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GENERAL INFORMATION

Shenzhou International Group Holdings Limited (the “Company”)
was incorporated as an exempted company with limited liability
in the Cayman Islands on 23 June 2005. 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 “Main Board”) since 24 November
2005.

The Company and its subsidiaries (the “Group”) is principally
engaged in the manufacturing and sale of knitwear products (the
“Knitwear Business”). Details of the principal subsidiaries of the
Group are set out in Note 8.

In the opinion of the directors, the ultimate holding company of
the Company is Worldon (Hong Kong) Limited (“Worldon”), a
company incorporated in Hong Kong. The intermediate holding
company of the Company is Excelbright Overseas Limited
(“Excelbright”), a company incorporated in the British Virgin
Islands.

On 9 October 2005, the Company acquired the entire share
capital of Top always Investments Limited (“Top Always"), a
company incorporated in the British Virgin Islands, through a
share exchange (the “Reorganisation”) and consequently became
the holding company of the subsidiaries as set out in Note 8(a).
The reorganisation has been accounted for using merger
accounting and accordingly the consolidated financial statements
of the Group for the year ended 31 December 2005 presented
the results of the Group as if the Group resulting from the
Reorganisation had been in existence from the beginning of 1
January 2005.

These consolidated financial statements are presented in
Thousands of units of Renminbi (“RMB") unless otherwise stated.
These consolidated financial statements have been approved for
issue by the Company’s Board of Directors on 16 March 2007.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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.

2.1 Basis of preparation
The consolidated financial statements of Shenzhou
International Group Holdings Limited have been prepared in
accordance with Hong Kong Financial Reporting Standards
("HKFRS"). They have been prepared under the historical
cost convention, as modified by the financial assets and
financial liabilities 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
judgement in the process of applying the Group's accounting
policies. The areas involving a higher degree of judgement
or complexity, or areas where assumptions and estimates
are significant to the consolidated financial statements, are
disclosed in Note 4.

(a) Standards and interpretations to existing standards that
are not yet effective and not relevant for the Group’s
operations
The following interpretations to existing standards have
been published that are mandatory for the Group's
accounting periods beginning on or after 1 May 2006
or later periods but are not relevant for the Group's
operations:

«  HK(FRIC)-Int 7, Applying the Restatement Approach
under HKAS 29, Financial Reporting in
Hyperinflationary Economies (effective from 1
March 2006). As none of the group entities have a
Currency of a hyperinflationary economy as its
functional Currency, HK(IFRIC)-Int 7 is not relevant
to the Group's operations;
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HK(IFRIC)-Int 8, Scope of HKFRS 2 (effective for
annual periods beginning on or after 1 May 2006).
This is not expected to have any impact on the
Group's consolidated financial statements;

HK(IFRIC)-Int 9, Reassessment of embedded
derivatives (effective for annual periods beginning
on or after 1 June 2006). As none of the group
entities have changed the terms of their contracts,
HK(IFRIC)-Int 9 is not relevant to the Group's
operations;

HK(IFRIC)-Int 10, Interim Financial Reporting and
Impairment (effective for annual periods beginning
on or after 1 November 2006).This is not expected
to have any impact on the Group's accounts; and

HKFRS 7, Financial instruments: Disclosures, and
the complementary Amendment to HKAS 1,
Presentation of Financial Statements — Capital
Disclosures. This standard does not have any impact
on the classification and valuation of the Group's
financial instruments.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.1 Basis of preparation (Continued)
(b) Standards, amendments and interpretations effective
in 2006 but not relevant for the Group's operations

The following standards, amendments and
interpretations are mandatory for accounting periods
beginning on or after 1 January 2006 but are not
relevant to the Group's operations:

+  HKAS 19 (Amendment), Employee Benefits;

- HKAS 21 Amendment — New Investment in a
Foreign Operation;

+  HKAS 39 Amendment — Cash Flow Hedge
Accounting of Forecast Intragroup Transactions;

»  HKAS 39 Amendment — The Fair Value Option;

«  HKAS 39 and IFRS 4 Amendment — Financial
Guarantee Contracts;

»  HKFRS 6, Exploration for and Evaluation of Mineral
Resources;

+  HKFRS 1 Amendment — First-time Adoption of
International Financial Reporting Standards and
HKFRS 6 (Amendment), Exploration for and
Evaluation of Mineral Resources;

+  HK(FRIC)-Int 4, Determining whether an
Arrangement contains a Lease;

«  HK(FRIC)-Int 5, Rights to Interests arising from
Decommissioning, Restoration and Environmental
Rehabilitation Funds; and
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The consolidated financial statements include the financial
statements of the Company and all of its subsidiaries made
up to 31 December.
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consolidated from the date that control ceases.

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

2.2 Consolidation (Continued)

(@)

®)

Subsidiaries (Continued)

Inter-company transactions, balances and unrealised
gains on transactions between group companies are
eliminated. Unrealised losses are also eliminated but
considered an impairment indicator of an impairment
of the asset transferred. Accounting policies of
subsidiaries have been changed where necessary to
ensure consistency with the policies adopted by the
Group.

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

Transactions with minority interests

The Group applies a policy of treating transactions with
minority interests as transactions with parties external
to the Group. Disposals to minority interests result in
gains and losses for the Group that are recorded in the
consolidated income statement. Purchases from minority
interests result in goodwill, being the difference between
any consideration paid and the relevant share acquired
of the carrying value of net assets of the subsidiary.

2.3 Segment reporting
A business segment is a group of assets and operations

engaged in providing products or services that are subject to

risks and returns that are different from those of other

business segments. A geographical segment is engaged in

providing products or services within a particular economic
environment that are subject to risks and returns that are
different from those of segments operating in other

economic environments.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.4 Foreign currency translation

®

(i)

(i)

Functional and presentation currency

Items included in the account 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 Group's functional currency
is United States Dollars (“USD"). The consolidated
financial statements are presented in RMB, which is the
Company's presentation currency.

Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing
at the dates of the transactions. 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 income statement.

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:

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

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

expenses are translated at the dates of the

transactions); and

(3) all resulting exchange differences are recognised as
a separate component of equity.
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Property, plant and equipment are stated at historical cost
less accumulated depreciation and accumulated impairment
losses, if any. 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 income statement during the financial period
in which they are incurred.

Depreciation is calculated using the straight-line method to
write off the cost less impairment loss of each asset to its
residual value over its estimated useful life, as follows:

Buildings 20 years
Plant and machinery 10 years
Vehicles 5 years
Furniture, fittings and equipment 5 years

The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at each balance sheet date.

An asset's carrying amount is written down immediately to
its recoverable amount if the asset's carrying amount is
greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing
the proceeds with the carrying amount and are recognised
within other income/(losses) in the income statement.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.5

2.6

2.7

Property, plant and equipment (Continued)
Construction-in-progress represents buildings, plant and
machinery under construction or pending installation and is
stated at cost less accumulated impairment losses. Cost
includes the costs of construction and acquisition. No
provision for depreciation is made on construction-in-
progress until such time as the relevant assets are completed
and ready for intended use. When the assets concerned are
brought into use, the costs are transferred to property, plant
and equipment and depreciated in accordance with the
policy as stated above.

Land use rights

All land in the mainland China is state-owned and no
individual land ownership right exists. The Group acquired
the right to use certain land and the consideration paid for
such right are recorded as land use rights, which are
amortised over the use terms of 30 to 50 years using the
straight-line method.

Impairment of assets

Assets that have an indefinite useful life are not subject to
amortisation, which are at least tested annually for
impairment and are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying
amount may not be recoverable. 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).
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.8

2.9

Inventories

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, labor, other direct costs and related
production overheads (based on normal operating capacity)
but excludes borrowing costs. Net realisable value is the
estimated selling price in the ordinary course of business,
less applicable variable selling expenses.

Accounts and bills receivable

Accounts and bills receivable are recognised initially at fair
value and subsequently measured at amortised cost using
the effective interest method, less provision for impairment.
A provision for impairment of accounts and bills receivable
is established when there is objective evidence that the
Group will not be able to collect all amounts due according
to the original terms of the receivables. Significant financial
difficulties of the debtor, probability that the debtor will enter
bankruptcy or financial reorganisation, and default or
delinquency in payments are considered indicators that the
accounts and bills receivable is impaired. The amount of the
provision is the difference between the asset’s carrying
amount and the present value of estimated future cash
flows, discounted at the original effective interest rate. The
carrying amount of the assets is reduced through the use of
an allowance account, and the amount of the loss is
recognised in the income statement within selling and
marketing costs. When an accounts and bills receivable is
uncollectible, it is written off against the allowance account
for trade receivables.

2.10Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits
held at call with banks, other short-term highly liquid
investments with original maturities of three months or less.
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2.11Share capital

Ordinary shares are classified as equity.

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

2.12Trade payables

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

2.13Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
stated at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption value
is recognised in the income statement over the period of
the borrowings using the effective interest method.

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

2.14Borrowing costs

Borrowing costs are expensed as incurred.

