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TEXHONG TEXTILE GROUP LIMITED

INTERIM REPORT 2008

CONDENSED CONSOLIDATED BALANCE SHEET

BAReEERER

ASSETS
Non-current assets
Land use rights
Property, plant and
equipment
Investment in
an associate
Deferred income
tax assets

Current assets

Inventories

Trade and bills
receivables

Prepayments, deposits
and other receivables

Pledged bank deposits

Cash and cash
equivalents

Current liabilities

Trade and bills payables

Accruals and other
payables

Current income
tax liabilities

Borrowings

Derivative financial
liabilities

Dividend payable

Net current assets

Total assets less
current liabilities
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RBEERE
BEERRBDEE

Unaudited
RSB
As at

2008

30 June
RZBENE
AH=T1H
RMB’000
ARETT

89,641
1,453,581
50,056
1,446

1,594,724

672,898
542,362

92,931
54,681

209,804

1,572,676

536,142
267,656

10,775
246,632

14,560
58,281

1,134,046

438,630

2,033,354

Audited

KEZ

As at

2007

31 December
RZZTT+LEF
+=A=+—~H
RMB’000
AREFT

104,622
1,187,543
43,799
3,607

1,339,571

651,899
364,832

78,440
10,773

199,615

1,305,559

467,502
155,637

7,325
225,253

855,717

449,842

1,789,413



CONDENSED CONSOLIDATED BALANCE SHEET

BRAmE BERER

Non-current liabilities
Borrowings

Deferred income
tax liabilities

Net assets

EQUITY
Capital and reserves
attributable to
the Company’s
equity holders
Share capital
Reserves

Total equity

The accompanying notes form an integral part of

FRBRE
(5

BRFREHAR

BERE
R

AATREFEA
R IR AR R

AR
G

BRERAE

these condensed interim financial statements.

Unaudited
RISEX
As at

2008

30 June
R-BENE
AA=1H

Note RMB’000
Lif3 ARMFT

9 931,363

10,717

942,080

1,091,274

11 94,064
997,210

1,091,274

RIH B REERAF
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Audited

K&

As at

2007

31 December
RZTTLF
+=—A=+—-AH
RMB’000
AREFT

702,584

11,078
713,662

1,075,751

93,990
981,761

1,075,751
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TEXHONG TEXTILE GROUP LIMITED

INTERIM REPORT 2008

CONDENSED CONSOLIDATED INCOME STATEMENT
BEfR A B R

Sales
Cost of sales

Gross profit

Selling and
distribution costs

General and
administrative
expenses

Other income

Other gains/(losses) — net

Operating profit

Finance income
Finance costs

Finance income/(costs)

—net
Share of loss of
an associate

Profit before income tax

Income tax expense

Profit for the period,

attributable to equity
holders of the Company

Earnings per share for
profit attributable
to the Company’s
equity holders during
the period (expressed
in RMB per share)

— Basic
— Diluted

Dividends

cE
SHEMRAR

EF
PHE R X

—RRBRATERX

HAh A
Hibdas,/ (E518)
—FE

mEER

BTBWA
is& M

BRSO, (B )
— 38R
DR E N REE

R AT Bt AT
PSR

HNARERE
TNyl

HRAEQTRE
A ARLER
ZBREF
(ABRARYE
RR)

— &K
—#E

g

Note
Htat

13
14

14

14

13

13

15

16

17
17

18

The accompanying notes form an integral part of
these condensed interim financial statements.

6

Unaudited
RIBER

Six months ended 30 June

BEAA=THLEAEA

2008

—gR\E

RMB’000

ARHFT

1,824,086
(1,600,077)

224,009
(43,984)
(89,847)
43,921
456
134,555
36,685
(35,066)
1,619
(1,483)

134,691
(16,521)

118,170

0.134
0.134

2007
T+ F
RMB’000
AR¥For

1,440,209
(1,241,496)

198,713
(34,894)
(65,379)
11,944
(2,864)
107,520
10,368
(23,061)

(12,693)

94,827
(14,905)

79,922

0.092
0.091

P SE A L RS B R AR TS SR A — BB 4D ©



RIH B REERAF
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN

EQUITY
R e EREHR
Share
capital
BRA
Note RMB’000
Wi AREFT
Balance at RIBENE
1 January 2008 —R—AME&Es 93,990
Profit for the period S eyl -
Dividend relating to 2007 ~ BE-TTLFZRE =
Issue of shares upon TEBRER BTG
exercise of share options 11 74
Transfer from revaluation ~ BREGFEEERE
reserve to retained REBEH
earnings
—gross — % =
— deferred income tax —EEFEH =
Currency translation ERER
differences -
Balance at R-BENE
30 June 2008 ANAZT BN 94,064
Balance at R-EE+E
1 January 2007 —R—BH&H 92,842
Profit for the period HAR A =
Dividend relating to 2006 BB -TT A EZKE =
Transfer from revaluation ~ BREGFEEERE
reserve to retained REBEH
earnings
—gross — % =
— deferred income tax —EEFEH =
Balance at R-BELE
30 June 2007 NE=THMES 92,842

Unaudited
RREY
Other  Retained
reserves  earnings Total
Hvfds  REARA @t
RMB000  RMB'000  RMB’000
ANBETFT AREFT AREFT
488,559 493202 1,075,751
- 118,170 118,170
- (62,073) (62,073)
437 - 511
(1,328) 1,328 -
361 (361) -
(41,085) - (41,085)
446,944 550,266 1,091,274
446,991 321,816 861,649
- 79,922 79,922
- (34,256) (34,256)
(1,093) 1,093 -
264 (264) -
446,162 368,311 907,315

The accompanying notes form an integral part of  Hiat &t BRA BRI SRR A — 3515 ©

these condensed interim financial statements.
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TEXHONG TEXTILE GROUP LIMITED

INTERIM REPORT 2008

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

BRGEAERERER

Cash flows from operating

activities

Cash flows from investing

activities
—investment in
an associate

— purchases of property,
plant and equipment

— purchases of land
use rights

— proceeds from disposal of

property, plant
and equipment

— proceeds from disposal

of land use rights

Net cash used in investing

activities

Cash flows from financing

activities

— proceeds from borrowings
— repayments of borrowings
— (increase)/decrease in
pledged bank deposits
— proceeds from issuance

of shares

Net cash generated from

financing activities

Net increase/(decrease)

in cash and
cash equivalents

Cash and cash equivalents

at 1 January

Cash and cash equivalents

at 30 June

REKE TR
HEng

RERETBHH
RERE
—REERAIRE

—-BEYE  BE
&
— BB E (b A

—HEYME  BE
KRBTSR

—HEL AR
PISRRIA
REZBIHE
RERH

~ R

—BERBAER
(), W

— TR FE R

MEZBAE
RERH

RERBESEEY
20, () B8

The accompanying notes form an integral part of
these condensed interim financial statements.
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Unaudited
RIBERX

Six months ended 30 June

BEAA=THIEANER

2008
—EEN\E
RMB’000
AR¥FT

3,985

(7,740)
(232,303)

1,089
12,255

(226,699)

470,586
(194,286)

(43,908)
511

232,903

10,189

199,615

209,804

2007
N
RMB’000
ARETT

14,760

(223,465)
(7,025)

2,115

(228,375)

427,036
(270,465)

855

157,426

(56,189)

139,887

83,698

B 5t Ao R A R M — 215 o



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

The condensed consolidated interim financial
information was approved for issue by the
Board on 6 September 2008.

This condensed consolidated financial
information for the six months ended 30
June 2008 has been prepared in accordance
with Hong Kong Accounting Standard 34,
‘Interim financial reporting’. The condensed
consolidated financial information should
be read in conjunction with the annual
financial statements for the year ended 31
December 2007, which have been prepared
in accordance with Hong Kong Financial
Reporting Standards.

Except as described below, the accounting
policies adopted are consistent with those of
the annual financial statements for the year
ended 31 December 2007, as described in
those annual financial statements.

Taxes on income in the interim periods are
accrued using the tax rate that would be
applicable to expected total annual earnings.

RIH B REERAF
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION
ERRAR A IS E R
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TEXHONG TEXTILE GROUP LIMITED
INTERIM REPORT 2008

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION

GEE

10

Pir e M E RN

The following new standards, amendments to

standards or interpretations are mandatory for
the first time for the financial year beginning 1
January 2008 but are not currently relevant for
the Group.

. HK(IFRIC) —Int 11, ‘HKFRS 2 — Group
and treasury share transactions’

. HK(IFRIC) —Int 12, ‘Service concession
arrangements’

. HK(FRIC)-Int 14, ‘HKAS 19 -
the limit on a defined benefit asset,
minimum funding requirements and their
interaction’

The following new standards, amendments
to standards and interpretations have been
issued but are not effective for the financial
year beginning 1 January 2008 and have not
been early adopted:

. HKFRS 8, ‘Operating segments’,
effective for annual periods beginning
on or after 1 January 2009. HKFRS 8
replaces HKAS 14, ‘Segment reporting’,
and requires a ‘management approach’
under which segment information is
presented on the same basis as that
used for internal reporting purposes.
Management is assessing the impact
of the new requirements and it is not
expected to have a material impact on
the Group’s financial statements as the
present operating segments have been
identified on the basis of internal reports
reviewed by the decision maker.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION
AT ERM

188

HKAS 23 (amendment), ‘Borrowing
costs’, effective for annual periods
beginning on or after 1 January 2009.
It is not expected to have a material
impact on the Group’s accounts as the
Group has already chosen the allowed
alternative treatment to capitalise
borrowing cost attributable to qualifying
assets under the original HKAS 23.

