHBITMEE
AR #5143,307,0007T (B E 38 %0.185
BT) R AR 127,828,000 (A% @
f%0.035%8 ) c BHE-_T—ZTF+_8
=+ HLEFEZERLEROATHET
2 M& B 4150,396,000% 7T (FEZE KA
R #127,054,00070) * K ABER=Z
——FMHA+N\BROTZBRERBFAS
FEBESTIR - XM MR T EZEN
BB o

2010 2009
S “TThF
RMB’000 RMB’000

AR¥FT AT T

Interim dividend paid of HKDO0.11 FRLEREA T ERE
(2009: HKDO.035) per ordinary share 0.1180( =T N4F :

0.035/87T) 84,938 27,282
Proposed final dividend of HKD0.17 ~ Z:# &S EK0.1787T
(2009: HKDO0.075) per ordinary share RHEIRE B (—ZES4F -
0.075%7T) 127,054 58,369
211,992 85,651

The aggregate amounts of the dividends paid
and proposed during 2010 and 2009 have been
disclosed in the consolidated income statement
in accordance with the Hong Kong Companies
Ordinance.
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For the year ended 31 December 2010  (All amounts in RMB)
BE_Z-ZF+_A=+—HLFE (FASEAARKE)

33. CASH GENERATED FROM 33. REFELZRSE
OPERATIONS
2010 2009
—E-%F  —FTTAF
RMB’000 RMB’000

AREFT ARKTT

Profit before income tax bR F S8 Al E A 950,173 317,831
Adjustments for: FEEZIEER
— Amortisation and depreciation — AT E 144,468 123,113
— Share of profit from an associate ~ — S A T F (8,702) (286)
— Loss on disposal of property, —HEWE - BEX
plant and equipment and land R ff Mo b f A AE
use rights (note) BB (H ) 4,014 2,714
— Finance costs — net —WBER—F58 43,566 45,151
— Fair value loss on derivative —PTEEMIARNTE
financial instruments E5i8 33,532 305
— Realised fair value change on —SRMITADERAYF
financial instruments (ER=ED) (368) (7,915)

Changes in working capital (excluding &:@8& 228 (44 KEE
the effects of exchange differences 2 [E X =5 L
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on consolidation): KRN
— Inventories 3] (672,196) (24,629)
— Trade and bills receivables —EWE P REBFIE 31,146 28,648
— Prepayments, deposits and other ~ —FBf71E « & &
receivables H At FEULER R (383,185) (24,842)
— Trade and bills payables —ENE 5 REERFIE 348,800 (120,466)
— Accruals and other payables —TEIRE A R H R
BRIX 56,628 49,690
Cash generated from operations KEFEECZRE 547,876 389,314
Note: st -
In the consolidated cash flow statement, proceeds REFERERER - HEWXK - BERRED

from disposal of property, plant and equipment: FSHURELE -

2010 2009
—g-%F —TEAS
RMB’000 RMB’000

ARMETFT ARETTT

Net book amount (Notes 7) EEEE(MZ7) 12,994 5,282
Loss on disposal of property, plant and HEME  BEREEEER
equipment (4,014) (2,714)

Proceeds from disposal of property, plant HEYE - FE & RG1SHE
and equipment 8,980 2,568
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34. COMMITMENTS

(a)

(b)

For the year ended 31 December 2010 (All amounts in RMB)
BE_ZT-ZF+_A=+—HLFE (FAESEAARKE)

Capital commitments (a)
Capital expenditure at the balance sheet date
but not yet incurred is as follows:

34, &I

BAEE
REERNERRAX (BRES) N
T

2010 2009
—z-®F  ZFEAE
RMB’000 RMB’000

AREFT AT T

Property, plant and equipment M - BB KR
Contracted but not provided for B ET B R BHE 191,663 225,331
Lease commitments (b) FHEAIE

The Group leases various land, offices and
warehouses under non-cancellable operating
lease agreements. The future aggregate
minimum lease payments under non-
cancellable operating leases are as follows:

