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

Current assets

Inventories

Trade receivables

Bill receivables

Prepayments, deposits
and other receivables

Pledged bank deposits

Cash and cash
equivalents

Current liabilities

Trade and bill payables

Accruals and other
payables

Current income
tax liabilities

Borrowings

Derivative financial
instruments

Net current assets

Total assets less
current liabilities

Note
Hst
BE
FRBEE
TP 5
M - BB KREE
6
BERAZRE
EIEFSHERE
RENEE
3=
FEUE 5 7
W R IE 7

BH0E - 7E
REMBKESR 8
BIERRITER

ReRAEEED

REEE
ENESLREERE 9
ﬁﬁém&ﬁm

FERBRR 10
EHFEHAaE

BE 11
TTHEERTA
12

REBEERE
BREERRBDEE

Unaudited
RSB
As at

30 June
2009
R=BENE
ANA=TH
RMB’000
ARETT

115,570
1,441,777
32,198
4,373
1,593,918
629,783
158,396
221,387

160,755
286,178

231,436

1,687,935

690,911
197,213

2,563
761,052

4,694

1,656,433

31,502

1,625,420

Audited

KE%

As at

31 December
2008
—TTN\F
+_Hf+ H
RMB’000
AREFT

116,482
1,467,211
34,572
4,855
1,623,120
690,026
78,124
385,989

87,351
21,570

313,012

1,576,072

631,068
226,762

8,018
522,607

7,915

1,396,370

179,702

1,802,822
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8 Unaudited Audited

L REEH AE

& As at As at

R 30 June 31 December

; 2009 2008

o R-ZBELE RZTTN\EF

o AB=+B  +=-A=1+-A8

% Note RMB’000 RMB’000

E Hst AR¥FT AREFT

fé", Non-current liabilities E =i

o Borrowings B7E 11 319,207 554,267

o

o Deferred income EREFSHAE

9 tax liabilities 21,836 20,173

O

> 341,043 574,440

g ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

gj Net assets BEEFE 1,284,377 1,228,382

= eaumy R

e Capital and reserves AT RERFEA

:’", attributable to EERAR #E

ac the Company’s

m equity holders

= Share capital [ 13 94,064 94,064

Reserves 4 1,190,313 1,134,318

Total equity RERERELE 1,284,377 1,228,382

ETHEBBEHHTEY AILINT dNOYUD FTILXIL DNOHXIL

The accompanying notes are an integral part of M ALt R4 A BIEERIE— 301 -
these condensed consolidated financial information.
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Sales EERE

Cost of sales HEMA

Gross profit EF

Selling and HE kDX
distribution costs

General and —MRITHRAX
administrative
expenses

Other income HAug A

Other (losses)/gains — net  E {518,/ (Uz)

— 5%

Operating profit pedpin

Finance income BRI

Finance costs &R

Finance (costs)income  BI# (&), MA
—net — 58

Share of loss of DIEEE N T EE

an associate

Profit before income tax RFTEH B F

Income tax expense FTS B
Profit for the period, HAAZR A IR AE
attributable to equity BH AERRF

holders of the Company

Earnings per share for HiRAAD T RHE
profit attributable BEAEGER
to the Company’s ZEBREF
equity holders during (ABRARYE
the period (expressed £RR)
in RMB per share)

— Basic —HAR
— Diluted —¥E
Dividends BE

Note
Htat

4,15

16

16

18

19

20
20

21

The accompanying notes are an integral part of
these condensed consolidated financial information.

Unaudited
RICER
Six months ended 30 June
BZEAA=1THLAEA

2009 2008
—EEAEF —TT)\F
RMB’000 RMB’000
AEH¥Fr ARFr
1,712,654 1,824,086
(1,513,190) (1,600,077)
199,464 224,009
(54,923) (43,984)
(61,199) (89,847)
7,891 43,921
(338) 456
90,895 134,555
1,242 36,685
(23,235) (35,066)
(21,993) 1,619
(2,374) (1,483)
66,528 134,691
(10,533) (16,521)
55,995 118,170
0.063 0.134
0.063 0.134
27,295 -

M SE R UL ERAR S BIIE BRI R — B0 1D -
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[ Unaudited

% REB

e Six months ended 30 June

a BEAA=1TAHILANEAR

x 2009 2008
3 —2ENE —EENF
% RMB’000 RMB’000
m ARETFT AREFT
&

m

:?, Profit for the period HREF 55,995 118,170
=)

=

3 Other comprehensive Hitt 2wk

E income

ﬁ Currency translation ME N ZRE

3, differences - (41,085)
=

g Total comprehensive EATREFEA

i income for the period, FE{THR2EUE

= attributable to equity #azg

o

T holders of

8 the Company 55,995 77,085
3
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REER
Share Other  Retained
capital  reserves  earnings Total
RA  HitthE  REEA @t
Note RMB000 ~ RMB'000  RMB'000  RMB'000
Wit AREFrT AREFT AREFT AREFT
Balance at RZBENE
1 January 2008 —B-AfEs 93,990 488,559 493,202 1,075,751
Profit for the period e eyl - - 118,170 118,170
Other comprehensive Hih2EME
income
— Currency translation —BREE
differences - (41,085) - (41,085)
— Transfer from -BERREERE
revaluation reserve to RERm T
retained earnings
— gross —8 - (1,328) 1,328 =
~ deferred income tax —BEREMER - 361 (361) -
Total comprehensive income &% —ZF/\4£X A=+HIE
for the period ended e EkaeE
30 June 2008 - (42052) 119137 77,085
Dividend relating to 2007~ AE-FT+E 7S - — (62073)  (62,073)
Issue of shares upon TEBRERRITRG
exercise of share options 74 437 - 511
Balance at R-BENE
30 June 2008 NA=TBHEE 94,064 446,944 550,266 1,091,274
Balance at RIZZNE
1 January 2009 —B—-AfER 94,064 510,434 623,884 1,228,382
Profit for the period, total ~~ HREF|  HE-_TThEF
comprehensive income ~NA=THILEE
for the period ended FENELEE
30 June 2009 - - 55,995 55,995
Other comprehensive Hth2ElE
income
— Transfer from -BERFEEREE
revaluation reserve to RE A
retained earnings
—gross — B8 - (1,330) 1,330 =
— deferred income tax —EREAEH = 393 (393) =
Total comprehensive income HZ-—ZThFA=+HLE
for the period ended BRZERSEE
30 June 2009 - (937) 56,932 55,995
Balance at R-BEHE
30 June 2009 ~A=THMNES 94,064 509,497 680,816 1,284,377

The accompanying notes are an integral part of
these condensed consolidated financial information.

Unaudited
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Cash flows from operating R H&ZEEHHN

activities HERE

Cash flows from investing REREFEN
activities BHERE
— investment in —REEEARIRE

an associate

— purchases of property, —BEYE  BE
plant and equipment T

— proceeds from disposal of — — &Y « HE
property, plant
and equipment

— proceeds from disposal of ~ — & b {5 4

land use rights FriS 3018
— increase in pledged —BHEIFRITER
bank deposits 0
Net cash used in investing R&EEEFT#E
activities REFE
Cash flows from financing REBMETEHN
activities ReERE
— proceeds from borrowings ~ — & E TS RUE
— repayments of borrowings ~ —(EBEE
— proceeds from issuance —BITRIDFTISRIB

of shares
— Interest paid

—EfFE

Net cash (used in)/generated B&;EE) (FiiE), Fifs

from financing activities RE&FHE

Net (decrease)/increase ReRBELEEY
in cash and (R4),/ 18 b0 B

cash equivalents

Cash and cash equivalents R—A—BzR&R
at 1 January REEED

Cash and cash equivalents RAXA=+tHZRE&R

at 30 June REEEY

KRS TR

Unaudited
RICER
Six months ended 30 June
BZEAA=1THLAEA

2009 2008
—EEAE —TT)\F
RMB’000 RMB’000
AEH¥Fr ARFr
237,677 36,621
- (7,740)
(31,344) (232,303)
1,052 1,089
- 12,255
(264,608) (43,908)
(294,900) (270,607)
357,849 470,586
(354,138) (194,286)
- 511
(28,064) (32,636)
(24,353) 244,175
(81,576) 10,189
313,012 199,615
231,436 209,804



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
garment fabrics.

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

The condensed consolidated financial
information for the six months end 30 June
2009 was approved for issue by the Board on
28 August 2009.

This condensed consolidated financial
information for the six months ended 30
June 2009 has been prepared in accordance
with Hong Kong Accounting Standard
34, ‘Interim financial reporting’. It should
be read in conjunction with the annual
financial statements for the year ended 31
December 2008, which have been prepared
in accordance with Hong Kong Financial
Reporting Standards.

Except as described below, the accounting
policies applied are consistent with those of
the annual financial statements for the year
ended 31 December 2008, as described
therein.
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R A KR o
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g -
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3. ACCOUNTING POLICIES (Continued) 3. EIESR(E)
The following new standards and amendments THIFTAER R EHER 2 BRI
to standards are mandatory for the first time ZENF—A—BREBZMBE
for the financial year beginning 1 January JE EIR 8 HIl AR
2009:

. HKAS 1 (revised), ‘Presentation of
financial statements’. The revised
standard prohibits the presentation of
items of income and expenses (i.e.
‘non-owner changes in equity’) in
the statement of changes in equity,
requiring ‘non-owner changes in equity’
to be presented separately from owner
changes in equity. All ‘non-owner
changes in equity’ are required to be
shown in a performance statement.

