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The board of directors (the “Board”) of Shenzhou International Group
Holdings Limited (“Shenzhou International” or the “Company”) is
pleased to announce the unaudited interim results of the Company and
its subsidiaries (the “Group”) for the six months ended 30 June 2007,
together with the comparative amounts for the corresponding period of
2006. The interim results and interim financial statements have not
been audited but have been reviewed by the Company’s audit
committee.

Key Financial Information and Financial Ratios

KRB
Unaudited
BHEANA=1THLEA~EAR

For the six months ended

— —
2007 2006
AR®ETR ARBTT
RMB’000 RMB’000
04 | ®HEH Revenue 1,552,907 1,390,177
REFH Operating profit 285,266 212,841
AATRERSE AEBMLFE Profit attributable to equity holders of the Company 265,937 190,593
EF=E (%) Gross profit margin (%) 24.8 22.4
FHREE (%) Net Profit margin (%) 17.1 13.7
BREFN(AR® T Earnings per share (RMB) 0.21 0.15
— —
NA=Z+tH+=RA=+—H
30 June 31 December
2007 2006
AR®TR ARBTT
RMB’000 RMB’000
EERME Total assets 3,466,727 2,793,706%
BEER Total equity 2,280,911 2,074,316
ReRBEZEEY Cash and cash equivalents 118,175 273,994
EARGELER (O Net gearing ratio (%)) 25.5 2.1
mEDEE & Current ratio 1.1 1.4
EWERZEEH(R) Accounts receivable turnover period (days) 26 24
FEZEAEH(R) Inventory turnover period (days) 94 62

B 5 :

Notes:

1. EXAEBEECZHAERABEENRREREEE 1.
EYEBER 2R -

Net gearing ratio represents the ratio between total borrowings (less cash and cash

equivalents) and total equity.

2. —EERFE+ZA=+-BZEERET - 2. Audited balances as at 31 December 2006.
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BEENZELIRG - EZEBERIENEMMK
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The following management discussion and analysis should be read in
conjunction with the unaudited interim financial statements and the
accompanying notes of Shenzhou International Group Holdings Limited
(“Shenzhou International” or “the Company”) and its subsidiaries (“the
Group”) for the six months ended 30 June 2007 as set out in this
interim report.

Business Review

For the six months ended 30 June 2007, the Group has made
significant achievements on its work which proceeded according to its
stated development strategy, details of which are as follows:

Robust growth in the share of sports wear

The Group, with its competitive edge in integrated services, attracted
well-known international sports brand customers and established close
strategic co-operation with such customers. Such co-operation secured
a robust growth in sales orders received and allowed a more extensive
scope of co-operation in various fields, such as production capacity
planning, strategy coordination, coordination between production and
sales as well as research and development. It also helped promote the
progress in the diversification of the Group’s products, customers and
market bases, streamline the Group’s operating structure and improve
the overall profitability. For the six months ended 30 June 2007, the
contribution of sports wears to the total revenue increased to 23.0%,
compared to 13.2% for the six months ended 30 June 2006.

Rise of lingerie as a new product segment

Leveraging on its fabric “ODM” foundation and sustained capacity in
developing new fabrics and products, the Group experimented with the
production of lady lingerie series in the second half of 2006 and this
product line has matured in the first half of 2007, showing positive
development prospects. For the six months ended 30 June 2007,
lingerie contributed to 4.6% of the total revenue.

Satisfactory profit margin resumed

The Group resumed a satisfactory profit margin as the productivity of
the large pool of staff newly hired in 2006 increased in the first half of
this year and the business co-operation with new customers improved,
while the unit costs of the related orders were under well control and
dropped continuously.

RNEREBRZERAERAR 20074 HH &
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TEARE - XERZATEEUGERR

ERE#ZEAARBMNTESNER L hE
KB~ ZERBERN - 8BEH - FEEBE
DATSHEEREER WK —EEX
mEHE  BIBRNER  BAWEEE
—TEATRNEERR - BE-ZZLF
ANA=tTHREXNER  PEIKEHEES - R
HERRHEEENRHARYES7,132,0007T »
RBE-ZEERNERAZTHLEARNERN
28,663,000t - BERARKENEM  TBH

BENMZESmBEFREMERRERE
&= o

R TEBRREBINFEFHMA

EEBEEH#ERE UNIQLO ~ NIKE - ADIDAS
ZXFHNRE  wiFEEE ZEARRE
DHFEF  -BB¥FE-FZRHBETEN
AHEH - B ABEE T Kappa #
PEARENTS  REBEZANSEEHE
Marks & Spencer ¥ E B TZEEHFTE
EERBREFSHERARERRERKRREE
R RREEHT @ o

EEEEXE
HEH

HEERBE-ZEEAFAA=ZTHLERE
B AR®1,390,177,000t » BEHE—
ZELFEARAB=ZTHLERBEANARE
1,552,907,0000t - & M 7T A R %
162,730,0007T - BIEE11.7% - BREZE
ER NEDERRHEEENFEREL
. UK 2 HEEMSNEHIHREFTIRE
HI R e

Balanced development among markets in Mainland
China, the US and the Asia-Pacific

In addition to the stable development of markets in Japan and Europe,
the markets in Mainland China, the US and the Asia-Pacific, which
include Australia, Korea and Hong Kong, China, also experienced
rapid growth and operational risks relating to single market has been
reduced significantly as a framework with balanced and healthy growth
among several major markets has been established. For the six months
ended 30 June 2007, sales of garments and clothing accounted for
RMB87,132,000 in the total sales in Mainland China, representing a
substantial increase as compared to RMB28,663,000 for the six months
ended 30 June 2006, mainly attributable to the sales of products of
internationally renowned brand names to customers for their domestic
sales.

New customers with development potential being
attracted

While focusing on the development of customers such as UNIQLO,
NIKE and ADIDAS, the Group also approached and nurtured new
customers with potential for growth. After initial negotiations, factory
inspections and sampling which lasted for six months to one year,
Kappa has started to place orders for its market in Mainland Ching,
while Marks & Spencer, the largest retail chain in the UK has also
placed its first batch of orders. The Group will formulate a future plan
for mutual co-operation after taking the results of co-operations among
the parties and the allocation of production capacity into consideration.

Operating results of the Group
Revenue

Revenue for the six months ended 30 June 2007 amounted to
RMB1,552,907,000, representing an increase of RMB162,730,000 or
11.7% from RMB1,390,177,000 for the six months ended 30 June
2006. The growth was mainly driven by: 1) the continuous sharp
increase in the sales of sports wear; and 2) the effect of the globalized
expansion in sales markets.
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UTAREEEE-_ZTLFANA=THL
NEARBEZZEZEARFAA=THLRE
AEERERNDMNHEERLE -

The comparisons by product categories between revenue of the Group
for the six months ended 30 June 2007 and the six months ended 30
June 2006 are as follows:

BEAA=TRLAEAR

For the six months ended 30 June

—EELHF —EERF b))
2007 2006 Change

ARBT T ARBTR ARBT R

RMB’000 % RMB’000 % RMB'000 %
RER By product

REERE Casual wear 1,082,993  69.7 1,147,514  82.5 (64,521)  (5.6)
EFERE Sports wear 356,192 23.0 183,168  13.2 173,024  94.5
RE R Lingerie 71,298 4.6 — — 71,298  n/a
Hth ¢t 8 m Other knitting products 42,424 27 59,495 4.3 (17,071) (28.7)
HEREAT Total revenue 1,552,907 100.0 1,390,177 100.0 162,730 11.7

BE-ZZLEARA=ZTHLERER  EH
BEREMEEPHREERS  EEEZRAE
EEAHNEEHREATNEBEUFEKX
fEIEH - ERBE-ZEZERFAAA=ZTHL
REAWI32% BE-ZZELtFRA=T
B E7NfE B RV E S AR E FrE R E Rt
DI ER A £23.0% °

REAEREHEEFRHBE-ZZEAF A=
THIEAEARANAKYEI,147,514,0005T -
ERTERZEEE-ZTLFAA=ZTHLR
&8 B B AR %1,082,993,0000T * T T A
R#64,521,000T @ [#18%5.6%  EEZFRE
RABERBHERTFHENER L - ¥
mAER BEFA&ABESTTHAE  BERYD
THIEFPAEZREERNHES -

For the six months ended 30 June 2007, contribution from sports wear
increased substantially, mainly due to a substantial increase in OEM 07

manufacturing for renowned brands. Sports wear accounted for 23.0%
of the total revenue for the six months ended 30 June 2007,
representing a continual increase as compared with 13.2% for the six
months ended 30 June 2006.

For the six months ended 30 June 2007, revenue for casual wear
amounted to RMB1,082,993,000, representing a decrease of
RMB64,521,000 or 5.6% from RMB1,147,514,000 for the six months
ended 30 June 2006, mainly due to a proper reduction of sales of
products to certain customers with lower profit margins as the Group
adjusted its products and customers bases after the Company had
secured the supplies to its major customers.