HKFRS 2 (amendment) ‘Share-based
payment’, effective for annual periods
beginning on or after 1 January 2009.
Management is assessing the impact
and it is not expected to have a material
impact to the Group.

HKFRS 3 (amendment), ‘Business
combinations’ and consequential
amendments to HKAS 27, ‘Consolidated
and separate financial statements’,
HKAS 28, ‘Investments in associates’
and HKAS 31, ‘Interests in joint
ventures’, effective prospectively to
business combinations for which the
acquisition date is on or after the
beginning of the first annual reporting
period beginning on or after 1 July 2009.
Management is assessing the impact
of the new requirements regarding
acquisition accounting, consolidation
and associates on the Group. The Group
does not have any joint ventures.
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TEXHONG TEXTILE GROUP LIMITED
INTERIM REPORT 2008

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION
ERAER & MG &R 5

12

HKAS 1 (amendment), ‘Presentation of
financial statements’, effective for annual
periods beginning on or after 1 January
2009. Management is in the process of
assessing the impact under the revised
disclosure requirements of this standard.

HKAS 32 (amendment), ‘Financial
instruments: presentation’, and
consequential amendments to HKAS 1,
‘Presentation of financial statements’,
effective for annual periods beginning
on or after 1 January 2009. This is not
relevant to the Group.

HK(IFRIC) — Int 13, ‘Customer loyalty
programmes’, effective for annual
periods beginning on or after 1 July
2008. This standard does not have
any impact on the Group’s financial
statements.

IFRS 1 and IAS 27 (amendment) ‘Cost
of an investment in a subsidiary, jointly
controlled entity or associate’, and
consequential amendments to IAS
18 ‘Revenue’, IAS 21 ‘The Effects of
Changes in Foreign Exchange Rates’
and IAS 36 ‘Impairment of Assets’,
effective for annual periods beginning
on or after 1 January 2009. This
amendment is not relevant to the Group,
as the Group is not a first-time adopter
of IFRS.
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Six months ended
30 June 2008

Opening net book amount
as at 1 January 2008

Disposals

Amortisation

Exchange difference

Closing net book amount
as at 30 June 2008

Six months ended
30 June 2007

Opening net book amount
as at 1 January 2007

Additions

Amortisation

Closing net book amount
as at 30 June 2007

BE-EEN\F
ARA=Z+HLEAEA

RZTENF—A—H
2 HAERE S E
HeE

o3

[ 5 =5

R=BZENFARA=+H
Z AR AREFE

BE-EELF
ARA=Z+HLEAEA

R-_ZFE+F—HF—H
Z BB EHE
NE

R-BFLFAA=+A
Z B AR AREFE

RGHHEBARAT
—TT\FR RS

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION
ERRAR & IS E R

RMB’000
N

104,622
(12,255)
(843)
(1,883)

89,641

70,519
7,025
(491)

77,053

13



TEXHONG TEXTILE GROUP LIMITED
INTERIM REPORT 2008

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION

GEE
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Pir e WIS E R

Six months ended
30 June 2008

Opening net book amount
as at 1 January 208

Additions

Disposals

Depreciation

Exchange difference

Closing net book amount
as at 30 June 2008

Six months ended
30 June 2007

Opening net book amount
as at 1 January 2007

Additions

Disposals

Depreciation

Closing net book amount
as at 30 June 2007

BE-EEN\F
ARA=Z+HLEAEA

R=ZTN\F—H—H
Z BAVIRRTEN R E
NE

HE

e

ME N Z5E

R-BENFXA=1H
ZHRAREFE

BE-ZZtHF
ANRA=TRHIEXNER

R-ZEZT+F—A—H
Z HAYAREDFE
NE

L&

e

R-BZELFAA=TA
Z AR ARE R E

RMB’000
N

1,187,543

342,768
(1,625)
(45,762)
(29,343)

1,453,581

824,057

241,680
(2,402)

(35,333)

1,028,002



R AR EERAF
—ERT) N\FRHHRE

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION
ERRAR & IS E R

30 June 31 December
2008 2007
R-BENE RZTTLF
ANA=tH +=ZA=+—H

RMB’000 RMB’000
AR¥Fr AREFr
Trade receivables el B F3IE 138,471 132,019
Bills receivable RN RBFIR 406,217 237,431
544,688 369,450
Less: Provision for impairment & : fEU KB
of receivables BB (2,326) (4,618)
542,362 364,832
The fair value of trade and bills receivables FEWE 5 R IR FRIE A A (B 6
approximates their carrying amount. HEREERE
The credit terms granted by the Group to AEBETEREFHEESR— ﬂx
its customers are generally within 90 days. RIOAA o EE F REERRT
The ageing analysis of the trade and bills BIBRER DA
receivables was as follows:
30 June 31 December
2008 2007

R=BBN\F REZFTLF
RA=tH +ZA=+—H

RMB’000 RMB’000

AR¥FT AEBTFT

0 to 30 days 0B Z=E30H 322,187 287,068
31 to 90 days 31HZ90H 175,247 38,459
91 to 180 days 91H£180H 41,360 32,277
181 days to 1 year 181HE1F 2,632 2,401
Over 1 year 16 A E 3,262 9,245
544,688 369,450

15



TEXHONG TEXTILE GROUP LIMITED
INTERIM REPORT 2008

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION
ERA%R & MG & R 5

30 June 31 December
2008 2007
—EEN\F —ETLF
ANA=1+H +—-A=+—~H
RMB’000 RMB’000
ARETFT AREFT

Deposits for purchases of BEEEMR
raw materials ZiEE 51,994 63,036
Staff advances BT ER 740 2,584
Other receivables H b pe UL R R 1,834 2,689
Value-added tax recoverable FEIR 2 1BER 1,613 5,160
Prepayments BRI FIB 15,305 1,703
Deposits e 2,989 3,268
Grants receivable FEME BN 18,456 -
92,931 78,440
30 June 31 December
2008 2007
R-ZBENE RITTLF
~NA=1TH +=A=+—H
RMB’000 RMB’000
ARETFT AREFT
Trade payables BT E S30E 101,975 152,662
Bills payable iRES S/ 434,167 314,840
536,142 467,502

16



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION

BE:

Pz e MBS E R

The ageing analysis of the trade and bills

payables was as follows:

0 to 90 days

91 to 180 days
181 days to 1 year
Over 1 year

Accrued wages and salaries

Interest payable

Other accrual of expenses

Deposits from customers

Other deposits

Tax payables other than
enterprise income tax

Other payables

Payables for purchase of
property, plant and
equipment

0HZ90H
91HZ=180H
181B 214
1A E

et T & N
%Hﬂ%
H At T FSZ
BEFRE
Hitbize
FEAHIE (3%
FRSTERRSM)
HAt AT ER K
BEDE  BE
G

JE SRR R

RIHHREERAE
—ERT)N\FRHHRE

ERE 5 REBERFRIEHRER 27
JulNE
30 June 31 December
2008 2007
R=ZZENE RZTZLF
~A=1TH +=-—A=+—~H
RMB’000 RMB’000
ARETFT AREFT
137,073 272,557
287,843 187,261
110,016 3,671
1,210 4,013
536,142 467,502
30 June 31 December
2008 2007
—BENF —ETLEF
~A=1TH +=-—A=+—~H
RMB’000 RMB’000
ARETFT AREFT
36,024 38,756
19,177 15,184
15,950 21,176
22,526 14,013
19,941 5,185
6,357 1,496
12,404 33,452
135,277 26,375
267,656 155,637
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Current

— unsecured bank borrowings

(Note (c))

— secured bank borrowings
(Note (a))

— other bank borrowings
(Note (b))

Non-current

— unsecured bank borrowings

(Note (c))

— secured bank borrowings
(Note (a))

— other bank borrowings
(Note (b))

— notes payable (Note (d))

Total borrowings

18

30 June
2008
—ETN\F
ANA=+H
RMB’000
AR¥FT
BN
— I IRIRTT
B8 (H i) 111,574
— BIEIRIRIT
BB (Hit(a) 32,058
— HMERTT
- W), 103,000
246,632
JEBNHR
— IR IRERTT
EE(#it(c) 578,184
— BEMIRTT
B8 (Hita) 126,484
— HAbiRTT
BB (Ham)) 55,218
—EREFFIE
(K15t(d)) 171,477
931,363
BERE 1,177,995

As at

i
31 December
2007
—TELF
+=-—A=+—8
RMB’000
AREFT

32,753
31,500
161,000

225,253

486,752

34,000
181,832

702,584

927,837
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION
ERRAR A IS E R

N_EENFENA=1TH BT
ERNFFENT53%ZE7.8%
ZETEF : 6.1%ET.2%) ©

— ==

(a) Bank borrowings of approximately (@) RZZEZEN\FARA=+H"
RMB158,542,000 as at 30 June 2008 (31 AR ’:Bg 158,542,000 7T
December 2007: RMB31,500,000) were :$$t¢+:ﬁ] EWL*
secured by the followings: A : AR%31,500,0007T)

?’Jfﬁfﬂﬁ“MTﬁlJlﬁ B{EE

As at 30 June 2008, bank borrowings bore
interest at rates ranging from 5.3% to 7.8%
per annum (2007: 6.1% to 7.2%).

