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Financial Highlights for 2016 Interim Results
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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 2016, together with the comparative amounts
for the corresponding period of 2015. The interim results and interim
financial statements have not been audited but have been reviewed
by the Company’'s Audit Committee.

COMPARISON OF KEY FINANCIAL
INFORMATION AND FINANCIAL RATIOS

RSEZX
Unaudited
BEAB=1+HILEAEA

For the six months ended 30 June

—E-REF —E—hE

2016 2015

ARMT T AREFIT

RMB’000 RMB'000

SHERE Sales 6,951,773 5,577,120

EH Gross profit 2,215,781 1,637,052

B 54 AT A 8 Profit before tax 1,753,794 1,353,900
RARRER B AEGFE Profit attributable to equity holders of

the Company 1,449,896 1,120,363

EFIE (%) Gross profit margin (%) 31.9 294

VE I 2 (%) Net profit margin (%) 20.9 20.1

BREMN(ARET) Earnings per share (RMB) 1.04 0.80

—E-AF —ZT—AF

AR=tE  ft-A=f-8
30 June 2016 31 December 2015

AR®T AREFTT
RMB’000 RMB'000

BEHE Total assets 19,497,340 18,361,614@

mrER Total equity 13,367,161 13,089,836 @

BEeNREeEEY Cash and cash equivalents 1,984,739 1,815,678

BEARBFEEEO Gearing ratio 34.7 289

R Eh b & Current ratio 4.1 5.1

FEM ARz AEH (B) Accounts receivables turnover period (days) 53 53

FEZEAEH(E) Inventory turnover period (days) 125 121

N Notes:

1. ERBBELEZAEAREREEE (B8 1. Gearing ratio represents the ratio between total borrowings
MAREH 2 BB DR RRITER) BAQT outstanding (including the balance of debt component of convertible
RERB ABLER 2 LE- bonds and bank loans) and equity attributable to equity holders of

the Company.

2. —E-RFE+ZA=+-BIrZOBE&RHE- 2. The figures as at 31 December 2015 were audited.
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Management Discussion and Analysis
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The following management discussion and analysis should be read
in conjunction with the unaudited interim condensed consolidated
financial statements and the accompanying notes of the Group for
the six months ended 30 June 2016 (the “Financial Statements”) set
out in this interim report.

BUSINESS REVIEW

During the period, the operating environment of the textile and
garment industry in China remained unimproved, especially we
experienced weak domestic and overseas market demand. According
to the statistics of the Chinese Customs, the total export value
of Chinese textile and garment products (including textile yarns,
fabrics and finished products as well as garments and garment
accessories, referred the same as below) from January to June 2016
was US$123.61 billion, representing a year-on-year decrease of
approximately 3.7%. Out of the total export value, the export value
of textile products amounted to US$52.03 billion, representing a
year-on-year drop of approximately 1.6%. Garment export value
amounted to US$71.58 billion, representing a drop of approximately
5.1% over the corresponding period, among which exports to the
European Union (“EU") amounted to US$16.56 billion, representing a
decrease of approximately 7.2% over the corresponding period last
year; exports to the US amounted to US$14.59 billion, representing a
decrease of approximately 4.3% over the corresponding period last
year; and exports to Japan amounted to US$7.25 billion, representing
a decrease of approximately 6.0% over the corresponding period last
year. Of the garment products exported, the export value of knitted
garments amounted to US$30.06 billion from January to June 2016,
representing a decrease of 3.9% as compared with the same period
last year. For the domestic garments consumer market, according
to the National Bureau of Statistics of China, among the total retail
sales of “over-the-threshold” enterprises from January to June 2016,
RMB681.6 billion was generated from the retail sales of garments,
footwear, hats and knitwear, representing a year-on-year increase
of approximately 7.0%, and the rate of increase dropped by about 4
percentage points as compared with the same period last year.
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Management Discussion and Analysis

Affected by the weak global demand, Vietnam's textile and garment
export grew at a slower rate. According to statistics of the Vietnam
Customs, from January to June 2016, Vietnam'’s textile and garment
export amounted to about US$10.85 billion, representing an
increase of about 6.4% as compared to the same period of last year.
Of which: exports to the US amounted to approximately US$5.42
billion, representing an increase of about 5.7% as compared to the
same period of last year, and exports to Japan amounted to about
US$1.28 billion, representing an increase of about 4.8% as compared
to the same period of last year. From January to June 2016, Vietnam
imported fabrics of approximately US$5.06 billion in total from
abroad, representing an increase of about 1.7% as compared to
the same period of last year, of which imports of fabric from China
accounted for about USS$2.63 billion, an increase of about 4.0% as
compared to the same period of last year; while the export value
of yarn in Vietnam amounted to US$1.32 billion, representing an
increase of 5.2% as compared to the same period of last year, of which
US$720 million was exported to China, representing an increase
of 7.5% as compared with US$670 million for the same period of
last year. Currently, benefiting from its capacity as a member of
“Trans-Pacific Partnership Agreement” (TPP) and low cost, Vietnam
is building large textile and garment industry parks to attract more
foreign enterprises to invest in Vietnam. Since Vietnam’'s garment
products exported to Japan already enjoy zero tariffs, the biggest
market opportunity for Vietnam's garment industry created under
TPP will arise in the US. However, it requires a relatively long time
for TPP to have a positive effect on Vietnam's garment industry, due
to the facts that Vietnam's garment industry has not been provided
with sufficient production amenities, and highly relies on importing
fabrics from abroad and is subject to the “starting from yarn”
principle. Meanwhile, although the TPP members have held a signing
ceremony in New Zealand in February 2016, they are still required
to go through their internal examination and approval procedures.
In addition, not all garment products can enjoy zero tariffs after TPP
becomes effective, most garment products can enjoy 35% or 50%
tax concession for the several years immediately after TPP becomes
effective, and full tax exemption will only apply after five to twelve
years from the date TPP becomes effective.