AEBERBETIAIBEHECEHE R Z
MAE RN L  HRAERE
[E o R A BIHGEHE 2 RE
RIEEERBELEMOT

2010 2009
—E-FF —ZETNF
RMB’000 RMB’000

ARKTT ARKTT

No later than 1 year —FR 3,417 4,324
Later than 1 year and no later than —4FEEZRFR
5 years 7,582 7,983
Later than 5 years AFE 64,851 73,402
75,850 85,709
Representing: ¥
Land use rights b e 73,346 83,303
Property, plant and equipment M - BB REE 2,504 2,406
75,850 85,709
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For the year ended 31 December 2010  (All amounts in RMB)
BE_Z-ZF+_A=+—HLFE (FASEAARKE)

35. BREB TN 5
iR — 7 AL B B SR R 5 — oK
ERBREERE S AR RS (TEE
AE BN - AR RN - MEES
HEIEH] - TR AR -

35. RELATED-PARTY TRANSACTIONS
Parties are considered to be related if one party has
the ability, directly or indirectly, control the other
party or exercise significant influence over the other
party in making financial and operating decisions.
Parties are also considered to be related if they are
subject to common control.

The related party that had transactions with the HEAREEEITRSNE@E T :

Group is as follows:

Name of related party Relationship with the Group

BEEER BAKENER
Nantong Textile Group Co., Ltd. Associated company
MR BB AR R AR kSN
(a) Transactions with the related party (a) EEREEL MRS
2010 2009
—E-EF —ETNF
RMB’000 RMB’000

AREFT AR¥TT
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Sales of goods HES M - 1,834
Purchases of goods BEEm 33,308 33,092

ETHEBEEFGEHEY a3LINT dNOYD ITILXIL DNOHXIL
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In the opinion of the Company’s directors and
the Group’s management, the above related
party transactions were carried out in the
ordinary course of business, and in accordance
with the terms of the underlying agreements
and/or the invoices issued by the respective
parties.

ARBEERAEENEREERR
it ERRERE T MR 5 TI I B RS
B2 AR EAERE BRI IR K,
MBS T HHNBERET



35. RELATED-PARTY TRANSACTIONS

(Continued)
(b) Balance with the related party

For the year ended 31 December 2010
HE_T-ZTHF+-_A=1+—HIEE

(b) EEBARRT HVARER

(All amounts in RMB)

(FAETRUAARKEHE)

35. R A MR F @)

2010 2009
—E-ZF —ETNF
RMB’000 RMB’000
ARMTFT AREFT
Prepayments for purchase of raw & (< BB 5 1 R A4 HHR
materials to a related party FETAR R 103 =
Trade payable to a related party &Il 5 KE 53808 50 2,010
The balances with related parties are EREAEE VAR EIER 28 K
unsecured, non-interest bearing and are AR—FNEE -
repayable within one year.
(c) Key management compensation (c) EEEHEEZHM
2010 2009
—E-2F —EENEF
RMB’000 RMB’000
ARYMTFT AREFr
Salaries, wages and bonuses N - TE&E RIEAL 14,319 7,412
Pension cost — defined contribution R K& pk A—FR EHR
plan FTEl 103 123
Other benefits HiaF 843 1,028
15,265 8,563
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For the year ended 31 December 2010
BE_ZT-ZF+_A=+—HLFE

(All amounts in RMB)
(FIESBEUAREE)

On 11 January 2011, the Group entered into a
Agreement with Deutsche Bank in connection with
the issue of USD200,000,000 senior notes (“Notes”)
at the rate of 7.63% per annum. The Notes will be
repayable in whole on 19 January 2016.

The Group intends to use the proceeds of the
Notes as follows: (i) approximately USD68,000,000
(equivalent to approximately RMB450,344,000) will
be used to repay part of its existing indebtedness
including the USD43,000,000 (equivalent to
approximately RMB284,776,000) syndicated
loan and the USD25,000,000 (equivalent to
approximately RMB165,568,000) guaranteed notes
due in 2012, and (ii) the remaining portion of the
proceeds will be used to supplement the Group’s
funding for its capital expenditure plans, including
the expansion of its production facilities, and
provide funding for its other corporate purposes.

As at the reporting date, the Notes have been issued
and listed on the Singapore Exchange Securities
Trading Limited. Repayment of the indebtedness as
mentioned in (i) above have been made up to the
reporting date.

