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OPERATING FIGURES REHE
2011 2010 2009 2008 2007
ZE--f —E2-%f “EENE “ERN\E BTt
For the year ended 31 December RMB '000 RMB 000 Change RMB 000 RMB 000 RMB 000
BEt-A=t-ALEE ARETT ANRETT £ AREFL ANREFT AREFT
Revenue WA 6,872,713 5,471,598 25.6% 4,088,436 3,737,641 3,254,109
Gross profit EH 555,585 1,308,609 -57.5% 601,260 458,935 434,751
Profitforthe year ~ FA&7 61,275 841,134 -92.7% 285,565 214,193 21,117
Eamings per share  BRE&7
Basic EX RMBAE®0077T  RMBAR¥095T -926% RMBAR®03271 RMBARH0247T RMBAR®0277
Diluted 31 RVMBARH0077  RMBARM0957 926% RMBAR®0327T RMBARM0247 RMBARM0.277T
CONSOLIDATED BALANCE SHEET mEEERER
2011 2010 2009 2008 2007
“2-—-% E-%% Ik “ERN\E B3
As at 31 December RMB '000 RMB 000 Change RMB 000 RMB 000 RMB 000
RTZA=1-H AREFR ARETT £ ANREFL ANREFT ARBFT
Total assets BEE 4,930,351 4,909,040 0.4% 3,097,102 3,199,192 2,645,130
Non-currentassets ~ FFBEE 2213671 2,017,995 12.7% 1,627,487 1,623,120 1,339,571
Current assets TEAE 2,656,680 2,891,245 -8.1% 1,670,215 1,576,072 1,305,559
Total liabilities 28k 2,858,448 2,700,065 5.9% 1,811,037 1,970,810 1,569,379
Current liabiliies THaE 1,003,772 2,020,984 -45.9% 1,510,315 1,396,370 855,717
Non-current liabilites ~ 378 & 1,764,676 679,081 159.9% 300,722 574,440 713,662
Netcurrentassets  FEEAEFE 1,562,908 870,261 79.6% 159,900 179,702 449,842
Net assets BEFE 2,071,903 2,209,175 -6.2% 1,486,665 1,228,382 1,075,751
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FINANCIAL INDICATORS HEIEE
2011 2010 2009 2008 2007
—E--% ZE-%F ZETNE ZEEN\F S
For the year ended 31 December RMB '000 RMB '000 RMB '000 RMB 000 RMB '000
BEt-A-t+-BLEE AEETT  AREFT  ARETT  AREFT  AR%Fx
Inventory tumover days T EFEXH 76 92 74 75 71
Trade and bill receivables ~ ERE 5 R EEFE
turnover days FEXRH 27 28 40 i 33
Trade and bill payables ENESREERE
turnover days BEXY 39 60 60 61 48
Current ratio B = 24 1.4 11 11 15
Net debt to equity ratio REFERELX
(Note 1) (Hs1) 0.66 0.29 0.39 0.60 0.67
Return on equity (Note 2) BB % (ff5£2) 3% 46% 21% 19% 25%

Note 1: Based on total borrowings net of cash and cash  ffit1: REREEFENRRSERSFEYURE

equivalents and pledged bank deposits over total HRRTTFRRERBETESE -
equity.

Note 2: Based on the net profit over the average of the total ~ AfiF2 : iREEMIFEF V) RFKE 2FFEL T
equity at the beginning and ending of the financial BT ESE -
year.

ETHEESE®HTEY aILINITINOYD ITLXIL ONOHXIL

<}
=



CORPORATE PROFILE

Texhong Textile Group Limited (the “Company”, together
with its subsidiaries, the “Group”) (stock code: 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 Vietham with total
annual production capacity of over 1,000,000 spindles
and 900 air-jet looms.

CORPORATE STRUCTURE

Texhong Textile Group Limited
(stock Code: 2678)

RGARBERAT
(ERWRARAEL : 2678)

EEN
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Bm2Z— ERFBEELHSHINERE G
BEREELCE AEENTEEKARE
MIHEBEYR KMEER LHEEIA
ELESMNENReEEYE - A—A it
Fip AEBERERAR THABEB
1,600 A AR S - HEBLERPH « B
M- s BEEREIINN - KEEULEA
@E - RRERTI=ZAMNANRE1LES KL
EEWNEUERBIEEEREN  BEB
351,000,000 1E#) 48 5 900 & & 4% 10 48 47
ERE °

100% 100% 100% 100% 100% oo
Texhong Textie Investment Lirited Textong jted g e TUN Investment
RAGRRARRAE HSERRRARAE et P L
[ ] | som o
Texhong Textle Texhong Texte
Nantong Ltd. (Hong Kong) Ltd WD oo oo, Lo0%
RAGAREARAT
FALGR(F) R
AR Textong Industrial | Textong Industral Texhong Industial
Park (Phuoc Dong) | Park Invesment Lid. | Park (Phu Thuan)
Invesiment Limited RATHE Investment Limited
1% FALTHE BRARAT FALTHE
GERBR (@
Plus 39 ARDE ARRA
Internatonal

R I T 100%
A ek Sunray Trading Surray Macao
Textle
BERAMAE Joint Stock Company SRS (58) BT
RAICRGE 2 2
‘ e HMAE mEERAR

[ ook
Texhong (China)
e

— e |
roup Co., FA(CPE)BRARLT
R R |

Nantong Textle

Shanghai Hongrun Shanghai Texhong Nantong Teshong Zneflang Texhong
Textie Co, L Trading Co., Lid. "‘"’g‘)"‘ﬁ;‘"ﬂ‘ Textie Co., Ltd.
ERMRBARED ERRRARS ARAT P
#m2A HRAR

[or T oo [ T | o

Changzhou Texhong
Texile Co, Ld.
RMRAHE

L R IS IS PR E I ey Py Eea P

[

i®
=
[
bl
B
&
"
(2]
(©)
)
B
(©)
>
]
m
o
)
(©)
El
-
m
>
Z
o
(2
-
)
Cc
Q
-
c
oY)
m

TT0Z LH0d3d TVYNNNY

BHHs——&=

o
a1






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 2011.

RESULTS

In 2011, raw material prices continued their extremely
volatile fluctuation. Our major raw material, cotton,
reached a record high price of more than RMB30,000
per ton and then dropped by about 40% within the year.
This created unimaginable difficulties for the Group in
raw material purchases and cost control. Meanwhile,
global market sentiment was severely affected by the
European debt crisis. Customers were very price
sensitive and reluctant to place orders. The survival of
Chinese textile players was under big challenge.

In view of the uncertain market conditions especially in
the second half of the year, the Group took immediate
actions in adjusting the product pricing policy and raw
material procurement strategy. Sales of low count yarns
and denim yarns then largely rebound and an alternative
source of raw material supply with cheaper cost has
been established. Such actions helped largely reduce
the Group’s inventory level and exposure on raw material
price risk. Financial performance became stabilized and
a minimal profit had been recorded for 2011 although it
was substantially lower as compared to 2010.

During the year, the Group achieved total revenue of
RMB6,872.7 million, representing an increase of 25.6%
as compared to last year. Profit for the year dropped by
92.7% to RMB61.3 million. Earnings per share was
RMBO0.07 in 2011, representing a decrease of 92.6% as
compared to 2010.

OUTLOOK

Raw material procurement strategy becomes more and
more crucial to our financial performance especially for
the increasingly volatile cotton market. We will continue
to focus on expanding and strengthening our
procurement team. While further strengthening the
relationship with those core raw material suppliers, we
continue to explore new fibres for developing new
products and new sources of raw material supply with
better quality and more competitive cost. We strongly
believe that such a move will improve our profitability
and competitiveness. This also helps achieve a more
stable financial performance. Securing different sources
of low cost raw material supply creates a natural cushion
for us at all times especially when raw material price is in
an overall downward trend.

After completion of the 190,000 spindle project in
Vietnam in April 2011, we have already achieved about
one million spindles yarn production capacity. In relation
to another piece of land of about 67 hectares in Vietnam,
this expansion plan has been delayed since the land

AANEREARBEFTE(EFE)) MA
AARABRRZNAEERE —_T——F
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developer is unable to handover the land for
commencement of construction work. The land
developer is currently unable to confirm the date for the
land handover. While we closely monitor its progress, we
have already found another site in northern Vietnam to
pursue our expansion plan. We expect to kick start a
70,000 spindle expansion project in northern Vietnam
within 2012 to capture the market opportunity in southern
China.

In the meantime, we will develop yarn trading business
through exploring new potential sources of quality
supplies in India, Pakistan and other south-east Asian
countries. Not to mention the total demand in China, with
the support of our existing sales channel and customer
base, we already see a huge potential in yarn trading
business in China. This does not involve substantial
investment in capital expenditure and human resources,
while we can also better serve our existing customers
since they not only demand for our core-spun yarns but
also have huge demand in other general types of yarns
which we do not currently manufacture.

In 2011, the Group had been awarded for a consecutive
eight 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 with huge
domestic demand. 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.

We will continue to promote unified corporate values and
guidelines and persist with our operating strategy which
focuses on “professionalism, perfectionism and
globalization”. We target to 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. Although it
was a tough year in 2011, we still anticipate that the
Group will overcome those difficulties and maintain a
steady growth in the years to come with a target of
earning over RMB10 billion revenue in the near future.

ACKNOWLEDGEMENT

On behalf of the Board, | would like to express my
sincere thanks to all the shareholders and customers for
their continuous support. Also, | would like to take this
opportunity to thank all our dedicated staff members for
their valuable contributions during the year.

Hong Tianzhu
Chairman

19 March 2012
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OVERVIEW

We are pleased to present the annual results of the
Group for the year ended 31 December 2011 to the
shareholders. Due to the extremely volatile fluctuation in
cotton price, the Group’s performance was severely
affected in 2011. However, the Group still achieved a
25.6% growth in turnover to RMB6,872.7 million as
compared to that of 2010. Profit for the year dropped
substantially by 92.7% to RMB61.3 million, mainly
attributable to the profit margin decline as a result of the
sharp drop in product selling prices in line with cotton
price within a short period of time. Earnings per share
also dropped by 92.6% to RMBO0.07 from RMBO0.95 for
the corresponding period in 2010.

INDUSTRY REVIEW

In 2011, there was a general slowdown in the PRC’s
textile industry in terms of output value, profit and
investment growth. This was a reflection that textile
businesses were facing tough challenges arising from
the fluctuation in raw material prices, the increase in
production costs and the sluggishness of the
international demand.

According to the China National Textile and Apparel
Council (“CNTAC"), the production growth of the textile
industry experienced a continued slowdown in 2011.
From January to November 2011, textile business with a
scale of over 36,000 enterprises on a nationwide basis
realized a total industrial output value of RMB4,952.64
billion, representing a year-on-year increase of 27.5%
when compared to January to November 2010. However,
this growth in output value was slowed down by 4.1
percentage point when compared to the first quarter of
2011.

The investment growth of the textile industry was also
slowing down. From January to December last year, the
actual total investment in fixed assets of the textile
industry amounted to RMB366.8 billion, representing an
increase of 30.91% over the same period last year. The
number of new projects was 7,551, representing a
decrease of 0.05% when compared to that of the same
period last year. The slowdown in the growth of new
projects was also a reflection that there was a fall in
market confidence and investment sentiment.
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INDUSTRY REVIEW (Continued)

According to customs data, the export value of the textile
products and apparels across the PRC from January to
December 2011 was US$247.9 billion, representing a
year-on-year increase of 20% when compared to the
corresponding period in 2010. We understand that this
growth was mainly driven by increase in selling prices
instead of volume growth and was slowed down by 3.6
percentage point when compared to 2010. While some
of the export orders were transferring to the surrounding
low-cost countries, the terminal demand from the
international market was not optimistic. The textile
industry is expected to be exposed to continued
complications of the internal and external environment in
2012. It will undergo stepped up transformation and
upgrading in order to stay ahead of the setback in the
market.

BUSINESS REVIEW

For the year ended 31 December 2011, the turnover of
the Group was RMB6,873 million, representing an
increase of 25.6% as compared with the corresponding
period last year. The turnover comprises sales of yarns,
grey fabrics and garment fabrics. Yarns continue to be
the major product of the Group. Turnover thereof
amounted to RMB5,790 million and accounted for 84.2%
of the Group’s total turnover for the year ended 31
December 2011. Compared with the corresponding
period in 2010, sales volume of yarns only increased by
5.6% to 189,824 tonnes due to the weak demand on
low-count yarns and denim yarns in the first half of 2011.
The increase in turnover thereof was mainly contributed
by the increase in product selling prices. The average
unit selling price of yarn increased by 24.3% to
RMB30,500 per ton from RMB24,539 per ton for the
corresponding period in 2010. The turnover of our grey
fabrics amounted to RMB966 million and accounted for
14.1% of the Group’s total turnover for the year ended
31 December 2011.

Our overall gross profit margin decreased to 8.1% from
23.9% for the corresponding period in 2010. Since
cotton is our major raw material, our product selling
prices and profit margin are highly correlated to the
cotton price fluctuation. During 2011, our product selling
prices dropped sharply and remained at a rather low
level following the cotton price movements during the
year, our gross profit margin had been badly hit.
Although our inventories have been reduced from the
peak during 2011, a provision of about RMB79 million for
inventories write-down was made and maintained as at
31 December 2011.
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BUSINESS REVIEW (Continued)

The Phase 11l 190,000 spindles expansion project in our
plant in Vietnam commenced production in April 2011.
However, due to the unsatisfactory market sentiment
and demand during 2011, the completion of the Phase Il
project almost did not have any contribution to the
Group’s performance. In 2011, cotton yarns, denim yarns
and synthetic fibre yarns represented 46.3%, 27.9% and
25.8% of the total sales volume of yarns respectively.

The Group has further strengthened the strategic
cooperation with INVISTA North America S.a.r.l
(“Invista”) and Lenzing Fibers (Shanghai) Co., Ltd.
(“Lenzing”). 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 continued to
apply environmental friendly polyester to produce
blended yarns with other fibers. The Group also
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.
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FUTURE OUTLOOK

After a year of highly volatile cotton market, we expect
cotton price to stabilize in 2012 as the PRC government
announced that they had purchased more than 2 million
tons of cotton in the open market since October 2011.
Although the market demand has not yet fully restored to
the normal level, the market demand and pricing have
bottomed out. Even though the expansion on another
piece of land of about 67 hectares has been delayed, our
production capability and efficiency have been
strengthened after completion of the Phase Il project in
Vietnam. We anticipate our sales volume will have a
satisfactory growth in 2012 as compared to 2011.
External and domestic demand for textile products
remains huge in the PRC no matter in good times or bad
times.

The Group has been awarded as one of the top 20
enterprises in the Chinese cotton textiles industry for a
consecutive eight 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 revenue and reinforce our
competitiveness and leading position within the industry.
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FINANCIAL REVIEW B %5 o R

Turnover ]

The Group’s turnover comprises the sales of yarns, grey HREBRLEEIESREBELD S KA L
fabrics and garment fabrics. Although product selling E# - BAEREBR T ——E/ &S
prices dropped sharply from the peak during 2011, ZBI Tk FHEREENSNR_Z—ZF
product selling prices in average were still higheras R R -_ZT——FHRFEEHELER L
compared to 2010, the sales of yarns grew by about 31.3% ° T3l AREESEE QWL EES
31.3% in 2011. Turnover analyses of the Group by  #7:

products are shown below.

=
B
B
&t
]
&
%
i)
=
>
<
>
(9]
m
=
m
4
e
=
»n
(®]
c
(7]
7]
(]
4
>
<
o
>
<
>
[
<
@
(2]

Turnover Margin
change change
between between
2011 and 2011 and
2010 2010
Gross Gross Z—F——% ZZT——F
profit profit  EEEHL ERAELY
2011 margin 2010 magn  =F-FF ZT-ZF
~E-—-F iz —T-%F = s LB
percentage
RMB'000 RMB'000 points
ARBTR AREFT R
Stretchable core-spun yarns BNALYE
— Cotton i 2,430,067 63% 1,979,882 31.9% 22.1% -2556
— Denim —H1F 631,826 13.6% 526,353 24.9% 20.0% 113
— Synthetic Fiber L 631,338 13.7% 465,407 18.8% 35.7% 5.0
Other yams L
— Cotton it 515,051 -1.9% 205,772 19.7% 150.3% -216
— Denim —4fF 902,493 7.3% 965,127 24.1% -6.5% -16.7
— Synthetic Fiber 1t 678,932 14.7% 266,906 24.8% 154.4% -101
Fabrics Y
— Stretchable grey fabrics —ENEA 700,556 6.6% 687,920 10.6% 1.8% -40
— Other grey fabrics - Efih A 265,287 3.0% 230,925 10.2% 14.9% -1.2
— Garment fabrics —-m# 117,163 16.8% 143,306 15.7% -18.2% 11
Total b 6,872,713 81%  5471,598 23.9% 25.6% 158
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s Turnover EHERE
o
m
= Sales Selling
E Volume Price
=1 change change
) between between
8 2011 and 2011 and
c 2010 2010
A Sales Volume “E--% Selling price -g--f
o HE HEHNL HERR HEBRAL
=z 2011 2010 =B-%% 2011 2010 =B-%f%
2 “2--F ZF-TF B8 “T--F ZI-TF 268
5 RMB RMB
E AR AEE
>
< Stretchable core-spun yams ENRLHE
2] (Ton/RMB per ton) (/ \RE5H)
= — Cotton i 70,610 68,040 3.8% 34,415 29,099 18.3%
— Denim —4ff 20,518 23,196 -11.5% 30,794 22,692 35.7%
— Synthetic Fiber —{r8 23374 19,885 175% 27,010 23405 15.4%
Other yarns Bt g
(Ton/RMB per ton) (/ AREEH)
— Cotton i 17,339 9,184 88.8% 29,705 22,405 32.6%
— Denim 4 32,418 47,731 -32.1% 27,839 20,220 37.7%
— Synthetic Fiber {8 25,565 11,655 119.3% 26,557 22,901 16.0%
Fabrics (Milion meters/ b3
RMB per meter) (BEX/
AREEK)
— Stretchable grey fabrics -Bhf%H 56.1 655 -14.4% 125 105 19.0%
— Other grey fabrics - Rtk h 231 25.9 -10.8% 115 8.9 29.2%
— Garment fabrics —E# 5.8 96 -39.6% 202 149 35.6%

FEGHTSRAEENTENS  HAE
B SEENSS% UTRFAEER T
——EEMTRES

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 2011 are as follows:

AL B ESHERNDER AR
BTG BREBR AR
AL EMESBER AR
BRAEFFMBERAR
Toray International, Inc.
HETIEEMBRBER AR
BERATHBRERIA
HELEH AT ERAR

AL T L BN BR QA
AT+ ESHBARAA

Zhejiang Limayunshan Textile Co., Ltd.

Foshan Seazon Textile & Garment Co., Ltd.
Zhejiang Jiaermei Textile Co., Ltd.

Guangdong Qianjin Jeans Co., Ltd.

Toray International, Inc.

Shaoguan Shunchang Weaving Factory Co., Ltd.
Ningbo Dagian Textile Co., Ltd.

Yixing Lucky G and L Denim Co., Ltd.

Zhejiang Yuanfeng Textile Co., Ltd

Zhejiang Seven Star Textile Co., Ltd

The Group has more than 1,600 customers. As the
Group produces differentiated products, the Group does
not rely on the orders from any single customer. The ten
largest customers only accounted for 18.85% of the total
turnover of 2011. The ten largest customers mentioned
above have more than 5 years’ trade relationship with
the Group.

REEBEEEFE1,600%K - BHRAERE
EEBLCEMRAEY BAEBEITNMKEE
—BEHNITE BT ——F+tAEPE
MRS EE(E 518,850 © LA AR P EARE
ERE ST REBBSFIAL -
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FINANCIAL REVIEW (Continued)

Gross profit and gross profit margin

With the sharp decline in cotton price during 2011,
selling prices also dropped sharply. The gross profit of
the Group decreased from RMB1,309 million to RMB556
million, representing a decrease of 57.5% as compared
to 2010. The overall gross profit margin also decreased
by 15.8 percentage point as compared with 2010.

Bt E B ()

EMREFZE

BEE T ——FIRIEEBR2ZE TR AEE
MNEFBH T —ZFFARKI13.09ETH D
57.5% % ARH5561E T - BEEFKIIE
—E-TFFHAPT 15.8EF 7B -

Cost structure

Cost of sales increased by 51.7% to RMB6,317 million,
which was mainly driven by the increase in raw material
cost. Raw material cost accounted for about 85.7% of
the total cost of sales of 2011. Cotton is our major raw
material.

RAZRHE

HEK A IN51.7% 2 ARE63.1718T £
ZHEMBRALEATES RZTE—F 2
R R AN (R 48 85 B I AN 40 85.7% © TR 1L &
BIINEZRME o

T AAREE SRR R

The breakdown of our cost of sales is shown below:
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Consumables Consumables

SHIER Others JEFER Others

1.1% H 1.3% H
L 0.8% - 1.0%

Utilities > Utilities

B R B h Rk

4.8%
Depreciation
e

2.6%
Direct Labour

5.8%

Depreciation
e

2.8%
Direct Labour

HETE
5.0%

Raw Materials
R
85.7%

2011
—_E——F

83.3%

HETHE
5.8%

Raw Materials

2010
—F-%F
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FINANCIAL REVIEW (Continued)

Selling and distribution costs

For the year ended 31 December 2011, the Group’s
selling and distribution costs amounted to RMB152
million, representing an increase of 17.7% compared to
that of 2010. The increase was attributable to the
increase in additional government charges associated
with the value added tax paid in the PRC.

General and administrative expenses
During 2011, the Group’s general and administrative
expenses increased by 1.9% to RMB209 million, which
amounted to 3% of the Group’s turnover.

B F5 R (42)
HERDHEAX
REBEE-_ZT—F+_A=1+—HLEFE"
AEEZHEERDHERAYBE - —ZF LF
17.7% 2 AREE1521E 70 - AR AN HEH
BB TISERARE 2 BT E EFFTE -

—BRITHEX

REBR _T——F 22— RETERAZ EFH
19% 2= ARKE200E L HAEE L X5
3% °

Cash flow REeERE
2011 2010
—E-—F —_T-TF
RMB’000 RMB’000
AEMTFT  ARETFT
Net cash (used in)/generated from KETEE) (FTFE) Fris
operating activities REF5E (35,755) 470,143
Net cash used in investing activities REEEDFFER S FE (440,984) (340,114)
Net cash generated from financing BEEBASIRE F5R
activities 370,680 47,434
Cash and cash equivalents at RERNRE R
end of the year HeZEY 463,407 569,466

For the year ended 31 December 2011, net cash used in
operating activities amounted to RMB36 million, which
was mainly used for reducing bills payables by excess
cash. The net cash used in investing activities amounted
to RMB441 million, which was mainly used for the
payment of capital expenditure of new plants built in
Vietnam and the upgrading of machinery and equipment
in the PRC. During the year under review, the net cash
generated from financing activities amounted to RMB371
million, mainly contributed by the issuance of senior
unsecured notes and a project financing in Vietnam.

BE-_Z——F+T-RA=+—HILFE &
SEELEBMERSIFEARK0.36(ET
TERMNBZHZ R ERHIRREN RIEUR -
FEBERELTHAARSFER/ARK44
B TEAN AN BRI E
BEOEAAS LEHPEZEERLRE -
REBFERN  ~AEEREZDAEEDR
ANFERARKEITUEL  TE2HRETE
FEEMERELUE BB ERAE -



FINANCIAL REVIEW (Continued)

Liquidities and financial resources

As at 31 December 2011, the Group’s bank and cash
balances (including pledged bank deposits) amounted to
RMB495.3 million (as at 31 December 2010: RMB604.7
million). The Group’s inventories decreased by RMB98.3
million to RMB1,288.6 million and our trade and bills
receivables increased by RMB235.8 million to RMB640.1
million (as at 31 December 2010: RMB1,386.9 million
and RMB404.3 million respectively). The inventory
turnover days and trade and bill receivable turnover days
were 76 days and 27 days respectively, compared to 92
days and 28 days in 2010. Decrease in inventory
turnover days was attributable to the improvement of our
inventory control.

Trade and bills payables decreased by RMB357 million
to RMB502.4 million as at 31 December 2011 (as at 31
December 2010: RMB859.4 million), the turnover days
were 39 days. In the second half of 2011, the Group
reduced the issuance of letter of credit due to high cash
balance.

The Group increased the total bank borrowings by
RMBG616 million to RMB1,856 million as at 31 December
2011 mainly due to the issuance of the senior unsecured
notes of US$200 million in January 2011. Current bank
borrowings decreased by RMB466 million to RMB144
million while non-current bank borrowings increased by
RMB1,082 million to RMB1,712 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 and drawdown of a US$60 million
project financing which helped further optimize the
proportion between long-term loan and short-term loan
of the Group.