2.15Deferred income tax

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

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

2.16 Employee benefits

The Group’s contribution to the defined contribution
retirement schemes are expensed as incurred. The Group
has no legal or constructive obligations to pay further
contributions if the schemes do not hold sufficient assets to
pay all employees the benefits relating to employee in the
current and prior periods.

2.17 Provisions

Provisions are recognised when the Group has a present
legal or constructive obligation as a result of past events; it
is more likely than not that an outflow of resources will be
required to settle the obligation; and the amount has been
reliably estimated.

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

2.18 Government grants

Government grants are recognised at their fair value, when
there is a reasonable assurance that the grant will be
received and the Group will comply with all attached
conditions.
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2.18 Government grants (Continued)

Government grants relating to costs are deferred and
recognised in the consolidated income statement over the
period necessary to match them with the costs they are
intended to compensate.

Government grants relating to the purchase of property, plant
and equipment are included in non-current liabilities as
deferred government grants and are recognised in the
income statement on a straight-line basis over the expected
lives of the related assets.

2.19Revenue recognition

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

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

Revenue from the sale of goods is recognised when the
Group entity has delivered products to the customer, the
customer has accepted the products and collectability of the
related receivables is reasonably assured.

Interest income is recognised on a time-proportion basis
using the effective interest method.
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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 income statement on a straight-line basis over the
period of the lease.

2.21Dividend distribution

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

FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors

The Group's activities expose it to a variety of financial risks:
market risk (including foreign exchange risk, interest rate risk
and concentration of customers and suppliers risk), credit
risk and liquidity risk.

(i) Foreign exchange risk
The Group mainly operates in Mainland China and
exports its products mainly to Japan and Europe. Most
of the Group’s transactions, assets and liabilities are
denominated in RMB or USD. RMB is not freely
convertible into other foreign currencies.
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FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)

®

(i)

Foreign exchange risk (Continued)

Conversion of RMB into foreign currencies is subject to
rules and regulations of foreign exchange control
promulgated by Mainland China government. As at 31
December 2006, cash and bank balances (including
pledged bank deposits, bank deposits with initial term
of over three months and cash and cash equivalents)
of approximately RMB222,250,000 (2005:
RMB195,659,000), and borrowings of approximately
RMB140,000,000 (2005: RMB520,000,000) were
denominated in RMB. The remaining cash and bank
balances of approximately RMB51,926,000 (2005:
RMB388,147,000) and borrowings of approximately
RMB177,336,000 (2005: RMB38,737,000),
respectively, were denominated in USD, Japanese Yen
("JPY") or Hong Kong Dollars (“HKD").

Foreign exchange risk arises from future commercial
transactions, recognised assets and liabilities and net
investments in foreign operations. The Group used
external forward foreign exchange contracts to manage
some of its foreign exchange risk.

Interest rate risk

The Group's income and operating cash flows are
substantially independent of changes in market interest
rates as the Group has no significant interest-bearing
assets. The Group's exposure to changes in interest
rates is mainly attributable to its bank borrowings. Bank
borrowings at variable rates expose the Group to cash
flow interest-rate risk. Bank borrowings at fixed rates
expose the Group to fair value interest-rate risk. Details
of the Group's bank borrowings have been disclosed in
Note 19.

The Group has not used any interest rate swaps to
hedge its exposure to interest rate risk.
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FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)

3.2

(i)

()

W)

Concentration of customers and suppliers risk

During the year ended 31 December 2006, the Group's
sales to top 5 customers accounted for approximately
79% (2005: 849%) of its total sales; the Group's
purchase from top 5 suppliers accounted for
approximately 36% (2005: 39%) of its total purchase.
The Group aims to maintain long-term relationship with
reputable customers and suppliers in the expansion of
its business.

Credit risk

As at 31 December 2006, approximately 62% of the
trade receivables was concentrated on the top five
customers (2005: 78%). The carrying amounts of cash
and cash equivalents, bank deposits with initial term of
over three months, pledged bank deposits, accounts
and bills receivable, and other current assets except for
prepayments, represent the Group’s maximum exposure
to credit risk in relation to financial assets. The Group
has policies that limit the amount of credit exposure to
any financial institutions. The Group has also policies in
place to ensure that the sales of products are made to
customers with appropriate credit history and the Group
performs periodic credit evaluations of its customers.
The Group's historical experience in collection of trade
and other receivables falls within the recorded
allowances.

Liquidity risk

Prudent liquidity risk management implies maintaining
sufficient cash and marketable securities and the
availability of funding through an adequate amount of
committed credit facilities. The Group aims to maintain
flexibility in funding by keeping committed credit lines
available.

Accounting for forward foreign exchange contracts

Forward foreign exchange contracts of the Group are initially

recognised at fair value on the date a forward foreign

exchange contract is entered into and are subsequently

remeasured at their fair value. Changes in the fair value of

the

forward foreign exchange contract are recognised

immediately in the income statement.
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FINANCIAL RISK MANAGEMENT (Continued)

3.3 Fair value estimation

The carrying amounts of the Group’s financial assets
including cash and cash equivalents, pledged bank deposits,
bank deposits with initial term of over three months,
accounts and bills receivable, other receivables, and amounts
due from related parties; and financial liabilities including
accounts and bills payable, other payables, amounts due to
related parties, and short-term bank borrowings, approximate
their fair values due to their short maturities. The face values
less any estimated credit adjustments for financial assets
and liabilities with a maturity of less than one year are
assumed to approximate their fair values.

The fair value of financial assets and financial liabilities for
disclosure purposes is estimated by discounting the future
contractual cash flows at the current market interest rate
available to the Group for similar financial instruments.

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

Estimates and judgements are continually evaluated and are
based on historical experiences 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.

(a) Useful lives of plant and equipment

The Group's management determines the estimated useful
lives and consequently related depreciation charges. This
estimate is based on the historical experience of the actual
useful lives of plant and equipment of similar nature and
functions. It could change significantly as a result of technical
innovations and competitor actions in response to severe
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.
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4. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS
(Continued)

(b)

()

(d)

Estimated impairment of property, plant and
equipment and land use rights

The Group assesses annually whether property, plant and
equipment and land use rights have any indication of
impairment, in accordance with the accounting policy stated
in Note 2.7. The recoverable amounts of property, plant and
equipment have been determined based on value-in-use
calculations, while that of land use rights has been
determined with reference to independent valuations. These
calculations and valuations require the use of judgement
and estimates.

Estimated impairment of receivables

The Group records impairment of receivables based on an
assessment of the recoverability of accounts and bills
receivable and other receivables. Provisions are applied to
accounts and bills receivable and other receivables where
events or changes in circumstances indicate that the
balances may not be collectible. The identification of doubtful
debts requires the use of judgement and estimates. Where
the expectation is different from the original estimate, such
difference will impact carrying value of accounts and bills
receivable and other receivables and doubtful debt expenses
in the period in which such estimate has been changed.

Estimated write-downs of inventories to net realisable
value

The Group writes down inventories to net realisable value
based on an assessment of the realisability of inventories.
Write-downs on inventories are recorded where events or
changes in circumstances indicate that the balances may
not be realised. The identification of write-downs requires
the use of judgement and estimates. Where the expectation
is different from the original estimate, such difference will
impact carrying value of inventories and write-downs of
inventories in the years in which such estimate has been
changed.

5. REVENUE AND SEGMENT INFORMATION

The Group is principally engaged in one business segment, the
manufacture and sale of knitwear products, and most of its
operations and assets are located in Mainland China. Therefore,

no business segment or geographical segment is presented.
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6. THERE-XKHE 6. LAND USE RIGHTS - GROUP
ZEEXREF —TERF
2006 2005

%N Cost
F 1)) At beginning of year 56,921 55,856
NE Additions 63,608 16,195
W iE — XM 8 AR (A aE300b)) Acquisition of a subsidiary (Note 30(b)) 14,656 =
& Disposals - (9,458)
R-ZZEETRFRA=+—H Distributions to equity

MR ERE AEL B DK holders on 31 May 2005 - (5,672)
F IR At end of year 135,185 56,921
ES Accumulated amortisation
F 9] At the beginning of year 1,463 1,675
FEEH Amortisation for the year 1,348 775
k-2 Disposals - (592)
RZEERFRAA=1T—H Distributions to equity

MR HERE B AE R H) 9 R holders on 31 May 2005 - (395)
F At end of year 2,811 1,463
8RO B Net book value
FR At end of year 132,374 55,458
F 1) At beginning of year 55,458 54,181
A PR A L3t 0 A RE I L B AP B OKBE - All of the Group's land use rights are located in Mainland China
+ b0 A HA B BN 2 B R ET T F 306 £ 50 with land use periods ranging from 30 to 50 years from the
FPEZE RZBTZRET-A=+—8" dates of acquisition. As at 31 December 2006, the remaining
BT L ERBN FASE47TETE - B land use periods are ranging from 45 to 47 years and expiring in

—ERFE_ZTHANFEER ° 2052 through 2054.
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7. V¥ -BERRE-FTEH 7. PROPERTY, PLANT AND EQUIPMENT - GROUP