“ﬁ%
e %

(i) pledge of the Group’s land use (i) AEBR-_ZZNF
rights with a net book amount of NAZTHEERANH L
approximately RMB4,647,000 as at 3 {6 A #E Y BR DR E
30 June 2008 (31 December 2007: # B AR 4,647,000
RMB4,704,000); T(—ETLFE+—

A=1+—H8: AR¥
4,704,0007T)

(i) pledge of the Group’s property, iy XEBRZ-ZZZEN
plant and equipment with a net FRA=ZTHERD
book amount of approximately MmE - BERRKZE
RMB219,588,000 as at 30 MEmMFEOA A
June 2008 (31 December 2007: R ¥ 219,588,000 T
RMB46,007,000); (ZZEZT+F+-A

=t+t—H: AR%
46,007,0007T)

(i) pledge of the Group’s cash and iy AEER-_ZTNEF
cash equivalents with amount of NAZTHIKENR
approximately RMB23,201,000 as ERBEEFEMHOR
at 30 June 2008 (31 December /\E@ﬁ% 201,000 7T
2007: Nil). e

=+—R8:F)-

(b) Other bank borrowings were secured (b) EARITEEUNETHEBAR
by cross corporate guarantees provided AR HARZ XA RER(R
by certain subsidiaries totalling of —EENFERNA=ZTHLR
RMB158,218,000 as at 30 June 2008 (31 %A AR 1158,218,0007T
December 2007: RMB195,000,000). —ETEFF A=+

H : A R % 195,000,000
TU))VESEAR -

(c) In addition, Mr. Hong Tianzhu, chairman (c) BLoh - Lkﬁﬁjiﬁﬁiﬂﬁ
and executive director of the Company, = $5§¥9§?ﬂ5’6 i E 7¥<
has undertaken to maintain at least 30% MRIEGRHNR-ZZ )\¢
equity interest in the Company unless NA=T a ﬂ’é‘ BHEARE
otherwise agreed by the relevant bank in 50,218,000 7T &) £ 3K 18 JE
respect of the provision of the unsecured BERITIRE (T T LE
non-current bank borrowings totalling +ZRA=+—H: AR%
RMB50,218,000 as at 30 June 2008 (31 60,199,0007T ) #0745 B8 417
December 2007: RMB60,199,000). H B BAIRDBRR/AA

A RIBAERE0% ©
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(d) Notes payable represents US$25 milliion (d ERNEHFKRBEER-Z
guaranteed notes, maturing in 2012. The — 4 2| 29 49 25,000,000
notes payable bears interest at 6.8% as ETH f‘ﬁ%mﬁ% o ERTE
at 30 June 2008 (31 December 2007: FRER_ZTZTNFEARA
6.8%) and at floating rate with reference =+RHZHMETIZ6.8%
to Deutsche Bank Municipal Forward HFE(ZEEEF+=A
Rate Bias Index till maturity. =+—H:68%) &=

HERZAE - H2ERE
umﬁﬁm%lmﬁ@%
Lgﬁﬂr FE?E%(E’]/¥,_

TR e
30 June 31 December
2008 2007
—EENF —TELF
~A=+H +=—R=+—H
RMB’000 RMB’000
AR®Fr AREFr
Floating to fixed cross SFENE[E 2 FIR
currency swap K E s 14,560 =
Six months ended 30 June
BEXA=1THLXEA
2008 2007
—EENF ZTTEF
RMB’000 RMB’000
ANRETFTT AREFT
Beginning of the period | = =
Fair value loss (Note 13) NEEBEAF13) 14,560 =
End of the period AR 14,560 =
The notional principal amount of the floating RZBZENFRA=TH " F
to fixed cross currency swap at 30 June 2008 ilE;EZﬂ;i&fTbﬁﬁ,ﬁﬁﬁ’l%i
was US$16,800,000. 7% % 416,800,0003 T ©
As at 30 June 2008, the fixed interest rate was RZTTZN\FRA=+H - .XE
3.98%. The main floating rate was LIBOR. FE53.98%  FEMEB)FIE
/ALIBOR °
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Ordinary shares of

HK$0.1 each
EREE1IBTHLER
Number
of shares
RHEE
000 HK$'000
FAE FET
Authorised: JERE -
At 31 December 2007 RZTTLF
and 30 June 2008 +=A=+—H
k=TT N\F
~NA=+H 4,000,000 400,000
Issued and fully paid: BETRHE -
At 31 December 2007 R-ZBZLE
+=B=+-—H 883,855 88,386
Issue of shares upon exercise  {T{PRERR IS
of share options BEITRG 826 83
At 30 June 2008 R-ZBENE
~A=1TH 884,681 88,469
(i) Pre-IPO Share Option Scheme (i) BRAMBEABRETE
On 21 November 2004, the Company RZZTOFE+—A=+—
granted 4,342,000 options to certain = IEIPN/N Tﬁﬁ%%/ﬁ?’&ﬁ
senior management of the Group under BEABERESEME
a Pre-IPO Share Option Scheme to FAEERRERERE L
subscribe for shares in the Company at 4,342,00017 fE B 4 - LAIR
HK$0.69 per share, exercisable over the leO 698 T 2 B REA
period from 9 June 2005 to 8 June 2008. NRIZK D - E ﬁ%ﬂx%—f
The Group has no legal or constructive )5/\77 THENANER
obligation to repurchase or settle the ZZENFEXANB ,Hﬂlaﬁ 17
options in cash. o REBIWEEERNER
BEAENRSERISEEER

-
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Bir e T ERMI T

() Pre-IPO Share Option Scheme () BEXRAHENBREST
(Continued) (&)
The fair value of options determined min R R EER
using the Black-Scholes valuation ABENERERTER

model was RMB433,000. The significant
inputs into the model were share price
of HK$0.69 per share at the grant date,
exercise price shown above, standard
deviation of expected share price returns
of 30%, expected life of options of 0.5
years, expected dividend paid out rate
of zero and annual risk-free interest rate
of 2.88%. The volatility measured at the
standard deviation of expected share
price returns is based on expected share
prices over the year after the Group’s
initial public offering.

Movements in the number of share
options outstanding and their related
weighted average exercise prices are as
follows:

AR#433,0007T ° ZIEE
MEZE2H A RRER
BB & H%0.69/8 7T « Lat1T
B - BHREDHRRLE
Z30% - T8 2 BB AR i A AR
055 - BHIRBEHEE
R GEERBFE2.88% °
8 5 B (B [ 343 2E 22 /OO
EPEE & N/NCIN= NN
ERFANFAEHRESN

o
=L &
Al °

BARITEERESE RE
EEMEFSITEENE
T :

Six months ended 30 June
BZEAA=THLAEA

2008 2007
“E2TN\% “EBtE

Average Average

exercise price exercise price
in HK dollar Options in HK dollar Options
pershare  (thousands) per share (thousands)
THTRE RRE 1B FRE
(BRET) (F4) (BRET) (F1)
Beginning of period  £i%] 0.69 3,142 0.69 4,342
Exercised Bift 0.69 (826) = =
Expired 35 0.69 (2,316) = =
End of period HR - - 0.69 4,342



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION
Pz e MBS E R

BE:

g

(i)

Post-IPO 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 options 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; (iii) the
nominal value of a 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. As at 30
June 2008, no options has been granted
or outstanding under the Share Option
Scheme (31 December 2007: Nil).

(if)

RIH B REERAF
—ERT)\FRHHRE

BRAMREAERENS
BIEAARR-_ZTNE
+—A-+—HBABZIE
REBR  ARARITERER
i —TE B SR AT B ([ B AR AE
FED  REE—Z-mE
+—ALT+FHEBNES
o IRIEFEEARIERTE AR
AIEE A2 EDIB MM E
8 BE - BRsREEE
BB - AASEREN
7 BREAEMREIT SRR
EAKERE  RERAEE
@ﬁ& B AR DB AE -
REBARATRD - HEESE
m&mm ST () )iA%s
HEHREBZAEAR
BRATYIHE RS W HIE
H()VRBEEELZ4H
AR5 BB RER
HBRETF H R F U
8 ¢ (i) PRI EE - 1
BIHBERNEREMRE L
BRI o TERERR
T8 AN B RR A
EREETuE e RV
EREEFITEEREET
RS A TRITARRDEL
BRI B BBAD AR
BITIRAMB0% - R-Z T
NEXNA=1E - HEER
TR IR P AR AE ST B3 sk
KIFE(ZZEZTLF+=A
=t—R8:8)-
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(i) Sales, other income and other gains/ (i) #EH -HtWARHM
(losses) — net i (E5E) —FHE

Six months ended 30 June
BZEAA=1THILAEA

2008 2007
—ZENE —ETLF
RMB’000 RMB’000
ARETFT AREFr
Sales EHERE
Sales of goods BEmiEE
(net of value-added (‘&
tax) EE) 1,824,086 1,440,209
Other income H A
Subsidy income ARG A 43,157 11,944
Return of income tax EBEBREZ
relating to re-investment  FR{STHIRT 764 =
43,921 11,944
Other gains/(losses) — net  Efbiszs,/ (&i8)
— 35
Derivative financial BRATFERA
liabilities at fair value BaR2iTE
through profit or loss: TRARE :
Fair value loss NEEEE
(Note 10) (#/210) (14,560) -
Net foreign exchange (& 5 e,
gain/(loss) (E518)%F%8 14,650 (4,369)
Others Eith 366 1,505
456 (2,864)
Total revenue it 1,868,463 1,449,289
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(ii) Segmental information

(a)

(b)

Primary reporting — business
segments

As at 30 June 2008, the Group
operated in one business segment —
manufacturing and sale of yarn,
grey fabrics and dyed fabrics.
Accordingly, no analysis of the
business segment information is
presented.