The following is a list of the Group’s principal
subsidiaries, which are unlisted, at 31 December
2010:

Place and date of

RZB——%—F+—H ~"EEHEE
BERITAIL—RIHE - AREBHT
200,000,000 TTHZF #7.63% 51 B H)E
EEBR(RE]) - FBEER T —RF
—ATHBEBEE -

AEERERAZR ZFBRBEATA
#% : (1)#768,000,000% T (MAERHAR
#:450,344,0007T) 1§ FA{EEEE IR
BET - H& B 3543,000,0003% 7T (17
LA AN R#284,776,0007T ) IREE
% 25,000,000 T (HERHARE
165,568,0007T ) #] — = — — & 2| HJ #E (R
= R(i)FTEFESH S BIE/ A
EEEARALE(RERETHELEER
MINES  RAHEMAREHNREE
@ o

K& AH - RIRE KBTI INK
BHERPAARAE LT - BEREH
i EXH()VEFMMEBEEE °

TRINTEAEER-_Z-FF+_H
=t+—BHERFLEMHBAR :

Particulars of issued

incorporation and form

Principal activities

share capital or

of legal entity and place of paid-in capital
Name FME Lt E R B operations BETRASIHAN  Interest
% EEREER TEXBREELY RAFHE 173
Directly held-
EERE—
Texhong Textile Holdings British Virgin Islands Investment holding in 100 ordinary shares 100%
Limited 26 May 2004 British Virgin Islands of USD1 each

limited liability company
RAHBERERAA RBRUEE REBRLHS 100l BIR1%ET 100%

“ETMERAZTAA REER il

BREEAR



Name

1

Texhong Textile Investment
Limited

R HHRREBRAR

Sunray International Holdings

Limited

AR ERER AR

Texhong Vietnam Investment

Limited

R HAREBRAA

Texhong Industrial Park
Holding Limited

Texhong Industrial Park
Holding Limited

Indirectly held-
BEER
Texhong Textile (Taizhou)

Co., Ltd.

RAHE(FEMN)ERAR

Texhong Textile (Suining)
Co., Ltd.

KA G () BRAR

For the year ended 31 December 2010
HE-_ZZEF+_A=1+—HILEE

Place and date of
incorporation and form
of legal entity
Mt R R B R
EEERER

British Virgin Islands
9 December 2004
limited liability company
REBRUES
“ZTME+=ANA
BREAERTA

British Virgin Islands
21 January 2005
limited liability company
RBRUES
“ERRF-A-1+—H
BREFAA

British Virgin Islands,
6 Sep 2006,
limited liability company
RERUES
ZZTRENARA
BREERRA

British Virgin Islands,
11 November 2010,
limited liability company
RERUEE
“T-Z4+—At-H
BREERRA

Tai Zhou, Mainland China,
20 October 1997,
limited liability company

IR M
—WNtF+A=+AH
BREEAT

Xuzhou, Mainland China,
26 June 1998,
limited liability company

R EIERIN
—AANFRAZT7RA
BREEAR

Principal activities
and place of
operations

IREBREEHE

Investment holding in
British Virgin Islands

REBELES
REEK

Investment holding in
British Virgin Islands

REBELES
REEK

Investment holding in
British Virgin Islands

REBRELES
REEK

Investment holding in
British Virgin Islands

REBRLES
RERK

Manufacturing and sales
of yarns and grey
fabrics in Mainland
China

R BAREEERHEY

BRI

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

R BRESUERHED

B A R RARE

(All amounts in RMB)
(P2 BEUARKEE)

