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Condensed Consolidated Income Statement HA&ZE & WK R

For the twelve months ended 31 August 2012

Bl Z20129F8H31H 1L 12188
Twelve months ended
BET7 AL 12EA
31 August
8A31H
2012 2011
20124 201145
Notes HK$’000 HKS'000
bzt FET FET
(unaudited) (audited)
(REE) (B&EZX)
Revenue = 3 3 6,959,620 7,593,889
Cost of sales SHE R A (6,407,547) (6,429,052)
Gross profit EF 552,073 1,164,837
Other income and gains Hibuk AR W s 96,395 54,967
Distribution and selling expenses PHERHEEER (229,163) (189,496)
Administrative expenses THER (666,965) (613,459)
Other expenses HiEH (2,899) (22,281)
Finance costs L& B A 4 (71,922) (71,589)
Net gain on disposal of HEMB AR ZME
subsidiaries Wi FEE 43,111 20,212
(Loss) profit before taxation BRELA (B18) B R (279,370) 343,191
Income tax expense PEEY ] 5 (12,234) (103,473)
(Loss) profit for the period/ 2B/ HHREE (58)
financial year B 6 (291,604) 239,718
(Loss) profit for the period/ B2 MREE
financial year attributable to: (E518) B A
Owners of the Company RAREE A (289,145) 210,886
Non-controlling interests FERER (2,459) 28,832
(291,604) 239,718
HK cents E Al HK cents J& il
(Loss) earnings per share R (F58) &R 8
Basic 2R (32.4) 26.6
Diluted g (32.4) 26.6




Condensed Consolidated Statement of Comprehensive Income

HHSEE2XEKNER

For the twelve months ended 31 August 2012
B E20126F8 31 H 1L1218 A

(Loss) profit for the period/financial year

Other comprehensive (expense) income:
Exchange differences arising on
translation of foreign operations
Reclassification adjustment of translation

reserve upon disposal of subsidiaries

Other comprehensive (expense) income

for the period/financial year

Total comprehensive (expense) income

for the period/financial year

Total comprehensive (expense) income
for the period/financial year
attributable to:

Owners of the Company

Non-controlling interests

REE/ WHREE (BBE) 2T

Hp2m (F3%) Wz -
BREBINEBEL
ZEREER
HE KB D B R E A
ZEHDBHE

R VMREEEMRE
(R Wz

RHE BREEEE (FX)
Wz AaE

EEREE, MREER2E
(R hzm#E :

ROBEAA
FFEZRER

Twelve months ended

BETIE#IE128A
31 August
8A31H

2012 2011
20124 20114
HK$’'000 HKS$'000
FETT FET
(unaudited) (audited)
(REEZ) (BREX)
(291,604) 239,718
(65) 7,835
30 (5,166)

(35) 2,669
(291,639) 242,387
(289,378) 209,246

(2,261) 33,141
(291,639) 242,387




Condensed Consolidated Statement of Financial Position

BB & MBIk R

At 31 August 2012
R201248H31H

Non-current assets
Investment properties
Property, plant and equipment
Prepaid lease payments
- non-current portion
Deposits paid for acquisition of

property, plant and equipment
Prepayments for and rights under

life insurance policies
Deferred tax assets

Current assets
Inventories
Trade and bills receivables
Prepayments, deposits and
other receivables
Prepaid lease payments
- current portion
Derivative financial instruments
Tax recoverable
Short-term bank deposits
Bank balances and cash

Current liabilities
Trade and bills payables
Other payables and accruals
Amounts due to non-controlling
shareholders
Consideration payable

Deferred income - current portion

Derivative financial instruments
Tax payable
Bank borrowings
- due within one year
Bank overdrafts

Net current assets

Total assets less current liabilities

ERBEE
REYE

W - HEERRE

FEAEERE
—HREBH

IBEYE - HeE
AR«

ASRBRE
FEFFRIB R EF
ELERIBEE

MENEE
7E
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R RRIE &%&
E@EW
BNAERRT
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BHIRITIER
RITEEFRRE

REEE
EESES Y SNE S
Hitb = E&E?
RIFFERBRRRIR

EBARE
EEW A —RENEBD
fTESmMIT A
FEABIE
IRITEE

- —FREHE
RITEX

REBEEFE
BEELERRBAR

Notes
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At
31 August
8HA31H
2012 2011
20125 20114
HK$’000 HKS$'000
FET FET
(unaudited) (audited)
(RET) (BRER)
2,734 -
1,900,178 2,155,311
107,546 119,207
17,290 -
36,545 -
25,742 25,689
2,090,035 2,300,207
1,538,014 1,683,454
1,314,766 1,275,741
204,109 214,193
2,525 2,732
242 4,984
3,055 3,039
333,054 106,075
671,373 1,018,477
4,067,138 4,308,695
818,468 698,433
319,740 320,661
80,100 80,100
- 23,501
1,458 1,458
23,559 108
100,189 131,311
1,486,656 1,443,532
9,221 -
2,839,391 2,699,104
1,227,747 1,609,591
3,317,782 3,909,798




Condensed Consolidated Statement of Financial Position

LG E MBI R

At 31 August 2012
R201248H31H

Non-current liabilities
Deferred income
- non-current portion
Derivative financial instruments
Bank borrowings
- due after one year
Deferred tax liabilities

Net assets

Capital and reserves
Share capital
Reserves

Equity attributable to owners
of the Company
Non-controlling interests

Total equity

ERBEE
IEFEY A
—JERB ARG
TEERMTA
RITHEE
- —FRIB
EEFIEEE

EEFE

EXRHE
LEEN
i

RRBER ABEER

RS
fEmaE

Notes

HiaE
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At
31 August
8HA31H
2012 2011
2012%F 20114
HKS’000 HK$'000
FET FET
(unaudited) (audited)
(REBER) (BEER)
65,620 67,080
- 45,583
3,611 755,854
3,015 3,055
72,246 871,572
3,245,536 3,038,226
240,609 158,802
2,816,693 2,679,224
3,057,302 2,838,026
188,234 200,200
3,245,536 3,038,226




NOTES

1.  BASIS OF PREPARATION

The condensed consolidated financial statements have been
prepared in accordance with the applicable disclosure requirements
of Appendix 16 to the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”) and
with Hong Kong Accounting Standard (“HKAS") 34 “Interim Financial
Reporting” issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA").