RNEREBRZERAERAR 20074 HH &
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The comparisons by regions between revenue of the Group for the six
months ended 30 June 2007 and the six months ended 30 June 2006
are as follows:

BEAA=TRLAEA

For the six months ended 30 June

—ETtE —EERE )
2007 2006 Change
AR®T T AR®E TR ARBET R
RMB’000 % RMB’000 % RMB’000 %
Bh5 By region
BREEE International sales
A7 Japan 1,080,189  69.6 1,078,259  77.6 1,930 0.2
BOM Europe 183,439 11.8 160,404 11.5 23,035 14.4
ES The US 74,655 4.8 35029 25 39,626 113.1
HiE=x Others 94,167 6.1 49230 3.6 44937 913
BREEE/NET Sub-total for
international sales 1,432,450 92.3 1,322,922 952 109,528 8.3
REE Domestic sales 120,457 7.7 67,255 48 53,202 79.1
HEREAT Total revenue 1,552,907 100.0 1,390,177 100.0 162,730  11.7

EZERATSNERLE  BE-ZTLHF
ANA=THEANER  XETWEHEUAREEF
B8 - 52 EMEINE R H A ™ 5 PGt Bl
BRABENRS  EFEZEREERARQF
MHEEZTERBRESHBIEFNEIRT
SHEFRAY - LBRBE-ZTZTAFXA
=ZTBEEXNERN2.5%M3.6% BE-ZE
TtEFEARB=ZTHIERNEAZERSMEME
FEAKEENHEEEDBIRES E4.8%M
6.1% °

RBE-ZZELFRXA=ZT+THLEAKER
REEF  RREEBERARY87,132,000
T(BE-ZZZEREFRA=ZTHLEAREAAR :
AK¥28,663,000T) » EBZHEIREY
EEEHEREFRNENR=-ZZNFLE
RERREENTE  AAABEBRANEZED
mMEEFREESHESEREERNE R
MIHHE -

On the solid foundation in the Japanese market, shares contributed by
the US market and other markets, which include Hong Kong, China,
Korea and Australia, increased significantly, mainly attributable to the
market diversification strategy of the Company as well as the global
market demands from certain customers. For the six months ended 30
June 2007, sales in the US market and other countries accounted for
4.8% and 6.1% of the Group’s sales, respectively, representing an
increase from 2.5% and 3.6%, respectively, for the six months ended
30 June 2006.

Domestic sales of normal garments amounted to RMB87,132,000 for
the six months ended 30 June 2007 (Six months ended 30 June 2006:
RMB28,663,000), mainly attributable to the demand of high-end
sportswear in Mainland China and the supply of more products by the
Company for customers with internationally renowned brand names for
their domestic sales as a result of the 2008 Beijing Olympic Games.
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AEBEBEE-ZTZLFANA=THLEAER
WEHERAN A ARY1,167,858,0007T (B
EZRERFARAAZTHLEANER : AR
1,079,164,000t) - BE=-ZTZTLFRA=
THRHERNERAEEBEEENRDH24.8%
REBE-_ZEERERAZTHLEANERN
224%EFHH2.4% ERNEEANETERE
E2006FEHMBETHERE FRHIBIIBERE
HEERZEINEEZKE  URBBERS
BONBERARRD TEMMEERNVEEL
Bl o

RAAFARERFAAEBRGRES

RZZEZLEANA=1TH AR FTREEHE
ANEMAEEEZ B ARY2,267,674,000
T(ZEERFEF+ZA=Z+—H ' AR
2,061,802,0005t) - HHFERBEEAAR
#£2,162,253,000c (ZEEXRF+ZA=+
—H : AK¥1,821,114,000T) - "RBEE
FEAARMKI138,741,000t (ZEERF+
ZA=+—H : AK#253,202,000T) k4
BREEEHARK13,237,000T (ZEF
NE+TZA=+—H : AKR¥ 12,514,000
L) c ANTAIREFEAELEREMNEE
HAREEFIIEINATE -

RBEERMBEER

BE-ZZLEFAA=ZTHLERNER K&
BREXEBTBREFENAARY
211,000t (ZZEZEXRFARA=Z T HIEARE
A AR%282,959,000t) - XREBR=Z
SELHERNA=THRZEEFREGRITEERR
ERBETEEY) B ARM581,823,0007T
“EERFET AT -HZBEREAA
[K%543,342,000t - fEEFEEMT AR
538,481,000t - TERARAHBARERE
EMHEE RESNESRAUREFENS
RESHENRS  FERBEH-ZTZTAEF
TZRA=1+T—-HHAKW428,196,0007T -
BEBEZ-ZEZTLFARAZTHNARY
776,511,0007T » &0 T A EK*348,315,000
T FBRERRAAR/RETHFFZLEER
H MR EXFERSGE  BRAEET I
D¥EEM UREEIERARENERMIG
mzgg REARBITEZHEENEER
AT B|BERE  XEHMTBRARE -

Management Discussion anc

Cost of sales and gross profit

The Group’s cost of sales for the six months ended 30 June 2007
amounted to approximately RMB1,167,858,000 (Six months ended 30
June 2006: RMB1,079,164,000). The gross profit margin of the Group
for the six months ended 30 June 2007 was 24.8%, approximately
2.4% higher as compared with 22.4% for the six months ended 30 June
2006. The main reason for the increase in the gross profit margin was
that the production volume of the staff newly recruited in year 2006 has
in principle reached normal level after having their on-the-job training
sessions and the proportion of sales for products with low added-values
has been reduced through an effective adjustment in the products
portfolio.

Equity attributable to the equity holders of the Company

As at 30 June 2007, the Group’s equity attributable to the equity
holders of the Company amounted to RMB2,267,674,000 (31
December 2006: RMB2,061,802,000), of which non-current assets
amounted  to  RMB2,162,253,000 (31 December ~ 2006:
RMB1,821,114,000), net current assets amounted to RMB138,741,000
(31 December 2006: RMB253,202,000) and minority interests
amounted to RMB13,237,000 (31 December 2006: RMB12,514,000).
The increase in equity attributable to the equity holders of the Company
was mainly due to the increase in retained earnings.

Liquidity and financial resources

For the six months ended 30 June 2007, net cash generated from the
Group’s operating activities amounted to approximately RMB911,000
(Six months ended 30 June 2006: RMB282,959,000). Net borrowings
(bank borrowings less cash and cash equivalents) of the Group as at 30
June 2007 amounted to RMB581,823,000, an increase by
RMB538,481,000 as compared with the net borrowings as at 31
December 2006 of RMB43,342,000 mainly due to increased
investment in plants and equipment, etc. to further improve production
capabilities as well as the increase of balance of financial resources
occupied by inventories. The balance of inventories increased to the
amount of RMB776,511,000 as at 30 June 2007 from
RMB428,196,000 as at 31 December 2006, representing an increase
of RMB348,315,000, mainly because the Company early produced
part of the work in progress using the surplus production capacity in
the first half of the year with a view to maintaining its capacity in the
second half of the year and that the amount of finished goods
undelivered has increased. The operating mode of the Company to
arrange production according to orders received remains unchanged
and the term of delivery is relatively stable.

FNEREERZERERAT 2007FHHE
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AEBR-ZSZELtEXNAZTANRERE
SEEYB AR 118,175,000t (ZEZF
NE+TZHA=+—H : AK¥273,994,000
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(ZEERFE+ZA=Z+—H : AR®
317,336,000t) - EFEHERAARYE

696190000t - R M ER A ARE
3,808,000t - AR ERIERF B ABIEES
AANRY2,267,674000T (ZEZRF+Z
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EERERBRARERY  SEHESL
R(BRAEBELEELEERRARESBAR
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R-ZZZLFAA=TH AEEXERE
HEEERRFTE - AEBXER AR RS
H RS R R @ o

BMEHAFRBE

REBEZE-ZZZELFANA=ZTHLEAER &
ERARBE-ZEEAFAA=ZTHLERE
A2 AKR®7,984,000Tt - BMEAR®
11,429,000t - TERHMAQARITERE
INEARBHNRE X H L -

REBE-ZZLFRNA=ZTHLERER &
B AREURBRE ST AESAST
BIEAREARZARE15919,000THD E A
R#7741,000T » T2RAQA 2 — KK
BARE-BBLERIE-RSHYNE
EFEHEERE BB LEARBS
F—F  URTEWBADERRNHAE
0 ) 5 285 S BLR S A8 B E B 3%
53R 1B T4 B 77 R B M0 BE 380 28 29 3
AR #3,336,0007% °

Cash and cash equivalents of the Group at 30 June 2007 amounted to
RMB118,175,000 (31 December 2006: RMB273,994,000). The total
amount of outstanding borrowings was RMB699,998,000 (31
December 2006: RMB317,336,000), in which short-term loans
amounted to RMB696,190,000 and long-term loans amounted to
RMB3,808,000. Equity attributable to equity holders of the Company
amounted  to  RMB2,267,674,000 (31 December ~ 2006:
RMB2,061,802,000). The Group was in a solid cashflow position, with
a debt to equity ratio (total outstanding borrowings as a percentage of
equity attributable to the equity holders of the Company) of 30.9% (31
December 2006: 15.4%).