Secondary reporting format —
geographical segments

The Group mainly operates in two
main geographical areas, Mainland
China and Vietnam.

Sales tHES
Mainland China EalEp N
Vietnam o=

Other countries EA R
Inter-segment sales s > EI#E

Sales is allocated based on the
country where the sales is derived.

(iiy »EER
(a) FEREEN—EH
oyl
RZZEZNFRA
=t+B - AEELE
BE—¥EoE -8
EREEYER KW
Eiemi - AL
AN @A 2 5 R
DEBERIDHT ©

(b) REHEHEH —mid
S
AEEBFZEEFRBRK
o I i e 1] b 43K ¢
o

Six months ended 30 June

BEAA=THIEAEAR

2008 2007
—BENF —ETF
RMB’000 RMB’000
AR¥TFor ARMFr
1,735,694 1,436,901
214,090 -
252,822 56,948
2,202,606 1,493,849
(378,520) (53,640)
1,824,086 1,440,209

HEBRIIRBEEHERAZE
Ko Ee -
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(ii) Segmental information (Continued) (i) 2EERE)
(b) Secondary reporting format — (b) KEHREE -t
geographical segments (Continued) ”’* ()

Six months ended 30 June

BEAA=THILEANER

2008 2007
—EEN\E T+ F
RMB’000 RMB’000
AR¥® T AREFT
Segment results DEHEE
Mainland China RlEip N 138,164 118,913
Vietnam i 7,560 (575)
Other countries HEMER (3,949) (5,111)
Unallocated income K& D EULA
less expense WA (7,220) (5,707)
Operating profit el 134,555 107,520
Segment results is allocated based DEEBEDRBEELE RN
on where the operating profits MmO o
arise.
30 June 31 December
2008 2007
R-ZBENE RZZTTLF
~NB=1+H +=-—A=+—H
RMB’000 RMB’000
AR¥ T AREFT
Total assets HmEEE
Mainland China A B K RE 2,206,199 2,082,873
Vietnam g 738,563 459,927
Other countries = giETES 109,550 27,369
Unallocated assets  KR&ENEEE 63,032 31,162
Associated company B4 A A 50,056 43,799
3,167,400 2,645,130
Total assets are allocated based REEBDBBEEMT 2T
on where the assets are located. maEe -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION
ERRAR A IS E R

(ii) Segmental information (Continued) (iiy 2EERE)
(b) Secondary reporting format — (b) XREHREHE -t
geographical segments (Continued) DHE(E)

Six months ended 30 June

BEAA=THILEANER

2008 2007
—EEN\E T+ F
RMB’000 RMB’000
AR¥® T AREFr
Capital expenditure ¥ ZB%
Mainland China =N 111,772 106,447
Vietnam fitlea) 230,996 142,258
342,768 248,705
Capital expenditure is allocated BARZ IR EEMRT 2
based on where the assets are maEe °
located.
Expenses included in cost of sales, selling BREEEKE  HERDHEFAX
and distribution costs and general and AR —MRITERBASZ2TAT
administrative expenses are analysed as
follows:
Six months ended 30 June
BEAA=THLAEA
2008 2007
—EENE ZETLF
RMB’000 RMB’000
AR¥ T AREFT
Cost of inventories FERX 1,304,173 1,035,247
Employment costs EERZA 159,825 130,940
Depreciation and amortisation WE NN 46,605 35,824
Transportation B 34,503 20,232
Utilities N 100,894 85,774
Auditor’s remuneration RN & 1,500 1,500
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Finance costs
Interest on borrowings wholly
repayable within five years
Less: amount capitalised in
property, plant and
equipment

Finance income
Exchange gain on
financing activities
Interest income on short-term
bank deposits

Net finance income/(costs)

Current income tax

Mainland China enterprise
income tax (“EIT”)

Deferred income tax

28

B RS
BERRFREH

BEENEENS

B R
RBRBEAE

T

L N
BEBEE
bEE 34 U s
REHERTTER
MEWA

BB
(FX)F8

BIEAPT1S

LHETPNESTE ST

(MBI
EREFTIS T

Six months ended 30 June

BEAA=THILEANER

2008 2007
—ZEEN\F T+ F
RMB’000 RMB’000
AR¥® T AREFT
(36,629) (23,061)
1,563 -
(35,066) (23,061)
36,001 9,708
684 660
36,685 10,368
1,619 (12,693)

Six months ended 30 June

BEAA=THILAEAR

2008 2007
% “TTLF
RMB’000 RMB’000
ARETT NREFT
14,721 14,428
1,800 477
16,521 14,905
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U]

(i)

Hong Kong profits tax

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 six months
ended 30 June 2008 (For the six months
ended 30 June 2007: Nil).

Mainland China enterprise income tax
The subsidiaries established in Mainland
China are subject to EIT at rates ranging
from 18% to 25% during the period.

Except for Texhong (China) Investment
Co., Ltd., all other subsidiaries of the
Company 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 first profitable year
after offsetting all unexpired tax losses
carried forward from the previous years
in accordance with the relevant tax rules
and regulations applicable to foreign
investment enterprises in Mainland
China.

Texhong (China) Investment Co., Ltd.,
being an investment holding company
incorporated in Mainland China, is
subject to Mainland China enterprise
income tax rate of 18% for the six
months ended 30 June 2008 (For the six
months ended 30 June 2007: 15%).

(U]

(if)

RIHHREERAE
—ERT)N\FRHHRE

EENE

HRAEEREBE—ZTN
FRA=ZTHIEAREALE
EERBELEMNRERB G
A B EAE B RIS
HEEEHE-ZZTLFER
A=+ALNER : F) -

hE KBE D EFTEH

AR B K FER S B M B A 7]
BARENIECEMSHE
18% = 25% BN (> 2 FR 15
Rt o

BRI (FE)IRERRRA
S AR AR BREERK SZ
Y EL A P A BB A R38R0
BEELE EREBEAR
B K RESNE 1 R B RATE
BRAEEE - RSHET
BIREERS B2tk - Bl
IR SEFT A B F R A
P R B R R BRI B {E
ENFEERL  RHEEMS
MmE - AR =FRERE
A EE -

KI(FE)EEFRAR B
AP B KRR 2 &
BERAR AREE-ZT
NENA=+AHIENEA
12 B R 18% B A B K P
TEMEHR(BE_TZTt
FRNA=TRHILANMEA :
15%) ©
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(i)

Mainland China enterprise income tax
(Continued)

The National People’s Congress
approved the Corporate Income Tax
Law of the People’s Republic of China
(the new “CIT Law”) on 16 March 2007
and the State Council has announced
the Detail Implementation Regulations
(“DIR”) on 6 December 2007, which
has been effective from 1 January
2008. According to the new CIT Law,
the income tax rates for both domestic
and foreign investment enterprises are
unified at 25% effective from 1 January
2008. However, for enterprises which
were established before the publication
of the new CIT Law and were entitled
to preferential treatments of reduced
CIT tax rate granted by relevant tax
authorities, the new CIT rate may be
gradually increased to 25% within 5
years after the effective date of the new
CIT Law. For the region that enjoys a
reduced CIT rate at 15%, will gradually
increase to 18% for 2008, 20% for 2009,
22% for 2010, 24% for 2011 and 25% for
2012 according to grandfathering rules
stipulated in the DIR and related circular.
Enterprises that are currently entitled
to exemptions or reductions from the
standard income tax rate for a fixed term
may continue to enjoy such treatment
until the fixed term expires.