Entities can choose whether to
present one performance statement
(the statement of comprehensive
income) or two statements (the
income statement and statement of
comprehensive income). The Group
has elected to present two statements:
an income statement and a statement
of comprehensive income. The interim
financial statements have been
prepared under the revised disclosure
requirements.

BB ERTERE 1% (EE
FDIEBHmR 2] - %
ARG AT R BE EFr #E ok
HHRNEIIWZIAE (B
[GEEE AERZE]) 2
KB AR ES | R
BRAEANEREHEBYE
5l o FRETIEA A s
B BAERRBEANT
7R ©

BEREERI-—OHRR
BR(ZEKER) IWH
BR(BEaXkE2ERES
K) AEBECEEZIMW
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HKFRS 8, ‘Operating segments’.
HKFRS 8 replaces HKAS 14, ‘Segment
reporting’. It requires a ‘management
approach’ under which segment
information is presented on the same
basis as that used for internal reporting
purposes. This has resulted in an
increase in the number of reportable
segments presented.

Amendment to HKFRS 7, ‘Financial
instruments: disclosures’. The
amendment increases the disclosure
requirements about fair value
measurement and amends the disclosure
about liquidity risk. The amendment
introduces a three-level hierarchy for fair
value measurement disclosures about
financial instruments and requires some
specific quantitative disclosures for
those instruments classified in the lowest
level in the hierarchy. These disclosures
will help to improve comparability
between entities about the effects of fair
value measurements. In addition, the
amendment clarifies and enhances the
existing requirements for the disclosure
of liquidity risk primarily requiring a
separate liquidity risk analysis for
derivative and non-derivative financial
liabilities. It also requires a maturity
analysis for financial assets where the
information is needed to understand
the nature and context of liquidity risk.
The Group will make relevant additional
disclosures in its financial statements
ending 31 December 2009.

BB WS E R85k
(B2 E] - BT RE
ERIESFTIMAK T HBGR
EQFE 145 D BBI/E ]
SRR SRR EE )T
] D ERE R AR R
MRS IR A 2 AR R 4
2% GHEREHRNEZHE
BTN -

HEBYBRELNETR
[EBMTA : REIZEFT -
ZIERTIEINT A FEFEZ
RERTELBER] TR
R o ZERTBIATE
ERMTARFEFEREZ
=fAE R B ESRE AR
REERHHTRETRE
AR 8(LRE - Z5RE
BAEDIRSERBERAYF
ERfBZFE 2RI - 1t
S BZIERT R 58 38 B
BErngtRkzBERE
ITESRETESREER
T SRBAERETER
ZRBERB AT o ZIER]
TRREMMTEZER T R 8
MREBRZMEERESR - AY
TREEETIHASN
FEEBRBEE-ZTNSF
TZA=t+—RHIEZHHBR
FAVELARRRRSNEEE -
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. Amendment to HKAS 23, ‘Borrowing
costs’. The amendment requires an
entity to capitalise borrowing costs
directly attributable to the acquisition,
construction or production of a qualifying
asset (one that takes a substantial
period of time to get ready for use or
sale) as part of the cost of that asset.
The option of immediately expensing
those borrowing costs will be removed.
The amendment has no impact on
the Group’s accounting policies as
the Group’s existing accounting policy
on borrowing costs comply with the
amended requirements.

The following new standards, amendments to
standards and interpretations are mandatory
for the first time for the financial year
beginning 1 January 2009, but currently are
not relevant for the Group:

. HKFRS 2 (amendment), ‘Share-based
payment’.

. HKAS 32 (amendment), ‘Financial
instruments: presentation’.

. HK(IFRIC) 9 (amendment),
‘Reassessment of embedded
derivatives’ and HKAS 39 (amendment),
‘Financial instruments: Recognition and
measurement’.

. HK(IFRIC) 13, ‘Customer loyalty
programmes’.

. HK(IFRIC) 15, ‘Agreements for the
construction of real estate’.

. HK(IFRIC) 16, ‘Hedges of a net
investment in a foreign operation’.
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ACCOUNTING POLICIES (Continued) 3. EIEEKRE)

Standards, amendments to standards and THER - ERIZETURRE
interpretations have been issued, but are g2 BER=ZZNRF—A—
not effective for the periods on or after Bz BBRAMRER A&
1 January 2009 and have not been early I IR BT LA -

adopted by the Group

. Amendment to HKAS 39, “Financial
instruments: Recognition and
measurement” on eligible hedged items.

. HKFRS 3 (Revised), “Business
combinations” and consequential
amendments to HKAS 27, “Consolidated
and separate financial statements”,
HKAS 28, “Investments in associates”
and HKAS 31, “Interests in joint
ventures”

. HK(IFRIC) 17, “Distributions of non-cash
assets to owners”

HEBGHEAFIRZ
B5T - ARG E IR
B-£®mIA: ®RAK:
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BE)FE1TRIBHERSE

EsRTHEA]
+  HK(IFRIC) 18, “Transfers of assets from ER (AR BRERES
customers” BE®)F18RIEXF,EY
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HKICPA’s improvement to HKFRS
published in May 2009

HKICPA’s improvements to HKFRS have
been published in May 2009, which have
introduced certain amendments to those
standards set out below. These amendments
are not effective for the financial year
beginning 1 January 2009 and have not been
early adopted. The Group is assessing the
impact of these amendments and will apply
these amendments from 1 January 2010.

. HKFRS 2 “Share-based payments”

. HKFRS 5 “Non-current assets held for
sale and discontinued operations”

. HKFRS 8 “Operating segments”

. HKAS 1 “Presentation of financial
statements”

. HKAS 7 “Statement of cash flows”

. HKAS 17 “Leases”

. HKAS 36 “Impairment of assets”

. HKAS 38 “Intangible assets”

. HKAS 39 “Financial instruments:
Recognition and measurement”

. HK(IFRIC) 9 “Reassessment of

embedded derivatives”

. HK(IFRIC) 16 “Hedges of a net
investment in a foreign operation”
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SEGMENTAL INFORMATION

The chief operating decision-maker has been
identified as the Board of Directors of the
Company. Operating segments are reported in
a manner consistent with the internal reporting
provided to the chief operating decision-
maker. The Board of Directors of the Company
reviews the Group’s internal reporting in
order to assess performance and allocate
resources. Management has determined the
operating segments based on these reports.

The Board of Directors of the Company
considers the business from both a product
and geographical perspectives. From a
product perspective, management assesses
the performance from sales of yarn, grey
fabrics and garment fabrics. The operations
are further evaluated on a geographic basis
including Mainland China, Vietnam and other
territories.

The Board of Directors of the Company
assesses the performance of the operating
segments based on sales and net profit.
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4. SEGMENTAL INFORMATION (Continued) 4. DEERE)
The segment results for the six months ended BE_ZTENFR_ZETNEFAR
June 30, 2008 and 2009 are as follows: A=+H1~@EAR Z“*ﬁﬁﬁiﬁﬂ
T

Yarn Grey  Garment

HE fabrics  fabrics

Mainland Other in Mainland in Mainland
China  Vietnam territories China China Total

HEAE  FEAE

HEAR HE  HAHE iy HH #a
RMBO00 ~ RMB000  RMBOO0 ~ RMBO00 ~ RMB000  RMBO00O
AEBBTL ANRETT ARETET ARETL ARETL ARETT

Six months ended BE-EZhE
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30 June 2009 ~A=1H
EAfEA

Total sales 20T 1,270,970 130,438 30456 336,203 48269 1,816,336
ntersegmentsales  HERAEE (74510)  (963)  (28.209) - - (103682)
Revenue (from external  4%3E (KA

customers) NebER) 1,196,460 129,475 2247 336,203 48269 1,712,654
Segment results DELE 5933% 25150  (5992) 8531 3870 90895
Finance income 0N 620 406 30 177 9 1,242
Finance costs BEER (13518)  (7,096) S 4%)  (186)  (23.2%)
Share of loss of AMEHERR

an associate BE - - - - (2374)  (2.314)
Income tax expense  FrSREE (6.924) - - @1T6)  (@33)  (10533)
Proftfor the period A 39514 18460  (5962) 3097 886 5599
Depreciation and

amortsation HERES (26248)  (18730)  (123) (10616)  (1447)  (57,164)
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4. SEGMENTAL INFORMATION (Continued) 4. DEER(E)
Yam Grey  Garment
i fabrics fabrics
Mainland Other in Mainland  in Mainland
China  Vietnam territories China China Total
PEAE  REAE
HEAR #E  Hie # HH it
RMB000  RMB000  RMB'000  RMB000  RMB'000  RMB'000
ARBTFT AREFT ARETFT ARETT ARETFT AREFZ
Six months ended HE-BENE
30 June 2008 ~B=1H
LEAfEA
Total sales L 1,296,839 99,645 16,454 447,072 64,152 1,924,162
Inter-segment sales  HRARSEE (76,774)  (13,088)  (10,214) - - (100,076)
Revenue (from extemal 4%% (K5
customers) IBEF) 1,220,065 86,557 6,240 447,072 64,152 1,824,086
Segment results PEEE 117,890 7560 (11,169) 12,954 7320 134,555
Finance income BRI 17,670 11,677 355 6,475 508 36,685
Finance costs BHER (17811)  (11528) - (5373) (354)  (35.066)
Share of loss of DEBERT]
an associate BB - - - - (1483)  (1,483)
Income tax expense  FTEHHX (13,601) - - (2,600) (320)  (16,521)
Profit for the period Yl 104,148 7709 (10814) 11,456 5671 118,170
Depreciation and REREH
amortisation (26196)  (7.773) (122)  (10963)  (1,551)  (46,605)
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4. SEGMENTAL INFORMATION (Continued) 4. DEEP