HE B £E
BT R#H "E SET ] EEIR @t
Furniture,
Plant and fittings and  Construction
Buildings  machinery Vehicles  equipment in progress Total
R=EZE%-5-AH At 1 January 2005
KA Cost 148,898 849,503 30,788 40,876 298,665 1,368,730
2iHE Accumulated depreciation (17,278) (233,908) (14,119) (23,381) - (288,686)
REEE Net book amount 131,620 615,595 16,669 17,495 298,665 1,080,044
BE2-221%
TZRA=+-HLEE Year ended 31 December 2005
ENEEFE Opening net book amount 131,620 615,595 16,669 17,495 298,665 1,080,044
ERES Exchange differences 31 - (1) - - (32)
HE Additions 6,534 112317 3,564 9,461 316,900 448,576
ik Disposals (71,489) (3,969) (5,802) (152) (51,507) (132919)
HE-ZHBAA Disposal of a subsidiary - (199) - (30) - (229)
RZZTRFAA=1—H  Distrbution to equity
mREREAELND IR holders on 31 May 2005 (4,778) (1,264) (3,760) (1,346) - (11,148)
e Depreciation (10,541) (82,454) (2,784) (6,125) - (101,904)
R Impairment - 7,171 - - - 7,171
EEg4 Transfers 384,462 139,078 - - (523,540) -
FREEFR Closing net book amount 435,577 771,933 7,886 19,303 40518 1275217
R-F2EFT-A=1t—H At31 December 2005
KA Cost 451,033 1,084,519 16,249 39,458 40518 1,631,777
RitME Accumulated depreciation (15,456) (312,586) (8,363) (20,155) = (356,560)
FEFE Net book amount 435577 771,933 7,886 19,303 40,518 1275217
BE-225%
TZB=+-HLEE Year ended 31 December 2006
ENREFE Opening net book amount 435,577 771933 7,886 19,303 40,518 1275217
ERER Exchange differences (474) (856) (26) (12) - (1368)
AE Additions 14,017 289,412 7,090 13,027 179,620 503,166
KE-—RWBAA Acquisition of a subsidiary
(Kiz#30(b)) (Note 30(b)) - - - - 4,844 4,844
e Disposals = (2,016) (37) - - (2,053)
e Depreciation (22,335) (109,876) (2,550) (7,014) - (141,775)
LER Transfers 101,580 19,793 - - (121373) -
EREEFE Closing net book amount 528,365 968,390 12,363 25,304 103,609 1,638,031
R=Z2ZxE+=A=1t—H At31 December 2006
KA Cost 566,129 1,380,390 23,136 52,148 103,609 2,125,412
2iHE Accumulated depreciation (37,764) (412,000) (10,773) (26,844) - (487,381)
REFE Net book amount 528,365 968,390 12,363 25304 103,609 1,638,031
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7. Y% -BERRE-XEE (&) 7.

TIHREFAGRAEBERNTER LR

PROPERTY, PLANT AND EQUIPMENT - GROUP (Continued)

Depreciation expense and impairment loss have been charged

EE1E : to the consolidated income statements as follows:
—EERE —ETREF
2006 2005
5 & A A Cost of sales 132,786 94,302
— R RITHER General and administrative expenses 8,989 14,773
141,775 109,075

T B 18 22 B B9 4% 28 T [0 fft /B8 24 B 42 4t B9 8.

INVESTMENTS IN AND LOANS TO SUBSIDIARIES -

BEX—FEAT COMPANY
(a) RHMIBAREIKZE (a) Investments in subsidiaries
—EEAREF —TTRHF
2006 2005
?ﬁﬁ ! ;ﬁ&zﬁ : lnvestments, at cost:
— 3 ETRG — Unlisted shares 727,454 727,454

RZZEZRFEF+_A=+T—HNER

AMZEMT :

Ak

Company name

Top Always

EREMTBERRA
(Festal)
Ningbo Shenzhou
Knitting Co., Ltd.
(“Shenzhou Knitting")

TR AR L i B R
EABRHER
Place of
incorporation and
kind of legal entity

REBRUHE
BBREMEAT

British Virgin Islands,
limited liability company

TEAE SEBELE

Mainland China, wholly
foreign owned enterprise

The following is a list of the subsidiaries at 31 December
2006:

ERTRAHE TEXBREEHHY

Particulars

Fir s 2

of issued Principal activities and
share capital Interest held place of operation
E# &

Direct Indirect
30,002% T 100% - REER
USD30,002 100% — Investment holding
85,020,000% & = 1000% AR B A REBLE Jk SH B # A

REEmM

USD85,020,000 = 100% Manufacture and sale of

knitwear products in
Mainland China



8. MMBATMIRE RGBSR 8.

BEX-F2F @)
(a) RMBARKKE (&)

DNEEB

Company name

ERERARDLARAA

Ningbo Shixing Knitwear Printing
Co., Ltd.

ERELATEERRT

i

peall]

Ningbo Lele Printing Co., Ltd.

ERBABEERAF

Ningbo Yongmian Fashion
Garment Co., Ltd.

FRERHEARAT

Ningbo Shendie Fashion
Co,, Ltd.

Shenzhou (Cambodia) Co., Ltd.

([Shenzhou Cambodia )
Shenzhou (Cambodia) Co., Ltd.
(“Shenzhou Cambodia”)

BRATHBRERAF

Ningbo Dagian Knitting Co.,
Ltd.
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COMPANY (Continued)

INVESTMENTS IN AND LOANS TO SUBSIDIARIES -

(a) Investments in subsidiaries (Continued)

B L it B %
EARBNER
Place of
incorporation and
kind of legal entity

hEAE NEBELE

Mainland China, wholly
foreign owned enterprise

hEAE  NEBELE

Mainland China, wholly
foreign owned enterprise

hEAE - HAHRELE

Mainland China, foreign

equity joint venture
REARE  hINEERE
Mainland China, foreign

equity joint venture
REETE  IEBEELE
Kingdom of Cambodia,

wholly foreign owned

enterprise

hEAE NEBELE

Mainland China, wholly
foreign owned enterprise

ERTRARFE
Particulars

of issued

share capital

2,100,000 7T

USD2,100,000

140,000% 7T

USD140,000

10,000,000% 7T

USD10,000,000

5,000,000% T

USD5,000,000

5,033,806% T

USD5,033,806

15,080,000% 7T

USD15,080,000

Fir 5 R 4

Interest held

HE 8
Direct Indirect
- 100%

- 100%

- 100%

- 100%

- 91%

- 91%

- 100%

- 100%

- 100%

- 100%

FTEEBREERE

Principal activities and
place of operation

NGEETONCAEIE Y s g
PR m

Print and sale of knitwear
products in Mainland China

FFR B K e E B I 84 5 St 48
PR & m

Print and sale of knitwear
products in Mainland China

AR B KR L R S SR
R Em

Manufacture and sale of
knitwear products in
Mainland China

PAFR B K e B R S SR
fR%Em

Manufacture and sale of
knitwear products in
Mainland China

RRAEHEREEHE
R Em

Manufacture and sale of
knitwear products in
Cambodia

AR B KR B R S SR
R Em

Manufacture and sale of
knitwear products in
Mainland China
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(B=EiHs  TELERBARKTT)

(Amounts expressed in RMB'000 unless otherwise stated)

8. MMBATINIRE RGBSR 8.
BER-XAF (&)

(a)

(b)

R EBARBKRE (&)

DNREB

Company name

ERAMESBERRDA

Ningbo Linlin Knitting Co., Ltd.

ERERRGERAA
(&l B R )

Tuteng Textile (Ningbo) Co., Ltd.

("Tuteng Texitile")

ERATERABRAA
(TRT#LA])

Ningbo Dagian Import & Export
Co, Ltd. (“Dagian Import
& Export")

BNESERAA
(TeME5])

Shenzhou Trading Co., Ltd.
("Shenzhou Trading")

150 B B 2 W] 42 14 B B X

B 3L 3t B R
EABRNER
Place of
incorporation and
kind of legal entity

REARE NEBELE

Mainland China, Wholly

foreign owned enterprise

REARE NEBELE

Mainland China, Whally

foreign owned enterprise

hEAME  BREAEAA

Mainland China, limited

liability company

BB BREAAF

Hongkong, limited
liability company

RZETXE+=A=+—0 - AH

BRABIRHCZBEER(ZETHE
AR #526,079,0007T) AELA « &
BRESZEFAREN R GRMBTKA
REERHMMNE R_TTRFE+=
BA=+—H8 #®BTEBHOARE
364,105,0007C & A LI BB RIT
B EFEFTE

INVESTMENTS IN AND LOANS TO SUBSIDIARIES -
COMPANY (Continued)

(a) Investments in subsidiaries (Continued)

(b)

BRTRAFE
Particulars

of issued

share capital

HE

Direct

157,500% 7T -
USD157,500 =
4,000,000 T -
USD4,000,000 =

AR 1,500,0007 -

RMB1,500,000 -

100 T -

HKD100 -

Loans to subsidiaries

Fr 5 3%

Interest held

&

Indirect

100%

100%

100%

100%

100%

100%

100%

100%

TEERRBEHE

Principal activities and
place of operation

PR B K B B e N T st 45
BREEm

Manufacture and process of
knitwear products in
Mainland China

NGIETDNE3 ) ) I g
REEM

Manufacture and process of
knitwear products in
Mainland China

e miE

Import and export commodities

#ILOEMR

Import and export commodities

As at 31 December 2006, all loans to subsidiaries (2005:
RMB526,079,000) were unsecured, interest free and
settlement is neither planned nor likely to occur in the
foreseeable future. As at 31 December 2005, the remaining

balance of approximately RMB364,105,000 are unsecured
and bearing interest at Hong Kong Interbank Offer Rate.