(i)

FEREREFREH(E)

RZZEBEZELEF=A+ X
B 2BARRKRRKREE
@$§Aﬁﬁﬁﬁﬁ¥
FiERE(TFEEMER
FEDMBEBRITR_EE
+E+ - ANHBEMHIED
B 48 B (T &5 E 5 4
1) TER=_ZZNEF
—A—BRER - BIEH
TEMBBIE - R R
BhENFREHREEF
TZNE-—A—BHiESE— A
25% o AT - AR
FRS B EBMATR L I =
EHARBRERTRE
TEMBHMEERFE
MEEME FEEMS
KO EE N EMEH
EEMZ % 5F NZ G
£ 25% o IR H R K5
EEAA RABBENT
Al ZBREMEBRER
% (R AE15%) HibE
TEMBHEED RN

SENEFE  —FBTNE -
—T— ii —E-—F
BT — EEEENE

18% ~ 20% * 22% -~ 24%
525% - BRI AR — &
B 3 #1512 E TS B
RKHPIBEHDE - A

EBE=ZEZATE BE
ZBREEHRERSL
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(iii) Overseas income tax

The Company was incorporated in
the Cayman Islands as an exempted
company with limited liability under the
Company Law of Cayman Islands and,
accordingly, is exempted from payment
of the Cayman Islands income tax. The
Company’s subsidiaries established
in the British Virgin Islands were
incorporated under the then International
Business Companies Acts of the British
Virgin Islands and, accordingly, are
exempted from payment of British Virgin
Islands income tax. No provision for
Macao profits tax has been made as
the Group had no assessable profit
arising in or derived from Macao during
the six months ended 30 June 2008
(For the six months ended 30 June
2007: Nil). The Company’s subsidiary
established in Vietnam enjoys the tax
holiday for entitlement of exemption from
EIT in 2008, therefore it is not subject
to Vietnam income tax during the six
months ended 30 June 2008 (For the six
months ended 30 June 2007: Nil).

The calculation of basic and diluted earnings
per share is based on the profit attributable
to equity holders of the Company of
RMB118,170,000 (2007: RMB79,922,000).

The basic earnings per share is based on the
weighted average number of 884,176,000
(2007: 872,000,000) ordinary shares in issue
during the period.

RIHHREERAE
—ERT)N\FRHHRE

(iii) BINFE
ARBIRBERSESATE
RSB S MK AR
RAEBRAR - FLLEREH
MAEESMER - AR
AN B R Z B S K K
M A BRI S
BREHSEEEEARAT
ks - AL ERR R BN R
BRZEEREH o« BRA
EERBZE_TTNF XA
=+HIENEAR I/EE/J@FEJ
BEEETERTRH -

ERRPIAIE fRT’EﬁﬁE
(ékﬁf? TEFERA= +
HIEA@EA :F) - AR
%ﬁ@fﬁﬁﬁ"ﬂ%%@ﬂﬁ@:
SENFEELBEERSF
B AUREE—TTN\F
NA=THIENEABERK
wUEREH(BEE_ZE

tEAA=TALEAEA :
z).

EREARAREERFTIRERR
AIRERE AR AR
118,170,0007c (ZZEZE+4 : A
R#£79,922,0007T )5t -

BREABFTIEPRE EITE
i % 04 F 15 £0884,176,000 A%
(ZZZT L4 : 872,000,0004%) &t
= o
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The diluted earnings per share is calculated on
the basis of 884,980,000 ordinary shares had
been in issue throughout the period, taking
into account the weighted average number
of 884,176,000 (2007: 872,000,000) ordinary
shares in issue and 804,000 (2007: 2,295,000)
ordinary shares to be issued assuming
conversion of all outstanding share options.
For the share options, a calculation is made
in order to determine the number of shares
that could have been acquired at fair value
(determined as the average annual market
share price of the Company’s shares) based
on the monetary value of the subscription
rights attached to outstanding share options.
The number of shares calculated as above
is compared with the number of shares
that would have been issued assuming the
exercise of the share options in full.

The directors do not recommend the payment
of interim dividends for the six months ended
30 June 2008 (For the six months ended 30
June 2007: Nil).

Government grants obtained
from the Management
Committee of Taizhou ZEEH
Economic Develop Zone BT ED

KB RMEEH
Gk =g

FRBERA RPN ZEELHE
377 19 884,980,000 P& & 18 %
(FH R B 21738 A% 884,176,000
B ( —ZZ 4 : 872,000,000
B B N B A AT
B H§804000H§<:2525t¢ :
2,295,000/%) ) M EXE R R E
BB ERITEBREMTE
MEREmNS /Affﬁ%ﬁﬁifﬂiﬁ%
Hﬁ%ﬁﬁﬁW/ﬁtﬁémifﬁw&tpﬁ
AEUBTENRAFEGER
DAL FEMHRE M
BE)BANKRMDEE - %Euxt
FRETEMERMNEE & H
%ﬁﬁf@%ﬂﬂ%ﬁﬁé’éﬁmxm%ﬁ
B{EHELE ©

EXVTEERBE_TTN\F
NRA=+BIERE A A AR
BBE_ZTLFRA=TH
LERMER &) o

As at
i

30 June 31 December
2008 2007
—ZEN\F T+ F
ANA=1+H +=-—A=+—H
RMB’000 RMB’000
ARETFT AREFr
21,889 21,889



During the year ended 31 December 2002,
Taizhou Century Texhong Textile Co., Ltd.,
a wholly owned subsidiary, acquired a plot of
land in Mainland China for RMB26,289,000
and paid RMB4,400,000, with the remaining
balance of RMB21,889,000 was covered
by government grants. The Group has
obtained a confirmation from the Management
Committee of Taizhou Economic Development
Zone, Jiangsu Province, that the amount of
RMB21,889,000 represents grants to Taizhou
Century Texhong Textile Co., Ltd. by the
Management Committee of Taizhou Economic
Development Zone, Jiangsu Province, and
such an amount had been settled by the
Management Committee of Taizhou Economic
Development Zone, Jiangsu Province, with the
relevant Land Resources Bureau of Taizhou
City and the Group will not be responsible for
the payment of such an amount. However,
in case that the Management Committee
of Taizhou Economic Development Zone,
Jiangsu Province, is not the appropriate
authority responsible for the settlement, the
Group may be liable to pay the balance of the
acquisition cost amounting to RMB21,889,000.

The Directors of the Company and the
management of the Group anticipate that no
material liabilities will arise from the above
contingencies.

RIHHREERAE
—ERT)N\FRHHRE

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION
ERRAR A IS E R

REBEE-_ZZE_FE+-A=+—
BILEEE  28HBARZ=IMN
HERITHBERDFAUAR
¥ 26,289,000 7T & A — 18 i A
FREAEMLH  EXHAR
# 4,400,000 7C © R A R
21,889,000 7T LA BT 84+ S £+ »
REE BT &R E MR
EEEBZECHER  ZARE
21,889,000 AT & & T M &5
HEREEZESR TRMNEL
KA BAR DB NBN - JTE
EHENEERBERERZEED
ERABOFMNN L ERERE
BXft#%ZExRE  ~EEBETE
EXNZERIE - AW HIIE
EHRNEERSREBZESY
TN ZEREREE HE - B
AN 5 8 5k B S ST UR B AR AR B0 B4 5B
AR #21,889,0007T °

ARREBZERAEENERETR
HERKARERETEELEKRA

f&
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(a) Capital commitments (a) EXREE
Capital expenditure at the balance sheet REEBMEARFRALZ (BX
date but not yet incurred is as follows: EE)RIT :
As at
i
30 June 31 December
2008 2007
—EENE ZTETLF
ANA=tH +=A=+—H
RMB’000 RMB’000
AR®Fr AREFr
Property, plant and W% - 5
equipment &
Contracted but not [=EESLE]
provided for R 211,081 220,514
Authorised but not BERER
contracted for RETHY - 39,605
211,081 260,119
(b) Operating leases commitments (b) REHERIE
The Group leases various land, offices AEEBRBTITHRELE
and warehouses under non-cancellable HEBEMEAETRMN L
operating lease agreements. The leases o WREREE - ZFE
have varying terms, escalation clauses HEZHE  HAEHE2
and renewal rights. ZIERRBLOEREET
B

34



RIHHREERAE
—ERT)N\FRHHRE

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION
ERRAR A IS E R

(b) Operating leases commitments (b) REEHEREE
(Continued)
The future aggregate minimum lease BB EEHE Y R
payments under non-cancellable REEEEFIRLEENT ¢

operating leases are as follows:

As at
S
30 June 31 December
2008 2007
—EEN\F ZTTEF
AA=+HB +ZA=+—H
RMB’000 RMB’000
ARETFT ARBTFT
Not later than one year —FR 3,922 7,954
Later than one year and —FHBEAFNA

not later than five years 13,402 14,387
Later than 5 years AF% 68,578 77,150
85,902 99,491
New Green Group Limited (incorporated in New Green Group Limited ( 73 2
the British Virgin Islands) owns 44.7% of the BREZHSHAMK L) EEARA
Company’s shares. Mr. Hong Tianzhu is the AR HI44.7% - R EER
principal shareholder of New Green Group New Green Group Limited#) £
Limited, and has a beneficial shareholding R - BEBBERNS HD - New
of 54.7% in the Company through his own Green Group Limited &2 = — &
capacity, New Green Group Limited and NEIBm R AR AH54.7%0%
another company. Mr. Zhu Yongxiang has W o R EERMBARRT]
a beneficial shareholding of 17.6% in the HI17.6% XM - 2 TEIRR 1D B2

Company. The remaining shares are widely AR TREAL -

held.
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Pir e M E RN

The Company’s directors and the Group’s
management are of the view that the following
companies/individuals are related parties of
the Group:

Name of related party
BHMEHE A8

Hong Tianzhu
HRH

New Green Group Limited

Hong Kong Tin Hong Industrial Limited
BERIMEEAR AR

Nantong Shuanghong Textile Co., Ltd.
ERETSBRERAR

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

RULENZ (85 BR AT

Nantong Textile Group Co., Ltd.