The segment assets as at 30 June 2009 and RZEZNFARA=THZHE
capital expenditure for the six months then BENREBEZBIENERZE
ended are as follows: AREAZAT
Yarn Grey  Garment
0 fabrics fabrics
Mainland Other in Mainland in Mainland
China  Vietnam territories China China Total

TEAE  EAE
REAR HE  HHE iy H# %R
RMB000  RMB000  RMB000  RMB000 ~ RMB'000  RMBO0O
NRBTT ARETTL ARETL ARETL ARETT ARETE

Asat30June2009 R-BENE
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~A=TH
Total assets BEE 1,576,815 967,475 58,552 589,534 89,477 3,281,853
Total assets including: ~ ZAEAHE :
- investment in —REENR
an associate 2B - - - - 32,198 32,198
Capital expenditue~ AAEE 14941 15007 5 2,009 52 3,714
The segment assets as at 31 December 2008 R_BEENEFE+_-_A=+—H8HZ2
and capital expenditure for the year are as NEEERFANEARIZOT :
follows:
Yam Grey  Garment
Hig fabrics fabrics
Mainland Other in Mainland  in Mainland
China  Vietnam territories China China Total

TEAE  PEAE
EAR BE AR il ft a8
RMB000 ~ RMB000  RMB000 ~ RMB000 ~ RMB'000  RMBO0O
NRETL ARETT ARETL ARETL ARETT ARETE

As at 31 December 2008 R=ZE\F

+ZB=t-8
Total assets BEE 1,516,892 1,008,154 50,518 543,023 80,605 3,199,192
Total assets including: ~ @EERIE
— investment in i NG
an associate 213 - - - - 5N 34,572
Capital expenditure BEAEY 106,446 303,389 - 5419 699 415,953
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LAND USE RIGHTS

Six months ended
30 June 2008

Opening net book amount
as at 1 January 2008

Disposals

Amortisation

Exchange difference

Closing net book amount
as at 30 June 2008

Six months ended
30 June 2009

Opening net book amount
as at 1 January 2009
Amortisation

Closing net book amount
as at 30 June 2009

5. LTifEARE

BE-ZETN\E
NA=THIEAER

R_FZENF—HA—H
Z R EFE
HE

A

=8

R-BENFAA=1A
Z AR AREFE

BE-ZEThE
NA=THIEAER

RZZETNF—A—H
2 HBEREFE
e

R-ZBZEAFASA=TH
Z AR AREFHE

RMB’000
ARETTT

104,622
(12,255)
(843)

(1,883)

89,641

116,482
(912)

115,570
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s 6. PROPERTY, PLANT AND EQUIPMENT 6. M- MERRZE
] RMB’000
g NRKTTE
g Six months ended BE-ZZN\F
3 30 June 2008 NA=tHLEXREA
—
§ Opening net book amount RZZETZNF—HA—H
= as at 1 January 2008 2 EAFEREFE 1,187,543
= Additions hE 342,768
S Disposals HeE (1,625)
= Depreciation e (45,762)
% Exchange difference 5 =% (29,343)
m
§ Closing net book amount R=ZBZBNFXRA=1+H
= as at 30 June 2008 ZHRERE R E 1,453,581
a B
e
S Six months ended BE-_ZTZThE
@ 30 June 2009 AA=THLEAEA
i |
E Opening net book amount —EThF—HA—H
S as at 1 January 2009 Zﬁlﬂ?ﬂ,ﬁﬁ@ﬁr@ 1,467,211
= Additions RE 32,714
= Disposals & (1,896)
S Depreciation e (56,252)
§| R —
S) Closing net book amount REZBZEAFAA=+H

as at 30 June 2009 ZHRERE R E 1,441,777
= During the six months ended 30 June 2009, HE-_ZThFEAA=THILE
x finance cost of RMB1,569,000 (For the six ANEA - AR™1,569,0007T (&
] months ended 30 June 2008: RMB1,563,000) ZTENFRAZTHLERN
@ was capitalised as part of property, plant @A : AR¥1,563,0007T) 2 &
"_><"'| and equipment at a rate of 4.8% (For the BRAELIB N FR(BEZT
= six months ended 30 June 2008: 6.1%) per TNFRNA=THIEAER :
o) annum. 6.1%) BN RME - BE K&
3 2 —&Bn -
S
C
=
=]
G

EYHEBEBYTY

N
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7. TRADE AND BILL RECEIVABLES 7. EREZREBERE a
As at %
R [
30 June 31 December ¥
2009 2008 P
—BERF —TTNF i
AA=+HB +ZA=+—H =
RMB’000 RMB’000 =
ARHETF T AREFT =
o
Trade receivables FEWE 558 164,649 85,354 ,._=F|.,
Less: provision for impairment & : JR{EE & (6,253) (7,230) 8
—
158,396 78,124 E
Bill receivables FEURIRFRIA 221,387 385,989 @
o
379,783 464,113 §
(72
The fair values of trade and bill receivables FEWE 5 K IR FRIE A A B 6 2
approximate their carrying amounts. HIREEMRS - g
m
The Group generally grants credit terms of AEERTERPOEES—R g
less than 90 days to its customers. The ageing B0HNA - BINE 5 R EEKIE =
analysis of the trade and bill receivables was RIBRER DATIAT =
as follows: >
=
—
As at 3
7 2
30 June 31 December 5
2009 2008 g
—EThE —ETNF
AA=tH +=ZA=+—H
RMB’000 RMB’000
AR®Fr AREFr
0 to 30 days 0HZE30H 241,749 281,255
31 to 90 days 31HZ90H 101,207 107,647
91 to 180 days 91HZ=180H 37,416 75,692
181 days to 1 year 181HZE14F 929 1,551
Over 1 year 1F M E 4,735 5,198
386,036 471,343
Less: provision for impairment & : JR{EE & (6,253) (7,230)
379,783 464,113
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& 8. PREPAYMENTS, DEPOSITS AND OTHER 8. FE{NFIE  BE&RHEMBEWERR
/& RECEIVABLES
%
= As at
¥ i
5] 30 June 31 December
3 2009 2008
§ —EThE —ETN\E
m ~NA=1+H +=—A=+—~H
a RMB’000 RMB’000
= ARETFT ARETFT
m
§ Prepayments for purchase of BERMER
=4 raw materials TRt FIE 140,484 69,418
‘rzﬁ Deposit for acquisition of g B + 3t e P4
g land use right ZiEE 11,000 11,000
=] Staff advances BT8R 680 752
g Value-added tax recoverable FERIBER 1,845 169
5 Prepaid expenses AR 2,912 645
ﬁ Deposits Be 415 1,062
= Other receivables HAtb EYGRIE 3,419 4,305
=
= 160,755 87,351
(=]
=
= 9. TRADE AND BILL PAYABLES 9. ENEZREREIER
=
S As at
= ®
<;3 30 June 31 December
2009 2008
—EEAE T N\F
= ~A=+H +—-A=+—~H
2 RMB’000 RMB’000
% ARETFT AREFT
-
g Trade payables PR 5308 349,521 537,927
= Bill payables FERTRIEFIE 341,390 93,141
©
g 690,911 631,068
v
% As at 30 June 2009, bill payables of RZZEZTNFARA=+H ' E
@ RMB257,389,000 were secured by pledge of HZ 4 8 A R 257,389,000
the Group’s bank deposits of RMB257,410,000 THAESEEEDEFEARK
o (31 December 2008: nil). 257,410,000 (— BT\ E+=
§ A=+—H : ®)0RITERIER
® i o
ot
poi
1>
all

N
H
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10.

