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BRRABER

ASSETS
Non-current assets
Land use rights
Property, plant and
equipment
Goodwill
Deferred income tax
assets

Current assets

Inventories

Trade and bills
receivables

Prepayments, deposits
and other receivables

Pledged bank deposits

Cash and cash
equivalents

Current liabilities
Trade and bills
payables
Accruals and other
payables
Dividend payable
Current income tax
liabilities
Borrowings

Net current assets

Total assets less
current liabilities

4

(P

AE

FRBAE
+infe iR
i B R
&1
BE

AL AT
2z

RBEE

At
JEURE 5 &
SRR
BN TE Rk
H At fEURBR R
EHEMIRITER
REeMRE
EEY

REEE

ENE SR
SRR
AR E M M EH A
FEFTER R
FERTBLE
EHMEHAR
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0

y

RBEEFE
REERRBDER

Unaudited Audited
As at As at

30 June 31 December
2007 2006
RIBER '
R-BELF AN _ZTAF
ANA=t+H +=—A=+—H
RMB’000 RMB’000
AR¥ETT ARKEFT
77,053 70,519
1,028,002 824,057
888 888

3,138 3,879
1,109,081 899,343
523,271 450,722
270,531 227,452
71,589 98,099
13,542 14,397
83,698 139,887
962,631 930,557
253,262 270,549
201,895 171,786
34,256 -
1,250 1,704
342,539 308,538
833,202 752,577
129,429 177,980
1,238,510 1,077,323




Non-current liabilities
Borrowings

Deferred income tax
liabilities

Net assets
EQUITY

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

Total equity

FRBEE
R
BEFTSHAE

BEEFE

IR RS

RN F R
FHRAEMN
RA R A#E

B
G

IRER R A

—ET LA ERE

Unaudited Audited

As at As at

30 June 31 December

2007 2006

RIBER KEZ
R-ZBTLE R oTEAF
~NA=TH +=—A=+—-H

Note RMB’000 RMB’000
Kta AR TT AREFT
9 320,243 204,458
10,952 11,216

331,195 215,674

907,315 861,649

10 92,842 92,842
814,473 768,807

907,315 861,649
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Sales
Cost of sales

Gross profit

Selling and distribution
costs

General and
administrative expenses

Other gains — net

Operating profit

Finance income
Finance costs

Finance costs — net

Profit before income tax
Income tax expense

Profit for the period
attributable to equity
holders of the Company

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

— Basic
— Diluted

Dividends

]
SHERAS

E7
HE R X

—RREATHRAX
H Ao st — %58
il

BATEUIA
MEER

s ER—FE

BRATS AT A
FriS BRI X

RABIBRERE A
&5 HA R A

RABIBHEREA
A5 HA P A
Z e AR
(AEBRARE
RN

— &R
— g
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Unaudited
RIBER
Six months ended 30 June
BZEA~A=1+RHLAEA

2007 2006
S —TTRE
Note RMB’000 RMB’000
KtaE AR T AREFT
12 1,440,209 1,198,004
13 (1,241,496) (988,871)
198,713 209,133
13 (34,894) (32,392)
13 (65,379) (51,482)
12 9,080 22,565
107,520 147,824
660 1,160
(13,353) (17,109)
14 (12,693) (15,949)
94,827 131,875
15 (14,905) (20,237)
79,922 111,638
16 0.092 0.128
16 0.091 0.128
17 - 26,929




N

TRy BT ES

Note
iz

Balance at RZZZLE
1 January 2007 —B— B
Profit for the period RS F
Dividends BE
Transfer from revaluation £ & {55 &
reserve to retained EREBER
earnings
— gross — {858
— deferred income —BREFTIEH
tax
Balance at RZZZLHF
30 June 2007 AB=THNEES
Balance at R-ZBEXRE
1 January 2006 —A—HW&e
Profit for the period R F
Dividends BRE
Transfer from revaluation £ (% {88
reserve to retained EREBEF
earnings
— gross — 4%
— deferred income — RIS
tax
Balance at R-ZBEXRE
30 June 2006 NA=THEER

—ET LA ERE

Unaudited
RBER
Share Other Retained

capital reserves earnings Total
BA  Hftf#E REEA At
RMB’000 RMB’000  RMB’000  RMB’000
ARETFIT ARETT AREFT AREFT
92,842 446,991 321,816 861,649
- - 79,922 79,922
- - (34,256)  (34,256)
- (1,093) 1,093 -
- 264 (264) -
92,842 446,162 368,311 907,315
92,842 427,509 235,963 756,314
- - 111,638 111,638
- - (58,278)  (58,278)
- (1,203) 1,203 -
- 264 (264) -
92,842 426,570 290,262 809,674




INTERIM REPORT 2007

R ARERER

Unaudited
RISEZ
Six months ended 30 June
BZEANA=1THLAEA

2007 2006
—ETLF ZETREF
RMB’000 RMB’000
AR¥Fr AREFT
Cash flows from REKETEH
operating activities RERE 14,760 89,445
Cash flows from RERETEH
investing activities RERE
— purchases of —EEYE.
property, plant s KRR
and equipment (223,465) (69,579)
— purchases of land —BE R
use rights (7,025) -
— proceeds from ﬂﬁ%% lﬂ%&
disposal of B ABATS EE
property, plant
and equipment 2,115 662
Net cash used in RETEFTFE
investing activities REFEHE (228,375) (68,917)
Cash flows from REMETEN
financing activities RERE
— proceeds from — & EFTSHR
borrowings 427,036 434,457
— repayments of —EEEE
borrowings (270,465) (234,009)
— decrease/(increase) — B RITIERK
in pledged bank wd (&)
deposits 855 (154,223)
— dividends paid to — SR EFARAF
the Company’s ARIEREE A
equity holders - (58,278)
Net cash generated RESEENTE (FTHE)
from/(used in) ReFE
financing activities 157,426 (12,053)
Net (decrease)/increase ﬁﬁ&ﬁﬁ%ﬁ%
in cash and cash R ilipe:E]
equivalents (56,189) 8,475
Cash and cash R—A—RAZR&K
equivalents at REEMEY
1 January 139,887 259,972
Cash and cash RARA=Z+HEZHRER
equivalents at HeEEY
30 June 83,698 268,447
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Notes to the Condensed Consolidated Financial Information

Lz

1.

Rz e 5 E R

GENERAL INFORMATION AND BASIS OF
PREPARATION

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

The Company was incorporated in the Cayman
Islands on 12 July 2004 as an exempted
company with limited liability under the
Companies Law of the Cayman Islands. The
Company’s shares (“Shares”) have been listed
on the Main Board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”)
since 9 December 2004 (“Listing Date”).

The condensed consolidated interim financial
information was approved for issue by the
board (“Board”) of directors of the Company
(“Directors”) on 27 August 2007.

The condensed consolidated interim financial
information for the six months ended 30 June
2007 has been prepared in accordance with
Hong Kong Accounting Standard 34, ‘Interim
Financial Reporting’ issued by the Hong Kong
Institute of Certified Public Accountants. The
condensed consolidated interim financial
information should be read in conjunction with
the annual financial statements for the year
ended 31 December 2006.

ACCOUNTING POLICIES

The accounting policies adopted are consistent
with those set out in the annual financial
statements for the year ended 31 December
2006.

1.

—RERRERERE

RUHMBEERBERAR ([RA
all) REMEAR (5 AE
@) TRRBRELERHEDR
R RREMEL

Zi/N Tﬁﬂ_?7m¢tﬂ+_
HERSHERERSHER
iﬁ%&iﬁ %%%%ﬁ@
Al-BN—_TETME+=ANA
Uiﬁa%ﬂi_K A& 15
(Th1)) BEREBEHER S
BRAR ([BRAT]) EiR L

BRARAPHMBERR -
+tFENAZTLEERRRES
2 ([EFg)) fhET-

@5—7 qiﬁ/\ﬂ +E|_|J:/\
18R 2 kR & R E I &R Th
BHBEESMAGRMNEE
BT AR 3457 [ BB 3R
RE-BHREBRE_TTRE+
A=t—RLFEZFEHER
xR EERRE R BE
Fte

BB

PR SR BRABE_—TF)
FH-A=+—BLFEZF
BRI — 2
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Six months ended
30 June 2007

Opening net book amount
as at 1 January 2007

Additions

Amortisation

Closing net book amount
as at 30 June 2007

Six months ended
30 June 2006

Opening net book amount
as at 1 January 2006
Amortisation

Closing net book amount
as at 30 June 2006

BE-SZLE
ARA=+THIEAREA

R_ZET+F—H—H
Z BIBREFE
=

B

R-ZB2+F
ARA=tHZ
HAR AR EFHE

BE_ZEAE
NAZTALEAEA

REZZFTRFE—H—H
Z BRI R E
i

R-ZBTXRE
NA=+tHEZ
AR BRE FHE

RMB’000
=S

70,519
7,025
(491)

77,053

56,098
(604)

55,494



Six months ended
30 June 2007

Opening net book amount
as at 1 January 2007

Additions

Disposals

Depreciation

Closing net book amount
as at 30 June 2007

Six months ended
30 June 2006

Opening net book amount
as at 1 January 2006

Additions

Disposals

Depreciation

Closing net book amount
as at 30 June 2006

BE-SZLE
ARA=+THIEAREA

R_ZET+F—H—H
Z BIBREFE
=

HE

e

R-ZZLF
RA=tAZ
HRAREFE

Rt T PR

—==/\

ARA=THIEAREA

RZZFTRF—HF—H
Z AR EFE
N

HE

e

R-ZBEARE
AA=tHZ
HAR AR ENRE

—ET LA ERE

RMB’000
=S

824,057
241,680

(2,402)

(35,333)

1,028,002

598,315

62,200
(648)
(25,075)

634,792
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Trade receivables
Bills receivable

Less: Provision for impairment
of receivables

The fair value of trade and bills receivables
approximates their carrying amount.