T2 Bt JBB 2% B B 4% 25 % o0 Pt /BB 2 BT 4R 4 e
BEXR-FAF #&)

(c) FEITHIE R R FIR
R-EERER-_ZFTRFT+-_A=
T—H EBNAMBARZRER/ER
A 2EREERANEN R KEKD
PRAIEBERHMBE o

BEFBH-x5H

ERAAEAHTENGENNAEERE
HMBREEE  BREAEN S EE—
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INVESTMENTS IN AND LOANS TO SUBSIDIARIES -
COMPANY (Continued)

(c) Due to subsidiaries
As at 31 December 2006 and 2005, the amounts due to
subsidiaries were unsecured, interest free and settlement is
neither planned nor likely to occur in the foreseeable future.

DEFERRED INCOME TAX - GROUP

Deferred income tax assets and liabilities are offset when there
is a legally enforceable right to offset current tax assets against

BIBURE - RIRI IREFSHEERARE current tax liabilities and when the deferred income taxes relate
BREH - to the same fiscal authority.
—EEARE —ETRF
2006 2005
FEFRIEEE ¢ Deferred tax assets:
— B 12E A AkE 2 — Deferred tax assets to be
RIERIBE E recovered within 12 months 921 1,031
EEFIBEE E Deferred tax liabilities:
— #1218 A REER — Deferred tax liabilities to be
ZIEETRIEAE settled within 12 months (212) (755)
709 276

BIEFSHRE 2@ZEHIT

The gross movement on the deferred income tax accounts is as

follows:

—EBEARFE —TERF
2006 2005
F 47 At the beginning of year 276 (24)

iR & Bm &k N ER Recognised in the consolidated
(Kt #x26) income statement (Note 26) 433 1,040

R-ZZEZERFERA=+—H Distributions to equity

M AR HE R B A H) 9 R holders on 31 May 2005 - (740)
FR At the end of year 709 276
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9. BEMSBH —FKE (&) 9.

BEXERBEERBBERFAZEE CRat Rk
RIBRBH R A2 AR T

(i) EXEmMEHEE

DEFERRED INCOME TAX - GROUP (Continued)

The movement in deferred tax assets and liabilities during the
year, without taking into consideration the offsetting of balances

within the same tax jurisdiction, is as follows:

(i) Deferred income tax assets

nE - BE
ES 4 2t
REEEE BERE R 3¢ 4 Htt @zt
Provision for
impairment
Provision for  of property,  Provision for
doubtful plant and write-down
accounts equipment  of inventories Others Total
ﬁ‘é:??ﬁﬁ A— At 1 January 2005 335 = = 335 670
REEBHERNER Recognised in the consolidated
income statement - 592 414 95 1,101
“TTRFERA=T—H  Distributions to equity
m RERABAMEL RS IR holders on May 31 2005 (335) - - (405) (740)
RZZZRE
+=A=+-H At 31 December 2005 - 592 414 25 1,031
RESBRRARR Recognised in the consolidated
income statement - (110) - - (110)
RZZERF
+-A=+-H At 31 December 2006 - 482 414 25 921
(i) EXFREHEE (ii) Deferred income tax liabilities
RO RE R
ZEHMIESHN

Forward foreign exchange

contracts at fair value

R-_ZEERFE—H—H At 1 January 2005 694
NMEEBEERAER Recognised in the consolidated income statement 61
RZZEZERF+-_A=+—H At 31 December 2005 755
RirE 1B Rk NER Recognised in the consolidated income statement (543)
R-ZZBEERE+T_H=+—H At 31 December 2006 212
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10. #E — X 5KH 10. INVENTORIES - GROUP
—EEAE  C—TTHF
2006 2005
R+ #t Raw materials 134,276 104,171
M Work in progress 278,666 219,229
UK fh Finished goods 15,254 42,801
428,196 366,201

11.

FEKA AR 340,483,000 (ZEE
AE : AR®1,902,484,0007T) B R A
X Wt AHEKRAR -

The cost of inventories recognised as expense and included in
cost of sales amounted to RMB2,340,483,000 (2005:
RMB1,902,484,000).

FEWBRAR R FEUT 48 — K& 11. ACCOUNTS AND BILLS RECEIVABLE - GROUP
—EEXRE —ETHEF
2006 2005
& U BR 3R Accounts receivable 204,875 117,560
W E & Bills receivable = 76,000
204,875 193,560

EWERAREREENEAEEZEQAE
HE e

AEBEREHHEAEABET - HHHK
BA—RHB1Z6@ANEES - BIKER
RAREREEORESTNOT

The carrying amounts of accounts and bills receivable
approximated their fair value.

Majority of the Group's sales are covered by letters of credit. The
remaining amounts are generally granted with credit terms of 1
to 6 months. The ageing analysis of accounts and bills receivable

is as follows:
—EEXRE —ETREF
2006 2005
0Z6fE A 0 to 6 months 204,717 193,538
68l A =14 6 months to 1 year 158 22

204,875 193,560
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1. BRI REKRER - F8RE (&) 11. ACCOUNTS AND BILLS RECEIVABLE - GROUP (Continued)
RZBEERNF+_A=+—H ' BIRER At 31 December 2006, the accounts and bills receivable were
REWZEEE AT E,ETE denominated in the following currencies:

—EBXRF —ZERF

2006 2005

RE% AR JRE AR®
Fr FTrE#E Tt TR
Original RMB Original RMB
currency equivalent currency equivalent
in ‘000 RMB’'000 in ‘000 RMB'000
ET usD 22,359 174,596 13,743 110,906
AR RMB 30,279 30,279 82,344 82,344
BT EURO - - 32 310

204,875 193,560
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12. PREPAYMENTS AND OTHER RECEIVABLES

N VYN
Group Company
“EERE —ETHE ZEERE —ZETRHE
2006 2005 2006 2005
BNRBERRS Prepayments and deposits
— RERM — Purchase of raw materials 10,421 30,542 - =
—BEHARE ~ Purchase of export quotas 6,813 = = =
— HAth ~ Others 931 1,055 - =
JE W E B TR 5K VAT refund receivable
(K zta) (note a) 22,713 9,883 = =
BN E S BREIME Forward foreign exchange
EHEN (MiE3.2) contracts at fair value
(Note 3.2) 4,583 9,154 - -
JE U B 1T AR 19 Receivables of proceeds from
P15 718 issue of shares - 10,969 = 10,969
& e i 5. Dividends receivable - - 379,273 211,530
] Y = B ER BT 45 7R Current income tax recoverable 6,421 = - =
H 4 & U 3R IE Other receivables 13,463 4,420 100 =
65,345 66,023 379,373 222,499

(a) EWEEBEBXK :

AEEAHEMNEERAZRTH

REEsgEN (EER]) -

ETRIEED

A SH IR E TR P HIRR - BAIEED
Ty SRR E T & Al HURAE TR BT 2
FHER  AEENANFEERARER

17% ° BLONSE T &
BEOERNAR - -

 REBEBREA

RITERE

BEBRKAE  ERAKEMETH
SMERI R RIHREERAEEEZEAF
FRETRIBEN RN BRAEHER

11%% 13% °

1t JR& L2 5K TR ) B T £

(a) VAT refund receivable:

The Group's sales of self-manufactured products are subject
to Mainland China Value Added Tax (“VAT"). Input VAT on
purchases can be deducted from output VAT. VAT payable is
the net difference between output and deductible input VAT.
The applicable tax rate for domestic sales of the Group is
17%. For export sales, the Group has obtained approval to
use the “exempt, credit, refund” method in settling VAT
relating to goods exported, which exempts the Group from
output VAT for its export sales and entitles the Group for a
refund of the relevant input VAT at the rates from 11% to
13%.

The carrying amounts of prepayments and other receivables
approximated their fair value.
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13. FHERRTER - RE

13. PLEDGED BANK DEPOSITS - GROUP

—EBAE —ZTERF
2006 2005
FHRRE TRITOFEZIERRT Deposits placed in certain banks as
RHETESMEFEEZER collaterals against certain trade finance
facilities granted by banks 182 2,310

HENEZREGEIZARNHERS
BREDERABNRITRRE

() FEMTXOMEFIFHNES
0.90% (=ZZTHF : 0.74%) °

(i) RZZEZTRF+_A=+—8 " B&
WFE R T ERE -

The corresponding trade finance facilities mainly represent bank
guarantees for notes payable to suppliers and letter of credits for

import.