Since 6 June 2012, Chinatex Corporation (“Chinatex”), a company
established in the People’s Republic of China (the “PRC"), has held
approximately 34% of the issued share capital of the Company.
In view of the fact that the principal operating subsidiaries of the
Company established in the PRC are statutorily required to have their
financial year end date set at 31 December, pursuant to a resolution
of the board of directors dated 10 August 2012, the financial year of
the Company (together with its subsidiaries collectively referred to
as the “Group”) has been changed from 31 August to 31 December.
Accordingly, these condensed consolidated financial statements
now presented cover a period of twelve months from 1 September
2011 to 31 August 2012. The comparative figures presented
for the condensed consolidated income statement, condensed
consolidated statement of comprehensive income and related notes

cover the financial year from 1 September 2010 to 31 August 2011.

2. PRINCIPAL ACCOUNTING POLICIES
The condensed consolidated financial statements have been
prepared on the historical cost basis except for certain financial

instruments, which are measured at fair value.

The accounting policies and methods of computation used in
the condensed consolidated financial statements for the twelve
months ended 31 August 2012 are the same as those followed in
the preparation of the Group’s annual financial statements for the
financial year ended 31 August 2011 except for the accounting policy
for prepayments for and rights under life insurance policies newly

adopted by the Group which has been disclosed below.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)
Prepayments for and rights under life insurance policies

Prepaid life insurance premium component of the relevant contracts
is amortised over the life insurance policy period on a straight-
line basis. The remaining component of the contracts contains
discretionary participation feature as well as a guaranteed element.
Under the discretionary participation feature, the relevant insurers
have full discretion to declare interest on top of the guaranteed
interest on a monthly basis. Interest income is recognised upon
monthly declaration of the interest by the insurers. Rights under
life insurance policies are stated in the condensed consolidated
statement of financial position at cost plus accumulated interest

earned and minus insurance costs and administrative charges.

Moreover, in the current interim period, the Group has applied, for
the first time, the following new and revised standards, amendments
and interpretations (“new and revised HKFRSs") issued by the
HKICPA, which are effective for the Group’s financial year beginning

on 1 September 2011.

Improvements to HKFRSs issued in 2010 that are effective for

annual periods beginning on or after 1 January 2011

HKFRS 7 (Amendments) “Disclosures — Transfers of Financial

Assets”

HKAS 24 (as revised in 2009) “Related Party Disclosures”

Amendments to HK(IFRIC) — Int 14 “Prepayments of a Minimum

Funding Requirement”

The application of the above new or revised HKFRSs in the current
interim period has had no material effect on the amounts reported
in these condensed consolidated financial statements and/or
disclosures set out in these condensed consolidated financial

statements.
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3. REVENUE AND SEGMENT INFORMATION

The board of directors of the Company, i.e. the chief operating
decision maker, regularly reviews the operating results and financial
information based on distinct geographical areas of location of
customers, including Hong Kong (place of domicile of the Group),
the PRC, Taiwan, Korea, Sri Lanka, America, Europe and Others
(i.e. representing other geographical locations mainly Singapore,
Bangladesh and Macau). All of these geographical areas are
operating segments except “Others” which is an aggregation of

operating segments.

The following is an analysis of the Group’s revenue and profit from
the production and sales of dyed fabrics, sewing threads, yarns and
garments and results by reportable segment for the period under

review.

Twelve months ended 31 August 2012

Hong

Kong  ThePRC Taiwan Korea

Bt tE &2 B
HKS'000  HKS'000  HKS'000  HKS'000
Fér  FEr  TET  TER

BE=1

REVENUE BRE
External sales HGE 1832667 120,45 936838 1,007,695

Itersegmentsles note) ~~ AEEEEMF) 5177793 322700 - -

726,080 289,490 159,79 784809 6,959,620
459,200 107,962

3. EEXHERSERAH

ARAREFE (MEFEERRE) REFFFE
EARTENBEVEERFREEEZARM
BER - BEEE (REEMELY) - hE - 88
BE - HEMF - EMN BNRHMBE (BER
oS E - TERHIIE - SRR - Fr
BRSHENEREES R MMHEMBE ISR
REZEENE-

UTHAREERAREREESH « #OR - DK
MR 2 EXEBARBFRE R AR R RS B
EZ DT

H=201248H318 L1281 A

S Segment

Lanka ~ America Europe Others total  Eliminations Consolidated

HERF £ BN RHE oB8E 2 HR 0 Be
HKSO00  HKSO0  HKSOO0  HKSOO  HKSOD0  HKSO00  HKSO00

Fér  FET  TEr  FET  TEr  FET  TER

6,959,620
(9,201429) -

29274 9,201,429

Totalseqment revenue NEEXEAR 010460 4449445 936838 1,007,695

1185280 397452 15979 1014083 16,161,049

(9201429) 6,959,620

RESULTS £
Seqment o S8EH 0486 401 4845 268 NS0 AT sM MK 345301
Interest income FEHA 11,981
Unallocated income AABHBA 3,548
Unallocated expenses AAERE (611,409
Finance costs HERK (71922
Net gain on disposalof HENBARZAE

subsidiaries WEFE B
Loss before taxation RRAER (219310)



3. REVENUE AND SEGMENT INFORMATION (Continued)
Financial year ended 31 August 2011

Hong

Kong ~ ThePRC Taiwan Korea

Bt e RE &g
HKS000 HKS000 HKs'000 HKs'000
Fér  FEr TEr TEr

REVENUE BEE
External sales HMEE 2000673 1484906 107259 T8)A
Interseqment seles (ote) S EREE (2 4832987 2719455 - -

3. EXBARYEEH (@)
HZE2011E8A B LB HEE

Sti Segment
lanka ~ America Europe Others total  Eliminations  Consolidated
FEgF i Bl HfwE  SEHE U Ga
HKs'000 HKs'000 HKS000 HKS000 HKS000 HKS000 HKS'000
Fér  TEr B TEr  FEr FEr FEn

748313 31627 81133 1002244 7593889 - 7593889
486,374 85574 - 65462 8189852 (818985 -

Totalsegment revenue ARERRLE 69660 4204381 1070519 TR2MM4 124687 41701 81133 1067706 15783741 (8189852 7,593,889
RESULTS 4
Segment profit PERER 274480 188,802 153923 113,239 79632 13657 9,704 140,517 973,954
Interest income HEHA 9779
Unallocated income ROEMA 4316
Unallocated expenses RAEZH (593.481)
Finance costs HEHA (71,589)
Net gain on disposalof HENBLARZME

subsidiaries bEFE 0212
Profit before taxation BHART 33,191

Note: Inter-segment sales are charged at prices with reference to the

prevailing market rates.