As at 30 June 2007, the majority of borrowings of the Group is subject
to interest payable ot fixed rates. The Group did not enter into any
interest rate swaps to hedge itself against interest rate risks.

Finance costs and tax

For the six months ended 30 June 2007, finance cost increased
substantially to RMB11,429,000 from RMB7,984,000 for the six
months ended 30 June 2006, mainly due to the increase of the interest
expenses arising from more bank loans being raised by the Company
during the period.

For the six months ended 30 June 2007, income tax expense of the
Group decreased to RMB7,741,000 from RMB15,919,000 for the six
months ended 30 June 2006, mainly because a subsidiary of the
Company was entitled to a preferential EIT treatment of 2 years of
exemption from and 3 years of 50% reduction in EIT starting from
2007, which is the first year of the tax holiday, as well as an
elimination of the current tax charges of Ningbo Shenzhou Knitting
Co., ltd., a major subsidiary of the Company, in the amount of
RMB3,336,000 arising from a reduction of part of its local EIT and
taxes recovered from purchasing equipment produced in China.
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Pledge of the Group’s assets

As at 30 June 2007, the Group’s deposits with certain banks amounted
to approximately RMB227,000 (31 December 2006: RMB182,000)
were pledged to secure certain trade financing facilities granted by the
banks, while plants and land use rights of the Group with a carrying
amount of RMB187,142,000 as at 30 June 2007 were also pledged to
secure a medium to long-term loan facilities of USD21,000,000
granted by the Zhejiang branch of the Export-Import Bank of China. As
at 30 June 2007, the Company has borrowed USD500,000 from the
bank with a borrowing term of 5 years.

Use of proceeds from the initial public offering

Proceeds from the issue of new shares of the Company for listing on the
Main Board of the Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) in November 2005, after deducting related share issue
expenses therefrom, amounted to approximately HK$856 million.
During the period from the listing date to 30 June 2007, part of such
proceeds were utilized in accordance with the proposed uses as set out
in the prospectus of the Company dated 15 November 2005 (the
“Prospectus”), as follows:

o approximately HK$156,869,000 (approximately RMB159,669,000)
for the acquisition of new dyeing and finishing equipment for the
Group's production facilities in China;

o approximately HK$128,874,000 (approximately RMB129,048,000)
for the acquisition of new plants and equipment in China for the
production of functional fabrics mainly used in sports wear;

o approximately HK$68,214,000 (approximately RMB68,854,000) for
the acquisition of new weaving and knitting equipment for the
Group's production facilities in China;

o approximately HK$51,000,000 (approximately RMB53,050,000) for
the acquisition of new cutting and sewing equipment for the Group’s
production facilities in Ching;

o approximately HK$305,000,000 (approximately RMB317,261,000)
for partial repayment of the Group’s long-term bank borrowings; and

o approximately HK$48,000,000 (approximately RMB49,930,000) as
additional general working capital of the Group.
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As at 30 June 2007, the balance of the net proceeds of approximately
HK$98,043,000 were deposited with banks in Hong Kong and China.
The Directors intend to utilize such net proceeds in the manner
disclosed in the Prospectus.

Exposure to exchange risks

As the Group’s sales were mainly settfled in United States Dollars
(“USD”) while its purchases were mainly settled in RMB, its costs and
operating profit margin were subject to exchange rate fluctuations. The
Group has adopted a policy to hedge part of its exchange rate risks in
light of the existing fluctuations of exchange rate between USD and
RMB. The amount to be hedged will depend on the Group’s expected
USD revenue, purchases and capital expenditure requirements, as well
as market forecast of fluctuations in the USD to RMB exchange rate.

To protect itself from reductions in value and the volatility of future cash
flows which might be resulted from any exchange rate movement
between RMB and USD, the Group has arranged for USD borrowings
of an appropriate amount. As at 30 June 2007, out of the total bank
borrowings, USD borrowings amounted to RMB438,348,000
(USD57,560,000 based on the original currency) (31 December 2006:
RMB177,336,000 (USD22,710,000 based on the original currency)).
In addition, the Group entered into USD forward sales contracts and
USD/CNY Non-Deliverable Forward contracts in order to hedge certain
of its foreign exchange risk, particularly the foreign exchange risk
relating to USD. As at 30 June 2007, the total amount of the USD
forward sales contracts and USD/CNY Non-Deliverable Forward
contracts were approximately USD736,000,000 and
USD676,000,000, respectively. The Group did not enter into any
foreign exchange transactions for speculative purposes.
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Employment, training and development

As at 30 June 2007, the Group had over 32,700 employees. Total staff
costs, including administrative and management staff, amounted to
approximately 20.8% (Six months ended 30 June 2006: 18.9%) of the
Group’s revenue during the period. The Group remunerated its staff
according to their performances, qualifications and industry practices,
and conducted regular reviews of its remuneration policy. Employees
would receive discretionary bonuses and monetary rewards based on
their ratings in annual performance appraisals. The Company also
offered rewards or other incentives to motivate personal growth and
career development of the employees, such as ongoing opportunities
for training to enhance their technical and product knowledge as well
as their knowledge of industry quality standards. All new staff of the
Group are required to attend an introductory course, while there are
also various types of training courses available to all the Group's
employees.

Capital expenditure and commitments

For the six months ended 30 June 2007, the Group’s total investment in
properties, plants and equipment and land use rights amounted to
approximately RMB308,520,000, of which approximately 58% was
used for the acquisition of plants and equipment and approximately
39% for the construction of new factory buildings, while the balance
was used for the purchase of other fixed assets.

As at 30 June 2007, the Group had contracted capital commitments of
approximately RMB104,962,000 in connection with the acquisition and
construction of properties, plants and equipment, which will be
financed by proceeds from the initial public offering and internal
resources.

Pursuant to an agreement entered info between the Group and the
government of Beilun District, Ningbo City, the local government will
guarantee the supply of certain amount of water to the Group at a
discounted price for a term of 20 years upon the Group paying it
RMB126,000,000, which included the relevant costs of pipes
construction in the amount of approximately RMB26,000,000. At 30
June 2007, the Group has paid a prepayment in the amount of
RMB50,000,000, while a commitment amounted to RMB76,000,000
remained outstanding.
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Contingent liabilities

As at 30 June 2007, the Group had no material contingent liabilities.

Future prospects and strategies

After the lifting of garments quota restrictions on 1 January 2005 and
up to the date hereof, the Group has further experienced the
competitiveness brought by the comprehensive and vertically-integrated
production processes, which is represented by the Group’s all-rounded
abilities in terms of customer-services, quality control, timely responses
and scale of production. The management of the Group believes that
such competitiveness will bring about more significant contributions in
the coming years. As a result, the Group will continue to strengthen the
capacity of each production process, improve its production techniques,
increase the operation efficiencies, tighten its control over costs and
shorten the time of delivery in order to improve the overdll
competitiveness.

In view of the rising labour cost and the cost of lands for industrial uses,
the Group infends to operate certain garment factories in the Mid West
region of Mainland China in the next few years and continve to
increase the production and integrated servicing capacity of the
garment factory in Cambodia according to the customers’ needs. It is
aimed that a network with Ningbo, China as the production center for
fabrics and garments and Cambodia and the Mid West region of
Mainland China, as two supportive garment production bases will be
formed. The Group will strive to ensure stable and secured product
supplies for the major customers and achieve cost advantage.

On the solid foundation in the development of the Japanese market, the
Group will also put more efforts in realizing balanced development
among each major markets in anticipation of any new and possible
restriction on garments to be implemented after the withdrawal of the
transitional garments quota restrictions by the EU and the US on 1
January 2008 and 1 January 2009, respectively. The Group will also
actively promote its development in quota free markets, such as
Australia, Korea as well as countries and regions in Southeast Asia.
Meanwhile, the Group will strive to promote the sales shared by the
Chinese market in view of the continuous appreciation of RMB and the
adjustment in the export tax refund rate. On such basis, the Group will
implement a development strategy of promoting a balanced market
development in order to mitigate the operation risk relating to the
reliance on a single market.
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The Group is presented with an unprecedented opportunity for growth
in its sports wear business and it will, therefore, continue to increase
the proportion of sales and sales volume attributable to sports wear,
broaden the scope of co-operation with internationally renowned sports
brands, and establish closer and tighter strategic co-operation with
them. In addition, the Group will raise the standards and techniques of
its research and development in fabrics and expand its lingerie
business to higher-end markets.