The credit terms granted by the Group to its
customers are generally within 90 days. The

30 June 31 December

2007 2006

—EEF —TTRF

~NA=1+H +=—HA=+—H

RMB’000 RMB’000

AR¥TT ARSFT

FEME 55818 116,191 118,951
FEW =B FRIE 158,116 112,402
274,307 231,353

R FE UK IR

BB S (3,776) (3,901)
270,531 227,452

ageing analysis of the trade and bills BEE AT T

receivables was as follows:

0 to 30 days

31 to 90 days

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

Y E 5 R ZEFIAN QAR
HERmERS-

AEERTEEPHEES K
R90HA - EYE 5 N RIBFIRN

30 June 31 December

2007 2006

—EELF ZETRF

ANA=t+H +=—RA=+—H

RMB’000 RMB’000

AR¥TFT AREFT

0OHZ=30H 203,319 176,974
31HZE90H 51,783 31,126
91H£180H 7,327 15,076
1818 E1F 4,698 2,616
1F E 7,180 5,561
274,307 231,353
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Notes to the Condensed Consolidated Financial Information

6. PREPAYMENTS, DEPOSITS AND OTHER

RECEIVABLES

Deposits for purchases

of raw materials
Staff advances
Other receivables
Value-added tax recoverable
Prepayments
Deposits

BEREMZ
we
BT8R

Ho At U AR TR
PR ZIEE
FAf A
we

ANRER - REREEYER

o
TA

30 June 31 December
2007 2006
—EELHF ZTETRF
ANA=tH +=—A=+—H
RMB’000 RMB’000
AR®TFr AREFT
46,744 75,779
2,002 1,564
7,376 7,462
5,509 1,952
3,788 4,077
6,170 7,265
71,589 98,099

13
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Notes to the Condensed Consolidated Financial Information

7.

TRADE AND BILLS PAYABLES

Trade payables FENE 5 5IA
Bills payable FERTRIERIE

The ageing analysis of the trade and bills
payables was as follows:

0 to 90 days 0HZE90H
91 to 180 days 91H£180H
181 days to 1 year 181HE1E
Over 1 year 16U E

7. ERESREENRE
30 June 31 December
2007 2006
—EELF —ETRF
~A=1+H +=—A=+—H
RMB’000 RMB’000
AR¥TFT AREFT
138,262 187,899
115,000 82,650
253,262 270,549

FENE 5 KRR FIRR AR D 1T

NN
30 June 31 December
2007 2006
—EELF —ETRF
~A=1+H +=—A=+—H
RMB’000 RMB’000
AR®TFr AREFT
130,993 237,460
118,356 28,275
2,701 3,076
1,212 1,738
253,262 270,549

14
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Notes to the Condensed Consolidated Financial Information
8. ACCRUALS AND OTHER PAYABLES 8. TREBARHMEMER
30 June 31 December
2007 2006
—EEF —ETRF
ANA=1+H +=—A=+—H
RMB’000 RMB’000
AR®TFr AREFT
Accrued wages and salaries FEET T & K3 16,838 18,991
Other accrual of expenses Hih st 9,376 10,307
Deposits from customers e 15,656 12,841
Other deposits Hiiz e 9,281 8,034
Tax payables other than FERREIE (2
enterprise income tax FRiS RSN 947 6,383
Other payables H e RR K 32,118 32,044
Payable to former principal A 5 B i P AT
shareholder of a subsidiary e NG
resulting from an acquisition ZHRTEZRR
XAtz BRIE 67,578 67,578
Payables for purchase of BEYE KBE
property, plant and Bl
equipment FETBRIR 33,823 15,608
Deferred government grants RIEBTFEED 16,278 -
201,895 171,786

15



INTERIM REPORT 2007

16

Current

— unsecured bank borrowings

(Note (c))

— secured bank borrowings
(Note (a))

— other bank borrowings
(Note (b))

Non-current

— unsecured bank borrowings

(Note (c))
— other bank borrowings
(Note (b))

Total borrowings

30 June 31 December
2007 2006
:§§t$ —E=E /\ﬂE
~A=1+H +=—RA=+—H
RMB’000 RMB’000
ARETT AREFT
BPER
— KRR T
&8 (Kt () 6,854 13,507
—ﬁﬁﬁ#ﬁﬂ%
&8 (Hit(a) 80,300 61,500
— HAniRIT
&E (Hfab)) 255,385 233,531
342,539 308,538
JEENEA
— R ARIRTT
B8 (Hit(c)) 61,686 64,428
— HAniRIT
&E (M) 258,557 140,030
320,243 204,458
BB 662,782 512,996

As at 30 June 2007, bank borrowings bore
interest at rates ranging from 3.0% to 8.0% per

annum (2006: 3.0% to 8.0%).

(@) Secured bank borrowings of
approximately RMB80,300,000 as at 30
June 2007 (31 December 2006:
RMB61,500,000) were secured by
pledge of the Group’s inventories, land
use rights and buildings and machinery
and equipment with an aggregated
net book amount of approximately
RMB127,473,000 as at 30 June 2007 (31
December 2006: RMB110,266,000).

R-EZ+FRNA=1H R7E
EMFEFNENT3.0%%E8.0% (=
TERF:3.0%%E8.0%) °

(a)

REZZZTHFENA=ZTHYD
AER#80,300,0007T (— %
TRE+-_A=+—H:A
E#61,500,0007T) KA
HRTEEUAREENTE
BT R T R
BREEEE R T+
FRA=ZTBEBEEMNKR
HRERBHNBARE
127,473,0007T (ZZFZ/XF
+ZA=Z+—H:ARK
110,266,0007T) °



(b)

Other bank borrowings were secured by
cross corporate guarantees provided by
subsidiaries totaling of approximately
RMB513,942,000 as at 30 June 2007
(31 December 2006: RMB373,561,000).

In addition, Mr. Hong Tianzhu, Chairman
and executive Director of the Company,
has undertaken to maintain at least 30%
equity interest in the Company unless
otherwise agreed by the relevant bank in
respect of the provision of the unsecured
current and non-current bank borrowings.

Authorised: SEE
At 31 December 2006 RZZEZRE
and 30 June 2007 +-—A=+—H
T LF
~NA=1+H
Issued and fully paid: BEETRHE:
At 31 December 2006 RZZTERF
and 30 June 2007 +=-—A=+—H
LT +F
~NA=+H

—ET LA ERE

(b) HAMBITEEUMRB QAR
—EEHENA=THEE
HH;A AR#513,942,000
LR X EREER (ZF
TRE+-_A=+—H:A
R#373,561,0007T) °

(c) WM ARBEFERIITE
ERRMEEE Aeh RIE
SER AR BN N 2R AN )
RITEENERRTRAE
BRI D HRRE AR R K
ARHEE30%°

Ordinary shares of
HK$0.1 each
EREEIEB TN ER
Number
of shares
RHEE
‘000 HK$'000
FBR FAET

4,000,000 400,000

872,000 87,200

17
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On 21 November 2004, the Company
granted 4,342,000 options to certain
senior management of the Group under
a Pre-IPO Share Option Scheme to
subscribe for shares in the Company at
HK$0.69 per share, exercisable over the
period from 9 June 2005 to 8 June 2008.
The Group has no legal or constructive
obligation to repurchase or settle the
options in cash. All options remained
outstanding as at 30 June 2007.