As at 31 December 2011, the Group’s financial ratios
were as follows:

B F& g ()

REBESRMEER
R-B——F+-A=+—0 KNEHEDHIR
TRESEH(BEEEBRITER) AAR
4953 TL(A=_E—EF+=-_A=+—8":
AR6.0471ETT) - AEENTFERERE
SREEFES RO ARES0ETEA
R#12.886 B T MG MA R 2358 TE
ARB640LIET(R=ZZE—ZFTF+=A
=+—H8: 28 AARK13.869BTTMAR
B 4.0431B70) - FERAERBLERE S R
ERFBEAEREDR AT AN 2TRK =
T-ZFAIHP AR KK 28K - FEEEX
RO RANRNETFEES A EATE -

R-ZB——F+-"A=+—H ENEISK
ZRFIERDAREISTEITEARES.024
BTR-_Z—ZEF+_A=1+—0H: AEK
8.5041E7L)  HEA#REA3H - AN =ZE
——ETEFReHESE SERERD
& A -

AEEBR -_ZT—F+-A=+—HHIRT
EEAEEMARKG6.16E T2 AR 18.56
B TBRE-ZT——F— 3172001
ENLMELEERER - RBRITEERD
ARBA66EITLE AR 14418 - MIER
FIRITIEEAIEMARK 1082 B TEARE
17121870 - BFEEABZBENEAAEER
HEBER  AEBETKEIT2.008XELS
FHEI B L RIE R I2E6,000 BELIE B
BER E—FELEAESENREE R H
BRI o

R-TE——F+-_A=+—08 "EBZH
BtoEmT -

2011 2010

—F——F s

Current ratio et & 2.43 1.43
Debt to equity ratio BfEkEmLE 0.90 0.56
Net debt to equity ratio BfEFEERLE 0.66 0.29
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FINANCIAL REVIEW (Continued)

Borrowings

As at 31 December 2011, the Group’s total bank
borrowings amounted to RMB1,856 million, among which
RMB170 million (9.2%) was denominated in Renminbi,
RMB1,680 million (90.5%) was denominated in United
States dollars (“US$”) and RMB6 million (0.3%) was
denominated in Hong Kong dollars (“HK$"). These bank
borrowings borne interest at interest rates ranging from
2.1% to 7.625% per annum (2010: 2.1% to 6.8%).

As at 31 December 2011, the Group has outstanding
current bank borrowings of RMB144 million (2010:
RMB610 million). Current bank borrowings managed to
decrease after further optimization of debt profile.

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

Bank borrowings of RMB476.6 million (2010: RMB277.5
million) were secured by the pledge of the Group’s land
use rights with a net book amount of RMB50.9 million
(2010: RMB52.1 million) and the pledge of the Group’s
property, plant and equipment with a net book amount of
approximately RMB387.2 million (2010: RMB487.9
million) as at 31 December 2011.

Foreign exchange risk

The Group mainly operates in the PRC and Vietnam.
Most of the Group’s transactions, assets and liabilities
are denominated in RMB and US$. Foreign exchange
risk may also arise from future commercial transactions,
recognised assets and liabilities and net investments in
foreign operations. The Group manages its foreign
exchange risks by performing regular review and
monitoring its foreign exchange exposures. The Group’s
exposure to foreign exchange risk is mainly attributable
to its borrowings denominated in US$.

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

Capital expenditures

For the year ended 31 December 2011, the capital
expenditure of the Group amounted to RMB425 million
(2010: RMB485 million). It was mainly comprised of the
investment of fixed asset in the new plants in Vietham.

Contingent liabilities
As at 31 December 2011, the Group had no material
contingent liabilities.
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FINANCIAL REVIEW (Continued)

Disclosure pursuant to Rule 13.18 of the Rules (the
“Listing Rules”) Governing the Listing of Securities
on the Stock Exchange of Hong Kong Limited (the
“Stock Exchange”)

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 in 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.
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FINANCIAL REVIEW (Continued)

Disclosure pursuant to Rule 13.18 of the Rules (the
“Listing Rules”) Governing the Listing of Securities
on the Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) (Continued)

As announced by the Company on 14 July 2011, by an
agreement dated 13 July 2011 (“Facility Agreement”)
entered into by, among others, Texhong Renze Textile
Joint Stock Co. (the “Borrower”), formerly known as
“Texhong Vietnam Textile Joint Stock Company”, a
wholly-owned subsidiary of the Company as borrower,
the Company as one of the guarantors and a syndicate
of banks and financial institutions as lenders, the lenders
have agreed to grant a term loan facility (“Facility”) of up
to the aggregate principal amount of US$60 million to
finance the Phase IIl expansion of the Borrower’s factory
in Vietnam. The Facility shall be fully repaid in July 2018
and is secured by a mortgage of the Borrower’s
equipment and machinery. The amount of the Facility
represents approximately 17% of the total amount of
banking/credit facilities (including the Facility) presently
available to the Group. The Facility Agreement contains
the usual cross default provisions and a further
requirement that Mr. Hong Tianzhu (“Mr. Hong”) shall
remain the chief executive officer of the Group, the single
largest shareholder of the Company and own, directly or
indirectly, more than 25% of the total issued share
capital of the Company. 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 payable. 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 payable.

As at the date of this annual report, the Company is in
compliance with the Indenture and the Facility
Agreement. In 2011, the Company repurchased and
cancelled notional amount of US$7 million of the Notes.

Bt EEE (&)
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FINANCIAL REVIEW (Continued)

Human resources

As at 31 December 2011, the Group had a total
workforce of 13,368 (as at 31 December 2010: 12,925),
of whom 8,955 were located throughout our
manufacturing plants in the PRC, 223 were based in
Shanghai, 4,178 were located at the Group’s production
base in Vietham and 12 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 contribution 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 does not recommend final
dividend due to unsatisfactory result for 2011. An interim
dividend of 10 HK cents per share was paid by the
Company on 28 September 2011.
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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 “CG Code”)

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 comprises four executive Directors and three
independent non-executive Directors. The Board has
adopted the code provisions of the CG Code (“Code
Provisions”) set out in Appendix 14 to the Listing Rules.
During the period under review, the Company had
complied with the Code Provisions except for the
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 (Co-Chief Executive Officer)

Tang Daoping

Gong Zhao

Independent non-executive Directors (“INEDs”):

Zhu Lanfen

Cheng Longdi

Ting Leung Huel, Stephen MH, FCCA, FCPA (PRACTISING),
ACA, CTA(HK), FHKloD
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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:

Exg®)
EEVEEFRBHNEBEBAZIEFR
BRERE] —8HR - EE K ERBEIM
BER(RERY %27 KEXHEMEKX
BRR) °

RARZ ZZBBNIERITERREETSTAH
ZR=nz— RELMHRAE3L0EK =
L BEIIIFRTEESNBAEEEZEE
AR AE SE IR XS -ES
CEBEESEBUINTESTEREAB T
ZFEERRE URAMBENIENITES
HEE EmRAEIAMEME 2SI T 2B
ST o

ErgrfiaRed TRniEEZEER
BE AR B MR - SRR EARE
Br2FRPHES - RFER - CRITHER
Exggs SEFLREFEERZEN
LU

Number of
Board meetings
attended/held

HEBITEEY
=N
Executive Directors: HITES:
Hong Tianzhu R
(Chairman and Chief Executive Officer) (FEFITHAEE) 414
Zhu Yongxiang (Co-Chief Executive Officer) 2Rk #E (B fE1TIER) 4/4
Tang Daoping BT 4/4
Gong Zhao R 4/4
Independent Non-Executive Directors: BYFHTES
Zhu Lanfen ENE B 414
Cheng Longdi R 4/4
Ting Leung Huel, Stephen TRE
MH, FCCA, FCPA (PRACTISING), ACA, MH, FCCA, FCPA (PRACTISING), ACA,
CTA(HK), FHKloD CTA(HK), FHKIoD 4/4

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
reappointment, 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.
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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 three days before
the intended date of a regular Board meeting (and so far
as practicable for 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 interim 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 (the “Designated Director”)
and receive 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 the
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. As announced by the Company
on 10 October 2011, Mr. Zhu Yongxiang has been
appointed as the co-chief executive officer of the
Company.

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 2011.

TERM OF APPOINTMENT OF
INDEPENDENT NON-EXECUTIVE
DIRECTORS

Each of Mr. Ting Leung Huel Stephen, Professor 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
2011. 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
(the “Remuneration Committee”) and an audit committee
(the “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 Professor
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:

(@) 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;
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BOARD COMMITTEES (Continued)

Remuneration Committee (Continued)

(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;

(g) toreview 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 2011 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:

(f) *ﬁﬁ&?ﬁt/‘&i’k&ﬁ%’&&‘iiﬂi?&ﬁiﬁ
FTHOTEZRSREEENNE

@ BITREAESHERTATEMERNE
SEEOMSIHE

(hy BRITESEHTMNEBEATER
EHREN2EEFa B

() REFNEETRSREIRERR R
HE 1T RAE B [ DA TE EL R BRLR R (DABH
SHABE) -

FNEEeBFARL AR —XEZ - R=
T——FEBT-REZESEEE UEER
HMEEZRITH MR R EE  ITEE
NIERTES 2 HWEE MESKEZHE
BRIAT

Number of Committee
meeting attended/held

Committee member E3=R-§>4-1 HE BITZEEEF2RE
Ting Leung Huel, Stephen TRE 1/1
Hong Tianzhu RN 1/1
Zhu Lanfen KES 1/1
Cheng Longdi A 1/1
In addition to the Committee meeting, the Remuneration MRZEGEHIN - FMWEEGTIR T ——

Committee also dealt with matters by way of circulation
during 2011. 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 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, Ms. Zhu
Lanfen and Professor Cheng Longdi. The chairman of
the Audit Committee is Mr. Ting Leung Huel, Stephen.
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;

() to review the Company'’s financial control, internal
control and risk management systems;
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BOARD COMMITTEES (Continued)

Audit Committee (Continued)

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

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

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

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

The Audit Committee shall meet at least twice a year.
Two committee meetings were held in 2011 and the
attendance of each member is set out as follows:
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Number of Committee
meeting attended/held

Committee member ZE8HE HE BTZEEEERZRE
Ting Leung Huel, Stephen TRE 2/2
Zhu Lanfen NGRS 212
Cheng Longdi TR 2/2

During the meetings held in 2011, the Audit Committee
had performed the work as summarised below:

(i) 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 2010 (the “2010 Final Audit”);

(i) reviewed the external auditors’ report of finding in
relation to the 2010 Final Audit and the auditors’
report on the connected transactions for the year
ended 31 December 2010;

(ii) reviewed the management accounts of the Group
and the summary of findings by the external
auditors in relation to the 2011 interim report;

(iv) reviewed the financial reports for the year ended
31 December 2010 and for the six months ended
30 June 2011; and
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BOARD COMMITTEES (Continued)

Audit Committee (Continued)

(v) reviewed the effectiveness of internal control
system of the Group including financial, operational
and compliance control 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
2011, 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:
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Paid/Payable

Services rendered for the Group EAEBEREZRE ENRESRER
RMB’000
ARBFT
Audit services ZE RS 3,216
Non-audit services (including consulting IEZHPRTS (LT B AR AR
service for transfer pricing and agreed-upon RAEBREMEER R
procedures for selected financial information EENMOHERR)
of the Group and preliminary announcement
of results) 180
Total: &5 3,396
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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 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 development.
Any views and suggestions from our shareholders are
also welcome to promote our transparency.

On behalf of the Board

Hong Tianzhu
Chairman

Hong Kong, 19 March 2012
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Mr. Hong Tianzhu, aged 44, 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 2 & iR #4415
B R A a] (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 375,459,173 and
163,500,000 shares of HK$0.1 each in the Company as
at 31 December 2011 respectively.

Mr. Zhu Yongxiang, aged 45, is an executive Director
and co-chief executive officer of the Group. He is
responsible for the daily operations of the Group. Mr.
Zhu graduated from the F 8 %7 # T £ ft (Nantong
Textile Industry College) in 1987. Prior to joining the
Group in 1997, Mr. Zhu was an assistant to the general
manager of i % — 18 #7 & (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 2011
respectively.

Mr. Tang Daoping, aged 46, is an executive Director,
chief operation officer 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 &/ EEE
i K £ (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 HE Z 48 %1 & 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.
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DIRECTORS (Continued)

Executive Directors (Continued)

Mr. Gong Zhao, aged 57, 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 #$5 7 55 P10 43
45 & BR (Wuxi No. 4 Cotton Textile Factory). Mr. Gong
was promoted and became a director of Texhong Jinhua
in January 2001.

Independent Non-executive Directors

Ms. Zhu Lanfen, aged 70, studied in 5 45 4 T 23
(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
M 4 B 17 % % & (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 52, obtained his
doctorate degree in textile from Donghua University in
2002. Professor Cheng is currently a professor of B X
2 4y B T 7 X (Department of Textile Engineering,
Donghua University) and he is also the %544 £ i1
B EHERE %2 E 1T (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.
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DIRECTORS (Continued)

Independent Non-executive Directors (Continued)

Mr. TING Leung Huel, Stephen, MH, FCCA, FCPA
(PRACTISING), ACA, CTA (HK), FHKIoD, aged 58, 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 six other listed
companies in Hong Kong, namely China SCE Property
Holdings Limited, Computer and Technologies Holdings
Limited, Dongyue Group Limited, JLF Investment
Company 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.

SENIOR MANAGEMENT

Mr. Sha Tao, aged 46, 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 & ) & T %¥ £ [ (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 7 i@ 25 — 18 47 £ %k (Nantong No. 2 Cotton
Textile Factory).

Mr. Hu Zhiping, aged 48, is a vice president of the
Group and responsible for the grey fabric sales
operations of the Group. Mr. Hu graduated from #E 55
% K2 (Wuxi Professional University) in textile in 1984.
Mr. Hu has over 23 years of experience in the textile
industry. He was a vice general manager of % 851753 4%
% B R A A (Wuxi Xieda Weaving Company Limited)
prior to joining the Group in 1998.

Mr. Hui Tsz Wai, aged 38, 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. Prior to joining the
Group in 2004, he had been working at one of the big
four international accounting firms for about nine years.
He successfully assisted the Group in completion of the
initial public offering on the main board of the Stock
Exchange 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), FHKloD
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
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PRINCIPAL BANKERS

Bank of China (Hong Kong)

Deutsche Bank AG, Hong Kong Branch
Standard Chartered Bank

Citibank (China) Co., Ltd. Shanghai Branch
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

George Town, Grand Cayman

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR
AND TRANSFER OFFICE

Boardroom Share Registrars (HK) Limited

12th Floor, The Lee Gardens

33 Hysan Avenue

Causeway Bay

Hong Kong
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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 2011.

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 36 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 expenditure are set out in note 5 to the
accompanying financial statements.

Geographical segments

The Group operates in four main geographical areas, the
PRC, Vietnam, Macao and Hong Kong. Geographical
analysis of sales, segment results, total assets, and
capital expenditure 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 2011 are set out in the consolidated income
statement on page 55 of this annual report.

The board did not recommend final dividend in respect of
the financial year ended 31 December 2011.

RESERVES

Details of movements in the reserves of the Group and
of the Company during the year ended 31 December
2011 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 2011 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.

FARNESEARESBRE T ——F+=
B=+— B FEREERGCEERHE
BER2HE -

FEXBREBHEDN

NABA—EIREERAT - NEBTER
ELEMEEYR KHEER - AAFF
MEBAR 2z EBEKEEHNEEMN 2 B 75 5H
FHIE36 -

E S Pag
AEBETERERKEEDR A RE -
BERE NBRXE BERBREARAXE
BEAMENBEM 2 M 15 A MIFES

HhE DL
AEBMEBRAPE - HFE - BFARESEN
iR B - B DPEE BE
BB NERRAY 2 E DT H AN 2 B
WEMFES ©

FERDIK
AEERHE_Z——F T _A=1+—8It
FEZFRERIINAFRFS A ZHREER
%o

EEETFRAEERE_T—— 5+ 7
=+ BULFBFE 2 RBRE -

E]
REBERARANEBEE-_T——F+_-A
—t+t—RAUEFEZRHEEBFBTENEEN 2
WIS IREMIZE LT -

% - BERSE
AEBRARABE-F——F+_f
SH-ALEFEZNE  BERIEEDF
R REM 2 BTSRRI T o

% 2%
ANRABZAE B FBEHNBEN 2 P ERE
BIEE 15 ©



DISTRIBUTABLE RESERVES

The Company’s distributable reserves as at 31
December 2011 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 (the “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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SHARE OPTIONS (Continued)

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 (the “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 (the “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 2011, 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*

Professor 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 Professor 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
Professor 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.

B=
FREEZEERNT :

HRRELE
RKFEFEE
BT ELE
BMRSTE

TRERE
KWL=
TR

* BUFRNTER

REARBEAKERADAFELI08A) K TR
BEL KRS REERARBHES
B UEEABRREERRBFAGER
HEIE o

BEERBEL
HRBEE ~ RoKFFELRLE BB FRERE
REL(ORATER)ERBRARRFETL
REEH B -TTWF+—A -+ B
S RB=F EREFEN BEEME
] — 73 TR ) 25 4F B0 & i A 2l B AR AR AR B S 1)
S—HBERAPR=ZEAZEBBANLILE
e

TRERE KBS LT RIZERHEIXD
BZERBIUFNTESE A _TTHF
t—A=-t+—REs NFEH—F AR
REZEHERREZREDEN—F BE
EAR] — 77 B0 27 6 HA U i AT Sk L A& (R (] B ]
AB—AEETIR=EA 2 E@BAL L
B# -

B E = AN B ok H AR M8 A R AT SR
BER  MAEBRBERERAXDEERE
BASN 2 BER A SHANEER —FA TN
BRIk -

i
¥
||
#
&
)
m
0
(©)
)
|
(©)
m
-
I
m
2
)
m
(2]
-
(©)
o)
(2

TT0Z LH0d3d TVYNNNY

BHHs——8=

IN
iy



E
=
|
"
]
)
m
o
(©)
)
|
(©)
m
-
I
m
=
)
m
o
-
(©)
o]
(2}

ETHEESEYHTEY aILINITINOYD ITLXIL ONOHXIL

N
N

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 the 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’
INTERESTS AND SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATION

At 31 December 2011, the interests and short positions
of each Director and chief executive of the Company in
the Shares, underlying shares and debentures of the
Company and its associated corporations (within the
meaning of Part XV of the Securities and Futures
Ordinance, Chapter 571 of the laws of Hong Kong (the
“SFQ”"), as recorded in the register maintained by the
Company under Section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange
pursuant to the Model Code 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 EEERERR interest ZERHA Percentage
AARESESE HBEE AR EENE (Hizt1) BAt
Mr. Hong Tianzhu the Company Interest of controlled 538,959,173 (L) 60.92%
HERMEE YN corporation(s) (Note 2)
PTHEfIE AR R (fizt2)
the Company Beneficial owner 5,400,000(L) 0.61%
AN EREAA
Mr. Zhu Yongxiang the Company Interest of controlled 231,500,000(L) 26.17%
FOKEERE Z\ YN corporation(s) (Note 3)
PTHEGIE AR (Hizt3)
Mr. Tang Daoping the Company Beneficial owner 200,000(L) 0.02%
FEBTEE VNS EREEA
Mr. Gong Zhao the Company Beneficial owner 90,000(L) 0.01%
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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 538,959,173 Shares, as to 375,459,173
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 wholly 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.

[LIRREZALTHROZHFE

34538,959,173 % % 19 375,459,173 A% A
New Green Group Limited (New Green Group
Limited 2 #f 2 # 17 J& 4% 3 Texhong Group
Holdings Limited B = A - A XM £ E =
HHEREIONEZ ) BERIERER
A A% 163,500,000 % LA Trade Partner
Investments Limited GE X e £ Fm A H
2B EITRINA51.36% ) BERIERE
wHEAABR - RIBEFRAEGE - HERN
% & ¥ 15 A H New Green Group Limited &
Trade Partner Investments Limited 58 2 T
RGBS -

231,500,000 A& A% 9 168,000,000 LA
Wisdom Grace Investments Limited (E & %2
BIOIRABRKELEESRB) BRRIERE
A ABE ¢ 163,500,000 % LA Trade Partner
Investments Limited ( KA B HEH S
HEBITIRIDINA1.36% ) BERIEAE R
BEAERL BEFFRBEBRD - RKFEL
HEHE AR A Wisdom Grace Investments Limited
J Trade Partner Investments Limited 548 2 FT
BERGDIEERER -



SUBSTANTIAL SHAREHOLDERS' IERREXDLARD - HEKRS
INTERESTS AND SHORT POSITIONS IN REESEZEZRAR

SHARES AND UNDERLYING SHARES AND

DEBENTURES OF THE COMPANY

So far as the Directors are aware, as at 31 December MEFMNE RZE——F+=_A=1+—
2011, the interests or short position of the persons other B - AR &A% 17D 2k A8 BE A% 1) 2k (&5 42 25 R 1
than a Director or chief executive of the Company in the BRI E 5 K& B E 1§55 336 (40 8RN AR
Shares or underlying shares or debenture of the FEFEBEZETMAZERIAENAL

Company which were recorded in the register required to

be kept by the Company pursuant to Section 336 of the

SFO were as follows:

Ordinary Shares of the Company:
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ordinary
Name of the Nature of shares
substantial shareholder interests (Note 1) Percentage
TERRESE BB ERME ZRKRHE BO
(Htet1)
New Green Group Limited Beneficial owner 375,459,173 (L) 42.44%
EmEBA (Note 2)
(ftst2)
Trade Partner Investments Limited Beneficial owner 163,500,000(L) 18.48%
Emlia A (Note 3)
(Ft5£3)
Wisdom Grace Investments Limited Beneficial owner 68,000,000(L) 7.69%
EmfEAA (Note 4)
(Htit4)
Texhong Group Holdings Limited Interest of controlled 375,459,173 (L) 42.44%
corporation(s) (Note 2)
PRIz GEANB RS (HfzE2)
Ms. KE Luping Interest of spouse 544,359,173 (L) 61.53%
lEF SR gun B B fE s (Note 5)
(Hiz+5)
Ms. ZHAO Zhiyang Interest of spouse 231,500,000(L) 26.17%
WEHL LT JiRREE e (Note 6)
(Ktst6)
>
Lianjie (China) Investments Limited Beneficial owner 45,016,000(L) 5.09% %
Ema A (Note 7) S
(MtsF7) =
m
Hui Ching Lau Interest of controlled 45,016,000(L) 5.09% 8
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SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY (Continued)

Notes:

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

2. These 375,459,173 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 wholly
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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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 2011 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 19.5%
— five largest suppliers combined 38.4%
Sales
— the largest customer 3.6%
— five largest customers combined 12.0%

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 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
2011.

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 Professor 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
2011.

REMUNERATION COMMITTEE

The Remuneration Committee comprises three
independent non-executive Directors, namely Mr. Ting
Leung Huel, Stephen, Ms. Zhu Lanfen and Professor
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.

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, 19 March 2012
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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 2011, 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 information.

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.

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.
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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.

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 2011, 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, 19 March 2012
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As at 31 December 2011
WZE——F+=-A=+—H

As at 31 December

Rt=A=+-8
2011 2010

—g-——F —T-Tf

Note RMB’000 RMB’000

et ARETFT ARETT
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ASSETS BE
Non-current assets FERBEE
Land use rights T AR 6 185,711 151,075
Property, plant and equipment L E T 7 1,991,777 1,798,930
Investment in an associate REEE QN EMWIRE 9 46,545 43,560
Deferred income tax assets RIEFEHERE 20 49,638 24,430
2,273,671 2,017,995
Current assets REBEE
Inventories "5 11 1,288,561 1,386,851
Trade and bills receivables BUNE 5 REERIE 12 640,086 404,319
Prepayments, deposits and other TERFIE - Rk
receivables Hh fE U AR R 13 232,719 495,378
Pledged bank deposits BHERERITIFR 14 31,907 35,231
Cash and cash equivalents ReRREFEY 14 463,407 569,466
2,656,680 2,891,245
Total assets HEE 4,930,351 4,909,240
EQUITY AND LIABILITIES REEZREE
Equity attributable to owners AATHEE AEMN
of the Company BRI
Ordinary shares TE AR 15 94,064 94,064
Share premium f& 17 & (8 15 189,218 189,218
Other reserves H 17 423,853 419,299
Retained earnings R 5 A 17
— Proposed final dividend —EEARERE 32 - 126,243
— Others —H A 1,364,673 1,380,275
2,071,808 2,209,099
Non-controlling interests FEIE IR 95 76
Total equity R RS 2,071,903 2,209,175
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As at 31 December 2011
R—E——F+=-A=+—H

As at 31 December

Rt=A=t+-8

2011 2010

—g—-% —T-Ff

Note RMB’000 RMB’000

et ARETFT ARKTT
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LIABILITIES =R
Non-current liabilities kFRBEE
Borrowings BE 18 1,712,275 629,806
Deferred income tax liabilities BEFTSTHAE 20 52,401 49,275
1,764,676 679,081
Current liabilities HEBEE
Trade and bills payables e B 5 REERIE 21 502,408 859,402
Accruals and other payables TEIRE A R HMER
BRFX 22 417,103 476,533
Current income tax liabilities EHEHAaE (14,277) 41,668
Borrowings =3 18 143,519 609,912
Derivative financial instruments PTEEmIA 19 45,019 33,469
1,093,772 2,020,984
Total liabilities FR =R 2,858,448 2,700,065
Total equity and liabilities BRRAERREE 4,930,351 4,909,240
Net current assets RBEEFE 1,562,908 870,261
Total assets less current liabilities HEERRBAE 3,836,579 2,888,256

The notes on pages 60 to 143 are an integral part of 60X 1438 v Wit ABI KRz 2 — 25 -
these consolidated financial statements.

