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SEEI\FPRYRIBHE
Financial Highlights for 2008 Interim Results
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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 2008, together with the comparative
amounts for the corresponding period of 2007. 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

Unaudited
HEASA=THIEANEAR

For the six months ended 30 June

ZEE)N\F —EEF
2008 2007
ARET T AREEFIT
RMB’000 RMB’000
HERE Revenue 2,107,078 1,552,907
EF Gross Profit 514,862 385,049
B A1 ) Profit before tax 287,704 274,401
KA RIAEHERE B AFEIEFIE Profit attributable to equity holders of the Company 263,646 265,937
FEFE(%) Gross profit margin (%) 24.4 24.8
FREE(%) Net Profit margin (%) 12.5 17.1
HIREN(ARET) Earnings per share (RMB) 0.21 0.21
ZEE)N\F —EEF
~A=1+H +=—RA=+—H
30 June 31 December
2008 2007
ARET T AREEFIT
RMB’000 RMB’000
BEMBE Total assets 4,619,590 3,903,920@
R Total equity 2,528,788 2,480,632
WENIBRESEEY Cash and cash equivalents 311,951 233,384™@
BARE B ER(%)W Net gearing ratio (%) 28.9 22.8
BN & Current ratio 1.0 1.3
JEM R 2 EEHI(H) Accounts receivable turnover period (days) 29 26
FEZAEER(A) Inventory turnover period (days) 920 72
MI3E Notes:
1. BERBELERZFEAREBEENRRASRE 1. Net gearing ratio represents the ratio between total borrowings (less

SEEMEBES IR -
2. CZEZHHFVT_R=+—BIZEBREFT -

cash and cash equivalents) and total equity.

2. Audited balances as at 31 December 2007.
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Management Discussion and Analysis
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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 2008 as set out in this interim report.

Business Review

For the six months ended 30 June 2008, the Group has
overcome the adverse effects brought about by the substantial
appreciation of Renminbi and the persistent rise in the labour
costs and achieved outstanding results with its unremittent
efforts in structural adjustment, and details of which are as
follows:

Fruitful Results from Energy Saving, Reduction in
Consumption and Infrastructure Construction

The Group has made significant investments in energy saving,
reduction in consumption and infrastructure construction in
recent years and achieved outstanding results. Measures we
have taken included the application of the most advanced
and environmental-friendly dyeing equipment in the world;
the enhancement of our power facilities; the construction of
a 50,000-ton sewage treatment system and a 10,000-ton
dyeing liquid recycling system and cooling water recycling
system and the cooperation with local governments in the
construction of pipeline systems designated for reservoir water.
Our efforts made in saving energy, reducing consumption and
constructing infrastructure have not only secured the sustainable
development of the Group during the period, but have also
yielded substantive economic benefits.
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Stable Profit Guaranteed by Lean Manufacturing and
Technological Reform

During the period, the Group has furthered its efforts in
respect of lean manufacturing and accelerated its pace of
technological reform. We have optimized our manufacturing
process to upgrade operating efficiency; refined our information
identification system and transportation instruments to improve
the logistics between different manufacturing processes
and warehouses; progressively introduced the technique of
automatic bed cutting in order to further upgrade the fabric
cutting ratio and lower manpower costs; promoted “standardized
operating procedure” to improve the manufacturing efficiency of
various apparel production process and fully utilized our garment
production capacity with an aim of raising our output per capita.
Our sustained effort made in respect of lean manufacturing and
technological reform has largely alleviated the adverse effects
on the Group brought about by the macro-environment of the
garment industry and ensured our stability of profit.

Achieved Stable and Solid Growth in Customer Orders
Benefited from the integrated competitive competence of the
Group, orders of casual wear received by the Group have on
the whole remained at a stable level during the period; while
the business of lingerie has delivered solid performance and
the orders of sports wear have also had a continuous and
rapid increase. The above categories of products have not only
attained stable growth in the number of orders, but have also
gradually moved to the high-end markets.

The Robust Development of the Mainland China
market

In order to mitigate the negative effects of the appreciation
of Renminbi, the Group has fully implemented its strategic
arrangement of development of the market in Mainland China.
Such strategy was implemented efficiently during the period and
was strongly supported by our customers. Sales in Mainland
China of the Group accounted for 24.8% of the total sales,
representing a substantial increase as compared with 7.7% for
the six months ended 30 June 2008.

HNEREEZERERAE T HHRSE 2008 7
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EFERBBIAEEMERE
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Substantial Improvement in Customer Structure

After years of strenuous efforts, the Group has secured large-
scaled orders from renowned sports wear customers, namely
ADIDAS and NIKE, while orders from PUMA and KAPPA were
also gaining significance in terms of sales contribution. Such
trend has brought about fundamental changes to our previous
customer structure, which is dominated by one major customer,
and established a new customer structure that is more risk-
resistant, diversified and more stable in terms of profitability. It is
expected that such system will be further optimized.

Operating results of the Group

Revenue

Revenue amounted to RMB2,107,078,000 for the six
months ended 30 June 2008, representing an increase of
RMB554,171,000 or 35.7% from RMB1,552,907,000 for the
six months ended 30 June 2007. The growth was mainly driven
by: 1) the successful adjustment of the products portfolio
helped promote the continuous and rapid increase in the sales
of sports wear; and 2) the effect of the globalized expansion in
sales markets with Mainland China playing a prominent role.

The comparisons by product categories between revenue of
the Group for the six months ended 30 June 2008 and the six
months ended 30 June 2007 are as follows:

BENA=TRIEAEA

For the six months ended 30 June

EEN —TELF &
2008 2007 Change
AREFT AREFTT AREFT
RMB'000 %  RMB'000 %  RMB'000 %
RER By product
REERE Casual wear 954,282 453 1,082,993 69.7  (128,711) (11.9)
EEERE Sports wear 952,731 452 356,192 230 596,539 1675
ARIERE Lingerie 121,151 5.7 71,298 46 49,853 69.9
Hindtm Other knitting products 78,914 3.8 42,424 2.7 36,490 86.0
e Total revenue 2,107,078 100.0 1,552,907 1000 554,171 35.7

BE-ZZN\FEXA=THIEANER @ B&E
IREFTRLLAIRBERS @ TER/ERAE
EAMNZESRENR THEBEUSEREE
e EREBEEZZEZTLFANA=THIAMEA
7123.0%  BE_ZTZNFANA=FTHLA
AR EB AR AL B E ML B EIR
F45.2% °

For the six months ended 30 June 2008, contribution from
sports wear increased substantially, mainly due to a substantial
increase in OEM manufacturing for renowned sports brands.
Sports wear accounted for 45.2% of the total revenue for the six
months ended 30 June 2008, representing a continual increase
as compared with 23.0% for the six months ended 30 June
2007.
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For the six months ended 30 June 2008, revenue for casual
wear amounted to RMB954,282,000, representing a decrease
of RMB128,711,000 or 11.9% from RMB1,082,993,000 for
the six months ended 30 June 2007, mainly due to a proper
reduction of sales of products to certain customers with lower
profit margins as the Group efficiently adjusted its products
and customers bases in order to maintain its profitability at a
satisfactory level.