Segment profit represents the profit earned by each segment
without allocation of central administration costs and other
expenses (including non-production related employee benefits
expense, directors’ emoluments, bank charges, etc.), depreciation
charges, interest income, loss on disposal/written-off of property,
plant and equipment, net loss/gain from derivative financial
instruments and finance costs. This is the measure reported to the
board of directors of the Company for the purposes of resource

allocation and performance assessment.

BaE : DEBEEZERDISRER T SERMERE

DEBANDIEZDEARMNER - EPARE
FARRITHREAREMER (BEFEHREEZ
BEEAXL ESME RTEAS) HE-
FSWA - HE HHEYE  BBERREB2EE -
MESHTIAZEER WEFERBERA - It
DRERIBERENFEMEARRAESTSER
ZEE.



4.  FINANCE COSTS

Finance costs on:

Bank borrowings wholly repayable
within five years
Imputed interest expense on

consideration payable (note 14)

BB

BAREFAZBERE
ZIRITEE

EAREZEERNSREX
(Ktzt14)

RMERE

Twelve months ended
BETIHHLL12@EA
31 August
8A31H

2012
20124
HKs$’000
FEIT

71,922

71,922

2011
201145
HK$'000
FET

70,904

685

71,589



5. INCOME TAX EXPENSE

Current tax:
Hong Kong
The PRC

Other jurisdictions

Under(over)provision in prior years:

Hong Kong
The PRC

Other jurisdictions

Provision for the tax audit

Deferred tax:
Hong Kong
The PRC

Other jurisdictions

=HEHE
58

HE
Htt A At &=

BEFERBTIE (BERA)

58

HE

Hip Bk E
RBEERE
R IR -
58

HE
Ht A At &=

Hong Kong Profits Tax is calculated at 16.5% of the estimated

assessable profit for the period/financial year.

10

5.

FiE#ix

Twelve months ended
BETIHHLL12@A
31 August
8A31H

2012
20124
HKs’000
FEIT

585
6,686

4,182

11,453

585
576

(288)

873

12,326

(371)
279

(92)

12,234

2011
201145
HK$’000
FETT

52,164
9,396
3,318

64,878

(1,865)
497

(1,359)

41,000

104,519

78
(729)
(395)

(1,046)

103,473

EANBHRDIRENBE,FBEE A5 ERHR
BEFLL16.5%5T & -



5. INCOME TAX EXPENSE (Continued)

Under the law of the PRC on Enterprise Income Tax (the “EIT Law”)
and Implementation Regulation of the EIT law, the tax rate of the PRC
subsidiaries is 25% starting from 1 January 2008 onwards. Certain of
the Company’s PRC subsidiaries are entitled to exemption from the
PRC Enterprise Income Tax for two calendar years and thereafter, they
are entitled to 50% relief from the PRC Enterprise Income Tax for the
following three calendar years (the “Tax Holiday"”). The reduced tax
rate for the relief period is 12.5% for the period/financial year. The Tax

Holiday will expire by 31 December 2012.

Pursuant to the relevant laws and regulations in Sri Lanka, the profit
generated from a subsidiary of the Company is entitled to exemption
from the Sri Lanka income tax until 31 August 2015. Accordingly,
no provision for income tax was made on the profit for the period/

financial year.

Taxation arising in other jurisdictions is calculated at the rates

prevailing in the respective jurisdictions.

In February 2008, the Hong Kong Inland Revenue Department (the
“IRD") initiated a tax audit on the Company and its subsidiaries for
the years of assessment from 2001/02 onwards and is obtaining
information and documents from the Group. In March 2008, 2009
and 2010, February 2011, January 2012 and February 2012, notices
of estimated additional assessment (the “Protective Assessments”)
for the years of assessment 2001/02, 2002/03, 2003/04, 2004/05,
2005/06 and 2005/06 in an aggregate amount of HK$14,352,000,
HK$19,844,000, HK$18,390,000, HK$62,834,000, HK$35,019,000
and HK$12,343,000, respectively, were issued to the Company and
certain subsidiaries of the Company by the IRD.
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5. INCOME TAX EXPENSE (Continued)

Regarding the Protective Assessments for the year of assessment
2003/04, out of the aggregate amount of HK$18,390,000, two
Protective Assessments of HK$4,375,000 issued to the Company
and a Hong Kong subsidiary, respectively, were in effect alternative
assessments to that of an overseas subsidiary. Regarding the
Protective Assessments for the year of assessment 2004/05,
out of the aggregate amount of HK$62,834,000, two Protective
Assessments of HK$2,266,000 and HK$23,194,000 issued to the
Company and a Hong Kong subsidiary, respectively, were also
in effect alternative assessments to that of the above overseas
subsidiary. Regarding the Protective Assessments for the year of
assessment 2005/06, out of the aggregate amount of HK$47,362,000,
two Protective Assessments of HK$1,687,000 and HK$15,985,000
issued to the Company and a Hong Kong subsidiary, respectively,
were also in effect alternative assessments to that of the above

overseas subsidiary.

Objections against the Protective Assessments were lodged. For the
years of assessment 2001/02 and 2002/03, full amounts were held
over unconditionally. For the years of assessment 2003/04, 2004/05
and 2005/06, amounts were held over on the condition that Tax
Reserve Certificates in the amount of HK$1,600,000, HK$23,000,000
and HK$10,000,000 were purchased in May 2010, April 2011 and
March 2012, respectively. The scope and outcome of the tax audit

cannot be readily ascertained at this stage.

Having taken the advices from the Group’s tax advisor, the directors
of the Company made an aggregate provision of HK$41,000,000
in relation to the tax audit during the financial year ended 31
August 2011 and believe that other than the aforesaid provision, no
significant amount of additional profits tax will be payable for the tax
audit.