TRADE AND BILL PAYABLES (Continued) 9.
The ageing analysis of the trade and bill

payables was as follows:

0 to 90 days 0HZ90H

91 to 180 days 91H£180H

181 days to 1 year 181HE1F

Over 1 year 1FLE
ACCRUALS AND OTHER PAYABLES 10.
Accrued wages and salaries FEET L& KB
Accrual of operating expenses  JEFTAZ & RIS
Interest payable FERFE

Deposits from customers BERE

Other deposits Efiz e

Payables for purchase of
property, plant and
equipment

Other payables

Tax payables other than
Mainland China
enterprise income tax

BEYE  BE
S
JE S BRR
HABER AR
ENIE (RE
REEDRPTEH
BoN)

ENESRFEBREE)

FERE 5 REBERFIEERER 27
U
As at
i

30 June 31 December
2009 2008
—EENF ZZET)N\F
ANA=tH +=ZA=+—H
RMB’000 RMB’000
AR® T AREFr
483,788 205,966
197,971 211,575
8,675 208,952
477 4,575
690,911 631,068

FREAREMEMERR

As at
i

30 June 31 December
2009 2008
—EEAE T N\F
AA=tH +ZA=1—H
RMB’000 RMB’000
ARMF AREFTE
31,486 34,263
31,681 20,262
1,187 4,447
14,611 34,352
4,643 3,951
100,309 100,508
11,546 21,513
1,750 7,466
197,213 226,762
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8 11. BORROWINGS 1. f&&
B
% As at
" ?
ﬂ 30 June 31 December
&5 2009 2008
= —EENE ZETTNF
f‘.': AA=+A +=A=+—8
‘-1" RMB’000 RMB’000
E ARETFT AREFr
h
g Current BD A
= — unsecured bank borrowings — R RIRTT
oL BE 357,393 189,234
‘ﬁ — secured bank borrowings — GIRFIREIT
3 (Note (a)) BE () 150,859 88,460
Z — other bank borrowings —EAhiR1T
S (Note (b)) e (b)) 252,800 244,913
=
m 761,052 522,607
-
E Non-current JEENHR
S — unsecured bank borrowings — EIRIRIRTT
Z f e - 211,511
= — secured bank borrowings —BHERRIT
g (Note (a)) B (Hiz(a) 95,840 113,050
§| — other bank borrowings —EAthiR1T
) (Note (b)) BE (W) 52,570 58,840
— notes payable (Note (c)) — FERMEHFIE
(Kt (c) 170,797 170,866
319,207 554,267
Total borrowings fEEH%E 1,080,259 1,076,874
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As at 30 June 2009, bank borrowings bore
interest at rates ranging from 1.7% to 7.9%
per annum (2008: 4.1% to 7.9%).

(a)

Bank borrowings of RMB246,699,000
as at 30 June 2009 (31 December 2008:
RMB201,510,000) were secured by the
followings:

(i) pledge of the Group’s property,
plant and equipment with a net
book amount of approximately
RMB409,416,000 as at 30
June 2009 (31 December 2008:
RMB311,700,000);

(i) floating charges over the Group’s
inventories with a net book amount
of RMB47,752,000 as at 30
June 2009 (31 December 2008:
RMB47,752,000).

Other bank borrowings were secured
by cross corporate guarantees provided
by certain subsidiaries totalling of
RMB305,370,000 as at 30 June 2009 (31
December 2008: RMB303,753,000).

In addition, Mr. Hong Tianzhu, chairman
and an executive director, 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 other bank borrowings
of RMB37,374,000 (31 December 2008:
RMB43,642,000).

w=
=

TTAENA=1H - RTT
MERENF1.7%E7.9%

(ZEZNFE  41%ZET7.9%) °

(a)

R=ZTEThFEAA=+H "
A R # 246,699,000 7T ( —
TIN\F+-A=+—A:
A B # 201,510,000 7T ) &)
SRITIEE AT HIEE B
7

iy XEBR=-_ZFZTAh
FRNAZTHEHHY
¥ BERZHEE
BFEONARARE
409,416,000 7t ( —
ZETNE+ - A
=+—H8: AR%
311,700,000 7T ) & 1K
o

iy AEBR=-_ZTZTAN
FRXA=Z1THHE
EEEFEAAR
B 47,752,000 T
—EENFE+=A
=+—H8: AR%
47,752,0007T) R))Z8)
A o

HEMRTEEAETHEA
ARMARZ XA AER(RA
—EENFARNAZTHSR
28 5 A R 305,370,000 T
(ZZEZENF+=A=1+—
H : A R # 303,753,000
T EIS o

BEoN - EFFRITE BH
KA 4 B AL FES B
EEBTRAE  TAES
REMBETEBARK
37,374,000 ( ZZEZ N\ F
+-A=+—H: AR#
43,642,0007T) MR &
BRFBFEERDBIRAE S
30% °
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(c) As at 30 June 2009, notes payable
represents US$25 million guaranteed
notes, maturing in 2012. The notes
payable bears interest (i) at fixed rate of
6.8% per annum from July 2007 to June
2008 and (ii) with reference to Deutsche
Bank Municipal Forward Rate Bias Index
from July 2008 till maturity.

In respect of the Group’s borrowings totalling
of RMB528,190,000 (2008: RMB571,611,000),
the Group has to comply with certain restrictive
financial covenants, including, among others
the following:

(i) maintain a multiple of consolidated
earnings before income tax (EBIT),
as defined by banks, to consolidated
interest expense of at least 4 times
(2008: 4 times);

(i) maintain total equity of more
than RMB1,000,000,000 (2008:
RMB1,000,000,000); and

(iii) maintain total borrowings of less than
3 times (2008: 3 times) of earnings
before income tax, depreciation and
amortisation (EBITDA), as defined by
banks, and such total borrowings have
to be less than the total equity.

In addition, certain subsidiaries of the Group
have to comply with restrictive financial
covenants based on the financial position and
operating results of the subsidiaries.

(c) RZZEZAFHA=+H"-
FE1S &% 5/ IE$525,000,000
FEL_T—_FIHBEER
&% - EAMESRIE()RZ
TEHFLAZE_ZTTNSF
/_\)EH?ZIEEﬂWG 8%t

(IR ZETENE L
ﬁ] :l::tlJ H1H 2 %Deutsche
Bank Municipal Forward
Rate Bias Indexzt & °

?JEZISEI & H AR#528,190,000
T(ZEZENF : AR
571,611,00070) MfEEME -
NEBABTETRGIET KR
& BEEFPRE) THEE -

() #HFBEEBRAEBHRATAT
(EBIT)(HRIRITEE) L X
HIRAF SR EEHRED
AF(ZTZT)\F  4FF)

(i) # & B8 B AR &
1,000,000,0007T ( ZZFZ )\
% : A K% 1,000,000,000
TU) R REER AR

(iy PHEEERBE LSRR
B E REHEAEF
(EBITDA) (FERTTEE ) K
IB(ZZTNEF : 3(5) -
o - BB BN D
RHBEE o

AN - AEREE THE AR ZAE
ST T LAY B 2 B R0 B B AR K
BEXGR/ANRBIENBER
ggo



As at 30 June 2009, the Group did not comply
with the covenant listed in (iii) above relating
to a bank loan amounting to RMB357,393,000,
which was included under current liabilities.
Subsequent to 30 June 2009, the Group
has obtained an one-time waiver for the
compliance of such covenant from the relevant
bank.

Interest rate swap and
forward foreign
exchange contract

SNER K]

Non-hedging derivative is classified as a
current asset or liability.

The notional principal amount of the
outstanding interest rate swap and forward
foreign exchange contract at 30 June 2009
was RMB28,694,000 (31 December 2008:
RMB57,411,000). At 30 June 2009, the fixed
interest rate was 3.98% (31 December 2008:
3.98%) and the forward USD/RMB exchange
rate was 7.917 (2008: 7.917), and the main
floating rate is LIBOR. Gains and losses
recognised in the other (losses)/gains — net
(Note 16) in the condensed consolidated
income statement.

)24 A T 5

NRZEZNFENA=1TH ' A&
B EF—EFARDEBERE
AE%3573930007521§TAL
SFESC(ii)FrAIEERE - RZZTT N
iﬁﬁ*wLH%é ak‘ilam*ﬁ
RARITES BT ERE L —)
MR o

EEHITET AN EARBEE

As at
i
30 June 31 December
2009 2008
—EENF —EENF
ANA=tH +=ZA=+—H
RMB’000 RMB’000
AR® T AREFr
4,694 7,915
HBE -

AZZRENFRA=TH K&
BENEmHRIINEEGN 2EE

N&FE R AR 28,694,000 7T
(~gRN\wi=A=t A
AR #57,411,0007T) - R=F

THAFENA=Z1TAH I;E%\Tz%
3.98%(ZEEN\F+=_A=1+—
H :3.98%) ﬁiﬁfﬁ%ﬁ//\
REERATIT( T )\F :
7.917) TEFFHERAHHIR
ﬁﬁ%%ﬁé - BISEMRLRE R

BRPEAM(EE), WS —FE
(B EI16>E§DL ©
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g 13. SHARE CAPITAL 13. B
% Ordinary shares of
[ HK$0.1 each
# SREMBEABTHEER
5] Number of
= shares
= RBEE
= Note ‘000 HK$'000 RMB’000
= Mt Tz FEr AREFT
o
r=_F'_| Authorised: JERE
o
= At31 December 2008 and R =TT /\F
B 30 June 2009 +=RA=+-8
a R-FTNF
g ~NA=1H 4,000,000 400,000
=)
§ Issued and fully paid: EZTRHE
Q
=) At 1 January 2008 R-BENE
@ —A—H 883,855 88,386 93,990
s |
2 Issue of shares upon TEBRIER
= exercise of TR
|:_>_ share options 14(i) 826 83 74
—
pd At 30 June 2008 K=ZENEF
2 ~B=TH 884,681 88,469 94,064
=
(=] At 1 January 2009 and R-ZBZhE
30 June 2009 —-A—HRK
—ZEENEF
4 ~B=TH 884,681 88,469 94,064
m
=
5 14. SHARE OPTIONS 14. BERE
3 (i) Pre-IPO Share Option Scheme (i) BERAHBENBRESS
=] On 21 November 2004, the Company RZEZTMFE+—A=+—
= granted 4,342,000 options to certain H ' KAGREHRAH
= senior management of the Group under ZEMERESERE
o) a Pre-IPO Share Option Scheme to FrEESREEERD
Q subscribe for shares in the Company at 4,342,000 BE AR A - DR
) HK$0.69 per share, exercisable over the FhR0.698 T 2 BARREA
= period from 9 June 2005 to 8 June 2008. NRIZBD - EREAR R
= The Group has no legal or constructive RZZETREANBE=
o obligation to repurchase or settle the T NFANANBEHBT
options in cash. o REBIWMEENHT
EEAR G B SEEER
o
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Pre-IPO Share Option Scheme
(Continued)

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
year, expected dividend paid out rate of
zero and annual risk-free interest rate
of 2.88%. The volatility measured at the
standard deviation of expected share
price returns is based on expected share
prices over the year after the Group’s
initial public offering.