The comparisons by regions between revenue of the Group for
the six months ended 30 June 2008 and the six months ended
30 June 2007 are as follows:

BENA=TRIEAEA

For the six months ended 30 June

“TTLF &
2007 Change
ARETTT ARETT AR®ETT
RMB’'000 % RMB’'000 % RMB’'000 %
&5 By region
Efasist== International sales
BA Japan 1,016,746 483 1,080,189 69.6 (63,443) (5.9)
BM Europe 294,306 140 183,439 11.8 110,867 60.4
EE The US 93,122 4.4 74,655 4.8 18,467 24.7
HER Others 180,127 8.5 94,167 6.1 85,960 91.2
B SEE/Nat Sub-total for international sales 1,584,301 75.2 1,432,450 92.3 151,851 10.6
NHE Domestic sales 522,777 24.8 120,457 7.7 402,320 334.0
SHETMET Total revenue 2,107,078 100.0 1,552,907 100.0 554,171 35.7

EEERATSNER L  HE_TTN\FX
A=+HIEAEAR  BNTSEEEETEHE
7~ BRBIFRIMN SR E A TG BTkt DI E TR
& EFEZREERAQFNTES TR
E—SERAREETDBELNEMIGHES
KA - hBEHE - EELENA=THIE
NEA11.8%M6.1% * HE T/ \F XA
=+HIEAEABMT S MEMBEKEARER
RIHEED BIIRS E14.0%H8.5% °

On the solid foundation in the Japanese market, shares
contributed by the Europe market and other markets, which
include Hong Kong, China, Korea and Australia, continued to
increase for the six months ended 2008, 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 2008, sales in the Europe market and
other countries accounted for 14.0% and 8.5% of the Group’s
sales, respectively, representing an increase from 11.8% and
6.1%, respectively, for the six months ended 30 June 2007.

HNEREEZERERAE T H®RSE 2008 9
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The rapid growth in domestic sales has driven the growth
of aggregate sales of the Group. Domestic sales of normal
garments amounted to RMB475,867,000 for the six
months ended 30 June 2008, representing an increase of
RMB388,735,000 or 446.1% from RMB87,132,000 for the
six months ended 30 June 2007. This was mainly due to the
increasing demand of high-ended sportswear in Mainland China,
the favourable impact of the 2008 Beijing Olympic Games and
the availability of more sports wear products by the Company for
customers with internationally renowned brand names for the
sales in domestic market.

Cost of sales and gross profit

The Group’s cost of sales for the six months ended 30 June
2008 amounted to approximately RMB1,592,216,000 (Six
months ended 30 June 2007: RMB1,167,858,000). The gross
profit margin of sales of the Group for the six months ended
30 June 2008 was 24.4%, representing a decrease of 0.4% as
compared with 24.8% for the six months ended 30 June 2007.
The main reason for the decrease in the gross profit margin
was the continuous rapid appreciation of RMB, the reduction of
export tariff rebate rate from 13% to 11% commencing from 1
July 2007 and the surge in the price of resources. The Company
has efficiently offset the pressure arising from the surge of costs
through the adjustment of product portfolio and the improvement
in the internal efficiency while maintaining a relatively stable
level of gross profit margin.

Equity attributable to the equity holders of the
Company

As at 30 June 2008, the Group’s equity attributable to the
equity holders of the Company amounted to RMB2,516,723,000
(31 December 2007: RMB2,469,118,000), of which non-
current assets amounted to RMB2,563,667,000 (31 December
2007: RMB2,203,185,000), net current assets amounted to
RMB72,614,000 (31 December 2007: RMB369,656,000),
net non-current liabilities amounted to RMB107,493,000 (31
December 2007: RMB92,209,000) and minority interests
amounted to RMB12,065,000 (31 December 2007:
RMB11,514,000). The increase in equity attributable to the
equity holders of the Company was mainly due to the increase in
retained earnings.

10 Shenzhou International Group Holdings Limited Interim Report 2008
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Liquidity and financial resources

For the six months ended 30 June 2008, net cash generated
from the Group’s operating activities amounted to approximately
RMB199,282,000 (Six months ended 30 June 2007:
RMB911,000). Net borrowings (bank borrowings less cash and
cash equivalents) of the Group as at 30 June 2008 amounted
to RMB730,320,000, an increase by RMB165,254,000 as
compared with the net borrowings as at 31 December 2007
of RMB565,066,000 was mainly attributable to the newly
incurred investment expenses on plants and land use rights.
Such investment aimed meeting the demand arising from the
further increase in number of orders and the full utilization of the
existing production capacity of our equipment.

Cash and cash equivalents of the Group at 30 June 2008
amounted to RMB311,951,000 (31 December 2007:
RMB233,384,000). The total amount of outstanding
borrowings was RMB1,042,271,000 (31 December 2007:
RMB798,450,000, in which mid to short-term bank loans
amounted to RMB740,013,000 and long-term bank loans
amounted to RMB58,437,000), in which mid to short-term bank
loans amounted to RMB966,821,000 and long-term bank loans
amounted to RMB75,450,000. Equity attributable to equity
holders of the Company amounted to RMB2,516,723,000 (31
December 2007: RMB2,469,118,000). 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 41.4% (31 December 2007: 32.3%).

As at 30 June 2008, the majority of borrowings of the Group
is subject to interest payable at fixed rates. The Group did not
enter into any interest rate swaps to hedge itself against interest
rate risks.

HNEREEZERERAE T H®RSE 2008 11
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Finance costs and tax

For the six months ended 30 June 2008, finance cost increased
to RMB24,236,000 from RMB11,429,000 for the six months
ended 30 June 2007, mainly due to the increase of bank loans
raised by the Group and the surge of benchmark interest rates
of RMB loans during the period.

For the six months ended 30 June 2008, income tax expense of
the Group increased to RMB23,507,000 from RMB7,741,000
for the six months ended 30 June 2007, mainly because the
tax holidays enjoyed by a major subsidiary of the Company have
expired and the subsidiary was subject to a EIT tax rate of 9%
after 50 % reduction during the period. This implied that the
increase in tax rate has led to a surge in income tax expenses.

Pledge of the Group’s assets

As at 30 June 2008, the Group’s deposits with certain banks
amounted to approximately RMB78,517,000 (31 December
2007: RMB184,000) were pledged to secure certain trade
financing facilities and foreign currency loan granted by the
banks, while plants and land use rights of the Group with a
carrying amount of RMB160,767,000 as at 30 June 2008 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 2008, the Group has
borrowed USD11,000,000 from the bank.

Use of proceeds from the initial public offering of the
Company

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$856,000,000. During the period from the
listing date to 30 June 2008, 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:

approximately HK$198,120,000 (approximately
RMB198,511,000) for the acquisition of new dyeing and
finishing equipment for the Group’s production facilities in
China;

approximately HK$183,880,000 (approximately
RMB180,340,000) for the acquisition of new plants and
equipment in China for the production of functional fabrics
mainly used in sports wear;

12 Shenzhou International Group Holdings Limited Interim Report 2008
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approximately HK$70,000,000 (approximately
RMB70,072,000) for the acquisition of new weaving and
knitting equipment for the Group’s production facilities in
China;

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
China;

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

approximately HK$48,000,000 (approximately
RMB49,930,000) as additional general working capital of
the Group.

As at 30 June 2008, the entire net proceeds were utilized in the
manner disclosed in the Prospectus.

Exposure to exchange risks

As the Group’s sales were mainly settled 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
2008, out of the total bank borrowings, USD borrowings
amounted to RMB488,368,000 (USD71,200,000 based on
the original currency) (31 December 2007: RMB436,450,000
(USD59,750,000 based on the original currency)). In addition,
the Group entered into USD forward sales contracts in order to
hedge certain of its foreign exchange risk, particularly the foreign
exchange risk relating to USD. As at 30 June 2008, the total
amount of the USD forward sales contracts was approximately
UsD373,500,000.
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Employment, training and development

As at 30 June 2008, the Group had over 37,700 employees.
Total staff costs, including administrative and management
staff, amounted to approximately 20.6% (Six months ended 30
June 2007: 20.8%) 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 2008, the Group’s total
investment in properties, plants and equipment and land use
rights amounted to approximately RMB383,052,000, of which
approximately 16% was used for the acquisition of manufactory
equipment and approximately 81% for the construction and
acquisition of new factory buildings and land use rights, while
the balance was used for the purchase of other fixed assets.

