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Financial Highlights for 2013 Interim Results

RMBEREEZERERAF ([RIMNEER] KA
~AANEE(TEF)e ([EFE8])MAXMHAE
REALREMBRAR (RBAIAEEBE_Z
—ZFRAA=ZTHLEREAZREEZPHE
BER T —FRHAZLBRETF -PHEE
RTHMBRRACEZ RECARREZER

BEg®EM-

The board (the “Board”) of directors (the "Director(s)") of Shenzhou
International Group Holdings Limited (“Shenzhou International” or the
“Company”) is pleased to announce the unaudited interim results of
the Company and its subsidiaries (collectively, the “Group”) for the six
months ended 30 June 2013, together with the comparative amounts
for the corresponding period of 2012. The interim results and interim

financial statements have not been audited but have been reviewed
by the Company’s audit committee.

FTENBHRERM B R IR

COMPARISON OF KEY FINANCIAL
INFORMATION AND FINANCIAL RATIOS

RIEER
Unaudited
BZEAXAB=1+HILAEA

For the six months ended 30 June

—E—=F —EF——F
2013 2012
AR TR ARBTT
RMB’000 RMB'000
tHERR Sales 4,772,638 4,358,808
EA Gross profit 1,375,023 1,289,868
B 58 B A B Profit before tax 1,181,397 1,036,589
KRB REREE ARG FE Profit attributable to equity holders of
the Company 920,461 826,833
FEFE (%) Gross profit margin (%) 28.8 29.6
E A 2K (%) Net profit margin (%) 19.3 19.0
SREF (AREEIT) Earnings per share (RMB) 0.69 0.65
—E-=F —E-_F
~A=1+H +=ZA=+—~H
30June 2013 31 December 2012
AR TR AR¥EFT
RMB’000 RMB'000
BEERE Total assets 11,336,253 9,895,409
18 7 Total equity 9,473,660 8,122,1342
BeMREZEY Cash and cash equivalents 2,747,842 2,144,405
BEAREE L E (%) Gross gearing ratio (%)™ 9.6 9.7
BN L & Current ratio 3.9 3.3
FEW AR 2 BB ER (B) Accounts receivable turnover period (days) 54 55
FEZEAEH(B) Inventory turnover period (days) 112 17

MEE:

Notes:

1. BERBELERZATARERREREREARR
PR B NG s 2 L= o

2. TR —HF+ A=+ HZEERHFE-

1. Gross gearing ratio represents the ratio between total borrowings
outstanding and equity attributable to equity holders of the Company.

2. Audited balances as at 31 December 2012.
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Management Discussion and Analysis

The following management discussion and analysis should be read
in conjunction with the unaudited interim condensed consolidated
financial statements and the accompanying notes of the Group for
the six months ended 30 June 2013 set out in this interim report.

BUSINESS REVIEW

During the period, the amount of textile and garment products
export from China exhibited a faster growth as compared with the
corresponding period last year. According to the statistics of the
Chinese Customs, the total amount of Chinese textile and garment
exports (including textile yarns, fabrics and finished products as
well as garments and garment accessories, the same below) from
January to June 2013 was US$127.21 billion, representing a year-
on-year increase of approximately 12.1%, up by approximately 10
percentage points as compared with the same period in 2012.
Out of the total exports, the export of textile products amounted
to USS$51.16 billion, representing a year-on-year increase of
approximately 10.1%. Garment export value rose by approximately
13.4% to USS$76.05 billion, among which US$16.30 billion, US$13.26
billion and US$9.95 billion were exported to the European Union
("EU"), the United States ("US") and Japan, respectively, representing
increases of approximately 3.8%, 7.5% and 0.8%, respectively, over the
corresponding period last year. The value of Chinese garment export
to major markets grew moderately, mainly due to the weak import
demand from the EU, US and Japanese markets, the competition from
garment-producing Association of Southeast Asian Nations (“ASEAN")
countries which enjoy cost advantage, as well as the favorable tariff
treatments granted to ASEAN members by the importing countries.

On the China domestic front, RMB541.5 billion of the total retail sales
of goods among the “over-the-threshold” enterprises from January
to June 2013 came from garments, footwear, hats and knitwear,
representing a year-on-year increase of 11.9%, according to the
National Bureau of Statistics of China, reflecting the continually
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X B 77 [ RE e B S iR 4 o b PR HE A R BT T 5 Y
FE EAREKZELENEERREVHALR
BREZHR-

RATE REEECEEHANBEARTHEX
MEEES TEBE  FEAENSH NRA
R LI T B2 RMAREERZRFURRHERER
IRERBRENERTS: ARBEHXT B
BE R EETTE -

B AEBEKRA EFREROAFLEIRE
T HRFEZFHNAGEBEEBER BBAE®
ERELCMMeEEEEESE  WAMEEEE
RS THE HERAMNENES IR _-F
—ZF RS R T9.5%F6.6% ' i 1& FH A K
T113% BRFGRAEF AR - W EE
EhR ERGEHEAZRS A ENETEE—F
B K 2

AEERFHREZN _HRXIBE T —=
FTHFRER FEMERIEF -RELBE
ZEMOHAXR IR S =FNE_FIE
ANEE - BABETABEGEZRSBRZF R
KIMZIBMERE SAKRENRBEREMRT
BUIFIRIE - TR B T BCAS ERR A R EE 7 o
ARER B R B B R 2 FT A A TR A E R
MEBER- MR AEEDRERBEEFHH
EA TR %R E B IEARRE  BEEA TR
W ERAAEELEEERINREFE-TE
EEEEMNGR NEHHEBESZREREYH

RERBENEC-

HA AEEMNERGBTE—SEL BEBE
EmNEERABERRE AXBERERRA
B E FFHE140% B-_E——FEREBAEEE
T 63.5% o [FIF - 2N 52 B A 38 2 b 4R R 5B 5 B G Y
MERHRENEER SPERAZOEP
RIEEEZ RS-

softening consumer demand. Affected by the increasing inventory
pressure and the influx of foreign garment brands into the Chinese
market, the operating environment of domestic garment retailers will
remain dim in the short run.

In terms of costs, garment producers have also been operating during
the period under persistent high pressure that mainly came from
the constant rise in labor costs in Mainland China, the much higher
domestic prices of cotton, the major raw material used by the Group,
as compared with that in the international market due to the national
purchasing and storage policy, as well as the continual appreciation
of Renminbi ("RMB") against US dollars and Japanese Yen.

Notwithstanding the tough operating environment and the cost
hikes, the Group managed to strengthen its cooperation with major
clients during the period. With an optimization of product mix and
the implementation of lean manufacturing management, the Group
recorded growth in revenue and operating results with 9.5% and 6.6%
increases in revenue and gross profit, respectively, as compared with
the same period in 2012. Profit after tax rose by 11.3% while earnings
per share amounted to RMB0.69. The Group has also achieved further
success in the optimization of the distribution of its production bases
and the structural refinement of its product mix.

Since Phase Il of the garment factory in Cambodia commenced
operation in the second half of 2012, the Group’s production
efficiency has been rising steadily. The new garment factory in
Anging City, Anhui Province has also commenced formal production
in the second quarter of 2013 and is building up its workforce. The
additional capacity from these new garment factories helped secure
the Group's business development and mitigate the rising cost
pressure effectively. Meanwhile, the development of the Group’s new
textile factory in Ningbo, China has been progressing as scheduled.
The Group also decided to establish a new fabric factory in Vietnam
during the period, and this project is already well underway. Such
move will not only expand the Group's production capacity, but also
perfect the distribution of the Group’s production bases in order to
consolidate its global resources for a better adaptation to the changes
in operating environment.

During the period, the Group attained new progress in the structural
refinement of its product mix. Revenue from sale of sportswear
climbed further while the share of lingerie revenue in its total
revenue rose to 14.0%, representing a significant increase of 63.5%
as compared with the same period in 2012. Meanwhile, the Group
selectively gave up some orders of products with lower added value
50 as to pool its resources to better serve the core clients.
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NREFHEEERBEE T —FXA=101
7Nl A AR #4,358,808,0007T  IEIMEHE —F
—ZFXNA=ZTHIEAERMARYA772,638000
7T AN T AR #413,830,0007T * 118 49./59.5% °
HA EHERARENETBERAR: WVEERA
AMBZHEEREER WEIEL 2 EAHES
HESTE  QBEEFME B IR EFKE -
CRBEHELTENO IR BIRE #INT %
B AEER

UTRAEBRHE _Z—=FA=1THIEXHE
ARBE-_ZT——FXA=THILERNEAKRE®
BRIDEHERLLE

THE GROUP’S OPERATING RESULTS

Revenue

The Group's revenue for the six months ended 30 June 2013
amounted to RMB4,772,638,000, representing an increase of
RMB413,830,000 or approximately 9.5% from RMB4,358,808,000 for
the six months ended 30 June 2012. The increase in revenue during
the period was mainly attributable to: (1) the fact that the Group’s
revenue from the Japanese market has resumed growth and achieved
historic half-year revenue, (2) the smooth launch of the new material
knitting factory in Ningbo, and (3) the expansion of the Group's
production capacity due to the commencement of operations of the
second phases of the Cambodia and Anhui factories.

A comparison of the Group's revenue for the six months ended
30 June 2013 and the six months ended 30 June 2012 by product
categories is as follows:

BEARA=THILAEA

For the six months ended 30 June

—E-=F —T—=F L)
2013 2012 Change

AR¥T % AREBTT % AREBTT %
RMB’000 % RMB'000 % RMB'000 %

REM By product
EBE Sportswear 2,713,800 56.9 2,550,086 585 163,714 64
NGRS Casual wear 1,294,820 27.1 1,296,878 29.8 (2,058) 0.2)
X Lingerie 667,438 14.0 408,136 94 259,302 635
H i 45 Other knitwear 96,580 2.0 103,708 23 (7,128) 6.9)
HERAG Total revenue 4,772,638 100.0 4,358,808 100.0 413,830 95

BEZZ—=A=1tBHIL~EA EFHE
EmMEEE A ARE2713,8000007T  BEH =
—CE-—EXRAZTRLEANEANBEERAR
#52,550,086,0007T * EF T A R #163,714,0007T
IR R6A% - EBBEEMNEEEREIERAE
REERE MERNESRENEEE -2 —=
FRHEE TR -BAN RERBERESDED
HEWAL B ART3,000000T B_E—=
FRIER AR %151,0000007T B T AR
78,000,0007T °

For the six months ended 30 June 2013, revenue from sale of
sportswear amounted to RMB2,713,800,000, representing an increase
of RMB163,714,000 or approximately 6.4% from RMB2,550,086,000 for
the six months ended 30 June 2012. The growth in revenue from sale
of sportswear mainly came from international brands as the revenue
from sale of domestic sportswear brands for the period dropped by
RMB78,000,000 to approximately RMB73,000,000 from approximately
RMB151,000,000 for the same period in 2012.
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KEEEARNBEEEREBEEZE-_ZE—ZFA
=+ HIEANEAMNARM296,8780007T * T B
EHE-Z-—=FXA=1+BLNAANAR
#51,294,820,0007T * /NE T PR X90.2% - HA N - B E
KEEERMBRAREBER BM5HRKAE
B AEEAREEERFPNIIEREFTREE
BEREHNERER RO THBIRNEFHHE

£ o
=

NREEGNBEEEREE_ZT—Z=F~A°
=+ H 1718 A M A R#408,136,0000 ° EFAZE
BHE_Z—=XA=1THAL~ EANARKE
667,438,0007T * 3 10 T A R #259,302,0007T * 1 18
H1B635% c AKIEEMRMBRAEINEZRENH
AEFPHBEREARNERNE-

NTAAEEBE T —=F R XA=1THIXHE
ARBE -_T——FRXA=THIERNEARTS
oM ERLE:

Revenue from sale of casual wear dropped slightly by approximately
0.2% from RMB1,296,878,000 for the six months ended 30 June 2012
to RMB1,294,820,000 for the six months ended 30 June 2013. Despite
the fact that the casual wear segment posted no revenue growth
during the period, market demand remained strong. In order to satisfy
the growing orders from strategic clients and perfect the product mix,
the Group has reduced certain sales to medium and small clients.