Since the process to finalise the tax audit with the IRD is still at a
preliminary stage, the eventual amount of penalty and interest
payable, if any, under the tax audit cannot be reliably estimated
at this stage. Hence, no provision for penalty or interest has been

recognised.
Given the above stance of the Group, the directors of the Company

are also considering various approaches in the best interests of the

Group to resolve the dispute with the IRD.
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6. (LOSS) PROFIT FOR THE PERIOD/FINANCIAL YEAR 6. =HE MuEE(BE) R

Twelve months ended

BETI EHE2EA
31 August
8A31H
2012 2011
20124 20114
HK$’000 HKS'000
FET FET
(Loss) profit for the period/financial ~ 2 B EE (Fi8) BRI
year has been arrived at after 2T 5
charging:
Release of prepaid lease payments FEAEERIEE L 2,629 2,791
Depreciation of investment properties REWE 2 ITE 23 -
Depreciation of property, plant Y WBREREBZITE
and equipment 257,957 256,808
Loss on disposal/written-off of HE GEYE - MEERRE
property, plant and equipment ZEE(BREEEMERR)
(included in other expenses) 2,439 5,169
Net exchange losses (included in B HE B FE
other expenses) (BfEEHMERR) - 17,112
Net loss from derivative financial EEMIACEBRFE
instruments (included in (BREHMERR)
other expenses) 460 -
Employee benefits expense EERAZH
(including directors’ emoluments) (BRESH:) 884,931 876,284
and after crediting to otherincome ~ R EBiF AZEMUA R -
and gains:
Imputed interest income on FBRREZEERNEWRA
consideration receivable - 6,469
Interest income FIEUWA 11,981 3,310
Net rental income from REMEZHSRAFE
investment properties 83 -
Net exchange gain B R R E 1,498 -
Net gain from derivative financial FTHEeMIAZNETE
instruments - 2,521
Government grants (note) BT 6 B (B 2E) 42,140 1,458
Note: Government grants for the twelve months ended 31 August 2012 Bt - BZE201268A31H L1218 B 2 S BEEE 1R
mainly represent a grant of HK$37,145,000 received from the local W B B 3 77 B 237,145,000/ TE 6 Bl + A 18
FEBRATFHEBEBERHES TWE - #88

government authority as a compensation to the Group for relocating in
R®fHE-

and disposing of certain property, plant and equipment in the current

interim period.
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7. DIVIDENDS

During the current interim period, the final dividend of HK1.0 cent
per share in respect of the financial year ended 31 August 2011 (2011:
HK1.0 cent per share in respect of the financial year ended 31 August
2010) was declared and paid to the owners of the Company. The
amount of the final dividend declared and paid in current interim
period amounted to HK$7,940,000 (2011: HK$7,940,000).

No interim dividend was proposed by the directors for the twelve
months ended 31 August 2012 (2011: HK1.0 cent per share as annual
dividend for the financial year ended 31 August 2011).

8.  (LOSS) EARNINGS PER SHARE

The calculation of the basic and diluted (loss) earnings per share
attributable to owners of the Company is based on the following
data:

(Loss) earnings (BE) &R
(Loss) profit for the period/
financial year
attributable to owners of the
Company for the purposes
of basic and diluted (loss)

earnings per share
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BRI EEREAREE (BE)
BRFFA2AREEE A
LR, MREE (B1E) BT

7 B2

RAFEHEE  AATRAEERRIKABEZ2011F
8A31H LB FE 2 RE R 28 IR1.08 44 (2011
£ HZE2010F8A31 B LM BEESR1.08MW) F
KAREBA - RPHEE LS SR RIKRT 2 R E
% B £7,940,0007%8 7T (20114 : 7,940,000/ 7T) °

EETEZREEZE2012F8A318 128 2
HARRE (20114F : B8Z2011E8A31HLBBEE Y
FEREASRIOEBWL)

8. H®ik(ER) &H

FRBEAANERGERESREE (BB) BFTD
RIBTIIBIBFTE

Twelve months ended

BET3HHI12EA
31 August
8H31H

2012 2011
20125 20115
HK$'000 HK$’000
FEIT FET
(289,145) 210,886



8.  (LOSS) EARNINGS PER SHARE (Continued)

Number of shares BHnEE

Weighted average number of B ESRERREE (FB)
ordinary shares for the purposes BRFFAZEBR
of basic and diluted (loss) IEEEIIE B

earnings per share

The computation of diluted (loss) earnings per share for the period/
financial year does not assume the exercise of the Company'’s
outstanding share options because the adjusted exercise prices of
those options calculated in accordance with HKAS 33 “Earnings Per
Share” are higher than the average market price of the shares for the

period/financial year.

9.  MOVEMENTS IN INVESTMENT PROPERTIES AND PROPERTY,
PLANT AND EQUIPMENT

During the current interim period, properties with an aggregate

carrying amount of HK$2,757,000 were transferred to investment

properties at cost as the management had changed the intended

use of the properties from owner-occupation to rental purpose. The

investment properties are measured at cost model and depreciated

on a straight-line basis over the remaining lease term.

The Group incurred expenditure of HK$78,020,000 during the
twelve months ended 31 August 2012 (2011: HK$110,334,000) on
property, plant and equipment to expand and upgrade the Group’s

manufacturing facilities.

During the current interim period, the Group disposed of certain
property, plant and equipment with an aggregate carrying
amount of HK$73,515,000 (2011: HK$35,209,000), out of which
HK$57,319,000 (2011: HK$27,628,000) was disposed of through

disposal of subsidiaries.
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8. Bk (EHE) &M (&)

Twelve months ended

BETIHHL12EA
31 August
8A31H
2012 2011
20124 20114
891,240,829 794,010,960

HRREEBSTEREBRRIEREBFIFE
RARERTEBREKARTEESRRD
REREB BBREEZFEHE BUAERD
B,/ BREFE2EREE (BB BB LERR
ZEBRECRETE-

9. REAMEURME HBRRBEZEEH

RAGEEE - aREEESRAAES2,757,000
BrReMEzHEMREHEAEXRREE Bt
ZEYECERFEEBRERENE - REWE
DERAENFE  URENGKEEFHZER
EITE o

AEBNEE2012F688318 L1288 » BIEAR
WRAEBEEREMARYE  HERRED
B2 £78,020,00058 7T (20114 : 110,334,000587T) °

RAFEHB > NEBEEHSREAE73,5150008
7C (20114F @ 35,209,000/ T) 2% T % - #8E R
4% B H157,319,00058 7T (20114 : 27,628,0007%8
T NEAHEWNBARMED -



10. PREPAYMENTS FOR AND RIGHTS UNDER LIFE INSURANCE
POLICIES

During the twelve months ended 31 August 2012, the Group entered
into contracts with two insurance companies of which contain life
insurance policies to insure against the death of certain key members
of management of the Group for a period ranging from 25 to 44
years, with an aggregate insured sum of approximately US$18.8
million (equivalent to approximately HK$145.8 million). Under these
contracts, the beneficiary and policy holder is the Company. The
Company has made upfront payments of HK$36,178,000 during the
current interim period and is required to pay monthly insurance costs
and administrative charges determined by the insurance companies.
Out of the upfront payments, a portion of HK$2,164,000 represents
prepayments for the life insurance premium. The insurers will
declare interest (including the guaranteed interest) to the Company
on a monthly basis, based on the amount of upfront payments,
plus accumulated interest earned and less amounts representing
prepayments for life insurance premium, monthly insurance costs
and administrative charges, at a rate to be determined at their own

discretion.