(i) The weighted average interest rate for pledged deposits was
0.90% (2005: 0.74%) per annum.

(i) At 31 December 2006, the pledged deposits were
denominated in currencies as follows:

—EEXRE —ETETRF
2006 2005
RE% AR JRE # AR
Frx FrEH T FrERE
Original RMB Original RMB
currency equivalent currency equivalent
in ‘000 RMB’000 in ‘000 RMB'000
AR RMB 102 102 2,221 2,221
ETT usD 10 78 11 86
BT EURO 0.2 2 0.2 3
182 2,310
14 REeERBEEEED 14. CASH AND CASH EQUIVALENTS
rE ¥ NN
Group Company
—EETAREF —ETREF —EEXREF —ETREF
2006 2005 2006 2005
RITFEHX L FEEIE S  Cash at bank and in hand 266,843 294,407 6,941 3,820
FHALIR=EADN Short-term bank deposits
FEHEIRITER with initial terms of less
than three months 7,151 265,394 - -
273,994 559,801 6,941 3,820




14. RERBFALEFR/Y (&)

0]

(i)

BITFEROMEFHERFNEA
0.86% (ZZEZHF : 0.91%) ° FH ¥
HAOR =R &R HRITE KA I
FTHEBRFENE B4150( TR

4 1 387%) ° Lt FRFH308 7
Hi o
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14. CASH AND CASH EQUIVALENTS (Continued)

(i) The weighted average effective interest rate for cash at bank
was 0.86% (2005: 0.91%) per annum. The weighted
average effective interest rate on short-term bank deposits
with initial terms of less than three months was 4.15%
(2005: 3.87%) per annum; these deposits have an average
maturity of 30 days.

RZZEZERF+-_A=+—10 ' He (i) At 31 December 2006, the cash and cash equivalents were
MR EBYWA T EETIE denominated in currencies as follows:
r5H N
Group Company
ZEBERE “TTRF ZEBERE “ZThFE
2006 2005 2006 2005

RE¥% AR¥ REE AR® RE® AR¥ RE% ARK
Trn TrE# Tr TrE# Trn TrEs® Tr TrEs#
Original RMB  Original RMB  Original RMB  Original RMB
currency equivalent  currency equivalent  currency equivalent  currency equivalent
in ‘000 RMB'000 in‘000  RMB'000 in ‘000 RMB'000 in ‘000  RMB'000

BOGFRTFERE Cash at bank and in hand
- AR - RMB 222,148 222,148 163438 163438 - - = -
-X - USD 4,044 31,578 15,295 123,432 - - - -
- - HKD 12,912 12,973 7,182 7471 6,909 6,941 3,672 3,820
—Hff - Others 144 66 - - - -
266,843 294,407 6,941 3,820

FHROR=EA Short-term bank deposits

MEBETER with initial terms of less

than three months

-X7 - USD 916 7,151 - = - - = =
N - RMB - - 10000 10,000 - - = -
-BT - HKD - - 245500 255394 - - = =
1,151 265,394 - -
273,994 559,801 6,941 3,820
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15. & 15. SHARE CAPITAL
EERAFRO1ET

Authorised share capital of HKD 0.1 each

R # A

Number

of shares
TR FHET AR T T
'000 HKD'000 RMB'000
AR B EE B S B Upon incorporation of the Company 3,900 390 406
RZZZHF T ANAEM Increase on 9 October 2005 2,996,100 299,610 311,594

RZZETRFER_ZTZTRF

+=—A=+—H As at 31 December 2005 and 2006 3,000,000 300,000 312,000

ERTRBAEERIET
Issued and fully paid up of HKD 0.1 each

RHEE
Number
of shares
Tz FA&T ARBETF T
‘000 HKD'000 RMB'000
RZZEZERF L AR HEIT  Issued on 5 July 2005 0.01 - -
RZZEZTRAF+ANBESIT Issued on 9 October 2005 234 23 24
BIREE R A FAEEET Issue pursuant to the placing and
public offer 345,000 34,500 35,946
i% 17 4 B & A1k Capitalisation of share premium 899,765.99 89,977 93,747
RZZEZERFRZZZRF
+=-—A=+—H As at 31 December 2005 and 2006 1,245,000 124,500 129,717
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16. RESERVES
A& GROUP
BR
BRAEE RAfE EELAE  EXEE  REEN  AHRE @t
Proposed
Share Capital ~ Statutory Translation Retained final
premium reserve reserves  differences earnings dividend Total
(Hzta)
(note a)
R-EThE—-A—H At 1 January 2005 - 611475 82,537 - 577,324 - 1271336
REEH A Profit for the year = = = = 351,487 = 351,487
REMETRITRA Issue of shares pursuant
to the new issue 907,626 - - - - - 907,626
RipBTHA Share issue costs (51,380) - - - = = (51,380)
RipEBEAL Capitalisation of
share premium (93,747) = = = = = (93,747)
HE-ZX2EHBEAH Disposal of a
wholly-owned subsidiary - (745) (719) - - - (1,464)
WEDHR R R Purchase of minority interests - (1,776) = - = = (1,776)
BERBRERN Transfer from retained eamings - = 92,279 - (92,279) = =
R = Translation differences - - - (1370) - - (1370)
SEETELREM Dividends paid by group
EERREREA companies to their
R 2 RS then equity holders = = = - (292549) - (292549)
RZZTRFERA=+—H Distributions to equity
mRESBAEHRRDIE  holders on 31 May 2005 - (343894)  (108523) - (63,441) - (515858)
ZSTRERIK Proposed final 2005
RER S (3E29) dividend (Note 29) - - - - (25,903) 25,903 -
RZZZRF
+-A=+-H At 31 December 2005 762,499 265,060 65,574 (1,370) 454639 25,903 1,572,305
RERH A Profit for the year - - - - 389,031 - 389,031
AARARE Dividends paid to the
R 2 RS Company's shareholders - - - - = (25903)  (25903)
BREREEN Transfer from retained eamings = = 2,237 - (2,237) = -
ERER Translation differences - - - (3,348) - - (3,348)
ZEERERE Proposed final 2006
RHRE (FraE29) dividend (Note 29) - - - - (187628) 187,628 -
RZZZRE
+-A=+-H At 31 December 2006 762,499 265,060 67,811 (4718) 653,805 187,628 1,932,085
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16. i&fE (&)

@) EEAH
7% 4 8 75 7 B A o R A ST Y B
RAEE S RS A L R A RE

FREADIKFBR - BETEAEAE

EEHD EE € ”TE%%&*"% G (s
DEMBEDLL - RREBETEKEERHR
%%ﬁfﬁiﬁi CHRBABEREARNE
FEHNREE ZRFLEETAMN
HHRFEE  BNER - HFRIE

A EESBEN  RFQ
mE - MAAAREREAD

EetE
Dk °

16. RES

(@

ERVES (Continued)

Statutory reserves

Subsidiaries of the Group incorporated in Mainland China
are required to make appropriations to certain statutory
reserve funds after offsetting accumulated losses from prior
years and before profit distribution to equity holders. The
percentages to be appropriated to such statutory reserve
funds are determined according to the relevant regulations
in Mainland China, or at the discretion of the board of
directors of the respective companies. Such statutory reserve
funds, depending on their nature, can only be used to offset
accumulated losses, to increase capital, or for special bonus
or collective welfare of employees. They can not be
distributed to equity holders.

Y, /N COMPANY
BIK
RGEE EXEE RIEHR RKREEF REKRE @t
Proposed
Share Translation Capital Retained final
premium differences surplus earnings dividend Total
i)
(note b)
RZFTRF—A—H At 1 January 2005 = = - - - -
AEEZFHHE Profit for the year - - - 213,753 = 213,753
BB ET Issue of Shares pursuant
BRkM to the New lssue 907,626 = = = = 907,626
R 17 B AT B Share issue costs (51,380) - = = = (51,380)
B EEEAL Capitalisation of
share premium (93,747) - - - - (93,747)
EHERNFE Effect of reorganisation = = 727,430 = = 727,430
EXEZH Translation differences - (1,370) - - - (1,370)
“TERFEIR Proposed final 2005
RER B (H#29) dividend (Note 29) - - - (25,903) 25,903 -
—ZTHF
‘|’— A=+—H At 31 December 2005 762,499 (1,370) 727,430 187,850 25,903 1,702,312
AERZFHHE Profit for the year - - - 196,984 = 196,984
MARRRR Dividends paid to the
AT AR S Company's shareholders - - - = (25,903) (25,903)
E )GL =8 Translation differences - (40,342) - - - (40,342)
ZTEAFEIR Proposed final 2006
RERR B (Hfz29) dividend (Note 29) - - - (187,628) 187,628 =
RZBENEF
+-A=1+—"H At 31 December 2006 762,499 (41,712) 727,430 197,206 187,628 1,833,051




16.