As at 30 June 2008, the Group had contracted capital
commitments of approximately RMB318,152,000 in connection
with the acquisition and construction of properties, plants and
equipment, which will be financed by internal resources and
proceeds.

Pursuant to an agreement entered into 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 pipeline constructing costs in the amount of
approximately RMB26,000,000. At 30 June 2008, the Group
has paid a prepayment in the amount of RMB50,000,000,
while a commitment amounted to RMB76,000,000 remained
outstanding. The local government has started to supply water in
accordance with the agreement during the period.
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Contingent liabilities
As at 30 June 2008, the Group had no material contingent
liabilities.

Future prospects and strategies

During the period, the Group has achieved breakthrough in
its sports wear business, witnessing the competitive edges
of vertically-integrated garments processing model which was
readily imitated and outdone by our competitors. As such, the
Group will continue to upgrade the production capacity of various
manufacturing facilities in order to meet the increasing demand
of our major customers in respect of garment orders.

In view of the appreciation of RMB and the constant rise of
labour, raw materials and energy costs and with an aim of
achieving industry integration and structural adjustment, it
is necessary for us to upgrade our administrative standard
continuously. Specific measures taken by the Group include:
further adjust our product portfolio, market layout and customer
profile and enhance our negotiating power in respect of
orders we have received and improve profitability; optimize
our manufacturing process in order to increase our operating
efficiency, perfect the logistics between different manufacturing
processes, further increase fabric utilizing rate, optimize
manufacturing efficiency of apparel production process, continue
to enhance our overall competitiveness and maintain our leading
position in the industry.

Following EU’s withdrawal of garments quota restriction on 1
January 2008, it is expected that the US will also remove its
transitional garments quota restrictions as scheduled on 1
January 2009, and in light of this favorable development, the
Group will develop the American and European garment markets
in order to secure the demand of high-ended orders of our major
customers. Meanwhile, in consideration of the continuous
appreciation of RMB, the Group will adhere to its basic market
development strategy of focusing on the development of
Mainland China market and continue to increase the proportion
of sales attributable to market in Mainland China as compared
to our aggregate sales.
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In addition, the Group will continue to increase the proportion of
sales attributable to sports wear in our aggregate sales, broaden
the scope of co-operation with internationally renowned sports
brand, and establish closer and tighter strategic co-operation
with them. On the basis of providing knitwear to customers and
in order to diversify our foundry services products, the Group will
establish a woven garment processing factory in Quzhou City,
Zhejiang Province, the PRC to provide more a great variety of
products and services to our broader base of clientele.

Our manufacturing base in Cambodia is now in smooth operation
and capable of providing stable production capacity. The Group
will adjust its capacity in the future in accordance with the
demand of our major customers.

We believe that the textile and garment industry in China has
experienced its toughest time during the period and there is
sign of rebound for the industry. While the textile and garment
industry in China is experiencing its difficult time, the textile and
garment industry in Vietham and India, which were considered as
the major threats to the textile and garment industry in China,
have also suffered from problems such as the appreciation
of local currencies and inflation, and this was reflected in
the export figures to major markets like the US. As such, the
competitive strength of the textile and garment industry in
Mainland China, particularly the mid to high-ended foundry
business, is still obvious and such competitiveness will be
maintained and further enhanced.

The Group has faith that the most difficult period of the textile
and garment industry of China has passed and is confident
and proud of the leading position that the Group secured in the
industry. Therefore, the Group will adhere to its past strategies
and endeavor to strengthen and expand itself in order to become
the most competitive manufacturer in the world with a view to
generating considerable return for shareholders and investors.
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RZTZN\FARA=+H
As at 30 June 2008

RICEZ [RE3
Unaudited Audited
—ZTZEN —ETLF
~A=1+H +=—RA=+—H
30 June 31 December
2008 2007
5T ARET T AREFIT
Notes RMB’000 RMB’000
FRBEE NON-CURRENT ASSETS
ME - BE NG Property, plant and equipment 12 2,204,692 1,973,982
+ b {5 PR Land use rights 12 199,600 151,993
KB RIE Water resource use rights 12 125,475 -
REATE 0B Long-term prepayment — 50,000
WA E Intangible assets 1,873 521
EIETIBEE Deferred tax assets 32,027 26,689
BIEREEE Total non-current assets 2,563,667 2,203,185
RBEE CURRENT ASSETS
TE Inventories 13 882,466 695,509
FEWBRE X Trade receivables 14 351,686 325,771
B EOE - R REAM Prepayments, deposits and
FEUWFRIB other receivables 15 119,207 99,270
TSR T A Derivative financial instruments 16 252,096 286,617
DR ER Pledged deposits 78,517 184
R EZRRaE=EA Bank deposits with initial term of
WITER over three months 60,000 60,000
HWENIRESEEY Cash and cash equivalents 311,951 233,384
BrEEE Total current assets 2,055,923 1,700,735
REBEE CURRENT LIABILITIES
ERERR N2 Trade and bills payables 17 357,616 305,887
EHMERFIERESTEIE  Other payables and accruals 18 289,028 119,959
TSR T A Derivative financial instruments 16 183,012 161,754
FFERITREMEER Interest-bearing bank and
other borrowings 966,821 740,013
FE BB A 5B Amount due to related parties 21b 171,767 1,009
AR IE Tax payable 15,065 2,457
RN TES=ErY Total current liabilities 1,983,309 1,331,079
REBEEZFRE NET CURRENT ASSETS 72,614 369,656
BEERRDAE TOTAL ASSETS LESS CURRENT
LIABILITIES 2,636,281 2,572,841
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Consolidated Balance Sheet

RZTZN\FARA=+H
As at 30 June 2008

RICEZ [RE3
Unaudited Audited
ZEENF —ETLF
NA=1H +=-RA=+—8H
30 June 31 December
2008 2007
MEE AREEFIT AREFT
Notes RMB’000 RMB’'000
FREBEE NON-CURRENT LIABILITIES
FTRRITREMBEE Interest-bearing bank and
other borrowings 75,450 58,437
EIEFITBEEE Deferred tax liabilities 32,043 33,772
BIERERE Total non-current liabilities 107,493 92,209
BEFE Net assets 2,528,788 2,480,632
s EQUITY
BRATREZREA Equity attributable to equity
PE{LRER holders of the parent
BT Issued capital 129,717 129,717
B Reserves 2,387,006 2,339,401
2,516,723 2,469,118
DERRER Minority interests 12,065 11,514
BHEES Total equity 2,528,788 2,480,632

The notes are an integral part of these consolidated financial
statements.