Particulars of issued
share capital or

paid-in capital

BRETRASIHAN  Interest

RAFE 1B IR

1 ordinary share of 100%
USD1

1RERIET 100%
LAk

1 ordinary share of 100%
USsD1

1RER1ET 100%
i

50,000 ordinary 100%
shares of USD1

50,000 &1 100%
ETEBER

1 ordinary share of 100%
USD1

1RERIZET 100%
TER

USD193,750 100%

193,750% T 100%

USD187,500 100%

187,500% 7T 100%

0102 LAOd3d TVNNNV
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ﬁ For the year ended 31 December 2010  (All amounts in RMB)
a BEZZ—ZF+-A=+—HILFE (TALEUARKEE)
i
%
#®
&®
P
i
z ~.
9| 37. PARTICULARS OF SUBSIDIARIES 37. B ARER (#)
m (Continued)
(7]
-
3 Place and date of Particulars of issued
X incorporation and form  Principal activities share capital or
g of legal entity and place of paid-in capital
o Name MR MK B HR operations ERTREIHAN  Interest
% % EEREER TEXBREELH RAFHE 5K
o
E Taizhou Texhong Weaving  Taizhou, Mainland China,  Manufacturing and USD2,625,000 100%
:E| Co., Ltd. 15 January 2000, sales of industrial-use
m limited liability company textile products and
o top-grade blended-
L spinning in Mainland
4 .
> China
% EMRMBERR DA IR RAEARESERHET 2,625,000%7T 100%
S —ZZEFE-AThA SRR REREY
; AREERAA =
E: Zhejiang Texhong Textile Jinhua, Mainland China, ~ Manufacturing and sales USD6,350,000 100%
m Co., Ltd. 18 May 2000, of industrial —~use
E limited liability company textile products, top-
=z grade grey fabrics and
a' blended-spinning in
Mainland China
HIRIHEERAR hESE IABEARESERHET 6,350,000%7T 100%
“ZETFERATAR £R5Rm - BRER
BREFAT RS
Jiangsu Century Texhong Xuzhou, Mainland China, ~ Manufacturing and sales  USD10,200,000 100%
Textile Co., Ltd. 6 June 2000, of yarns, grey fabrics,
limited liability company dyed cloth and dress;
processing of cotton in
Mainland China
PE=Rur YN ARE T R RABIAESERHE  10,200,000%7T 100%
BRAT ZZETEARA wig - B LRk
BREERA % RIEMT
Taizhou Century Texhong Taizhou, Mainland China, ~ Manufacturing and USD13,000,000 100%
Textile Co., Ltd. 23 April 2002, sales of industrial-use
limited liability company textile products and
top-grade blended-
spinning in Mainland
China
M AE R 5 4 B RABEARESIEREE 13,000,000 100%
AR “ET-FNA-+=H IEBRHERESHR
BREFAR BYE



For the year ended 31 December 2010 (All amounts in RMB) ﬁ
BE-Z-—ZF+-_A=+—ALLEFE (FALEUAREE) &
)
%
®
&
P
i
=z
37. PARTICULARS OF SUBSIDIARIES 37. B ARER (&) 9,
(Continued) m
-
Place and date of Particulars of issued 9'
incorporation and form  Principal activities share capital or X
of legal entity and place of paid-in capital g
Name M 2R B E R operations BETRAIHAN  Interest o
% ERERER TEXBREELH RAFHE 1B %
o
Nantong Century Texhong ~ Nantong, Mainland China, Manufacturing and sales USD3,850,000 100% E
Textile Co., Ltd. 7 June 2002, of yarns, grey fabrics >
limited liability company and dyed fabrics in H
Mainland China o
AR RN ARNE: PERR RRBIABEREREE  3,850,000%7T 100% ;
BRAT —EE-#XA+H Wiy - SRR >
BREFAA cz)
Xuzhou Century Texhong Xuzhou, Mainland China, ~ Manufacturing and sales  USD625,000 100% IZE
Textile Co., Ltd. 13 January 2003, of top-grade yarns ‘_”|
limited liability company and cloth spinning in 5
Mainland China m
G PN AT R RPEARERIERIHE  625,000%T 100% E
BRR7 “ZT=F-F+=H BRYRIHYER 4
BREEAT @
Xuzhou Texhong Yinfeng Xuzhou, Mainland China, ~ Manufacturing and sales USD4,200,000 100%
Textile Co., Ltd. 12 May 2004, of yarns, grey fabrics,
limited liability company cloth and dyed fabrics
in Mainland China
RINKIREF R IR ARESERIHEY 4,200,000%7T 100%
BRAT “ZTMERATZAA & I - kR
REMDH
Nantong Texhong Yinhai Nantong, Mainland China, Manufacturing and sales USD3,500,000 100%
Industrial Co., Ltd. 20 May 2004, of garment, textile
limited liability company knitting products and
yarns in Mainland
China
HRXIREEXERAA  TEHER RABEAERERAE  3,500,000%7T 100%
“ETNERA=TH MK - S EREER
BAREMAA &
Xuzhou Texhong Times Xuzhou, Mainland China, ~ Manufacturing and USD15,000,000 100% >
Textile Co., Ltd. 29 December 2004, sales of top-grade 2
limited liability company yarns, thread, ,C,
grey fabrics, textile o
knitting products, and g
garments in Mainland ,Ou
China =
A PSALS VT F R M RABEAESIEREE 15,000,000 7T 100% 2
BRAT “ZTME+ZA BRYR - & e
—thH i EREE m R K [
ABREELF g
4
_m
_FH
#