17.

f#fw (&)

(b) B% 7 Z £k
BRABREEERAARARNN_ZT
AFET-AEERETAREEEE
HAUBHEBLARERAHEEFER
ARREREBRTRAHENEZRE -
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16. RESERVES (Continued)

(b) Capital surplus
The capital surplus represents the difference between the
then combined net assets value of the subsidiaries acquired
pursuant to the group reorganisation in preparation for the
listing of the Company's shares on the Main Board in
November 2005, and the nominal value of the share capital
of the Company issued correspondingly.

ERERRARERER -FKE 17. ACCOUNTS AND BIILS PAYABLE — GROUP
=t £ G
2006 2005
JE 5% B 5K Accounts payable 137,362 119,279
ER R iR Bills payable 122,483 25,500
259,845 144,779

ENERREENRENREDTT

Ageing analysis of accounts and bills payable is as follows:

—EEARF —ZETRHF

2006 2005

0ZE6fE A 0 to 6 months 258,988 136,718
618 A =14 6 months to 1 year 811 1,099
1FEE2F 1 year to 2 years 20 6,908
2F LA E Over 2 years 26 54

259,845 144,779
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17. BEHERRRECGRR -4ARE (&)

18.

RZZEZEXRFE+TZA=+—8 ' BNFHEX

RENERATIERE :

17. ACCOUNTS AND BIILS PAYABLE - GROUP (Continued)

At 31 December 2006, the accounts and bills payable were
denominated in currencies as follows:

2 —TERF
2006 2005

RE% AR RE# AR
Fr TrREHE TT TLER
Original RMB Original RMB
currency equivalent currency equivalent
in ‘000 RMB’000 in ‘000 RMB'000
AR RMB 239,272 239,272 126,784 126,784
ETT usbD 2,597 20,276 1,956 15,784
H JPY 1,970 129 12,765 877
BT EURO - - 139 1,334
BT HKD 167 168 - -
259,845 144,779

BstREREBEARIE-FRE

18. ACCRUALS AND OTHER PAYABLES - GROUP

ZEERF —TERF
2006 2005
BERE® Customer deposits 2,988 3,638
FEEH R X Accrued expenses 78,704 81,646
BEWE  BEREHD Payable for purchase of property,
JE S 3R IE plant and equipment 30,868 6,595
FHEETIRZRESR Guarantee deposits in relation to
construction projects 4,400 -
WE—RMEBAR 2 Payable for acquisition of
FERT R IE (K E30(b)) a subsidiary (Note 30(b)) 16,467 -
Hits Others 8,738 8,162

142,165 100,041
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19. RITEE -FKRE 19. BANK BORROWINGS - GROUP
ZEBEXRE —ZETRHF
2006 2005
R Unsecured:
mE Current 317,336 558,737
AEBRTEENREES AT : An analysis of the carrying amounts of the Group's bank
borrowings is as follows:
ZEBEXRE —ZETRHF
2006 2005
AR RMB
— & & A & — at fixed rates 140,000 520,000
ETT usb
— [E 7 F — at fixed rates 87,067 =
— F B F X — at floating rates 90,269 38,737
177,336 38,737
RIEE Total borrowings
— [& E F — at fixed rates 227,067 520,000
— F B FI X — at floating rates 90,269 38,737
317,336 558,737
REL  MEFAEREMEWT The weighted average effective interest rates per annum at year
end are as follows:
—EEXRE —EERF
2006 2005
AR RMB 5.38% 5.30%
ETT usb 6.26% 5.48%
RITEENRAEREAREES ° The carrying amounts of bank borrowings approximate their fair

values.
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19. SRITHEE —F%RE (&) 19. BANK BORROWINGS - GROUP (Continued)
REL  AEERFE FIRERNEER The Group has the following undrawn borrowing facilities at year
54 end:
ZEERF —TERF
2006 2005
FEAE-—R—FANEW Floating rate — expiring within one year 1,540,181 1,330,048
20. FUESENER 20. EXPENSES BY NATURE
FIRHERR « DEHAAN—RRITHE Expenses included in cost of sales, distribution costs and general
RANBRAS AT and administrative expenses are analysed as follows:
ZBEXRE —ZETHF
2006 2005
E  BHEIEERX Depreciation, amortisation
and impairment expenses 143,123 109,850
REBFFAZ (M iF24) Employee benefit expense (Note 24) 547,889 402,999
Sl m R ERMBTFEE Changes in inventories of finished
goods and work in progress (31,890) (86,560)
BT B R 1 # J2 08 7% Raw materials and consumables used 1,619,988 1,403,272
AARX Utilities 189,113 159,799
5 & MOR B & Provision for write-down of inventories = 3,238
MELEHERS Operating lease expenses for properties 13,263 10,854
ks Commission 11,787 20,562
i 8 A 2 Transportation expenses 14,655 10,148
EIRFE X Traveling expenses 5,199 3,934
b R/NE I Office expense 12,488 9,045
R B A Entertainment expenses 4,849 5,515
1% £ R B & Auditors’ remuneration 2,000 1,700
BT A H ftb ¥ & Other materials used 18,144 13,051
RO RREE Reversal of provision for doubtful accounts - (2,158)
Hib Other expenses 10,554 19,489
HBEHE KA ~ 5 8K AR Total cost of sales, distribution costs and
—MEITHRER general and administrative expenses 2,561,162 2,084,738




21.

22.

23.
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Hib W A 21. OTHER INCOME
—BEARE —ZETHF
2006 2005
X #8 Bh (Mf ata) Government grants (note a) 4,235 18,509
AR ERERR R E S Gain from change in fair value of forward
SNERA R BB S DME foreign exchange contracts at fair value
Was (ffaE3.2) through profit and loss (Note 3.2) 4,583 1,784
8,818 20,293

(@) MM EREEBRTE TAKE 2H
Bp o

(a) Government grants mainly represent bonus granted by local
government to the Group.

H it B548F & 22. OTHER LOSSES, NET
—EEXRE —ETHF
2006 2005
BE 5, 5 18 % & Foreign exchange losses, net 6,139 5,149

HEWE BERIKEBERIRE Loss on disposal of property, plant

and equipment, net 444 6,459
HE—R2EWBRRIMNEE Loss on disposal of a wholly-owned subsidiary - 465
Hh Others (304) -
6,279 12,073
BABEFAGEREREEF 23. RETIREMENT BENEFIT SCHEMES AND HOUSING

113

BENEFITS
—EEARE —ZETRHF
2006 2005
Bmxe R Income statement charge for
—RIRE R gt 5k (B 224) — Retirement benefit contributions
(Note 24) 18,963 12,586

AEBRPEAENEZREEXYZEHK
FFE B RIKE 5 BIPTIRIE - IWRZFFT
3 AEEAREEFABENETES
HAETNBRERE LR AEERBRER
BAMER  XABEBBRTERER -

The retirement benefits of full time employees of the Group in
Mainland China are covered by various government-sponsored
pension plans under which the premiums and welfare benefit
contributions that should be borne by the Group are calculated
based on percentages of the total salary of employees, subject
to a certain ceiling, and are paid to the relevant government
authorities.
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23. BKREBEFFEIRERERN (&) 23. RETIREMENT BENEFIT SCHEMES AND HOUSING

RPBERENEBEETEEL2ESZER
FEBNEEAER - AKRBEZARZSE
RESEHHERK -

REBIRBER BT ATBERFEEIIRNE
BREERZEBHEAE S RKRENF
g ([rEestd) 2cBES2E -—FRAEMHR
RBREEFTE - URXDREEELAF 22
XEBD LN - WARERE S ER B
EAXNEREBERIEG - BREet8z
BEFA-—HBUEBEZESRN  BEAK
BeBEIRREA - AEEREZHFR
ARBESEELEEIETE2EBNESR

—RARBEIEEMEA LN ZERE A
A)Shenzhou CambodiaZB 1R 1% & 8 & th # &8
2R TEERIEB Z % < AR K EF &8
o BEEEEMKBE R EEAT=Z
BEARRNAZHEER -

Bk L XX Pt e sRoN » NEBE AR
R EBHIEELAEENER -

24. EERAMAX

BENEFITS (Continued)

Full time employees in Mainland China are also entitled to
participate in various government-sponsored housing funds. The
Group contributes on a monthly basis to these funds.

The Group also participates in a defined contribution Mandatory
Provident Fund retirement benefits scheme (the “MPF Scheme”)
in Hong Kong under the Mandatory Provident Fund Schemes
Ordinance, for those employees who are eligible to participate in
the MPF Scheme. Contributions are made based on a percentage
of the employees’ basic salaries and are charged to the income
statement as they become payable in accordance with the rules
of the MPF Scheme. The assets of the MPF Scheme are held
separately from those of the Group in an independently
administered fund. The Group's employer contributions vest fully
with the employees when contributed into the MPF Scheme.

Shenzhou Cambodia, a wholly-owned subsidiary incorporated in
Kingdom of Cambodia, is required to contribute amounts based
on employees’ salaries to the retirement benefit scheme as
stipulated by relevant local authority. The employees are entitled
to the Company’s contributions subject to the regulation of the
local authority.