Leveraging on its fabric “ODM” foundation, the Group will steadily
build up its “ODM” garments design operation. In addition to co-
operating with infernationally renowned sports brands in running
fashion design centers, the Group has also recruited its own senior
fashion designers in Paris and Tokyo.

In the coming years, textile and garment industry in China will
experience more world-shaking changes. The Group believes that,
leveraging on its apparent competitive advantage in the industry, it will
be able to overcome all kinds of challenges in the future, secure its
leading position in terms of assets quality and profitability, as well as
strengthening and expanding itself in order to become the most
competitive knitwear manufacturer in the worlding with a view to
generating considerable return for shareholders and investors.
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R-ZZFELtEXNA=+A
As at 30 June 2007

RIEEZ 2 8%
Unaudited Audited
—EELHF —EEREF
NA=tB+ZRA=+—H
30 June 31 December
2007 2006
M =E ARBF T AREF T
Notes RMB’000 RMB’000
BE ASSETS
IRBEE Non-current assets
& i fE A Land use rights 5 152,533 132,374
M- BERRKE Properties, plants and equipment 5 1,841,824 1,638,031
EBEEE Intangible assets 526 —
EEMEHREE Deferred income tax assets 831 709
fTEE€mIT A Derivative financial instruments 6 116,539 —
T FRIE Prepayment 50,000 50,000
2,162,253 1,821,114
REBEE Current assets
7E Inventories 7 776,511 428,196
W ERARREREE Accounts and bills receivable 8 238,796 204,875
FE AT FRIE K H B WK IR Prepayments and other receivables 9 123,361 60,762
fTESRTE Derivative financial instruments 6 47,404 4,583
BEARTER Pledged bank deposits 227 182
RERBELEEY Cash and cash equivalents 118,175 273,994
1,304,474 972,592
REE Total assets 3,466,727 2,793,706
¥ & EQUITY
AT RERE AEMWL Capital and reserves
R AR e attributable to the equity
holders of the Company
i@ Share capital 129,717 129,717
(R Reserves 10 2,137,957 1,932,085
2,267,674 2,061,802
LERRER Minority interests 13,237 12,514
B Total equity 2,280,911 2,074,316
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REEZ [SF:¥:2
Unaudited Audited
—ETLF —EERE
ANE=+tHB+ZA=+—H
30 June 31 December
2007 2006
M =E ARBF T AREF T
Notes RMB’000 RMB’000
REaE Current liabilities

EAERARENSRE Accounts and bills payable 1 369,444 259,845
P& R K H AT KB Accruals and other payables 12 97,999 142,165
EABEEALTRE Due fo related parties 22(b) 2,100 44
IRITEE Bank borrowings 696,190 317,336
1,165,733 719,390

kFRBEaE Non-current liabilities
IRITEE Bank borrowings 3,808 —
EEFFEHRARs Deferred income tax liabilities 16,275 —
20,083 —
weE Total liabilities 1,185,816 719,390
BEZREE Total equity and liabilities 3,466,727 2,793,706
RBEERE Net current assets 138,741 253,202
HEERRBERE Total assets less current liabilities 2,300,994 2,074,316

MERZEREMBRROARIN -

statements.

The notes are an integral part of these consolidated financial
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BE_ZTT+tFANA=1THILENEA
For the six months ended 30 June 2007

KRIEEZ
Unaudited
BEXA=1tHLA~EA

For the six months ended 30 June

—EELF —EERE
2007 2006
M =E ARET ARBT T
Notes RMB’000 RMB’000
tHER Revenue 4 1,552,907 1,390,177
HE R Cost of sales 13 (1,167,858) (1,079,164)
EX Gross profit 385,049 311,013
Bl Disribution costs 13 (17,498) (13,774)
—BETHRER General and administrative expenses 13 (118,010) (81,665)
Hilg A~ (1B %) Other income/(losses) 14 35,899 (2,498)
Hihg5E Other losses 15 (174) (235)
R R Operating profit 285,266 212,841
BE WA Finance income 16 564 2,241
Bl & A Finance costs 16 (11,429) (7,984)
BE KA F B Finance costs, net (10,865) (5,743)
B BT 18 %4 A0 R E Profit before income tax 274,401 207,098
ESEX Income tax expense 17 (7,747) (15,919)
B R E Profit for the period 266,660 191,179
LT ATEALERS Attributable to:
ARARREREA Equity holders of the Company 265,937 190,593
LR RER Minority interests 723 586
266,660 191,179
HAXATRREFEA Earnings per share for the profit
EBEFIENEREZF attributable to the equity
(MR ARYES) holders of the Company
for the period (expressed
in RMB per share) 18
— BHK — Basic 0.21 0.15
— # — Diluted TEA N/A TERA N/A

MERZEREMBRROARIND -

statements.
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BE_ZTT+tFANA=THILEANEA
For the six months ended 30 June 2007

KARREREAEN
Attributable to the equity
holders of the Company
R fitE LERRER @
Share Minority
capital Reserves interests Total
ARBTT AR%TR AR®TR ARBTn
RMB’000 RMB’000 RMB'000 RMB'000
BZ-ZZAEXA=1H For the six months ended
ERER (REER) 30 June 2006 (unaudited)
NZBERE-A—-H Balance at
ik 1 January 2006 129,717 1,572,305 12,152 1,714,174
HAFE Profit for the period - 190,593 586 191,179
BREER Translation differences - (1,032) — (1,032)
ERZEERERAR Dividends for the year 2005
Br-ZZRERE paid in June 2006 - (25,903) - (25,903)
RZBERE Balance at
NA=T AWML 30 June 2006 129,717 1,735,963 12,738 1,878,418 19
BZ-ZZt+tF5xA=1H For the six months ended
ERER (REER) 30 June 2007 (unaudited)
RZEEtF5-F-H Balance at
e 1 January 2007 129,717 1,932,085 12,514 2,074,316
7 7 R Profit for the period - 265,937 723 266,660
EHNRE Hedging reserve - 130,232 — 130,232
BREEH Translation differences — (2,669) — (2,669)
ERZEZLERAK Dividends for the year 2006
BeZERERE paid in June 2007 — (187,628) — (187,628)
RZIEELE Balance at
NA=T AL 30 June 2007 129,717 2,137,957 13,237 2,280,911
MERZEHRSPBERMROAERIA The notes are an integral part of these consolidated financial

statements.
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BE_ZTT+tFANA=1THILENEA
For the six months ended 30 June 2007

KRIEEZ
Unaudited
BEXA=1tHLA~EA

For the six months ended 30 June

—T2tF ZEERF
2007 2006
ARBT T ARBT T
RMB’000 RMB’000
REXBMBRLSFHE Net cash generated from operating activities 911 282,959
RETBHMARSFE Net cash used in investing activities (353,526) (275,916)
BESEE (FTA) Net cash (used in)/generated from
FIBREFEHE financing activities 195,599 (172,823)
BE¢RBEEZEEYRD Decrease in cash and cash equivalents (157,016) (165,780)
HYRERAELEEY Cash and cash equivalents at beginning of the period 273,994 559,801
EXSBHNTE Effect of foreign exchange rate changes 1,197 (2,996)
HABEERESEEY Cash and cash equivalents at end
of the period 118,175 391,025
MERZEFREMBRROARIDHD - The notes are an integral part of these consolidated financial
statements.
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For the six months ended 30 June 2007
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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 Company and its subsidiaries (the “Group”) is principally
engaged in the manufacture and sale of knitwear products.

These unaudited consolidated interim financial statements are
presented in Renminbi (“RMB”) unless otherwise stated. These
consolidated interim financial statements have been approved for
issue by the Board of Directors on 11 August 2007.

BASIS OF PREPARATION

These unaudited consolidated interim financial statements for the
six months ended 30 June 2007 have been prepared in
accordance with Hong Kong Accounting Standard (“HKAS”) 34,
“Interim financial reporting”. These unaudited consolidated
interim financial statements should be read in conjunction with
the annual financial statements for the year ended 31 December
2006.

ACCOUNTING POLICIES

The accounting policies and basis of presentation adopted are
consistent with the accounting policies adopted for the annual
audited financial statements for the year ended 31 December
2006.

The following new standards, amendments to standards and
inferpretations are mandatory for financial year ending 31
December 2007:

. HKFRS 7, “Financial Instruments: Disclosures”, effective for
annual periods beginning on or after 1 January 2007. The
Group has assessed the impact of HKFRS 7, please refer to
Note 6;

. HKAS 1, “Amendments to Capital Disclosures”, effective
for annual periods beginning on or after 1 January 2007.
The Group is currently assessing the impact of this new
standard on the Group's financial statements;
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BE-_SE+tFEFANA=1THIANEA
For the six months ended 30 June 2007

ACCOUNTING POLICIES (Continued)

. HK(IFRIC)-Int 7, “Applying the Restatement Approach
under HKAS 29", effective for annual periods beginning
on or after 1 March 2006. The Group does not expect this
inferpretation to be relevant for the Group;

. HK(IFRIC)-Int 8, “Scope of HKFRS 2”, effective for annual
periods beginning on or affer 1 May 2006. The Group
does not expect this inferpretation to be relevant for the
Group;

. 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, this interpretation is not relevant
for the Group; and

. HK(IFRIC)-Int 10, “Interim Financial Reporting and
Impairment”, effective for annual periods beginning on or
affer 1 November 2006. The Group does not expect this
inferpretation to be relevant for the Group.