The financial statements on pages 52 to 143 were $52ZE143B v HEHFREN T ——F=
approved by the Board of Directors on 19 March 2012 A+ hBEESe#E FH NIEERE

and were signed on its behalf. 5E
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As at 31 December 2011
WZE——F+=-A=+—H

As at 31 December

R+=—A=+-—H
2011 2010
—E-—F ZZE-TF
Note RMB’000 RMB’000
B et AR¥TFrT AREFT
ASSETS BE
Non-current assets I RBEE
Property, plant and equipment WME - BE &K 7 52 121
Investments in subsidiaries R B R R R E 8 1,313,643 774,958
1,313,695 775,079
Current assets REEE
Prepayments, deposits and TERIE  Re &k
other receivables H fh fEURBR 3R 13 5 5
Due from subsidiaries JE UFfT BB R B FRIE 8 695,312 714,362
Cash and cash equivalents ReRREFEY 14 1,853 3,457
697,170 717,824
Total assets BEE 2,010,865 1,492,903
EQUITY AND LIABILITIES BRRERREE
Equity attributable to owners AAEBEE AES
of the Company RRER
Ordinary shares TR 15 94,064 94,064
Share premium 10 m(E 15 189,218 189,218
Other reserves HEM#EE 17 172,319 172,319
Retained earnings 1R 5 F) 17
— Proposed final dividend —EEARIRE 32 - 126,243
— Others —HAh 3,931 7,732
Total equity R RS 459,532 589,576
LIABILITIES aE
Non-current liabilities kFBEE
Borrowings BE 18 1,203,472 379,150
Current liabilities REBAE
Accruals and other payables TR B M R E MR
BRIK 22 178,797 148,393
Due to subsidiaries FERT BB R B FUR 8 124,045 305,122
Borrowings 3= 18 - 70,421
Derivative financial instruments TESHMIT A 19 45,019 241
347,861 524,177
Total liabilities wWeE 1,551,333 903,327
Total equity and liabilities BRREEREE 2,010,865 1,492,903
Net current assets RBEEFEE 349,309 193,647
Total assets less current liabilities BEERRBERS 1,663,004 968,726

The notes on pages 60 to 143 are an integral part of

these financial statements.

The financial statements on pages 52 to 143 were
approved by the Board of Directors on 19 March 2012

F60E 1438 2 MIERULMTEIRER 2 —HF D -

F2EIABBE I MBHRRENR T ——F=
At+thBEESSHE THINHIESEKRK

ETHEESEYHTEY aILINITINOYD ITLXIL ONOHXIL
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For the year ended 31 December 2011
BE-F——45+-A=+—HILEE

Year ended 31 December

BE+t-A=+—HLEE

2011 2010
-5 ZIZT-TF
Note RMB’000 RMB’000
iz ANEETFT ARETFT
Revenue WA 6,872,713 5,471,598
Cost of sales HERAR 24 (6,317,128)  (4,162,989)
Gross profit EF 555,585 1,308,609
Selling and distribution costs HERD AL 24 (151,781) (128,930)
General and administrative expenses — M RITHFAX 24 (208,833) (204,867)
Other income HA 23 21,993 49,517
Other losses — net HttgsE— 38 23 (58,742) (39,292)
Operating profit R 158,222 985,037
Finance income BRI 27 7,948 2,792
Finance costs B &R 27 (85,680) (46,358)
Finance costs — net &R —#8 27 (77,732) (43,566)
Share of profit of an associate DEHE AR 9 2,985 8,702
Profit before income tax BT BB ADRF 83,475 950,173
Income tax expense FT8 T 29 (22,200) (109,039)
Profit for the year FEREF 61,275 841,134
Profit attributable to: U & A EEER
Owners of the Company RREHEBA 61,256 841,225
Non-controlling interests JEIR GRS 19 (91)
61,275 841,134
Earnings per share attributable FRARLDFRE
to equity holders of the BEAELEER
Company during the year BR
(expressed in RMB per share) (AERARERT)
Basic earnings per share BREREF 31 0.07 0.95
Diluted earnings per share GREERT 31 0.07 0.95
Dividends BRE 32 72,304 211,181

The notes on pages 60 to 143 are an integral part of

these consolidated financial statements.
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For the year ended 31 December 2011
BE-F——F+-A=+—BILFE

Year ended 31 December
BZE+-BA=1+—HLEE

2011 2010
—g-—% ZP-BF
Note RMB’000 RMB’000

it ARBTFRT ARETT
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Profit for the year FREA 61,275 841,134
Other comprehensive income: Hitt 2w :
Revaluation of buildings BFER

— gross — 4% 17 - 32,181

— deferred income tax —IEEFTSH 17 - (7,665)
Other comprehensive income FREMZEBE

for the year - 24,516
Total comprehensive income FREZANEHAE

for the year 61,275 865,650
Attributable to: LU & FRE
Owners of the Company ZA/NCIE ZEUN 61,256 865,741
Non-controlling interests FEIR I A 19 (91)

61,275 865,650

The notes on pages 60 to 143 are an integral part of $60Z 1438 2 izt Atz A M EHRER 2 —
these consolidated financial statements. o o

ETHEESE®HTEY aILINITINOYD ITLXIL ONOHXIL

a1
(o}



For the year ended 31 December 2011
BE-F——45+-A=t+—HILEE

Attributable to owners of the Company

KARERAER
Non-
Share Share Other Retained controlling Total
capital premium reserves earnings Total interests equity

Bx ROEE  AbEE  REE B FEGNER  ARRER
Note RMBOO0  RMBO00  RMBOOD ~ RMB000 ~ RMB000  RMBOO0  RMB'00O
Wi ARBTL ARETT ARETL ARETT ARETT ARETT ARETZ

Balance at 1 January 2010 R=8-F%
-A-BM&s 94,064 189,218 340,496 862,887 1,486,665 - 1486665

Comprehensiveincome  2AHE
Profit for the year FREH - - - 841,225 841,225 (91) 841,134

Other comprehensive Hit2E K
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income
Surplus on revaluation BfET R
of buildings
- gross -8 17 - - 32,181 - 32,181 - 32,181
- deferred income tax —BRMER 17 - - (7,665) - (7,665) = (7,665)
Transfer from revaluation ~ FEMREZES
reserve to retained RE&EF
eamings
- gross —158 17 - - (2,660) 2,660 = = =
— deferred income tax —BREAMEH 17 = - 789 (789) = = =

Total comprehensive 2EREAE
income - - 22,645 1871 24516 - 24516

Transactions with owners EREREAZRS

Capital injection TE - - - - - 167 167
Dividend relatingto 2009~ ABE-ZTTNE/HE 32 - - - (58,369) (58,369) = (58,369)
Dividend relatingt0 2010~ FE-ZT-TFzRE 32 = = = (84,938)  (84,938) = (84,938)
Transfer to statutory ERTTRE

reserves 17 - - 56,158 (56,158) - - -

Total transactions AREREAZ
with owners REBE - - 56,158 (199,465)  (143,307) 167 (143,140)

Balance at 31 December  R=F-F%

2010 +=A=t-H JZ>
e 94064 189218 419299 1506518 2,209,099 76 2209175 z

z

The notes on pages 60 to 143 are an integral part of $60ZE 143 8 7 fffsE Atz A B SRR 2 — 2
these consolidated financial statements. & o E
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For the year ended 31 December 2011
HE-F——F+-A=+—BILFE

Attributable to owners of the Company

RAREEAEE
Non-
Share Share Other Retained controlling Total
capital premium reserves earnings Total interests equity

BE REE  ABEE  REEN @i FENNER ARRER
Note RMBOOO ~ RMBO00  RMBOOD ~ RMB000  RMBOO0  RMBOOO  RMBIO0O
Wi ARETT ARETT ARBTL ARBTT ARETT ARKTT ARETR

Balance at 1 January 2011 R=8-—%
-A-BW&sR 94,064 189,218 419299 1506518 2,209,099 76 2209175

Comprehensiveincome ~ 2AHE
Profit for the year FREH - - - 61,256 61,256 19 61,275

Other comprehensive Hit2ERE
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income
Transfer from revaluation ~ FEMEHEEEE
reserve to retained REEH
earnings
- gross —3 17 - - (4,995) 4,995 = = =
- deferred income tax —ERAEHR 17 - - 1316 (1,316) = = =

Total comprehensive 2ERELE
income - - (3,679) 3679 - - -

Transactions with owners EREREAZXS

Dividend relating 102010~ 5E-2—-FE7MBe 2 - - - (126243)  (126243) S (126243)
Dividend relating to 2011~ BE=T——Fzk8 32 - - - (72,304) (72,304) - (72,304)
Transfer to statutory reserves B&Z A E 17 - - 8,233 (8,233) - - -
Total transactions HREREAZ

with owners RE4E = . 8233 (206780)  (198,547) - (198547)
Balance at 31 December R=E--%

2011 +ZB=1-8

ki3 94,064 189,218 423,853 1,364,673 2,071,808 95 2,071,903

The notes on pages 60 to 143 are an integral part of $60E 143 & 7 Wit AlLGAMKRER Y —
these consolidated financial statements. Fh5 o
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For the year ended 31 December 2011
BE-F——45+-A=+—HILEE

Year ended 31 December

BE+t-A=+—HLEE

2011 2010
—§——% -T-FF
Note RMB’000 RMB’000

i AR TR ARKTT

Cash flows from operating activities RELETEMN

ReRe
Cash generated from operations KEMEEZRS 33 56,524 547,876
Interest received BIHE 7,948 2,792
Income tax paid EAATER (100,227) (80,525)

Net cash (used in)/generated from operating &% 58 (Fi%E),~
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activities F8REFE (35,755) 470,143

Cash flows from investing activities REREFEW
ReRE

Purchases of property, plant and equipment B E¥% - FiE M & (420,989) (349,094)
Purchase of land use rights BE T A (38,813) -
Proceeds from sale of property, HEME - BER

plant and equipment REPTISHRIE 33 18,818 8,980
Net cash used in investing activities REEHMEREIFE (440,984) (340,114)
Cash flows from financing activities REMETEN

HeRE

Proceeds from capital injection from IS T E

non-controlling interest Fr{S 518 - 167
Proceeds from borrowings EEMEHIE 1,965,578 1,126,219
Repayments of borrowings BEEE (1,273,079) (846,990)
Dividends paid to the Company’s EESNSEYIREI

Shareholders ZRE (198,547) (143,307)
Interest paid BEARFIE (126,596) (69,323)
Decrease/(increase) in pledged bank B EARITER

deposits WA,/ (3 0) 3,324 (19,332)
Net cash generated from financing activities §i'& /R EHFTSIE & F4E 370,680 47,434

Net increase in cash and cash equivalents HE&RBEEZEY

2 (106,059) 177,463 >

P

Z

Cash and cash equivalents at beginning FOzH& & S
of year ReEEY 14 569,466 392,003 -

m

o

Cash and cash equivalents at end FRZEER 2
of the year BeZEY 14 463,407 569,466 -
o
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For the year ended 31 December 2011
BE-_T——F+-A=1+—BLLFE
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(All amounts in RMB)
(A BEUAREE)

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 19 March 2012.

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.
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RAR DR _EENFLA+—RER
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—MEREERAR - B EE
Hb 4k A Cricket Square, Hutchins Drive,
P.O. Box 2681, Grand Cayman, KY1-
1111, Cayman Islands °
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2.

For the year ended 31 December 2011
BE-F——45+-A=t+—HILEE

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)
2.1 Basis of preparation (Continued)
Changes in accounting policy and
disclosures
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 2011
that are relevant to the Group.

(@)

HKAS 24 (Revised), “Related
Party Disclosures” is effective for
annual period beginning on or
after January 2011. It introduces
an exemption from all of the
disclosure requirements of HKAS
24 for transactions among
government related entities and
the government. Those
disclosures are replaced with a
requirement to disclose:

. The name of the government
and the nature of their
relationship;

. The nature and amount of
any individually significant
transactions; and

. The extent of any
collectively-significant
transactions qualitatively or
quantitatively.

It also clarifies and simplifies the
definition of a related party. The
Group has applied this new
accounting police; however it has
no impact on the financial
statements.
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For the year ended 31 December 2011 (All amounts in RMB)
BE-_T——F+-A=1+—BLLFE (FrIE2BAARKE)

2. SUMMARY OF SIGNIFICANT 2. EEETBERBE®
ACCOUNTING POLICIES (Continued)
2.1 Basis of preparation (Continued) 21 RBEEGE)
Changes in accounting policy and B BEREBEREE (&)
disclosures (Continued)
(b) New and amended standards have () BEEMER-F——F—
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been issued but are not effective for the
financial year beginning 1 January 2011
and have not been early adopted

The Group’s assessment of the impact
of these new and amended standards
is set out below.

. HKFRS 9, “Financial instruments”
addresses the classification,
measurement and recognition of
financial assets and financial
liabilities. HKFRS 9 was issued in
November 2009 and October
2010. It replaces the parts of
HKAS 39 that relate to the
classification and measurement of
financial instruments. HKFRS 9
requires financial assets to be
classified into two measurement
categories: those measured as at
fair value and those measured at
amortised cost. The determination
is made at initial recognition. The
classification depends on the
entity’s business model for

A — B Fite < B BF & i
REZXALRIERRAZ
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R RSB RTER 2%
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. BRI HELERE
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BlEosN —ZTET A
F+—AN—_ZT—Z
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FIFHESE T
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B - BEMER
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BMEED B AME
27 - BT ER
SR M IR A A
SFEER WL
BREENETE - 9

managing its financial instruments BRIEREREAES
and the contractual cash flow BT AEMEFERR
characteristics of the instrument. ZITAMEHREM

For financial liabilities, the
standard retains most of the
HKAS 39 requirements. The main

EREME - R
BEMmME - ZEAR
BTEBSTERSE

change is that, in cases where the 39EHIREBDIRE ©
fair value option is taken for FEFPRWERE
financial liabilities, the part of a EREUNRQFEED
fair value change due to an R AERBASEE
entity’s own credit risk is recorded JeR\ ez i 2E AE ) A SR
in other comprehensive income E2HHINEMEE
rather than the income statement, W %5 1 3F W2 = A
unless this creates an accounting iR BRIEEEEHS
mismatch. sTERACD ©
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For the year ended 31 December 2011

(All amounts in RMB)

BHE-ZT——F+-_A=+—RLFE FHELEUARKE)

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)
2.1 Basis of preparation (Continued)
Changes in accounting policy and
disclosures (Continued)
New and amended standards have
been issued but are not effective for the
financial year beginning 1 January 2011
and have not been early adopted
(Continued)

(b)

HKFRS 10 “Consolidated financial
statements” builds on existing
principles by identifying the
concept of control as the
determining factor in whether an
entity should be included within
the consolidated financial
statements of the parent
company. The standard provides
additional guidance to assist in
the determination of control where
this is difficult to assess.

HKFRS 13 “Fair value
measurement” aims to improve
consistency and reduce
complexity by providing a precise
definition of fair value and a single
source of fair value measurement
and disclosure requirements for
use across HKFRSs. The
requirements do not extend the
use of fair value accounting but
provide guidance on how it should
be applied where its use is
already required or permitted by
other standards within HKFRSs.

The Group is yet to assess these
standards’ full impact and intends
to adopt these standards no later
than the accounting period
beginning on or after 1 January
2013. There are no other HKFRSs
or HK(IFRIC) interpretations that
are not yet effective that would be
expected to have a material
impact on the Group.
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For the year ended 31 December 2011 (All amounts in RMB)
BE-_T——F+-A=1+—BLLFE (FrIE2BAARKE)
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2. SUMMARY OF SIGNIFICANT 2. EEETBERBE®
ACCOUNTING POLICIES (Continued)
2.2 Subsidiaries 22 KMEAR
2.2.1 Consolidation 221 HREKRE
(@) Subsidiaries (@) HKiExra
Subsidiaries are all entities RIEENEIE RN
(including special purpose Y E S R EBUR
entities) over which the Group has TR il - A
the power to govern the financial FHERENER

and operating policies generally
accompanying a shareholding of
more than one half of the voting
rights. The existence and effect of

(BEREFHRENE
B) - EFHAKHE
EREHNE—ER®

B - KE R R AITT

potential voting rights that are sk B A AT 8 8 E
currently exercisable or EREEREEFER

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.

Inter-company transactions,
balances, income and expenses
on transactions between group

=4
Hydo

BB A ) B P
BYAKEERLER
EiRA AR - WhE
Bl LR AR
AN -

SEARFE AR
5 RSB R
XTSI - REE

companies are eliminated. Profits ERZEBARAZ
and losses resulting from BM R S FEL R F

intercompany transactions that
are recognized in assets are also
eliminated. Accounting policies of
subsidiaries have been changed
where necessary to ensure
consistency with the policies
adopted by the Group.
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For the year ended 31 December 2011
BE-F——45+-A=t+—HILEE

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)
2.2 Subsidiaries (Continued)

2.2.1 Consolidation (Continued)

(b)

(©)

Business Combination

The Group applies the acquisition
method 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 to the former owners of
the acquiree 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. Identifiable assets
acquired and liabilities and
contingent liabilities assumed in a
business combination are
measured initially at their fair
values at the acquisition date. The
Group recognises any non-
controlling interest in the acquiree
on an acquisition-by-acquisition
basis, either at fair value or at the
non-controlling interest’s
proportionate share of the
recognised amounts of acquiree’s
identifiable net assets.

Acquisition-related costs are
expensed as incurred.

Changes in ownership interests in
subsidiaries without change of
control

Transactions with non-controlling
interests that do not result in loss
of control are accounted for as
equity transactions — that is, as
transactions with the owners in
their capacity as owners. The
difference between fair value of
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.
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(All amounts in RMB)
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For the year ended 31 December 2011 (All amounts in RMB)
BE-_T——F+-A=1+—BLLFE (FrIE2BAARKE)

2. SUMMARY OF SIGNIFICANT 2. EEEHBXRBE®)
ACCOUNTING POLICIES (Continued)
2.2 Subsidiaries (Continued) 22 MIBARE)
2.2.1 Consolidation (Continued) 221 #ERE (&)
(d) Disposal of subsidiaries (d) HERBALAE]
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When the Group ceases to have
control, any retained interest in
the entity is re-measured to its fair
value at the date when control is
lost, 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.

2.2.2 Separate financial statements

Investments in subsidiaries are
accounted for at cost less impairment.
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.

Impairment testing of the investments in
subsidiaries is required upon receiving
dividends from these investments if the
dividend exceeds the total
comprehensive income of the
subsidiary in the period the dividend is
declared or if the carrying amount of the
investment in the separate financial
statements exceeds the carrying
amount in the consolidated financial
statements of the investee’s net assets
including goodwill.
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For the year ended 31 December 2011 (All amounts in RMB)
HEZZ——F+ZA=+—HIEFE FBELEAARKIE)

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. Under the equity method, the
investment is initially recognized at cost, and
the carry amount is increased or decreased
to recognize the investor's share of the profit
or loss of the invested after the date of
acquisition. The Group’s investment in
associates includes goodwill identified on
acquisition.

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 is reclassified to profit
or loss where appropriate.

The Group determines at each reporting date
whether there is any objective evidence that
the investment in the associate is impaired. If
this is the case, the Group calculates the
amount of impairment as the difference
between the recoverable amount of the
associate and its carrying value and
recognises the amount adjacent to “share of
profit/(loss) of an associate” in the
consolidated income statement.

Profits and losses resulting from upstream
and downstream transactions between the
Group and its associate are recognised in the
Group’s financial statements only to the
extent of unrelated investor’s interests in the
associates. Unrealised losses are 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 2011 (All amounts in RMB)
BE-_T——F+-A=1+—BLLFE (A BEUAREE)

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.

(@) 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.

(b) Transactions and balances

Foreign currency transactions are
translated into the functional currency
using the exchange rates prevailing at
the dates of the transactions or
valuation where items are 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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2.

For the year ended 31 December 2011
BE-F——45+-A=t+—HILEE

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.5 Foreign currency translation (Continued)

()

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.

2.

(All amounts in RMB)
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For the year ended 31 December 2011 (All amounts in RMB)
BE-_T——F+-A=1+—BLLFE (A BEUAREE)

Buildings comprise mainly factories and
offices. Buildings are shown at fair value,
based on periodic, but at least triennial,
valuations by external independent valuers,
less subsequent depreciation for buildings.
Any accumulated depreciation at the date of
revaluation is eliminated against the gross
carrying amount of the asset, and the net
amount is restated to the revalued amount of
the asset. All other property, plant and
equipment is stated at historical cost less
depreciation. Historical cost includes
expenditure that is directly attributable to the
acquisition of the items.

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

Increases in the carrying amount arising on
revaluation of buildings are recognised in
other comprehensive income. Decreases that
offset previous increases of the same asset
are charged to other comprehensive income;
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”.
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For the year ended 31 December 2011 (All amounts in RMB)
HEZZ——F+ZA=+—HIEFE FBELEAARKIE)

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 3to 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 2.8).

Gains and losses on disposals are
determined by comparing the proceeds with
the carrying amount and are recognised
within “other losses — net” in the consolidated
income statement.

When revalued assets are sold, the amounts
included in revaluation reserve are
transferred to retained earnings.

Construction-in-progress, representing
buildings on which construction work has not
been completed and machinery pending
installation, is stated at cost, which includes
construction expenditures incurred, cost of
machinery, interest capitalised and other
direct costs capitalised during the
construction and installation period, less
accumulated impairment losses, if any. No
depreciation is provided in respect of
construction-in-progress until the construction
and installation work is completed and put
into use. On completion, construction-in-
progress is transferred to appropriate
categories of property, plant and equipment.
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For the year ended 31 December 2011 (All amounts in RMB)
BE-_T——F+-A=1+—BLLFE (FrIE2BAARKE)

2. SUMMARY OF SIGNIFICANT 2. EEETBERE®)
ACCOUNTING POLICIES (Continued)
2.7 Land use rights 2.7 tiifERRE
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The premiums paid to acquire land use rights
are recorded as prepayment for operating
lease, and are amortised using the straight-
line method over the period of the land use
rights of 45 to 50 years.

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

Impairment testing of the investments in
subsidiaries or associates is required upon
receiving dividends from these investments if
the dividend exceeds the total comprehensive
income of the subsidiary or associate in the
period the dividend is declared or if the
carrying amount of the investment in the
separate financial statements exceeds the
carrying amount in the consolidated financial
statements of the investee’s net assets
including goodwiill.
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For the year ended 31 December 2011 (All amounts in RMB)
HEZZ——F+ZA=+—HIEFE FBELEAARKIE)

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

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

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

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

Inventories are stated at the lower of cost and
net realisable value. Cost is determined using
the weighted average method. The cost of
finished goods and work in progress
comprises raw materials, direct labour, other
direct costs and related production overheads
(based on normal operating capacity). It
excludes borrowing costs. Net realisable
value is the estimated selling price in the
ordinary course of business, less applicable
variable selling expenses.
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For the year ended 31 December 2011 (All amounts in RMB)
BE-_T——F+-A=1+—BLLFE (FrIE2BAARKE)

2. SUMMARY OF SIGNIFICANT 2. EESBERBE®)
ACCOUNTING POLICIES (Continued)
2.12 Trade and other receivables 212 EWEZFIEREMEWIRIK
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Trade receivables are amounts due from
customers for merchandise sold or services
performed in the ordinary course of business.
If collection of trade and other receivables is
expected in one year or less (or in the normal
operating cycle of the business if longer),
they are classified as current assets. If not,
they are presented as non-current assets.

Trade and other receivables are recognised
initially at fair value and subsequently
measured at amortised cost using the
effective interest method, less provision for
impairment.

Cash and cash equivalents

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.

Share capital
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, net of tax, from the
proceeds.

Trade payables

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.

FEWE 5 A AE R B ERBE
B 7S R S AT IR AR S FE LR
BPZHA - fHEWE S HRIEAR
Hip YRR RTRA AT N —F a2
MR (3t B P 3 & - BIIAE 3¢
BIEEZERS)  MoBERR
BE - WAER—FH 2R
K AIASEREEESZT -

PR 5 3008 R MO
MEATFEER - Lk AREH
SRR AR R 3 -

RERAEEZEY
EGaBRanERT  HERA
LEEVRREFERRT  RITE
MER - HtIHAR=EAXK
UATHESASREIERE RIRTT
BX -

IR
BRI S

HBEITHR B REERARN
BEKA SIS IERAER
HHBIE (FORRFRIR)

PN E 5 R
ENESHAR/ERTEEBKBRE
B 3 R W R R SRS 2 A
REME - HENERAR —Fh2
NEIM (A REER - AlER
BIERZERD) - (D BRRE
BRE- MR —FH2AE
Hi - BISASERBIBESZS -

NEZRARE A FEER -
BABERF R RIZ B A G

R

8
&
L

feln



2.