Movements in the number of share
options outstanding and their related
weighted average exercise prices are as
follows:
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Six months ended 30 June

BEAA=THLEAMER

2009
ZEThE

Average

exercise price
in HK dollar Options
pershare  (thousands)
THTRE BRE
(BRET) (F4)
Beginning of period ~ Ei#] - -
Exercised Bift - -
Expired Eilk:i] - =
End of period LIPS - =

2008
“ZT)\F
Average
exercise price
in HK dollar Options
per share (thousands)
1B B
(BRET) (F1)
0.69 3,142
0.69 (826)
0.69 (2,316)
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Post-IPO Share Option Scheme
Pursuant to a shareholders’ resolution
passed on 21 November 2004, the
Company adopted a share option
scheme (“the Share Option Scheme®),
which will remain in force for a period
of 10 years up to November 2014.
Under the Share Option Scheme, the
Company’s directors may, at their sole
discretion, grant to any employee,
director, supplier of goods or services,
customer, person or entity that provides
research, development or other
technological support to the Group,
shareholder and adviser or consultant of
the Group to subscribe for shares in the
Company at a price of not less than the
higher of (i) the closing price of shares as
stated in the daily quotation sheet of the
Stock Exchange on the date of the offer
of grant; or (ii) the average closing price
of shares as stated in the daily quotation
sheets of the Stock Exchange for the
five trading days immediately preceding
the date of the offer of grant; (iii) the
nominal value of a share. A nominal
consideration of HK$1 is payable on
acceptance of the grant of an option.
The maximum number of shares which
may be issued upon the exercise of all
outstanding options granted and yet to
be exercised under the Share Option
Scheme and any other share option
scheme adopted by the Group from time
to time must not in aggregate exceed
30% of the share capital of the Company
in issued from time to time.

At 30 June 2009, no options had been
granted under the Share Option Scheme
(31 December 2008: Nil).
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15. REVENUE

15.

The Group is principally engaged in the
manufacturing and sales of yarns, grey fabrics
and garment fabrics. Revenues recognised for
the period ended represented sales of goods,

net of value-added tax.

16. OTHER INCOME AND OTHER (LOSSES)/ 16.

GAINS, NET

Other income
Subsidy income (Note (i))
Return of income tax
relating to re-investment

Other (losses)/gains — net
Derivative financial
liability at fair value
through profit or loss
— unrealised loss

Net foreign exchange gains
Others

Total other (losses)/gains — net

Note:
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(i) Subsidy income mainly related to incentives
for development in Xuzhou, Mainland China
and grants provided by municipal governments
based on the amounts of value added tax and

income tax.
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Six months ended 30 June
BEARA=THLAKEA

2009 2008
—EBhE —ETN\F
RMB’000 RMB’000
ARH¥FT AREFT
6,908 43,157

983 764

7,891 43,921
(1,542) (14,560)

662 14,650

542 366

(338) 456
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17. EXPENSES BY NATURE 17. X (EMESE)

Six months ended 30 June
BEARA=THLAKEA

2009 2008
—EEAE —TT)N\F
RMB’000 RMB’000
ARETFT AREFT
Cost of inventories FERX 1,246,857 1,304,173
Employment costs EEKA 151,403 159,825
Depreciation and amortisation  #7% K # 5 57,164 46,605
Transportation B 39,485 34,503
Utilities &) ) MR 102,242 100,894

18. FINANCE INCOME AND COSTS 18. BIEWARBX:

Six months ended 30 June
BEANA=1+HLAEA
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2009 2008
—EThE ZTTNF
RMB’000 RMB’000
AR¥FT AREFT
Finance income A
Exchange gain on BEREATE
financing activities e 326 36,001
Interest income on short-term RERITIF R
bank deposits B U A 916 684
= 1,242 36,685
oo e T
§ Finance costs EITRIS
@ Interest on borrowings AR AFAEE
"_>2| wholly repayable within BENEE
£ five years FE (24,804) (36,629)
® Less: amount capitalised in B E - BB
§ property, plant and RFEER
2 equipment &% 1,569 1,563
H
E (23,235) (35,066)
§ Net finance (costs)/income B (FIsz),/
% WA F5E (21,993) 1,619
b
ot
p=i)
1>
all

w
H



Current income tax BNVERFRISHL
— Mainland China enterprise — B KRR 2
income tax Frigt
Deferred income tax REFTIST

U]

(i)

Hong Kong profits tax

Hong Kong profits tax has been provided
at the rate of 16.5% (2008: 16.5%) on
the estimated assessable profit for the
period.

Mainland China enterprise income tax
Subsidiaries established in mainland
China are subject to Mainland China
Enterprise Income Tax (“CIT”) at rates
ranging from 20% to 25% during the
period (2008: 18% to 25%).

Except for Texhong (China) Investment
Co., Ltd., all other subsidiaries
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 CIT for the
first two years and 50% reduction in CIT
for the next three years, commencing
from the earlier of the first profitable year
after offsetting all unexpired tax losses
carried forward from the previous years
or 1 January 2008, in accordance with
the relevant tax rules and regulations
applicable to foreign investment
enterprises in Mainland China.

Six months ended 30 June

BEAA=THILAEA

2009
—2TAE
RMB’000
ARMTFTL

8,385
2,148

10,533

(i) BEFNE

2008
—EENF
RMB’000
N

14,721
1,800

16,521

FRMEBRBEHAAGE
RN HE16.5% (= FE
N : 16.5%) 2 Bi & (B

B -
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(iii) Vietnam income tax

The subsidiary established in Vietnam is
subject to income tax rate of 10% (2008:
10%). As approved by the relevant
Tax Bureau in Vietnam, the subsidiary
established in Vietnam is entitled to
four years’ exemption from income
taxes followed by nine years of a 50%
tax reduction, commencing in the first
profitable year after offsetting the losses
carried forward from the previous years.
The Group is exempted from Vietnam
income tax during the period (2008: nil)
as year 2009 is the second profit making
year after offsetting prior years’ losses.

Other income tax

The Company is incorporated in the
Cayman Islands 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 are
incorporated under the then International
Business Companies Acts or the
Business Companies Act, 2004 of the
British Virgin Islands and, accordingly,
are exempted from payment of British
Virgin Islands income tax.

No provision for Macao profits tax
has been made as the Group had no
assessable profit arising in or derived
from Macao during the period (2008:
Nil).
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(a)

(b)

Basic

Basic earnings per share is calculated by
dividing the profit attributable to equity
holders of the Company by the weighted
average number of ordinary shares in
issue during the year.

Profit attributable to equity A2 FIRER A A

holders of the Company  f&{k5 % F|
(RMB’000) (AR¥TFr)
Weighted average number = %17 & 3@ A% 1
of ordinary shares in B FET)
issue (thousands)
Basic earnings per share ~ FRXEARZF|
(RMB per share) (BIRARE#T)
Diluted

Diluted earnings per share is calculated
by adjusting the weighted average
number of ordinary shares outstanding
to assume conversion of all share
options. A calculation is made in order
to determine the number of shares that
could have been acquired at fair value
(determined as the average annual
market share price of the Company’s
shares) based on the monetary value
of the subscription rights attached
to outstanding share options. The
number of shares calculated as above
is compared with the number of shares
that would have been issued assuming
the exercise of the share options.