Revenue from sale of lingerie products increased by RMB259,302,000
or approximately 63.5% from RMB408,136,000 for the six months
ended 30 June 2012 to RMB667,438,000 for the six months ended
30 June 2013. The growth was mainly attributable to the increased
demand from Japanese clients and the launch of new products.

A comparison of the Group's revenue for the six months ended 30
June 2013 and the six months ended 30 June 2012 by market regions
is as follows:

BEAR=TRHILAEA

For the six months ended 30 June

—E-=F —T——F L)
2013 2012 Change
AR¥T % AREBTIT % AREBTT %
RMB’000 % RMB'000 % RMB'000 %
B By regions
BIRRHE International sales
B Japan 1,604,101 33.6 1,347,848 309 256,253 19.0
BUM Europe 812,359 17.0 997,585 229 (185,226) (186)
% Us 388,000 8.1 259,615 6.0 128,385 495
HiBER Others 1,035,428 21.8 887,976 203 147,452 166
BEHE/NET Sub-total for
international sales 3,839,888 80.5 3,493,024 80.1 346,864 9.9
REE Domestic sales 932,750 19.5 865,784 199 66,966 7.7
HERRBE Total revenue 4,772,638 100.0 4,358,808 100.0 413,830 95
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For the six months ended 30 June 2013, the Group's revenue from
the Japanese market was RMB1,604,101,000, representing an increase
of RMB256,253,000 or approximately 19.0% from RMB1,347,848,000
for the six months ended 30 June 2012. The Group's sales from
the Japanese market resumed notable growth owing mainly to a
remarkable increase in lingerie sales in Japan.

The Group's revenue from the European market for the six months
ended 30 June 2013 amounted to RMB812,359,000, representing
a decrease of RMB185,226,000 or approximately 18.6% from
RMB997,585,000 for the six months ended 30 June 2012, mainly due
to the weak consumer demand in the European market and the
adjustment to the Group's customer portfolio.

The Group maintained its fast sales growth in the US and other
markets including Korea, Russia and Hong Kong (“HK") during the
period. Revenue from the US and other overseas markets for the six
months ended 30 June 2013 surged by approximately 49.5% and
16.6%, respectively, as compared with the six months ended 30 June
2012.The growth of the Group's sales from the US market was mainly
attributable to sportswear, while the sales growth from other markets
mainly came from Korea.

Although sales of domestic sportswear brands declined significantly,
the Group still managed to enlarge its revenue from the domestic
market. For the six months ended 30 June 2013, the Group'’s domestic
sales of apparels amounted to RMB847,077,000, representing
an increase of RMB71,927,000 or approximately 9.3% from
RMB775,150,000 for the six months ended 30 June 2012. The Group
remains optimistic about the development prospects of the domestic

market. The percentage of domestic sales of local sportswear brands
to total sales slipped from 4.4% to 1.5%.

11
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Cost of sales and gross profit

The Group's cost of sales for the six months ended 30 June 2013
amounted to approximately RMB3,397,615,000 (for the six months
ended 30 June 2012: RMB3,068,940,000). The Group's gross profit
margin for sales for the six months ended 30 June 2013 was
approximately 28.8%, representing a decrease of approximately 0.8
percentage point from 29.6% for the six months ended 30 June
2012. Revenue for the period included a gain of RMB10,638,000 (for
the six months ended 30 June 2012: RMB48,121,000) from foreign
currency forward hedges between US dollars and RMB entered into
in China. Gross profit margin for the period excluding such gain from
foreign currency hedges remained relatively stable at approximately
28.7% (for the six months ended 30 June 2012: 28.8%). Major factors
affecting the gross profit margin for the period included: (1) a
relatively rapid rise in labor costs; (2) the continuous appreciation of
RMB against US dollars; (3) stable overall cotton price even though
domestic prices remained significantly higher than international
prices; and (4) the Group's successful cost management measures
such as the continual optimization of product mix and the effective
implementation of lean manufacturing management.

Equity attributable to equity holders of the Company

As at 30 June 2013, the Group's equity attributable to equity holders
of the Company amounted to RMB9,458,689,000 (31 December
2012: RMB8,087,370,000), of which non-current assets, net current
assets and equity attributable to non-controlling interests amounted
to RMB4,089,735,000 (31 December 2012: RMB3,967,507,000),
RMB5,383,925,000 (31 December 2012: RMB4,154,627,000) and
RMB14,971,000 (31 December 2012: RMB34,764,000), respectively. The
increase in equity attributable to equity holders of the Company was
mainly owing to the placing of new shares and an increase in retained
earnings during the period.

Liquidity and financial resources

For the six months ended 30 June 2013, net cash generated from
the Group's operating activities amounted to approximately
RMB540,015,000 (for the six months ended 30 June 2012:
RMB892,803,000). Net cash (cash and cash equivalents less bank
borrowings) of the Group as at 30 June 2013 was RMB1,843,552,000,
representing an increase of RMB485,373,000 from the net cash of
RMB1,358,179,000 as at 31 December 2012.
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Cash and cash equivalents of the Group as at 30 June 2013 amounted
to RMB2,747,842,000 (31 December 2012: RMB2,144,405,000).
Total outstanding borrowings, all of which were short-term bank
borrowings, amounted to RMB904,290,000 (31 December 2012:
RMB786,226,000, all of which were short-term bank borrowings).
Equity attributable to equity holders of the Company amounted
to RMB9,458,689,000 (31 December 2012: RMB8,087,370,000). The
Group maintained a sound cash flow position with a gross gearing
ratio (total outstanding borrowings as a percentage of the equity
attributable to equity holders of the Company) of 9.6% (31 December
2012:9.7%).

In 2011, the Group entered into an interest rate swap contract with
the relevant bank in respect of a loan denominated in US dollar.
The contract came into effect on 30 April 2011 and will expire on
31 March 2014. The Group shall pay interest to the relevant bank
at a fixed rate of 1.13% per annum and charge the relevant bank
interest at the one-month US dollar LIBOR. The principal amounts
of the agreed transaction under the contract were US$50,000,000
commencing on 30 April 2011, US$40,000,000 commencing on 28
September 2012, US$30,000,000 commencing on 28 March 2013, and
US$20,000,000 for the period from 30 September 2013 to 31 March
2014. The purpose for entering into the contract between the Group
and the relevant bank was to fix the financing cost of the bank loan.

Finance costs and tax

For the six months ended 30 June 2013, finance costs dropped
from RMB15,369,000 for the six months ended 30 June 2012 to
RMB5,611,000, mainly due to the decrease in the Group's average
balance of bank borrowings during the period.

The Group's income tax expense for the six months ended 30 June
2013 increased to RMB260,435,000 from RMB209,043,000 for the six
months ended 30 June 2012, mainly due to the higher income tax
rates for the Group's subsidiaries in China during the period.
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Pledge of the Group’s assets

As at 30 June 2013, to secure the Group's bank overdraft facilities from
the Ningbo Branch of HSBC Bank (China) Company Limited in the
amount of RMB5,000,000, the Group’s plants and prepaid land lease
payments with an aggregate carrying amount of RMB187,400,000
as at 30 June 2013 were pledged as security. As of 30 June 2013,
no overdraft facilities were used by the Group (as at 31 December
2012: Nil). In addition, the Group has entered into a credit facility
contract with the Ningbo Branch of Hang Seng Bank (China) Limited
in the amount of RMB60,000,000, for which the Group's plants and
prepaid land lease payments with an aggregate carrying amount of
RMB221,893,000 as at 30 June 2013 were pledged as security. As of
30 June 2013, there were no outstanding borrowings of the Group
from the Ningbo Branch of Hang Seng Bank (China) Limited that
was secured by way of asset security (as at 31 December 2012: Nil).
Certain bank loans and credit facilities of the Group were secured by
corporate guarantees from the Company and the holding companies
controlled by the Directors.

Use of proceeds from the placing of new shares of the Company
The placing of new shares in April 2012

The Company completed a placing of 85,000,000 new shares
on 26 April 2012 and raised net proceeds of approximately
HK$1,158,650,000 (equivalent to approximately RMB939,548,000
based on the exchange rate of HK dollar against RMB of
HKS$1:RMB0.8109) after share issue expenses. The intended use of the
proceeds from such placing of new shares and the actual use of those
proceeds during the period are set out as follows:

an amount of approximately RMB608,174,000 shall be used to
establish new textile production facilities in Mainland China
and to purchase and construct the relevant equipment and
plants. As of 30 June 2013, approximately RMB424,062,000 in
total had been used;

an amount of approximately RMB121,635,000 shall be used
to set up new garment production facilities and to purchase
the relevant production equipment. As of 30 June 2013, the
amount had been fully utilized;

an amount of approximately RMB81,090,000 shall be used
to expand the Group's retail network. As of 30 June 2013,
approximately RMB32,188,000 in total had been used; and

an amount of approximately RMB128,649,000 shall be used to
repay part of the Group's short-term bank loans. The amount
had been fully utilized.
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As at 30 June 2013, the remaining net proceeds amounting to
approximately RMB233,014,000 have been placed as bank deposits
in Hong Kong and Mainland China. For the details of such placing
of new shares, please refer to the announcements of the Company
dated 16 April 2012 and 26 April 2012.

The placing of new shares in June 2013

The Company completed a placing of 69,000,000 new shares
on 28 June 2013 and raised net proceeds of approximately
HKS$1,527,464,000 (equivalent to approximately RMB1,216,626,000
based on the exchange rate of HK dollar against RMB of
HKS$1:RMB0.7965) after share issue expenses. The intended use of the
proceeds from such placing of new shares is set out as follows:

the proceeds will be used to build and construct a production
facility for the manufacture of fabrics in Vietnam (“Vietnam
Project”) in phases, as to approximately HK$777,000,000 for the
building and construction of phase | of the Vietnam Project,
including long term leasehold land use right, construction of
buildings and staff quarters, construction of sewage system and
infrastructure, purchase of machinery and equipment, etc; and

the residual amount of the proceeds of approximately
HK$750,464,000 will be used to build and construct phase Il of
the Vietnam Project and as general working capital.