HiE A% FaR A M B RAR AR E D -
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Consolidated Income Statement

HEZZZ)\HEXA=+HILXEA
For the six months ended 30 June 2008

Unaudited
HEANA=ZTHIEAREA

For the six months ended 30 June

—Z2T)N\F —ETLF
2008 2007
5T ARETT AREFIT
Notes RMB’000 RMB’000
WA REVENUE 4 2,107,078 1,552,907
SHER AR Cost of sales 5 (1,592,216) (1,167,858)
EF Gross profit 514,862 385,049
EmUgA Other income 6 28,055 18,600
SHE KD AR Selling and distribution costs 5 (20,778) (17,498)
THAX Administrative expenses 5 (152,155) (118,010)
s/ () Other gains/(expenses) 7 (58,044) 17,689
BhE A Finance costs 8 (24,236) (11,429)
RRBLAT RIS PROFIT BEFORE TAX 287,704 274,401
I8 Tax 9 (23,507) (7,741)
BRI T Profit for the period 264,197 266,660
LA A LG #ER: Attributable to:
ISYNEIET- =Y =N Equity holders of the parent 263,646 265,937
DER R IE LS Minority interests 551 723
264,197 266,660
HABARZER EARNINGS PER SHARE
REZFEA ATTRIBUTABLE TO ORDINARY
EEEREF EQUITY HOLDERS OF
THE PARENT FOR THE PERIOD 10
7N — Basic ARE0.217T AR0.217T
RMBO.21 RMBO.21
— ¥ - Diluted TNEAN/A TEAN/A

M A% EEA M BRERNARE D

The notes are an integral part of these consolidated financial
statements.
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Consolidated Statement of Changes in Equity

HEZ

T N\FAA=+HIANEA

For the six months ended 30 June 2008

BRRRERE B
Attributable to equity holders of the parent

ETRB EX DE
BEORA ROREE HAEE MEE EBREE  REEF B R B S
Share Statutory  Exchange
Issued premium Hedging surplus  fluctuation  Retained Minority Total
capital account reserve reserve reserve profits Total interests equity
ARETT ARBTR ARKTRT ARBTR ARETT ARETR ARETR ARETT ARBTR
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB’000
BZ-ZZT+LEXRA=TH  For the six months ended
LERER (REER) 30 June 2007
(unaudited)
RZET+5—A—H Balance at 1 January 2007
Mk 129,717 762,499 - 332871 (4,718) 841,433 2,061,802 12,514 2,074,316
RenmenmisFE Net gains on cash flow hedges - - 130,232 - - - 130232 - 130,232
B R A Exchange realignment - - - - (2,669) - (2,669) - (2,669)
BEENEREDZEA Total income and expense
BRA KRR for the period recognized
directly in equity - - 130,232 - (2,669) - 127,563 - 127,563
HRFE Profit for the period - - - - - 265937 265,937 723 266,660
HRERARRS Total income and expense - - 130,232 - (2,669) 265,937 393,500 723 394,223
for the period
BRZZTLF A% Dividends for the year 2006
ZZTFRE paid in June 2007 - - - - - (187,628) (187,628) - (187,628)
HEBRBAT Transfer from retained profits - - - 39,639 - (39,639) - - -
RZZEELF A=TH Balance at 30 June 2007
M 129,717 762,499 130,232 372,510 (7,387) 880,103 2,267,674 13,237 2,280,911
BZE-ZF/\XA=tHE Forthe six months ended
LEXMER (REER) 30 June 2008
(unaudited)
R=FF\&—A—-A Balance at 1 January 2008
BiER 129,717 762,499 195951 425,398 (12,607) 968,160 2,469,118 11,514 2,480,632
Beneihlasa Net gains on cash flow hedges - - (22,203) - - - (22,203) - (22,203)
3 Exchange realignment - - - - (7,307) - (7,307) - (7,307)
BERNESERZEA Total income and expense
BIRA RS for the period recognised
directly in equity - - (22,208) - (7,307) - (29,510) - (29510)
HAFE Profit for the period - - - - - 263,646 263,646 551 264,197
BRBRA R Total income and expense
for the period - - (22,203) - (7,307) 263,646 234,136 551 234,687
BRZEENFARE 2 Dividends for the year 2007
—ETLERE paid in June 2008 - - - - - (186,531) (186,531) - (186,531)
HEBRART Transfer from retained profits - - - 25958 - (25958) - - -
RZEENERA=TAH Balance at 30 June 2008
0k 129,717 762,499 173,748 451,356 (19,914) 1,019,317 2,516,723 12,065 2,528,788

HIE Rk AR A M B AR AR ED D -
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The notes are an integral part of these consolidated financial
statements.
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Consolidated Cash Flow Statement

BE_TZ N\FRA=THLRER

For the six months ended 30 June 2008

Unaudited

BHENA=THLEAREA

For the six months ended 30 June

—TENF —EEF
2008 2007
ARET T AREFIT
RMB’000 RMB’000
IR IR P19 I0 & R ER Net cash generated from operating activities 199,282 911
WA ESTRIRS F5E Net cash used in investing activities (236,601) (353,526)
BB EE PRI T Net cash generated from financing activities 116,760 195,599
HEeRBESEEY Increase/Decrease in cash and
#h0,w cash equivalents 79,441 (157,016)
HRe RIREEED Cash and cash equivalents at the beginning
of the period 233,384 273,994
[E RSB E Effect of foreign exchange rate changes (874) 1,197
HRBEERRLSEEY Cash and cash equivalents at end
of the period 311,951 118,175

MiE A% FaR A M SRR MARE D ©

statements.

The notes are an integral part of these consolidated financial

BHNEREEERERAT TERS 2008 21



A58 R e

Notes to the Financial Statements

HEZ

ZENFARNA=ZTHIEAER

For the six months ended 30 June 2008
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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
12 August 2008.

BASIS OF PREPARATION

These unaudited consolidated interim financial statements
for the six months ended 30 June 2008 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 2007.
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HEZ

ZTN\FRA=+HIEREA

For the six months ended 30 June 2008
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ACCOUNTING POLICIES

The accounting policies and basis of preparation adopted
in the preparation of the unaudited consolidated interim
financial statements are the same as those used in
the annual financial statements for the year ended 31
December 2007, except in relation to the new and revised
Hong Kong Financial Reporting Standards (“HKFRSs”,
which also include HKASs and Interpretations) and certain
accounting policy as follows:

New and revised HKFRSs adopted for the
first time for the current period’s unaudited
consolidated interim financial statements
HK(IFRIC)-Int 11 HKFRS 2 Group and
Treasury Share Transactions

HK(IFRIC)-Int 14 HKAS 19 The Limit on a Defined

Benefit Asset, Minimum Funding

Requirements and

their Interaction

HK(IFRIC)-Int 11 requires arrangements whereby
an employee is granted rights to an entity’s equity
instruments, to be accounted for as an equity-settled
scheme, even if the entity buys the instruments from
another party, or the shareholders provide the equity
instruments needed.

HK(IFRIC)-Int 14 provides guidance on how to assess
the limit on the amount of surplus in a defined benefit
scheme that can be recognised as an asset under IAS 19
Employee Benefits.

The adoption of these new and revised HKFRSs has had

no material impact on the Group’s results of operations or
financial position.
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For the six months ended 30 June 2008
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BEHA_TTENF LA —HH KR
M BEFERBRARZEBEG o
ZRIHRERRB(EPBEE) BERAK
ARERFEER 2EE - MIFAER
BaRkERZBERRIRARTFEE
B CRBRRZRAEREAFEERR
HRUEE A EIRE R -

R-FETLF=F BESHAMLER
hEBMBREERESHE L] -
JIRBERNEEMBHRRAERE BL
ENRER TN UREERR B H
MBEERNERBRAELLEDMZIETE
BR o R ERTRHE A B E KRS
WEEREBEFZEEEFR  UR_-F
ENF—A-BHZEMABZ G5 HRE
R

ACCOUNTING POLICIES (Continued)
The following standards and interpretations have not been
illustrated as they will only be applied for the first time in
future periods. They may result in consequential changes
to the accounting policies and other note disclosures. We
do not expect the impact of such changes on the financial
statements to be material.
HKFRS 2 Share-based Payment
— Vesting Conditions and
Cancellations
HKFRS 3 (Revised) Business Combinations

HKFRS 8 Operating Segments

The amendment to HKFRS 2 was issued in March 2008
and becomes effective for annual periods beginning
on or after 1 January 2009. The amendment clarifies
the definition of a vesting condition and prescribes the
treatment of an award that is effectively cancelled because
a non-vesting condition is not satisfied.