For the year ended 31 December 2011
BE-F——45+-A=t+—HILEE

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.16

2.17

Borrowings

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.

Borrowing costs

General and specific borrowing costs directly
attributable to the acquisition, construction or
production of qualifying assets, which are
assets that necessarily take a substantial
period of time to get ready for their intended
use or sale, are added to the cost of those
assets, until such time as the assets are
substantially ready for their intended use or
sale.

Investment income earned on the temporary
investment of specific borrowings pending
their expenditure on qualifying assets is
deducted from the borrowing costs eligible for
capitalisation.

All other borrowing costs are recognised in
profit or loss in the period in which they are
incurred.

2.

(All amounts in RMB)
(FIESBEUAAREE)

EESBERBEE %)

2.16

2.17
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For the year ended 31 December 2011 (All amounts in RMB)
BE-_T——F+-A=1+—BLLFE (A BEUAREE)

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.

(@) Currentincome tax

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.

(b) Deferred income tax

Inside basis differences

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

Deferred income tax assets are
recognised only to the extent that it is
probable that future taxable profit will
be available against which the
temporary differences can be utilised.
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2. SUMMARY OF SIGNIFICANT 2. EEETBERBE# S
ACCOUNTING POLICIES (Continued) 31;
2.18 Current and deferred income tax 2.18 ENEIRIEFEFTSH (&) —
(Continued) o
(b) Deferred income tax (Continued) (b) IEEFEH(E) ;_:'
Outside basis differences SMEEEZZ m
Deferred income tax is provided on RIEFTE AR B R 8
temporary differences arising on B R E) R E A E] i 5] B P
investments in subsidiaries and WEREZEELRE & 8
associates, except for deferred income SEAESENEESR -
tax liability where the timing of the ke mE - BEREZER g
reversal of the temporary difference is AR N E R R ARk E =
controlled by the Group and it is B #) 3R 3T AT 15 B & E AR E
probable that the temporary difference N o T
will not reverse in the foreseeable ,Z’
future. =
2]
(c) Offsetting (c) #K8H ,’3
Deferred income tax assets and BLEMEHEAERARKE (7
liabilities are offset when there is a AJFE B A TR A E B B >
legally enforceable right to offset current MIEBEAS EENE —
tax assets against current tax liabilities EIHRIELEFREHEER =2
and when the deferred income taxes BEENRF—HBHEAR E
assets and liabilities relate to income A —FE R T E 88 kTR e ~
taxes levied by the same taxation A B RS (B -
authority on either the taxable entity or ERBRIFEELELINE
different taxable entities where there is BAEER) R - SR EME
an intention to settle the balances on a #HiH o
net basis.
2.19 Employee benefits 219 EEEF
(@) Employee leave entitlements (@) EEFREZERH
Employee entitlements to annual leave EEMEENFREREE
are recognised when they accrue to AZERER  WEERE
employees. A provision is made for the BHESEERAMRERS
estimated liability for annual leave as a st F R G A ESHE
result of services rendered by EHBE -EEFTZEAH
employees up to the balance sheet FHMERRAKRBREFS
date. Employee entitlements to sick FER o

leave and maternity leave are not
recognised until the time of leave.
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For the year ended 31 December 2011 (All amounts in RMB)
BE-_T——F+-A=1+—BLLFE (FrIE2BAARKE)

2.  SUMMARY OF SIGNIFICANT 2. EESTBREBE®R
ACCOUNTING POLICIES (Continued)
2.19 Employee benefits (Continued) 219 EEEA(E)
(b) Pension obligations (defined (b) BARESHEE(EHEMERETE)
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contribution plans)

A defined contribution plan is a pension
plan under which the Group pays fixed
contributions into a separate entity. The
Group has no legal or constructive
obligations to pay further contributions
if the fund does not hold sufficient
assets to pay all employees the benefits
relating to employee service in the
current and prior periods.

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
employee benefit expense when they
are due. Prepaid contributions are
recognised as an asset to the extent
that a cash refund or a reduction in the
future payments is available.

Share-based compensation

The Group operates an equity-settled,
share-based compensation plan. The
fair value of the employee services
received in exchange for the grant of
the options is recognised as an
expense. The total amount to be
expensed over the vesting period is
determined by reference to the fair
value of the options granted, excluding
the impact of any non-market vesting
conditions (for example, profitability and
sales growth targets).
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2. SUMMARY OF SIGNIFICANT 2. EESHBERBE®) 9
ACCOUNTING POLICIES (Continued) m
2.19 Employee benefits (Continued) 219 EEERE) -
(c) Share-based compensation (c) LARBIEmEE) (@]
(Continued) FTERBEHEREE =~
Non-market vesting conditions are R TEE A FITEMER m
included in assumptions about the EREE REHEHER - 8
number of options that are expected to EERYHEBERAMEE P4
become exercisable. At each balance HAR] T 17 {5 &Y A AR R A B 8
sheet date, the entity revises its B WRERRAERE -
estimates of the number of options that BRREFHHF(NE) B g
are expected to become exercisable. It FENEEROERES =
recognises the impact of the revision of o E
original estimates, if any, in the income m
statement, with a corresponding <
adjustment to equity. ,z’
(o)
When the options are exercised, the X F) O P R T AT (0 B 2
company issues new shares. The TR - B RERERESITE 7
proceeds received net of any directly B B YT S FE (HBR ;
attributable transaction costs are EREERIERHEA)H —
credited to share capital (nominal value) HARRA (EE) K7D & 2
and share premium when the options B o g
are exercised. -
(/2]
(d) Bonus plan (d) TEALETE
The Group recognises a provision for AEBERE R THAB
bonuses where contractually obliged or FHMOEEAK TR TR
where there is a past practice that has TEAT TR -
created a constructive obligation.
2.20 Provisions 220 #f&

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
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considering the class of obligations as a ¥RIETE S M AR —E1E B 18R C
whole. A provision is recognised even if the H) & R B T BE MR IE - (2R =
likelihood of an outflow with respect to any TR - P
one item included in the same class of r;ﬁ
obligations may be small. 8
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For the year ended 31 December 2011 (All amounts in RMB)
BE-_T——F+-A=1+—BLLFE (FrIE2BAARKE)

2. SUMMARY OF SIGNIFICANT 2. SHBERE®)
ACCOUNTING POLICIES (Continued)
2.20 Provisions (Continued) 220 #BfE(E)
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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 recognition

Revenue is measured at the fair value of the
consideration received or receivable, and
represents amounts receivable for goods
supplied, stated net of discounts returns and
value added taxes. The Group recognises
revenue when the amount of revenue can be
reliably measured; when 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 of return on historical results,
taking into consideration the type of
customer, the type of transaction and the
specifics of each arrangement.

(@) Sales of goods

Sales of goods are recognised when a
Group entity has delivered products to
the customer and the risk and reward of
the goods has been transferred, the
customer has accepted the products
and collectibility of the related
receivables is reasonably assured.

(b) Interestincome
Interest income is recognised on a time-
proportion basis using the effective
interest method.
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For the year ended 31 December 2011 (All amounts in RMB)
HEZZ——F+ZA=+—HIEFE FBELEAARKIE)

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

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

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.

(@) 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.
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For the year ended 31 December 2011 (All amounts in RMB)
BE-_T——F+-A=1+—BLLFE (A BEUAREE)

(@) Foreign exchange risk (Continued) (@) HNERERE)
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At 31 December 2011, if RMB had
weakened/strengthened by 4.9%
against USD with all other variable held
constant, post-tax profit for the year
would have been RMB44,786,000
(2010: RMB33,323,000) 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.

Cash flow and fair value interest rate
risk

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 2011, approximately 79%
(2010: 55%) 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 interest
rate swaps. Such interest rate swaps
have the economic effect of converting
borrowings from floating rates to fixed
rates or from fixed rates to floating
rates. As at 31 December 2011, the
Group converted borrowings of
RMB5,671,000 (2010: RMB17,881,000)
from floating rate to fixed rate
and converted borrowings of
RMB1,260,180,000 (2010: nil) from
fixed rate to floating rate through
interest rate swap (Note 19).

R=—ZZT——F+=A
=t+—8 WARKEIEE
THWEXREEFE
4.9% + P H A4 Al #H
RERFTE  BIFARE
wmAE R, EIAR
44,786,000 T (—E—F
F: A R #33,323,000
J0)  TERRERAET
PIRH BRI R
Be MBS SEY BK
B hEERE  BHE
SREEFBUAREEE
ERINEEE,WESFTE

RBEeRERAFEMNER
4

B EEARITERRIRT
Re(MeE14) 90 KEE
WHERAMENGFEEE -
REB D AR B UA R
Mfﬁihmiﬁﬁiﬁ/\ﬁ?—i%
FEEF . EEEEB
BEENNEEFHETE
EEEATE -

NE BRI R E R A S
B -REZBEFEMNEES
AEBEREREREF X
R EZE B EMNEE
Al AREBmE R FEF
RER - R_FT——F
+-A=+—8 ' A£H
HT19%( = T — = E
55%) 2 fEE AT R B
/7%/?—/%\"

AEBEFE B RIS H i E
BEETRESREMNERE
B o FIRBH Z RETE
AEEERZEEATE
HATEERTE N
T——F+-_A=+—H
REE i ARE5,671,000
T(ZE—ZTF: AR
17,881,000%)2#%52&
FIRB R T BE AT R
ﬁﬂ%AE%l,zeo,lso,ooo
T(ZE—ZF :B)AT
B#Eaeg s (fizEl9) o



(b)

()

(d)

For the year ended 31 December 2011

(All amounts in RMB)

BHE-ZT——F+-_A=+—RLFE FHELEUARKE)

Cash flow and fair value interest rate
risk (Continued)

As at 31 December 2011, if interest
rates on USD-denominated borrowings
had been 0.3 percentage-points lower/
higher with all other variables held
constant, post-tax profit for the year
would have been RMB446,000 (2010:
RMB1,499,000) 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. The
management of the Group analyze the
trend of raw material price on weekly
basis. To manage its price risk, the
Group may decide to enter long term
contracts to mitigate the impact from
raw material price changes, and
diversity the suppliers if they expect
significant fluxion in the future.

Credit risk

The Group has more than 1,600
customers and does not rely on the
orders from certain customers. So 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 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
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.
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For the year ended 31 December 2011 (All amounts in RMB)
BE-_T——F+-A=1+—BLLFE (FrIE2BAARKE)

3. FINANCIAL RISK MANAGEMENT 3. MBERKREE®)
(Continued)
3.1 Financial risk factors (Continued) 31 BBEBREEE)

(d) Credit risk (Continued) (d) =EEREE)
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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 2011, 70%
(2010: 69%) of the trade and bills
receviables 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 cr edit 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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FINANCIAL RISK MANAGEMENT 3.

(Continued)
3.1 Financial risk factors (Continued) 3.1

(e)

Liquidity risk (Continued)

For the year ended 31 December 2011
BE-F——45+-A=t+—HILEE

The table below analyses the Group’s
and the Company’s financial liabilities
into relevant maturity groupings based
on the remaining period at the balance
sheet to the contractual maturity date.
The amounts disclosed in the table are
the contractual undiscounted cash

(All amounts in RMB)
(FTAESBEUARKE)

MEERERE®)

HRRREE(E)

(e) HBELEE(Z)
TR ANEERAR T
NEmMBEI - WK
AR B BRI AR B W0 AR IR A 4
EHEAHNBHANE %
HEET T - RNEE
WEBEBAHNMARBIED
BERE -

flows.
Between Between
Less than land 2 and
1year 2 years 5years
PR—F -FEMFE MEERF
RMB’000 RMB’000 RMB’000
ARETT AREFr ARETR
Group bS]
At 31 December 2011 R-B-—f+ZA=t-H
Borrowings B8 143,519 107,895 1,604,380
Interest payable on borrowings & & FE(T A & 127,151 118,195 234,428
Derivative financial instruments #1448 TE 45,019 = =
Trade and bills payables ENE S REETA 502,408 = =
Accruals and other payables BIRE A RAMENER 290,967 = =
1,109,064 226,090 1,838,808
At 31 December 2010 R-E-EF+-A=1-H
Borrowings BE 609,912 227,753 402,053
Interest payable on borrowings £ EERF & 48,229 27,172 17,326
Derivative financial instruments ~ $T4 4@ T A 33,469 = =
Trade and bills payables ERESRFEFE 859,402 = =
Accruals and other payables ERER R EMEMERR 346,099 = =
1,897,111 254,925 419,379
Company VNN
At 31 December 2011 R-B-—-F+=A=t-H
Borrowings e = - 1203472
Interest payable on borrowings & & FE(T | & 91,765 91,765 188,306
Derivative financial instruments ~ {7448 T A 45,019 = =
Due to subsidiaries FERTHTB AR 124,045 = =
Accruals and other payables TERE R REMENERR 178,797 = =
439,626 91,765 1,391,778
At 31 December 2010 R-E-E5+-A=1+—-H
Borrowings e 70,421 142,388 236,762
Interest payable on borrowings £ EERF & 21,880 16,748 7,164
Derivative financial instruments {7448 T A 241 = =
Due to subsidiaries NLEINGIE 305,122 = -
Accruals and other payables RIREAREMEMNER 145,629 - -
543,293 159,136 243,926
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For the year ended 31 December 2011 (All amounts in RMB)
BE-_T——F+-A=1+—BLLFE (FrIE2BAARKE)

3. FINANCIAL RISK MANAGEMENT 3. HBEREE®)
(Continued)
3.2 Capital risk management 32 BETERERE

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

rEEERESHBARERREAR
SERBELLENREN  BRRT
REHR R R R ESSEATR
Mz - WHERFIEIEE AR LR

RERIFABERNGEE  A5E

structure, the Group may adjust the amount H g AR MR RIE RS ST
of dividends paid to shareholders or issue BATHIARD

new shares.

Consistent with others in the industry, the HEERNHEM QR —H  AEBEF

REEBBLRERERN - kit
EPBBEFERUNERBRER
E-BREFENEEATE(EE
HMEBEEBERAITZ[RE

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
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“current and non-current borrowings” as FIERBEEDRRERREE
shown in the consolidated balance sheet) BEY:tE - BRBHEUNGEEE
less cash and cash equivalents. Total capital BEXRAIITRZ [BRFEER] &

is calculated as “equity” as shown in the EFEATE -
consolidated balance sheet plus net debt.

The gearing ratios are as follows: BEBBLERMT
2011 2010
—E-—F —Z2-TF

RMB'000  RMB'000
AR¥FT ARETT

EEREE (f+18) 1,855,794 1,239,718
B DIERITER L

Total borrowings (Note 18)
Less: pledged bank deposits

and cash and cash RekBEe%E

equivalents (Note 14) B (fieE14) (495,314)  (604,697)
Net debt BfEEHE 1,360,480 635,021
Total equity B R 2,071,808 2,209,099
Total capital = RN 3,432,288 2,844,120

Net gearing ratio FEEAGBLE 40% 22%

HRAEEERSEEEM - £
—E—FMRELRAELA -

The increase in gearing ratio during 2011
was a result of the increase in borrowings for
the expansion of the Group.
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For the year ended 31 December 2011
BE-F——45+-A=t+—HILEE

(All amounts in RMB)
(FIESBEUAAREE)

3. FINANCIAL RISK MANAGEMENT 3. BXERKRERE®)
(Continued)
3.3 Fair value estimation 3.3 AFEMGE

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

. 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 2011, the Group held
interest rate swap contracts, and these
derivative financial instruments are classified
under level 2. The fair value of interest rate
swap contracts are calculated as the present
value of the estimated future cash flows
based on observable yield curves.

The following table presents the Group’s

TRAMEEES TR A FETIR
ZEBMTA  BFEHMIMOTE :

- HRBESABBEZEAED
BHRE(CREHE) (F—
&) e

- BABEBGIASE &)
S BEKAEZEHE (0
BR) EZ (iR E E%
FE)ABRGABR(F =
&) e

. b IE AR % AT R 2R T 35 EUE
EBEZEERABERALR
AR RE AER)
(B=8) -

R-_FT——%+=-A=+—8"
AKBEFENREHREH - Mk
ENMESMIANBRE R -
FlREHE 2 A FETIERT]
BimRlka kiR IwRfhr ARR
EREBOREE -

FRIGIARER - ——F &
—T-TEL-_A=+—AEA

liabilities that are measured at fair value at 31 TEAEZBE -
December 2011 and 2010:
Level 1 Level 2 Level 3 Total
F-1 k] E @t
RMB'000 RMB’000 RMB’000 RMB’'000
ARETT AR%Trn ARETT AR%Tx
At 31 December 2011 R-E——F&
+=RA=t-H
Liabilities 8
Derivative financial
instruments ITHEEBMTIA = 45,019 = 45,019
At 31 December 2010 R-E-2%
+=B=+-H
Liabilities 8
Derivative financial
instruments THEERMIA 33,228 241 = 33,469
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For the year ended 31 December 2011 (All amounts in RMB)
BE-_T——F+-A=1+—BLLFE (A BEUAREE)

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 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 2011 (All amounts in RMB)
HEZZ——F+ZA=+—HIEFE FBELEAARKIE)

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. Provisions are
applied to trade, bills and other receivables
where events or changes in circumstances
indicate that the balances may not be
collectible and require the use of estimates.
Management reassesses the provision at
each balance sheet date. Where the
expectation is different from the original
estimate, such difference will impact carrying
value of trade, bills and other receivable and
impairment charge in the period in which
such estimate has been changed.

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 calculatio ns 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 2011 (All amounts in RMB)
BE-_T——F+-A=1+—BLLFE (FrIE2BAARKE)

4. CRITICAL ACCOUNTING ESTIMATES 4. B@#estAstRHE &
AND JUDGMENTS (Continued)
4.5 Impairment of the Group’s assets 45 HXEBEENRE
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The Group’s management follows the
guidance of HKAS 36 to determine whether
the Group’s assets are impaired. As at 31
December 2011, the Group’'s market
capitalisation was lower than the Group’s net
assets value, which is an impairment
indicator requiring an estimate of the
recoverable amount to be performed. The
assessment requires significant judgments
and estimations by the Group’s management.
In making these judgments and estimations,
the Group’s management evaluates and
considers both qualitative and quantitative
factors that will affect the value-in-use of
assets such as the extent of difference
between the net assets value and market
capitalisation, composition of the Group’s
assets and results.

The Group’s management has performed the
impairment test according to HKAS 36, and
determines that no assets have impairment
on the basis that there is no material changes
in existing political, legal, fiscal or economic
conditions in the respective countries in
which the Group operates , and the
production capacity, selling price, gross
margin and operating expenses of the Group
keep stable since the end of 31 December
2011.
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For the year ended 31 December 2011
BE-F——45+-A=t+—HILEE

(All amounts in RMB)
(FIESBEUAAREE)

DEER

TERERREPRR/ARANTES
ZEE KREDBURTIBEERKE
REANLE2HR B2 R - ATE
EZEeENAEE 2 AMEBAR - UG
ERARNEER - ERECREZS

BEETKEDER -

SEGMENT INFORMATION 5.
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.

HITEEZ B ERA/EBURER KL
BAISOE -BEMAISME * BEE
FHAAVAR - Bt RE R 2 B ERERE
EBNREE(BEFEAE B
M ORPIRER) EE—H A

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

HITEFEZ B2 RBRARE LR
HEED R EE -

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

=
A
=
o)
o
#
&
o
&f
Z
(©]
—
m
()
-
(©)
—
I
m
(2]
(©)
Z
(4
(©)
=
>
|
m
o
L
<
]
Z
Q
>
r
4
e
m
=
m
Z
—
(2]

E-E-——Ft-A=t+-ALFE
ZHEARMT ;

The segment information for the year ended 31
December 2011 is as follows:

Year ended 31 December 2011
BE-E--F+tZA=t-HLEE

Grey  Garment

Yarn fabrics fabrics Total

e bl [ S
Mainland Hong  Mainland ~ Mainland
China Vietnam Macao Kong China China
HE AR e A BE  TEAE  PEAE

RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

ARBTT ARBTR ARBFT ARETT ARETR ARBFT ARETR

Total revenue EEUON 4978379 2610609 4672946 129352 965843 117,163 13,474,292
Inter-segment revenue AEEBA (368,969) (2,338,910) (3,765,149)  (128,551) - - (6,601,579)
Revenue (fromexternal WA CRENMBEF)
customers) 4609410 271,699 907,797 801 965843 117,163 6,872,713
>
Segment results FEER 82,088 134,155 (3,156) 5,116 1,263 12426 231,892 2
Unallocated expenses AHEER (73,670) c
P
Operating results RexE 158,222 =
3
Finance income FBRA 7,948 2
Finance costs FisEA (85,680) N
Share of profit of HEBE R AR =
an associate 2,985 =
Income tax expense FERRR (22,200) I
A
Profit for the year ERigF 61,275 I
. o H
Depreciation and amortisation 472 Jt (76,595 (75,617) (638) (115 (21,473) (1,903)  (176,341) H
#

©
-



For the year ended 31 December 2011 (All amounts in RMB)

BE-_Z—F+-A=+—HBIFE (FTELEUAREE)

5. SEGMENT INFORMATION (Continued) 5. 2EER®E
The segment information for the year ended 31 BHE-_Z-ZTF+-_A=+—HILFE
December 2010 is as follows: ZOEERNT

Year ended 31 December 2010
HE-T-TET-A=t-AILEE
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Grey Garment
fabrics fabrics Total
R il Fit

Mainland

China Vietnam
hEIARE Jilles
RMB'000  RMB'000

ARBFT ARETL

Hong ~ Mainland  Mainland

Macao Kong China China

| BE TEAE  hEAR
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ANEBTT ARETT AREFT ARETT AREFT

Total revenue AN 4285738 1,646,082 1,847,828 135,363 918,845 143306 8,977,162
Inter-segment revenue AERRA (489.404) (1108949) (L794652)  (112,559) - - (3,505,564)
Revenue (from external WA (RESHSEF)

customers) 3,796,334 537,133 53,176 22,804 918,845 143,306 5,471,598
Segment results PEEE 552984 254800 149,265 926 39,324 15126 1,012,425
Unallocated expenses FORER (27,388)
Operating results fexm 985,037
Finance income BBUA 2,192
Finance costs B ER (46,358)
Share of profit of DEBE D AR

an associate 8,702
Income tax expense FERRY (109,039)
Profit for the year ERER 841,134
Depreciation and amortisation 178 % i (68,038)  (53,189) ) (192) (20,730 (2310)  (144,468)




For the year ended 31 December 2011 (All amounts in RMB)
HE_ZT——F+A=+—BUIFE FBELEAARKIE)

5. SEGMENT INFORMATION (Continued) 5. 2EER@®
The segment assets and liabilities as at 31 RZE——F+_A=+—HB2HEE
December 2011 are as follows: ERAENT
As at 31 December 2011
R=B--F+ZA=t-H
Grey  Garment
Yarn fabrics fabrics Total
9% iy # a5
Mainland Hong Mainland ~ Mainland
China  Vietnam Macao Kong  Sub-total China China

hEIAR fim A &k Nt mEAE REARE
RMB'0OO ~ RMB'0O0  RMB'0O0 ~ RMB'000  RMB'0O0 ~ RMB'0O0  RMB'000  RMB'000
ARBTL ARETL ARETT ARETT ARETT ARETT AREFT AREFZ
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Total segment assets AELEE 2462781 1395961 379,882 12285 4250900 504302 95407 4850618
Unallocated assets ANEEE 79,733
Total assets of the Group  AEEAZE 4,930,351
Total segment liabilities ~ 2 E&E[E (1,331,788) (83,687 (9,963)  (1425439)
Unallocated liabilities AAEEE (1,433,010)
Total liabilities REBEEE

of the Group (2,858,448)
Capital expenditure EREX 148665 262,874 886 10 412435 12315 4 42479
The segment assets and liabilities as at 31 RZE—TF+_A=+—HzHEE
December 2010 are as follows: EXAGNT

As at 31 December 2010

HoF-FEHA=t-R

Grey  Garment

Yamn fabrics fabrics Total

Y A H# 8
Mainland Hong Mainland ~ Mainland
China  Vietnam Macao Kong  Sub-total China China

REIAKE i iy BB Nt ORERE pEAE
RMB0OO ~ RMBOO0 ~ RMBOOO  RMBO0OO ~ RMBOO0  RMBOOO  RMBO0OO  RMBIOO0
ABBTL AEETE ARMTL ARBTZ ARETL ARKTL ARBTL ARETE

Total segment assets PEBEE 2019504 1,197406 114,040 4348 4235388 538,049 99,705 4,873,142
Unallocated assets AOREE 36,098
Total assets of the Group  AEBAEE 4,909,240 Z
— 4
s
Total segment liabilites ~ 2 BEEE (2011,165)  (143589)  (14,272) (2,169,026) ~
Unalocated lies ~~ AARER (531,039) m
T
. - o
Total liabilities rEEAEE )
of the Group (2,700,065) N
—— E
Capital expenditure ERMEY 243253 238,485 19 69 481,826 3,332 100 485,258 "
A
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For the year ended 31 December 2011 (All amounts in RMB)