MBI E B R AR AT

ARREZFRAKENEEER
RTINRA/ AL RAEBHRS

44
el

Relationship with the Group
BASEE MR

Director

5%

Shareholder
AR

Controlled by Hong Tianzhu, a director

H B SRR I

Controlled by Hong Tianzhu, a director

I E BRI S

Controlled by Hongkong Tinhong
Industrial Co., Ltd.,
a company controlled by
Hong Tianzhu, a director
HABRIEXRBRAR(EFHRMN
e[z NCIDEES ]

Associated company of
Texhong Textile Nantong
Investment Limited,
a subsidiary of the Company
NN VNI PN R T A= e g =
BIR A BIHEEE R 7

il /N



RIGHHEBARAT
—TT\FR R

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION
ERRAR & IS E R

The Group had the following significant AREE B E ER ST N HEKR
transactions with its related parties, as follows: RSN :
(a) Sales/purchase of goods (a) & HBEER

Six months ended 30 June

BEAA=THIAEAR

2008 2007
—s2)\F —TEs
RMB’000 RMB’000
AR¥FT AREFr
Nantong Textile Group F AT AR
Co., Ltd. EJE ARG
AR
— Purchase of goods —BEEMm 6,589 529
— Sales of goods —HEEMR 13,065 33
Tianhong Printing and RITENZ(fE85)
Dyeing (Wuxi) Co., Ltd. BRAR]
— Purchase of goods —-EBEEMR - 622
— Sales of goods —HEEm = 24

37



TEXHONG TEXTILE GROUP LIMITED
INTERIM REPORT 2008

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION
ERAER & MG & FIBT 5E

38

related parties

(b) Period-end balances arising from (b) $HE BEEREEZH

sales/purchases of goods KiLeh

As at
)i
30 June 31 December
2008 2007
—EEN\F ZETAF
AA=+H +ZA=+—H
RMB’000 RMB’000
AR®Fr AEETFT
Receivables from FEU BEHSE 77 2 51

Tianhong Printing and RATENZ(fE85)
Dyeing (Wuxi) Co., Ltd BRAF] = 3,967
Nantong Textile Group BB A AT AR
Co., Ltd. SEGER
AR
3,020 518
3,020 4,485
Trade payables to FE R T
a related party B 5 5A
Nantong Textile Group B AN AT AR
Co., Ltd. SEGBR
BRATA 123 1,366
Deposits from REBEE T 252
related parties
Nantong Textile Group P AN A AR
Co., Ltd. CE I 20
BRAT] 405 -
These balances with related parties are B M) 4R A E R

unsecured, non-interest bearing, and are

repayable with one year.

% ERAR—FRNE

F”a{a\
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(¢) Key management compensation (c) FEEEEHM

Six months ended 30 June
BZEAA=1THILAEA

2008 2007
—EEN\F ZTTEF
RMB’000 RMB’000
AR®Fr AREFT
Salaries, wages and e IEBR

bonuses 14T 1,858 2,452

Pension cost (defined BREKAN(RE
contribution plan) HAETED) 460 456
Other benefits HitaF| 22 106
2,340 3,014
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We are pleased to report to the shareholders
the results of the Group for the six months
ended 30 June 2008. During the period under
review, the Group’s turnover increased by
26.7% from corresponding period last year
to RMB1,824,086,000. Profit attributable
to shareholders increased by 47.9% from
corresponding period last year to RMB118,170,000.
Earnings per share for the half year were
RMBO0.134, increased by 45.7% compared to
RMBO0.092 for the corresponding period last year.

The first half of 2008 is a challenging time for
China textile industry. According to the statistics
of the Statistics Centre of China National Textile
And Apparel Council, sales revenue for the largest
enterprises in China from January to May 2008 was
RMB442.11 billion, representing 17.7% increase
compared with the corresponding period last year.
The industry average net profit ratio during the
same period was 3.4%, representing a decrease
of 0.08% compared with the corresponding period
last year.The export sales rose 7.86% to 27.10
billion US dollars from January to May 2008, but the
growth rate was 17.49% less than the same period
last year. Investments in large projects (RMB5
million or more) for the textile industry totaled
RMB27.6 billion from January to May 2008, which
was 1.32% less than that for the same period last
year with the growth rate being 17.47% lower than
the whole last year. The above figures revealed the
industry was suffering from slower growth rate in
term of investment and export sales.
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During the first half year of 2008, China textile
industry has been plagued by several factors such
as the continuing appreciation of RMB, the rising
price of cotton, the increasing cost of labour in
China due to the new labour law going into effect
from 1 January, 2008, the rising domestic financing
cost of RMB, and the recession in US and EU due
to the sub-prime crisis causing the drop of export
orders. It is expected that the increase in market
competition will inevitably result in more small scale
manufacturers to close down in the coming future,
thus speeding up the reshuffling and consolidation
of the industry.

Amid the unfavourable market environment, the
Group still achieved a steady growth of operating
results due to the increased tremendous efforts of
the management and supervision, the hard work
of our managers, our staffs and the addition of
capacities of our Vietnam project.

“ETENFLEF FRGBERS
EREMELEE ZFEXREBEA
REFHEE  REERTEH LA -
MEHER _TTEN\F-A—BAER
BLHBESTRAFELIT - ARE
2 B R A R AN IR 0 PA R SR B
MBEERREEHRTRMSH AR
BRAOE - A TS HF MBI EA
MRS EZENASERNE YA
w5 M ANRITREAR R A -

AEBBEEEEEMEE T EMNE
NEZ2EH - KB RE TR ER
THRA KRR IR B ATI8 N ERE
HHMEE AR TISIRET @ &2
BRI RE SR -

41



TEXHONG TEXTILE GROUP LIMITED
INTERIM REPORT 2008

MANAGEMENT DISCUSSION AND ANALYSIS

M(EEF uTnHﬂ& Tﬁ

For the six months ended 30 June, 2008, the
Group achieved a turnover of RMB1,824,086,000,
representing an increase in revenue of 26.7%
compared with the same period last year. The
turnover comprises the sales of yarn, grey fabrics
and garment fabrics. Yarn continued to be the
Group’s top selling product and sales volume
increased by 39.1% to 58,442 tons, while that of
grey fabrics slightly decreased by 6.1% to 47.4
million meters, compared with the same period
last year. We continue to gain market share and
customer base of yarn, particularly the high value-
added core-spun yarn products. 70,000 spindles
of the Phase | of the Vietham expansion plan has
started commercial production in October 2007, and
have contributed RMB214.1 million sales volume of
yarn to the Group during the first half of 2008. On
average, those 70,000 spindles can produce about
24,000 tones of yarn, or RMB370 million sales
annually. During the period, we have relocated
and rearranged one of our factories in Xuzhou,
such that the number of spindles for yarns was
increased while the number of shuttleless looms
for grey fabrics was decreased. As a result of such
relocation and rearrangement, the sales volumes
of yarns and grey fabrics increased and decreased
respectively during the first half year.

The overall gross margin of the Group’s products
dropped by 1.5 to 12.3% compared to 13.8% for
the corresponding period last year. The drop in the
gross margin was partly due to decrease in average
selling price of yarn and grey fabrics as a results of
the appreciation of RMB, affecting our downstream
customers, and partly due to increase of cost of
production as a result of the increase in the cost of
cotton, energy and labour. However, once the whole
210,000 spindles of Phase | and Phase Il Vietham
production facilities are put into operations, it is
expected that the Group’s average manufacturing
cost could be gradually lowered and the overall
margin will likely be improved in the future.
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The Group has further strengthened the strategic
cooperation with Dow Chemical and Lenzing
Fibers (Shanghai) Co., Ltd. During the first half
of 2008, the Group has applied the olefin-based
XLA™ fiber technology invented by Dow Chemical
and the cellulose-based Tencel®fiber technology
invented by Lenzing Fibers to the making of
different non-spandex core-spun elastic yarns
for high graded denim which poses different new
features to the jeanswear. These products have
received overwhelming market response and
success, and have helped our Group to gain more
international prestigious customers. It is believed
that by exploring and penetrating different high-
ended textile markets, we will continuously be a
leading high value-added core-spun cotton textile
manufacturer.

The Group has always been committed to be
a corporation with a strong sense of social
responsibility. We have contributed some of our
resources to help those Chinese citizens affected by
the 12 May earthquake that occurred in the Sichuan
Province. We donated RMB4.18 million (cash and
bedding) to aid those families made homeless by
the earthquake. The Group has also been actively
assisting those employees whose families have
been affected by the earthquake.

AEEBEBE S MREMERCERE
’*%“z!‘z?/&(bi)ﬁllﬁé RN B RS
E-RZTEZENFELH¥F  AEEE
X A B B8 S b 22 %% BE | olefin-based
XLAT™E, 4 1 17 N2 /R B8 AR 4 4 35 R |y
cellulose-based TenceIMﬁW&&ﬁT%L
BRFFHANSEIERGIDRNE

MHER - SRFFHAFFRESR

TENFEFE - ZSERCESFRR
HMiERERES  WESAEER
SEZEBRMNEEF - HEEBRSK
RE2BEATRNSmAETES - FKM

HHER BRENDMINEREEH

AREB—RARNKBAELEEIHNA
B TERBRHENERBEZAA
+THOIEEFENFREAR - &
ARIERH AREK4180,0007T (RE
R PR DA 195 B R 3 72 170 428 5% ) B 9 K¢

E - A% B REHHARATI
B EBNRES -
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Looking ahead, we will strive to keep our strategy
to increase our market share both domestically and
internationally. Our Group has been awarded on 15
July 2008 by the China National Textile & Apparel
Council to be one of the top ten most competitive
cotton textile manufacturers in China (ranks the
sixth in terms of turnover, up from the eighth last
year) for the 2007/2008 period. Our client base has
been increased from about 1,800 customers at the
end of last year to above 2,000 customers as at
30 June 2008. We expect that the Group’s current
growth trend on sales of core-spun textile products
will sustain in the second half of 2008.