HKFRS 3 (Revised) Business Combinations was issued
in March 2008 and will apply to business combinations
for which the acquisition date is on or after the beginning
of the first annual reporting period beginning on or after
1 July 2009. Amongst other changes, the new Standard
will require recognition of subsequent changes in the fair
value of contingent consideration in the income statement
rather than against goodwill, and transaction costs to
be recognised immediately in the income statement.
Fair value gains or losses on existing investments in
an acquired company will be recognised in the income
statement at the date of acquisition.

In March 2007, the Hong Kong Institute of Certified
Public Accountants issued HKFRS 8, “Operating
Segments”, which specifies how an entity should report
information about its operating segments in annual
financial statements to require an entity to report
selected information about its operating segments in
interim financial reports. This statement also outlines the
requirements for related disclosures about products and
services, geographical areas, and major customers and is
effective for annual periods beginning on or after 1 January
2009.
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For the six months ended 30 June 2008

4. HEBERIHBEH
AREEERFRETRHE AR EE
BOE—EBHE - ARSI LEED
REEBRIRFEAR - itk - S EE
W 2T EHHH -

mEPMELEEDNHER(RERDN
HEMISHIELE) -

SALES 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 location of customers (by market
locations where merchandise was sold):

HEANA=ZTHIEAREA
For the six months ended 30 June

ZEENF ZETF
2008 2007
ARETT ARBTTT
RMB’000 RMB’000

HEETEHIINZEE Sales to external customers
SN Japan 1,016,746 1,080,189
BN Europe 294,306 183,439
i Mainland China 522,777 120,457
Hi Others 273,249 168,822
2,107,078 1,552,907

BHNEREEERERAT TERS 2008 25



A58 R e

Notes to the Financial Statements

ZEE)\FEXA=THIEAER
For the six months ended 30 June 2008

HE

5.

26

BEMEEIENE M
BEHERE - 5H
ZRERSHT

D 8HBC AN RO T B X

5. EXPENSES BY NATURE

Expenses included in cost of sales, distribution costs and

administrative expenses are analysed as follows:

BESNA=THIEAEA

For the six months ended 30 June

—ETT)\F ZETF
2008 2007
ARETT ARBTTT
RMB’000 RMB’000
EBEEFMAX Employee benefit expenses
TERH® Wages and salaries 403,746 306,819
IRPRAEFI AR Retirement benefit contributions 21,148 10,760
HibtEF Other benefits 8,305 5,233
433,199 322,812
e - B RRERY  Depreciation ,amortisation and
impairment expenses 102,564 82,772
R MEREA Changes in inventories of finished goods and
FEEH work in progress (176,413) (334,567)
FTRE R EM B BB Raw materials and consumables utilized 1,139,287 1,002,535
NS5 Utilities expenses 126,788 99,272
A Outsourcing 42,774 54,290
el Donation 15,024 819
lliten Commission 10,976 10,993
MELEHERS Operating lease expenses for properties 10,099 7,799
ERFY Transportation expenses 9,407 9,399
i NEE g Office expenses 6,077 4,277
REEHA Entertainment expenses 3,838 3,139
TR & Inspection fees 2,752 3,865
EikE Traveling expenses 2,658 3,144
HibFAS Other expenses 36,119 32,817
MESHERL R - 44K AH  Total cost of sales, distribution costs and
THREX administrative expenses 1,765,149 1,303,366
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6. HfA 6. OTHER INCOME
HEXA=1THILXEA
For the six months ended 30 June
—EENF —EELF
2008 2007
ARETIT AREFIT
RMB’000 RMB’000
& H NS F 28 Exchanges gains ,net 27,091 6,447
TSR Government incentives 328 11,585
IRITFBHA Bank interest income 636 564
Hit Others - 4
28,055 18,600
7. Hils (BIX) 7. OTHER GAINS/(EXPENSES)

HERA=THIEREAR

For the six months ended 30 June

ZETNEF —ETF
2008 2007
ARBTT ARETT
RMB’000 RMB’000
N EWES(B518)%% - Fair value gain/(loss), net:
PTHETH - TREHEMH Derivative instruments — transactions
BRZX5 not qualifying as hedges (57,759) 17,863
HEWE  BWENMKE Loss on disposal of items of property
IHE &8 plant and equipment (285) (174)
(58,044) 17,689
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HEZ

ZENFARNA=ZTHIEAER

For the six months ended 30 June 2008

8.

28

BE A

8. FINANCE COSTS

HERA=THIEREAR

For the six months ended 30 June

—ET )N/ —ETLF
2008 2007
ARBT T ARBT T
RMB’000 RMB’000
ARAENZHEE Y Interest on bank loans, overdrafts and
RITER  BXR other loans wholly repayable
Hih &R FE within five years 24,236 11,429

BiIE
BE-TT/\FR-FTLFNAST
AUEATEA Z TG BB EEMA A

TAX
The major components of income tax for the six months
ended 30 June 2008 and 2007 are:

BENA=THILAREA

For the six months ended 30 June

—ETNF ZETLF
2008 2007
ARETT AREEFTT
RMB’000 RMB’000

RREIRBE 2 2 & R Current Mainland China corporate
Fri8fi ([ EFSF])  income tax (“CIT”) 19,248 6,032
IEIEFL TR Deferred taxation 4,259 1,709
23,507 7,741

REFASHEERHBEEE(—NNANFE
IR EANGR  ARREERERSREE
SRITBEARE - HERSLE LYY
ARBEAR ARG B RBAK
WS IR EHK - ARARAREEL
BEG  MEARBRBELZARERK
MERIRAT 5% RGN BB FIEH
HRARBRAAALBREEEELZ
ERBAE(BE-_ZTLFA=1H
WEARMEA &) - EHREEREENEH
B

Pursuant to Section 6 of the Tax Concessions Law (1999
Revision) of the Cayman Islands, the Company has
obtained an undertaking from the Governor-in-Council of
the Cayman Islands that no law which is enacted in the
Cayman Islands imposing any tax to profits or income
or gain or appreciation shall apply to the Company or its
operations. As the Company carries out business in Hong
Kong, it is subject to a Hong Kong profits tax at 17.5% on
the estimated assessable profits arising in Hong Kong. No
provision of Hong Kong profits tax has been made as the
Company had no assessable profits arising in Hong Kong
during the period (for the six months ended 30 June 2007:
Nil).
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HEZ

ZENFAA=ZTHIEAER

For the six months ended 30 June 2008

BiIE ()
RIERBELBEEH — N \NEH
BEEATE((EREEATE]) &
REL LA TATMA T Y B
AT A ERE R YA BEEAK
HBRAMERAZ BN - Bl RE
B LRSS 2 M B A FK R
BERAT(XZE]) BARE -