The following new standards, amendments to standards and
inferpretations have been issued but are not effective for 2007
and have not been early adopted:

. HKFRS 8, “Operating Segments”, effective for annual
periods beginning on or after 1 January 2009. The Group
is currently assessing the impact of this new standard on
the Group’s financial statements;
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HE—ETLtFEANA=THISMEA

For the six months ended 30 June 2007
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3. ACCOUNTING POLICIES (Continued)

HK(IFRIC)-Int 11, “HKFRS 2 — Group and Treasury Share
Transactions”, effective for annual periods beginning on or
affer 1 March 2007. The Group does not expect this
inferpretation to be relevant for the Group; and

HK(IFRIC)-Int 12, “Service Concession Arrangements”,
effective for annual periods beginning on or after 1
January 2008. The Group does not expect this

inferpretation to be relevant for the Group.

REVENUE AND SEGMENT INFORMATION

The Group is principally engaged in a single business segment,
the manufacture and sale of knitwear products, the majority of
the operations and assets of which are located in Mainland
China. Therefore, no business segment is presented.

Revenue by geographical locations of customers (by market
locations where merchandise was sold):

BEANA=TRHLEAXER

For the six months ended 30 June

—EELHF —EERE
2007 2006
ARET T AR¥T T
RMB’000 RMB’000

HETHIIIZEFE Sales to external customers
SN Japan 1,080,189 1,078,259
BOM Europe 183,439 160,404
s Mainland China 120,457 67,255
Hith Others 168,822 84,259
1,552,907 1,390,177
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HBE—FEtFEANA=THISMEAR

For the six months ended 30 June 2007

5. EXHX 5. CAPITAL EXPENDITURES
L ESN + b
MERZE fERARE
Properties, Land
plants and use
equipment rights
ARBF ARB T
RMB’000 RMB’000
BE-ZZAE For the six months ended
ANRBA=+HLEKRER 30 June 2006
RZZBEERFE—-H—HBZ Opening net book amount at
FHRMEFE 1 January 2006 1,275,217 55,458
NE Additions 272,856 2,501
HE Disposals (1,137) —
wE#e Depreciation/ Amortisation (66,236) (641)
ERER Exchange differences (508) —
MRZZBBEREARNA=1TH Closing net book amount at
Z HA R BRI R R 30 June 2006 1,480,192 57,318
BE-ZZtH For the six months ended
ANRA=+HLEXRER 30 June 2007
R-—ZZ2tH&—-H—H Opening net book amount at
ZFREFEE 1 January 2007 1,638,031 132,374
wnE Additions 287,431 21,089
HE Disposals (820) —
E#e Depreciation/ Amortisation (81,842) (930)
ERER Exchange differences (976) —
MRZZBZ2LHFARA=1H Closing net book amount at
Z HA R BRI R R 30 June 2007 1,841,824 152,533
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For the six months ended 30 June 2007

6.

fTEEe®MIA — &E 6. DERIVATIVE FINANCIAL INSTRUMENTS
— ASSETS
BE-ZZTtHF BE-ZTRF
NA=+HLEAER +TZA=+—HLt
For the six months ended ~ For the year ended
30 June 2007 31 December 2006
ARBETT AR¥TT
RMB’000 RMB’000
EHMEERN Forward foreign exchange
— REFREMW contracts — cash flow hedges 163,943 4,583
WIERBES : Less non-current portion:
EHMEERN Forward foreign exchange
— REREH contracts — cash flow hedges 116,539 —
REE D Current portion 47,404 4,583

BEEMTEATRESEARDEERE
B BWEFAEBENRRHEER2
BA  AE+HHTETEN2EAFES
BRFRDEEREE - MERLEHE
EMRGBBLOMNI2EAR - AIgER
RBEEREE -

(a) BHIEESHN

R=ZZBEZELtEXA=+H8 - Nk
HEENERINESNNRESRS
£84736,000,000& 5t (ZEE X
F+ = A =+ — B :
123,500,000% 7t) -

WEAWIIBHFEATEFREIRS
MR ARR24E R AN ZER
HEE R-ZZFZFELERNA=T
A BEHIESHEREAN
HhREPEANES (WE
10)  EH PR GFERBERN—
Bz EBENER -

Trading derivatives are classified as a current asset or liability.

The full fair value of a hedging derivative is classified as a non-
current asset or liability if the remaining maturity of the hedged
item is more than 12 months, and as a current asset or liability if
the maturity of the hedge item is less than 12 months.

(a)

Forward foreign exchange contracts

The notional principal amounts of the outstanding forward foreign
exchange contracts at 30 June 2007 are USD736,000,000 (31
December 2006: USD123,500,000).

The hedged highly probable forecast transactions
denominated in foreign currency are expected to occur at
various dates during the next 24 months. Gains and losses
recognised in the hedging reserve in equity (Note 10) on
forward foreign exchange contracts as of 30 June 2007
are recognised in the income statement in the period or
periods during which the hedged transaction affects the
income statement.

RNEREBRZERAERAR 20074 HH &
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7.

Shenzhou International Group Holdings Limited

BE_ZTT+tFANA=1THILENEA
For the six months ended 30 June 2007

FE 7. INVENTORIES

—ETLF —EERE
ANE=+tHB+ZA=+—H
30 June 31 December
2007 2006
ARBT R ARB T
RMB’000 RMB’000
R & Raw materials 148,024 134,276
THm Work in progress 409,555 278,666
KM Finished goods 218,932 15,254
776,511 428,196

EWERRRERERE 8. ACCOUNTS AND BILLS RECEIVABLE

REENAROEESUEHABET - H
BEE-RERIZEAFRENEE
H o FEUWRERF R FEUR Z 5 /Y BRI 2 AT 40
T

The maijority of the Group’s sales are on letters of credit. The
remaining amounts are generally granted with credit terms
ranging from 1 to 6 months. The ageing analysis of accounts and

bills receivable is as follows:

—T2tF

—EERE

AA=tE+=A=+-8

30 June 31 December
2007 2006
ARBT T ARBT T
RMB’000 RMB’000
0Z 6fE A 0 to 6 months 238,657 204,717
SEAEEF 6 months to 1 year 119 158
1FEZ22F 1 year to 2 years 20 —
238,796 204,875

FEUERREVEENREAEEAE AR The carrying amounts of accounts and bills receivable

ERE -

approximate to their fair values.

Interim Report 2007
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For the six months ended 30 June 2007

9. AENFRERAEMERREA

9. PREPAYMENTS AND OTHER RECEIVABLES

—T2tF

—BERF

~AA=tE+=A=+-8

30 June 31 December
2007 2006
ARBF T AREF T
RMB’000 RMB’000

BNRERRE Prepayments and deposits
— BHEEM — Purchase of raw materials 29,344 10,421
— BEHORE — Purchase of export quotas 11,117 6,813
— Hits — Others 15,021 931
FEWIEERER (F5Ea) VAT refund receivable (note a) 37,024 22,713
AT Y [ BN HA AT 18 i Current income tax recoverable 7,971 6,421
H fth FE WK TE Other receivables 22,884 13,463
123,361 60,762

(a)

AEERAREMNESEASR
hEAREEBER (MBER]) - &
TH 8 B B A HE 8 TR R E B A0
Br o BATIBEB BB ERK
AHREEEER 2FEH - &
SENAHEERABRERR17% 5
SEME  ARBECHEEB T
AEmUI®R K - BRIFEEE
BEBNAE AP AKBEME
THNE TR HEERERILE
RERRBEERBERNERY
B-ZZtHtA-HE  RE
MR ERADBHZAHI13%T
B11%eo

BAAREREMERFENREESRR
DAEMRE -

(a)

The carrying amounts of prepayments and other receivables

The Group’s sales of self-manufactured products are
subject to Value Added Tax (“VAT”) of Mainland China.
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 seftling 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. Starting from 1 July 2007, the rate of tax refund for

garments is reduced from 13% to 11%.

approximated their fair value.
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BE_ZTT+tFANA=1THILENEA
For the six months ended 30 June 2007