(a)

(b)

X
BRERBTARR B RE
hﬁ)\fﬁ)ﬁ?&?ﬁ BRAFEARE

BT EBRAINRE IO RET
=)

Six months ended 30 June

BEAA=THLAEA

2009 2008
—BENF —FENF
55,995 118,170
884,681 884,176
0.063 0.134
]
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(b) Diluted (Continued)

Profit attributable to RRAIRIERA A
equity holders of the FEAL 5 A
Company (RMB’000) (AE®FT)

Weighted average number £ 277 & &
of ordinary shares SEE B FET)
in issue (thousands)

Adjustments for share HEEAREIELA
options (thousands) RAB(UFE)
Weighted average number FA{EstE & EE
of ordinary shares for A0
diluted earnings per It

share (thousands) (AFEF)

Diluted earnings per share g% 2 7|
(RMB per share) (FRARKET)

An interim dividend of HKDO0.035 per ordinary
share (2008: nil) was declared by the board of
directors on 28 August 2009. It will be payable
on or about 5 October 2009 to shareholders
who are on the register at 24 September
2009. This interim dividend, amounting to
RMB27,295,000 (2008: nil), has not been
recognised as a liability in the condensed
consolidated balance sheet. It will be
recognised in shareholders’ equity in the year
ending 31 December 2009.

(b) #EE)

Six months ended 30 June

BEAA=THLEAEA

2009 2008
—EEAE —TT)N\F
55,995 118,170
884,681 884,176

- 804

884,681 884,980
0.063 0.134

BEERN_ZTTNAFNA=FTN

HERERKRE®R0.0358 (=
TT)\@ T)ZHERE - W
BRZZETNFE+ A A HHAE
/)Eﬁ%ﬁ’\fy ZAFNAZTIT
AAYIRE A M2 ARER o bt A
f% 8 2 &% A A K #27,295,000
T(ZEZENF : T) r ARV
HRAGREEERBERTRERAE
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22. COMMITMENTS
(a) Capital commitments
Capital expenditure at the balance sheet
date but not yet incurred is as follows:

Property, plant and W% - HE
equipment P&
Contracted but not [EEES]E]

provided for R

Land use rights + (s FRAE
Authorised but not EEEER

contracted for HES)

Total capital commitments B ZAEYELERE

(b) Operating leases commitments
The Group leases various land, offices
and warehouses under non-cancellable
operating lease agreements.

22, EiE

(a)

BAEYE
REZERMEARR (BX
EE)NAT :

As at

»
30 June 31 December
2009 2008
—EEAE —ZTT)N\F
NA=+H +=-—A=+—H
RMB’000 RMB’000
AR®Fr AREFor
2,312 22,804
20,000 20,000
22,312 42,804

(b) REHERIE
REBIRBETAIBEHEE
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-1 22. COMMITMENTS (Continued) 22, AEE(E)

/& (b) Operating leases commitments (b) EEHEEREE

% (Continued)

B’ The future aggregate minimum lease R CEREZ R

ﬂ payments under non-cancellable REEEEFIRLEEANT ¢

&5 operating leases are as follows:

=

f.j As at

& i

<:D: 30 June 31 December

= 2009 2008

g —sehE —ET)\F

= AA=+A +=ZA=+—H

o RMB’000 RMB’000

a8 ARBFT ARETFT

o

S No later than 1 year —FR 2,701 4,995

(72

= Later than 1 year and —FREAFA

S no later than 5 years 9,179 8,858

@ Later than 5 years hF% 74,339 75,276

s |

2 86,219 89,129

3

= Representing: =

Z Land use right b {5 AR 84,506 85,708

= Property, plant and WE - BEX

13,' equipment KR 1,713 3,421

o

= 86,219 89,129

23. RELATED-PARTY TRANSACTIONS 23. HEBHEHNRXS

Parties are considered to be related if one B — e B S AT 5
party has the ability, directly or indirectly, — 77 SR B TS I B R TE 7 T £
control the other party or exercise significant S—HTEERFEN - BIHER
influence over the other party in making BT o WREZ HEES -
financial and operating decisions. Parties TNMEAR BEEEE 7T ©

are also considered to be related if they are
subject to common control.
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23. RELATED-PARTY TRANSACTIONS 23. HEEBAINXZZE(E)

(Continued)

The Company’s directors and the Group’s ARRESERAEENETEER
management are of the view that the following RTHRARANEBHRINT -
company is a related party of the Group:

Name of related party Relationship with the Group

o)yt BEAREENER

Nantong Textile Group Co., Ltd. Associate company

B IR E B A A B R AR =N

The Group had the following significant REESEEBER T ET THEXR
transactions with its related party, as follows: REWT -

(a) Sales/purchase of goods (a) $HE BEHEmD

Six months ended 30 June
BEARA=THLXEA
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2009 2008
ZEBENF —ZEENF
RMB’000 RMB’000
AR®Fr AREFr
Nantong Textile Group Co., Ltd.
FBA TR R E AR B R A A
— Purchase of goods —EBEER 14,804 6,589
— Sales of goods —HEEMR 3,395 13,065
In the opinion of the Company’s directors AKAGEERAEEBNE
and the Group’s management, the above 1% [B R 5 - alt £ 8 B 5 &Y
related party transactions were carried RSB BEBBEL
out in the ordinary course of business, BEREEHBHRENERT R
and in accordance with the terms of S HBES RN
the underlying agreements and/or the EHLIT o

invoices issued by the respective parties.
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& 23. RELATED-PARTY TRANSACTIONS 23. EEEINXEZ(E)
B (Continued)
% (b) Balance with related parties (b) EERAEES MAEER
" The Group had the following significant 6% B ER R 7 O BB KA R
ﬁ balances with the related party: O
E As at
% i
tg 30 June 31 December
2 2009 2008
= —EENE —TT)N\F
8 ANA=TH +=ZRA=+—H
% RMB’000 RMB’000
% AR¥TFT AREFT
m
§ Trade receivables from the  JEULZEHE 5 &)
= related party B 5 RIA
=] — Nantong Textile Group — B AR
S Co., Ltd. SE G
o BRATF 789 -
s |
E Deposits to the related party 3k & Bl T RIET &
S — Nantong Textile Group — BRI
= Co., Ltd. EESHEL
2 BRAT — 4,122
S
§ Trade payable to FERREE 5 HY
=] the related party B 558
— Nantong Textile Group — B A IR
Co., Ltd. SEEEL
BRIA] 3,248 8,161

ETHEBBEHHTEY AILINT dNOYUD FTILXIL DNOHXIL
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23. RELATED-PARTY TRANSACTIONS 23. EEBEIBANRE (&)

(Continued)
(¢) Key management compensation (c) FEEEEHM
Six months ended 30 June
BEXA=THLXEA
2009 2008
—EENF —ZETNF
RMB’000 RMB’000
ARETFT AREFT
Salaries and bonuses e MIEA 1,107 1,858
Pension cost (defined BREKA(FRE
contribution plan) HEETE) 455 460
Other benefits Efb i@ 26 22
1,588 2,340
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We are pleased to report to the shareholders the
results of the Group for the six months ended 30
June 2009. During the period under review, due
to the tremendous efforts of the entire staff, the
Group’s turnover decreased only by 6.1% from the
corresponding period last year to RMB1.71 billion.
Profit attributable to shareholders decreased by
52.6% from the corresponding period last year
to RMB56.0 million. Earnings per share for the
half year were RMB0.063, decreased by 53.0%
compared to RMBO0.134 for the corresponding
period last year. The decrease in the profit
attributable to shareholders exceeded the decrease
in turnover was mainly due to the recognition of
government subsidies of RMB43.2 million mainly
relating to the relocation of our subsidiaries and
the foreign exchange gain of RMB36 million on
borrowings denominated in United States Dollar
in the corresponding period last year. While there
was a large decrease in these non-recurring income
during the period under review, the profitability of
our core business actually has not been seriously
affected by the global financial crisis.

Since the beginning of 2009, the performance of the
global economy was rather weak. While the marco-
environment and domestic demand in China have
been improving, China’s textile industry is facing the
challenge of a sluggish foreign demand. In addition
to the favourable effect of the continuous growth
of the domestic market on the textile industry,
the textile industry is also one of the supported
industries stated in the Supporting Plan for Ten
Industries promulgated by the State Council of the
PRC. The export tax rebate rate for textiles has also
increased gradually to 16% on 1 April, 2009. It has
been witnessed that the China’s textile industry has
reached its bottom in January and February, and
resumed its growth since March this year.

BPMAABREREBRE ST NF
NAZTAHILEANEAREEMNELS -
EEEERA - EAEEEEAERRSE
NT - AEBZEXEREFRBE
THBA%EAREATABIT - IREE
SRR EFRH T M52.6%E AR
560087 - ¥*FEZERABNEAR
#0.0637T © FN#53.0% - =FREH
BANREE0.1347T o BREFEMEHEFIT
LLEEETIRAESZ TRAREFRBA
SEESBITHAARKES,32087T(E
BAETRARFBEHE) RETLERER
Iz ARB3,6008 7T © ELLIEEHE
WA BEHAXERL - BEARRE
EFREFRPARTR BB ER
SENZOEBAEFENTREZEZ
KEMREARARNTE -

“RENFUR - ERHEERERR
K35 - PERREIRE R AEBE LT
ERT - RESBITEEEETINET
SREEXRNER - BT PEBEATS
HEREAHBITEETRE T BTN
TISRIESN - GIREI TR B
BT BT RITERFRIRERE - 1L
HEmHORREEZSREE_TTAN
FHA—HMN16% ° BAIZRE - HE4
BITReReESF - AE_ARKEE
H - ZAMUREZACEEAZE -



According to the statistics of the Statistics Centre
of China National Textile and Apparel Council,
domestic sales of the Chinese textile enterprises
from January to June 2009 was RMB1,338.4
billion, representing a 10.72% increase compared
with the corresponding period last year. Such
growth rate increased by 1.3 percentage points
compared to the growth rate for the first five months
of 2009. The total export sales of Chinese textile
products dropped by 10.88% to USD74.7 billion
compared with the corresponding period last year,
and represented a decrease of 0.25 percentage
points compared with the accumulated drop of
11.13% from January to May this year. Despite the
contraction of the global export market, China's
textile industry has continued to maintain its export
market share. From January to May 2009, the
amount of textile products imported by the US
decreased by 14.12%, in which imports from China
accounted for only 3.72%. The above data revealed
that the drop in the export sales of China was
alleviating. It is expected that the rising momentum
of domestic demand can compensate the adverse
effect of the drop in demand for textile products
exported by China.