11. INVENTORIES

Spare parts B
Raw materials B
Work in progress ¥R
Finished goods R
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10. ASRIGRETRFRIERAEF

B ZE20126F8A310 128 A HAR - AEEE W
RBABTLEN  EPEEASREBRE  AF
EEETEIEEEBREZENEERRE &
BN FosFE E44F  RIRESE S H 4 518,800,000
=7t (S M #145,800,0008 7T) © RIBZEEH
FTRARREFTEABLRDT - KATRAKHH
BT TS £36,178000i8 T ' W EZAX
HTRERRBAFAEEZITHRER -BEHEZEE
B 2,164,000 THEMNASREBRE - RIEDF
FATNBEAERARERANE (BEREFNL) -
SEAEERERMARESE MRz &5t
ME > MBREERASRBRRERLRE AR
BERITHER -

1n. #BE&
At 31 August
8H31H
2012 2011
20125 20115
HK$’000 HK$'000
FETT FET
99,175 98,941
677,272 787,348
376,145 397,242
385,422 399,923
1,538,014 1,683,454



12. TRADE AND BILLS RECEIVABLES/PREPAYMENTS, DEPOSITS
AND OTHER RECEIVABLES

The Group allows a credit period ranging from 30 days to 90 days to

its trade customers. The following is an aged analysis of trade and

bills receivables based on the payment due date net of allowance for

doubtful debts:

Not yet due REIE
Overdue 1 - 30 days BHEA1-30K
Overdue 31 - 60 days BEI31-60K
Overdue > 60 days BHIEB60X

Included in trade and bills receivables are bills receivables of
HK$309,272,000 (2011: HK$187,184,000). Bills receivables of
HK$8,735,000 were discounted to a bank with recourse at 31 August
2011 (2012: Nil).

Other receivables as at 31 August 2012 represented value-added
tax recoverable of HK$47,673,000 (2011: HK$65,967,000), tax reserve
certificates purchased of HK$34,600,000 (2011: HK$24,600,000) and
prepayments, deposits and other receivables of HK$121,836,000
(2011: HK$123,626,000).
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12. BEREBREWRIE BARE -Ze2RkHE
ftb FE Wt R IE

REBRMEN FI0RZORHMBFHEERF - &

EREBERWKERBARESN A (EHRRRER

#B) ZIREDNWT ¢

At 31 August

8A31H

2012 2011
20124 20114
HK$'000 HK$'000
FET FET
868,279 919,114
226,661 179,692
77,762 109,931
142,064 67,004

1,314,766 1,275,741

¥ R 15 FE WO TE B 1E FE WK $5309,272,00058
7C (20114F : 187,184,000/ 7T) ° FEUR ZE 158,735,000
BT AR2011F8A31H 2B RERTRERE
(2012F : &) o

M2012568A310 » HiEWFIE I IE T EEE
447,673,000 7T (20114F : 65,967,000/ 7T) ~ BE
{8 %:34,600,00058 7T (20114F : 24,600,00058 7T ) LA
RIBAFIE ~ RERHEEWFRIE21,836,00058 7T
(20114 : 123,626,000 JT) °



13. TRADE AND BILLS PAYABLES/OTHER PAYABLES AND

ACCRUALS
Trade payables A RIE
Bills payables EEEMARE

The following is an aged analysis of trade payables based on the

payment due date:

Not yet due RENH
Overdue 1 - 30 days BHI1-30K
Overdue 31 - 60 days BEI31-60K
Overdue > 60 days BHIEB60X

All the bills payables of the Group are not yet due at the end of the

reporting period.
Other payables and accruals as at 31 August 2012 represented other

payables of HK$108,568,000 (2011: HK$149,248,000) and accruals of
HK$211,172,000 (2011: HK$171,413,000).
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13. BERRBEMRIE HbESRIERET

&R

At 31 August
8HA31H

2012

20124
HK$'000

FET

465,166
353,302

818,468

2011

20114
HK$’000

FET

418,672
279,761

698,433

EERMNRERARIBMA ZREDFTOT

RBESHL  AEB AR

gﬂo

At 31 August
8A31H

2012
20124
HK$'000

FET

421,744
17,013
9,379
17,030

465,166

2011
20114
HK$'000

FET

363,886
26,801
6,550
21,435

418,672

BREMREIRE

R201298A31H - HMEMNRBEREFTERIER

fib & 15 5% 78 108,568,00058 7t (20114 : 149,248,000

Bor) RAESTE 211,172,000/ 7Tt (201145 :
171,413,000/8 7T) °



14. CONSIDERATION PAYABLE

On 27 April 2009, Folktune Limited (“Folktune”), a wholly owned
subsidiary of the Company, entered into an agreement with certain
non-controlling shareholders of Dongguan Fuan Textiles Limited
(“Dongguan Fuan”) (the “Transferors”) to acquire from the Transferors
in aggregate 39% of the equity interests in Dongguan Fuan at a total
consideration of HK$77,326,205 (the “Share Transfer Agreement”).
Upon completion of the Share Transfer Agreement in 2009,

Dongguan Fuan became a 90% owned subsidiary of the Company.

Pursuant to the Share Transfer Agreement, the consideration was
payable by 5 installments, unsecured and interest-free. The fair value
of the deferred consideration at the date of initial recognition was
determined as HK$74,433,000 based on the estimated future cash
flows by applying a discount rate of 3.7% per annum. The balance
outstanding as at 31 August 2011 was fully settled during the current

interim period.

Details of the above transaction are set out in the circular of the
Company dated 30 July 2009.

15. BANK BORROWINGS

During the current interim period, the Group obtained new bank
borrowings of HK$2,951,543,000 (2011: HK$3,556,825,000) and made
repayments of HK$3,666,745,000 (2011: HK$3,904,647,000). These
bank borrowings obtained and repaid are mainly denominated in
Hong Kong dollar. The new bank borrowings raised were mainly used
to repay the existing bank borrowings or as working capital of the

Group.