BE-_ZE—F+-_A=+—HILtEE (FrBE&BUAREE)
6. LAND USE RIGHTS — GROUP 6. TiHFERAE—FREH

AEER T E AN ESERARE
MEFR - HEREFEITOT

The Group’s interests in land use rights represent
prepaid operating lease payments and their net
book value are analysed as follows:

2011 2010
g% Z2TF
RMB'000  RMB'000

ARMTT AREFT

Leases of between 45 to 50 years 45F50FMHE
— In Mainland China — AR B K FE 127,612 131,095
— In Vietnam — R 58,099 19,980
185,711 151,075

RZE——F+-A=+—0  EEZF
B AR#50,899,000 (= —Z4F :
ANE#52,134,00070) (i FRAED
HIREAR L ERITE BRI R (M

As at 31 December 2011, land use rights with a net
book amount of RMB50,899,000 (2010:
RMB52,134,000) was pledged as collateral of the
Group’s bank borrowings (Note 18).
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2011 2010
S e i
RMB’000 RMB’000
AR¥FT ARTFT
Opening amount FHE5E 151,075 154,483
Additions NE 38,813 =
Amortisation (Note 24) BiE (fit24) (4,177) (3,408)
Closing amount FREH 185,711 151,075
Cost PR 201,274 162,461
Accumulated amortisation RETEEE (15,563) (11,386)
Net book amount BREFE 185,711 151,075

Amortisation was included in cost of sales. BIEE ST ABHENRAE -



For the year ended 31 December 2011 (All amounts in RMB) ﬁ
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7. PROPERTY, PLANT AND EQUIPMENT 7. Y% BERRE LT£EK S
— GROUP AND COMPANY YNNI g‘;
Group rEE -
(o]
. o |
Machinery T
and Furniture Motor  Construction m
Buildings  equipment and fixtures vehicles in-progress Total 8
B HERRE HGARZE HE ERIR @it =z
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 (72]
AREFL AREFT AREFT AREFT AREFT AREFG o
=)
At 1 January 2010 R=Z2-2F-F-H E|
Cost or valuation A E 504,559 1,258,722 16,102 11,968 70329 1,861,680 g
Accumulated depreciation REHE (53373)  (356,600) (9,530) (6,632) = (426,135) =
Z
Net book amount BREFE 451,186 902,122 6,572 5,336 70,329 1,435,545 ;
2]
Year ended 31 December 2010 HE-F-FF |:3
+ZB=t-RLEE 17
Opening net book amount FUEEFE 451,186 902,122 6,572 5,336 70,329 1,435,545 ;
Additions AE 5,936 5,533 2,320 3,294 468,175 485,258 -
Transfers EEE 58,193 221,151 = - (279,344) - m
Revaluation (Note 17) Hh(fzt17) 32,181 - - - - 32,181 ﬁ
Disposals (Note 33) HE (H17£33) - (12,779) (33) (182) = (12,994) 2
Depreciation charges (Note 24) WEX W (st 24) (25,365) (111,233) (2,719) (1,743) = (141,060) 6,'
Closing net book amount FREEEE 522,131 1,004,794 6,140 6,705 259,160 1,798,930
At 31 December 2010 R-E-2%
+=A=t+-8
Cost or valuation BAK A 522,131 1,455,342 18,164 14,277 259,160 2,269,074
Accumulated depreciation ZEHE - (450,548) (12,024) (7,572) = (470,144)
Net book amount BRFE 522,131 1,004,794 6,140 6,705 259,160 1,798,930
Year ended 31 December 2011 ~ HBE-Z——f
TZA=t-BLFE
Opening net book amount FONREFE 522,131 1,004,794 6,140 6,705 259,160 1,798,930
Additions NE 1,122 26,803 18,130 4,026 335,900 385,981
Transfers iR 91,378 435,236 - = (526,614) =
Disposals (Note 33) & (H1z£33) (96) (20,634) (79) (161) = (20,970)
Depreciation charges (Note 24) WEX W (st 24) (25,975) (140,994) (3,054) (2,141) = (172,164)
Closing net book amount FREEFE 588,560 1,305,205 21,137 8,429 68,446 1,991,777 >
=z
P
At 31 December 2011 R=B-——F JC>
+=A=+-H —
Cost or valuation A E 614,452 1,877,648 33,409 16,929 68,446 2,610,884 ,.",?,
Accumulated depreciation ZitiTE (25,892) (572,443) (12,272) (8,500) = (619,107) 8
2
Net book amount EEFE 588,560 1,305,205 21,137 8,429 68,446 1,991,777 X
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For the year ended 31 December 2011
BE-F——F+-A=+—BILFE
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(All amounts in RMB)
(FrIE2BAARKE)

PROPERTY, PLANT AND EQUIPMENT
— GROUP AND COMPANY (Continued)
Group (Continued)

Buildings with net book amount of
RMB504,913,000 (2010: RMB522,131,000) at 31
December 2011 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 2011,
depreciation of RMB156,821,000 (2010:
RMB128,398,000) was included in cost of sales,
RMB201,000 (2010: RMB81,000) was included in
selling and distribution costs and RMB15,142,000
(2010: RMB12,581,000) was included in general
and administrative expenses.

During the year ended 31 December 2011, finance
cost of RMB353,000(2010: RMB126,000) was
capitalised as part of property, plant and equipment
at a rate of 2.3% (2010: 6.0%) per annum (Note
27).

As at 31 December 2011, property, plant and
equipment of approximately RMB387,214,000
(2010: RMB487,934,000) 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:

%% BERZE—AREER
Z': —J ) \

NERE(E
BEBLAERHEARBERITAR
NEHETHEE R ——F+—8
=T+t BEEEFEABARE
504,913,000 C( —E—FF : AR
522,131,0007T) KEF A AR T E
HIER - iﬁ@ﬁ%?ﬂfﬁ%ﬁﬁ%ﬁkﬁﬁ S
BE GFAESRANEGFEEKFE
17) °

REBEE-_ZT—F+_A=1+—AHLtF
g AR#156,821,0007t( —E—=F
£ AR#128,398,000 7T) WITED
FFASHERA - AR 201,000 (=
T—TF: AR¥ESGL0007T)WITER
FABEERDPHEAIRARE
15,142,000 ( —ZE —ZTF: AR
12,581,000 7t) T EE T A — R KR TT
BFAX -

REBEE-_Z—F+_-_F=1+—HIt#F
- B EB ARK353,000T(=ZF
—Z4F: AR#126,0007T) BB A1
BYE  BEREEBEN—BD  BFE
BRI EF23%(ZE—FF : 6.0%)
(FfzE27) °

RZE——F+=ZA=+—H " W%

B M st 4 AR 387,214,000 7T (=
T —T4F . AR 487,934,000T) E
IR AARNEERITEENERSR (M
18) °

firl 18 7 LA S2 PR ANV 51 BR - 2 BE 1A
T

2011 2010
—E-—5  ZE-TF

RMB’000 RMB’000
ARMFT AREFT

Cost (BN 600,217 507,896
Accumulated depreciation RETITE (79,243) (57,626)
Net book amount BREVHE 520,974 450,270




For the year ended 31 December 2011 (All amounts in RMB)
HE_ZT——F+A=+—BUIFE FBELEAARKIE)

PROPERTY, PLANT AND EQUIPMENT 7.
— GROUP AND COMPANY (Continued)

Group (Continued)

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

V¥ BERRE—ZXEBER
b NCIIE-))

REW(E)

PA P BERRASEEDT T -

Machinery

and

Buildings  equipment
BF KERRE

RMB'000  RMB'000
ARETR ARETR

Furniture Motor  Construction
and fixtures vehicles in-progress Total
BRRKE pat:d ERIR @t

RMB'000  RMB'000  RMB'000  RMB'000
ARBTR ARETR ARETRT ARETR

At 31 December 2011 R=B——%
+=A=+-8
At cost RRA 92,321 1,877,648 33,409 16,929 68,446 2,088,753
Atvaluation — 31 December 2010 $Zf&{E
-RZZ-FF
+-A=+-8H 522,131 - - - - 522,131
614452 1,877,648 33,409 16,929 68,446 2,610,884
At 31 December 2010 R=Z-FF
tZA=+-A
At cost BRA - 1455342 18,164 14,277 259,160 1,746,943
Atvaluation — 31 December 2010 #Zf&{E
—-RNZE-%F
+=A=t+-8 522,131 = = = = 522,131
522,131 1,455,342 18,164 14,277 259,160 2,269,074

The buildings recorded at cost represent newly
added buildings during the year 2011 without
revaluation by independent valuer.

Lease rental expense of RMB13,014,000 (2010:
RMB12,974,000), relating to the lease of buildings
and machinery, was included in cost of sales (Note
24).

BERAERERNEBTRE - ——F#H
NOBT KRB AEMER -

EHRMEEFREEMNASAIARE
13,014,000t ( —ZE —ZTF: AR
12,974,000 ) B 5 A 88 & B (K 7
24) e
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For the year ended 31 December 2011 (All amounts in RMB)
HE-_ZT——GF+-A=+—BLTFE (FrIE2BAARKE)

7. PROPERTY, PLANT AND EQUIPMENT 7. ¥¥  BEERRE TKER

ETHEESE®HTEY aILINITINOYD ITLXIL ONOHXIL

©
©

=

&

7 )

%

1

=

Pt

3

2

=

L — GROUP AND COMPANY (Continued) ¥ N/NETIE )

= Company PN

(@]

o | .

I Furniture

g and fixtures

) BRREE

‘% RMB’000

8 AREF T

C

O

J_>| At 1 January 2010 R=-Z2—Z25—A—H

m Cost PR AR 1,149

-|U1 Accumulated depreciation 2EHE (976)

Z

Jz’ Net book amount BREFE 173

2]

|2 Year ended 31 December 2010 BE-—Z2—%F%

@ +TZRA=+—HLEE

> Opening net book amount FHEREFE 173

- Additions RE 16

E Depreciation e (68)

=z

Py Net book amount FREDFE 121
At 31 December 2010 R-B-FBF+=-HA=+—H
Cost (BN 1,165
Accumulated depreciation Ritire (1,044)
Net book amount BREFE 121
Year ended 31 December 2011 BE-Z——F

tT=ZA=+—-BLFE

Opening net book amount FHERmFEE 121
Depreciation e (69)
Net book amount BREFE 52
At 31 December 2011 R=-ZF——F+=-A=+—H
Cost B AR 1,165
Accumulated depreciation ZEHE (1,113)
Net book amount BREFE 52




8. INVESTMENTS IN AND AMOUNTS DUE 8.

For the year ended 31 December 2011

(All amounts in RMB)

BE—ZT——F+-_A=+—HLFE FHELEUARKE)
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FROM/TO SUBSIDIARIES — COMPANY Rl NG O B /N tl'g
-
Company 9'
PN r:ﬁ
2011 2010 o
—EB——-F —E—ZT=E (o)
RMB000  RMB000 %
ARMFT ARETFT o
O
Unlisted shares, at cost IE LR o RACAR 246,989 246,989 :_"
Due from subsidiaries — non-current FEUR KT A R FIE g
portion (Note(a)) —IEBNERER Y (HTaE (a) 1,066,654 527,969 -
Z
1,313,643 774,958 Jz>
o
>
Due from subsidiaries — current JE B B R B 3R IE r
portion (Note(b)) —BNERER S (HYaE (b)) 695,312 714,362 ‘_’|’
>
-
Due to subsidiaries (Note(b)) FEATMT B A RIFIE (A2 (b)) 124,045 305,122 E
m
Z
: i3t -
Notes: (7)‘
(@) The amounts due from subsidiaries represent @ EZEWNBARFIEEARRARAMER

ARHEZBRAED  WRBEARFHEH
RIMBRRINEENGHBERTE - B
EEMREE

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.

(b) UL FEATH B D R IE R EAR A
REBAN—FAEE -

(b) The amounts due from/to subsidiaries are
unsecured, non-interest bearing and are repayable
within one year.

Particulars of the principal subsidiaries of the RAREEMNBRARFIEHAMIEESS

Company are set out in Note 36.

9. INVESTMENT IN AN ASSOCIATE — 9. REEQATNKRE—FREKE
GROUP
2011 2010

—E-—5  ZZE-FF -

RMB’000 RMB’000 %

AR¥FT AREFT S

=

Share of net assets of an unlisted Dih—MEE LM E AR E

associate (Note (a)) BEFE (KT @) 46,354 43,369 2

Goodwill EES 191 191 R

o

=y

Net book amount BREFE 46,545 43,560 'Idl
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For the year ended 31 December 2011 (All amounts in RMB)

HE_Z——F+_A=+—HILEE (FTBESBUAARKEE)

9. INVESTMENT IN AN ASSOCIATE — 9. REEATINRBRE—FKE
GROUP (Continued) (%)
(@) Movement of share of net assets (@ HTEEEEEEFEZH

attributable to the Group

2011 2010
—B-—F —EEf

RMB'000  RMB'000
ARMFT AREFT
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Opening amount FHIeE 43,369 34,667
Share of profit bak(apgl 2,985 8,702
Closing amount FREE 46,354 43,369
(b) Particulars of the associate are as follows: (b) HEEQATFMERNT :
Place and date of Paticulars of
incorporation and issued share
form of legal entity capital Interest
Name AR HR A S Principal activities BET held
BENTER UREEERER TEER RAFE PR
RMB
AR
Nantong Textile Group ~ Nantong, Mainland China, Manufacturing and 116,375,000 3%
Co., Ltd. 11 September 2002 sales of top-grade
limited liability textile knitting products
company and garments
BRHBEREEGEE PREAEER - BERHERRGE
ARRE —ET-FNA+-R- Em KRR
BREELA
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For the year ended 31 December 2011 (All amounts in RMB)
HE_ZT——F+A=+—BUIFE FBELEAARKIE)

9. INVESTMENT IN AN ASSOCIATE — 9. MNEMEATNRBRE—FKE

GROUP (Continued) (%)

(c) The Group’s share of revenue, profit for the () MEmZEIAGEERRMEE
year, assets and liabilities of the associate, BERNAEES GBS QT
which have been included in the consolidated A FRNRMAREERBER
income statement and balance sheet using T

equity method, are as follows:

2011 2010
—Ee—5  ZZE-FF
RMB’000 RMB’000
ARMFT AREFT
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Revenue WA 181,766 155,171
Profit for the year F N A 2,985 8,702
Non-current assets EmEEE 78,501 93,113
Current assets MENEE 49,685 48,588
Current liabilities B A E (57,016) (65,146)
Non-current liabilities EnEaE (24,816) (33,186)
Net assets value BEFE 46,354 43,369
10. FINANCIAL INSTRUMENTS BY 10. BEREB2HWERIT A — A&
CATEGORY — GROUP AND COMPANY BRADE
Group REH
Cash and
cash
Receivables equivalents Total
BeRk
ElRE BeZEY @t

RMB’000 RMB’000 RMB’000
ARBTFR ARETRT ARETR

31 December 2011 ZE-——f
+=B=+-H

Assets as per balance sheet BEARRMIIEE

Trade and bills receivables W E 5 Rk EIEHIE
(Note 12) (KtsF12) 640,086 - 640,086 >
Other receivables excluding Hoth FE R TX =
prepayments (Note 13) (T REEMTE) S
(Hfat13) 3,887 - 3,887 -
Pledged bank deposits and BEARTERK m
cash and cash equivalents ReRReFEYD o
(Note 14) (Htt14) - 495,314 495,314 3
N
o
=y
Total wat 643,973 495,314 1,139,287 =
[
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ﬁ For the year ended 31 December 2011 (All amounts in RMB)
& HE-_ZT——F+-_A=1+—BLLFE (FTBESBUAARKEE)
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9| 10. FINANCIAL INSTRUMENTS BY 10. ZERESsHWEMI A -—FLE
n CATEGORY — GROUP AND COMPANY BRAAQAT &)
- (Continued)
o Group (Continued) NEE(E)
:
o Llabllltle_s
o at fair
‘% value
o) through Other
C the profit financial
;U, Payables and loss liabilities Total
= AT
o TABHEN Hitr
I EFE af SHEE @5
§ RMB’000 RMB’000 RMB’000 RMB’000
% AREFT AREFrT ARETT ARETR
'2 Liabilities as per balance sheet BE&EXFFIAE
Q Borrowings (Note 18) BB (fit18) - - 1855,7% 1,855,794
3_’| Derivative financial instruments ~ $74£4 g T £ (ff:£19)
m (Note 19) - 45,019 - 45,019
E Trade and bills payables ENESREENE
5 (Note 21) (Bist21) 502,408 - - 502,408
7 Accruals and other payables BRERRAMER
excluding deposits and ER(TREREP
statutory liahilities (Note 22) BERETEE)
(Hist22) 290,967 - - 290,967
Total o 793,375 45,019 1,855,794 2,694,188
Cash and
cash
Receivables  equivalents Total
ek
BUHRE  HeZEY st
RMB’000 RMB’000 RMB’000
ARSTr AREFT ARETT
-
m
g 31 December 2010 —B-%%
z t=A=t-H
= Assets as per balance sheet BEBRRMIIEE
i Trade and bills receivables [EWE 5 K Z 1R KIE
= (Note 12) (Hist12) 404,319 - 404,319
Q Other receivables excluding H eI BR 5K
el prepayments (Note 13) (T BEREMNFIER)
0 (Btat13) 200,376 - 200,376
z Pledged bank deposits and cash BIEBRTERK
@ and cash equivalents (Note 14) ReRR2EHEY
(it 14) - 604,697 604,697
5
g Total et 604,695 604,697 1,209,392
i
at
i
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For the year ended 31 December 2011 (All amounts in RMB) ﬁ
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10. FINANCIAL INSTRUMENTS BY 10. ZERE 2RI A KK 9|
CATEGORY — GROUP AND COMPANY BRAAT &) n
(Continued) -
Group (Continued) rEE(E) o
2
L|ab|||t|e_s o
at fair le)
value -
through Other 8
the profit financial C
Payables and loss liabilities Total ;U,
BAYE -
FTABER Hity o
FEf 58 B SRER st I
RMB’000 RMB’000 RMB’000 RMB’000 §
ARBFL  ARBFT ARETT ARETT CZ)
Liabilities as per balance sheet BE&EXFFIAE 'E
Borrowings (Note 18) 8 (Wi3218) - - 1239718 1239718 a
Derivative financial instruments ~ $T4& T & (A2 19) :_’|
(Note 19) - 33,469 - 33,469 m
Trade and bills payables ENESREERE E
(Note 21) (Fsz21) 859,402 - - 859,402 5
Accruals and other payables BREAREMER "
excluding deposits and EXR(TREREP
statutory liabilities (Note 22) BERETEE)
(Hat22) 346,099 - - 346,099
Total 5 1,205,501 33,469 1,239,718 2,478,688
Company RRF
Cash and
cash
Receivables equivalents Total
BeR
EWsHE BHLLZEY #st
RMB’000 RMB’000 RMB’000
ARBTT ARMTFr ARETFR
31 December 2011 —2——f+ZA
Er=E >
Assets as per balance sheet EERBRMVIEE 2
Due from subsidiaries (Note 8) JEUPT B A R FRIE $
(Hizx8) 695,312 — 695,312 -
Other receivables excluding H A FEUER X 3
prepayments (Note 13) (TEEBNFE) 2
(Hizt13) 5 - 5 "
Cash and cash BeRBEEEND =2
equivalents (Note 14) (Hizt14) - 1,853 1,853 -
[
Total wat 695,317 1,853 697,170 “)|H
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For the year ended 31 December 2011
BE-F——F+-A=+—BILFE

(All amounts in RMB)
(FrIE2EAARKE)

10. FINANCIAL INSTRUMENTS BY 10. ZERESsHWEMI A -—FLE
CATEGORY — GROUP AND COMPANY BRAAQAT &)
(Continued)
Company (Continued) KATE (&)
Liabilities
at fair
value
through Other
the profit financial
Payables and loss liabilities Total
EAYE
TAREMN Hit
EFE af SHaRs @t
RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFrT ARETT ARETR
Liabilities as per balance sheet BE&EXFFIAE
Borrowings (Note 18) BB (fit18) - - 1203472 1,203,472
Derivative financial instruments ~ $74£4 g T £ (ff:£19)
(Note 19) - 45,019 - 45,019
Due to subsidiaries (Note 8) FERHBARZE
(Hizts) 124,045 - - 124,045
Accruals and other payables BRERRAMER
excluding deposits and ER(TREREP
statutory liahilities (Note 22) BERETEE)
(Kizt22) 178,797 - - 178,797
Total o 302,842 45,019 1,203,472 1,551,333
Cash and
cash
Receivables  equivalents Total
Bek
BUHRE  HeZEY st
RMB’000 RMB’000 RMB’000
ARSTr AREFT ARETT
31 December 2010 —E-EF
t+t=A=+-H
Assets as per balance sheet EESBERMIIEE
Due from subsidiaries (Note 8) e PR B A B IR
(Hriz8) 714,362 - 714,362
Other receivables excluding H e I BR 5K
prepayments (Note 13) (T BEREMNFIE)
(Hfat13) 5 - 5
Cash and cash equivalents ReRREEFEY
(Note 14) (KtaF14) - 3,457 3,457
Total FEEy 714,367 3,457 717,824




For the year ended 31 December 2011
HE-_T——F+-A=+—BHLFE

10. FINANCIAL INSTRUMENTS BY
CATEGORY — GROUP AND COMPANY BRAQTE)

11.

(Continued)
Company (Continued)

(All amounts in RMB)
(FTAESBEUARKE)

10. BEREINEMT A -XKE

RNT] (&)

Liabilities
at fair
value
through Other
the profit financial
Payables and loss liabilities Total
RAFE
STAERER Hity
FERFIE B SRER et
RMB’000 RMB’000 RMB’000 RMB’000
ARBFL  ARBFT ARETT ARETT
Liabilities as per balance sheet BE&EXFFIAE
Borrowings (Note 18) B8 (Hit18) = = 449,571 449,571
Derivative financial instruments ~ $T£4 & T E (Af:£19)
(Note 19) - 241 - 241
Due to subsidiaries (Note 8) FERPBARIFIE
(Hizts) 305,122 - - 305,122
Accruals and other payables BREAREMER
excluding deposits and EXR (T REREP
statutory liabilities (Note 22) BERETEE)
(Hat22) 145,629 - - 145,629
Total @t 450,751 241 449,571 900,563
INVENTORIES — GROUP 11. FE-F&£HE
2011 2010
g% ZZ-FF
RMB’000 RMB’000
ANEEFT ARETT
Raw materials ErEe: 678,972 861,734
Work-in-progress T8 48,176 66,536
Finished goods BURK i 561,413 458,581
1,288,561 1,386,851

The cost of inventories recognised as expense and
included in “cost of sales” amounted to
RMB6,238,459,000 (2010: RMB4,162,408,000).

The Group recognises losses of approximately
RMB78,669,000 (2010: RMB581,000) in respect of
the decline in the value of inventories for the year
ended 31 December 2011. These amounts have
been included in “cost of sales” in the income
statement.

HRAERABIATHERAN] HFE
AN B A R # 6,238,459,000 7T (—ZF —
T AR 4,162,408,0007T) °

REBE-_ZT—F+-_A=+—HLHF
B AEBRTEEEROERBERLY
AR #78,669,000L(—FT—ZTF : A
R #581,0007T) - 2S5 & AN
mRZ [SHEKA] A
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ﬁ For the year ended 31 December 2011 (All amounts in RMB)
e HE-_T——F+-_A=+—HILFE (FTBESBUAARKEE)
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9| 12. TRADE AND BILLS RECEIVABLES — 12. BEWESREBRE-FKEE
n GROUP
-
= 2011 2010
I —F-—F ZETF
g RMB’000 RMB’000
o ARMFT AREFT
%
IQ Trade receivables P E 5 FRIE 190,226 124,381
o Less: provision for impairment B RERE (1,743) (1,264)
2
g 188,483 123,117
= Bills receivables FEMW R IR TR 451,603 281,202
Z
Jz> 640,086 404,319
2]
|2 The fair values of trade and bills receivables EWE 5 MFBEFIA 2 AP EEIER
‘£| approximate their carrying amounts. H1E -
>
m The Group generally grants credit terms of less REERTERBEKRERF 288 —
E than 90 days to its customers in Mainland China BABWAEN METHEMBRES,Z
P-4 and 120 days to its customers in other countries. EEMRI120B R - BKE S REERK
@ The ageing analysis of the trade and bills BREZFAZRESTAT :
receivables by invoice date is as follows:
2011 2010
—E-—F5 CZEZE-ZTF
RMB’000 RMB’000
ARMFT AREFT
Within 30 days 30HA 297,279 301,569
31 to 90 days 31HZE90H 42,269 77,305
91 to 180 days 91H%E180H 299,670 25,800
181 days to 1 year 181HE1F 2,305 -
Over 1 year 1F A E 306 909
641,829 405,583
Less: provision for impairment B R E (1,743) (1,264)
EWE 5 REBEFRIEA
Trade and bills receivables — net —F58 640,086 404,319

HRAEEEAAMES  HEKES

There is no concentration of credit risk with respect i
EREEFREETOEERR -

to trade and bills receivables, as the Group has a
large number of customers.
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For the year ended 31 December 2011

(All amounts in RMB)

BE—ZT——F+-_A=+—HLFE FHELEUARKE)

12. TRADE AND BILLS RECEIVABLES —

GROUP (Continued)

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 RMB178,454,000 as at 31 December
2011 (2010: RMB123,053,000). As at 31 December
2011, trade receivables aged by more than 90
days in Mainland China or 120 days in other
countries of RMB10,029,000 (2010: RMB64,000)
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.