BEFESBEIEHBS RSP OR
s ZETANF-AEANA - AFH
PHOCEZAEEARAEEEARKE
13,384 870 R K10.72% * £
TETANFE-—RERARFEEED
AHT13EEDE - P R4 R RE
B HOE747EETT R TRET
10.88% ' RETHRBER—AZHAM
11.13% U E T0.25EE DB - MES
HKHEOBEENBRT - PRESHETT
%Elﬂ”miﬁﬂiﬁm REFET—EHEHA

NE e —_ETNF—AZFEA  £H
REBEOSHBRRERBERLL TET
14.12% @ HPRPEEOERITRET
3.72% ° PA L ERAAR BISh A SR AREE H O
KB EZLSWE » MPBERATHA
BABSREA  BREOEBHPHR
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For the six months ended 30 June 2009, the Group
achieved a turnover of RMB1.71 billion, representing
a decrease of 6.1% compared with the same
period last year. The turnover comprises the sales
of yarns, grey fabrics and garment fabrics. Yarns
have continued to be the Group’s key products with
sales amounting to RMB1.31 billion and accounting
for 76.6% of our total sales. The sales volume
increased by 24.4% to 73,000 tones, mainly due
to the contribution of the 140,000 spindles from
our phase Il production plant in Vietham which has
started commercial production in January 2009. We
have continued to expand customer base of yarns.
The sales amount of grey fabrics reached RMB0.34
billion and accounted for 19.9% of our total sales.
Starting from the end of 2008, we have been
restructuring our grey fabrics business such that
economically inefficient air-jet looms temporarily
stopped operation or being modified, leading to a
drop in sales volume of 11.2% to 42 million meters.
Management expects that the restructuring of our
grey fabrics business will be accomplished by the
end of 2009.
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The overall gross margin of the Group’s products
dropped from 12.3% in the corresponding period
last year to 11.6%. As affected by the global
financial crisis, the Group experienced the hardest
time at the beginning of 2009. Both the demand
and the average selling prices of our products have
dropped to the lowest level of recent years. Starting
from March 2009, both the demand and average
selling prices of our products reached the bottom
and rebounded gradually. The overall gross margin
also started to improve due to lower major raw
material costs. The low purchasing and production
cost achieved by our Vietnam production plant has
enhanced our strength and helped to maintain our
gross margin such that the overall gross margin
only decreased by 0.7 percentage points compared
with the corresponding period last year. The
management believes that the Group’s overall gross
margin will improve in the second half of this year
because the market demand has stabilized and our
Vietnam production plant will continue to enjoy the
advantage of lower production cost.
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The Group has further strengthened the strategic
cooperation with Dow Chemical and Lenzing
Fibers (Shanghai) Co., Ltd. In 2009, the Group has
successfully applied the second generation olefin-
based XLA™ fiber technology invented by Dow
Chemical to the production of elastic yarn and grey
fabrics for making high-end yarn-dyed fabrics, high-
end denim fabrics, high-end casual wear fabrics
and high-end uniform fabrics. Under the strategic
cooperation with Lenzing Fibers (Shanghai) Co.,
Ltd, the Group also produced different high-end
non-spandex core-spun elastic yarns, high-end
denim yarn and high-end knitted yarn using the
cellulose-based Tencel® fiber, Modal® fiber and
viscose fiber materials supplied by Lenzing Fibers.
These unique products have received overwhelming
market response and success, and have helped
our Group to gain more international prestigious
customers, such as cooperation with Toray of Japan
to produce high-end knitted yarn. Our research
and development centre in Changzhou has been
developing and improving a wide variety of products
in order to meet the demand of quality customers
for different high-end products.

The first quarter of 2009 has been very challenging.
Looking ahead to the second half of 2009, given
the expectation on the continuous growth in the
domestic demand in the PRC, the gradual recovery
of the textile export market, and the stabilizing
global market sentiment, the management believes
that the Chinese textile industry will recover and
resume growth. Since more and more Chinese
people demand for high quality textile fabrics, the
upgrade of quality of consumption will lead to higher
demand for high value added core-spun yarns. In
the foreseeable future, the management believes
that the demand of our core products will continue
to increase steadily.
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Our Group has been awarded by the China National
Textile & Apparel Council as one of the top 20 most
competitive cotton textile manufacturers in China
for the year 2008-2009 on 10 August 2009. Looking
ahead, the Group will enhance the product mix,
develop new products to suit the market needs
and make use of the advantage of lower cost of
production of our Vietnam production plant to
improve our profitability. Together with appropriate
expansion of production capability, our target is to
achieve a higher growth rate in profit than sales
and maintain our competitiveness in cotton textile
industry.

Liquidity and financial resources

As at 30 June 2009, the Group’s bank and cash
balances (including pledged bank deposits)
amounted to RMB517.6 million (As at 31 December
2008: RMB334.6 million).

The Group’s inventories and trade and bill
receivables decreased by RMB60.2 million
and by RMB84.3 million to RMB629.8 million
and RMB379.8 million respectively (As at 31
December 2008: RMB690.0 million and RMB464.1
million). The inventory turnover days and trade
receivable turnover days were 78 days and 44 days
respectively, compared to 75 days and 41 days
respectively as at 31 December 2008. The increase
in both inventory turnover days and account
receivable turnover days were due to the decrease
in both cost of goods sold and sales during the
period compared to that of last year.

As at 30 June 2009, the Group’s bill receivable
amounted to RMB221.4 million (As at 31 December
2008: RMB386.0 million). The bill receivable is in
the form of bank acceptance drafts, which the banks
assume full responsibility for ultimate payment to
the Group at the due dates of the drafts. The drafts
can be endorsed, transferred and discounted.
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FINANCIAL REVIEW (Continued) B IS EIEE (&)

Liquidity and financial resources (Continued) RBESRUBER(E)

The Group’s bank borrowings remained almost  A&EE Y RITEEAR BT IE - £
unchanged with a slight increase of RMB3.4 million & #{3%in A R #3,385,0007T & AR #&
to RMB1,080.3 million (As at 31 December 2008:  1,080,259,0007T (R —ZEZEN\F+ = A
RMB1,076.9 million). =+—H : AR¥1,076,874,0007T) °

As at 30 June 2009, the Group did not comply WR-ZEZAENA=1+H  KEEE
with a financial covenant relating to a bank loan K —IB&M< %A AR¥E357,400,000
amounting to RMB357.4 million. Subsequent to 30 T2 RITER 2B ERZE - R _TZT
June 2009, the Group has obtained an one-time  AEXA=1H%  KEBDHZE
waiver for such non-compliance from the relevant R E{FEMRBEEITHE T —KEHE -
banks.
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were as follows: B LL T

30 June 31 December
2009 2008
ZEBEIF —TTNF
AA=+HB +ZA=+—H
Current ratio 1.02 1.13
Debt to equity ratio’ 0.84 0.88
Net debt to equity ratio? 0.44 0.60

1 Based on total borrowings over total equity ! ISR AR

2 Based on total borrowings net of cash and cash 2 ﬁﬁfﬁ%iﬁiﬁﬁ&ﬁﬁ%ﬁ%&aﬁﬁ
equivalents and pledged bank deposits over total RITFRR B
equity
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The Group mainly operated in mainland China
and Vietnam. Most of the Group’s transactions,
assets and liabilities are dominated in RMB and
USD. Foreign exchange risk arises from future
commercial transactions, recognized assets and
liabilities, and net investments in foreign operations.
The Group manages its foreign exchange risks
by performing regular reviews and monitoring its
foreign exchange exposures. The Group’s exposure
to foreign exchange risk is mainly attributable to its
bank borrowings denominated in USD. In order to
mitigate interest rate risk and foreign exchange risk
in respect of the repayment of the US$21 million
syndicated loan, the Group has entered into an
interest rate swap with ABN AMRO. Except for
the above, the Group did not engage in any other
hedging activities during the period under review.

For the six months ended 30 June 2009, the
capital expenditure of the Group amounted to
approximately RMB32.7 million (For the year
ended 31 December 2008: RMB416.0 million). It
represents additions to plants and equipment for
our production plants in Vietnam and China.