As of 30 June 2013, the proceeds from such placing have not
been utilized yet and were placed as bank deposits in Hong Kong.
For the details of such placing of new shares, please refer to the
announcements of the Company dated 18 June 2013 and 28
June 2013. For details of the Vietnam Project, please refer to the
announcement of the Company dated 28 May 2013.

Exposure to foreign exchange

As the Group's sales were mainly settled in US dollar, while its
purchases were mainly settled in RMB, the Group’s costs and
operating profit margin were affected by exchange rate fluctuations
to a certain extent. The Group has adopted a policy to hedge part
of its foreign exchange risks in light of the existing fluctuations of
exchange rate between US dollar and RMB. The amounts to be
hedged depend on the Group's expected revenue, purchases and
capital expenditure in US dollar, as well as the market forecast of
fluctuations in the exchange rate of US dollars against RMB.
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To avoid the reduction in the value of future cash flows and the
volatility thereof arising from any exchange rate movement between
RMB and US dollar, the Group has arranged an appropriate amount
of US dollar borrowings. As at 30 June 2013, out of the total bank
borrowings, US dollar borrowings amounted to RMB426,330,000
(US$69,000,000 based on the original currency) (as at 31 December
2012: RMB565,695,000 (US$90,000,000 based on the original
currency)). In addition, the Group entered into forward contracts
selling US dollar in order to hedge certain of its foreign exchange
risk, particularly those related to US dollar. As at 30 June 2013, the
aggregate amount of the outstanding US dollar forward contracts
was approximately US$50,000,000 (as at 31 December 2012:
approximately US$120,000,000).

Employment, training and development

As at 30 June 2013, the Group employed a total of approximately
59,500 employees. Total staff costs, including those of management
and administrative staff, accounted for approximately 25.0% (for
the six months ended 30 June 2012: 22.2%) of the Group's sales
during the period. The Group remunerated its staff according to their
performances, qualifications and industry practices, and conducted
regular reviews of its remuneration policy. Employees may receive
discretionary bonuses and monetary rewards based on their ratings
in annual performance appraisals. The Company also offered
rewards or other incentives to motivate personal growth and career
development of the employees, such as ongoing opportunities for
training to enhance their technical and product knowledge as well
as their knowledge of industry quality standards. Each of the new
employees of the Group is required to attend an introductory course,
while there are also various types of training courses available to all
the Group's employees.
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Capital expenditure and commitments

During the six months ended 30 June 2013, the Group’s total
investment in property, plant and equipment and prepaid land lease
payments amounted to approximately RMB328,545,000, of which
approximately 59% was used to purchase production equipment,
approximately 36% to construct and acquire new factory buildings
and prepaid land lease payments, and the balance was used to
purchase other fixed assets.

As at 30 June 2013, the Group had contracted capital commitments
of approximately RMB355,745,000 in connection with the acquisition
and construction of properties, plants and equipment, which will be
mainly financed by the net proceeds from the placing of new shares
and internal resources.

Contingent liabilities

As at 30 June 2013, the Group did not have any material contingent
liabilities.

FUTURE PROSPECTS AND STRATEGIES

The future development of the Chinese garment manufacturing
industry is now confronted with the ever rising labor costs.
Furthermore, the competitiveness of the Chinese enterprises was
further undermined by their trade treatments that are different from
those enjoyed by competitors in other countries. Therefore, it is vital
for the Chinese garment manufacturing enterprises to adjust their
traditional production models and develop multi-national production
networks with a view to achieving synergy among different regions.
More importantly, they must accelerate their internal transformation
and upgrade so as to satisfy market demand with better products
with higher added value, as well as further tighten their cost control.
The management of Shenzhou International was pleased that its
past efforts have been well recognized by the market. Following
our inclusion in the Hang Seng Composite Index, the Company has
been included in the MSCI China Index and was named one of the
FORTUNE China 500 enterprises in the first half of 2013. It will also be
listed in the Hang Seng Mainland 100 index in September 2013. The
Group believes that the current tough operating environment also
represents a historic development opportunity for those enterprises
with leading competitive edge to obtain more market share during
market consolidation.
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Capitalizing on its technological, management and capital
advantages, the Group will speed up the optimization of the regional
layout of its production chain by establishing the Vietnam factory as a
leading fabric factory in the industry with state-of-the-art production
equipment, technique and management. This factory will provide
the fabrics needed by the Group's overseas apparel factories so as
to reduce the logistics costs and shorten the delivery terms of those
overseas factories while meeting clients’ diversification requirements
in terms of product origins at the same time. In the establishment of
production bases in each region, the Group has taken into account
local resources and characteristic in the hope of leveraging on the
advantages of each region so as to reinforce the Group's leading
position among its peers around the world.

As the population of China started to age, the career aspirations
of the labor force have been changing, and such change is adding
to the difficulty of enterprises in recruiting workers. On the other
hand, the workforce of other developing countries is also expanding
constantly. To cope with the persistently rising costs, the Group will
carry on automation in order to reduce its reliance on manpower in
its production, achieve higher efficiency while cutting head count, as
well as perfect its production processes and strengthen its production
planning and management.

The development prospects for an industry are ruled by its
market demand, while the growth of an enterprise hinges on its
competitiveness. To provide quality, environmental-friendly and
comfortable garments to the consumers while offering higher return
to the shareholders, the Group will spare no effort to enhance its
competitiveness. In the middle and long run, the management is
optimistic about the outlook of the domestic consumption market in
China. The Group's retail business has been operating smoothly since
its trial run in August 2011 and currently has 19 stores. The Group will
continue to develop this line of business in a stable manner and aims
at opening 3 to 6 new stores in the second half of the year.
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RSB
Unaudited
BZEZAB=1+HIEAMEA

For the six months ended 30 June

—E—=F —E——%F
2013 2012
BT 5 AREF AREF T
Notes RMB’000 RMB'000
WA REVENUE 4 4,772,638 4,358,808
$H & P AR Cost of sales 5 (3,397,615) (3,068,940)
EH Gross profit 1,375,023 1,289,868
E A R Other income and gains 6 227,399 11,946
fﬁ% K53 SR AR Selling and distribution costs 5 (60,335) (62 733)
THAX Administrative expenses 5 (346,009) (286,522)
HEFEx Other expenses 7 (9,070) (601)
B & AR R Finance costs 8 (5,611) (15,369)
R B4 A1 R E PROFIT BEFORE TAX 1,181,397 1,036,589
FT{S i 5 =2 Income tax expense 9 (260,435) (209,043)
B3 ) Profit for the period 920,962 827,546
AR AL E(ERERS Attributable to:
SFREER A Owners of the parent 920,461 826,833
FEIZE B 1A 2 Non-controlling interests 501 713
920,962 827,546
BATREERBRESEA EARNINGS PER SHARE 10
EhERAER ATTRIBUTABLE TO
ORDINARY EQUITY
HOLDERS OF THE PARENT
— B — Basic AR #0.697T ANR#0657C
RMBO.69 RMBO0.65
— - Diluted TEAN/A NE FAN/A

FSHEAHEMNEAZEPEERLLAMBI®R  The notes on pages 25 to 46 form an integral part of these interim

RIOEKE D -

condensed consolidated financial statements.
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RSEX
Unaudited
BZEAB=1+HIEAEA

For the six months ended 30 June

—E-=F —E——F
2013 2012
Bt aE ARET R ARBFTT
Notes RMB’000 RMB'000
AP SIDE Profit for the period 920,962 827,546
Hih2H K &= Other comprehensive income
REMELH - Cash flow hedges:
HRNEEHHRTEQARE Effective portion of changes
BB o BHHD in fair value of hedging
instruments arising during
the period 11,831 8,611)
HRireBmixBR WG 2 Reclassification adjustments
B OERAE for gains recognised in
consolidated income
statement (8,990) (36,453)
2,841 (45,064)
MEIBINETE 2 BN ZHE Exchange differences on
translation of foreign
operations (13,754) 1,807
HaHEMZENE (BRER) Other comprehensive
income for the period,
net of tax (10,913) (43,257)
HAZEHKRZEEHE Total comprehensive income
for the period 910,049 784,289
AT AT (R R Attributable to:
[SYNCIETFEPN Owners of the parent 909,548 783,576
FESZE B 2 Non-controlling interests 501 713
910,049 784,289

FBEE4 AN T AZEHHNHAKE PBR

REVARRER Y o

The notes on pages 25 to 46 form an integral part of these interim
condensed consolidated financial statements.
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KRB Kz
Unaudited Audited
—E—= —E——4F
AA=+H +=ZA=+—H
30 June 31 December
2013 2012
B 5 AR®BT ARBFIT
Notes RMB’000 RMB'000
FRBEE NON-CURRENT ASSETS
Y- WE M Property, plant and equipment 12 3,411,895 3,314,100
A L ERIE Prepaid land lease payments 12 566,970 539,275
mVEE Intangible assets 12 102,948 105,074
T IE & B Deferred tax assets 7,922 9,058
BIEREBEE Total non-current assets 4,089,735 3,967,507
REBEE CURRENT ASSETS
ra Inventories 13 2,267,502 1,924,435
G PN Trade and bills receivables 14 1,462,012 1,397,759
ERFRE e Rk Prepayments, deposits and
E h & R IE other receivables 15 496,988 330,435
Vs FREa=EA 2 Bank deposits with initial term of
RITHER over three months 272,174 130,868
BERREEEY Cash and cash equivalents 2,747,842 2,144,405
BREEE Total current assets 7,246,518 5,927,902
REBEE CURRENT LIABILITIES
ERERFRREE Trade and bills payables 17 445,925 397,099
FEUBR X Advance from customers 8,295 4939
HAth B 5 SR IE R FERTRUR Other payables and accruals 18 322,922 431,779
TESMTA Derivative financial instruments 16 = 9,550
RERITREMBEE Interest-bearing bank and
other borrowings 904,290 786,226
FEAS BEEE A L Fk08 Amounts due to related parties 21¢ 1,139 3,288
AR IEN Tax payable 180,022 140,394
BrRBaE Total current liabilities 1,862,593 1,773,275
ERBEE NET CURRENT ASSETS 5,383,925 4,154,627
BEERRBAMR TOTAL ASSETS LESS CURRENT
LIABILITIES 9,473,660 8,122,134
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RIBE LRz

Unaudited Audited

—_Z2—= —E——%F

ANA=tH +=—A=+—H

30 June 31 December

2013 2012

B 5 AR¥ T AR®EF T

Notes RMB’000 RMB'000

FEE Net assets 9,473,660 8,122,134

= EQUITY
BRAREEAEGER Equity attributable to owners
of the parent

&% A Share capital 142,105 136,609

] Reserves 9,316,584 7,195,906

R REA R B2 Proposed final dividend = 754,855

9,458,689 8,087,370

AR Non-controlling interests 14,971 34,764

B Total equity 9,473,660 8,122,134

EEBAENM T RZETHMALAT B  The notes on pages 25 to 46 form an integral part of these interim
KB E o condensed consolidated financial statements.
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Interim Consolidated Statement of Changes in Equity