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

R_ZTME+—A—+—
B AR RUREE R AREE
AT RER Blm s T AL
SAEIRER 114,342,000/
REA#E - AR B AR0.697%8 T
ZFMW§$ Al Z &

ERBETR_ZTZTAF
/\Hhafi—? 7)\&/\)%
J\ B HBRI T o AN S (B3 4%
FERBERETRSED
SR BB AE BT A B
R-ZEZTLFNA=1+HH
RITfE

miaN = —AFRETEEER
EENBREATEAAR
#5433,000 T % IER ) EE
285 NELARESK
0.69/87C LilifT6E(E  FAH]
% R RIZAEZ30% - TBHR
,ﬁﬁﬂ“ﬁéiﬁﬁo 5% JEHIRR B,
EHREZT REFEZEBTIER
2.88% ° TEHARR (B [0 FRIZAE
EREIRTIEA AR ERA
HABRERSTFNERRESR
TR &



Pursuant to a shareholders’ resolution
passed on 21 November 2004, the
Company adopted a share option scheme
(the “Share Option Scheme”), which will
remain in force for a period of 10 years
up to November 2014. Under the Share
Option Scheme, the Company’s directors
may, at their sole discretion, grant to any
employee, director, supplier of goods or
services, customer, person or entity that
provides research, development or other
technological support to the Group,
shareholder and adviser or consultant of
the Group to subscribe for shares in the
Company at a price of not less than the
higher of (i) the closing price of shares
as stated in the daily quotation sheet of
the Stock Exchange on the date of the
offer of grant; or (ii) the average closing
price of shares as stated in the daily
quotation sheets of the Stock Exchange
for the five trading days immediately
preceding the date of the offer of grant;
or (iii) the nominal value of a share. A
nominal consideration of HK$1
(equivalent of RMB1.04) is payable on
acceptance of the grant of an option. The
maximum number of shares which may
be issued upon the exercise of all
outstanding options granted and yet to
be exercised under the Share Option
Scheme and any other share option
scheme adopted by the Group from time
to time must not in aggregate exceed
30% of the share capital of the Company
in issue from time to time. At 30 June
2007, no options had been granted under
the Share Option Scheme (31 December
2006: Nil).

—ET LA ERE

BEARAR —ZZTNE+—
A=Z+—BZBRERZR"
AN EE LA — RIS AR
WERT & ([RERERT8)) - R
HE-_Z—MmFE+—AHI1t+
FHRB LB AR - RIEE
EAET S A AR EEA 2
ERBERINES EF 8
mE R AR B F AR
EEIRHAR BEEHEA
BT EARETE AR
REAEEBERSBAAR
A AE - AR AR BN
B EEEMER TSR
()RR E4 B H7E
RETE HRERETF H A
PUTE (i) R B R
T4 A BRI R ER 5 B
RETE HRERETF H A
BT E : k(i) AR (3 B
EE 1B THEERE (|
BARK1.047T) NERR
EERER OSSR
REAE T B & 2N 52 [ B R AR
HOFEfR] EL A B AR A AT BI AT
B A TE R
TER &S A FEITRRG
HHAFTTEBBAART
B BT TAAANEI30% c M- &

R IR B A A IR

(—BERFT=A=T—
BT
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Notes to the Condensed Consolidated Financial Information

12.

REVENUE AND SEGMENT INFORMATION
Sales and other gains — net

U]

(i)

Sales
Sales of goods (net of
value-added tax)

Other gains — net
Subsidy income
Net foreign exchange
losses
Others

Total revenue

Segment information

ESD
EamiHE
(e
IEET)

Hlezs — 558
(LT ON
b 5 B8 F 58

HAth

No business and geographical segment
analysis for the six months ended 30 June
2007 have been prepared as the Group
operated in one business segment —
manufacture and sale of yarn, grey
fabrics and dyed fabrics and substantially
all of the Group’s sales, segment results,
assets and liabilities were located in

Mainland China.

12.

Wk o BEHR

(i)

B R A — R

Six months ended 30 June

BZEAA=1+HIEAMEA
2007 2006
—EELE —EEREF
RMB’000 RMB’000
AR®TFr AREFT
1,440,209 1,198,004
11,944 22,802
(4,369) (237)
1,505 -
9,080 22,565
1,449,289 1,220,569
(i) 2EER

REEFKERE XD
H-REREEDE KN
REEME - ANEBER
FBLREE DHEEE EE
R EEHR EF@IKW°
Hit #E=—TZT+F A
=+ HIEANEARNESYZ
B RMER S AR DT
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Expenses included in cost of sales, selling and
distribution costs and general and
administrative expenses are analysed as

follows:

Cost of inventories

Employment costs

Depreciation and
amortisation

Transportation

Utilities

Auditor’s remuneration

Interest on bank loans
wholly repayable
within five years
Other incidental borrowing
costs
Less: amount capitalised
in property, plant
and equipment

Exchange gain

Finance costs

Finance income — Interest
income on short-term

bank deposits

Net finance costs

FERX
BERA
e R

B
& RIREL
Gl

ARNAEN
BREERD
RITE TS

HibfEERA

e T
RHEAL
e

—ET LA ERE

I BRI BN - HHE Ry 855
AR — MR RATH R 2 59 5 4 4
T

Six months ended 30 June
BZEAA=tTHLAEA

2007 2006
—EBtLHF =T EONE
RMB’000 RMB’000
AR FT ARETT
1,035,247 830,299
130,940 100,518
35,824 25,679
20,232 17,031
85,774 64,992
1,500 1,500

Six months ended 30 June
BZEANA=1THLAEA

bEE 4 e g

T

BATS WA — 52 55
RITER
MEWA

B 5 B R

2007 2006
S —ETAE
RMB’000 RMB’000
AR®TFr ARMTFr
23,061 14,771

- 3,368
- (1,030)

23,061 17,109
(9,708) -
13,353 17,109
(660) (1,160)
12,693 15,949
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Mainland China enterprise
income tax (“EIT”) FriS R
Deferred income tax

GIEPN ST S

TS

No provision for Hong Kong profits tax
has been made as the Group had no
assessable profit arising in or derived
from Hong Kong during the six months
ended 30 June 2007 (For the six months
ended 30 June 2006: Nil).

The subsidiaries established in Mainland
China are subject to EIT at rates ranging
from 15% to 33% during the period.

Except for Texhong (China) Investment
Co., Ltd., all other subsidiaries of the
Company established in Mainland China,
being wholly foreign owned enterprises,
have obtained approvals from the
relevant Mainland China Tax Bureau for
their entitlement of exemption from EIT
for the first two years and 50% reduction
in EIT for the next three years,
commencing from the first profitable year
after offsetting all unexpired tax losses
carried forward from the previous years
in accordance with the relevant tax rules
and regulations applicable to foreign
investment enterprises in Mainland
China.

Six months ended 30 June
BEANA=tTHLAEA

2007 2006
—ETLE —ETAR
RMB’000 RMB’000
ARMF T ARMFTT
14,428 19,205
477 1,032
14,905 20,237

HRASERBE—TT
FRA=THLEANE R L&
EBEBEEEMERD &
M B B EE RS
HEE (BEZETREN
A=+HBIEXER:Z) -

TR B A B2 X SZ Y P8 2 )
ARBRREEMEHRE
15% ZE33% MNP
Mt

BRI () RE AR QA
S+ AN X BB AR B A ek A 32
HELft P A KT8 2 B35 AR50
BEELE ERBEEAR
HEIAREINE R RH A RN
AR RRE BSBRET
BAEBRE B2 4 A1
R A BEFESEEN
PrERBIEAD R B 1R 1% & (&
ERNFER 2BEERS
BRE  HR = FRIER K
S



Texhong (China) Investment Co., Ltd.,
being an investment holding company
incorporated in Mainland China, is subject
to EIT rate of 15%.

The Company was incorporated in the
Cayman lIslands as an exempted
company with limited liability under the
Companies Law of the Cayman Islands
and accordingly, is exempted from
payment of the Cayman Islands income
tax. The Company’s subsidiaries
established in the British Virgin Islands
were incorporated under the then
International Business Companies Acts
of the British Virgin Islands and
accordingly, are exempted from payment
of British Virgin Islands income tax. The
Company’s subsidiaries established in
Macao and Vietnam are loss-making for
the period ended 30 June 2007 and they
were not subject to Macao and Vietham
income tax during the six months ended
30 June 2007.

The calculation of basic and diluted earnings
per share are based on the profit attributable
to equity holders of the Company of
RMB79,922,000 (2006: RMB111,638,000).

The basic earnings per share is based on the
weighted average number of 872,000,000
(2006: 872,000,000) ordinary shares in issue
during the period.