Our strategy to concentrate on the upstream high
value-added core spun textile business segment
proves to be effective. While lots of downstream
textile business segments such as clothing and
dying export manufacturers are facing difficulties
during the recent plight, we can still maintain a
decent operating result of the first half of 2008.
Strong demand of our products is foreseen. We will
continue to devote our resources to the research
and development centre set up in Changzhou
last year to improve our competitive strengths by
introducing more innovative new core-spun cotton
textile products like the core-spun yarn and fabrics
with metallic wires, polyester, polypropylene and
nylon for improving the Group’s product structure
and enhance the overall profit margin of the Group’s
products.
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In order to cope with the increasing cost of
production and the restrictive cotton import quota
of China, we have stepped out to establish our
Vietnam production plant since 2006. Our Phase
| production lines of the Vietnam yarn production
plant has been put into commercial operation in
October 2007. Starting from April this year, the
70,000 spindles of Phase | have been continuously
contributing profit to our Group. 140,000 spindles
of the Phase Il production lines will be put into trial
run operation in the second half of this year, and
targeted to have full commercial production starting
from the beginning of next year. As the production
cost, particularly the cost of labour and electricity,
in Vietnam is much lower than that of China, we
expect our Vietnam plant will further improve our
overall average cost in future. Recently, Vietham
currency has been depreciated from USD/VND
16,010 to USD/VND 16,842 during the first half
of 2008. The inflation rate was recorded to be
26.8% in June 2008. Nonetheless, the effect to our
Vietnam production plant was minimal. All of our
cotton materials for Vietnam plant are imported to
Vietnam and we make payment by USD. Nearly
95% of our products from our Vietnam plant are
exported and we received payment by USD. Both
of our import and export bypass the movement of
VND. In fact, we have been benefiting from the
recent depreciation of Vietnam currency as the local
cost such as labour and energy cost are paid by the
depreciated VND which have been exchanged to
a lesser amount of USD. Only 5% of our products
manufactured in Vietnam are sold domestically. We
will form a sales and marketing team in Vietnam
for further exploring the market opportunities in
Vietnam and other ASEAN countries.
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Starting from 1 August, 2008, the export VAT
refund rate on garments has been raised by 2% to
13%. This has partly relieved the margin pressure
of the whole garment export sector. Our exports of
yarn and grey fabrics, as well as our downstream
garment export customers, will directly enjoy the
VAT refund. Furthermore, all the quota restrictions
on China’s textile products imposed by EU and
US have been and will be removed on 1 January
2008 and 1 January 2009 respectively. Although
EU and US may adopt other trade restrictions on
the export of China’s textile and garment products
such as technical trade barriers, it should be a new
opportunity to those well prepared manufacturers to
explore export business.

Liquidity and financial resources

As at 30 June 2008, the Group’s bank and cash
balances (including pledged bank deposits)
amounted to RMB264.5 million (As at 31 December
2007: RMB210.4 million).

As a result of business expansion in the period
under review, the Group’s inventories and trade
and bills receivables increased by RMB21.0 million
and RMB177.6 million to RMB672.9 million and
RMB542.4 million respectively (As at 31 December
2007: RMB651.9 million and RMB364.8 million).
The inventory turnover days and trade receivable
turnover days are 75 days and 45 days respectively,
compared to 71 days and 33 days respectively as at
31 December 2007.

As at 30 June 2008, the Group’s bills receivable
amounted to RMB406.2 million (As at 31 December
2007: RMB237.4 million). The bills receivable is in
the form of bank acceptance drafts, which the banks
assume full responsibility for ultimate payment to
the Group. The drafts are endorsable, transferable
or discountable, and offer a very high liquidity to the
Group.
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Liquidity and financial resources (Continued)

To cater for the working capital and capital
expenditure requirement as a result of the Group’s
business expansion, the Group’s bank borrowings
increased by RMB250.2 million to RMB1,178.0
million (As at 31 December 2007: RMB927.8
million).

As at 30 June 2008, the Group’s financial ratios
were as follows:

Current ratio PIEIE RS
Debt to equity ratio BEERL

Net debt to equity ratio? B &R R
L Based on total borrowings over total equity
2 Based on total borrowings net of cash and cash

equivalents and pledged bank deposits over total
equity

REBESRHEERE)
ERAAEBERELIENEES
S REAMIFR - AEERERITE
B0 A R#250,200,0007T E AR
1,178,000,000;C(R=—ZTZtF+— A
=+—H : AR¥0927,800,0007T) °

RZZBZNFXNA=+TH  AEEZ
BATEEC R

30 June 31 December
2008 2007
—ZEENE —TELF
~A=1TH +=—A=+—~H
1.39 1.53

1.08 0.86

0.84 0.67

1 RIEER AR

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

For the six months ended 30 June 2008, the
capital expenditure of the Group amounted to
approximately RMB342.8 million (For the six
months ended 30 June 2007: RMB248.7 million). It
represents additions to land use rights and property,
plant and equipment for new production plant in
Vietnam and China.

As at 30 June 2008, the Group’s cash and cash
equivalents, land use rights and buildings and
machinery and equipment with an aggregated net
book amount of approximately RMB247.4 million
were pledged to secure general banking facilities of
the Group.

As at 30 June 2008, the Group had contingent
liabilities of RMB21.9 million (as at 31 December
2007: RMB21.9 million). Such amount represented
government grants obtained from the Management
Committee of Taizhou Economic Development
Zone in connection with the Group’s purchase of a
piece of land in Taizhou, Jiangsu Province, China.
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As at 30 June 2008, the Group had a total
workforce of 13,592 representing a decrease of
9.1% compared with that of last year. (as at 31
December 2007: 14,952), of whom 12,343 were
based in the regional headquarter in Shanghai and
in our 11 manufacturing plants in mainland China.
The remaining 1,249 were located in outside-
mainland China region including Vietnam, Hong
Kong and Macau. During the period, the sales were
increased while the total number of staff decreased,
representing an improvement of labour productivity.
The Group will continuously optimize the
workforce structure, and offer its staff competitive
remuneration schemes. The Group is committed
to nurturing a learning and sharing culture in the
organisation. Heavy emphasis is placed on the
training and development of individual staff and
team building, as the Group’s success is dependent
on the contributions of all functional divisions
comprising of skilled and motivated staff.

In view of the estimated significant capital
investment in Vietnam and the related working
capital requirements of the Group in the second
half of 2008, the Board does not recommend the
payment of an interim dividend for the six months
ended 30 June 2008 (For the six months ended
30 June 2007: nil). Depending on the financial and
cash position of the Group, the Board still intends to
maintain a long term, stable dividend payout ratio,
providing shareholders with an equitable return.

E/\_—\zv)\fﬁ/\ﬂ +E| $E§|E
TA#13592% @ tkEFRMD
Q1% (R=_ZEZ+F+=_A=1+— E
14,9524 ) » HF12,343F 51 L8
[ 48 2 I A 55 (B 72 A B K e /9 11 (1R
B o E#r1,249 BE 5 A B K FE LA S

E(BEME - FEREP) - BN
EHEENTME TRBRD @ EAEE

B A EE N E -SRI - REED
ETEHBERBEHANER  RARR
HETRHABRFHOMSHE - K
SEZRINERBROERELRD
B TAKERER - Bt AE
Ii&ﬁﬁ‘ilﬁﬂﬁﬁﬂﬁﬁﬁ"nﬂ’]i
£t ERBT 2 EAFIRER -
p3cava b

EZRIANEFERNUHONTETFEARRE
BEARZZTETNFTHFNEEES
Bk EEFEREETREHE-ZTE
NERNA=ZTHERNEAZHFEHRE
(BT +FA=1+HLXA
A Z) BIREENTERIRER
ERAME EFENBILERRE
MiEEARELE - B RKARRFEUE
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During the reporting period, neither the Company
nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities.