The borrowings mainly carry floating interest at the weighted
average effective interest rate of 2.62% (2011: 2.58%) per annum and
are repayable by installments over a period from one to three years.
Except for borrowings of HK$14,853,000 (2011: Nil) which are secured
by certain life insurance policies as detailed in note 10, all other

borrowings are unsecured.
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15. $RITHE

RAEAPHEBME XREEWMEBHBITEE
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15. BANK BORROWINGS (Continued)

During the current interim period, the Group breached covenant
for two bank loans with an aggregate carrying amount of
HK$530,386,000 as at 31 August 2012 (the “Bank Loans”). The
Bank Loans require the ratio of consolidated earnings before
interest, taxes, depreciation and amortisation to consolidated
interest expense of the Group to be not less than 3.0 for the twelve
months ended 31 August 2012 but the Group has failed to attain.
Accordingly, the non-current portion of the Bank Loans with a
carrying amount of HK$237,958,000 having an original maturity
of over one year are presented under current liabilities in the
condensed consolidated statement of financial position as at 31
August 2012 as the banks have the right to demand immediate
payment as a result of the breach. The Group has obtained waiver
letters for the breach of covenant for the Bank Loans subsequent to
the end of the reporting period.

The directors of the Company are of the opinion that given the
waiver letters have been obtained subsequent to the end of the
reporting period, the breach will not trigger immediate repayment of
the Bank Loans of the Group.

16. SHARE CAPITAL
Issued and fully paid:

15. SRITHEE (E)

RAFEERE  FAEMERMERTERZYN
7201298 H31H =2 # H {8 £530,386,00078 7t ([ 4R
TER]D - RITERAERNE@MNEZ2012584
31AE1MER 2R ERTFIE ~ BiE - TER#H
FENESENEFAT 2 ERBEMN30 0 AR
EEREEZE - A AREREEMBRITERE
EREIEBFEEDE R AEB—FREE
£237,958,000/8 T ZMITER 2 RBHBMHE N
20128831 B 2 I RAR & B IS AR R R A FIMETR
EE AEECRBEHERERBRITEREY
IS ER G B 1 o

ARBESRD HREREVERCIEHRE
o EALERBEETSBRNGEEREER
RITEK -

16. &
ERITRAERKRAE :
Number of
ordinary shares of

At 1 September 2010, 31 August 2011 5182010F981H ~ 201158H31H

and 1 September 2011 K2011F9A1H

BITRG

Issue of shares

At 31 August 2012 7201256 8H31H

On 6 June 2012, the Company allotted and issued a total of
409,036,000 shares of HK$0.2 each at the price of HK$1.25 per share
to Chinatex, a company established in the PRC. These shares rank pari
passu in all respects with other shares in issue. Immediately after the
issue of shares, there were 1,203,046,960 shares in issue and Chinatex
held approximately 34% of the issued share capital of the Company
and became the single largest shareholder of the Company.
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HK$0.2 each

SEE{E.2ET Amount
ZEBERBDEE k|
HKS’000

FET

794,010,960 158,802
409,036,000 81,807
240,609

1,203,046,960
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BUSINESS REVIEW ¥(FE[CIER

We would like to report to shareholders the second interim results
of the Group for the twelve months ended 31 August 2012. The
Group's revenue was approximately HK$6,959.6 million, a decrease
of 8.4% over the same period last year. Unaudited loss attributable
to owners of the Company amounted to approximately HK$289.1
million, compared to profit attributable to owners of the Company
of approximately HK$210.9 million recorded in the same period last
year. Gross profit margin for the period under review was 7.9%, a
decrease of 7.4 percentage points over the same period last year.
Basic loss per share was HK32.4 cents, compared to basic earnings
per share HK26.6 cents for the same period last year. The Board has
resolved not to pay any interim dividend for the period under review
(2011: Nil).

During the period under review, the difficult economic environment
in North America and Europe caused by factors including high
unemployment rate and concerns over default of European debts
continued, resulting in weak demand for textile products and further
deterioration in the textile and apparel industry, which adversely
affected the Group's selling prices and margin. As mentioned in
the first interim report for the six months ended 29 February 2012,
the continuous and substantial decline in the costs of cotton and
cotton yarn during the last three quarters of calendar year 2011
contributed to downward pressure on market prices of knitted
fabrics. Moreover, the gross profit of the Group for the first interim of
financial year 2012 was adversely affected as majority of the cotton
and cotton yarn inventories consumed by the Group during that
period were purchased earlier when costs were higher. In addition,
the unusually high price premium of cotton in the Mainland China
over that of the rest of the World during the calendar year 2012 also
negatively affected gross profit margin during the period under
review. Nevertheless, the Board considers that the Group maintains

sufficient liquidity to support its ongoing operations.

During the period under review, all conditions to completion of the
Subscription Agreement, entered into by and between Chinatex
Corporation (“Chinatex” B 45 £&£[® A F]) and the Company
on 3 April 2012, had been fulfilled and completion of the share
subscription took place on 6 June 2012. Chinatex is incorporated in
the People’s Republic of China (“PRC") under direct administration
of the State-Owned Assets Supervision and the Administration
Commission of the State Council (BB EEEESEEZES
) and one of the 500 largest enterprises in the country. Immediately
after such completion, there were 1,203,046,960 shares in issue, of
which Chinatex held approximately 34% and Honorary Chairman
Mr. HA Chung Fong and associates held approximately 28.56%

immediately after the completion.

21

AEE@ERREREEEHE201268H31H0 1E12
BAZEIRPEAEE - EEEEENH69596H
BB EHAFRAAELE T 784% &N A A #
BAEGARCEREIBN B2 8B T HY
EFRHAQATEEABERFNE210968EE
Tt o BN EREA7.9%  EEFREHEELT
BT74BEDH - BRENEIEA2481L - BE
ZFEEHNERELRET 66BN - ESEERE
PBIREEHATFIRBEEARERE (2011 F) o

REESHR ASAEXRESBMNERKITEE
NEREZMSIBAERBUNKSERBERE B
HBEEUORNSARBEHBMBAKREERTR &

FELE I HRBMNEEER - RBIZE2012528
29H L6 A 2 — IR PHAEBEREPRK > &
BIERBOERBER20NEEFERE=ZAKX
BT SHSEANHSEREETRAEL - £
REBR0NEFE-RTPHTBFEEHEFEAN
REBRIENBLOFEDNREARAR RS KB
A TS EEEZE2012F282908 k6B A EEE
FIEERTFFE - B E2012FEFEEHRE > &
BEAWREESRREREMENRZETSE
e HEBEBANEFNREREESE - A
EEERATKEEREANRBMEUXRISHE
EETNEE -

EEEHR > PEPHEBAT (i) EEAAT
EEMRN2012F4 838 &5 2B AT L AR T KR
BEZMEGRE  RRORBEEEN2012F6
H6BERTNK - RAEARILINER ([HE ) T/
RIZHHAEECEEEEEEEREEEH
EEE UARERERGES—  BEHER
% T EBITIR 51,203,046,9608%  H e » F&HEF
BADTCBITRALNZ4%  BEIFEMNTLE
REREREEEROAIABEERREEEARL
A2 #ITIRA428.56% °