—ET LA ERE

RIL (P E) WEERARR
PR B RBESE MR AL 2 &
R R BB E15% 58
MIEEPTEH

ARARBRERESRANE
SR SR AR
RERIA FALEHREH
MFEEREMFEHR-ARA]
BB B 2 RE B RS AP/
RAREBRE LS ERE
BREE R BDAREMA - H
IR RN RBRE LR S
PRAS B AN X B PR P K i
FARKZ T B A RIRNEE =
ZTHFRA=THIEER
BEEE RHERBE-F
ZHFERA=THIEREAR
BAGMRPI R BE MRS
Mt

BREAREERFREAR
AR ER S AR SR AR
79,922,0007T (ZZETNF: AR
#111,638,0007T) 5t &

BRERBF TIZHARERTE
A% Nt F 5 %1872,000,0004%
(=== ;X4 :872,000,0000%) 5+

s
(=)
Sl
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The diluted earnings per share is calculated
by adjusting the weighted average number of
872,000,000 (2006: 872,000,000) ordinary
shares in issue by 2,295,000 (2006: 1,737,000)
assuming conversion of all share options. A
calculation is done to determine the number of
shares that could have been acquired at fair
value (determined as the average annual
market share price of the Company’s shares)
based on the monetary value of the
subscription rights attached to outstanding
share options. The number of shares calculated
as above is compared with the number of
shares that would have been issued assuming
the exercise of the share options in full.

The directors do not recommend the payment
of interim dividends for the six months ended
30 June 2007 (For the six months ended 30
June 2006: HK$0.03 per ordinary share,
totaling RMB26,929,000).

Government grants obtained 8 2= Z%/ﬁ
from the Management RERE
Committee of Taizhou é%@ﬁ'\]

Economic Development Zone  HF#EN

BREERFOTERED
ﬁﬁﬁ%h%ﬁ%ﬁ%ﬂ%@h
Hn#EF 5 %872,000,0000% (—=F
TN4:872,000,0000%) fEH
2,295,000/ (—ZEZTN&F:
1,737,0000%) BYFH%EE  ZHIRIRARTT
FEREFTHI RN EEEE
EITRTEUEEERHRATE (%
RABRDEFHEENISRE
MET) BARNRMDEE A £
FRETEMERGEE S EEE
2 EITERIAE M EE TR D &
B e LB

BV TEZRBE_ZTALF
NA=TBIEREA SRR (B
E—ijj/\fﬁ/\ﬂ +E¢/\1.
A: l’H @HXO 03/’%75 =7 }\
R #26,929,0007T) °

30 June 31 December

2007

et

ARB=+H
RMB’000 RMB’000
AR FT ARETT
21,889 21,889




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

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

—ET LA ERE

NEBE-—_ZE-_F+-_A=+—
BUEEE ANARZENBARZ:
It 42 K UL 45 &% B BR & A A
AR#26,289,000 T8 A — 5218
IR EAREN L B
AER#4.400,00070 R AR
21,889,000 T SABR T B S - o 2K
SEERIHEFMNCERER
ERZEEHR ZARE
21,889,0007T AL & & Z M 48 7
FEEEEZE SR TRMEL
RUIH AR DTN STEFE
FNEEREREEZESDE
EEBENRNT L EREER
SINZERE ASEETIEE
NEZEFRIE R WL ERE Z M
KEREREELT WIS
ZEFEREE KIS BIAE @
BAXFWEBRANHEARE
21,889,0007T °

ARRBZRAKENEEETR
H LR ARETEELERE

f&e
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TEXHONG TEXTILE GROUP LIMITED
INTERIM REPORT 2007

Notes to the Condensed Consolidated Financial Information

19. COMMITMENTS
(a) Capital commitments

Capital expenditure at the balance sheet

date but not yet incurred is as follows:

Property, plant and
equipment

Contracted but not
provided for

Authorised but not
contracted for

(ER =
i

EET4E
REE
EEEE
RETH)

AiE

(a) BEREIE
REZERNEARRAS (BX
EX) RIAT:

30 June 31 December
2007 2006
—EELF ZEERF
AA=+H +ZHA=+—H
RMB’000 RMB’000
ARETFT AREFT
296,435 9,18

- 207,178

296,435 282,691
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e
Notes to the Condensed Consolidated Financial Information
19. COMMITMENTS (Continued) 19. &iE (&)

(b) Operating leases commitments (b) REHEFRE

The Group leases various land, offices
and warehouses under non-cancellable
operating lease agreements. The leases
have varying terms, escalation clauses
and renewal rights.

The future aggregate minimum lease

payments under non-cancellable
operating leases are as follows:

Not later than one year —FNRN

Later than one yearand —FREAFNR

not later than five years
Later than 5 years hF&

REERB T AT HEHE L
EipAmAEE TR
MRAERRE-ZFHEZ
HE BEES 2GR RE
HITEN BB TR

REBETAHHEEEMEEZR
REEHEFIR@ELI T

30 June 31 December
2007 2006
—EELHF —EERF
ANA=+H +-A=+—H
RMB’000 RMB’000
ARETFT AREFTT
5,388 2,552
17,203 9,089
62,828 79,024
85,419 90,665
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New Green Group Limited (incorporated in the
British Virgin Islands) owns 44.5% of the
Company'’s shares. Mr. Hong Tianzhu is the
principal shareholder of New Green Group
Limited, and has a beneficial shareholding of
54.5% in the Company through his own
capacity, New Green Group Limited and
another company. Mr. Zhu Yongxiang has a
beneficial shareholding of 17.5% in the
Company. The remaining shares are widely
held.

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

Name of related party

R BB

Hong Tianzhu
HRR

New Green Group Limited

Nantong Shuanghong Textile Co., Ltd.

EEpEk-TARGEALEC] FYN|

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

RITENZ (#&55) BERAF)

Nantong Textile Group Co., Ltd.

FBEEREERSBAERAT

New Green Group Limited (72 %
BRABSEMKL) HEARAT]
AR1DH044.5% o HERIN S ANew
Green Group Limited#) 3= Z %5 -
HEBHEN S 1) New Green
Group Limited &2 55— AR Bz
B AR EIHI54.5% 04 Kok FF
FEBRERARAIN7.5%MK
TSR TR D B2 DR ELA
.

AABEZRAKENERE
EBRATIRA,ALRE
SRR T :

Relationship with the Group
BRA S @R R

Director

B=x

Shareholder
&

Controlled by Hong Tianzhu, a director
HE E R

Controlled by Hong Kong Tin Hong
Industrial Limited, a company
controlled by Hong Tianzhu,

a director

HEBRIEZEARR AR (EFHRM

2 A R 2

An associate of Hong Kong
Tin Hong Industrial Limited,
a company controlled by
Hong Tianzhu, a director
ERRMEZEARRAT (EFHRN
2 EO VNI DR K NG|
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Notes to the Condensed Consolidated Financial Information

20. RELATED PARTY TRANSACTIONS 20.
(Continued)
(b) Sales/purchase of goods

Six months ended 30 June
BZEASA=1THIEAREA

2007 2006
“ETEF ZETRF
RMB’000 RMB’000
ARMFT AREFT
Nantong Textile Group FA R AT AR AR
Co., Ltd. SEGER
BRAT
— Purchase of goods —EBEEM 529 1,107
— Sales of goods —HEEM 33 4,688
Tianhong Printing and RETENZ: (#285)
Dyeing (Wuxi) Co., Ltd. BRAT]
— Purchase of goods —EBEEM 622 5,305
— Sales of goods —HEEM 24 4,552
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TEXHONG TEXTILE GROUP LIMITED
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Notes to the Condensed Consolidated Financial Information

20. RELATED PARTY TRANSACTIONS 20. EEBAEE LIRS (
(Continued)
(c) Period-end balances arising from (c) HE BEEREEZ
sales/purchases of goods HiR 46
30 June 31 December
2007 2006
—ETLEF ZTEREF
~A=+HB +ZA=+—H
RMB’000 RMB’000
AR¥FR ARBFT
Receivables from related ~ fEUZRFiE T
parties ZFIE
Tianhong Printing and RATENR (4%85%)
Dyeing (Wuxi) Co., Ltd BRAA 4,010 4,327
Nantong Textile Group FA R AT AR AR
Co., Ltd. EEGER
BRAA] 1,655 141
5,665 4,468
Deposits from related RE R 2
parties HER
Tianhong Printing and RATENZR (#85)
Dyeing (Wuxi) Co., Ltd. BRRATA 197 —
Nantong Textile Group FA AN AR RR
Co., Ltd. EBLHA
BRATA - 549
197 549
These balances with related parties are R BR800 A R
unsecured, non-interest bearing, and are RERFER—FANEER-

repayable within one year.
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Salaries, wages and He IE8R
bonuses TEAL

Pension cost (defined BIRESEA (R
contribution plan) KRG &)

Other benefits E fth 42 A

On 11 July 2007, Texhong Textile Nantong
Limited, a wholly-owned subsidiary of the
Company, entered into an acquisition
agreement to acquire 37% equity interest of
Nantong Textile Group Co., Ltd. (“Nantong
Textile”) from Hong Kong Tin Hong Industrial
Limited, a company wholly owned by Mr. Hong
Tianzhu, an executive Director and Chairman
of the Group, for a total consideration of
RMB30,000,000 comprising cash of
RMB15,000,000 and 10,655,173 shares of the
Company (based on the average closing share
price of HK$1.45 for the last five trading days
immediately prior to the date of signing of the
agreement).