As at 31 December 2011, trade receivables of
RMB1,743,000 (2010: RMB1,264,000) were
impaired and had been fully provided for. These
receivables relate to a number of customers,
including customers in unexpected difficult
economic situations. The ageing of these
receivables is as follows:

12. EWESREBERE-XEE

RAABEAESIHTNE0B MR EME
RATR120 B 2 [EURE 5 7B — T8
BERE NZE——Ft+-A=1+—
HH &% A AR 178,454,000 T ( —
T—FF: AR #¥123,053,0007C) °
NZE——F+-A=1+—0  K%EH
ABEREZTFREAERIHIOBEIN LR
HibBREE 120 B LA FEWE 3008
B AR%10,029,000 T ( ZE—ZF :
AR¥64,0007T)  ZFEHE R ¥ Ml
WEERLECZRRE - FTEZEE
WE 5508 2 Rik?9 291 H =180 1

R_FE——F+=-_A=+—H EKE
SRIBEARMEL743000T(ZE—F
F£: AR#1,264,0007T) B RELD
EREBE - 2SR FES R ZET
F BRERTABEHECERENT
P o ZERBGRIBZ BRERINT ¢

2011 2010

—E--5F ZT-TF

RMB’000 RMB’000

ARBTFT ARETT

91 to 180 days 91 HZ180H 989 373
181 days to 1 year 181HZE1HF 479 -
Over 1 year 1FAE 275 891
1,743 1,264

Trade and bills receivables are denominated in the

AT ERETIR B E 5 KR RIEHIA

following currencies: LU
2011 2010
—E-—F C—TTF
RMB’000 RMB’'000
AR¥FT AREFT
RMB AR #E 516,186 305,826
usD = 119,309 99,757
VND MEE 6,334 =
641,829 405,583
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For the year ended 31 December 2011 (All amounts in RMB)

HE_Z——F+_A=+—HILEE (FTBESBUAARKEE)

12. TRADE AND BILLS RECEIVABLES — 12. ERESREBRIE-FEE
GROUP (Continued) (%)
Movements of the provision for impairment of trade FEWE S FIBEREREZB T

receivables are as follows:

2011 2010
—E--% ZE-TF

RMB'000  RMB'000
ARETT ARETE

At 1 January wn—A—H 1,264 2,936
Provision for receivable impairment FEWCERIE R (B e 1,468 373
Provision reversed when the related HE R M R T Ut [ B

receivables were collected B EIRE (989) (2,045)
At 31 December R+—A=+—H 1,743 1,264
The creation and release of provision for impaired R RERERERKRFIEREE A
receivables have been included in general and —MRRATEFA S © & TABAZR BB UL EREE SN
administrative expenses. Amounts charged to the e - 1 E IR HIBR 69 FOE 8 4 4
allowance account are written off when there is no 84 °

expectation of receiving additional cash.
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The maximum exposure to credit risk at the RAHREBR  AEEmHONEAEES
reporting date is the fair value of trade and bills B RN E 5 R RIBERIERTE -
receivables.

13. PREPAYMENTS, DEPOSITS AND 13. AMNHIE - ReRHAMERE
OTHER RECEIVABLES — GROUP AND M- EEERAEA T
COMPANY

Group Company
rEE b NN
2011 2010 2011 2010

—F——F ZFTF —T——F ZFT-FTF
RMB'000  RMB'000 RMB'000  RMB'000
ARMTRE ARETT ARMTRE ARETT

-
m

% Prepayments for purchase & & R

= of raw materials TEfTFRIE 175,740 241,270 - =
=] Value-added tax

| recoverable FERIE(EF 51,542 52,532 - -
m Prepaid expenses BRI 1,550 1,200 - -
@ Deposits e 3,238 199,323 - =
% Other receivables H A fE U BR R 649 1,053 5 5
o

§ 232,719 495,378 5 5
@)

SH The fair values of prepayments, deposits and other TENFRIE -~ e REMEKERERN AT
g receivables approximate their carrying amounts. B HARMEE -
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13.

14.

For the year ended 31 December 2011
BE-_T—F+=

PREPAYMENTS, DEPOSITS AND 13.
OTHER RECEIVABLES — GROUP AND
COMPANY (Continued)

As at 31 December 2010, deposits included mainly

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

(All amounts in RMB)

A=+—HILFE (FMELBEAARBE)

i‘Eﬁ NI - B R H AR R
NCIIE )

ZK%I&ZIK

R-E—ZTF+-_A=+—H HE&=E
%’a%ﬁﬂ*‘/\%’ﬂﬁﬁ/\ﬁ?ﬁ%
197,320,000 7T © ARNERIETHH
BIER S

PLEDGED BANK DEPOSITS AND 14. E?EH%E TERRRERAE
CASH AND CASH EQUIVALENTS — {E%—ZIKEKZZIK"T
GROUP AND COMPANY
Group Company
NEE F NG|
2011 2010 2011 2010
—B-—F —F-%F —B——F _FFTF
RMB'000  RMB'000 RMB'000  RMB'000
AR TFrT AR®TT AREFT AREFT
Pledged bank deposits B HEBRITIFH 31,907 35,231 - —
Cash and cash equivalents R4 RIR 4 ZEEY)
— Cash at bank and —RITRFHERS
in hand 463,407 569,466 1,853 3,457
495314 604,697 1,853 3,457

As at 31 December 2011, the weighted average
effective interest rate on pledged bank deposits
and other deposits was 0.7% (2010: 0.4%) per
annum. The pledged bank deposits have maturities
of 120 days at inception (2010: 75 days), and are
used for issurance of letters of credit for purchase
of cotton.

Pledged bank deposits and cash and cash

R-T—F+-_A=+—H  Bi&F
BITERREMTRZ MEFIEREF
REFGFT%(ZZE—FF : 0.4%) ©
EERFRITERZ TR AR B
FT1208(=ZF—ZF : 75H) - AR
R BB ERIE -

AT OB IR BB IRTTF LR

equivalents are denominated in the following SRBESEEMHAT
currencies:
Group Company
EE AT
2011 2010 2011 2010
=25 T-TF 22— —ZT-TF
RMB'000  RMB000 RMB'000  RMB’000
ANREFT ARBFT AREFIT ARKETT
RMB AR 359,886 442,470 - -
UsD e 92,090 151,743 1,242 2,904
Hong Kong dollars (“HKD”) &7t ([787T]) 1,103 1,583 611 553
Vietnam Dong (“VND”) wrE((BEED 34,888 8,804 - =
Others Hity 7,347 97 -~ -
495,314 604,697 1,853 3,457
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For the year ended 31 December 2011 (All amounts in RMB)

HE-_ZT——4F+-_A=1+—BLLFE (FTAESBEUAREE)

14. PLEDGED BANK DEPOSITS AND 14. BEBRTERRREEREAS

CASH AND CASH EQUIVALENTS — ZEY-FEEREQT (&)
GROUP AND COMPANY (Continued)
Majority of the cash and cash equivalents are AHBHEE KIR S EEWFI T B KR
deposited with banks in Mainland China. The R1T - BARBHEZ AR T IRAEM
conversion of the RMB denominated balances into B AN E & E B ARREEESTH
other currencies and the remittance of funds out of B K B BT AR 45 B BASNE B i 2 28 Al &2
Mainland China are subject to the rules and R0 -

regulations relating to foreign exchange controls
promulgated by the Mainland China Government.

15. SHARE CAPITAL AND PREMIUM — 15. BRARRE-AEERAQT
GROUP AND COMPANY

Number of Ordinary
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shares shares
RGEE ZER
(thousands) HKD’000
(Fh&) FAET
Authorised: ERE
Ordinary shares of HKDO0.1 each BROLBITEER
At 31 December 2010 and 2011 R-B-BER-FB——F
+=HA=+—H 4,000,000 400,000
Number of Ordinary Share
shares shares premium Total
BB EE ZER 4R ME FoE

(thousands) RMB'000 RMB’000 RMB'000
(FA) AREFT AREFT AREFT

Issued and fully paid: BEITRHEE :
Ordinary shares of SRO.1BRT
HKDO.1 each ZER
At 31 December 2010 R-ZB-ZFR
and 2011 —2-—F
+=HA=+—H 884,681 94,064 189,218 283,282
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For the year ended 31 December 2011
BE-F——45+-A=t+—HILEE

16. SHARE OPTIONS — GROUP AND

COMPANY

Share Option Scheme

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 2011, no options have been granted
under this Share Option Scheme.

16.

(All amounts in RMB)
(FIESBEUAAREE)

BRE-AKEERELQT

BB T &

BEARBGR -_ZTTNF+—A=—+—
AEBZRFREER  AAREEM—
TEIERRERT 8 (BB ERTE]) - REZE
TN+ A+ FHEENES
oo IRIBEEAIERT ) ARBIEEA R
BEREREAES 5 ERIRE
HEr BE - AASEIRENE - B
B EHMEMTEOEARES - BE
DAREBEMEAARLBRE U
READNTRG - EERTER T
B5E  ((WVRAEBEHEYRBREBFFEE
RERTYEERGWTE iR
EEFREEHBHITEERS BB
T BMERYEHRGSFH KT
B RBERONEE - 1BETHEE
REREMRLBEREZOR I - £
PR RT B R AR £ BN IR A A ] &
IR ZIA TR AR A FTEE
T E R R e A TRITHRGEE
AT EIBBAR RN EITRAN
0% - P=_E—F+=—_A=+—8 "
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ﬁ For the year ended 31 December 2011 (All amounts in RMB)
& HE-_T——F+-_A=t+—HItEE (FTBESBUAARKEE)
7 )
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= 17. OTHER RESERVES AND RETAINED 17. Httf@ERERE RN - REEH
o EARNINGS — GROUP AND COMPANY )N YN
= (@) Other reserves (@) HftfEE
o Group REE
7
m Capital Statutory  Revaluation
8 reserve!  reservest reserve  Translation Total
p EXRE  EEREO  EfHE EifE by
8 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
[ ARETL  AREFT AREFT ARETT ARETZ
2
- At 1 January 2010 RZZ-FF
O —A-H 162,041 155,703 30,440 (7,688) 340,496
m Transfer to statutory ERTETRE
£ feserves - 56,158 - - 56,158
Z Transfer from revaluation ~ FEFEH[H(E
g reserve to retained hmERGEERR
— earmnings for buildings REE
(_0| revaluation
J_>| - gross —E = - 32,181 - 32,181
m - deferred income —BREAEH
E tax (Note 20) (Wt 20) - - (7,665) - (7,665)
=z Transfer from revaluation ~ $trEREREE
@ reserve to retained ERERBGT
earnings for depreciation
- gross —E - - (2,660) - (2,660)
- deferred income —BRAER
tax (Note 20) (Hizt20) - - 789 - 789
At 31 December 2010 RZZ-2F
+ZA=+-H 162,041 211,861 53,085 (7,688) 419,299
At 1 January 2011 RZE——%
—-A-H 162,041 211,861 53,085 (7,688) 419,299
Transfer to statutory SR TTHE
reserves - 8,233 - - 8,233
Transfer from revaluation ~ FEiTEmERHEE
. reserve to retained HRERRET
! earnings for depreciation
ol - gross g% - - (4,995) - (4,995)
= - deferred income —BRMEH
= tax (Note 20) (Htxt20) - - 1316 - 1316
3
o At 31 December 2011 W%
8 +-A=1+-H 162,041 220,094 49,406 (7,688) 423,853
%
= Company KAT
Z _
Capital
Q reserve®
g B fREO
. RMB'000
AR®FT
=
ET', At 1 January 2010 till 31 December 2011 R-ZFE-—ZFF—HF—H=E

—E——F+=-A=+—H 172,319

=
=
N




For the year ended 31 December 2011 (All amounts in RMB)
HE_ZT——F+A=+—BUIFE FBELEAARKIE)

17. OTHER RESERVES AND RETAINED

17. HhRBERRBEN —X£EH

EARNINGS — GROUP AND COMPANY BRAEAT &)
(Continued)
(o) Retained earnings (b) REER
Group AEE
RMB’000
AREFT
At 1 January 2010 RZET—FTF—-H—H 862,887
Profit for the year FE A 841,225
Transfer from revaluation reserve to HEGBEERERE R
retained earnings
— gross — AR 2,660
— deferred income tax (Note 20) —IREFTBH (HfaE20) (789)
1,705,983
Dividend paid BRIRE (143,307)
Transfer to statutory reserves SR E (56,158)

At 31 December 2010

R-E—ZTF+-_A=+—H 1,506,518

At 1 January 2011 RZE—F—H—H 1,506,518
Profit for the year FE T 61,256
Transfer from revaluation reserve to HEGFEERERERT
retained earnings
— gross —#aE 4,995
— deferred income tax (Note 20) —BIEFTSH (FY7F20) (1,316)
1,571,453
Dividend paid EffRE (198,547)
Transfer to statutory reserves ERELERE (8,233)

At 31 December 2011

R-T——F+-_H=+—H 1,364,673

Company AT
RMB’000
AREFT
At 1 January 2010 RZZE—ZTF—HF—H 28,086
Profit for the year F R A 249,196
Dividend paid BiRE (143,307)
At 31 December 2010 RZZE—ZTF+=-HA=+—H 133,975
At 1 January 2011 R-ZE——F—H—H 133,975
Profit for the year F AR 68,503
Dividend paid BRIRE (198,547)
At 31 December 2011 R-E——F+=-A=+—8H 3,931
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For the year ended 31 December 2011 (All amounts in RMB)
BE-T——F+-A=1+—BLLFE (FrIE2BAARKE)

17. OTHER RESERVES AND RETAINED

EARNINGS — GROUP AND COMPANY

(Continued)
(b) Retained earnings (Continued)
Notes:

0] 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.

(i)  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.

HibRERRE &N - FEEH

. NNCITE )

REE R (45)
Kt

(i) ARFEEDETRAZRAR
—RRNFEEEA T KEHE
RAMBEFENER

(ii) RIEPBEKERG 2RO AR
R AP B AR L I 58 2 T B
ARBEREEHESEMERZ
LEB - SR — D BR B 14 0 ) (A
EHBAFEER)DETHE -
fHEEFKENSBEC EREHE
AR FEMEARR50% « BlERE
R -

VETE R 12 FT A RNE S AR B I
AEER - FERARMNBATE
BE AR 8 S8 AR A BT B 2 R AR
Ao BRSHBHEQRABRRRY
BIRAE LRRERBE - 18R
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For the year ended 31 December 2011 (All amounts in RMB) ﬁ
HE_Z——F+_A=+—HILFE FTAESEUAREBE) &
v )
%
E:
*®
i
i
4
BORROWINGS — GROUP AND 18. {EE - AEEREAT 9
COMPANY cr;l,
-
Group Company o
-
rEHE b N/NE| r:Fl
2011 2010 2011 2010 o)
SE--F ZE-ERE 25 ZT-FF (©)
RMB'000  RMBO00 RMB'000  RMB’000 %
ARMTT ARBTFT ARMFT ARETT o
=)
Current BIEA J_’|
Secured bank borrowings BiKIFIRETT g
(Note (a)) & & (Mt (a)) 24573 126,801 - - -
Other bank borrowings HRITEE =
(Note (b)) (Ktz (b)) 118,946 409,686 - - Jz>
Unsecured bank EIERITEE (9]
borrowing - 73,425 - 70,421 IE
(7]
143,519 609,912 - 70,421 ;
m
Non-current FEEN E
Secured bank borrowings B FIRTT 2
(Note (a)) ' (M (@) 452,063 150,681 - - 7]
Other bank borrowings HAMRITEE
(Note (b)) (HtaE (b)) 56,740 85,956 - -
Unsecured bank EERIRITEE
borrowings (Note (c)) (K17 (c) - 227,601 — 213,582
Notes payable (Note (d)) [EfH{ESHIA
(Ffat (d)) 1,203,472 165,568 1,203,472 165,568
1,712,275 629,806 1,203,472 379,150
Total borrowings fEEHAE 1,855,794 1,239,718 1,203,472 449,571
Notes: Hat
(@) Bank borrowings of RMB476,636,000 (2010: @  AR¥476,636,000L(=ZF—ZF : A

RMB277,482,000) were secured by the pledge of
the Group’s land use rights with a net book amount
of RMB50,899,000 (2010: RMB52,134,000) as at
31 December 2011 (Note 6); and the pledge of the
Group’s property, plant and equipment with a net

R#277,482,0007T) K ERITIE B AN S
ER-—E——F+_-_A=+—BEREF
EAAR#50,899,000 T (T —Z4F :
AR#52,134,000 7T ) & + s 7 42 (Bt
He)WEF: RAKSER-_T——F

book amount of approximately RMB387,214,000 TZA=ET-—HEREFENRARK %
(2010: RMB487,934,000) as at 31 December 2011 387,214,000 (=T —ZTF: AR¥ c
(Note 7). 487,934,000 7T) K3 ~ /B skt (T =
T 7) BRI AR 2

o

(b)  Other bank borrowings of RMB175,686,000 (2010: (b) HMRTEEURAEESTHEARIR %
RMB495,642,000) were secured by cross HOR—ZE——F+-_A=+—HHE ,:,'
corporate guarantees provided by certain B AR 175,686,000 0 (=T —Z4F ¢ 2
subsidiaries of the Group as at 31 December 2011. AR ¥ 495,642,000 7T) #9322 XA AIHELR -
YEHEHR [

A
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For the year ended 31 December 2011 (All amounts in RMB)
BE-T——F+-A=1+—BLLFE (FrIE2BAARKE)

18. BORROWINGS — GROUP AND 18. BE-—XEBRARQTE (&)
COMPANY (Continued)

(c)  Mr. Hong Tianzhu, chairman and an executive () ERFRITERHRNEEEAERIKE

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.

The notes payable as at 31 December 2011
represent US$193 million senior notes (“Notes”)
which will be repayable in whole on 19 January
2016 (31 December 2010: Nil). The Notes were
issued in January 2011, with a principle amount of
US$200 million, bear interest at a fixed rate of
7.625% per annum and listed on the Singapore
Exchange Securities Trading Limited. The Group
repurchased and cancelled the Notes with a
principle amount of US$7 million during the year
ended 31 December 2011 (Note 23).

The notes payable as at 31 December 2010
represented US$25 million guaranteed notes which
would mature in 2012. The notes bore interest at a
fixed rate of 6.8% per annum since July 2009 and
were guaranteed by certain subsidiaries of the

BEBERRTRAE - & RIES L EER
FEAHRITEENREARIEFHER
DRI AR 30% °

—E——F+ - A=+—HzENER
EER-_T—R"F—ATNBRHEE
WIBExT(ZZE—ZT4+ =4
=t+t—8:8)BEAER(RED - %F
BRZF——F— ABTUET N E
HRGMAMRAR LM - A£%A2.00
BET REFE7.625% 2 B F F Rt
B AEEEREE_ZT——F+=A
=+—HILFE B E AN & 5700
BETZEE(MizE23) -

—E-REF A=+ —AZENER
R T —Z—FFH 22,5008 ETiE
REE - ZEZEBA-_TTAFL AR
HF6.8% 2 EEF KT EIHAKEE
FHEBABER R=ZT——F &K%
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Group. The Group fully repaid the notes before BEEZBRIMZAE 2 BEER -

they were due in 2011.

The carrying amounts of the borrowings are BEEMREERN TERE

denominated in the following currencies:

Group Company
REE ZA/NE|
2011 2010 2011 2010

—E-——% -“F-FF —T 5 “T-FF
RMB'000  RMB000 RMB'000  RMB’000
ARMTZ ANREFT ARBTIZ AREFZ

RMB ARE 170,000 487,644 - -
uUsD =TT 1,680,109 744,076 1,203,472 449,571
HKD BT 5,685 7,998 - —

1,855,794 1,239,718 1,203,472 449,571
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For the year ended 31 December 2011 (All amounts in RMB)
HE_ZT——F+A=+—BUIFE FBELEAARKIE)

18. BORROWINGS — GROUP AND 18. BE-—AKBERAQTE &)
COMPANY (Continued)
The weighted average effective interest rates per RELBMBETFHERFENENT :

annum at year end are as follows:

2011 2010
—B-—F —ETF

USD  RMB  HKD  USD RMB  HKD

Xn AR® B XX AR® BT

Bank borrowings RITEE 46%  71%  21%  45% 53% 2.1%
Notes payable FERHES FRIE 7.6% - - 6.8% — -
At 31 December 2011, the Group’s borrowings R-T——F+-_A=+—8 " A%H
were repayable as follows: EENIBEAT
Group Company
rEE PN
2011 2010 2011 2010

—g—-% —FT-FF —T-% —F-FF
RMB'000  RMBO00 RMB'000  RMB’000
NRETTE ARBTFT ARETT ARMFT
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Within 1 year 1FER 143,519 609,912 - 70,421
Between 1 and 2 years 1ZE24 107,895 227,753 - 142,388
Between 2 and 5 years 2E5F 1,604,380 402,053 1,203,472 236,762

1,855,794 1,239,718 1,203,472 449,571

The fair values of the borrowings approximate their R ITIRC EM T RIE REER -
carrying amounts as at the balance sheet date, as BEZATEEERmERES

the impact of discounting is not significant.

The Group has undrawn floating rates borrowing AEERBAZHEEZEERENDAR
facilities of approximately RMB558,407,000 (2010: #558,407,000C(— T —FF : AR
RMB254,809,000) which will be expired within one & 254,809,000 7T ) # 7 — F R EI B -
year. The facilities expiring within one year are R—FRIBzRER/RENR_T—F
annual facilities subject to review at various dates TRBHBIEER 2 FEME °

during 2012.

TT0Z LH0d3d TVYNNNY

BHs——&

117



ﬁ For the year ended 31 December 2011 (All amounts in RMB)

& HE-_ZT——4F+-_A=1+—BLLFE (FTAESBEUAREE)

2 |
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9| 19. DERIVATIVE FINANCIAL 19. TSI A-FAFERERD

o INSTRUMENTS — GROUP AND 7]

= COMPANY

(@]

-

I Group Company

g AW BN

(@) 2011 2010 2011 2010

S -4 —T-TF —T——F —T-TF

IQ RMB'000  RMB000 RMB'000  RMB’000

o ANEEFT AREFT AREFIT ARKETT

>

g Interest rate swap Fl=t=HE 4

- contracts 45,019 241 45,019 241

> Futures contracts HEEH - 33,228 - =

z

2] 45,019 33,469 45,019 241

>

@ Non-hedging derivatives are classified as a current EHHITETADEARBEERE

J_>| asset or liability. f& °

m

E The interest rate swap contracts as at 31 RZZT——F+=ZA=+—08 " Fixz

p-d December 2011 comprised two contracts with HENBEMNER  BRLFSFER/A

@ notional principal amounts totalling R#1,265,851,000 T(=ZF—F%F : A
RMB1,265,851,000 (2010: RMB17,881,000). R¥17,881,0007T) °
At 31 December 2010, the future contracts RZZE—ZEF+_A=+—H " BESE
represented the future trading for cotton in the RERNERIEMISEEREHE - %
active futures market. The contract had been BRR_ZE——FxK -

completed in 2011.
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For the year ended 31 December 2011 (All amounts in RMB)
HE_ZT——F+A=+—BUIFE FBELEAARKIE)

20. DEFERRED INCOME TAX — GROUP 20. BEFREH -—F&H
The analysis of deferred tax assets and deferred RERIEEEMRERIEAE 2 S0
tax liabilities is as follows: T
2011 2010
g5 ZZT-TF

RMB'000  RMB’000
AR® TR ARETT
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Deferred tax assets: RIEFRIBEE ¢
— Deferred tax assets to be — BB 12 E A & U E
recovered after more than ZIBETRIRE E
12 months - 15
— Deferred tax assets to be — 1128 A ke
recovered within 12 months ZIEERRIEE EE 49,638 24,415
49,638 24,430
Deferred tax liabilities: EERIAEE
— Deferred tax liabilities to be —B@ 12 & A & W ol
recovered after more than ZIELERIEEE
12 months (51,069) (38,929)
— Deferred tax liabilities to be —fE 12 @ A mugE
recovered within 12 months BRI TEEE (1,332) (10,346)
(52,401) (49,275)
The movements in deferred tax assets and RENELEHREEERABEFSHOT -
liabilities during the year are as follows:
Deferred income tax assets: BEFTSTHEE ¢
Temporary
Tax losses  differences Total
BBESE BRER #st

RMB'000 RMB’000 RMB’000
ARETRT ARETR AR¥TR

At 1 January 2010 R—Z—ZF—H—H 49 2,552 2,601
(Charge)/credit to the RirEEEE
consolidated income ($0BR),FF A -
statement (49) 21,878 21,829 2
S
At 31 December 2010 and R-Z—TF -
1 January 2011 T-A=+—-BR m
—FZ——%—f—H - 24,430 24,430 o
i Py}
Credit/(Charge) to the RiRE B "
consolidated income A (H0BR) §
statement 28,571 (3,363) 25,208 =
|
At 31 December 2011 RZT——%F
+=A=+—-A 28,571 21,067 49,638

BHs——&
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For the year ended 31 December 2011 (All amounts in RMB)

g HE-_T——F+-_A=+—HILFE (FTBESBUAARKEE)
2§
%
T
®
Pt
3
P4
2 20. DEFERRED INCOME TAX — GROUP 20. JEEFREH —AKE @)
m (Continued)
3 Deferred income tax liabilities: RIEFGHEE
i' Withholding
g tax relating
o to unremitted
5 earings of
o subsidiaries
c Revaluation HEKEAR
S of buildings  RERBFH Total
— BFEM SR gt
O RMB’000 RMB’000 RMB’000
E ARMFT AREFT ARETR
>
% At 1 January 2010 RZZE—ZTF—A—H 9,568 14,569 24,137
> Taxation charged to equity BRBFERMR
- in relation to the revaluation R 2 HIE
] of buildings (Note 17) (Wiz17) 7,665 - 7,665
1" Reversal relating to additional BEBEIMTE 2
m depreciation (789) - (789)
= Withholding tax relating to BEH B AT REM
5 unremitted earings BN ETEMH
(7] of subsidiaries - 18,262 18,262
At 31 December 2010 and RZT—FF
1 January 2011 —A=+t—HBk
—2——F—F—H 16,444 32,831 49,275

Reversal relating to additional BRABEIMTE 2 [

depreciation (1,316) - (1,316)
Withholding tax relating to BN B A RER

unremitted earings BN ETEMH

of subsidiaries = 4,442 4,442

At 31 December 2011 R-ZT——%F

+=ZRA=+—H 15,128 37,273 52,401

EIEFTS T E E T s A8 2 BIR B 1R e
R MEAB AT BEE B B 1R 2 ERR B A

Deferred income tax assets are recognised for tax
loss carry-forwards to the extent that the realisation

ETHEESEYHTEY aILINITINOYD ITLXIL ONOHXIL

[
N
o

of the related tax benefit through the future taxable
profits is probable. As at 31 December 2011, the
Group did not recognise deferred income tax
assets of RMB888,000 (2010: RMB765,000) in
respect of losses amounting to RMB3,555,000
(2010: RMB3,059,000) that can be carried forward
against future taxable income.