-
[
©



BETHEBEFEHETEY a3LINIT dNOYD ITILXIL ONOHX3L

-
N
=)

For the year ended 31 December 2010  (All amounts in RMB)
BE_Z-ZF+_A=+—HLFE (FASEAARKE)

Place and date of Particulars of issued
incorporation and form  Principal activities share capital or
of legal entity and place of paid-in capital
Name EMRI IR B AR operations BETRASHAN  Interest
% EEREER TEXBREELY RAFHE 173
Texhong (China) Investment ~ Shanghai, Mainland China, Investment holding USD30,000,000 100%
Co., Ltd. 21 June 2005, and trading of textile
Limited liability company  products in Mainland
China
R (B REFRAF HE S REZBRRAHEIARE  30,000,000% 7T 100%
“ERRFAAT-H EESRER
BREFEAT
Xuzhou Texhong Yinlian Xuzhou, Mainland China, ~ Manufacturing top-grade  USD12,500,000 100%
Textile Co., Ltd. 30 March 2006, yarns, thread, grey
limited liability company fabrics, dresses, in
Mainland China
TRINRIT SREE 47 48 R RPEARERESRY  12,500,000%7T 100%
BRRA ZEERFE=A=1H % 5 K RIRE
BAREEAH
Taizhou Texhong Yintai Taizhou, Mainland China,  Manufacturing top-grade USD6,500,000 100%
Textile Co., Ltd. 26 May 2006, garment and special

Limited liability company textile for construction
in Mainland China

FIMNRILREG& REZRM WPEARERES KKK 6,500,000%7T 100%
BRAT “EERFAASTAR RERSSmARR
BREEAH 2%
Sunray Macao Commercial ~ Macao, 19 December 2005 Trading in Macao MOP$100,000 100%
Offshore Limited. limited liability company
MERMBEARRE RF RRME S 100,000;2 9% 100%
BRAT “EZRFET-ATNA
BREEAH
Texhong Textile (Hong Kong) Hong Kong, 11 May 2006  Investment holding in 10,000 ordinary 100%
Limited. limited liability company Hong Kong share of HKD1
RIHHEB)BRAE &R REBETRESER  10,000RER1BT 100%
AN e = EER
BREEAH
Changzhou Texhong Textile ~ Changzhou, Mainland Manufacturing and sales RMB32,145,000 100%
Co., Ltd. China 1 January 1979 of textile, decoration
limited liability company and garment in
Mainland China
BRI HARAF REEM RPBEAREEERHES AR32,145,0007T 100%
—NtNE—R—H B~ Han KK
BREEAT



For the year ended 31 December 2010
HE_T-ZTHF+-_A=1+—HIEE

37. PARTICULARS OF SUBSIDIARIES

(All amounts in RMB)
(A BEUARKEE)