Up to the date of approval of these condensed
consolidated interim financial information, the
transaction has not yet been completed and
there is insufficient financial information
available for the Group to identify and
determine the fair values to be assigned to
Nantong Textile’s identifiable assets acquired,
liabilities and contingent liabilities assumed for
the purpose of allocation of purchase
consideration and estimation of goodwiill.

—ET LA ERE

Six months ended 30 June
BZEA~A=1THIAEA

2007 2006

S i —EFENA
RMB’000 RMB’000
AREFT ARKEFTT
2,452 2,914

106 94

456 =

3,014 3,008

A—ZZHELA+—HB AAR]
ZEEMBRBRILHEERE
RARRI—BEE WS AES
RITEEERAR (AEEHTE
EREBERANEERERELZ
A7) WEER B AR B A A
FERAE ([FEBE])37%H
e HE - (8 A AR 30,000,000
JT BiEIRE AR#15,000,0007T
AR AR FIB210,655,173/% (LA
Fr BN RERRERSE
SEHR T EER1.458 T E)

BEREHRRE T RUBER
EHEZ B BB 5 ARTH
F itk AL E RS AP HE
Kt CATER N BB E 4R T RSB A
BB BRIEEZ A TE:
AR ek 8 e O (OB Rttt i
mAEz BERIARARZAF
(=0
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China textile industry faced several challenges in the
first half of 2007. Restrictions posted by the EU and
the US on the export of China’s textile and garment
products, together with RMB appreciation and the
reduction in VAT refund in export of textile and
garment products have substantially reduced the
growth magnitude of the export sector of China textile
industry, considerable amounts of the textile and
garment orders from the EU and the US has been
shifted from China to other countries in Asia. As a
result, we noted a slow down in growth of export
sector and export sales of China’s textile and
garment products. In the first half of 2007, China’s
textile and garment export grew by 17.6%, a slow
down of 6.9 percentage points, as compared to an
increase of 24.5% in the first half of 2006. In addition,
significant increase in cost of raw material, energy
and labour and more stringent environmental
protection policy have declared a substantial
increase in cost and erosion in the profitability of the
textile and garment manufacturing sector, especially
for those in the down stream of the industry chain.

Despite of the unfavorable market environment, the
Group has gained further market recognition in the
core-spun textile sector in Mainland China as well
as in the overseas market. Sales volume of yarn and
grey fabrics increased by 26.6% and 18.6% to 42,007
tonnes and 50.5 million meters, respectively for the
six months ended 30 June 2007. Geographically, the
Group’s yarn and grey fabrics were mainly sold
domestically in China with major customers located
in Jiangsu Province, Zhejiang Province and
Guangdong Province. Sales from domestic market
increased by 24.8% and reached a record high of
RMB1,311.7 million in the first half of 2007, with
Guangdong market gaining further in market share
and achieved a substantial increase in sales of 52.0%
as compared to the corresponding period last year.

£

FRENSNBER ST +F FFFHEES
% TE P - FR 7O B BE AN 25 B (m) P B 4 Ak
FRRKEMRTDAORE 7TEERS L
AREFAER AR KERT DS
ARG ERRTR D BE P B4 4
RO EERNETE - TDREER
BREBE R R KEMMET 2 3
B B A d M E E R o E bt - F A9
SEEEIREMEERKERTOREA
HERRRE - R_TTLF LH¥F F
Bl&R#E M PRI E fb i 38 R17.6% * th—=
T NF EHFER1524 5% 0938 KA
6.9 B2 SN EME BER KT
FRARFRE EF DA R BB AT A BRARIBUR

SHAKIE EF i — PR ES R &
RIREE MR TG 7 L E AR E
TR0 G n R BT 2 o B i K o

BEMAERAFEAR AEBEFH
KEE BN AR RS mER T
HIDRGE-—FOMSRRA-BE_T
ZHFENA=1THIEANER YERE
WHHEE D R E7126.6%%18.6% * =
42,007 250,500,000 ° 30 [% /5 & » 4
SEEENYEIATEEZRFEER
EITHE TEFPMRIERE INTIE
MEREG - —ZTT+F LFFAEBP
BANTISM SRR EAR = E7124.8%
Z= AR#1,311,700,0007T ER A BT
BHREE—SEXN BREEEETRH
EAtALL 8R1552.0% M BB E g



However, the unfavorable market environment of
China textile industry, especially in the export sector,
has impacted adversely on the Group’s profitability
for the six months ended 30 June 2007. The overall
gross margins of the Group’s products dropped by
3.7 percentage points to 13.8% compared to 17.5%
for the corresponding period last year. The significant
drop in the gross margin was partly due to decrease
in average selling price of grey fabrics as a result of
the RMB appreciation and the reduction in VAT
refund of exported textile products and partly due to
the substantial increase in the cost of spandex, which
is the second major raw material of the Group,
besides cotton.

In response to the recent market changes, the Group
has reviewed its business development strategies
and reinforced/formulated following strategies and
implemented its business plans accordingly:

Following the cooperation with Dow Chemical
since 2006, the Group has entered into a
strategic partnership agreement with Lenzing
Fibers (Shanghai) Co., Ltd. in April 2007, which
is a wholly owned subsidiary company of
Lenzing AG-Austria, a world leader in cellulose
fiber technology, with an annual production
capacity of about 520,000 tonnes of Viscose,
Modal and Tencel (Lyocell) fibers. The
cooperation with the giant fiber suppliers helps
the Group in exploring high-end textile and
garment market in both Mainland China and
overseas. As a result, the Group has gained
some prominent customers in Japan and
Europe and considerable number of orders
from overseas.

—ET LA ERE

R RESHEE (BFREO0AE ) B
BAANMSERE FE2TASEESE
—EEHFENA=TREANEANET
R - AREEERNWEEERN R TEKSI.7
EEN2E13.8% © ZFERERISRE
17.5%* 25 REEAREFHEA R L5
S OREERRBIR D S HEMEF
BHEETR: Z—RENRE G (ANEE
FERE-FEEEME ERRIBE ) 8
AR K8 _EARFT 31 B

RENSONTISEE AEBEEER
H SRS R SRS - M AR FE ANGE, Il 3T LA
TEREE TR BSOS

B —_TTNFHBCEEER
AEBR T LF A EHEB
M (B8 AR AR —EE
BMEIER A R AR R
FEIEERE (Bl EEEEms
AEFEtAARE) N2EHB R
A BTEAEMRB EREBEXA
(Lyocell)# # ) 2 ££49520,000
0 o 7N = B 37 368 Bl 5 L R TR0 e it
EEAE BB ASEEEH HARE
G I B = i 47 Ak SR B K T 55 0
At A& BE B AFMBONFEUS
TroamBERE WHtBINERAE
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In addition, the Group has centralised its
research and development resources from its
headquarter and all PRC factories and
established a formal research and development
centre in Changzhou to enhance the Group’s
research and new product development
capability and expand the Group’s product
variety. Following the successful launch of
metallic wire series textile products, the Group
has actively launched to the market core-spun
textile products with polyester, nylon and
polypropylene in the first half of 2007.

The above actions have gained encouraging
response from the market in the first half of
2007. As a result, sales of the Group’s non-
spandex core-spun textile products grew
significantly by 105.7% to RMB204.9 million
compared to corresponding period last year.
The Directors believe that continuous and
actively launch of new and high value-added
core-spun textile products is an effective tool
to enhance the Group’s leading position in core-
spun textile products in the world. In addition,
expanding our product variety could effectively
diversify the risk of fluctuation in raw material
cost in the long run.