Deferred income tax of RMB1,316,000 (2010:
RMB789,000) 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.

BIREMHENSEAR R _F——F
+ZA=+—H ' XEBEWERERA
S E AR F U A E9 A R 5 3,555,000 7T
(ZZ=—T4 : AR¥3,059,0007T) &
BREREIE TS & E A R 888,000
T(ZZE—ZF : AR¥765,0007T) °

AR#1,316,000c(—ZF—ZF : A
R ¥ 789,0007T) MIREFTS L Jh R E
iR (MEL7) BREEREEF - U
REEFHERFTEERIBEFNES
AAFTERERITE 2 M EBEREE
g o



For the year ended 31 December 2011 (All amounts in RMB)
HE_ZT——F+A=+—BUIFE FBELEAARKIE)

21. TRADE AND BILLS PAYABLES — 21. BRESZREEFRIE—FEH

GROUP
2011 2010
—E-—F5 ZZE-ZF
RMB’000 RMB’000
ARBTFT ARETT
Trade payables FE B 55IE 115,890 155,443
Bills payables FERTRIBFRIE 386,518 703,959
502,408 859,402

As at 31 December 2011, included in the trade
payables was amount due to an associate of
RMB345,000 (2010:RMB50,000) (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-ZE——F+-A=+—8  8FER
FERHE 5708 A R — B & QR ZIE
AR¥345000 (= —FF : AR

# 50,000 7T ) (M§7£35) ©

BNEZERREFAE(BREN—HE
HEERRZFIA) ZEREEDITAT

2011 2010

—E-—F ZT-TF

RMB’000 RMB’000

AR¥TFT AR¥TTT

Within 90 days 90 HX 99,188 634,853
91 to 180 days 91 H%180H 394,022 218,025
181 days to 1 year 181HZ 14 5,282 4,646
Over 1 year —F A 3,916 1,878
502,408 859,402

Trade and bills payables are denominated in the

AT ERTIROENE S R EBRIA
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following currencies: s

2011 2010

—E——F ZE-TF

RMB’000 RMB’000
AEHFT ARETFT >
=z
P
RMB AR 212,765 325,846 5
usb 7T 274,214 524,250 =
Vietnam Dong i Ea) 15,429 9,306 i
e
502,408 859,402 )
B
The fair values of trade and bills payables BNE S REBFIBZ AV EEERE ¥
approximately their carrying amounts. B - A
|
|
.FH
.FH'
#
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For the year ended 31 December 2011 (All amounts in RMB)
HE-_ZT——GF+-_A=+—BLTFE (FrIE2EAARKE)

22. ACCRUALS AND OTHER PAYABLES 22. HRREARHMEMERR K
— GROUP AND COMPANY EERARAQ T
Group Company
AEME AT
2011 2010 2011 2010
—E——f —FB-TF —B——F —T-TfF

RMB'000  RMB'000 RMB'000  RMB'000
AR TR ARETIE AR®TT ARETT
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Accrued wages and FERT T & KM
salaries 70,118 76,436 - 2,764
Interest payable FERHF & 43,577 7,717 41,640 6,607
Accrual of operating JEETHE &R
expenses 22,070 36,700 465 867
Deposits from customers T Fik& 34,406 46,384 - -
Payables for purchase of BEE¥¥ - M&E
property, plant and KRB R BR X
equipment 205,330 240,691 135,564 126,432
Other payables H A ERTBR SR 19,990 60,991 1,128 11,723
Tax payables other than  FE{SF{IE
Mainland China (FREKRE%
enterprise income tax FRSHiBRSN) 21,612 7,614 - -
417,103 476,533 178,797 148,393
23. OTHER INCOME AND LOSSES, NET 23. HtWAREE  F&E
2011 2010
T —T-THE
RMB’000 RMB’000
ARMTFT AREFT
Other income HabA
Subsidy income (CELLION 21,993 49,517
Other losses — net Hitn B HE—F8E
Derivative financial liability at BRAFERF ARG Z
fair value through profit or loss: MESRARE -
— Unrealised loss —REBREE (38,546) (33,532)
— Realised loss —-BEEREE (13,445) (8,180)
Net foreign exchange losses (Note 28) [ ¥ &8 % %8 (Hf37 28) (20,056) (2,742)
Gain from Notes repurchases e e 10,240 -
Others EAth 3,065 5,162
Total other losses — net HivBEeE—FE (58,742) (39,292)
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For the year ended 31 December 2011 (All amounts in RMB)
HE_ZT——F+A=+—BUIFE FBELEAARKIE)

23. OTHER INCOME AND LOSSES, NET 23. HBWAREE - FE )
(Continued)
The subsidy income mainly related to incentives for FERL A 3 2 B A R B R AR M B
development in Xuzhou, Mainland China and FrgR 2 BERMBNRED FI5E
grants provided by municipal governments based RS S| H 2 2B - &
on the amounts of value added tax and income tax SBERRAFESAMBEMEILA - Mz
paid. The Group received all the subsidy income in EMEWORBEMARRELE -

the same year and there was no future obligation
related to those subsidy income.

The gain from Notes repurchases represented the EEERBSER TS ——FEL X
repurchases and cancellation of Notes with FI3H - A& % /7,000,000E T 2 R
principle amount of US$7 million in 2011 (Note % (K17 18(d)) °
18(d)).
24. EXPENSES BY NATURE 24. AX(RMEESE)
2011 2010
—E--5F ZT-TF

RMB'000  RMB’000
AR TR ARETT
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Raw materials and consumables used R # M EER 5,570,002 3,767,502
Changes in inventories of finished B MM ERRTEES
goods and work in progress (84,472) (262,003)
Employment costs, including directors’ {EEKAK - BEESHE
emoluments (Note 25) (K17t 25) 437,338 391,074
Depreciation and amortisation ENREIE(fT6KkT)
(Notes 6 and 7) 176,341 144,468
Loss on disposal of property, plantand ~ HEW¥ - KE &R
equipment (Note 33) &8 (f17£ 33) 2,152 4,014
Office expense WA 30,817 24,763
Utilities ) ) KRR 282,627 241,017
Transportation B 90,793 90,291
Auditor's remuneration ZEETEN & 3,846 5,475
Lease rental expense for buildings BFREERESMT (M 7)
and machinery (Note 7) 13,014 12,974
Provision for/(reversal) of impairment of U & 5 Z IR E
trade receivables (Note 12) B (BE)(KiE12) 479 (1,672)
Provision for decline in the value of GFEEERIBE (A 11)
inventories (Note 11) 78,669 581
Other expenses HibfAx 76,136 78,302
>
. =z
Total cost of sales, selling and HEMAR - HE KRS g
distribution costs and general and FSTA R — R R ATE >
administrative expenses FZ 42 %8 6,677,742 4,496,786 Py
g
py)
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For the year ended 31 December 2011 (All amounts in RMB)
BHE-T——F+-A=1+—BLLFE (FTAESBEUAREIE)
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2010

—ET-TF

RMB’000

ARBFT

Wages, salaries and bonuses ITE& - HRIEA 343,654
Pension costs — defined contribution RIS RA—FREMH-R

plans (Note (a)) =TEl (K17 @) 28,862

Other welfare benefits (Note (b)) EH A ta A (K77 (b)) 12,478

Other employment benefits Hith{g B 121 6,080

391,074

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 2011, the Group contributed
approximately RMB 21,669,000 (2010:
RMB20,275,000) 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 2011, the Group
contributed approximately RMB76,000 (2010:
RMB76,000) to the MPF Scheme.

RIEH B REER B REREE
AEBEAEFHAEEESHE
HRE B R R EH>FGRINGTE o
AEBREEREBR AN HIGE
B E A &M 14% = 22% K 7%
E8NELHER(FIELR) « L
KREBMBITRE ° RILIBEF
FEHFN  REBEEEMNER
RIRE T HSGERIKZ BRI B A
BIEEAAE - RIKEENME
BRE T HBHBEREBRKE
EEE RBEE-_T—F+=
A=+—HL&FE A&EEMLE
M E R & B R IRET 8] 5 B 3D
AR #2166900T(=ZF—F
£ AR#20,275,0007T) °

REBCLZHEEREE L2 MAH
MRESE([aEEstEl])
BraBy et ATENRE R
et 8l - RegfESstE - A5
MEBBRESANRT AKRIE
&35 B AT R R IE B IR A 5% [A)
sTElE R LR A5 A 1,000
BT RNEBE-_ZE—F+=-H
=+t RHLEFE  AEER®RE
SR AT ARET76,0000T( =
T—TF : AR¥76,0007T) °



For the year ended 31 December 2011
BE-F——45+-A=t+—HILEE

25. EMPLOYMENT COSTS, INCLUDING
DIRECTORS’ EMOLUMENTS (Continued)

(@)

Pension — Defined Contribution Plans
(Continued)

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 2011, the Group contributed
approximately RMB13,408,000 (2010:
RMB8,511,000) 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 2011, the Group
contributed approximately RMB12,768,000
(2010: RMB12,478,000) to these plans.

26. DIRECTORS’ AND SENIOR
MANAGEMENT'S EMOLUMENTS
The remuneration of each director of the Company
for the year ended 31 December 2011 is set out

(All amounts in RMB)
(FTAESBEUARKE)

25. BERAE  BIEEEME #)

(@)

(b)

RKE—REHRREE ()

RIFBEmEARRRERBTE A%
BEEAEYEREENBEREND
EEMERBRATEELRR - &
EEZEEFH SR 20% M ZaTE
M RINMEEMATE S B A
Bl RE BRI SR AT BIHEIE -
REBEE-_ZE—F+-_A=1+—
HIEFE AEERLELABERE
BRIt REBFTEIHANARE
13,408,000 t( =T —ZF : A
R #8,511,0007T) °

HazR
AEBRPBEAENFTAEEY
28 EESHSREE - Z5HE
BIERBTREES RETHNE
B EERHMEN -HEZT
—FE+-A=+—HIEE
AEBG AT EHAHDARKE
12,768,000t ( =T —ZTF : A
K12 478,000 7T) °

26. EERGNEEEMS

BE-T——f+-A=t+—HIFE
BN FARTNSLEFHW T -

below:
Employer's
contribution
Discretionary Other to pension
Name of Director 3024 Fees Salaries bonuses benefits® scheme Total
[ £2:0)
e Fé BERA BRI EE @it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ABETR  ARBFT  AREFT  ARETR  ARETT  AREFR
Executive directors HhES
Hong Tianzhu ERR - 600 - 995 - 1595
Zhu Yongxiang Rk - 900 565 600 32 2,007
Gong Zhao R - 440 426 300 14 1,180
Tang Daoping mEY - 440 1747 600 3 2,820
Independent non-executive ~ BUFEHTES
directors
Ting Leung Huel, Stephen TRE 195 - - - - 195
Cheng Longd RER 97 - - - - 97
Zhu Lanfen N 97 - - - - 97
389 2,380 2,138 2,4% 79 8,081
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For the year ended 31 December 2011 (All amounts in RMB)
HE-_ZT——GF+-_A=+—BLTFE (FrIE2EAARKE)

26. DIRECTORS’ AND SENIOR 26. EERGREEEME »)
MANAGEMENT’'S EMOLUMENTS
(Continued)
The remuneration of each director of the Company BE_Z-ZF+_A=1+—HLLFE
for the year ended 31 December 2010 is set out BN TARTGNESAMSHT
below:
Employer's
contribution
Discretionary Other fo pension
Name of Director BB Fees Salaries bonuses benefits") scheme Total
[BERI
ik e BERAL  EfpERO HE @t

RMBOOD ~ RMB0OO  RMBOOD  RMBOOO  RMB0OO  RMBIOOO
ARRTL  ARETT  ARRTZ  ARBTT  ARETT ARRTT
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Executive directors ings
Hong Tianzhu AR - 600 251 838 - 1,689
Zhu Yongxiang ok - 783 33% 19 2 4,153
Gong Zhao 28 - 382 1101 4 7 1,584
Tang Daoping BT - 394 3,125 9 12 3540
Independent non-executive  BUFHES
directors
Ting Leung Huel, Stephen TRE 204 - - - - 204
Cheng Longdi RER 102 - - - - 102
Zhu Lanfen %5 102 = = = = 102
408 2,159 7892 870 45 11,374
(*)  Other benefits mainly represent housing allowance *) Hitn@AEERFERE R REMEER
and other social security benefits. [Er=p
None of the directors waived any emoluments RBZE-_T——F+-A=+—HILF
during the year ended 31 December 2011 (2010: EYEEEREWRBEMMES (=T —
Nil). TE T

ETHEESE®HTEY aILINITINOYD ITLXIL ONOHXIL

[
N
(o)



For the year ended 31 December 2011 (All amounts in RMB)
HE_ZT——F+A=+—BUIFE FBELEAARKIE)

26. DIRECTORS’ AND SENIOR 26. EBEREREEEM=E )
MANAGEMENT'S EMOLUMENTS
(Continued)
(@) Five highest paid individuals () BUSRSHMAL
The five individuals whose emoluments were RAFEE » AEE ALK F M
the highest in the Group for the year include ATEFROG(ZZE—FF : 4
four (2010: four) directors whose emoluments f)RES HMeERXLEXZ2
are reflected in the analysis presented above. TR DTN - B F&T—
The emoluments payable to the remaining M (ZF—FTF : —f) AL 2B
one (2010: one) individual is as follows: ca N
2011 2010
—E--5F ZT-TF

RMB'000  RMB’000
AR TR ARETT
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Basic salaries and allowances BEARE & KRR 1,116 523
Bonuses B4 265 1,037
Pension cost — Defined contribution — R{Kk &K A—5R5F
plan G2 10 10
1,391 1,570
(b) During the year ended 31 December 2011, (b) HEZZ——F+-A=+T—H
no emoluments were paid by the Company to WEFE ARG ERERES
any of the directors or the five highest paid 2 B B e 3 B A = 32 A5F A ] A
individuals as an inducement to join or upon & ERBMAIRINARE B
joining the Group or as compensation for loss B SIEABBAEE( 2T —
of office (2010: Nil). TE T
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ﬁ For the year ended 31 December 2011 (All amounts in RMB)
.% HE-_T——F+-_A=t+—HItEE (FTBESBUAARKEE)
7 )
%
1
3
Pt
3
2
9, 27. FINANCE INCOME AND COSTS 27. BBWAREHR
®
=] 2011 2010
S a5 -z-m%
T RMB’000 RMB’000
g ARMFT ARETT
(@)
% Interest expense — bank borrowings MERAX—ARAFA
IQ wholly repayable within five years BHERZRITEE 162,456 70,449
o Less: amount capitalised in property, W E - BB MR
> plant and equipment (Note 7) B &R (HaE7) (353) (126)
m
= 162,103 70,323
= Exchange gain on financing activities BB R B PIGIE K s
Jz> (Note 28) (Ktzt28) (76,423) (23,965)
(@)
2 Finance costs — net MBER—FHE 85,680 46,358
(2}
-
J_>| Finance income — interest income on B ISR A — SR1T1E 3K
E bank deposits FEMA (7,948) (2,792)
m
E' Net finance costs IS B AF5E 77,732 43,566
(2]

NET FOREIGN EXCHANGE GAINS 28. EX W= FEE

The exchange differences credited to the

REEBRERFAZELZRBEAT

consolidated income statement are included as HE :
follows:
2011 2010
—F-—-F5 _—T-FF
RMB’000 RMB’000
ARY¥TFrT AREFT
Other losses — net (Note 23) H b &5 18 — 588 (A/7F 23) (20,056) (2,742)
Finance costs (Note 27) B ER (M 27) 76,423 23,965
56,367 21,223

INCOME TAX EXPENSE 29. Fi8%imx

The amount of income tax charged to the
consolidation income statement represents:

RiFBBaRHRZAEHRERLT

2011 2010

—E-—F ZZ—ZF

RMB’000 RMB’000

AEETT ARETRT

Current tax on profits for the year FEANARRIAS R 42,999 113,556
Adjustment in respect of prior years WA FERAE 1,283 (161)
Deferred income tax (Note 20) RIEFTSHL (A7 20) (22,082) (4,356)
22,200 109,039




For the year ended 31 December 2011 (All amounts in RMB)
HEZZ——F+ZA=+—HIEFE FBELEAARKIE)

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 (2010: Nil).

Subsidiaries established in Mainland China
are subject to EIT at rates ranging from 24%
to 25% during the year (2010: 22% to 25%).

Effective from 1 January 2008, the
subsidiaries established in Mainland China
are required to determine and pay the EIT in
accordance with the Corporate Income Tax
Law of the PRC (the “New CIT Law”) as
approved by the National People’s congress
on 16 March 2007 and Detailed
Implementations Regulations of the New CIT
Law (the “DIR”) as approved by the State
Council on 6 December 2007.

Except for Texhong (China) Investment Co.,
Ltd., Shanghai Texhong Trading Co., Ltd.
and Shanghai Hongrun Textile 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.

Subsidiaries established in Vietnam are
subject to income tax at rate of 25% (2010:
25%).

As approved by the relevant Tax Bureau in
Vietnam, one subsidiary established in
Vietnam in 2011 is entitled to four years’
exemption from income taxes followed by
nine years of a 50% tax reduction and is
entitled to a 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.

HRAEENFAMEBEES BN
BB RBMERTUEN - R
REABMESRIELBEE( =T —

T E)

AR B R BE A S 2 FfT B A R &R
NZBIE 24% T 25%( —E— T4 :
22% % 25%) 2 L R @A AT
1B -

—EENF-—H B2 R¥P
BRBER VB A R BAR R
ARBER-_ZBZELF=A+N
R#t/ERN P BREEMETE(H
EEMBHRD REKRER_FF
tFETZARBHERNFTEER
BEREREE ([ EiEEE ) E
FERSASREPIFH o

BRI (P IREBRAR R E
BRI E ZBR AR R EET
BESAERRRIN - ARBRH
B RBERK L 2 P A EL AP B 2 7]
BRIEBELE  CREBER
R BIRESNERE 2 BRABREA
HAIRRE - MSABEHEARE
MRk BERKHERA
BEFESE 2B ARBMHRIE
BREAERENFER 2T\
F-—A-—ARAREERE) -
REEEREHME  HR=F
Rl FERH BB

T LR B SZ B Y B8 A R 7842 25%
(ZZ—ZF : 25%) 2 X
FR1SHL

LHERNAEEHREBIE  —R
R-ZE——FEBEKILHKSB
PE BERNEHBEFEASE
MEEEEEEMNTEER 28
FIERIPN4E - HiE N FRIER =
BEEE  WEERZZERMS
HRERI10%ETRE -
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For the year ended 31 December 2011 (All amounts in RMB)
BHE-T——F+-A=1+—BLLFE (FrIE2EAARKE)

29. INCOME TAX EXPENSE (Continued) 29. Fi8%im (&)
(c) Vietnam income tax (Continued) (c) MEEFIEH(
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As approved by the relevant Tax Bureau in
Vietnam, the other subsidiary established in
Viethnam in 2006 should separately calculate
income tax on its supplementary investments.
The initial investment of the subsidiary is
entitled to three years’ exemption from
income taxes followed by seven years of a
50% tax reduction and is entitled to a
preferential income tax rate of 15% for 12
years. The first supplementary investment of
the subsidiary is entitled to three years’
exemption from income taxes followed by five
years of a 50% tax reduction based on the
income tax rate of 25%.

The applicable tax rates for the subsidiaries
established in Vietnam range from nil to 25%
during the year (2010: Nil).

Other income tax

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 Acts, 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% (2010: 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 (2010: Nil).