DEEA AR
Attributable to owners of the parent
EERR EX  EERE R FizsIE
BE BEER  HREE  2BE  EBRE  BARE  RERN  AHRE @it #x  BER
Employee
Share Statutory  Exchange equity Proposed Non-
Share premium Hedging surplus fluctuation benefits Retained final controlling Total
capital account reserve reserve reserve reserve profits dividend Total interests equity

AREFT ARETR ARETR ARBTT ARETT ARETT ARBTT ARETR ARETR ARNTR ARETR
RMBOOO  RMBOOO  RMBOOD  RMBOOD  RMBO0O  RMBOOD  AMBOOD  RMBOOD  RMBOOO  RMBOO0  AMBO0O

H2-%--% For the six months ended

AAZTHIEAER  30June 2012 (unaudited)

(RIEER)
RZE-ZF Balance at 1 January 2012

iz =032 129717 762499 11874 871,850 (23,344) 48191 3772781 04661 6078229 33999 611228
HNeEN=LEE Total comprehensive income

for the period - - (45,064) - 1,807 - 826,833 - 783576 713 784,289

BRIk New shares issued in the period 6892 932,656 - - - - - - 939,548 - 939,548

MABITHENEE  Proposed final 2011 dividend
ZE-—ERHBRE  tonew shares issued

in the period - - - - - - (34,671) 34671 - - -
ER-E——F Final 2011 dividend declared
KEARE - - - - - - - (3933 (53933 - (53933
i 3 Balance at 30 June 2012
AR TEMER 136609 1,695,155 (33190 871,850 (21537) 48191 4564943 - 726001 W2 7296733
SICE LN
Attributable to owners of the parent
EEBH EX RERE Bk FEHM
Ba ROEER HHEE MEE RBEE BARE  REEN  RERE @t B g
Employee
Share Statutory  Exchange equity Proposed Non-
Share  premium Hedging surplus  fluctuation benefits  Retained final controlling Total
capital account reserve reserve reserve reserve profits  dividend Total interests equity

ARETR ARMTR ARMTR ARMTR ARMTR ARBTR AR®TR ARETR ARETR ARMTR ARMTR
RMB000  RMB000  RMBO00  RMB'000  RMB'000  RMB000  RMB000  RMB000  RMB000  RMB'000  RMB'000

HE-Z-=F For the six months ended
RAZTHLEAER  30June 2013 (unaudited)
(REEER)
it 3 Balance at 1 January 2013
—R—-Bd&& 136,609 1,143,000 (2841) 982,023 (19.862) 48191 5045395 754,855 8,087,370 34764 8,122,134
HR2ANELEE Total comprehensive income
for the period - - 2,841 - (13,754) - 920,461 - 909,548 501 910,049
BTk New shares issued in the period 549 1,211,130 - - - - - - 1216626 - 1216626
SRR I Dividends paid to
EERE non-controlling interests - - - - - - - - - (583) (583)
W I Purchase of non-controlling
interests - - - - - - - - - (19,711) (19,711)
Ek=F—=F Final 2012 dividend declared
AR E - - - - - - - (754855)  (754855) - (754855)
WZE-=F Balance at 30 June 2013
NAZTAMESR 142,105 2,354,130 - 982,023 (33,616) 48,191 5,965,856 - 9,458,689 14971 9,473,660

,\WMT?ﬁnA%EP HARSER4E A BT AS3R  The notes on pages 25 to 46 form an integral part of these interim

B
4 condensed consolidated financial statements.

FI5HES
= R 4R K 3D

DM
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FEIMAG e RS RER

Interim Condensed Consolidated Statement of Cash Flows

RSEX
Unaudited
BZEAB=1+HIEAEA

For the six months ended 30 June

—E—-=F —E——F
2013 2012
ARET R ARBFTT
RMB’000 RMB'000
KEEKFRRERNEFHE Net cash flows from operating activities 540,015 892,803
KEREFMRAREREFHE Net cash flows used in investing activities (356,448) (302,671)
BEEBEREMEFE Net cash flows generated from
financing activities 438,529 316,161
ReRRSEEYEMEE Net increase in cash and cash equivalents 622,096 906,293
HyReRESFEYD Cash and cash equivalents
at the beginning of the period 2,144,405 1,029,596
ExgFFHHTE Effect of foreign exchange rate changes (18,659) 6,871
HRAERESZEEY Cash and cash equivalents
at the end of the period 2,747,842 1,942,760

FSEFIENMTAZETHEALEEST M The notes on pages 25 to 46 form an integral part of these interim
FEVAERE D - condensed consolidated financial statements.
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1 BARGBRAR & B 15 R P

Notes to the Interim Condensed Consolidated Financial Statements

GENERAL INFORMATION

Shenzhou International Group Holdings Limited (the
“Company”) was incorporated as an exempted company with
limited liability in the Cayman Islands on 23 June 2005. The
address of its registered office is Cricket Square, Hutchins Drive,
PO. Box 2681, Grand Cayman KY1-1111, Cayman Islands.

The Company and its subsidiaries (collectively referred to as the
“Group”) are principally engaged in the manufacture and sale of
knitwear products.

These unaudited interim condensed consolidated financial
statements are presented in Renminbi (‘RMB”) and all values
are rounded to the nearest thousand, except when otherwise
stated. These unaudited interim condensed consolidated
financial statements have been approved for issue by the Board
on 26 August 2013.

BASIS OF PREPARATION

These unaudited interim condensed consolidated financial
statements for the six months ended 30 June 2013 have been
prepared in accordance with Hong Kong Accounting Standard
("HKAS") 34, "Interim Financial Reporting” issued by the Hong
Kong Institute of Certified Public Accountants (the "HKICPA”")
and the disclosure requirements of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited. The unaudited interim condensed consolidated
financial statements do not include all the information and
disclosures required in the annual financial statements, and
should be read in conjunction with the annual financial
statements for the year ended 31 December 2012, which
have been prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRS") issued by the HKICPA.
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Notes to the Interim Condensed Consolidated Financial Statements
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BAKB 2 2F KA MBHRRA D HEA
RAPBRERTSERENTE -

ACCOUNTING POLICIES

New standards, interpretations and amendments adopted
by the Group

The accounting policies adopted in the preparation of the
interim condensed consolidated financial statements are
consistent with those followed in the preparation of the
Group's annual consolidated financial statements for the year
ended 31 December 2012, except for the adoption of new
standards and interpretations effective as of 1 January 2013.

The Group applies, for the first time, certain standards and
amendments, including HKFRS 10 Consolidated Financial
Statements, HKFRS 11 Joint Arrangements, HKAS 19 (Revised
2011) Employee Benefits, HKFRS 13 Fair Value Measurement and
amendments to HKAS 1 Presentation of Financial Statements.
As required by HKAS 34, the nature and the effect of these
changes are disclosed below. In addition, the application of
HKFRS 12 Disclosure of Interest in Other Entities would result
in additional disclosures in the annual consolidated financial
statements.

Several other new standards and amendments apply for the
first time in 2013. However, they do not impact the annual
consolidated financial statements of the Group or the interim
condensed consolidated financial statements of the Group.
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Notes to the Interim Condensed Consolidated Financial Statements

ACCOUNTING POLICIES (continued)

New standards, interpretations and amendments adopted
by the Group (continued)

The nature and the impact of each new standard/amendment
is described below:

HKAS 1 Presentation of Items of Other Comprehensive
Income - Amendments to HKAS 1

The amendments to HKAS 1 introduce a grouping of items
presented in other comprehensive income (OCI). Items that
could be reclassified (or recycled) to profit or loss at a future
point in time (e.g., net gain on hedge of net investment,
exchange differences on translation of foreign operations,
net movement on cash flow hedges and net loss or gain on
available-for-sale financial assets) now have to be presented
separately from items that will never be reclassified (e.g.,
actuarial gains and losses on defined benefit plans and
revaluation of land and buildings). The amendment affected
presentation only and had no impact on the Group's financial
position or performance.

HKAS 1 Clarification of the Requirement for Comparative
Information (Amendment)

The amendment to HKAS 1 clarifies the difference between
voluntary additional comparative information and the
minimum required comparative information. An entity must
include comparative information in the related notes to the
financial statements when it voluntarily provides comparative
information beyond the minimum required comparative
period. The additional voluntarily comparative information
does not need to be presented in a complete set of financial
statements.
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ACCOUNTING POLICIES (continued)

New standards, interpretations and amendments adopted
by the Group (continued)

HKAS 1 Clarification of the Requirement for Comparative
Information (Amendment) (continued)

An opening statement of financial position (known as the ‘third
balance sheet’) must be presented when an entity applies
an accounting policy retrospectively, makes retrospective
restatements, or reclassifies items in its financial statements,
provided any of those changes has a material effect on
the statement of financial position at the beginning of the
preceding period. The amendment clarifies that a third balance
sheet does not have to be accompanied by comparative
information in the related notes. Under HKAS 34, the minimum
items required for interim condensed financial statements do
not include a third balance sheet.

HKAS 32 Tax Effects of Distributions to Holders of Equity
Instruments (Amendment)

Financial Instruments: Presentation clarifies that income taxes
arising from distributions to equity holders are accounted for
in accordance with HKAS 12 Income Taxes. The amendment
removes existing income tax requirements from HKAS 32 and
requires entities to apply the requirements in HKAS 12 to any
income tax arising from distributions to equity holders. The
amendment did not have an impact on the interim condensed
consolidated financial statements for the Group, as there is no
tax consequences attached to cash or non-cash distribution.
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ACCOUNTING POLICIES (continued)

New standards, interpretations and amendments adopted
by the Group (continued)

HKAS 34 Interim Financial Reporting and Segment
Information for Total Assets and Liabilities (Amendment)

The amendment clarifies the requirements in HKAS 34 relating
to segment information for total assets and liabilities for
each reportable segment to enhance consistency with the
requirements in HKFRS 8 Operating Segments. Total assets
and liabilities for a reportable segment need to be disclosed
only when the amounts are regularly provided to the chief
operating decision maker and there has been a material
change in the total amount disclosed in the entity’s previous
annual consolidated financial statements for that reportable
segment. The amendment did not have an impact on the
interim condensed consolidated financial statements for the
Group.

HKAS 19 Employee Benefits (Revised 2011) (HKAS 19R)

HKAS 19R includes a number of amendments to the
accounting for defined benefit plans, including actuarial gains
and losses that are now recognised in other comprehensive
income (OCl) and permanently excluded from profit and loss;
expected returns on plan assets that are no longer recognised
in profit or loss, instead, there is a requirement to recognise
interest on the net defined benefit liability (asset) in profit or
loss, calculated using the discount rate used to measure the
defined benefit obligation; and unvested past service costs
are now recognised in profit or loss at the earlier of when
the amendment occurs or when the related restructuring or
termination costs are recognised. Other amendments include
new disclosures, such as, quantitative sensitivity disclosures. The
amendment did not have an impact on the interim condensed
consolidated financial statements for the Group.
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ACCOUNTING POLICIES (continued)

New standards, interpretations and amendments adopted
by the Group (continued)

HKFRS 7 Financial Instruments: Disclosures - Offsetting
Financial Assets and Financial Liabilities - Amendments to
HKFRS 7

The amendment requires an entity to disclose information
about rights to set-off financial instruments and related
arrangements (e.g., collateral agreements). The disclosures
would provide users with information that is useful in
evaluating the effect of netting arrangements on an entity’s
financial position. The new disclosures are required for all
recognised financial instruments that are set off in accordance
with HKAS 32. The disclosures also apply to recognised financial
instruments that are subject to an enforceable master netting
arrangement or similar agreement, irrespective of whether
the financial instruments are set off in accordance with HKAS
32. As the Group is not setting off financial instruments in
accordance with HKAS 32 and does not have relevant offsetting
arrangements, the amendment does not have an impact on the
Group.