FI AEED EF AR TEE
I TR B FINE TR - A
S — @R O ARF AR EE R
BHNEmAEE T RIFFIE hI AR E
MEmBE ARIEL S BAR
JIHBmE AEEER —FF
T F B FREERE D RS SRR
AR AR RO B4 B

iR - T E Y ER
BTLAHENRR AL A&
ERp et mgmiEsn
EERIBMELLRIE EFH105.7% A
R#204,900,0007T EE 1+
B T R NER R
SRS Be A RS ANEEERR
BN T ISR 2 BRRB STtz -
IR S INE R TIESE B Al A3
7 BRI RHBK AR Eh ) R o



To overcome the continuous increasing
pressure of the manufacturing cost in China,
the Group made a strategic move in 2006 to
shift its yarn capacity expansion focus from low-
cost acquisitions in China to expansion in
Vietnam. It is the Group’s plan to expand its
yarn production capacity in Vietnam to
approximately 350,000 spindles before the end
of 2008, gradually by three phases. Phase | of
the Vietnam expansion plan comprises 70,000
spindles, part of the Phase | production lines
have been put into trial run operations in August
2007 and the Group plans to commence
commercialised production of the Phase | in
October 2007. Phase Il of about 140,000
spindles is currently in the planning stage,
construction work is planned to kick-off by the
end of September 2007. It is expected that
Phase Il could be put into trial run production
in the second quarter of 2008. Phase Ill of
about 140,000 spindles is planned to start
construction work immediately after the
completion of Phase Il and expected to start
trial run production in the first half of 2009.

As the estimated overall average
manufacturing cost (including labour and
electricity costs) in Vietnam would be
substantially lower than the Group’s current
average manufacturing cost of its 11 factories
in China, the Directors believe that, after putting
into operations of the production facilities on
completion of Phase I, Il and Ill, the Group’s
average manufacturing cost could be gradually
lowered, and the Group’s overall gross margin
of its products is likely to be improved in the
near future.

—ET LA ERE
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As the textile agreement between the EU and China
will expire at the end of 2007 and accordingly all EU’s
quota restrictions on China’s textile products are
supposed to be removed starting from January 2008.
However, it is believed that potential threats arising
from trade protectionism is likely to appear again in
China’s textile product trading with EU and the US,
they might adopt other trade restrictions on the export
of China’s textile and garment products such as
technical trade barriers in order to restrict the
expected enormous growth in China’s textile and
apparel exports. In addition, the rapid growth of the
textile industries in developing countries such as
India and Pakistan poses further challenges to China
textile industry. Furthermore, the export VAT refund
on garments has been further cut by 2% starting from
1 July 2007, it is expected that garment export sector
of China textile industry will be significantly affected
and that part of the margin pressure will have to be
shared by the upstream fabric manufacturers in
China. All of these will accelerate the consolidation
process of the textile and garment industry in China,
which will, in the long run, enhance the
competitiveness and economies of scale of large-
scaled textile enterprises.

In the first half of 2007, the Group has gained further
market share and customer base in Southern China
and export market including Hong Kong, Japan,
Turkey and ASEAN countries. We expect that the
Group’s current growth trend on sales of core-spun
textile products will sustain in the second half of 2007.
The Group will continue to implement its Vietnam
investment plan and expand its upstream yarn
production capacity in Vietnam for supplying the
Group’s customer base in Southern China and
overseas market. By taking the advantages of the
expected substantially lower manufacturing cost in
Vietnam as compared to China, it is expected that
the Group’s overall average cost of its core-spun
textile products could be decreased in the near future
after the planned yarn production capacity of 350,000
spindles in Vietnam has been gradually put into
commercialised operations in 2007 and 2008.
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Following the establishment of the research and
development centre in Changzhou, the Group will
devote more resources to improve its competitive
strengths by introducing more innovative new core-
spun cotton textile products like the core-spun yarn
and fabrics with metallic wires, polyester,
polypropylene and nylon for improving the Group’s
product structure and enhance the overall profit
margin of the Group’s products. At the same time,
the Group will focus on brand name development of
its yarn and fabric products after the successful
launch of the international standard sales platform
at Texhong (China) Investment Co., Ltd, its regional
headquarter in Shanghai in July 2007.

To achieve the Group’s principal development
strategy of becoming a leading vertically integrated
manufacturer of high value-added core-spun cotton
textile products in the international market, the Group
has entered into an acquisition agreement to acquire
37% of equity interest of a dyeing and printing
company in Nantong in July 2007. It helps the Group
to enter into the fabrics printing and dyeing market
in China. In addition, it also provides a low cost
acquisition opportunity of yarn spinning capacity to
the Group as the factory is currently building a yarn
spinning capacity of 60,000 spindles and is expected
to commence commercialised production in
September 2007. Together with the new production
plant in Vietham which will commence production in
October 2007, it is expected that these operations
will start contributing to performance of the Group in
the second half of 2007.

Looking ahead, China will remain as the Group’s core
market and it is expected that sales in China will
attain outstanding increase due to the rapid growth
in domestic consumption power in recent years.
Being one of the most competitive cotton textile
manufacturers in China and a leading supplier of
core-spun textile products in the world, the Directors
are confident that, in the second half of 2007, the
Group’s market position will be further enhanced in
line with its business expansion plans.
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As at 30 June 2007, the Group’s bank and cash
balances (including pledged bank deposits)
amounted to RMB97.2 million (As at 31 December
2006: RMB154.3 million).

As a result of business expansion during the period
under review, the Group’s inventories and trade and
bills receivables increased by RMB72.6 million and
RMB43.0 million to RMB523.3 million and RMB270.5
million respectively (As at 31 December 2006:
RMB450.7 million and RMB227.5 million). The
inventory turnover days and trade receivable turnover
days are 71 days and 31 days respectively,
compared to 58 days and 27 days respectively as at
31 December 2006.

To cater for the working capital and capital
expenditure requirement as a result of the Group’s
business expansion, the Group’s bank borrowings
increased by RMB149.8 million to RMB662.8 million
(As at 31 December 2006: RMB513.0 million).

As at 30 June 2007, the Group’s financial ratios were
as follows:

Current ratio TREhE R
Debt to equity ratio’ B ERER R

Net debt to equity ratio? & &/ FRAME L K2

l Based on total borrowings over total equity
2 Based on total borrowings net of cash and cash

equivalents and pledged bank deposits over total
equity
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Majority of the Group’s sales, purchases and
expenses are denominated in Renminbi, in the
opinion of the Board, the exposure to fluctuations in
foreign currency exchange rates is minimal. Except
the interest rate swap entered in 2006 with ABN
AMRO in order to mitigate interest rate risk and
foreign exchange risk for repayment of US$21 million
syndication loan, the Group did not involve in any
other hedging activities during the period under
review.

For the six months ended 30 June 2007, the capital
expenditure of the Group amounted to approximately
RMB248.7 million (For the six months ended 30 June
2006: RMB62.2 million). It represents additions to
land use rights and property, plant and equipment
for new production plant in Vietnam and the new yarn
factory in Xuzhou, Jiangsu Province of 50,000
spindles.

As at 30 June 2007, the Group’s inventories, land
use rights and buildings and machinery and
equipment with an aggregated net book amount of
approximately RMB127.5 million (as at 31 December
2006: RMB110.3 million) were pledged to secure
general banking facilities of the Group.

As at 30 June 2007, the Group had contingent
liabilities of RMB21.9 million (as at 31 December
2006: RMB21.9 million). Such amount represented
government grants obtained from the Management
Committee of Taizhou Economic Development Zone
in connection with the Group’s purchase of a piece
of land in Taizhou, Jiangsu Province, China.
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As at 30 June 2007, the Group had a total workforce
of 14,845 (as at 31 December 2006: 12,567), of
whom 13,636 were based in the regional headquarter
in Shanghai and in our 11 manufacturing plants in
mainland China. The remaining 1,209 were located
in outside-mainland China region including Vietnam,
Hong Kong and Macau. New employees were
recruited to cater for the Group’s business expansion
during the period under review. The Group offers its
staff competitive remuneration schemes. In addition,
discretionary bonuses and share options may also
be granted to eligible staff based on individual and
Group’s performance. The Group is committed to
nurturing a learning and sharing culture in the
organisation. Heavy emphasis is placed on the
training and development of individual staff and team
building, as the Group’s success is dependent on
the contributions of all functional divisions comprising
of skilled and motivated staff.

In view of the estimated significant capital investment
in Vietnam and the related working capital
requirements of the Group in the second half of 2007,
the Board does not recommend the payment of an
interim dividend for the six months ended 30 June
2007 (2006: HK$0.03 per share). Depending on the
financial and cash position of the Group, the Board
still intends to maintain a long term, stable dividend
payout ratio, providing shareholders with an equitable
return, therefore it will consider recommending the
payment of a final dividend for the year ended 31
December 2007.
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HAth & #t

During the reporting period, neither the Company nor
any of its subsidiaries purchased, sold or redeemed
any of the Company’s listed securities.