37. B RER 2

(Continued)
Place and date of Particulars of issued
incorporation and form  Principal activities share capital or
of legal entity and place of paid-in capital
Name M E R AR operations BETRAIHAN  Interest
£ ERERER TEXBREERE  RARE 1R
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)ERAR  BE REBETES  RER 10,0008FK1ET 100%
“ZTERF_ATRA RECERS ERK
BREERTA
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) Textile
Limited)
KA (RS BR M iNEp S e 16,000,000 7T 100%
BRAR (AR “EERFTAZTOA
(WA HBERAR) BREEAR
Texhong Textile Nantong British Virgin Islands, Investment holding in USD50,000 100%
Ltd. 14 March 2007, British Virgin Islands
limited liability company
ROHBHRERA RERUEE REBRLES 50,000 7T 100%
“EZR+FE=-ATMA ETREER
BREERRA
Texhong Textile Nantong Hong Kong, Investment holding in 100 ordinary shares 100%
Investment Limited 6 November 2007, Hong Kong of HKD1
limited liability company
R HBHERE BE REBETREER 100 BR1AET 100%
BRR7 “ZRHE+—AAR Tk
BREAERRA
Texhong Textile (Hong Kong) Hong Kong, Investment holding in 100 ordinary shares 100%
Holdings Limited 24 QOctober 2007, Hong Kong of HKD1
limited liability company
R B(EE) R BB RNEBETREER 1005 ER1ETT 100%
BRRT “EEHFTAZTIEA ERK
BREERTA
TVN (Hong Kong) Limited Hong Kong, Investment holding in 100 ordinary shares 100%
4 December 2007, Hong Kong of HKD1
limited liability company
TVN (Hong Kong) Limited &% REBEITRELZR 100 ER 12T 100%

“ET+F+-ANA
BRETLNA
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For the year ended 31 December 2010
BE_ZT-ZF+_A=+—HLFE

Name

1

Shanghai Texhong Trading
Co., Ltd.

LEBIITESERAR

Shanghai Hongrun Textile
Co.,Ltd.

LBIRESBRATF

Plus 39 International Limited

Plus 39 International Limited

Texhong Industrial Park
(Phuoc Dong) Investment
Limited

Texhong Industrial Park
(Phuoc Dong) Investment
Limited

Texhong Industrial Park (Phu
Thuan) Investment Limited

Texhong Industrial Park (Phu
Thuan) Investment Limited
Texhong Environmental

Protection Investment Ltd.

RIRRBREBRAH

Place and date of
incorporation and form

of legal entity

AR R K B AR
ERRRER

Shanghai, Mainland China,

11 August 2008,

limited liability company

E L
“TI\F)\At-B
ARRLAT

Shanghai, Mainland China,

7 January 2009,

limited liability company

ELLE
“TEAF-ALA
ARALAT

British Virgin Islands,
5 August 2010,

limited liability company

RERARS
—2-2F/\fAA
NG

British Virgin Islands,
16 November 2010,

limited liability company

HERARE
“5-FEt-Atx
AARELAR

British Virgin Islands,
16 November 2010,

limited liability company

RRRAES

“5-TEt—AtiA

BREERH

Hong Kong, 1 February
2010 limited liability
company

BE
—T-24_f-H
BREERT

(All amounts in RMB)
(FIESBEUAREHE)

Principal activities
and place of
operations

IREGREBNH

Trading of textile
products in Mainland
China

ERBARMEET S M
25

Trading of textile
products in Mainland
China

ERE AR
ETHEmE

Investment holding in
British Virgin Islands

REBRELES
EITREER

Investment holding in
British Virgin Islands

REBE LR S
ETREEMR

Investment holding in
British Virgin Islands

REBRIHSETRE

R

Investment holding in
Hong Kong

REBETRELZR

Particulars of issued
share capital or
paid-in capital
ERITREIHAN
RAFHE

USD500,000

500,000%7T

RMB5,000,000

AR 5,000,000

50,000 ordinary
shares of USD1

50,0008 &%
1XTEBR

1 ordinary shares of
USD1

1Rk
1RTEER

1 ordinary shares of
USD1

1S
1RTERR

100 ordinary shares
of HKD1

100 BR1ET
gl

Interest

iR

100%

100%

100%

100%

51%

51%

100%

100%

100%

100%

100%

100%



For the year ended 31 December 2010

(All amounts in RMB)

BE_Z-ZFt_A=t—RALEFE FAELBAARREE)

37. PARTICULARS OF SUBSIDIARIES

(Continued)

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

None of the subsidiaries had any loan capital in issue
at any time during year ended 31 December 2010
(2009: None).

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