At 30 June 2008, the interests and short positions of
each Director and chief executive of the Company
in the Shares, underlying shares and debentures
of the Company and its associated corporations
(within the meaning of Part XV of the Securities
and Futures Ordinance, Chapter 571 of the laws of
Hong Kong (the “SFO”), as recorded in the register
maintained by the Company under Section 352 of
the SFO or which would have to be notified to the
Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions, if any, which they are
taken or deemed to have under such provisions
of the SFO) and the Model Code for Securities
Transactions by Directors of Listed Companies
contained in the Listing Rules, were as follows:

R8P0 - AA RS R AEANEA
L EBE - i ERBEEARA R
i -

RZFEZNFXA=+H A2
$&TTB{#@%R\Z’S T&E*ﬁﬂawf.
(EERBRBEPESTIEEFESFRBE
1‘M\J%+£*B(F 5 R HEAEEG]) ) AR
- AEE KRG &fﬁ%ﬁ#%*ﬁﬁ%h
%&%@ifﬂﬂﬁ\l%%ﬂ kAN
ATHREZECMAZ#ER &uua'
SR BEFESFRPERAIETAIETR
%8"* BB AN B R AP 2
KA (BIEREE R KBS EIIZ
\MX {)ﬂz%&”‘{‘ﬁi%ﬁf’ﬁﬁﬁﬁﬁgé
LX) MR EmRRIFTE _ EmA R
ERETBEAFRHZETURE ﬁ
MARBRIRFT 2 R RAB T ¢

Number of shares held

BFEROEE
Name of
Group member/ Number of
associated ordinary shares
Name of directors corporation Nature of (Note 1)
of the Company KXEEKEAT, interests ZERMEE  Percentage
ARRESHE BEEEERE ERENE (Hf:t1) Bk
Mr. Hong Tianzhu the Company Interest of 558,959,173 (L) 63.18%
HARBEE RAT] controlled (Note 2)
corporation(s) (Hiz2)
PRYESE AR
the Company Beneficiary owner 4,400,000(L) 0.50%
VNG ERBERAA
Mr. Zhu Yongxiang the Company Interest of 251,716,000 (L) 28.45%
RKFRE ARA] controlled (Note 3)
corporation(s) (H15#3)
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Notes:

1.

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

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

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

HEEBR AR
—ERT)\FRHHRE

[LIRKRZA LR 2R -

558,959,173 i % 17 # 395,459,173
% LANew Green Group Limited (&
BEFITRAHEBRIEXARA
AIESES  ARUEEHEBZAR
100% ) BB RIERBERHEBANE
70 ¢ 163,500,000 fi% LA Trade Partner
Investments Limited Gt A1 5 £ B 2
A 2B BEITRAMNS51.36% )
BERIEREREAATRL - BREF
HF LB GG - RN EERR AR
New Green Group Limited 2 Trade
Partner Investments Limited# 48 Z FfT
BRIMEERER

% 251,716,000 A% A% 17 #1 88,216,000
A% AWisdom Grace Investments Limited
(HE2HEBITREABRKELEE
HERA)BERIEREREAAE
70 ¢ 163,500,000 fi% LA Trade Partner
Investments Limited (%R K # & £ B2
A 2B EITRAN41.36% )
EZERMEAEREAABR - REE
FREEEN - RoKFRERRRBR
Wisdom Grace Investments Limited
K Trade Partner Investments Limited

FEZRBRMNEHEESR -
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So far as the Directors are aware, as at 30 June
2008, the interests or short position of the persons
other than a Director or chief executive of the
Company in the Shares or underlying shares or
debenture of the Company which were recorded
in the register required to be kept by the Company
pursuant to Section 336 of the SFO were as follows:

Ordinary Shares of the Company:

HEBFMAE  R_TT N\FRA=T
B - RARARD SARRI AR () B E
PR RERE 5 NS 1R 58 336042
BRARRATFEZECMA R
FRBOAL(ERARA 2 —BEER
TETHRABRINMAT

PAUNCI A5 =L &

Number of shares held

BRERHEE

Name of substantial
shareholder

EREEERR

Nature of interests

REME

Beneficial owner

EafERA

New Green Group Limited

Beneficial owner

EaERA

Trade Partner Investments
Limited

Beneficial owner

EaERA

Wisdom Grace Investments
Limited

Number of ordinary
shares (Note 1) Percentage

EEROEE (#i21) BAk

395,459,173 (L)
(Note 2)
(Hizt2)

163,500,000 (L)
(Note 3)
(H17£3)

88,216,000 (L) 9.97%
(Note 4)
(Hzt4)

44.70%

18.48%

Hong Kong Tin Hong
Industrial Limited
BERMEERRRAR
Ms. Ke Luping

RIsE £

Ms. Zhao Zhiyang
HEB Lt

Mr. Qheah Cheng Hye
A

Value Partners Limited
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Interest of controlled
corporation(s)

P Bl A R 2R

Interest of spouse

[T S

Interest of spouse

[T S

Interest of controlled
corporation(s)

P Bl A M 2R

Investment manager
REKE

395,459,173 (L)
(Note 2)
(Hizt2)

563,359,173 (L)
(Note 5)
(H1715)

251,716,000 (L)
(Note 6)
(Hi7t6)

57,216,000 (L)
(Note 7)
(Hz27)

57,216,000 (L)
(Note 7)
(Hz27)

44.70%

63.68%

28.45%

6.47%

6.47%
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Notes:

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

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

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

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

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

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

Based on the disclosure of interest forms filed by
Mr. Cheah Cheng Hye and Value Partners Limited
on 30 October 2007, these 57,216,000 Shares are
registered in the name of Value Partners Limited,
which is controlled by Mr. Cheah Cheng Hye.
Under SFO, Mr. Cheah Cheng Hye is deemed to be
interested in all the Shares held by Value Partners
Limited.

Hrat -

EEBR AR
—ERT)N\FRHHRE

[LIRKRZALRERD 2R -

% 395,459,173 A% % 19 LA New Green
Group Limited(ﬁé%&ﬂ%ﬁfﬁﬁxzﬁﬁh
ABRIL a%ﬁﬁﬁ AEmHEA 4

KT ER TR AR E100%HER) B
EREAESBAANER mzm
LEEGES - BERLIEERRA

B R AR S AR B New Green
Group Limited#55 2 FTB R D16 B #E

%o

#% 163,500,000 f% A% 9 LA Trade
Partner Investments Limited ( & 2
B 317 R A B R 5 4 - Rk
fE - PBEE - FEFRE - B
BAEERPEFEEDRERESR
51.36%  41.36% ~ 2.24% ~ 1. 68%

1.68% 12 1.68% ) % & RIEAE =
BEAER o RIBEF KGR - K
RV RRKFEFRED RIBAR BN
Trade Partner Investments Limited#¥

BRRBROEAER

488,216,000/ /%7 LAWisdom Grace
Investments Limited (& 2 32 2 17A%
AEARKFEEEBERED)BERIE
%ﬁﬁﬁ%*ﬁ/\i‘uﬂ REZHFRAE
16 15] + 2R K FE 25 HE AR B 7 Wisdom
Grace Investments Limited # & 2 fff
BRMhERER -

FACF R L BART AL BB - R

BES RG] - WASERZ AR

Eﬁéiééﬁ%iﬁﬁﬁfﬁ@%%ﬁz
E/\D

WEBRLTARKRLEEZRRS - R
BEFLPEGN - BEHLLIEE
RRRKFERELEERERAEEE Z
BAn b B -

REHSE 5*6 4 K Value Partners
Limited  —F % THF+A=THREXR
ZEERBEBRER - £57,216,000A%
f&% {5 T3 LAValue Partners Limited Z &
FEBRE  ZARIBESE SRS -
RIBEFH RS GEN - FEELRER
1R B Value Partners Limited#5 4 2
FraRRn (b B
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The Group 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
Code of Corporate Governance Practices (“Code
Provisions”) set out in Appendix 14 to the Rules
Governing the Listing of Securities (“Listing Rules”)
on the Stock Exchange. During the reporting
period, the Company had complied with the Code
Provisions except for the following deviations:

Code A.2.1

Code A.2.1 stipulates that the roles of chairman
and chief executive officer should be separate and
should not be performed by the same individual. Mr.
Hong Tianzhu is the chairman and chief executive
officer of the Company. The Board considers that
this structure will not impair the balance of power
and authority is ensured by the operations of the
Board, which comprises experienced and high
caliber individuals and meets regularly every three
months to discuss issues affecting operations of the
Company. The Board believes that this structure
is conductive to strong and consistent leadership,
enabling the Group to make and implement
decisions promptly and efficiently. The Board has
full confidence in Mr. Hong Tianzhu and believes
that his appointment to the posts of chairman and
chief executive officer is beneficial to the business
prospects of the Company.
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The Company has adopted a code of conduct
regarding the Directors’ securities transactions
on terms not less exacting than the required
standard set out in the Model Code for Securities
Transactions by Directors of Listed Issuers set out
in Appendix 10 of the Listing Rules (“Model Code”).
After specific enquiry made by the Company, all of
the Directors confirmed that they had complied with
the required standard set out in the Model Code
and the code of conduct regarding the Directors’
securities transactions during the reporting period.

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

The audit committee has discussed with
management and reviewed the unaudited
consolidated accounts for the six months ended 30
June 2008.
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The remuneration committee of the Directors
comprises three independent non-executive
Directors, namely Mr. Ting Leung Huel, Stephen,
Ms. Zhu Lanfen and Mr. Cheng Longdi and the
chairman and executive Director Mr. Hong Tianzhu.
Mr. Ting Leung Huel, Stephen is the chairman of
the remuneration committee. The remuneration
committee has rights and duties consistent
with those set out in the Code Provisions. The
remuneration committee is principally responsible
for formulating the Group’s policy and structure
for all remunerations of the Directors and
senior management and providing advice and
recommendations to the Board of Directors.

By order of the Board

Texhong Textile Group Limited
Hong Tianzhu

Chairman

Hong Kong

6 September 2008
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