A share option scheme (the “Share Option Scheme”)
was adopted pursuant to a written resolution of all
the then shareholders of the Company passed on
21 November 2004 (“Adoption Date”).

The purpose of the Share Option Scheme is to
enable the Group to grant options to selected
participants as incentives or rewards for their
contributions to the Group. All directors, employees,
suppliers of goods or services, customers, persons
or entities that provide research, development or
other technological support to the Group,
shareholders of any member of the Group, advisers
or consultants of the Group and any other group or
classes of participants who have contributed or may
contribute by way of joint venture, business alliance
or other business arrangement and growth of the
Group are eligible to participate in the Share Option
Scheme.

The Share Option Scheme will remain in force for a
period of 10 years after the Adoption Date.

The total number of Shares which may be allotted
and issued upon exercise of all options to be granted
under the Share Option Scheme and any other share
option scheme adopted by the Group must not in
aggregate exceed 10% of the Shares in issue on
the Listing Date (“General Scheme Limit”). The
Company may renew the General Scheme Limit with
shareholders’ approval provided that each such
renewal may not exceed 10% of the Shares in issue
as at the date of the shareholders’ approval.
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The maximum number of Shares which may be
issued upon exercise of all outstanding options
granted and yet to be exercised under the Share
Option Scheme and any other share option scheme
adopted by the Group must not in aggregate exceed
30% of the Shares in issue from time to time.

Unless approved by shareholders of the Company,
the total number of Shares issued and to be issued
upon exercise of the options granted under the Share
Option Scheme and any other share option scheme
of the Group (including both exercised or outstanding
options) to each participant in any 12-months period
shall not exceed 1% of the issued share capital of
the Company for the time being (“Individual Limit”).

An option may be accepted by a participant within
21 days from the date of the offer of grant of the
option. A nominal consideration of HK$1 is payable
on acceptance of the grant of an option.

An option may be exercised in accordance with the
terms of the Share Option Scheme at any time during
a period to be determined and notified by the
Directors to each grantee, which period may
commence on a day after the date upon which the
offer for the grant of options is made but shall end in
any event not later than 10 years from the date of
grant of the option, subject to the provisions for early
termination thereof. Unless otherwise determined by
the Directors and stated in the offer of the grant of
options to a grantee, there is no minimum period
required under the Share Option Scheme for the
holding of an option before it can be exercised.

The subscription price for the Shares under the Share
Option Scheme will be a price determined by the
Directors, but shall not be less than the highest of (i)
the closing price of Shares as stated in the Stock
Exchange’s daily quotations sheet on the date of the
offer of grant, which must be a business day; (ii) the
average closing price of the Shares as stated in the
Stock Exchange’s daily quotations for the five trading
days immediately preceding the date of the offer of
grant; and (iii) the nominal value of the Shares.
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As at 30 June 2007, no option was granted under
the Share Option Scheme.

Another share option scheme (the “Pre-IPO Share
Option Scheme”) was adopted pursuant to a written
resolution of all the then shareholders of the
Company passed on 21 November 2004 for the
primary purpose of recognising and rewarding the
contribution of certain directors, senior management,
employees, consultants and advisers of the Group
to the growth and development of the Group and
the listing of the Shares on the Stock Exchange.

The principal terms of the Pre-IPO Share Option
Scheme are similar to the terms of the Share Option
Scheme except that:

(i) the classes of eligible participants are different
from that of the Share Option Scheme;

(i)  the General Scheme Limit, the Individual Limit
and the restrictions on grant of options to a
connected person do not apply;

(iii)  the rules of the Pre-IPO Share Option Scheme
were adopted unconditionally but the exercise
of any option is conditional on the Stock
Exchange granting listing of, and permission
to deal in, any Shares to be issued pursuant to
the exercise of options granted under the Pre-
IPO Share Option Scheme on or before 30 days
after the date of the prospectus of the Company
dated 30 November 2004, failing which such
options granted and the Pre-IPO Share Option
Scheme shall forthwith lapse; and

(iv) the Directors may only grant options under the
Pre-IPO Share Option at any time with a period
commencing from 21 November 2004 and
ending at 9:00 a.m. on the Listing Date.
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As at 30 June 2007, the number of Shares in respect
of which options had been granted and remained
outstanding under the Pre-IPO Share Option
Scheme was 4,342,000, representing approximately

0.498% of the Shares in issue at that date.

Details of the outstanding share options as at 30 June

RZZBEZLERA=ZTH BREFRRQ
B35 6 AR A AT 81 B R I R M AR AT
BREMATETZ2ROEE R
4,342,0008 840 - 1 E 15% B IR A A
BT 2 %90.498% °

RZZEZHFSA=ZTBEREBEERAR
HE R B AR B H T 5 R T R 2 8

2007 which have been granted under the Pre-IPO
Share Option Scheme are as follows:

Number of option shares

BRERGEA
Outstanding
at 1 January
2007 Exercised
Date of R=Z2Z+LE  during the
grant —-A-H period
RitiAH HARTE BT
Mr. Zhang 21 November 1,200,000 -
Chuanmin 2004
REREA ZTINE
t=A=t-R
Mr. Sha Tao 21 November 1,158,000 -
DREE 2004
—EENE
+-A=1+-H
Mr. Hu Zhiping 21 November 1,158,000 -
HETEE 2004
“ZINE
t=A=t-A
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Outstanding
at 30 June
2007
R=Z2BtE
~A=1A
HRTE

Exercise
price
(ix:d
HK$
BT

1,200,000 0.69

1,158,000

0.69

1,158,000 0.69

Exercisable
period
s
(Note)
(Fis)

three years
commencing from
and including the
date falling six
months after the
Listing Date

=E
T R HER 2
AEAE RFER

three years
commencing from
and including the
date falling six
months after the
Listing Date

=F
B L E SRR
~EAEBFR

three years
commencing from
and including the
date falling six
months after the
Listing Date
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Number of option shares

—ET LA ERE

BRERGHE
Outstanding Outstanding
at 1 January at 30 June
2007 Exercised 2007
Date of BW=BZtE  duringthe H=BFLE Exercise  Exercisable
grant -A-H period ~B=tH price  period
RHAH KT R WATE  RE RS
HK$  (Note)
#r (2
Mr. Yin 21 November 826,000 - 826,000 0.69  three years
Jianhua 2004 commencing from
FRERL ZTERE and including the
+-A=t-H date falling six
months after the
Listing Date
=F
NIE R
~NEAEBFR
Total @ 4,342,000 - 4,342,000

Note: During the first one year and the first two years of the
exercise period, each grantee may not exercise his
option exceeding one-third and two-thirds respectively
of the total number of underlying Shares in respect
of the options granted to him.

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

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

At 30 June 2007, the interests and short positions of
each Director and chief executive of the Company
in the Shares, underlying shares and debentures of
the Company and its associated corporations (within
the meaning of Part XV of the Securities and Futures
Ordinance, Chapter 571 of the laws of Hong Kong
(the “SFQ”), as recorded in the register maintained
by the Company under Section 352 of the SFO or
which would have to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8
of Part XV of the SFO (including interests and short
positions, if any, which they are taken or deemed to
have under such provisions of the SFO) and the
Model Code for Securities Transactions by Directors
of Listed Companies contained in the Listing Rules,
were as follows:

ESRTRABRBSE 2 ARARE
fAINE B L B 2 IR 7 R AE B IR0 IR &
EEERRAR

RZZEZELFNA=Z1+RH AREES
RATBRE R AR R R EEEEE (F
ERBEBABIESTIEZANEE \ﬂF‘J
E+RHMB([BHEREEHG) ) RH
TERERR () R (EREE EP??&*E*E%E@%‘%&HE
EIEHIZE35215 iLERAA /,\%TE
ZEBLMAZ S KK R RKIBREE
FEREEBIE+RERETRE8H EP/EB
HARFREER Tz Em kR E (B
RIEE S KB E G P2 F 5600 B
EESRIEHEENERRAR) RIBE
J:H?%EE‘Jﬁﬁ%U:m AREEEITEFRR
SIRLEST AR B BB A AR 7] SR B A P
RS RARIT

Number of shares held

FERHEE
Name of
Group member/ Number of
associated ordinary shares
Name of directors corporatlon Nature of (Note 1)
of the Company interests EZERHHE  Percentage
ARRESHE BEtE (Hizt1) B
Mr. Hong Tianzhu the Company Interest of 551,500,000 (L) 63.25%
HARR S A ARA controlled (Note 2)
corporation(s) (Hist2)
PrEEsIE AR ER
the Company Beneficiary owner 4,400,000(L) 0.50%
VNG| EnEAA
Mr. Zhu Yongxiang the Company Interest of 248,520,000 (L) 28.50%
RoKEERAE VNG| controlled (Note 3)
corporation(s) (H3)

gt INGoL 5
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Additional Information

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN THE
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATION (Continued)
Notes:

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

2. Among these 551,500,000 Shares, as to 388,000,000
Shares are registered in the name of and beneficially
owned by New Green Group Limited, the entire issued
share capital of which is beneficially owned by Hong
Kong Tin Hong Industrial Limited, a company 100%
owned by Mr. Hong Tianzhu and as to 163,500,000
Shares are registered in the name of and beneficially
owned by Trade Partner Investments Limited, the
entire issued share capital of which is beneficially
owned as to 50.64% by Mr. Hong Tianzhu. Under
the SFO, Mr. Hong Tianzhu is deemed to be
interested in all the Shares held by New Green Group
Limited and Trade Partner Investments Limited.