The Group has no further obligation for post-retirement benefits
or housing funds beyond contributions in respect of the above.

24. EMPLOYEE BENEFIT EXPENSE

—EBXRE —TTRF

2006 2005

ITENF® Wages and salaries 521,909 385,280
AR RAR F R Retirement benefit contributions 18,963 12,586
H fib 18 I Other welfares 7,017 5,133

547,889 402,999




24. GERFIFARZ (&)

(a) E=REREEEME

ARABBEEENFANMEHI W
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24. EMPLOYEE BENEFIT EXPENSE (Continued)

(a) Directors and senior management’s emoluments
The emoluments of every Director of the Company during

T @ the year are set out below:
BEERE wE HEeREYM BRIRGHEMRK et
Contribution
Salary and to pension
Name of Director Fees allowance scheme Total
—EEXRF 2006
HITEF Executive Directors
—BREEELE — Mr. Ma Jianrong - 739 6 745
—EmEAMELE — Mr. Huang Guanlin - 583 4 587
—BLCMEE — Mr. Ma Renhe = 447 4 451
—REFEE — Mr. Chen Zhongjing = 444 4 448
— B g+ — Ms. Zheng Miaohui - 427 = 427
— 2,640 18 2,658
BN TESE Independent
Non-executive Directors
— B EE — Mr. Qian Feng 60 10 - 70
— BRSELE ST EE — Mr. Zong Pingsheng 60 10 = 70
—EEREE — Mr. Dai Xiangbo 60 10 = 70
180 30 = 210
180 2,670 18 2,868
—EZRF 2005
HITEFE Executive Directors
—-BREREE ~ Mr. Ma Jianrong - 739 6 745
—mEAMEE — Mr. Huang Guanlin - 582 4 586
—BLEMmEE - Mr. Ma Renhe - 447 4 45]
—PRAFELE — Mr. Chen Zhongjing - 444 4 448
—BYEL+ — Ms. Zheng Miaohui - 429 3 432
- 2,641 21 2,662
BIHRITEF Independent
Non-executive Directors
— B A - Mr. Qian Feng 5 7 = 12
—REERE — Mr. Zong Pingsheng 5 7 - 12
—EEREE — Mr. Dai Xiangbo 5 2 = 7
15 16 - 31
15 2,657 21 2,693
REBEZ_ZFZF X AE+= No Directors waived any emoluments during the years ended
A=+—RAIE MaEEEREL 31 December 2006 and 2005.
A& o
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24. EEEHMEAX (&) 24. EMPLOYEE BENEFIT EXPENSE (Continued)
(b) Five highest paid individuals
Among five highest paid individuals, four (2005: four) are
Directors of the Company, whose emoluments are detailed

(b) EEBREHFMAL
BEBBHMALS 0% (CEEE
FimE) AAATEE  BEZHE
RBERR EXWEE  BE-EEX
FR-FERE+-A=+—HIEF
BOEABT—ALHBenT

in note (a) above. The emoluments payable to the remaining
one individual for the year ended 31 December 2006 and
2005 are as follows:

—EEXRE —ZETHF
2006 2005
e MoERL Salary and allowance 456 444
RRET B4t Contribution to pension scheme 8 8
464 452
25. ME R A FHE 25. FINANCE COSTS, NET
—BRAEF —ZTRF
2006 2005
MEFRX —BEREFABE Interest expense — Bank borrowings wholly
BENBITEE repayable within five years 15,081 53,164
BMEKA —FEUWA Finance income — Interest income (3,421) (2,479)
BB R H R Net finance costs 11,660 50,685
26. i BB X 26. INCOME TAX EXPENSE
ZEERF —TERF
2006 2005
B K BE R ZE PSR Mainland China enterprise
(IEEmFH) income tax (“EIT") 19,434 3,469
EIERIE (M E9) Deferred taxation (Note 9) (433) (1,040)
19,001 2,429

ARABEARBN KM BRI KFHE
HMEBMES BEMBZM T BATEHN

of incorporation.

The Company and Top Always, a subsidiary of the Company, are
exempted from payment of income tax in their respective places



26. IRHBAX (&)

KA B RERZAME AR HB N 16.5%
EI3HEMBEMSH - RATHELRD
N Bt R B RREEM A S BN IR E
TCENMNBARCETEAESBEREE
BE A3 - REF B AEEA RN
BEMNEBBARER - R E W EER
FEAEHERAFFELEENAE RD AR
BEBZERE)RERCHMNDEMS
B REBE=FZHELEMBSHRELE
H o

BIBEHE  ERBEETEEMEKINEZE
Bff B ‘A &) Shenzhou CambodiaZ8 #% 9% 7% &
BT - WA R B AR FE 2R
Fris®i o

ERBEAMAYNEZEHRBRARRMNES
BIZ17.5%FEHERNEBE £
FERBABEHANFEH - FARNQ AL E
REBELETAERBFE MU ERE
RS BRI -

AN 55 (B BR B A F) O A B T8 R AR B K E A R
FREMEEFOHREFENEREERZE
I N
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26. INCOME TAX EXPENSE (Continued)

The subsidiaries established in Mainland China are subject to EIT
rates ranging from 16.5% to 339%. Except for Dagian Import &
Export, other subsidiaries, being incorporated as foreign
investment enterprises in Mainland China, have obtained
approvals from the relevant tax authorities in Mainland China for
their entitlement to 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.

Shenzhou Cambodia, a wholly-owned subsidiary incorporated in
Kingdom of Cambodia under the Law on Taxation, is subject to
income tax at a rate 9% and is entitled to be exempted from
income tax for the first four profit-making years.

Shenzhou Trading, a wholly-owned subsidiary incorporated in
Hong Kong, is subject to a profits tax rate of 17.5% on the
estimated assessable profits arising in Hong Kong. No provision
of Hong Kong profits tax has been made as the company did not
generate any assessable profits arising in Hong Kong during the
year.

The tax on the Group's profit before tax differs from the
theoretical amount that would arise using the weighted average
tax rate for companies in Mainland China as follows:

—BEAE —TERF

2006 2005

R BT 15 753 B 7 8 Profit before income tax 409,247 355,774

FEABECEMESHMEFIIBE  Weighted-average EIT rates in Mainland China 17.1% 16.7%

BNEFEREGTENTIE Tax calculated at the weighted average tax rate 69,952 59,261
HReMENTE Effect of tax exemptions (51,599) (59,304)

R ABRLERIBEE 2 HIBEE Tax losses not accounted for deferred tax assets - 969

AR A TR IR A Expenses not deductible for tax purposes 648 1,503

HEEH Tax charge 19,001 2,429
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27.

28.

29.

AT IRERT A EGFIE

RARABHERRBEEN AR RIRERS
AFEAERE A AR 196,984,0007T (==
TRHE : AR¥213,753,0007T) °

55

FEBREARBFDIZBAQRRERS
ANEEERE %IJ/FEJ%’JAE%38903100071:
(ZZ2ZTHF : AR¥351,487,0007T) °
EERBBEITE mﬂxmbuﬁéiiﬁj%zé@
1,245,000,000/% ( = & T 7 &
934,027,0000% (E E B Z1TRMHEE K -
REROBETRERELETHNE H
9000000001&%’ Bﬁﬁéf??ﬁi
—A—BROEREIT))FE -

A 70 I S AT ] B EOE (F A RO B R A
YREJNGREFTRF -

C EHik

ﬂ’x‘ 'E\

BEEEER _TELF=-A+ A@B
MAZRE EEpEBE_ZTZTF+=-A
S+t HALEFEEBRFERBARETR
0.158 7L (W ARM0.157T) ° ZF KR
RIWARBMUIBEEMNEKE

27.

28.

29.

PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF THE
COMPANY

The profit attributable to equity holders of the Company is dealt
with in the financial statements of the Company to the extent of
RMB196,984,000 (2005: RMB213,753,000).

EARNINGS PER SHARE

The calculation of basic earnings per share for the year is based
on the consolidated profit attributable to equity holders of the
Company of approximately RMB389,031,000 (2005:
RMB351,487,000) and on the weighted average number of
approximately 1,245,000,000 (2005: 934,027,000 (In
determining the number of shares in issue, a total of
900,000,000 shares issued pursuant to the issue of shares and
capitalisation issue were deemed to have been issued since 1
January 2005.)) ordinary shares in issue during the year.

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

DIVIDENDS

Pursuant to a resolution passed by the Board of Directors on 16
March 2007, the directors have recommended the payment of a
final dividend in respective of the year ended 31 December
2006 of HKDO.15 (approximately RMBO.15) per share. These
financial statements have not reflected this dividend payable.