REHE > RERBEIEEMRIzE
BB AR BN (RIBE) BRARZAR
9% R BANFTISH - I & PO R R F
REFRRBMNFEH -

REBEMAZZ2ZEMBE AR AMNE
ZAERAB(EMNES )Mok (FE)ER
BERAR[KF(FH)])BELT.5%F
SRERNEBELE 2 G5 ERT A
AR - ARNFARBRMNESHTKE(F
B A B|BREBEEERERRAE - &
Y EABANSVIERE(BRE_ZT
TEARA=THIEARER : &) -

P B K BE A S 2 B BB A R B IR 18% &=
25% T RN EFBR - BIE[ BT
AR ERCEMEHRBEERBURNE
W] AEBERT R ER BRI
MEECESHRATHNEAREA-S
T N\FIR18%HIT © — BT NFIR20%H
17 ZE—TFER2%MIT 0 —T——
FER2A%MIT » B ——F R 2181%25%
WMiT - RERCEMEHRI —2=H¥]
THREHERNWEB AR - FBEHE
TREERFERYCEE - TBOER RAE
BHRTHEBRREANTFREXZZSEMA
I T FAUEZREEBERN
&E—F o

TAX (Continued)

Pursuant to the International Business Companies Act,
1984 (“IBC Act”) of the British Virgin Islands, International
Business Companies incorporated in accordance with the
IBC Act enjoy a complete exemption from income tax. This
includes an exemption from capital gains tax, and all forms
of withholding tax. Accordingly, Top Always Investments
Ltd. (“Top Always”), a subsidiary incorporated in the British
Virgin Islands, is not subject to tax.

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

Shenzhou Trading Co., Ltd. (“Shenzhou Trading”) and
Top Always (Hong Kong) Investments Ltd. (“Top Always
(Hong Kong)”), wholly-owned subsidiaries incorporated in
Hong Kong, are 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 have been made
as Shenzhou Trading and Top Always (Hong Kong) had no
assessable profits arising in Hong Kong during the year (for
the six months ended 30 June 2007: Nil).

The subsidiaries established in Mainland China are subject
to CIT rates ranging from 18% to 25%. According to the
“Notice by the PRC State Council on the Implementation
of the Grandfathering Preferential Policies under the PRC
Enterprise Income Tax Law”, the applicable tax rate in the
coming years for our manufacturing subsidiaries in Ningbo
Economic & Technical Development Zone will be 18% in
2008; 20% in 2009; 22% in 2010; 24% in 2011; and 25%
in 2012 and thereafter. Subsidiaries currently enjoying
the fixed-term preferential tax treatment of “full exemption
for two years and a 50% reduction for 3 years (Z%=
JE)” will continue to enjoy the preferential treatment
in accordance with the original tax law, administrative
regulations and the relevant stipulated preferential
treatment and terms after the implementation of the new
tax law until the term expires. However, the preferential
policies will come to an end in 2012.
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10

11.

30

SRAAEERRESEAEM
BREF

HAM AR BIRRERE ABLER
B DB ARRERE AEBIGEE
RE# AR 263,646,000 (B2 —
ET+FNAZTHIEANER AR
265,937,0007T ) LA & B 21T 3B AR A9 N
W 19801,245,000,0000% ( — BT+ 4F
ANA=+HIEAREA ¢ 1,245,000,000

BOFE -

—

P M AT B AR A B A
I35k 25 SR ERF -

iR
REEEEN-_FT)\F/\A+-AR

B2 —HRAR  EFVTEHRER
E-EZNFRA=THIEREAARNF
HIRS. -

10.

11.

EARNINGS PER SHARE ATTRIBUTABLE
TO ORDINARY EQUITY HOLDERS OF THE
PARENT

The calculation of earnings per share attributable to
ordinary equity holders of the parent for the period is
based on the consolidated profit attributable to equity
holders of the parent of approximately RMB263,646,000
(six months ended 30 June 2007: RMB265,937,000) and
on the weighted average number of 1,245,000,000 (six
months ended 30 June 2007: 1,245,000,000) ordinary
shares in issue.

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

DIVIDEND

Pursuant to the resolution passed by the Board on
12 August 2008, the directors do not recommend the
payment of an interim dividend for the six months ended
30 June 2008.
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HEZZZ)\HEXA=+HILXEA
For the six months ended 30 June 2008

12. EXRFEX

12. CAPITAL EXPENDITURES

KEIR
LE T fF R
BB K& = R Water
Properties, Land resource
plants and use use
equipment rights rights
BE_STtHE For the six months ended
NA=Z+THIEAEB 30 June 2007
N-ZZ+%F—H—H2 Opening net book amount at
FYIRTEF 5 1 January 2007 1,638,031 132,374 -
INE Additions 287,431 21,089 -
HeE Disposals (820) - -
HE Y Depreciation/Amortisation (81,842) (930) -
[ H =58 Exchange differences (976) - -
MNZTELF/XA=+H Closing net book amount at
2 BAR R 5 30 June 2007 1,841,824 152,533 -
BZE-ZZEN\F For the six months ended
ANA=THLEAEAR 30 June 2008
RZZFEZ)N\F—H—H,Z Opening net book amount at
FYINREFEE 1 January 2008 1,973,982 151,993 -
INE Additions 334,247 48,805 126,000
HeE Disposal (746) - -
e Depreciation/Amortisation (100,841) (1,198) (525)
M 7, =58 Exchange differences (1,950) - -
NZZZNE,XA=+H1 Closing net book amount at
Z EAR IR HEE 30 June 2008 2,204,692 199,600 125,475
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13. & 13. INVENTORIES

—EENF —EBELF
NA=+H +=—A=+—H
30 June 31 December
2008 2007
ARET T AREFIT
RMB’000 RMB’000
FERH Raw materials 138,709 128,165
R Work in progress 476,517 308,659
RIRK G Finished goods 267,240 258,685
882,466 695,509

14. EUERFX 14. TRADE RECEIVABLES
REBHIRNBAHENEAZ#ET - H The majority of the Group’s sales are on letters of credit.
BRIE—REIZB1E6EATENEE The remaining amounts are generally granted with credit
HY o IR FRAIBREC AT LA - terms ranging from 1 to 6 months. The ageing analysis of

trade receivables is as follows:

—EEN\F —EELF

~A=1+A +=A=+—8

30 June 31 December

2008 2007

AREF T ARBFIT

RMB’000 RMB’000

0Z6fd A 0 to 6 months 345,514 324,294
[EEP S over 6 months 6,172 1,477
351,686 325,771

FEUERSRMIR MBS E R A EHEE © The carrying amounts of trade receivables approximate

their fair values.
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TTN\FAA=THIEAEA

For the six months ended 30 June 2008

15.

16.