10. f#f& 10. RESERVES
£ BR
ROBE  RARE  EEAR OEREE  eRMIE  RERN KBRS st
Derivative
Share Capital Statutory  Translation financial Retained Proposed
Premium reserve reserve  differences  instruments earnings final dividend Total
ARBTR AR¥ETRT ARBTR AR%Tn ARBTR ARETRT ARBTrn AR%Tx
RMB'000 RMB’000 RMB’000 RMB'000 RMB’000 RMB’000 RMB'000 RMB’000
RZEERE At 1 January 2006 762,499 265,060 65,574 (1,370) — 454,639 25,903 1,572,305
—-B-H
HAFE Profit for the period — — — — — 190,593 — 190,593
ERER Translation differences — — — (1,032) — — — (1,032)
BALERR Dividends paid to the
RERE Company's shareholders — — — — — — (25,903) (25,903)
RZEERE At 30 June 2006
~A=+H 762,499 265,060 65,574 (2,402) — 645,232 — 1,735,963
R-ZZLF At 1 January 2007 762,499 265,060 67,811 (4,718) — 653,805 187,628 1,932,085
—-B-H
B FE Profit for the period — — — — — 265,937 — 265,937
BRERERF  Transfer from retained eamings — - 39,639 — — (39,639) — —
EREE Translation differences — — — (2,669) — — — (2,669)
EHIA Hedging instruments — — — — 130,232 — — 130,232
BADNRRE Dividends paid to the
RERE Company's shareholders — — — — — — (187,628)  (187,628)
28 R-EELE At 30 June 2007
~A=+H 762,499 265,060 107,450 (7,387) 130,232 880,103 — 2,137,957
11. ERERIRENRE 11. ACCOUNTS AND BILLS PAYABLE
—E2tE  ZBEAE
AA=+tH+ZA=+—H
30 June 31 December
2007 2006
ARBT ARBT T
RMB’000 RMB’000
FEBR X Accounts payable 206,240 137,362
ENEE Bills payable 163,204 122,483
369,444 259,845
EAERRESEBEWERESTMOT ¢ Ageing analysis of accounts and bills payable is as follows:
—T2tF =FERF
RA=tB+=ZB=+-—H
30 June 31 December
2007 2006
ARBT T ARBT T
RMB’000 RMB’000
0ZF 618 B 0 to 6 months 368,910 258,988
SEAZEIF 6 months to 1 year 462 811
1FE25F 1 year to 2 years 53 20
- Over 2 years 19 26
369,444 259,845

Shenzhou International Group Holdings Limited
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12, Bt RIERH RN KE

13.

12. ACCRUALS AND OTHER PAYABLES

— i —EERF
AA=t+tBt+=ZA=+—H
30 June 31 December
2007 2006
ARBT T ARBT T
RMB’000 RMB’000
EFE® Customer deposits 3,001 2,988
BB X Accrued expenses 55,727 78,704
BEYE BRERRERHE Payable for purchase of property,
B FE A 7R 18 plant and equipment 13,144 30,868
BREEIREZ Guarantee deposits in relation to
REZ construction projects 11,155 4,400
WiE—RHMELQ A Payable for acquisition of
Z S RIE a subsidiary 130 16,467
Ht Others 14,842 8,738
97,999 142,165
REBESENER 13. EXPENSES BY NATURE

BEREENAE  2EAEN—-RK

Expenses included in cost of sales, distribution costs and general

THRERZRERSMUOT : and administrative expenses are analysed as follows:
BERA=THLAER
For the six months ended 30 June
—T2tF ZFERF
2007 2006
ARBT T AR¥TT
RMB’000 RMB’000
EERAMFE X Employee benefit expenses
ITERFS Wages and salaries 306,819 252,256
R K@ F A K Refirement benefit contributions 10,760 7,265
Htnta Fl Other benefits 5,233 3,400
322,812 262,921
e BIEREERX Depreciation, amortisation and impairment expenses 81,842 66,877
HEmREHRRN Changes in inventories of finished goods and
FEEE work in progress (334,567) (124,117)
FrAMEMEREFER  Raw materials and consumables utilised 1,002,535 801,337
NRARBX Utilities expenses 99,272 88,087
S Outsourcing 54,290 27,458
ik Commission 10,993 5,057
B X Transportation expenses 9,399 2,590
MELLEHERX Operating lease expenses for properties 7,799 5,710
WAERRT Office expenses 4,277 2,079
iR & Inspection fees 3,865 4,911
ZiRkE Traveling expenses 3,144 1,858
XEE A Entertainment expenses 3,139 2,013
Hipix Other expenses 34,566 27,822
BHHERAK ~ 28R Total cost of sales, distribution costs and
M—BRITHEHA general and administrative expenses 1,303,366 1,174,603
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BE_ZTT+tFANA=1THILENEA
For the six months ended 30 June 2007

14. EB A (B %) 14. OTHER INCOME/(LOSSES)

BEANA=TRHLEAXER

For the six months ended 30 June

— —
2007 2006
ARBT T ARBT T
RMB’000 RMB’000
B (faEa) Government subsidies (note a) 11,585 3,655
ERUWE, (BK) F4E Exchanges gains/(losses), net 6,447 (2,797)
DLARBERIEBRKZIEEN Gains/(losses) arising from the changes of fair
EHIINEL REZE values in forward foreign exchange contracts
EHRFBKRE (BX) at fair value through profit and loss 17,863 (3,356)
Hith Others 4 —
35,899 (2,498)
() BNEBDEEEEHHFR TR (a)  Government subsidies mainly represent incentives granted
SENESERER - to the Group by local governments.
30 15. HfthE 18 15. OTHER LOSSES

BEANA=TRHLEAXER

For the six months ended 30 June

—T2tF ZFERF
2007 2006
ARBT T ARBTT
RMB’000 RMB’000
HEME - BERRERE Loss on disposal of property, plant and

EiE R equipment, net 174 235
174 235

16. BMEWARKE 16. FINANCE INCOME AND COSTS

BEANA=TRHLEAXER

For the six months ended 30 June

= —
2007 2006
ARBT T ARBTT
RMB’000 RMB’000

MEFEX — ARIAFA  Interest expenses — on bank borrowings
BHEENRITEE wholly repayable within 5 years 11,429 7,984
MERA — FEWA Finance income — Interest income (564) (2,2471)
10,865 5,743
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17. BRI

17. INCOME TAX EXPENSE

BEANA=TRHLEAXER

For the six months ended 30 June

—EELHF —EEREF

2007 2006

ARBF T AREF T

RMB’000 RMB’000

B HR R ] K BE P 1S Mainland China current income tax (“EIT”) 6,032 16,674

(TEEmBHD

IEE BB Deferred tax 1,709 (755)
7,741 15,919

RATRRARABHN—RMBERR KRR
EARVBDUEHRRBMEEBEMK
M TSR o

R B K BE AR BB B A B R A
16.5%Z 3B BN EFTEH o BRX
FHEHON  HAttRPBEAEERR L
ROIBRECENWELATNCEFEAKX
EEBHBERBHM  REFEAKX
BEEARIEREEENEERERE
BoREEEMNFE (REEBEFE
FENAARIBREBEZRRE)
CEMERERRLEMER  RE#Z
SHEERLEMSHBFES -

REB L ERATRBREIETEMALN
2EMEB AT Shenzhou Cambodia
Co., ld. RIEBEBEHB LE > BER%
BRBMAET  TRENEEINFE
BERRBMTBH -

ERBEMEINEZEMNBATRMNE
ZERDBARI7.SWFEBERNAE
BEENMGERBABANTER
HARABLEREBEEETMERY
FE > RAERBBREBHRBHE -

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

The subsidiaries established in Mainland China are subject to EIT
at a rate of 16.5% to 33%. Except for Dagian Import & Export,
the other subsidiaries which were incorporated as foreign
investment enterprises in Mainland China have obtained
approvals from the relevant tax authorities in Mainland China for
their entitlement to an exemption from EIT for the first 2 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 previous years in accordance with
the relevant tax rules and regulations applicable to foreign
investment enterprises in Mainland China.

Under the Law on Taxation, Shenzhou Cambodia Co., Lid., a
wholly-owned subsidiary incorporated in the Kingdom of
Cambodia, is subject to income tax at a rate of 9% and is entitled
to an exemption from income tax for the first four profit-making
years in accordance with the relevant tax rules.

Shenzhou Trading Co., Lltd.,, 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 in Hong Kong
during the period.
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18. ZREF

BABRBNDEBAQXTARESEEA
P15 &R & FIE 4 AR ¥265,937,0007T
(BEZZERFAA=ZTHLERA
B AR®190,593,0007T) LA K& E %
TEBRBROMNEFHIREBY
1,245,000,00018 (ZZEZERFRA=
+ H 1 <MEA : 1,245,000,0008) 5+
%‘: o

HREEEMEBEFERNSBER
RN ERBERR -

19. B2

REEBER-BTLENA+—RE
B —ERME EBLFERBRLE
E-2RLEAASTALAEBNSD
HRE -

20. HifE

BAREE
REFZBEREENEABMIOT ¢

19.

20.