As at 30 June 2009, the Group’s bank deposits,
inventories, land use rights and buildings, machinery
and equipment with an aggregated net book value
of approximately RMB743.4 million were pledged to
secure working capital for the Group.
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As at 30 June 2009, the Group had a total workforce
of 13,907, representing an increase of 5.3%
compared with that at the end of last year (As at
31 December 2008: 13,207), of whom 10,968 were
based in the regional headquarters in Shanghai and
our manufacturing plants in mainland China. The
remaining 2,939 were located in regions outside
mainland China including Vietnam, Hong Kong and
Macau. The Group will continuously optimize the
workforce structure and offer its staff competitive
remuneration schemes. The Group is committed
to nurturing a learning and sharing culture in the
organisation. Heavy emphasis is placed on the
training and development of individual staff and
team building, as the Group’s success depends on
the contributions of our skilled and motivated staff in
all our functional divisions.

The Board intends to maintain a long term dividend
payout ratio providing shareholders with an
equitable return. The Board has resolved to declare
an interim dividend of 3.5 HK cents per share in
respect of the six months ended 30 June 2009
to shareholders whose names appeared on the
register of members on 24 September 2009.

During the reporting period, neither the Company
nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities.
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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 2009, 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 “SFQO”)), as recorded in the register
maintained by the Company under Section 352 of
the SFO or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model
Code for Securities Transactions by Directors of
Listed Companies contained in the Listing Rules,
were as follows:
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Number of shares held

BRAERGEE
Name of
Group member/ Number of
associated ordinary shares
Name of directors corporation Nature of (Note 1)
of the Company REBREAR,  interests ZERMEE  Percentage
FARESHE BEEEER EENE (Hizt1) Bak
Mr. Hong Tianzhu the Company Interest of 558,959,173 (L) 63.18%
HRRIEE FAN/NG] controlled (Note 2)
corporation(s) (Hzt2)
JHiEet NGO 3
the Company Beneficiary owner 4,400,000(L) 0.50%
VNG| ExBEAA
Mr. Zhu Yongxiang the Company Interest of 251,716,000 (L) 28.45%
RAFESEAE FN/NG] controlled (Note 3)
corporation(s) (H5£3)
g I INGoL = 3
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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 558,959,173 Shares, as to
395,459,173 Shares are registered in the name of
and beneficially owned by New Green Group Limited,
the entire issued share capital of which is beneficially
owned by Hong Kong Tin Hong Industrial Limited,
a company 100% owned by Mr. Hong Tianzhu and
as to 163,500,000 Shares are registered in the
name of and beneficially owned by Trade Partner
Investments Limited, the entire issued share capital
of which is beneficially owned as to 51.36% by Mr.
Hong Tianzhu. Under the SFO, Mr. Hong Tianzhu
is deemed to be interested in all the Shares held
by New Green Group Limited and Trade Partner
Investments Limited.

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

ESRTHARER 2R Q T REME
EE R - HERD REER &

BRAR(E)
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1. [LIRERZALRBHZ 8 -

2. 5%558,959,173 f% i% 1 # 395,459,173
& LANew Green Group Limited (£ %
BEFITRAHEBRIEEARA
AIESES  ARUEEEBAZAR
100% ) BB RIERBHHAAE
70 ¢ 163,500,000 fi% LA Trade Partner
Investments Limited G K41 5 A B =
A 2B EITIRANS51.36% %)
HERERBESHEAANER - REF
HREIEEG - R EEWRRBR
New Green Group Limited }2 Trade
Partner Investments Limited#5 4 2 Fff
BRIMEERER -

3. # 251,716,000 % f% 7 7 88,216,000

% AWisdom Grace Investments Limited
(K2 HBEBITRABRKFELEE
HER)BERIEREREAAE
70 ¢ 163,500,000 fi% LA Trade Partner
Investments Limited (/R Kk # e £ B
A 2B EITRAN41.36% )
BERERERERBATR - RIEE
H REIEIEG] - KRR EWRRBR
Wisdom Grace Investments Limited
[ Trade Partner Investments Limited
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES OF
THE COMPANY

So far as the Directors are aware, as at 30 June
2009, 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 as 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:

FERREAZAATRSD - HERG
RfEEEZEERAR

HRESHAE  R_ZTAFA A=+
B - REES RS GPIEIB6E AR
AIATHEE ZECMAMR - RWALQF]
Bt skARRE A (0 Sk B RERE TP B R s o
KREMALEARA 2 —REERE
ZITBARBRINIT

AR &R

Number of shares held

BFERGEE

Name of substantial Number of ordinary

shareholder Nature of interests shares (Note 1) Percentage

ARBETERR REME EBROEE (#i21) Bk

New Green Group Limited Beneficial owner 395,459,173 (L) 44.70%
EnHEAA (Note 2)
(Hi#t2)

Trade Partner Investments Beneficial owner 163,500,000 (L) 18.48%
Limited BERBEAA (Note 3)
(Hi#£3)

Wisdom Grace Investments Beneficial owner 88,216,000 (L) 9.97%
Limited BERBEAA (Note 4)
(Hizt4)

Hong Kong Tin Hong Interest of controlled 395,459,173 (L) 44.70%
Industrial Limited corporation(s) (Note 2)
BERBRUEXBRAF PR AR (Hi#t2)

Ms. Ke Luping Interest of spouse 563,359,173 (L) 63.68%
TRt EiBi (Note 5)
(Hi#ts)

Ms. Zhao Zhiyang Interest of spouse 251,716,000 (L) 28.45%
HEER L [t $a (Note 6)
(Hizt6)

Mr. Cheah Cheng Hye Founder of a 44,368,000 (L) 5.01%
BB EE discretionary trust (Note 7)
FREFESAMA (Hi727)

Value Partners Limited Investment manager 44,368,000 (L) 5.01%
HEESEEAR HELIE (Note 7)
(Hi#t7)
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES OF
THE COMPANY (Continued)

Notes:

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

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

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

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

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

6. 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.

FERREAZA QTR - HERG
REERERRKR(E)
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395,459,173 & I% £ LA New Green
Group Limited (K £ #8 2 BT A
EARNEEGRARERSER K&
AR EBEREREE100%E R ) B
ERIEABSHEAABRL - BIEESH
FEEES - BAERLEEBRAF
B R S A8 7 New Green
Group Limited 55 2 FTE R D10 B #E

s
m °

# 163,500,000 f& & 7 LA Trade
Partner Investments Limited ( £ % #f
BEETRARBRBELE © KRKE
SHE - DMEE - GEFRE B
BAERPEFEEDNERES
51.36%  41.36% ~ 2.24% * 1.68% *
1.68% 12 1.68% ) & R IE R E =
BEABRT o RIBEF KGR - %
KRRV RORKFE ST D RIBAR B
Trade Partner Investments Limited#¥
B IERG GBS

88,216,000/ %5 LAWisdom Grace
Investments Limited (& 2 32 8 17A%
RERKELEESRER) BERIE
AEREAATR - RESHRHEE
6B - OKHE S 4 WG A Wisdom
Grace Investments Limited 5 & 2 Fft
BRDE A

ERE R T RA R E 2B - R
BES RG] - WASERZ AR
ARARREEMARERAGHE 2
Beinfa B o
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RRRKFERELEERRAEEE Z
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7. Theses Shares refer to the same parcel of Shares.
Based on the disclosure of interest forms filed by
Value Partners Limited, Value Partners Group
Limited, Cheah Capital Management Limited,
Cheah Company Limited, Hang Seng Bank Trustee
International Limited, Mr. Cheah Cheng Hye and To
Hau Yin on 5 May 2009, these 44,368,000 Shares
are registered in the name of Value Partners Limited.
Under the SFO, Mr. Cheah Cheng Hye is deemed
to be interested in all these Shares as founder of a
discretionary trust; Value Partners Group Limited,
Cheah Capital Management Limited and Cheah
Company Limited are deemed to be interested in
these Shares as interest of controlled corporation;
Hang Seng Bank Trustee International Limited is
deemed to be interested in these Shares as trustee
and To Hau Yin is deemed to be interested in these
Shares as spouse.

The Group was committed to maintaining high
level of corporate governance and has steered
its development and protected the interests of its
shareholders in an enlightened and open manner.

The Board comprises four executive Directors
and three independent non-executive Directors.
The Board has adopted the code provisions of the
Code of Corporate Governance Practices (“Code
Provisions”) set out in Appendix 14 to the Rules
Governing the Listing of Securities (“Listing Rules”)
on the Stock Exchange. During the reporting
period, the Company had complied with the Code
Provisions except for the following deviations:
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Code A.2.1

Code A.2.1 stipulates that the roles of chairman
and chief executive officer should be separate and
should not be performed by the same individual. Mr.
Hong Tianzhu is the chairman and chief executive
officer of the Company. The Board considers that
this structure will not impair the balance of power
and authority is ensured by the operations of the
Board, which comprises experienced and high
caliber individuals and meets regularly every three
months to discuss issues affecting operations of the
Company. The Board believes that this structure
is conductive to strong and consistent leadership,
enabling the Group to make and implement
decisions promptly and efficiently. The Board has
full confidence in Mr. Hong Tianzhu and believes
that his appointment to the posts of chairman and
chief executive officer is beneficial to the business
prospects of the Company.

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 to 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.
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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 2009.

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

28 August 2009
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