3. Among these 248,520,000 Shares, as to 85,020,000
Shares are registered in the name of and beneficially
owned by Wisdom Grace Investments Limited, the
entire issued share capital of which is beneficially
owned by Mr. Zhu Yongxiang and as to 163,500,000
Shares are registered in the name of and beneficially
owned by Trade Partner Investments Limited, the
entire issued share capital of which is beneficially
owned as to 41.36% by Mr. Zhu Yongxiang. Under
the SFO, Mr. Zhu Yongxiang is deemed to be
interested in all the Shares held by Wisdom Grace
Investments Limited and Trade Partner Investments
Limited.
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AERBEA RARNEEREBZAR
100 % #Em) BRRIEREREBA
50 163,500,0000% A Trade Partner
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So far as the Directors are aware, as at 30 June
2007, the interests or short position of the persons
other than a Director or chief executive of the
Company in the Shares or underlying shares or
debenture of the Company which were recorded in
the register required to be kept by the Company
pursuant to Section 336 of the SFO were as follows:

Ordinary Shares of the Company:

REBEMAT R _TELFANA=T
B RAR AR SRR Sk B R
R IRIEE S R (G015 3368040
BNARRATHREZECMA 2 EE
FRBATLT EARFZ —BEER
TETHABRIN T

ARE 2 ERB:

Number of shares held

BEROEE

Name of substantial
shareholder

EREEERR

New Green Group Limited

Trade Partner Investments
Limited

Wisdom Grace Investments
Limited

Hong Kong Tin Hong
Industrial Limited
BERIEXERANF
Ms. Ke Luping

kR L+

Ms. Zhao Zhiyang
HWEHRL

Mr. Cheah Cheng Hye
HEB L

Value Partners Limited
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Nature of interests

RENE

Beneficial owner
EnEAA

Beneficial owner

EalEEA

Beneficial owner

EaBEAA

Interest of controlled
corporation(s)

PR BIA AR 2R

Interest of spouse

iy e

Interest of spouse
[y e

Interest of controlled
corporation(s)

FEEBIE AR RR

Investment manager
REQE

Number of ordinary
shares (Note 1)
EBROBAB (H1)

388,000,000 (L)
(Note 2)
(Hiat2)

163,500,000 (L)
(Note 3)
(Ha23)

85,020,000 (L)
(Note 4)
(Hrat4)

388,000,000 (L)
(Note 2)
(Mat2)

555,900,000 (L)
(Note 5)
(Kf:#5)

248,520,000 (L)
(Note 6)
(Hrat6)

52,538,000 (L)
(Note 7)
(Ha27)

52,538,000 (L)
(Note 7)
(Ftat7)

Percentage

Bt
44.50%

18.75%

9.75%

44.50%

63.75%

28.50%

6.02%

6.02%



Notes:

1.

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

These 388,000,000 Shares are registered in the name
of and beneficially owned by New Green Group
Limited, the entire issued share capital of which is
beneficially owned by Hong Kong Tin Hong Industrial
Limited, a company 100% beneficially owned by
Mr. Hong Tianzhu. Under the SFO, each of Hong
Kong Tin Hong Industrial Limited and Mr. Hong
Tianzhu is deemed to be interested in all the Shares
held by New Green Group Limited.

These 163,500,000 Shares are registered in the name
of and beneficially owned by Trade Partner
Investments Limited, the entire issued share capital
of which is beneficially owned as to 50.64% by Mr.
Hong Tianzhu, 41.36% by Mr. Zhu Yongxiang, 2.24%,
1.68%, 1.68%, 1.68%, 0.36% and 0.36% by Mr. Sha
Tao, Mr. Tang Daoping, Mr. Gong Zhao, Mr. Hu
Zhiping, Mr. Yin Jianhua and Mr. Zhang Chuanmin.
Under the SFO, each of Mr. Hong Tianzhu and
Mr. Zhu Yongxiang is deemed to be interested in all
the Shares held by Trade Partner Investments
Limited.

These 85,020,000 Shares are registered in the name
of and beneficially owned by Wisdom Grace
Investments Limited, the entire issued share capital
of which is beneficially owned by Mr. Zhu Yongxiang.
Under the SFO, Mr. Zhu Yongxiang is deemed to be
interested in all the Shares held by Wisdom Grace
Investments Limited.

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

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

Based on the disclosure of interest forms filed by Mr.
Cheah Cheng Hye and Value Partners Limited on 29
September 2006, these 52,538,000 Shares are
registered in the name of Value Partners Limited,
which is controlled by Mr. Cheah Cheng Hye. Under
SFO, Mr. Cheah Cheng Hye is deemed to be
interested in all the Shares held by Value Partners
Limited.

i
e

—ET LA ERE

[LIRKRZALTREMN 2 iF R -

5%388,000,000[% 3% 7 LANew Green
Group Limited (2B &1TRAHBE
BRI BERRARE=REAS AR
FEBRBARE100%ER) BER
1R A ANETL REEHF PR
156G HAERITEERR A A KRN
AR AR New Green Group
Limited# 48 Z FT A RGBS

#163,500,0008% %5 LA Trade Partner
Investments Limited (L 2 EpE 3517
AR T4 RS DR
ERBTRE BREL HEFL
EFRESERKEREESFIER
H50.64% ~ 41.36% * 2.24% ~ 1.68% *
1.68%  1.68% * 0.36%  0.36%) HF
ERESEE ANBET REEHFRPE
R R RAR S A R R KA S A 9 Bl
18 A7 Trade Partner Investments
Limited# 8 2 B IR DG Az

#85,020,000% % 7 LAWisdom Grace
Investments Limited (KL 2 EpE 3517
NEARKFELEEERER) BRRIER
EnfEA AELR - BEFESRAEK
Bl ROKFEFREWEBRWisdom
Grace Investments Limited# 4 2 FT
ARG ER.

TTARSE L+ BRI e A4 2 BB AR B
EF RHAEED) AR L T IRAR AR
Eéi{ﬂﬁifﬁﬁﬁé REE A 2 & fn

HEH L L AR L EZ B 1R 1%
EH MGG BEH LT IRIE /R
ROKEESTE A AR RREE 2 B
(R 3

RIEFEF L 4L K Value Partners
Limited R =ZZRFENA =+ HIE
R RemiE R MR #£52,538,000/%
%15 T3 AValue Partners Limited Z %
FER & AR HABEEEEES R
BEFRAE D B EEEWRR
#Value Partners Limited# 8 2 Fi G
DA
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The Group was committed to maintaining high level
of corporate governance and has steered its
development and protected the interests of its
shareholders in an enlightened and open manner.

The Board comprises four executive Directors and
three independent non-executive Directors. The
Board has adopted the code provisions of the Code
of Corporate Governance Practices (“Code
Provisions”) set out in Appendix 14 of the Rules
Governing the Listing of Securities (“Listing Rules”)
on the Stock Exchange. During the reporting period,
the Company had complied with the Code Provisions
except for the following deviation:

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

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

The audit committee has discussed with
management and reviewed the unaudited
consolidated accounts for the six months ended 30
June 2007.
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The remuneration committee of the Directors
comprises three independent non-executive
Directors, namely Mr. Ting Leung Huel, Stephen, Ms.
Zhu Lanfen and Mr. Cheng Longdi and the chairman
and executive Director Mr. Hong Tianzhu. Mr. Ting
Leung Huel, Stephen is the chairman of the
remuneration committee. The remuneration
committee has rights and duties consistent with those
set out in the Code Provisions. The remuneration
committee is principally responsible for formulating
the Group’s policy and structure for all remunerations
of the Directors and senior management and
providing advice and recommendations to the Board
of Directors.

By order of the Board

Texhong Textile Group Limited
Hong Tianzhu

Chairman

Hong Kong
27 August 2007
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