S A AR RAER S B RLE - BN
—RR ST NRNFEEBRBRIN
HEBAR At EMTtER L
ATEMEH - 2B AR NS
REEREHIIEH=F H#%
T FREHRERFLES  THEE
ZXREEMEHBEISNET =
FoZMBRATNEEFBRIEE
BEHRERHFFEH=-"F HERF
BRI 25% H FTIS B AL RS+ m]
EREREESR -

FA - KRR E A R
ERAMRE  NFEEBR(=F
—EFF)e

HAbFrig st

RRABRIBEFHSEE R BDERFH
SHEEMRLRERRERA
A RS HREREMEH

ZAUNCI)ISENEY g i d T v )
[EWNCIVELES 2] oh e ope] s
BERNRDEL - ETMFHER
BURREMACSL - Ut % B S
BREREMEH

PR PRS2 I B 1 Rl 242 9%
(ZZ—ZF : 9%) 2 REFAFT
B8 - ERAKERFARELE
R AERPT R R TR R -
B ESLRMI NS B ELBE (=

T-TF T



For the year ended 31 December 2011 (All amounts in RMB)
HE_ZT——F+A=+—BUIFE FBELEAARKIE)

29. INCOME TAX EXPENSE (Continued) 29. FRBBiMR(®)
(d) Other income tax (Continued) (d)y HAFREH (&)
The tax on the Group’s profit before income AN 5= B R B 45 350 Al v ) 0 756 3K
tax differs from the theoretical amount that RIBEARNGRE B N &) e
would arise using the weighted average tax FHBREFGHE ERESERR -
rate applicable to profits of the consolidated EZEINT -

entities, as follows:

2011 2010
—E——% —T-TF
RMB’000 RMB’000
ARBFT ARETFT

Profit before income tax, after R P15 51 AE 7
excluding share of profit (SR FE(G =
of an associate NalmFl) 80,490 941,471

Tax calculated at domestic tax rates %@ AR BN E A
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applicable to profits of the D W == L

respective subsidiaries STE 2 HIA 19,297 171,109
Effect of tax exemption/reduction RE#HE, Re2 e (3,512) (83,479)
Expenses not deductible for tax EIE 173

purposes 567 1,226
Tax losses for which no deferred RISHERIBIEFTISHL

income tax asset was recognised BEZHIBEE 123 694
Adjustment in respect of prior years @ FE FHE 1,283 (161)
Withholding tax relating to unremitted 4 M & A &) & & {F

earnings of subsidiaries BN EFEIT 4,442 19,650

22,200 109,039

The weighted average applicable tax rate AR MEFERER24% (=
was 24% (2010: 18%), which is caused T—ZF : 18%) - ILTIHRAE
increase of the applicable tax rate of the 155 8 e T 8 2 ) 2 3881 FR A 2R S AN
Group’s subsidiary in Vietnam. PRER -

30. PROFIT ATTRIBUTABLE TO EQUITY 30. ZATRESE AELZF
HOLDERS OF THE COMPANY

The profit attributable to equity holders of the RATREFRE ARG EFNOARE

Company is dealt with in the financial statements 68,503,000 (—F—FF : HAAR

of the Company to the extent of approximately #£ 249,196,000 7T ) B 5F AR 7 B 75

RMB68,503,000 (2010: RMB249,196,000 profit). A o >
2
c
>
[
Py
m
o
0
py)
_|
S
=y
[EN
[
]
|
|
.FH
.FH
#

131



For the year ended 31 December 2011 (All amounts in RMB)
HE_Z——F+_A=+—HILEE (FTBESBUAARKEE)
31. EARNING PER SHARE 3. BREF
(a) Basic (@ E=&
Basic earnings per share is calculated by BRERBFALRRRERSE
dividing the profit attributable to equity ABMERMNBRAFANEBITER
holders of the Company by the weighted iRz NEFHEETE

average number of ordinary shares in issue
during the year.
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2011 2010
—E-—F ZZ-ITF
Profit attributable to equity holders of 7872 A% HERE A A FE(L
the Company (RMB’000) wA(ARETT) 61,256 841,225
Weighted average number of ordinary & 277 & & i% il #
shares in issue (thousands) B (ATFED) 884,681 884,681
Basic earnings per share BREXZN (G
(RMB per share) AR¥ETT) 0.07 0.95
(b) Diluted (b)
Diluted earnings per share is the same as the HRRARBN EEERYD - WE
basic earnings per share since the Company [ E 2 A B AR B A B TR
does not have diluted shares.
32. DIVIDENDS 32. KR
The dividends paid in 2011 and 2010 were ZE—FRE-ZEFEHFIZTMNRE
RMB198,547,000 (HKD0.27 per ordinary share) AR #198,547,000 7T (B AR &A% 0.27
and RMB143,307,000 (HKDO0.185 per ordinary BIr) kAR 143,307,000 7t (% &
share) respectively. The directors did not MA%0.1858 L) c EE W T2 A
recommend the payment of a final dividend for the E_T——Ft+_A=1+—HLEFEK
year ended 31 December 2011. ARAAARE. ©
2011 2010
—E-F ZT—ZF
RMB’000 RMB’000
AREFT AREFT
—
m
x
5 Interim dividend paid of HKDO.1 FREBRENTHKE
= (2010: HKDO.11) per ordinary share 0.1BT(ZE—TF :
= 0.117%7T) 72,304 84,938
5 Proposed final dividend of nil EEERTBRTET
m (2010: HKDO.17) per ordinary share REARB (ZT—FF :
8 0.17#7T) - 126,243
e
T
% 72,304 211,181
m
© The aggregate amounts of the dividends paid and RZT——FRZFT-FFEM B
H proposed during 2011 and 2010 have been REBEEREBESRATEAINGEE
I disclosed in the consolidated income statement in BRAKE -
% accordance with the Hong Kong Companies
Ordinance.
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For the year ended 31 December 2011 (All amounts in RMB)
HE_ZT——F+A=+—BUIFE FBELEAARKIE)

33. CASH GENERATED FROM 33. REMEEZRE
OPERATIONS
The reconciliation from profit before income tax to BRETIS T A G A B2 B E IR S B AR
cash generated from operations is as follows: NN
2011 2010
—E-—F ZZT-ITF

RMB'000  RMB’000
AR T ARETT

Profit before income tax R PRAS B B A A 83,475 950,173
Adjustments for: AEEIER -
— Amortisation and depreciation —HERITE 176,341 144,468
— Share of profit from an associate — PG E D T A (2,985) (8,702)
— Loss on disposal of property, plantand — HEW¥ - BE KR
equipment and land use rights S & L {E
| 2,152 4,014
— Finance costs — net — BB ER-—F5 77,732 43,566
— Fair value loss on derivative —PTHEERTA
financial instruments NEEEE 38,546 33,532
— Realised fair value change on —SMIADER
financial instruments N E# S (26,996) (368)
Changes in working capital (excluding LiBEEE(FEERE
the effects of exchange differences RN T2
on consolidation): BRAN)
— Inventories 78 98,290 (672,196)
— Trade and bills receivables —[EWE 5 REEHIEA (235,767) 31,146
— Prepayments, deposits and —fEfHRIE - Re Rk
other receivables H M FEUER K 262,659 (383,185)
— Trade and bills payables -~ ENESREENIEA (356,994) 348,800
— Accruals and other payables —FBIREAR
Hofth & < BR K (59,929) 56,628
Cash generated from operations KEMEEZRE 56,524 547,876
In the consolidated cash flow statement, proceeds RiZEReRER  LEVE BER
from disposal of property, plant and equipment: REMFTSFUERE
2011 2010
—E——F ZTFTF

RMB'000  RMB'000
ARBFTRT ARETT

Net book amount (Notes 7) BREFE (fE7) 20,970 12,994
Loss on disposal of property, plant HEME - BE K&

and equipment KB EE (2,152) (4,014)
Proceeds from disposal of property, HEME - BE KR

plant and equipment RAEFTIS IR 18,818 8,980
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For the year ended 31 December 2011
BE-F——F+-A=+—BILFE

(All amounts in RMB)
(FrIE2EAARKE)

34. COMMITMENTS

€Y

(b)

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

34, EiE

(a)

BRI
R M AR (BREE)
T -

2011 2010
—g——% -—T-%TF
RMB’000 RMB’000
ARFT AREFT

Property, plant and equipment M - WE MR E
Authorized but not contracted for B #EEKRETL 622,371 =
Contracted but not provided for EEEEESEIR] 51,332 191,663
673,703 191,663

Land use rights T R

Contracted but not provided for BERTAE R 52,149 191,663
Total capital commitments BAEIEETE 725,852 191,663

As at 31 December 2011, the capital
commitments for property, plant and
equipment and land use rights mainly
represent the expansion plan and investment
budget in Vietnam of RMB701,267,000,
which has been approved by the board of the
Group in 2011.

Operating leases commitments

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:

(b)

R=ZZE——F+=-_A=+—8"
ME  BEREENENEEE
BREEUENERIEREE
EE - B ARK701,267,000
T DEASEEEFEeN T
——FHLE o

REHEERRE
AEBRBE AT L TEE W
EMEETRN L  PRER
RE - RETABBEEEHEE
RRFAEEERBAENT

2011 2010
—E-—F ZT-TF
RMB’000 RMB’000
ANE¥FT AREFT
No later than 1 year —FR 8,640 3,417
Later than 1 year and no later than

5 years —FREAFA 2,810 7,582
Later than 5 years hEE 24,218 64,851
35,668 75,850

Representing: g
Land use rights 4 fE A 25,450 73,346
Property, plant and equipment L E NN 10,218 2,504
35,668 75,850




For the year ended 31 December 2011 (All amounts in RMB)
HE_ZT——F+A=+—BUIFE FBELEAARKIE)

35. RELATED-PARTY TRANSACTIONS 35. EHEABMANRS
Parties are considered to be related if one party B —F e E S IS S — sk
has the ability, directly or indirectly, control the P BEREBRESTEEH S —F1IHEE
other party or exercise significant influence over RBT - AR REET - WEEX
the other party in making financial and operating RS - IR AR

decisions. Parties are also considered to be related
if they are subject to common control.

The related party that had transactions with the HEAEEETISH@EE ST :
Group is as follows:
Name of related party Relationship with the Group
B S B £ [ O BE 1R
Nantong Textile Group Co., Ltd. Associated company
BB BN BRAER AR i YNG)
(@ Transactions with the related party (a) EREBINRS
2011 2010
—E-—% —T-FF

RMB'000  RMB'000
AR TR ARKTT

=
o
=
o)
1
#
&
o
&t
Z
o
—
m
()
-
(©)
—
I
m
(2]
(©)
Z
(4
(©)
=
>
|
m
o
L
<
>
Z
Q
>
r
4
e
m
=
m
Z
—
(2]

Purchases of goods BEER 7,887 33,308
In the opinion of the Company’s directors and RARBEZRAEENERER
the Group’s management, the above related REMEFEBSTNZ5TINEE
party transactions were carried out in the ¥R B AR R AR BE 15 5 A 16
ordinary course of business, and in TSR BES A REHNEE
accordance with the terms of the underlying HET o

agreements and/or the invoices issued by the
respective parties.

(b) Balance with the related party (b) EEEAEEF HIAEER
2011 2010
—E-—F5 ZZT-TF

RMB'000  RMB’000
AR® TR ARETT

Prepayments for purchase of JE 1T R B 77 B IR A EHER >
raw materials to a related party EESEUNEN - 103 Z

c

>

Trade payable to a related party FERTRARE T B E 5 F0E 345 50 -
m

o

The balances with related parties are HEB O NAERAERR 28 %
unsecured, non-interest bearing and are RER—FREER - N
repayable within one year. B
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For the year ended 31 December 2011
BE-F——F+-A=+—BILFE

(All amounts in RMB)
(FrIE2EAARKE)

35. RELATED-PARTY TRANSACTIONS
(Continued)
(c) Key management compensation

35. HEBANRSZ &)

(c) E=EEEEZM

2011 2010
TE-—5 —TZE-TF
RMB’000 RMB’000
AR¥FrT AR¥TrT
Salaries, wages and bonuses HE - T& RIEAT 7,998 14,319

Pension cost — defined contribution  RKESKA—FE
plan RS 106 103
Other benefits HbsgF 2,498 843
10,602 15,265

36. PARTICULARS OF SUBSIDIARIES 36. B ARESR

TRIFAEENR_T——F+_H
=t —BMERFLTHEAR :

The following is a list of the Group’s principal
subsidiaries, which are unlisted, at 31 December
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2011:
Place and date of Particulars of
incorporation and Principal activities issued share capital
form of legal entity and place of or paid-in capital
Name FRALEER AR operations BRITRAIBAN Interest
£ ERERER TEERREELY Rz 1R
Directly held:
EERE:
Texhong Textile Holdings British Virgin Islands, Investment holding in 100 ordinary shares of 100%
Limited 26 May 2004, British Virgin Islands USD1 each
limited liability company
AGBERERAR RERARS RABRRES 100&E AR 1T 100%
“ZTMERAZ1AR RERR LR
AREAAH
= Texhong Textile Investment British Virgin Islands, Investment holding in 1 ordinary share of USD1 ~ 100%
% Limited 9 December 2004, British Virgin Islands
z limited liability company
~ RGBREBRAR RERIES REBRIES 1RERIZET 100%
i —ZTMEFZANA REAR LR
= ABEEAT
8
Q Sunray International Holdings British Virgin Islands, Investment holding in 1 ordinary share of USD1 ~ 100%
o Limited 21 January 2005, British Virgin Islands
= limited liability company
@ FHERERARAA RERIHS REBRLHS 1RER1ZT 100%
“ZTRE-A-T-A RE#ER LaER
& AREHLA
3
i
i
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36. PARTICULARS OF SUBSIDIARIES

For the year ended 31 December 2011
HE_ZT——F+A=+—BUIFE FBELEAARKIE)

(All amounts in RMB)

36. MBARER (&)

(Continued)
Place and date of Particulars of
incorporation and Principal activities issued share capital
form of legal entity and place of or paid-in capital
Name SRR LEHR AHR operations BRITRASBAN Interest
8 HEEERER TEXBREEDLY BRAzE {153
Texhong Vietnam Investment British Virgin Islands, Investment holding in 50,000 ordinary shares 100%
Limited 6 September 2006, British Virgin Islands of USD1
limited liahility company
AIEEREERAR RBRARS REABRLHS 50,000 & 1E T 100%
ZEERENAKRA RERR AR
AREAAR
Texhong Industrial Park British Virgin Islands, Investment holding in 1 ordinary share of 100%
Holding Limited 11 November 2010, British Virgin Islands usbl
limited liability company
A TEEERERAR EERAES REBRLHS 1RER1IET 100%
“Z-TE-At—H REER EBR
AREAAT
TVN Investment Limited British Virgin Islands, Investment holding in 1 ordinary share of 100%
14 February 2011, British Virgin Islands uSb1
limited liability company
TVN Investment Limited ERRLES REBRIAS LRER 100%
“Z——FZRTlmA RERR IETERR
AREAAT
Indirectly held:
MERs:
Texhong Textile (Taizhou) Tai Zhou, Mainland China, Manufacturing and sales USD193,750 100%
Co., Ltd. 20 October 1997, of yams and grey
limited liahility company fabrics in Mainland
China
RIG&EMNBRAF mEZRN RAEAESERHE 193,750% 7T 100%
—MWNETAZTE YERER
BREAAT
Texhong Textile (Suining) Xuzhou, Mainland China, Manufacturing and sales USD187,500 100%
Co., Ltd. 26 June 1998, of yarns, grey fabrics,
limited liability company dyed cloth and dress in
Mainland China
AIGE (EE)BRAT HEIRIM RPBAERERHE 187500% 7T 100%
—NANERAZTRE g B ARRE
BREALE
Taizhou Texhong Weaving Taizhou, Mainland China, Manufacturing and sales USsD2,625,000 100%
Co., Ltd. 15 January 2000, of industrial-use textile
limited liability company products and top-grade
blended-spinning in
Mainland China
FMNRIBERRAR BT RPEREEERHE 2,625,000 100%
e S il IXRGEmRBRE
BREERT e
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ﬁ For the year ended 31 December 2011 (All amounts in RMB)
S BE_Z——F+_A=1+—BIL5E (FrESBUARKEHE)
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9 36. PARTICULARS OF SUBSIDIARIES 36. MEARER @)
g (Continued)
-
9' Place and date of Particulars of
I incorporation and Principal activities issued share capital
g form of legal entity and place of or paid-in capital
o Name EMELEERBHR operations BRITRFIHAN Interest
5 8 HEERER TEXBREEHE Bz 1B
o
E Zhejiang Texhong Textile Jinhua, Mainland China, Manufacturing and sales USD6,350,000 100%
:E' Co., Ltd. 18 May 2000, of industrial -use textile
m limited liability company products, top-grade
o grey fabrics and
E hlended-spinning in
> Mainland China
S FIXRIGEERAR hESE RERABBERAEET 635000057 100%
> “2EEFEATR £RGER  BRET
g BREAAH RRY &
-
E' Jiangsu Century Texhong Xuzhou, Mainland China, Manufacturing and sales USD10,200,000 100%
m Textile Co., Ltd. 6 June 2000, of yarns, grey fabrics,
E limited liability company dyed cloth and dress;
E' processing of cotton in
(7] Mainland China
Lt AR HBERAR G KA EARESE RIS 10,200,0003 7T 100%
“ZTRERARE W& k2R
AREMAR TR% : fR7EMT
Taizhou Century Texhong Taizhou, Mainland China, Manufacturing and sales USD13,000,000 100%
Textile Co., Ltd. 23 April 2002, of industrial-use textile
limited liability company products and top-grade
hlended-spinning in
Mainland China
FMtERIGEBERAA HEIRM R B RS RS 13,000,000 7% 100%
T -FMACt=H RIESERE RN
BRELAR EDE
Nantong Century Texhong Nantong, Mainland China, Manufacturing and sales USD3,850,000 100%
= Textile Co., Ltd. 7 June 2002, of yams, grey fabrics
= limited liability company and dyed fabrics in
o Mainland China
¢ HEEERIHRBRAR hElER RPERBERERHE 3,850,000% 7T 100%
0 “BT-F/ALR vl FRRR
e AREAAH
@
§ Xuzhou Century Texhong Xuzhou, Mainland China, Manufacturing and sales USD625,000 100%
T Textile Co., Ltd. 13 January 2003, of top-grade yarns and
% limited liability company cloth spinning in
=! Mainland China
© BTG HERAT REHRA WP EAERERHE 625,000 57T 100%
E “EE=£-A1Z=A BRYBRARYSE
a5 BREMAT
B
o
at
=il
P>
a|



For the year ended 31 December 2011 (All amounts in RMB) ﬁ
BE-ZT——F+-A=+—ALFE FESEUAARBIE) &
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36. PARTICULARS OF SUBSIDIARIES 36. fERATER #) 9
(Continued) c";',
-
Place and date of Particulars of 9'
incorporation and Principal activities issued share capital I
form of legal entity and place of or paid-in capital :_';
Name EME L EHR AR operations BRITRAIHAN Interest o)
£ HEERER FTEERREELY Az iR 5
(]
Xuzhou Texhong Yinfeng Xuzhou, Mainland China, Manufacturing and sales USD4,200,000 100% E
Textile Co., Ltd. 12 May 2004, of yams, grey fabrics, J_>|
limited liahility company cloth and dyed fabrics m
in Mainland China o
BRI REGBERAR HERM RAEAEREREE 4,200,000% 7T 100% E
“EENERATZA Wi A mERR >
BREMAT CZ’
>
Nantong Texhong Yinhai Nantong, Mainland China, Manufacturing and sales USD3,500,000 100% -
Industrial Co., Ltd. 20 May 2004, of garment, textile ‘_’|’
limited liahility company knitting products and 3_"
yarns in Mainland m
China E
HRRIEBEEERAR mElER RAEARSE RIS 3,500,000 T 100% 5
“TIRFRAZTA KK SR EGEER "
BREAAR R
Xuzhou Texhong Times Xuzhou, Mainland China, Manufacturing and sales USD18,000,000 100%
Textile Co., Ltd. 29 December 2004, of top-grade yarns,
limited liahility company thread, grey fabrics,
textile knitting products,
and garments in
Mainland China
ENRIRRSBARAR HER N RAEIREREREE 18,000,003 100%
ZEERFTZA=TNA aRYE -5 %k
AREALT DEEGEEMRKK
Texhong (China) Investment Shanghai, Mainland China, Investment holding and UsD30,000,000 100%
Co., Ltd. 21 June 2005, trading of textile
limited liability company products in Mainland
China
R (REDREBRAA HE L RABR AR EIARE 30,000,000 100%
ZZRRF AR BEMAER
BREALE >
2
Xuzhou Texhong Yinlian Xuzhou, Mainland China, Manufacturing top-grade USD12,500,000 100% S
Textile Co., Ltd. 30 March 2006, yarns, thread, grey ;
limited liahility company fabrics, dresses, in m
Mainland China %
BRI BB EERAT HETI RAEAESERR 12,500,000% 7T 100% S
“EEAEZASTA i 5 THREE S
BREFAH -
I
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ﬁ For the year ended 31 December 2011 (All amounts in RMB)
& BHE-T——F+-A=1+—BLLFE (FTAESBEUAREIE)
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9 36. PARTICULARS OF SUBSIDIARIES 36. MEARER @)
g (Continued)
-
9' Place and date of Particulars of
I incorporation and Principal activities issued share capital
g form of legal entity and place of or paid-in capital
o Name EMELEERBHR operations BRITRFIHAN Interest
5 8 HEERER TEXBREEHE Bz 1B
o
E Taizhou Texhong Yintai Taizhou, Mainland China, Manufacturing top-grade USD6,500,000 100%
:E' Textile Co., Ltd. 26 May 2006, garment and special
m limited liability company textile for construction
2 in Mainland China
> FMRLBRHBERAR ERM R ERERER MK 6,500,000 100%
> ZERRERACTAR RERSBmARNEE
3 BRAEAT
>
- Sunray Macao Commercial Macao, Trading in Macao MOP$100,000 100%
‘f| Offshore Limited 19 December 2005,
2 limited liability company
m HERMREEEREERLE  BM REMES 100,000 2F9% 100%
= —22RE+-AAR
5 ARELAF
(2]
Texhong Textile (Hong Kong) Hong Kong, Investment holding in 10,000 ordinary share of 100%
Limited. 11 May 2006, Hong Kong HKD1
limited liability company
A& (EE)BRAT &R REBETREER 10,0008 1T 100%
ZETRERAT-A LR
AREMEAT
Changzhou Texhong Textile Changzhou, Mainland China Manufacturing and sales RMB32,145,000 100%
Co., Ltd. 1 January 1979, of textile, decoration
limited liability company and garment in
Mainland China
ENRAGHEBRAR HEE M RAEARSE RIS AR 32,145,000 100%
—hthE-R-H PR fm R
AREAAH
@
= Sunray Trading (Hong Kong) Hong Kong, Trading, investment and 10,000 ordinary shares 100%
o Limited 16 February 2005, corporate services in of HKD1
3 limited liability company Hong Kong
X HHE5(E5) ARAA B% WEBEES RER 10000 BERUAT 100%
= —TERE- AR RECERE Ll
o} AREAAR
8
S Texhong Renze Textile Vietnam, Manufacturing of yam in USD30,000,000 100%
% Joint Stock Company 24 October 2006, Vietnam
=! (formerly known as Texhong limited liability company
o (Vietnam) Textile Limited)
é RMICRGERAERAR il REBREYR 30,000,000% 7 100%
s (RTRRAL () B ZEENETAZTRA
= ARAR) AREMLAT
at
=il
P>
a|



For the year ended 31 December 2011 (All amounts in RMB) ﬁ
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36. PARTICULARS OF SUBSIDIARIES 36. MBAREHR #) S
(Continued) c";',
-
Place and date of Particulars of 9'
incorporation and Principal activities issued share capital I
form of legal entity and place of or paid-in capital :_';
Name EME L EHR AR operations BRITRAIHAN Interest o)
8 HEEERER TEXBREELY Bz iR 5
(]
Texhong Textile Nantong Ltd. British Virgin Islands, Investment holding in USD50,000 100% E
14 March 2007, British Virgin Islands J_>|
limited liahility company m
RO GREEERAT ABRLES NEBRLES 50,000%7T 100% o
“FTLEZATRA RN =
AREAAR >
&
Texhong Textile Nantong Hong Kong, Investment holding in 100 ordinary shares of 100% >
Investment Limited 6 November 2007, Hong Kong HKD1 r
limited liability company ‘_’|’
RIGBERRAERAR 3 REBETRELR 100RERLET 100% >
It R RN LR m
ARELAR E
4
Texhong Textile (Hong Kong) Hong Kong, Investment holding in 100 ordinary shares of 100% c_n|
Holdings Limited 24 October 2007, Hong Kong HKD1
limited liability company
RIGE(ER) ERAR A &k REBETREER 100BEHR1ET 100%
“ERLETAZTEA LR
AREALT
TVN (Hong Kong) Limited Hong Kong, Investment holding in 100 ordinary shares of 100%
4 December 2007, Hong Kong HKD1
limited liability company
TVN (Hong Kong) Limited A REBETRARR 100 SR LET 100%
ZZRtETZAMA R
AREALE
Shanghai Texhong Trading Shanghai, Mainland China, Trading of textile products ~ USD500,000 100%
Co., Ltd. 11 August 2008, in Mainland China
limited liability company
FRRIESERAR mELEE EPEREETHRRES  500000%TT 100%
ZENENAT-A
BREERRA >
=
Shanghai Hongrun Textile Shanghai, Mainland China, Trading of textile products ~ RMB5,000,000 100% S
Co.,Ltd. 7 January 2009, in Mainland China -
e P
limited liahility company m
LBIEEHERAR e L EREREETHSNES  ARES5000,0007 100% o
“EENE-AtA .
GG o
BREMLAR 2
I
A
|
|
.FH
.FH
#

=
~
iy



ETHEESEYHTEY aILINITINOYD ITLXIL ONOHXIL

[
N
N

ﬁ For the year ended 31 December 2011 (All amounts in RMB)
& BHE-T——F+-A=1+—BLLFE (FrIE2EAARKE)
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9 36. PARTICULARS OF SUBSIDIARIES 36. MEARER @)
F,“, (Continued)
-
9' Place and date of Particulars of
I incorporation and Principal activities issued share capital
:_") form of legal entity and place of or paid-in capital
o Name EMELEERBHR operations BRITRFIHAN Interest
5 8 HEERER TEXBREEHE Bz {353
o
E Plus 39 International Limited British Virgin Islands, Investment holding in 50,000 ordinary shares 51%
:E' 5 August 2010, British Virgin Islands of USD1
m limited liability company
-|U1 Plus 39 International Limited KBRUHE REBEREBIET 50,000 R 1% 519
> —Z-Z£)\ALH REAER LETERR
> AREAAR
&
> Texhong Industrial Park British Virgin Islands, Investment holding in 1 ordinary share of USD1 ~ 100%
r (Phuoc Dong) Investment 16 November 2010, British Virgin Islands
Z" Limited limited liability company
> Texhong Industrial Park EBRUBE REBRABBET 1RER 100%
m (Phuoc Dong) Investment “T-ZE+-A1KH RaER LETEER
= Limited EREfAA
<
(7') Texhong Industrial Park British Virgin Islands, Investment holding in 1 ordinary share of USD1 ~ 100%
(Phu Thuan) Investment 16 November 2010, British Virgin Islands
Limited limited liability company
Texhong Industrial Park KBRAES REBRLHB#NT 1BER 100%
(Phu Thuan) Investment ZZ-TF+-A+5H RAER IETERR
Limited AREEAT
Texhong Yinlong Textile Limited ~ Vietnam, Manufacturing of yarn in USD70,000,000 100%
5 May 2011, Vietnam
limited liability company
AIBEGHARAA il RBBSEED S 70,000,0003 7 100%
—T——5nATH
AREMEAT
Texhong Industrial Park Hong Kong, Investment holding in 100 ordinary shares of 100%
Investment Limited 5 January 2011, Hong Kong HKD1
limited liability company
A IERREERAH &E REBRERR 1005k 100%
“Z-——%—H1HA IATERR
ARRERF



For the year ended 31 December 2011

(All amounts in RMB)

BE—ZT——F+-_A=+—HLFE FHELEUARKE)

36. 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
2011 (2010: 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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