%ﬁ NI ~ RE R E MR

15. PREPAYMENTS, DEPOSITS AND OTHER

=] RECEIVABLES
—TTN\F —ETLF
7 \ﬂ +H "f’:ﬂ E+_ H
30 June 31 December
2008 2007
ARETT ARBEF T
RMB’000 RMB’000
SEUNE S Prepayments
—REREMR - Purchase of raw materials 42,166 42,745
—HEEHOARE — Purchase of export quotas 6,195 3,716
—ENEE NES — Prepaid rentals and deposits 18,241 22,030
—EAfth - Others 17,130 743
FEUYIE B RERLR VAT refund receivables 17,072 10,471
Hiih el kg Other receivables 18,403 19,565
119,207 99,270
PTEEmMIT A . DERIVATIVE FINANCIAL INSTRUMENTS
2T LF
—EENFARA=TH +—-A=+—8H
30 June 2008 31 December 2007
BE BE BE BB
Assets Liabilities Assets Liabilities
AEREFTT ARETT  ARETT ARBTT
RMB’000 RMB’000 RMB’000 RMB’000
REIEE AL Forward currency contracts 252,096 183,012 286,617 161,754
REEBANZIERmERE D A EME The carrying amounts of forward currency contracts
=, approximate their fair values.
o ﬂgﬁé}Ag{] e+ Forward currency contracts—-cash flow hedges
R-EENESA=+H KEEEH At 30 June 2008, the Group held certain forward currency
EFREHEKAEY I5ETHETEHA% contracts designated as hedges in respect of expected

FEINEPIHE 2 Bm Ak o

AEBECRBHBRHENHEREH
EBEHN FE  AKBEEFGE T
NER_ZTZNFRAARHEEHEAR
EREZHPER  BETOER -

BN REEB % .JKELHH??’%/\
4 WEBERHAYRSAETHZ
& & mE - étéﬁiqﬂ‘ﬁﬁﬁ‘ﬁilﬂz/&ﬁ
B EFEEARYS7,759,000 7T (HE
—EEFXRA=ZTHIEANEAR - W
AR¥17,863,0007T) © EFFAREEZE
% °

future sales to overseas customers.

The terms of the forward currency contracts have been
negotiated to match the terms of the expected future
sales. The cash flow hedges relating to expected future
sales in the year 2008 and 2009 were assessed to be
highly effective .

In addition, the Group has entered into various forward
currency contracts to manage its exchange rate exposures
which did not meet the criteria of hedge accounting.
Changes in the fair value of non-hedging currency
derivatives amounting to a loss of RMB57,759,000 were
charged to the income statement during the period (six
months ended 30 June 2007: gain of RMB17,863,000).
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17.

18.

34

T N\FAA=+HIANEA

ENEREFREE 17. TRADE AND BILLS PAYABLES
REER > BIERZHEAE ZEMNER An ageing analysis of the trade and bills payables as at
RN EERE ST - the balance sheet date, based on the invoice date is as
follows:
—ZEETN\F ZETF
~NA=+H +=—A=+—H
30 June 31 December
2008 2007
ARETT AREFIT
RMB’000 RMB’000
0Z£61A A 0 to 6 months 356,117 305,844
[ ENENE:S 6 months to 1 year 1,456 3
1FFE2F 1 year to 2 years 3 _
2F A over 2 years 40 40
357,616 305,887
HihEZEm e R 18. OTHER PAYABLES AND ACCRUALS
—EEN\F —ETLF
/\ﬂ:+E| +:HE+—E|
30 June 31 December
2008 2007
ARETT ARBTIT
RMB’000 RMB’000
EFP#He Customer deposits 1,451 1,803
FEstR Y Accrued expenses 56,083 95,749
BEWE - BE&KRE 2 Payables for purchase of
FEf A property, plant and equipment 2,092 7,003
BRABEEIRZRE Guarantee deposits related to 18,296 1,226
construction projects
FER/KERERE Payables for water resource use rights 76,000 -
Hih e FIE Other tax payables 2,651 9,525
AR ARIRE ZAZE  Dividends payable to shareholders
of the parent 126,605 -
LR ZRE Dividends payable to minority
shareholders 1,087 1,087
E At T FRIE Other payables 4,763 3,566
289,028 119,959
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19.

20.

21.

e 19. COMMITMENTS
BAREE Capital commitments
“EE)N\F —ETLF
SNA=1H +-A=+—H
30 June 31 December
2008 2007
ARBEFIT ARBT T
RMB’000 RMB’000
BRIHBREE Contracted but not provided for:
—BEE T ERREAR — Acquisition of land use rights and
mME - WENEE property, plant and equipment 173,877 224,474
—BREEMEE IRE R — Construction of property,
plant and equipment 144,275 26,438
— KB IR Ak — Water resource use rights 76,000 76,000
394,152 326,912
HAEE 20. CONTINGENT LIABILITIES

AEERZZEZENFAA=THIES
ARIARBE(ZEZLEF+A=1+—
H:®|)-

BEALRS

WE—7THE ﬂETﬁﬂZF‘?Tﬂ wEm—7

ﬁ%ﬁﬁﬁ?ﬁ“& REITEEATE
N RIETRARERRE - W5 %Ey\

R—7742 %] - MR (E A RRE

(a) EEREBEALHIRS
AEFBHE_ZTEN\FR_ZTT+
FRAZTHIEANEABEREA
T(BEEEREBEAURAE
R PR RAZHI AR R]) #IT FAEKR
5

FEFFE—

REETOHR-_ZTTLF+ A
Z+—HBiIuzBE  AEERR
ERAMNEXBERAB([HME
EDWEAN It w R L A
LgE - Be@RBARARKE
153,000,0007T °

21.

The Group did not have significant contingent liabilities as
at 30 June 2008 (31 December 2007: Nil).

RELATED PARTY TRANSACTIONS

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

(a) Transactions with related parties
The Group had the following significant transactions
with its related parties, including directors and
their associates and companies controlled by the
controlling shareholder, for the six months ended 30
June 2008 and 2007:

Discontinuing —

Pursuant to several agreements dated 21 December
2007, the Group acquired the land use rights of land
situated at Beilun District, Ningbo and industrial
complexes from Ningbo Shenzhou Properties Co.,
Ltd. (“Shenzhou Properties”) at an aggregate cash
consideration of approximately RMB153,000,000.
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21. AL S @)
(a) EEEEBEATHIREZ (8)

21. RELATED PARTY TRANSACTIONS

(Continued)
(@) Transactions with related parties
(Continued)

BESNA=THIEAREA

For the six months ended 30 June

ZEE)N\F —ETF
2008 2007
ARETT ARBTT
RMB’000 RMB’000
MEMNEXEE Lease of property, plant and equipment
mE - BB RRE from Shenzhou Properties 3,054 4,234
PR 2 IR IR (R Purchase of steam supply from Ningbo
HEBRAA Mingyao Environmental Thermal Power
([ERMBENEE |)** Co., Ltd. (“Mingyao Electric Company”)**
ez &R 22,509 20,671
TR BN RS A Processing services provided by
BRAR] Ningbo Shenzhou Dagang Knitwear
([ B ) * Co. Ltd. (“Shenzhou Dagang”)*
R 2 AT ARTS 4,433 3,112
AR E 2T B 2 Purchase of packaging materials from
BREAR([FER Shaoxing County Huaxi Packaging
BERAT]])Fx* Materials Company Limited
s R R (“Huaxi Packaging Company”)* ** 13,738 12,576
* RNEERBMNRERRNRRRL * Shenzhou Properties and Shenzhou Dagang are

R AT -

*k BARAERAQRRKIZERA A
BA8%IHELS

oex BEOESATMARARF
HITEFE 2 WIS -

AEAL 2 RBEREERESR
AARRETERPREZAMRE
& R AGRTETT

controlled by the Company’s ultimate holding company.

*x Mingyao Electric Company is owned as to 48% by the
Company’s ultimate holding company.