HKFRS 10 Consolidated Financial Statements and HKAS 27
Separate Financial Statements

HKFRS 10 establishes a single control model that applies to all
entities including special purpose entities. HKFRS 10 replaces
the parts of previously existing HKAS 27 Consolidated and
Separate Financial Statements that dealt with consolidated
financial statements and SIC-12 Consolidation - Special
Purpose Entities. HKFRS 10 changes the definition of control
such that an investor controls an investee when it is exposed,
or has rights, to variable returns from its involvement with the
investee and has the ability to affect those returns through
its power over the investee. To meet the definition of control
in HKFRS 10, all three criteria must be met, including: (a) an
investor has power over an investee; (b) the investor has
exposure, or rights, to variable returns from its involvement
with the investee; and (c) the investor has the ability to use its
power over the investee to affect the amount of the investor's
returns. HKFRS 10 had no impact on the consolidation of
investments held by the Group.
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ACCOUNTING POLICIES (continued)

New standards, interpretations and amendments adopted
by the Group (continued)

HKFRS 11 Joint Arrangements and HKAS 28 Investment in
Associates and Joint Ventures

HKFRS 11 replaces HKAS 31 Interests in Joint Ventures and SIC-
13 Jointly-controlled Entities — Non-monetary Contributions by
Ventures. HKFRS 11 removes the option to account for jointly
controlled entities (JCEs) using proportionate consolidation.
Instead, JCEs that meet the definition of a joint venture under
HKFRS 11 must be accounted for using the equity method.
HKFRS 11 is effective for annual periods beginning on or after 1
January 2013. The amendment did not have an impact on the
interim condensed consolidated financial statements for the
Group.

HKFRS 12 Disclosure of Interests in Other Entities

HKFRS 12 sets out the requirements for disclosures relating
to an entity’s interests in subsidiaries, joint arrangements,
associates and structured entities. None of these disclosure
requirements are applicable for interim condensed
consolidated financial statements, unless significant events
and transactions in the interim period requires that they
are provided. Accordingly, the Group has not made such
disclosures.

HKFRS 13 Fair Value Measurement

HKFRS 13 establishes a single source of guidance under HKFRS
for all fair value measurements. HKFRS 13 does not change
when an entity is required to use fair value, but rather provides
guidance on how to measure fair value under HKFRS when fair
value is required or permitted. The application of HKFRS 13 has
not materially impacted the fair value measurements carried
out by the Group.
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ACCOUNTING POLICIES (continued)

New standards, interpretations and amendments adopted
by the Group (continued)

HKFRS 13 Fair Value Measurement (continued)

HKFRS 13 also requires specific disclosures on fair values, some
of which replace existing disclosure requirements in other
standards, including HKFRS 7 Financial Instruments: Disclosures.
Some of these disclosures are specifically required for financial
instruments by HKAS 34.16A(j), thereby affecting the interim
condensed consolidated financial statements period.

In addition to the above-mentioned amendments and new
standards, HKFRS 1 First-time Adoption of Hong Kong Financial
Reporting Standards was amended with effect for reporting
periods starting on or after 1 January 2013. The Group is not a
first-time adopter of HKFRS, therefore, this amendment is not
relevant to the Group.

The Group has not early adopted any other standard,
interpretation or amendment that has been issued but is not
yet effective.
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SEGMENT INFORMATION

For management purposes, the Group is organized into
business units based on their products and services and there
is one reportable operating segment: the manufacture and sale
of knitwear products. Management monitors the operating
results of its business units as a whole for the purpose of
making decisions about resources allocation and performance
assessment.

In the opinion of the directors, majority of the revenue was
generated from customers which located world-wide locations,
and therefore, the disclosure of location of customers in the
condensed consolidated financial statements would not be
meaningful.

97% of the non-current assets of the Group were located in the
People’s Republic of China (‘PRC") as at 30 June 2013 (as at 31
December 2012: 99%).

Information about major customers

Revenue from major customers which accounts for 10% or
more of the Group's total revenue are as follows:

BEANA=THLAHEA

For the six months ended 30 June

—EB—-=F —E——F

2013 2012

AR¥T ARBFIT

RMB’000 RMB'000

=R Customer A 1,202,667 816,447
=2EZ Customer B 1,064,576 1,064,210
=2FR Customer C 866,332 766,621
®PT Customer D 542,015 356,580

3,675,590 3,003,858
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5. EXPENSES BY NATURE

Expenses included in cost of sales, selling and distribution costs

and administrative expenses are analysed as follows:

BEAA=THLEAREAR

For the six months ended 30 June

—E—-=F —E——%F
2013 2012
AR¥T ARMETF T
RMB’000 RMB'000
BERAMX Employee benefit expenses
IERFS Wages and salaries 1,104,977 904,035
RRAE AR Retirement benefit contributions 53,221 30,673
H {18 7 Other benefits 36,747 33,850
1,194,945 968,558
WE #HHEMRERS Depreciation, amortisation and
impairment expenses 199,271 175,805
SR RLRERBNEEEE  Changes in inventories of finished
goods and work in progress (411,369) (67,375)
FT A& R MR OB FE Raw materials and consumables utilized 2,332,989 1,922,455
N=EES Utilities expenses 255,768 223,191
HNE Outsourcing 42,103 18,327
MELEHERX Operating lease expenses for properties 29,923 18,962
EwHRX Transportation expenses 24,553 23,032
B Donation 16,318 548
MAEMA Office expenses 16,220 17,925
ik Commission 9,869 14,064
R Entertainment expenses 9,770 8,692
ZIRE Traveling expenses 4,142 3416
A & Inspection fees 3,213 8,895
E i Other expenses 76,244 81,700
BIHER - HE & Total cost of sales, selling and distribution
DR AMITHRAX costs and administrative expenses 3,803,959 3,418,195




Interim Report 2013 RS

BN EIBR Mz A R AR Shenzhou International Group Holdings Limited

1 BARGBRAR & B 15 R P

Notes to the Interim Condensed Consolidated Financial Statements

6. Htg ARz

6.

OTHER INCOME AND GAINS

BEANA=THLAEA

For the six months ended 30 June

—E—=F —E——F
2013 2012
ARMET T AR®EF T
RMB’000 RMB'000

Hapg A Other income
IR AT 22 B Government incentives 221,021 89,107
RITH BN Bank interest income 16,126 15,969
Ha2WA Rental income 8,911 -
246,058 105,076

U 35 Gains

PE X W zk, (E518) F 58 Exchanges gains/(loss), net (18,659) 6,870
227,399 111,946

7. HipxX

7.

OTHER EXPENSES

BEANA=THLAEA

For the six months ended 30 June

—E—=f —E——4F
2013 2012
AR¥F T AR¥ETFTT
RMB’000 RMB'000

HEME WE R Loss on disposal of items of property,
REERB KB plant and equipment 4,234 601
GiERc AN Rental cost 4,836 -

9,070 601
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8.

Bt & p A 8. FINANCE COSTS

BEANA=THLAEA

For the six months ended 30 June

—EB—-=F —ET——F
2013 2012
ARET ARBFIT
RMB’000 RMB'000
ERAFRNEBHEEREZ Interest on bank loans, overdrafts and
WITER BIR other loans wholly repayable
HMERZFHE within five years 5,611 15,369
FR&EH 9. INCOME TAX
BHE_ZE—=FfK-FT—Z-_FA=1H The major components of income tax for the six months ended
LE7XME R 2 Fris %RIEW DA 30 June 2013 and 2012 are:
BEANA=1+HILA<EA
For the six months ended 30 June
—E—=F —E——F
2013 2012
ARET R ARBFT
RMB’000 RMB'000
BB EHBRER Current Hong Kong profits tax 16,710 28,176
FREARE 2 B B EFTSHL Current Mainland China corporate
([EEER]) income tax ("CIT") 243,207 181,548
PRAEFR IR Deferred taxation 518 681)
260,435 209,043
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EH &)

BREFEHERBERE (—NANNFER
fR)FE R ARRIEEAREERITHREA
W AERBYEEIBARRHARAE
P AS M B SRR A W IR B - R
ARAREBBREERY REARBEEEZ
mEtEARBA B ARI6.5% (BE T ——
FARA=ZTRHENMEA 16.5%) 2 B REM
FRENEH -

REBRZES ([RBE TSk
YZMBARBASNER RRAZS
WBARNRBEZES W EZE S (R
B ER) NERNABEZBESETT
7S Bt RIREE 2 B S A
2B RRKFIZREBR LA ([KZFE])
BEEREERAF BEEEEERA
A SBEGBVHERAT LEFBRAGFY
DA - AR KRR BB R EWERE
%o WMERBBEE ZGHFTERBABER
165% (2T ——FNA=+HLEAHE
A:165%) ZHEBAEEFEBH -

RRERERTMHILZ2EWNBE R B R
MRIFERAR AR (THRMRIFER]) RAT
g (R )BR AR ([KTRER] R
BRIEE D BI1R20% K 9% R BN FTSH -
7 PO E T R R R AR P S A o R
N 3R 37 58 R K T 3R 3 32 10 HA PR 3f 4 e AR X
I o

REBEMK Iz 2EMWBRFIRANESE
BRARXKFR(BB)BREERARAEEE
(BB)BRATARIS% (BHE-T——
FRNAZTALEAMEA 165% ) HERNRE
BEEZ G ERBFBANFEH -
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INCOME TAX (continued)

Pursuant to Section 6 of the Tax Concessions Law (1999
Revision) of the Cayman Islands, the Company has obtained an
undertaking from the Governor-in-Council that no law which
is enacted in the Cayman Islands imposing any tax to be levied
on profits or income or gain or appreciation shall apply to the
Company or its operations. As the Company carries on business
in Hong Kong, it is subject to Hong Kong profits tax at a rate of
16.5% (for the six months ended 30 June 2012: 16.5%) on the
estimated assessable profits arising in Hong Kong.

The subsidiaries incorporated in the British Virgin Islands (“BVI)
are not subject to income tax as these subsidiaries do not have
a place of business (other than a registered office only) or carry
on any business in the BVI. Accordingly, Top Always Investments
Ltd. ("Top Always"), Buddies Investments Limited, Buddies
Group Limited, Maxwin (B.V.1) Limited and Gain Lucky Limited,
subsidiaries incorporated in the BVI, are not subject to tax. As
Top Always was engaged in the property leasing business in
Hong Kong, it is subject to Hong Kong profits tax at the rate of
16.5% (for the six months ended 30 June 2012: 16.5%) on the
estimated assessable profits arising in Hong Kong.