For the six months ended 30 June 2007

EARNINGS PER SHARE

The calculation of basic earnings per share for the period is
based on the consolidated profit attributable to equity holders of
the Company of approximately RMB265,937,000 (Six months
ended 30 June 2006: RMB190,593,000) and on the weighted
average number of approximately 1,245,000,000 (Six months
ended 30 June 2006: 1,245,000,000) ordinary shares in issue
during the period.

Diluted earnings per share has not been presented as there were
no diluted ordinary shares.

DIVIDEND

Pursuant to a resolution passed by the Board on 11 August
2007, the directors do not recommend the payment of an interim
dividend for the six months ended 30 June 2007.

COMMITMENTS
Capital commitments

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

—T2tF ZFERF
ANA=+tBE+=ZRA=+—H

30 June 31 December
2007 2006
ARBT ARBT T
RMB’000 RMB’000
BRI EREE Contracted but not provided for:

— BEWE - — Acquisition of property, plant

BERRE and equipment 56,771 104,681
— EEYE — Construction of properties, plant

BB KRB and equipment 48,191 84,889

— KERERE — Water utilisation (note 20(a))
(Pt &£ 20(a)) 76,000 76,000
180,962 265,570
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For the six months ended 30 June 2007

20. #iE (&)

B EE ()

(a)

AEER-_ZERFHOATHHE
BUF=FERTERBARK
FILERERFDHEET —HK
BAKGE Bt LREHRA
BEUEE 2ER BEESA
RELEE —E BB KT - K
HRA-TEH MRAE/ARE
10,0008 T - 7MW - Ep
BEHARBS5000BTEHEESHN
=EAAXM  BREETRAK
EWRE-—MARZN - 5o
SEEFEABHBANEEEZR
AHARY2,6008 T - ZE R
RIBEAR-_ZEZLFRANH
REK WRR-ZZTLFRE
Btk - BEANEHESHIREA
R#5,0008 T2 BFEERMNHIEA
N RESREREEEZRERAC
SEEERARE -

21. IREE

FEER-ZZLFRAZTHAEEE
ARIREBEB(ZERRF+ZRA=1+—

B ) -
22. BEALXRS
e - HAREIEEREBEESS -5

FHEPBEREBRRTEEARLE
Ho ARFTERAHE -MEERLZE
—FEH > THRBEEREE -

20.

21.

22.

COMMITMENTS (Continued)
Capital commitments (Continued)

(a)  The Group and the People’s Government of Beilun District,
Ningbo City (“Beilun District Government”), an
independent third party, entered info a water supply
agreement dated 10 April 2006, whereby Beilun District
Government agreed to supply with a minimum guaranteed
amount of water at a pre-determined price to the Group,
for a term of 20 years for a consideration of RMB100
million. The consideration is payable by two installments,
of which RMB50 million is payable within 3 months of the
contract date and the remaining balance is payable within
one month upon the completion of the pipeline
construction. In  addition, the Group will also be
responsible for the pipeline constructing costs of
approximately RMB26 million. The construction of the
water pipes will be accomplished by the end of 2007 and
the commencement of water supply is expected to take
place in 2007. The balance included in the prepayments
represented the first installments of RMB50 million paid
and the remaining balances and the pipeline construction
costs, are included in the capital commitments.

CONTINGENT LIABILITIES

The Group did not have significant contingent liabilities as at 30
June 2007 (31 December 2006: nil).

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.

RNEREBRZERAERAR 20074 HH &
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22. BEANTR S ()
(a) EEEALTHNXS

AEEHE-TTLER-FT
AEXNASTALEAEAEER
BAL (BEESRABEAUR
P 22 AR 1R SR A2 6 9 2 ) 34T T 5
EXXS

A —

(i) REETHR-ZZAFDO
B=Z+—BAIZHHE - &
SEE@ERRLEESS
BRAR (TRWLEE] KB
tiEAERERE B/
BN A ARM 27,500,000
T o

HE—

HE-SETtEAA=FALAEA
For the six months ended 30 June 2007

22. RELATED PARTY TRANSACTIONS (Continued)

(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 the controlling shareholder,
for six months ended 30 June 2007 and 2006:

Discontinuing —

(i) Pursuant to several agreements dated 21 April

2006, the Group acquired a land use right and a

plant from Ningbo Tianshan Shitong Weaving Co.,

Ltd. (“Tianshan Shitong”) for an aggregate cash
consideration of RMB27,500,000.

Continuing —

BEANAZTRHLEARER

For the six months ended 30 June

— —EERF
2007 2006
ARBT T ARBT T
RMB’000 RMB’000
(i) MEFEMBZEER () Lease of property, plant and
AT (TEMEZE]D equipment from Ningbo Shenzhou
HEWME BER Properties Co., Ltd.
B&i] (“Shenzhou Properties”) 4,234 4,234
(i) WRBERBAEERR (i) Purchase of steam supply from
BREBRAFA Ningbo Mingyao Environmental
(TEARE H AT ) Thermal Power Co., Lid.
HENZE (“Mingyao Electric Company”) 20,671 16,142
(iii) BB BN KB &4 (iii)  Processing services provided by
BRAF Ningbo Shenzhou Dagang
(TERM KRB Knitwear Co., Ltd.
RALHY I T AR 7 (“Shenzhou Dagang”) 1,318 575
(iv) EMBEBZEFRTESR (iv) Purchase of packing materials from
BRAB([EA Shaoxing County Huaxi Packaging
AN Materials Company Limited
KBEafys (“Huaxi Packaging Company”) 12,576 9,355
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For the six

22. BEATRZ (8

(b) ERRBEEA LML

()

22. RELATED PARTY TRANSACTIONS (Continued)

(b) Balances with related parties

—ETLE

—BBAF

AA=tH+ZA=+—H

30 June 31 December
2007 2006
ARBT ARBT T
RMB’000 RMB’000
EAEEALTRE Due to related parties
— EBEZHE — Trade related
EREERDA Huaxi Packaging Company 527 13
BN KB Shenzhou Dagang 1,542 —
B RNt @S A Ningbo Shenzhou Shitong Knitwear
BRAF Co., ltd. 31 31
2,100 44
TEEEAEMS (c) Key management compensation
BEXA=THLAER
For the six months ended 30 June
—ETLF —EEAREF
2007 2006
ARET R ARET T
RMB’000 RMB’000
FEkHEHMEHES Salaries and other short-term employee
i benefits 4,021 3,337
BB EER Post-employment benefits 34 34
4,055 3,371
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FERFRHEES

BE-ZZLFXRA=ZTHLEANEAR  £&
EREAEFHNIEEEGREERN76%-
FEBEBIAHEBENRBEGARBEY
Bk AEBETREERFFRHERER
RUSFBRENERAEXK -

ESNBFRERNES

REBEZZZLFRNA=ZTHLERER &
RAESHRERER QT LEEFAHE R F
FEBRFZAENEBERETMES -

ESRERSTHRAEBRAQXTIRMIH
Em kXA

RZZZLFAA=TH RBEBHZRBE
&P (132 R ERP]) EXVREE7RE8SD
MEMNEAAANBEBHEXZMABRLF
(TBERFr]) - MARIERE 25 R E R P56 352
EMEFEECMAE  IRELHRAA
T ARESETREZRENEETR ([&F
EFADCHMERRANBERN - BEEXD
AESERSTBRASEEAQAHEEM
HEEAE (RE 5 RIPE KRG EXVER 2 &%)
2Rt HEROREEZE2EZIAXR
(BERBEEZRAERMN 2ZFHRIEM
ZEEERBRESTRAEBHEENWAIEESR
ZEBFXBR)WT ¢

Major customers and suppliers

During the six months ended 30 June 2007, the Group’s sales to the
top 5 customers accounted for approximately 76% of its total revenue;
the Group’s purchases from the top 5 suppliers accounted for
approximately 33% of its total purchases. The Group aims to maintain
long-term cooperative relationship with reputable customers and
suppliers in the expansion of its business.

Directors’ interests in competing business

During the six months ended 30 June 2007, none of the directors of the
Company had any interest in any competing business with the
Company or any of its subsidiaries.