BUSINESS REVIEW (continued)

¥ FEEEE )

Following changes in the Board of Directors as a result of the

abovementioned investment by Chinatex, the current Board of

Directors consists of:

M

(10)

(1

Madam LI Lan, Chairman of the Board, Executive Director and

Chairman of the Nomination Committee;

Mr. HA Chung Fong, Honorary Chairman and Executive

Director;

Mr. HA Kam On, Victor, Vice-Chairman of the Board, Chief

Executive Officer and Executive Director;

Dr. Gordon YEN, Executive Director and Chief Financial Officer;

Mr. GONG Zhengyi, Executive Director and Member of the

Remuneration Committee;

Mr. CHEN Rong, Executive Director;

Mr. ZHANG Chong, Non-Executive Director and Member of the

Audit Committee;

Mr. CHEN Minghong, Non-Executive Director;

Mr. NG Kwok Tung, Independent Non-Executive Director,
Chairman of Audit Committee and Member of the

Remuneration Committee;

Mr. CHOW Wing Kin, Anthony, SBS, JP, Independent Non-
Executive Director, Member of the Audit Committee and the

Member of the Nomination Committee; and

Mr. YANG Shibin, Independent Non-Executive Director,
Chairman of the Remuneration Committee and Member of the

Nomination Committee.

Since the completion of the subscription, the Group has substantially

reduced its indebtedness and further strengthened its financial

position. Moreover, the new Board of Directors has been working

closely on the future strategic plan to leverage the extensive network

and expertise of Chinatex with an aim of enhancing the Group’s

competitiveness for the export markets as well as the domestic
market in the PRC.
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With an aim of improving the efficiency of the Group’s financial

BUSINESS REVIEW (continued)

reporting operations and considering that most of the principal
operating subsidiaries of the Group are incorporated in the PRC
which are therefore statutorily required to have their financial year
end date set at 31 December, the Group has confirmed to change,
effective 10 August 2012, the Group’s financial year end from 31
August to 31 December.

During the twelve months ended on 31 August 2012, Jiangyin Fuhui
Textiles Limited (“Jiangyin Fuhui’, a subsidiary of the Group) was
accredited “Water Saving and Emission Reduction Demonstrative
Project”, “Water Saving Type Enterprise in Jiangsu Province”,
“Carbon Footprint and Water Footprint Evaluation Demonstrative
Enterprise” and “China Knitting Industry Environment Optimization,
Energy Saving and Emission Reduction Outstanding Enterprise”.
Jiangyin Fuhui and other factory subsidiaries of the Group have
committed continuously on carbon intensity reduction, greenhouse
gas management and best practices in energy efficiency of

manufacturing process and operations.

Production and Sales of Dyed Fabrics, Sewing Threads and Yarns

For the period under review, the Group had undergone re-
positioning of sales and marketing efforts and strategies to fully
capture macro market opportunities. Nevertheless, the decrease in
average selling price of products negatively impacted the revenue
from production and sales of dyed fabrics, sewing threads and yarns
of approximately HK$6,047.0 million, resulting in a decrease of
approximately 9.0% as compared with the same period last year, and

accounted for 86.9% of the Group’s total revenue.

Production and Sales of Garments

For the period under review, with the decrease in sales volume and
lower average selling price, revenue from the production and sales of
garments was approximately HK$912.6 million, a decrease of 3.9% as
compared with the same period last year, and accounted for 13.1% of

the Group’s total revenue.

Analysis by Customer Geographical Regions

For the period under review, the Group’s major customers were
located in Asia and accounted for approximately 93.5% of the Group's
total revenue. The remaining 6.5% was mainly generated from sales

to customers located in Europe and America.
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RE

Although the third round of Quantitative Easing was announced

OUTLOOK

by the Federal Reserve in the US in September this year, the
continuing concerns over European sovereign debt are still likely
to maintain pressure on liquidity in the global banking system thus
increasing market cost of borrowing. Coupled with the slower-
than-expected US recovery that led to conservative consumer
consumption together with two consecutive years decline in the US
and EU garment import, resulting in negative impact on the Group’s
profitability. In addition, the unusually high price premium of cotton
in the Mainland China over that of the rest of the world will continue
to suppress the gross margin of the Group. Nevertheless, the Board
considers that the Group maintains sufficient liquidity to support its

ongoing operations.

The prices of cotton and cotton yarn have stabilized since the end of
2011. However, the price premium of cotton in the Mainland China
is currently abnormally higher than the price of cotton of the rest of
the world due to import quotas restrictions. At the same time, the
Chinese economy remains relatively slower than last year although a
slight growth is still expected, thus, the Group believes the business
environment of the textile industry could remain challenging in the

near future.

For the Group's fabric business, the problem about the cotton
yarn inventories that were previously purchased at relatively
higher prices, which was stated in the first interim report for the
six months ended 29 February 2012 has been solved, resulting in
more certainty for the management of the Group'’s product costs.
With the anticipation of further consolidation of fabric supply chain
by many brands and retailers, the Group is implementing more
aggressive sales strategies and cost control measures to enhance its
competitiveness. Further streamlining of production and operation
processes are actively implemented to increase overall efficiency of

the Group.

The Group will monitor closely the market conditions and the
upcoming sourcing plan of our customers before investing in any
additional fabric production capacity. Meanwhile, the Group’s plant
in Jiangyin, Jiangsu Province remains the largest fabric production
site within the Group and is expected to represent about half of
the Group's total capacity. The plan of balancing the distribution
of capacity between the Pearl River Delta and the Yangtze River
Delta of the PRC will enable the Group to strategically diversify our
geographical risk and be better positioned to efficiently service the
PRC market while maintaining competitiveness for the export market

in the long term.
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Under the leadership of the new Board of Directors, the management

OUTLOOK (Continued)

of the Group is actively re-positioning strategic direction and
implementing specific improvement measures to cope with
the market challenges. The management has formed a broad
consensus in response to the key improvement opportunities in
existing business operations, that is: to solidify the Group's path for
sustainable growth and be determined to implement stringent cost-
control measures in order to further enhance the Group'’s overall
competitiveness; to adjust and upgrade production capacities and
capabilities of our fabric mills in accordance with current market
conditions; optimize business processes and improve the overall

operating efficiency and control.