Shenzhou (Cambodia) Co., Ltd. (“Shenzhou Cambodia”) and
Dagian Textile (Cambodia) Co., Ltd (“Dagian Cambodia”),
wholly-owned subsidiaries incorporated in the Kingdom of
Cambodia, under the Law on Taxation, are subject to income
tax at a rate of 20% and 9% respectively, and are entitled to be
exempted from income tax for the first four profit-making years.
Shenzhou Cambodia and Dagian Cambodia had no assessable
profits during the period.

Shenzhou Trading Company Limited, Top Always (Hong Kong)
Investments Limited and Maxwin (Hong Kong) Limited, wholly-
owned subsidiaries incorporated in Hong Kong, are subject to
profits tax at a rate of 16.5% (for the six months ended 30 June
2012: 16.5%) on the estimated assessable profits arising in Hong
Kong.
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10.

FEH &)

REXREMRIZZENBARBMNB AR
g ([HRMNAAR]) REREERLHR
F30%F N B ARNELEZ ERBABEAFRE
Mo R EIM BN B AR | B AN E T
J& SR BRI E - B Bk B S P 1S BT B B
e

RIBRFIARPOE  RORFEMKIL2E
MEBAREFE ORPIMFAXRSE) AR
REVERRHRRPIFTISRHITH -

BRIBHEARAMBEEERSTE ([Fd
EEHA])  ZTENB AR RHAR
¥ bR PTEBUAR B 2 R A B IZ25%
2B -

BAAEBERRERFE AR
BRE

—

HAS QAT BERRERSEABRGERE
F TR B E QR R ERFE ARMLERE FIE
AR 920,461,000t (BE-T——%F
ANAZTHIERMEA AR %826833,000
L) KRB BEITE @R NEFYELY
1,331,1440008 (i 2= —=—F A=+
B 1E751E A :1,275,824,0000% ) 515 o

AEEVERERTZIEBRABEEEY
2,

10.

INCOME TAX (continued)

Shenzhou Japan Co,, Ltd. (“Shenzhou Japan”), a wholly-owned
subsidiary incorporated in Japan, under the Law of Taxation, is
subject to income tax at a rate of 30% of the assessable profits
arising in Japan. No provision for Japan income tax has been
made as Shenzhou Japan had no assessable profits arising in
Japan during the period.

Buddies (Macao Commercial Offshore) Limited, a wholly-
owned subsidiary incorporated in Macao, is exempted from
Macao Complementary Tax pursuant to Macao's relevant tax
legislations.

Pursuant to the Corporate Income Tax Law of the People’s
Republic of China (the “New CIT Law"), the assessable income
of each of the PRC subsidiaries for the period as determined
in accordance with the New CIT Law is subject to a tax rate of
25%.

EARNINGS PER SHARE ATTRIBUTABLE
TO ORDINARY EQUITY HOLDERS OF THE
PARENT

The calculation of earnings per share attributable to ordinary
equity holders of the parent for the period is based on the
consolidated profit attributable to equity holders of the parent
of approximately RMB920,461,000 (six months ended 30 June
2012: RMB826,833,000) and on the weighted average number
of approximately 1,331,144,000 (six months ended 30 June
2012: 1,275,824,000) ordinary shares in issue.

The Group had no potentially dilutive ordinary shares in issue.
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11.

12.

RE

BEEEeN _E—=F/ A=+, BA
BrrRER BEITIAERREHE -
—ZEXA=ZF+HIEANEAZFEEKE -

EXREX

11. DIVIDEND
Pursuant to the resolution passed by the Board on 26 August

2013, the directors did not recommend the payment of an
interim dividend for the six months ended 30 June 2013.

12. CAPITAL EXPENDITURES

YESY AR L

B EFE FAK#E /s
Property, Prepaid
plant and land lease Water
equipment payments use right Software
ARBT T ARBFT ARBFT ARBEFT
RMB'000 RMB'000 RMB'000 RMB'000
BE-ZE—-F For the six months ended
ARBZ=Zt+HLEXREAR  30June2012
MZZE—=F—H—H Opening net book amount
2 BB R R at 1 January 2012 2,974,958 547,407 105,888 3,840
NE Additions 290,521 3,744 - 1,345
& Disposals (675) - - -
e/ HH Depreciation/amortisation (166,584) (5692) (3,225) (304)
BE X E Exchange differences 170 - - -
RZE——F Closing net book amount
ANA=t+HRZ at 30 June 2012
HRBREF 8 3,098,390 545,459 102,633 4,881
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12. EXBEX (#) 12. CAPITAL EXPENDITURES (continued)
ME - BER Bt
B4 HENE Ak B
Property, Prepaid
plant and land lease Water
equipment payments use right Software
ARBT R ARBTR ARBTR AR¥T
RMB’000 RMB'000 RMB'000 RMB'000
BE-Z2-—= For the six months ended
ARA=ZTHLEXREA  30June2013
RZZ—=F—H—H Opening net book amount
ZEARE SR at 1 January 2013 3,314,100 539,275 99,438 5,636
wE Additions 292,763 34,268 = 1,514
& Disposals (4,770) = = =
e HH Depreciation/amortisation (189,058) (6,573) (3,225) (415)
bE 5 =5 Exchange differences (1,140) = = =
RZZE—=F Closing net book amount
~NAZt+EBZ at 30 June 2013
IR AR S 58 3,411,895 566,970 96,213 6,735
13. 78 13. INVENTORIES
—E—-=F —E—CF
~NA=t+H +=-—A=+—8
30 June 31 December
2013 2012
ARMT T AR®ETF T
RMB’000 RMB'000
R Raw materials 265,714 334,016
TE M Work in progress 1,299,874 1,012,070
UK M Finished goods 701,914 578,349

2,267,502 1,924,435
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14. BRERRRERE 14. TRADE AND BILLS RECEIVABLES
REFEREFPESARETEZUEEER The Group's trading terms with its customers are mainly on
ET EEHANEANA -2 REEES credit with credit terms of within six months. Overdue balances
ERR S B AL R o RUR R BB 2 BRI are reviewed regularly by senior management. The ageing
DT analysis of trade and bills receivables is as follows:

—_E—= —E——4F
AA=+H +-A=+—8
30 June 31 December
2013 2012
AR¥T ARBETF T
RMB’000 RMB'000
=EAR Within 3 months 1,399,724 1,367,438
=EANRE Over 3 months 62,288 30,321
1,462,012 1,397,759
FEWERREE REEEENAERS - The carrying amounts of trade and bills receivables

approximate to their fair values.

15. ANRIE RENEMEWFIE 15. PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

—E—=F —E——%F
ANA=t+H +=-A=+—H
30 June 31 December
2013 2012
AR® T ARBFIT
RMB’000 RMB'000
FERRIBERIZS Prepayments and deposits
—BERM — Purchase of raw materials 73,092 58,602
—BEWE BEKR — Purchase of items of property,

B paEl= plant and equipment 40,536 8,992
—FEfHe kiZE — Prepaid rental and deposits 92,415 98,905
—HAth - Others 2,099 500

FEUT K AT Uk B2 (EFLRFN VAT refund receivable and recoverable 213,100 104,801
b fE W FKIE Other receivables 75,746 58,635

496,988 330,435
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16. ST €/ T A 16. DERIVATIVE FINANCIAL INSTRUMENTS
—E—=F —E—_F
~NA=tH +=-A=+—H

30 June 31 December

2013 2012

a& afE

Liabilities Liabilities

ARMT T AR®EF T

RMB’000 RMB'000

REEHSH Forward currency contracts = 9,550
RHEBEHNCEREREAALERS - The carrying amounts of forward currency contracts

approximate to their fair values.

EHEYEN-HERELH Forward currency contracts - cash flow hedges
RZEBE-—=FA=1TH AEEHEET As at 30 June 2013, the Group held certain forward currency
RHE®EEY BERERHRZEREGIE contracts designated as hedges in respect of expected future
PHE2E ARG sales to overseas customers.
AEBEERBHARHENRERERE The terms of the forward currency contracts have been
BalhzFH - AEEENH S —=FF negotiated to match the terms of the expected future sales. The
FHEHRREECREREYH RET cash flow hedges relating to expected future sales in the year
DB 2013 were assessed to be highly effective.
RZE—=FARA=1+H TEEHHFRYT As at 30 June 2013, the Group had outstanding foreign
2 9N & #950,000,0003€ 7T + EIEAE N F11E currency contracts of US$50,000,000 with periods ranging from

AE3EAR- 1 month to 3 months.
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17. BENRAREE 17. TRADE AND BILLS PAYABLES
REZEB BNEFRRERZEERS TN An aged analysis of the trade and bills payables as at the
T balance sheet date, is as follows:
—E—-=F —E——%F
AA=+H +=ZA=+—~”
30 June 31 December
2013 2012
AR®BT R ARBFT
RMB’000 RMB'000
NEAR Within 6 months 430,188 378,454
ANEAE—F 6 months to 1 year 3,479 691
—FEMF 1 year to 2 years 5,061 10,105
GESY . Over 2 years 7,197 7,849
445,925 397,099
18. H fth F& A4 ;X8 ) FE 5T RUIE 18. OTHER PAYABLES AND ACCRUALS
—E—=F —E——%F
~B=+H +=-A=+—H
30 June 31 December
2013 2012
ARET R AREFTT
RMB’000 RMB'000
JEETF X Accrued expenses 148,448 186,676
FKERE I FRIE Payable for water use right 76,000 76,000
BEWE BER Payables for purchase of property,
Rz EMFE plant and equipment 26,527 23,965
BHRETIEREZRES Guarantee deposits related to
construction projects 11,927 12,868
H b e F7 18 Other taxes payable 24,934 89,850
FERTFEEBIMEREZS 2 IRE. Dividends payable to
non-controlling interests 1,112 587
b FE T 5RIB Other payables 33,974 41,833
322,922 431,779

HiENFIARER A FREELEER
ARERE HEMEMNRETES -

The carrying amounts of the other payables and accruals
approximate to their fair values. Other payables are non-
interest-bearing.
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19. &iE 19. COMMITMENTS
(a) EAREIE (a) Capital commitments
—E—=F —E——F
~B=+H +=-—A=+—H
30 June 31 December
2013 2012
ARET R AREBFTT
RMB’000 RMB'000
BEI{ERBHE Contracted but not provided for:
-BEBMLI - Acquisition of prepaid land
HEFIAR lease payments and property,
W BE & plant and equipment
Rifh 223,448 70,332
—EEYE- — Construction of property,
[R5 N R plant and equipment 132,297 48,849
355,745 119,181
(b) REEEBHHIEESYN (b) © Outstanding forward foreign exchange contracts
RZZE—=F"A=+H *x5£EH As at 30 June 2013, the Group had commitments
BRARTRRINESH Z&E A in respect of outstanding forward foreign exchange
MEAEMEARN(ZE—Z=F+= contracts to sell US$50,000,000 (31 December 2012:
A=+—HAEAEEARN)ELE US$120,000,000) for approximately RMB308,440,000
50,000,000 T (ZF —Z—F + = A (31 December 2012: approximately RMB754,260,000)
=+ —H :120,000,0003 7T ) JA #2 B within periods ranging from 1 month to 3 months (31
# N R #308,440,000 (T — — 4 December 2012: from 1 month to 5 months).
TZA=1+—H: HARM754,260,000
T e
20. FAREE 20. CONTINGENT LIABILITIES
REERZZE—=FA=+HUELBEKRK The Group did not have significant contingent liabilities as at 30