Directors’ and Chief Executives’ interests and
short positions in the shares of the Company

As at 30 June 2007, the interests and short positions of the directors
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
(“SFO”)) which were notified to the Company and The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests and short positions
which any such director or chief executive was taken or deemed to
have under such provisions of the SFO) and were recorded in the
register maintained by the Company pursuant to section 352 of the
SFO, or which were notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors of
Listed Companies (“Model Code”) contained in the Listing Rules, were

as follows:
REAABEBRRPZHFE Long positions in ordinary shares of the Company
EARRAE BT
H"A Bt 5E B9 KRB R & R RAE 2tk (%)
Percentage of the
Capacity and Issued Share Capital
Name Notes nature of interest Number of shares of the Company
BEREE 1 N AR 900,000,000 72.29
Mr. Ma Jianrong Corporate interests
BEMEE 2 N AR 117,000,000 9.40

Mr. Huang Guanlin

Corporate interests

Shenzhou International Group Holdings Limited  Interim Report 2007




Fff 5

1. REZZZLFRA=1TH ZERVAHE(F
B)ERATR(HE]) —R2ENE QRS REH
ERAF (2R BERER  MtBAHASFESR
LEREB7A%ER - ERMNEERETI3VEERS
BERLE(FERLEZXR) EH13%EE - B
REBRALERREERRASLITERBRE=
SRZ-WERERE RESZRIPEMKRM BER
ARG B RSB E #9900,000,0008% B 17 H
B -

2. ERMEEBBEERE RIS ELE - mERA
BEAARRNBT72.29%H R o

Br LMURERSN R-ZBZLFEARA=TH
RIE R 5 R P ERGIZEI52REHEN AR T
FEzELM . SRE LM EHRANGEE
JAEBHERRAMBIN - ARARES
EERTHASHERENRBEREARR
AIREEMEREEE (RSN PERGE
XVE 2R E) 2R - HERD REERZ
BmBAKE -

ARBHEEEMERAT - MEARRER
MEARARBABRET VEMNZH A2
AESKERTHRAERKE ZBRBHARE
TNABmZ FLAEEARRTRHEAMBBE
EzRHONEFMES -

TERRREAQXTRODWESR XA

RZZZLHERNA=TH THAL (X2
BAEERMN ERDARBERZRBERKH
BRI EFEZRREMALREARRT
EEBITRASPH AL 2EBENT ¢

RADBAEBRPZHR

Note:

1. As at 30 June 2007, these shares were beneficially owned by Excelbright Overseas
Limited (“Excelbright”) which is a wholly-owned subsidiary of Worldon (Hong Kong)
Limited (“Worldon”), which is, in turn, owned as to 74% by Mr. Ma Jianrong, as to
13% by Mr. Huang Guanlin and as to 13% by Mr. Ma Baoxing (father of Mr. Ma
Jianrong). As Mr. Ma Jianrong is entitled to exercise more than one-third of the voting
power at the general meetings of Worldon, by virtue of the SFO, Mr. Ma Jianrong is
deemed to be interested in the 900,000,000 shares held by Excelbright.

2. Mr. Huang Guanlin is indirectly interested in a 13% interest in Excelbright, which

owns a 72.29% interest in the Company.

Save as disclosed above, as at 30 June 2007, none of the directors and
chief executive of the Company had or was deemed to have any
interests or short positions in the shares, underlying shares or
debentures of the Company and its associated corporations (within the
meaning of Part XV of the SFO), which had been recorded in the
register maintained by the Company pursuant to section 352 of the
SFO or which had been notified to the Company and the Stock
Exchange pursuant to the Model Code as set out in the Listing Rules.

At no time during the period was the Company or any of its holding
companies, its subsidiaries or its fellow subsidiaries a party to any
arrangement that enable the directors and chief executives of the
Company or their spouse and children under 18 years of age to
purchase any shares or underlying shares in, or debentures of, the
Company or its associated corporation.

Substantial shareholders’ interests and short
positions in the shares of the Company

At 30 June 2007, the following persons who held interests of 5% or
more of the issued share capital of the Company, other than directors
of the Company, were recorded in the register of members required to
be kept by the Company pursuant to Section 336 of the SFO:

Long position in ordinary shares of the Company

EARLQEE BT

=r B &E S RkERER igig 4= BRAE 7 L (%)

Percentage of the

Capacity and Issued Share Capital

Name Notes nature of interest Number of shares of the Company

=R 1 BEREFBA 900,000,000 72.29
Excelbright Beneficial owner

i@ 1and %2 BEREFBA 900,000,000 72.29
Worldon Beneficial owner
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Note:

1. Excelbright, a company incorporated in the British Virgin Islands on 12 April 2005,
held a 72.29% interest in the issued share capital of the Company. As at 30 June
2007, the entire issued share capital of Excelbright was held by Worldon.

2. As at 30 June 2007, the issued share capital of Worldon was held as to 74% by Mr.
Ma Jianrong, as to 13 % by Mr. Ma Baoxing and as to 13% by Mr. Huang Guanlin.
Mr. Ma Jianrong is the son of Mr. Ma Baoxing. Mr. Huang Guanlin is the son-in-law
of Mr. Ma Baoxing and brother-in-law of Mr. Ma Jianrong. As the entire issued share
capital of Excelbright is held by Worldon and Mr. Ma Jianrong controls over one-
third of the voting power at general meetings of Worldon, Mr. Ma Jianrong is deemed

to be interested in the 900,000,000 shares held by Excelbright under the SFO.

Save as disclosed above, as at 30 June 2007, no person, other than
the directors of the Company, whose interests are set out in the section
headed “Directors and Chief Executives’ interests and short positions in
the shares of the Company” above, had interest or short position in the
shares and underlying shares of the Company that was required to be
recorded pursuant to Section 336 of the SFO.

Dividends

At the Company’s Annual General Meeting held on 8 June 2007,
shareholders approved the payment of a final dividend of HK$0.15 per
share for the year ended 31 December 2006 to shareholders whose
names appeared on the register of members of the Company on 5 June
2007. The dividend was paid on 22 June 2007 in cash.

The directors do not recommend the payment of any interim dividend
for the six months ended 30 June 2007 (Six months ended 30 June
2006: Nil) and propose that the profit for the period be retained.

Corporate Governance Practices

On 9 October 2005, the Board adopted its own Code of Corporate
Governance, which covered dll the code provisions and most of the
recommended best practices of the Code on Corporate Governance
Practices (the “CG Code”) as set out in Appendix 14 of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”).

The Company has complied with all the code provisions of the CG
Code as set out in the Listing Rules during the six months ended 30 June
2007.
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Model Code for Securities Transactions of
Directors

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers set out in the Listing Rules as the
Company’s code of conduct regarding Directors’ securities transactions
(“Securities Trading Code”). Upon specific enquiries, all Directors have
confirmed their strict compliance with the relevant provisions of the
Securities Trading Code during the period.

The senior management, who, because of their office in the Company,
are likely to be in possession of unpublished price sensitive information,
have been requested to comply with the provisions of the Securities
Trading Code.

Purchase, Sale or Redemption of the
Company’s Listed Securities

Neither the Company nor any of its subsidiaries has purchased,
redeemed or sold any of the Company’s listed securities shares during
the six months ended 30 June 2007.

Board of Directors

The Board is responsible for governing the Company and managing
assets entrusted by the shareholders. The principal responsibilities of
the Board include the formulation of the Group’s business strategies
and management objectives, supervision of the management and
evaluation of the effectiveness of management strategies.

As at the date of this interim report, the Executive Directors are Mr. Ma
Jianrong, Mr. Huang Guanlin, Mr. Ma Renhe, Mr. Chen Zhongjing and
Ms. Zheng Miaohui, and the Independent Non-executive Directors are
Mr. Qian Feng, Mr. Zong Pingsheng and Mr. Dai Xiangbo.

Audit Committee

The Audit Committee of the Company comprises three Independent
Non-executive Directors, namely Mr. Dai Xiangbo, Mr. Qian Feng and
Mr. Zong Pingsheng. The chairman of the Audit Committee is Mr. Dai
Xiangbo.

The principal responsibilities of the Audit Committee are to conduct
critical and objective reviews of the Group’s financial and accounting
practices and infernal controls. These include determining the nature
and scope of statutory audit, reviewing the Group’s interim and annual
accounts and assessing the completeness and effectiveness of the
Group's accounting and financial controls.
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The Audit Committee has reviewed with the management the
accounting principles and practices adopted by the Group and
discussed matters relating to auditing, internal control and financial
statements, including a review of the unaudited financial statements for
the six months ended 30 June 2007.

Remuneration Committee

The Remuneration Committee of the Company comprises one Executive
Director and two Independent Non-executive Directors, namely Mr. Ma
Renhe, Mr. Qian Feng and Mr. Dai Xiangbo, and Mr. Ma Renhe is the
chairman of the Remuneration Committee.

The principal responsibilities of the Remuneration Committee are to
make recommendations to the Board on the overall remuneration policy
and structure for the Directors and senior management and on the
establishment of a formal and transparent process for approving such
remuneration policy.

Nomination Committee

The Nomination Committee of the Company comprises one Executive
Director and two Independent Non-executive Directors, namely Mr.
Huang Guanlin, Mr. Zong Pingsheng and Mr. Dai Xiangbo, and Mr.
Huang Guanlin is the Chairman of the Nomination Committee.

The principal responsibilities of the Nomination Committee are to
identify candidates with suitable qualifications as directors, select and
nominate  such  candidates  for  directorship and  provide
recommendations to the Board; review the structure, headcount and
composition of the Board and make recommendations to the Board for

any proposed changes.

On behalf of the Board

Ma Jianrong
Chairman

Hong Kong, China, 11 August 2007
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