The minimum wages in the PRC is likely to continue increasing,
resulting in ongoing pressure on the cost of labor and other
labor intensive services together with the possible appreciation
of Renminbi which will create potential risks for the industry. The
Group seeks to continue improving its operating efficiency and
cost structure mainly through three approaches: (1) to streamline,
improve and upgrade its production facilities, technologies and
production processes which will improve its cycle time, reduce
consumption in electricity, water and raw material, and lower repair
and maintenance expenses; (2) to increase the utilization rate of its
production facilities which in turn will allow the Group to its return
on investment and (3) to continue to control production, selling and
other costs both as an amount and as a percentage of the Group’s
revenue, and to optimize the upstream and downstream supply
chain efficiency by leveraging the substantial scale of the Group's
integrated operations and the improvement of inventory and

procurement management.

Looking forward to the rest of the Group’s financial year of 2012, the
Group will continue to strengthen the existing business, emphasize
development of customer relations, actively develop high value-
added products and markets as well as to direct efforts in increasing
sales in the PRC market and other emerging markets such as Russia.
With the increasing number of foreign apparel brands entering the
PRC market, the Group believes it is well positioned to service these
additional demands for high quality textile products by leveraging
its established relationships with these brands in their international
markets and its proven track record of innovation, reliability and

quality control.
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Further to the decrease in import of garments by US and EU during

OUTLOOK (Continued)

the period under review, the market for garment export from
China remains volatile and highly competitive. Under such market
conditions, the Group expects continuing challenges for the garment

business in the rest of this financial year.

The Group maintains a policy to implement stringent cost
control and efficiency improvement measures to reduce our
overall operating costs. The number of employees of the Group is
approximately 13,200 as of 31 August 2012, a deduction of about
900 when compared with 31 August 2011 and a significant reduction
of over 2,300 when compared with the number of employees of the

Group as of 28 February 2011.

FINANCIAL REVIEW B %5 [E1 B8

Liquidity and Financial Information

At 31 August 2012, the total amount of short-term bank deposits,
bank balances and cash of the Group was approximately HK$1,004.4
million, a decrease of approximately HK$120.1 million compared
with 31 August 2011. At 31 August 2012, the financial ratios of the

Group were as follows:

Gearing ratio ERERELR
Bank borrowings ratio RITEELLZR
Net bank borrowings ratio SRITEEFELE

The sales and purchase of raw materials of the Group are mainly
denominated in Hong Kong dollars, US dollars and Renminbi.
Bank borrowings are also denominated in Hong Kong dollars, US
dollars and Renminbi. Interests are mainly charged on a floating
rate basis. In addition, the Group mainly operates in China and is
exposed to foreign exchange risk arising from Renminbi exposure.
The fluctuations in the US dollars and Renminbi have always been
the concern of the Group. In order to mitigate the foreign currency
risk and interest rate risk, the Group would enter into appropriate
hedging arrangements in accordance with the Group's risk

management policies.

Capital Expenditure

During the period under review, the Group invested approximately
HK$78.0 million in property, plant and equipment, represented a
reduction of about 29.3% from capital expenditure of the same

period in last year.
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EMPLOYEES AND EMOLUMENT POLICIES {EE Rl & B

At 31 August 2012, the Group had approximately 13,200 full time
employees. There is no significant change in the Group’s emolument

policies.

R2012488310  EE2BIES A BL 513,200
A TEEGMRELEE AR -

PURCHASE, SALE AND REDEMPTION OF THE COMPANY'S LISTED SECURITIES

REm » HEREOAAT 2 EHiES

For the period under review, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company’s
listed securities.

REBHAERDBREEMHEQXRLEER -
HESBERARRB 2EMETES ©

CORPORATE GOVERNANCE CODE 2458

During the twelve months ended 31 August 2012, the Company
has applied the principles of, and complied with, the applicable
code provisions of the Corporate Governance Code and Corporate
Governance Report (the “CG Code") (previously known as Code on
Corporate Governance Practices (the “Former CG Code”)) as set out
in Appendix 14 of the Rules Governing the Listing of Securities (the
“Listing Rules”) on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”), except for the deviation on Code Provision A.6.7
of the CG Code.

According to the Code Provision A.6.7 of the CG Code which came
to effect on 1 April 2012, independent non-executive directors
and other non-executive directors should attend general meetings
in order to develop a balanced understanding of the views of
shareholders.

Due to other business engagements, an independent non-executive
director of the Company (resigned on 6 June 2012) could not
attend the extraordinary general meeting of the Company held
on 10 May 2012 ("EGM”"). However, except the above independent
non-executive director, all the other directors of the Company
were present the EGM to enable the Board to develop a balanced
understanding of the views of the shareholders of the Company.

Save for the above deviation, none of the directors of the Company
is aware of any information which would reasonably indicate that
the Company is not, or, was not during the twelve months ended 31
August 2012 in compliance with the code provisions of the CG Code
and the Former CG Code as set out in Appendix 14 of the Listing
Rules on the Stock Exchange.

With respect to the recent changes to the Listing Rules on corporate
governance, the Board has updated or established various policies
and procedures and the committees have updated their terms of
reference in compliance with the new applicable code provisions
of the CG Code. The Company has also made enhancement in the
following major areas which is in line with applicable code provisions
of the CG Code: the Board shall perform the corporate governance
duties for the Group; a Nomination Committee was set up with a
majority of its members being independent non-executive directors;
and a shareholders’ communication policy was adopted by which the
shareholders of the Company can communicate with the Company
and the Board.
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MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

EFETESFXINEESA

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as set
out in Appendix 10 of the Listing Rules as its own code of conduct
regarding directors’ securities transactions. Having made specific
enquiry of all directors of the Company, the Company considers
that all directors of the Company have complied with the required

standard set out in the Model Code for the period under review.

AUDITCOMMITTEE ERZEES

The Company has established an Audit Committee for the purposes
of reviewing and providing supervision over the Company'’s
financial reporting process and internal controls. The Audit
Committee presently comprises one non-executive director and two
independent non-executive directors of the Company, and one of
the independent non-executive directors acts as the chairman of the
Audit Committee. The Audit Committee has reviewed the unaudited
second interim results of the Company for the twelve months ended
31 August 2012.
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REMUNERATION COMMITTEE ¥ilEE S

The Company has established a Remuneration Committee for
the purposes of making recommendations to the Board on the
Company’s remuneration policy and structure for directors and
senior management and on the establishment of a formal and
transparent procedure for developing policy on such remunerations.
The Remuneration Committee presently comprises one executive
director and two independent non-executive directors of the
Company, and one of the independent non-executive directors acts

as the chairman of the Remuneration Committee.
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