RBE(ZE——F+-_A=+—H:&E)- June 2013 (31 December 2012: Nil).
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21. BBALIRS 21. RELATED PARTY TRANSACTIONS
(a) EBERHIA T Z2HEXRS (a) Continuing transactions with related parties
AEFEHE_TE—=ZFR=-_T——-F The Group had the following continuing significant
NA=ZTHIEREAEEERA L+ transactions with its related parties, including directors
(PREFRABEAARAERR and their associates and companies controlled by the
RES 2 AR ETTIFEEAR controlling shareholder, for six months ended 30 June
2 2013 and 2012:

BEAA=THLEAREAR

For the six months ended 30 June

—E—=F —E——HF
2013 2012
AR®T ARBETF T
RMB’000 RMB'000
MEREBEMNEZEABRARF Lease of property, plant and
(fEAMEZE]) equipment from Ningbo Shenzhou
HEME BFERH&HE Properties Company Limited
("Shenzhou Properties”)* 3,631 3,631
TR B Mt A A Provision of processing services from
BIRAR] Ningbo Shenzhou Shitong Knitwear
(et ) Co. Ltd. ("Shenzhou Shitong")*
R I T AR 75 7,015 6,931
AR HE SR ETR B M Purchase of packaging materials from
BRAA Shaoxing County Huaxi Packaging
([ZEmBELAFR])*  Materials Company Limited
REBR Y ("Huaxi Packaging Company")** 20,944 19,409
* BMEZE RN BBEARAREP— : Shenzhou Properties and Shenzhou Shitong are
BHITE ST controlled by one of the Company's executive directors.
oo EEAERQATHEAARER—EH *  Huaxi Packaging Company is controlled by the relatives
TEEZHBIES - of one of the Company's executive directors.
MEBRAT 2 RKBEREERIESHE The purchases and lease from the related parties were
RAMETIZEFPRHEZARERR made according to the published prices and conditions
BRI HETT o offered by the related companies to their major

customers.
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21. BBALERZ (#) 21. RELATED PARTY TRANSACTIONS (continued)
(b) EBERHATZHMRES (b) Other transactions with related parties
RE@EcETRITERREREENU Certain bank loans and credit facilities of the Group are
WITESEH 28 TRAEER guaranteed by the certain companies controlled by the

executive Directors.

() EERIEEA LT Z#8R (c) Outstanding balances with related parties
REBEHAEFBEALTBUTERE The Group had the following significant balances with its
=3 related parties:

—E—-=F —E——%F
AA=tB +ZA=+—H
30 June 31 December
2013 2012
AR®T T ARMETF T
RMB’000 RMB'000

FE S BEE A 5B Amounts due to related parties

—RE 5 A —Trade related
EREBERAA Huaxi Packaging Company - 3,288
FRM 3/ Shenzhou Shitong 1,139 -
1,139 3,288
(d EEEBEAEMS (d) Key management compensation
BEAA=1THLAEA
For the six months ended 30 June

—E—-=F —E—_4F
2013 2012
AR®T R AREBTTT
RMB’000 RMB'000

o hEM Salaries and other short-term
MEEE R employee benefits 9,379 5,451
BEEL 2 B A Post-employment benefits 52 32

9,431 5483
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HEZZT—=F"A=THLEAEA £xEEMR
TAREPHHERMAHER % (BRE_-ZT
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HELZEPRMEREFRBSIEFHEANERE
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RBEZE-_ZT—=FR"A=1+HIEXER EQF
SEMEREARANETMAHBARFAEHRF
ZAEMEBEB IR

BERESTHRAEREDTRAGH
EZRRE

/

R-ZB—=FR"A=1+H REZFLHPEHKH
(IBHREERG]) EXVEBETRESHBEANE
ARBNMEBEBBAEXHAARAT ([BRPAT]) -

WRE R 7 LB GO E3525M 7 B 2 B
Frel sSRIBBE XA E S B AR (T EmARAL)
WL%%TTA%%LTT E5 R HRRESTRI (1R
TR EHEARNRANBRAN AREAREE
ERBRRTRABRBEARTLERBZER (12
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I hkEEEzERIAR (BEREREAZLHE

BPZZEGXEAZEEETARSTHRARHE
BRERUERA 2 EmPRR )T

BN EIBR Mz A R AR Shenzhou International Group Holdings Limited
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Other Information

MAJOR CUSTOMERS AND SUPPLIERS

During the six months ended 30 June 2013, the Group's sales to the
top five customers accounted for approximately 86% (during the
six months ended 30 June 2012: 79%) of its total sales; the Group's
purchases from the top five suppliers accounted for approximately
26% (during the six months ended 30 June 2012: 27%) of its total
purchases. The Group aims to maintain long-term cooperative
relationship with reputable customers and suppliers in the expansion
of its business.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESSES

During the six months ended 30 June 2013, none of the directors of
the Company had any interest in any business competing with the
Company or any of its subsidiaries.

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN THE
SHARES OF THE COMPANY

As at 30 June 2013, the interests and short positions of the Directors
and chief executive of the Company in the shares, underlying shares
and debentures of the Company and its associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance (“SFO")) which were notified to the Company and The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests
and short positions which were held or deemed to be held by any
such directors or chief executive under such provisions of the SFO)
and were recorded in the register maintained by the Company
pursuant to section 352 of the SFO, or which were notified to the
Company and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model
Code") contained in the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”), were as follows:
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Long positions in ordinary shares of the Company

EEAREEIT

e B aE SO RERER RHOBE BREBLYED (%)

Approximate

Percentage of

the Issued Share

Capacity and Capital of

Name Notes Nature of Interest Number of Shares the Company

ket 5 ite 1 NGIE: £ 750,332,500 53.63%

Mr. Ma Jianrong 1 Corporate interest 750,332,500 53.63%

BIFEE N 89,217,500 6.37%

Mr. Ma Renhe Corporate interest 89,217,500 6.37%
B 5 Notes:

R-ZE—Z=ZFXNA=Z1+H HBERERQA([H
K| —FXREBEZBESFMARIZBBRAE)
FE 75033250008 %0 i TEFHEERA A
(TFEE]) BMX (HK) LTD. ([BMX | ) R FjzE D 2
AR A ([FIZE]) BI5 R A 2 A 714980.08%
13.9206126.00% 7 #Ewm - TEB (—KREBEX
HEAMKICBRAR)BERETELER
BoBMX (—RREBRLZHSHMRLZ AR
AR AEAMTE (BEREREECHKAREE
BEEZ LB )2EREB - FE (—KREBEX
HEAMKIzBRAR) BHERLE (BEE
REEZRE) 2EHRE - BEES REERD
R EWIR AR IBERFTIF A 2750,332,5000%
MRAD R B W o o

RZE—=F X NA=+tH E=aS5EBAEHRAAF
(IBm) " XREBEREZHESEMAIZER
AR5 7589,217,5000% A& 13+ TMCC Group Ltd.
(IMCCH EAEBETRRAERERKE (BN
TESBYEBLL THEEEERFEDTEER
BEEE (RZE—=FNAATAAET) )5S
BIEH A F)70.17% K. 29.83% 2 #E2E o MCC (—F
NEBELZBESEMRIBR A HRITE
ERCAEE (ABRREEZER) 2 EHRE -
RIEFESRBEED SEMEEREARES
BT 289,217,50008 A% 1D B A 25 -

As at 30 June 2013, 750,332,500 Shares were held by Keep Glory
Limited ("Keep Glory”), a company incorporated in the British
Virgin Islands with limited liability, which in turn was owned as
to approximately 80.08% by Splendid Steed Investments Limited
("Splendid Steed"), approximately 13.92% by BMX (HK) LTD. ("BMX")
and approximately 6.00% by Super China Enterprises Limited (“Super
China"). Splendid Steed, a company incorporated in the British Virgin
Islands with limited liability, is wholly owned by Mr. Ma Jianrong. BMX; a
company incorporated in the British Virgin Islands with limited liability,
is wholly owned by Mr. Huang Guanlin (brother-in-law of Mr. Ma
Jianrong and son-in-law of Mr. Ma Baoxing). Super China, a company
incorporated in the British Virgin Islands with limited liability, is wholly
owned by Mr. Ma Baoxing (father of Mr. Ma Jianrong). By virtue of the
SFO, Mr. Ma Jianrong is deemed to be interested in the 750,332,500
Shares held by Keep Glory.

As at 30 June 2013, 89,217,500 Shares were held by Fairco Group
Limited (“Fairco”), a company incorporated in the British Virgin Islands
with limited liability, which in turn was owned as to 70.17% by MCC
Group Ltd. ("MCC") and 29.83% by certain senior management of
the Group including Ms. Zheng Miaohui and Mr. Wang Cunbo (both
executive Directors) and Mr. Chen Zhongjing (a non-executive Director,
resigned on 16 September 2013). MCC, a company incorporated in the
British Virgin Islands with limited liability, is wholly owned by Mr. Ma
Renhe, an executive Director and cousin of Mr. Ma Jianrong. By virtue
of the SFO, Mr. Ma Renhe is deemed to be interested in the 89,217,500
Shares held by Fairco.
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Save as disclosed above, as at 30 June 2013, none of the Directors
and chief executive of the Company had or was deemed to have
any interests or short positions in the shares, underlying shares or
debentures of the Company and its associated corporations (within
the meaning of Part XV of the SFO), which were recorded in the
register maintained by the Company pursuant to section 352 of the
SFO or which were notified to the Company and the Stock Exchange
pursuant to the Model Code.