BE+t-A=+—HLEE

Year ended 31 December

—BEAE —ZETRF
2006 2005
Rk R HI R B 5 R Proposed final dividend of HKDO.15
LEA0.158 T (W ARKO0.157T)  (approximately RMBO.15) (2005: HKDO0.02)
(ZZEZARF : 0028 7T) per ordinary share 187,628 25,903
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30. NOTES TO CONSOLIDATED CASH FLOW STATEMENTS

from operations

(a) Reconciliation of profit for the year to cash generated

—ETXRE —ETHF
2006 2005
FEFHE Profit for the year 390,246 353,345
KAYEH AT Adjustments for:
— TSR — income tax expenses 19,001 2,429
- BB MEE — depreciation and impairment of property,
TE RRE plant and equipment 141,775 109,075
— - {5 PR R G — amortisation of land use rights 1,348 775
—BE—RBERRER — share of results of an associate - 7
— 17 B MUR B A — provision for write-down of inventories - 3,238
— BB RREEE — reversal of provision for doubtful accounts - (2,158)
—MBEKA — interest income (3,421) (2,479)
—HE T FERENRYE -+ - loss on disposal of land use rights and
R 5 Ko 5% 1 s 1R property, plant and equipment 444 6,459
—HE KB RREE — loss on disposal of a subsidiary - 465
—FMERAX — interest expense 15,081 53,164
564,474 524,320
EEESH Changes in working capital:
—FHEARTEIRD — decrease in pledged bank deposits 2,128 42,292
— JE W AR R % R M = 4R 3 N — increase in accounts and bills receivable (11,315) (106,305)
— TE A RIE K& E b fE R — decrease in prepayments and
HKIER AL other receivables 7,099 68,248
—FEEM - increase in inventories (61,995) (87,176)
— JE AR R % JE o R R 3 N — increase in accounts and bills payable 115,066 15,764
—FEfSEEALTRIE — increase/(decrease) in due to related
i, CRd) — 8 5HEE parties-trade related 41 (739)
— FEETRE K& CH AT — (decrease)/increase in accruals
I CRiA) /18N and other payables (2,475) 26,885
REXBMER® Cash generated from operations 613,023 483,289
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30. REMERBRME (&) 30. NOTES TO CONSOLIDATED CASH FLOW STATEMENTS
(Continued)

(b) B — KM B LA (b) Acquisition of a subsidiary
RZZEZRF+A=++tH  x& On 27 December 2006, the Group acquired 100% of the
= 1778 37 58 = 75 U (B B AR 6 10000A% share capital of Tuteng Texitle from an independent third
ReRZEZEXFE+_A=+—8 - party. As at 31 December 2006, the acquired company was
Fr U iE 2 X B 1E & &8 B B R OR © still in pre-operation status.

Wi R AE - Purchase consideration:

—-BEfR& — Cash paid 30,327

—ERRE — Consideration payable 16,467
Wi KB Total purchase consideration 46,794
FIEEEEFEFBOT ¢ Details of net assets acquired are as follows:

e RBITER Cash and bank 27,294

=+ 3t 5 AR 42 Land use rights 14,656

M WE KRB Property, plant and equipment 4,844
FriiE 2 BEFE Net assets acquired 46,794
URE T2 WERE Purchase consideration settled in cash 30,327
FrEE ARz R& Cash in subsidiary acquired (27,294)
I g 7 I/ & m Cash outflow on acquisition 3,033

31. g 31. COMMITMENTS

(a) & ARKIE (a) Capital commitments

REFBRAREENERAFEIMT ¢ Capital expenditure at the balance sheet date but not yet

incurred is as follows:

—EEREF —EERF
2006 2005
BEETAERERE Contracted but not provided for:
—-BEME  WEREE — Acquisition of property,
plant and equipment 104,681 30,794
—HEME  BELKRE — Construction of properties,
plant and equipment 84,889 61,427

189,570 92,221




31. ik (&)

(b)

(9

(d)

ME BERREHEEHERE

AEERBETARELCEHE R R
EHEATHAEDE  BEKZE -
ZEHRENFHREOEANSTET
Bl o REBHBRBENAHBELCEH
EAYNHNEERSRELHBOT
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31. COMMITMENTS (Continued)

(b)

Operating lease commitments for property, plant and
equipment

The Group leases certain of its office premises, plant and
equipment under non-cancellable operating lease
agreements. The leases have various terms and renewal
rights. The Group's future aggregate minimum lease
payments under non-cancellable operating leases are as
follows:

—EEARE —TERF

2006 2005

TR —F Not later than 1 year 10,508 10,577
HBE—FETBAERSE Later than 1 year and not later than 5 years 7,141 15,848
17,649 26,425

Ak #E
BEASEEZE RN & &KL
2@ AEBERERE BT XA

AR #126,000,0007T @ AEUSRFER
BRKEEABE20F - R_ZTTNF
+=ZA=+—8  AEEEBEMFAR
#50,000,0007T 1M flil A FE 17 2 A ¥&
A AR ¥ 76,000,0007T °

.F‘?ﬁHIFMIﬂE Mlﬂﬁﬂf'ﬁﬂﬂisa
=z SNE & B A 49 123,500,000 7T
(ZZEZ RS : 91,000,000 TT) ° %
FE 5L H AR 958,796,0007T
ZEERF  HARKE 737,271,000

=

L) HE e

Hi

32. HARE

AEER
BERHARAERE

\—_EERF+_A=+—HUE
—ETRF E) o

(9

(d)

Water Usage Right

Pursuant to an agreement entered into by the Group and
the Government of Beilun District, Ningbo City, the Group
has agreed to pay the local government an amount of
RMB126 million in exchange for a guaranteed constant water
supply with a period of 20 years. As at 31 December 2006,
the Group has made a prepayment of RMB50,000,000 and
had outstanding commitment amounting to RMB76,000,000.

Others

As at 31 December 2006, the Group had commitments in
respect of outstanding forward foreign exchange contracts to
sell USD123,500,000 (2005: USD91,000,000) for
approximately RMB958,796,000 (2005: approximately
RMB737,271,000) within periods ranging from 1 month to
11 months.

32. CONTINGENT LIABILITIES

The Group did not have significant contingent liabilities as at 31
December 2006 (2005: Nil).

121
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. FEEALTRS

WE—THENERIMBEEH S —TTX
HBEPBEREERRTEEATZES - A
ETREERERE HEBTXA -7
Bl - TR ERRE

(a) HEAZEALHR 5
AEEHE_TTRFR_ZTTRF
ToA=+—RALFERAEBEAL
(BREERABBALUAIHFER
FhE BEEELENRFBMELES
MR ETIIERRS :

33. RELATED PARTY TRANSACTIONS

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

(a) Transactions with related parties
The Group had the following significant transactions with its
related parties, including directors and their associates and
companies controlled by Mr. Ma Baoxing, Mr. Ma Jianrong
and Mr. Huang Guanlin, for the years ended 31 December
2006 and 2005:

KE - Continuing -
ZBEXRE —ZETHF
2006 2005
(i) MEEHEMNEXEER (i) Lease of property, plant and
AR (TEMEZE]) equipment from Ningbo Shenzhou
HEME  WELZB Properties Co., Ltd. (“Shenzhou
Properties") 8,468 8,340
(i) REZEXARRRAE (i) Purchase of steam supply from
ABRARHENEA Ningbo Mingyao Environmental
Thermal Power Co., Ltd. 29,563 11,642
(i) EEREMAR BB AR (iii) Processing services provided by
A AR 8 0 T AR 7% Ningbo Shenzhou Dagang Knitwear
Co., Ltd. 539 1,436
(v) MABEZEFEREMABR  (iv) Purchase of packing materials from
AR([ERBERRTE]) Shaoxing County Huaxi Packaging
KEaRYE Materials Company Limited (“Huaxi
Packaging Company”) 17,017 13,599
V) EEEEREEREZME (v) Remuneration of directors and
senior management 8,221 6,301




33. FAEALR B (&)

(a) HEABALHXR S (&)
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33. RELATED PARTY TRANSACTIONS (Continued)

(a) Transactions with related parties (Continued)

i - Discontinued -
—ETXRE —ZETHF
2006 2005
() BTHEEARMNEREBEF (i) Loans and advances to related company
M E % Shenzhou Properties = 86,129

(iD)

BETRMNEENERAEIER -
REERFAEERER -

HE-_ZZAXFEF+=-A=+—¢H
WEFE @ AEBERZFKA LR
AR AU E B R E R
tdRzELibz L ERAE - &
—EZESIRAE  #EER
& A AR#27,500,0007T °

(b) HLBHE A LK ER
AEBEEEBEANALTA TIHENE

The loans to Shenzhou Properties was unsecured,
interest free and was fully settled during the year.

(ii) In the year ended 31 December 2006, the Group
acquired the land use right of a piece of land situated
at Beilun District, Ningbo and a 3-storey industrial
complex from Ningbo Tianshan Shitong Weaving Co.,
Ltd. for an aggregate cash consideration of RMB
27,500,000.

(b) Balances with related parties
The Group had the following significant balances with its

£ related parties:
ZBEXRE —EEREF
2006 2005
FERTRAE A T 5RIB Due to related parties
— B 5 HH# — Trade related
EEBEmA A Huaxi Packaging Company 13 3
5% BN iR S A% Ningbo Shenzhou Shitong
BRAA Knitwear Co. Ltd. 31 -
44 3
—3kE5 — Non-trade
] Worldon - 22,139

a4 22,142