***  Huaxi Packaging Company is controlled by the relatives
of one of the Company’s executive director.

The purchases and lease from the related parties
were made according to the published prices and
terms offered by the related companies to their major
customers.
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21. BEEALTR S | 21. RELATED PARTY TRANSACTIONS
(Continued)

(b) EEEFEEA L HVEER (b) Balances with related parties
AREBEHEEEBEATHATERLG The Group had the following significant balances with
£ its related parties:

—ZETENF —EELEF
NA=+A +=ZA=+—H
30 June 31 December
2008 2007
ARBTFT AREFTT
RMB’000 RMB’000

FERTREEA L FE Amounts due to related parties

=0 YiEl - Trade related

EFREMAT Huaxi Packaging Company 2,383 1,009

BN A Shenzhou Dagang 5,186 _

HINE S Shenzhou Properties 155,000 -

— ¥E5H - Nontrade

HiE(EFB)ERAT  Worldon (Hong Kong) Limited 967 -

FERBINERAT] Excelbright Overseas Limited 8,231 -
171,767 1,009

(c) FEEEAEME (c) Key management remuneration

BHERNA=THIEAREAR

For the six months ended 30 June

—ETEN\F —ETLF
2008 2007
ARETT AREFIT
RMB’000 RMB’000

e R HEMEE] Salaries and other shortterm
EEEF employee benefits 4,028 4,021
BEER 12 1R Post-employment benefits 29 34
4,057 4,055
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FEREFRHER
BE-—2T\FXA=TARILAEA  £%H
MAAEFHHEBERHEENTES - K%
B 5 A L A O SR R (5 AR BB R 927% -
AEEEERERES REMBERRREME
BRROARRE T -

EERHRRBENER
RBE-ZEN\FAAZ+BELEAEA  F2
AEFHEN AR RN EEANEL EE
B 2 A S R (a4 o

EENBRETHRAEREAQFRS
Mz RRE

RZTEZNFRA=1H  REEFLHAEK
B[ &5 R GED ) EXVEBETRESHHE
HEARBMEBBEIZMAR AT ([HBR
Frl) - WAREES R ERGIF35216GMFE
ZERMAHE  SRELHRNAETARE
FETEFR ZHRESTRI(MR2ESTRI ) E M
EARABMBRFT > BRARAEZTMEST
KA B A AR A Sk B AR A 4E BRA B (123 55
FHERPISEXVER 2 BRE ) 2 iy - fERAD
LE#EZERIAR (BEREEFRHAE
P2 ZF RN EMZFEZERESTRAER
BAREARERA R SORB) T

Major customers and suppliers

During the six months ended 30 June 2008, the Group’s sales
to the top five customers accounted for approximately 75% of its
total sales; the Group’s purchases from the top five suppliers
accounted for approximately 27% 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 businesses
During the six months ended 30 June 2008, none of the
directors of the Company had any interest in any business
competing 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 2008, the interests and short positions of the
directors and chief executives 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”)) (including interests
and short positions which any such director or chief executive
had or was deemed to have under such provisions of the 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, and were recorded in the register
maintained by the Company pursuant to Section 352 of the
SFO, or 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:

Long positions in ordinary shares of the Company

ERARE#IT

8 Btz B RERER RHEE BREBED
Percentage of the

Capacity and issued share capital

Name Notes nature of interest Number of shares of the Company
BREEE 1 NEIER 907,472,000 72.89
Mr. Ma Jianrong 1 Corporate interests 907,472,000 72.89
BE@AMEE 2 DA 117,000,000 9.40
Mr. Huang Guanlin 2 Corporate interests 117,000,000 9.40
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Notes:

1. As at 30 June 2008, 900,000,000 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).
Apart from his interest disclosed above, Mr. Ma Jianrong indicated in
its latest disclosure form that during January to April 2008, he was
interested in 7,472,000 shares through his wholly-owned subsidiary,
CRN (HK) Ltd. 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 indirectly owns a 13% interest in Excelbright, which
in turn owns a 72.29% interest in the Company.

Save as disclosed above, as at 30 June 2008, none of the
directors and chief executives of the Company had or was
deemed to have any interests or short positions in the shares,
underlying shares and 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 enables the directors and
chief executives of the Company or their spouse and children
under 18 years of age to hold any interests in the shares or
debentures of the Company or its associated corporations.
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Substantial shareholders’ interests and short
positions in the shares of the Company

As at

30 June 2008, the following persons, other than directors

of the Company, who held interests of 5% or more in the issued
share capital of the Company were recorded in the register
of members required to be kept by the Company pursuant to
Section 336 of the SFO:

NEATEZEERDPZHE Long position in ordinary shares of the Company
ERDFBET
=g (i3 B RERER RGEE BT 2L (%)
Percentage of the
Capacity and issued share capital
Name Notes nature of interest Number of shares of the Company(%)
= 1 ERFAA 900,000,000 72.29
Excelbright 1 Beneficial owner 900,000,000 72.29
i@ 1E2 EmBFBA 900,000,000 72.29
Worldon land2 Beneficial owner 900,000,000 72.29
Veer Palthe 3 WEKE 63,481,000 5.10
Voute NV 3 Investment Manager 63,481,000 5.10

N Notes:

1. ERA—FR_EZRFOAT_BERBERL 1. Excelbright, a company incorporated in the British Virgin Islands on

HEEMAZE AT - TFEARRDETRA
M72.20% 5 - R-FTN\FRA=TH - @
AR BITRA -
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MEERIBE13% - SRLEERFERLE LY
T o BEAMEAEASERALENLBREESLE
ERERK - AR BRIEE SR 2B BITRAM
BREKEEEFBRRASBB=P 2 —RE
- REBEEFRBEKRL - BSRELEHERAR
SIREA 900,000,000 8% (0 R B #E R

3. Veer Palthe Voute NVAYEY E =7 - RiEVeer
Palthe Voute NV =ZZENFH AN\ BRR Z#
W BRI 5%63,481,0000% %17 AVeer Palthe
Voute NVEERERD + %A AlMAllianz SEEEEH
81.1%K R » BAllianz SEEG KD HERS 2 M
=N
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3.

12 April 2005, held a 72.29% interest in the issued share capital of
the Company. As at 30 June 2008, the entire issued share capital of
Excelbright was held by Worldon.

As at 30 June 2008, the issued share capital of Worldon was held
as to 74% by Mr. Ma lJianrong, 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.

Veer Palthe Voute NV is an independent third party. Based on the
disclosure of interests forms filed by Veer Palthe Voute NV on 8 May
2008, these 63,481,000 shares are registered in the name of Veer
Palthe Voute NV, a majority owned subsidiary of Allianz SE, which
owned 81.1% of the voting rights in Veer Palthe Voute NV.
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Save as disclosed above, as at 30 June 2008, 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
any interests or short positions in the shares or underlying
shares of the Company which were required to be recorded
pursuant to Section 336 of the SFO.

Dividends

At the Company’s Annual General Meeting held on 19 May
2008, shareholders approved the payment of a final dividend
of HK$0.16 per share for the year ended 31 December 2007
to shareholders whose names appeared on the register of
members of the Company at the close of business on 14 May
2008. The dividend was paid on 18 June 2008 in cash.

The Board does not recommend the payment of any interim
dividend for the six months ended 30 June 2008 (six months
ended 30 June 2007: Nil) and proposes that the profit for the
period be retained.

Code on Corporate Governance Practices

On 9 October 2005, the Board approved and adopted its own
Code of Corporate Governance, which covered all 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 2008.
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Model Code for Securities Transactions by
Directors

The Group has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in the
Listing Rules as the Company’s code of conduct regarding
Directors’ securities transactions (“Securities Trading Code”).
Upon specific enquiries on this matter, 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 during
the six months ended 30 June 2008.

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.
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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 internal 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.

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 2008.

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 the
senior management and on the establishment of a formal and
transparent process for approving such remuneration policy.
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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 or make
recommendations to the Board in this respect; review the
structure, number of members and composition of the Board,
and make recommendations to the Board for any proposed
changes.

By Order of the Board

Ma Jianrong
Chairman

Ningbo, China, 12 August 2008
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