At no time during the period was the Company, or any of its
holding companies, its subsidiaries or its fellow subsidiaries a party
to any arrangement to enable the Directors or chief executive
of the Company (including their spouses and children under 18
years of age) to benefit from the acquisition of the shares or
underlying shares in, or debentures of, the Company or its associated
corporations.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN THE SHARES OF THE
COMPANY

At 30 June 2013, the following persons who held interests in 5% or
more of the issued share capital of the Company, other than the
Directors of the Company, were recorded in the register of members
required to be kept by the Company pursuant to section 336 of the
SFO:

REAREBRPZHE Long positions in ordinary shares of the Company
R NGRS £y
=r ik B RERER ROHBE BREIBHOEDL %)
Approximate
Percentage of
the Issued Share
Capacity and Capital of
Name Notes Nature of Interest Number of Shares the Company
IiES 1 ERBEBA 750,332,500 53.63%
Keep Glory 1 Beneficial owner 750,332,500 53.63%
FES 1 NGIE: £ 750,332,500 53.63%
Splendid Steed 1 Corporate interest 750,332,500 53.63%
Bo ERBEBA 89,217,500 6.37%
Fairco Beneficial owner 89,217,500 6.37%
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Approximate
Percentage of
the Issued Share

Capacity and Capital of
Name Notes Nature of Interest Number of Shares the Company
MCC 2 NGIE: 3 89,217,500 6.37%
MCC 2 Corporate interest 89,217,500 6.37%
P& Notes:

RIZE—=ZF A=+t HE(—FKREEE
ZESFMAKZZBR AR FEAE750332,5000%
- mTFES BMXEFIZE R 5 B S Z A A
80.08% * 13.92% %6.00% 2 o TRE (— RN &
BEAZBEFMNIZERAR) AFRELEES
BHEE - BUX (—RRABREZESAMKILI A
RAR)RERAMAEREEE - FlIZFE (—FKNE
BEAZBEESFAMKIZERAR)HEEHELE
(BERREEZXHR)2EREB - BEESFLH
BIEH TREEWHEARREREHR 2750,332,500
BRI

2. RIZE—=FXA=1H 85 (—xXREBE
RS M 2 BRAAF])#5589,217,500% ik
B MMCCERAEBETERERENKE (B
HITEESYELL FEREERIENTES
REEEE (RZT—=FNA+/xBEE) )8
D RIEEZ A R70.17% 5% 29.83% 2 #zs e MCC (—
FREBRELZBEFMK L ZEARAR) BHIT
EEECNMAEE (AERLEEZER)2EH
B-RBEBFLHRBEBED MCCREARE ST
582892175000 1 R R A HES -

BREXFIEBEEN RZZ—=F A A=1H K
ARBES (HEDRFEN EX [EFRESTERA
BRARARMDHER AR —8) 5N HEE
A TR AR TR BB FHEERIEES
NEIEGRDIZE336F A T o ik < Em SOK R

1. As at 30 June 2013, 750,332,500 Shares were held by Keep Glory, a
company incorporated in the British Virgin Islands with limited liability,
which is owned as to 80.08% by Splendid Steed, 13.92% by BMX and
6.00% by Super China. Splendid Steed, a company incorporated in the
British Virgin Islands with limited liability, is wholly owned by Mr. Ma
Jianrong. BMX, a company incorporated in the British Virgin Islands
with limited liability, is wholly owned by Mr. Huang Guanlin. Super
China, a company incorporated in the British Virgin Islands with limited
liability, is wholly owned by Mr. Ma Baoxing (father of Mr. Ma Jianrong).
By virtue of the SFO, Splendid Steed is deemed to be interested in the
750,332,500 Shares held by Keep Glory.

2. As at 30 June 2013, 89,217,500 Shares were held by Fairco, a company
incorporated in the British Virgin Islands with limited liability,
which is owned as to 70.17% by MCC and 29.83% by certain senior
management of the Group including Ms. Zheng Miaohui and Mr.
Wang Cunbo (executive Directors) and Mr. Chen Zhongjing (a non-
executive Director, resigned on 16 September 2013). MCC, a company
incorporated in the British Virgin Islands with limited liability, is wholly
owned by Mr. Ma Renhe, an executive Director and a cousin of Mr. Ma
Jianrong. By virtue of the SFO, MCC is deemed to be interested in the
89,217,500 Shares held by Fairco.

Save as disclosed above, as at 30 June 2013, no person, other than the
Directors of the Company, whose interests are set out in the section
headed "Directors and Chief Executives’ Interests and Short Positions
in the Shares of the Company” above, had interest or short position in
the shares and underlying shares of the Company that was required
to be recorded pursuant to section 336 of the SFO.
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DIVIDENDS

At the Company's annual general meeting held on 28 May 2013,
the shareholders of the Company approved the payment of a final
dividend of HK$0.70 (equivalent to RMB0.57) (including a special
dividend of HK$0.20) per share for the year ended 31 December
2012 to the shareholders whose names appeared on the register of
members of the Company at the close of business on 7 June 2013.
The cash dividend was paid by the Company on 26 June 2013 in cash.

The Board does not recommend the payment of any interim dividend
for the six months ended 30 June 2013 (for the six months ended 30
June 2012: Nil) and proposes to retain the profit for the period.

CORPORATE GOVERNANCE

On 9 October 2005, the Board adopted its own Code of Corporate
Governance, which covers all of the code provisions and most of the
recommended best practices of the Code On Corporate Governance
Practices (the “CG Code") as set out in Appendix 14 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) (the “Listing Rules”). The Board
also reviews and adopts the latest amendments to the CG Code from
time to time.

The Company has complied with all the code provisions of the CG
Code throughout the six months ended 30 June 2013.

There have not been any material changes to the Company’s
corporate governance practices during the reporting period as
compared with the information disclosed in the 2012 annual report.
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Terms of Reference of Board Committees

In order to comply with the Listing Rules and the CG Code, the terms
of reference of the audit committee, the nomination committee and
the remuneration committee of the Company have been revised
accordingly. Such terms of reference and the list of Directors and
their roles and functions have been published on the websites of the
Company and the Stock Exchange respectively.

Responsibilities of Directors

All Directors should participate in continuous professional
development to develop and refresh their knowledge and skills
pursuant to the code provision A6.5 set out in the CG Code. The
Company has arranged for continuous professional development on
the updates of the Listing Rules and the related legal and regulatory
requirements for the Directors.

Corporate governance functions

The Company has adopted the terms of reference for corporate
governance functions on 26 March 2012 in compliance with the
code provision D.3 set out in the CG Code, effective from 1 April
2012. Pursuant to the terms of reference of the corporate governance
functions, the Board shall be responsible for developing and
reviewing and/or monitoring the policies and practices of corporate
governance of the Group; training and continuous professional
development of the Directors and senior management and
making recommendations; compliance with legal and regulatory
requirements; the code of conduct and compliance manual (if
any) applicable to employees and the Directors; and the Group's
compliance with the CG Code.
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Communications with shareholders

Pursuant to the code provision E.1.2 set out in the CG Code, the
Company invited representatives of the external auditors of the
Company to attend the annual general meeting of the Company held
on 28 May 2013 to answer shareholders' questions about the audit,
the preparation and content of the auditors’ report, the accounting
policies and auditors’ independence.

The Company has adopted a shareholders’ communication policy
and procedures for shareholders to propose a person for election
as a Director with effect from 26 March 2012. The policy and the
procedures are available on the website of the Company.

SECURITIES TRANSACTIONS OF DIRECTORS

The Company has adopted the Model Code set out in the Listing
Rules as the Company's code of conduct regarding Directors'
securities transactions (the “Securities Trading Code”). A copy of
the Securities Trading Code is provided to all Directors on their
appointments. Reminders will be issued twice a year, being 30 days
prior to the Board meeting approving the Company's interim results
and 60 days prior to the Board meeting approving the Company’s
annual results, reminding the Directors that they are not allowed to
deal in the Company's securities prior to the announcement of its
results (the period during which the Directors are prohibited from
dealing in shares) and that all transactions must comply with the
Securities Trading Code. Upon specific enquiries on this matter, all
Directors have confirmed their strict compliance with the relevant
provisions of the Securities Trading Code throughout the period.

The senior management may be in possession of unpublished
price-sensitive information due to their duties within the Company,
and, hence, is required to comply with the Securities Trading Code.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

On 28 June 2013, the Company completed the placing of 69,000,000
new shares at a price of HK$22.4 per share. Proceeds net of related
share issue expenses amounted to approximately HK$1,527,464,000.
For the details of the placing, please refer to the announcements of
the Company dated 18 and 28 June 2013 respectively.

Save for the placing of existing shares of the Company mentioned
above, neither the Company nor any of its subsidiaries has purchased,
redeemed or sold any of the Company’s listed securities during the six
months ended 30 June 2013.

THE BOARD

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

As at the date of this report, the executive Directors are Mr. Ma
Jianrong, Mr. Huang Guanlin, Mr. Ma Renhe, Ms. Zheng Miaohui
and Mr. Wang Cunbo; and the non-executive Director is Mr. Chen
Zhongjing; and the independent non-executive Directors are Mr.
Jiang Xianpin, Mr. Qiu Weiguo and Mr. Chen Genxiang. On 16
September 2013, Mr. Chen Zhongjing resigned as the non-executive
Director of the Company.

AUDIT COMMITTEE

The Company established the Audit Committee in compliance
with Rules 3.21 to 3.23 of the Listing Rules on 9 October 2005. As of
the issuance of this report, the Audit Committee comprises three
Independent Non-executive Directors, namely Mr. Jiang Xianpin,
Mr. Qiu Weiguo and Mr. Chen Genxiang. Mr. Jiang Xianpin was the
Chairman of the Audit Committee. His expertise in accounting,
auditing and finance enables him to provide leadership of the
Committee. On 1 April 2013, Mr. Zong Pingsheng resigned as the
member of the Audit Committee and Mr. Qiu Weiguo was appointed
to fill the vacancy.
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The principal responsibilities of the Audit Committee are to conduct
critical and objective reviews of the Group's financial and accounting
practices and internal controls. These include determining the nature
and scope of statutory audit, reviewing the Group's interim and
annual accounts and assessing the completeness and effectiveness of
the Group's accounting and financial controls.

The terms of reference of the Audit Committee are consistent with
the recommendations as set out in “A Guide for Effective Audit
Committee” published by the HKICPA and the provisions of the
CG Code.

The Audit Committee has reviewed with the management the
accounting principles and practices adopted by the Group and
discussed matters relating to auditing, internal control and financial
statements, including a review of the unaudited financial statements
for the six months ended 30 June 2013.

REMUNERATION COMMITTEE

The Company established the Remuneration Committee in
compliance with the CG Code on 9 October 2005. As of the issuance
of this report, the Remuneration Committee comprises one executive
Director and two independent non-executive Directors, namely
Mr. Ma Renhe, Mr. Chen Genxiang and Mr. Jiang Xianpin. Mr. Chen
Genxiang, an independent non-executive Director, was the chairman
of the Remuneration Committee.

The principal responsibilities of the Remuneration Committee are to
make recommendations to the Board on the overall remuneration
policy and structure for the Directors and senior management and on
the establishment of a formal and transparent process for approving
such remuneration policy. The Remuneration Committee makes
recommendations to the Board on the remuneration packages of
individual executive Directors and senior management. No Director
will take part in any discussion on his or her own remuneration.

The Company's objective for its remuneration policy is to maintain
fair and competitive packages based on business requirements and
industry practice. In order to determine the level of remuneration and
fees paid to members of the Board, market rates and factors such as
each Director's workload, responsibility, and job complexity are taken
into account.
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NOMINATION COMMITTEE

The Company established the Nomination Committee on 9 October
2005. As of the issuance of this report, the Nomination Committee
comprises Mr. Ma Jianrong, an executive Director, Mr. Qiu Weiguo and
Mr. Jiang Xianpin, both independent non-executive Directors. Mr. Ma
Jianrong was the Chairman of the Nomination Committee.

The principal responsibilities of the Nomination Committee are
to identify candidates with suitable qualifications as Directors,
select and nominate such candidates for directorship and provide
recommendations to the Board accordingly; regularly review the
structure, size and composition (including skills, knowledge and
experience) of the Board and make recommendations to the Board
for any proposed changes.

By Order of the Board

Shenzhou International Group Holdings Limited
Ma Jianrong

Chairman

Hong Kong, 26 August 2013
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