During the period, purchases of garment products from China
made by major markets such as the EU, US and Japan continued to
decrease, consumption growth in mainland China also slowed down
remarkably, labor costs maintained increasing trend, and cotton price
increased as compared with the beginning of this year. During the
period, enterprises generally bore dual pressures of scant demand
and cost increase, while the depreciation of RMB against the US dollar,
Euro and Japanese yen enhanced the price competitiveness of export
companies to some degree.
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Management Discussion and Analysis
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For January to June 2016, the Group achieved satisfactory growth
in revenue and operating results with 24.6% and 35.4% increases in
revenue and gross profit respectively, as compared with the same
period in 2015, while profit after tax rose by 29.4%, realizing earnings
per share of RMB1.04. During the period, the Group continued to
expand the production capacity of its overseas production bases,
and further improved the Group's production efficiency though
reinforcing its lean production management and gradually applying
automated equipment, thereby promoting sustained business
growth of the Group.

During the period, the production capacity of the Group's fabric
factory in Vietnam improved rapidly, and its production management
achieved a satisfactory performance, which was helpful to shorten
the delivery period of garment factories in Cambodia and Vietnam,
and also guaranteed the upstream production capacity for the
Group's rapid business growth during the period. Currently, the
fabric project in Vietnam is in the process of expansion, and its
recruitment of management and technical personnel run smoothly.
Since the completion of the construction of the new garment factory
in Vietnam at the beginning of the year, the number of staff has
increased continuously, and its production efficiency also improved
stably, which has provided garment production service for the
Group's core customers. In addition, the Group has also begun the
construction of its special fabric production project.

In order to cope with the pressure of rising labor costs, in addition to
offering more employee benefits, the Group also strived to improve
its employees’ production efficiency by standardizing equipment,
workflow and operation, which laid a good foundation to better
improve the level of production automation in the future. The Group
continued to improve employees” working and living environment
as evidenced by purchasing houses of about 50,000 square meters in
terms of gross floor area in Anging production base in Anhui, which
offered more comfortable living conditions for its local employees;
building a new modernized central kitchen in Ningbo production
base, and installing central air conditioning system in the production
workshop of its garment production base in Vietnam. During the
period, the stability of workforce of the Group maintained at a more
satisfactory level, and its production efficiency was further improved
leveraging on increased automation and the special mold we
developed, which guaranteed the Group's rapid business growth.

Interim Report 2016 FPiERE
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Management Discussion and Analysis
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During the period, the Group further reduced orders from some of
its small and medium-sized customers, and its sales grew in a more
balanced manner as evidenced by the fact that the sales of each of its
core customers, major products and main markets delivered growth.
Despite achieving growth in sales of its retail business, as the Group's
overall strengths lie in its garment production business, the Group
will continue to apply its main resources into providing high-quality
garment products to its core customers.

THE GROUP’S OPERATING RESULTS

Revenue

The Group's revenue for the six months ended 30 June 2016
amounted to RMB6,951,773,000, representing an increase of
RMB1,374,653,000 or approximately 24.6% from RMB5,577,120,000
for the six months ended 30 June 2015. During the period, this
satisfactory increase in revenue of the Group was mainly attributable
to: 1) the Group's improved production capacity due to the scale
expansion of its overseas production bases; and 2) its increased
production efficiency due to the satisfactory stability of workforce and
the improved production automation.

A comparison of the Group's revenue for the six months ended
30 June 2016 and the six months ended 30 June 2015 by product
categories is as follows:

BEAR=THILAEA

For the six months ended 30 June

—E-RF —T—AF L)
2016 2015 Change

AREBTR % AREBFT % AREBFT %
RMB’000 % RMB'000 % RMB'000 %

RER By products
BE)IE Sportswear 4,488,837 64.6 3,605,295 64.6 883,542 245
NEIES Causal wear 1,750,491 25.2 1,375,784 24.7 374,707 27.2
WK Lingerie 655,016 9.4 534,677 96 120,339 225
H it 4 @ Other knitwear 57,429 0.8 61,364 1.1 (3,935) 6.4)
HERBE Total revenue 6,951,773 100.0 5,577,120 100.0 1,374,653 246
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For the six months ended 30 June 2016, revenue from sale of
sportswear amounted to RMB4,488,837,000, representing an increase
of RMB883,542,000 or approximately 24.5% from RMB3,605,295,000
for the six months ended 30 June 2015. The growth in revenue from
sale of sportswear was mainly attributable to the increase in demand
for garment products of international brands in Europe and mainland
China, as well as the increase in demand for sports fabric products.

Revenue from sale of casual wear products increased by
RMB374,707,000 or approximately 27.2% from RMB1,375,784,000
for the six months ended 30 June 2015 to RMB1,750,491,000 for the
six months ended 30 June 2016, which was mainly attributable to
the increase in demand for purchase of casual wear in Japan and
mainland China.

Revenue from sale of lingerie products increased by RMB120,339,000
or approximately 22.5% from RMB534,677,000 for the six months
ended 30 June 2015 to RMB655,016,000 for the six months ended 30
June 2016, which was mainly attributable to the recovery of increase
in demand for purchase of lingerie in Japan.

A comparison of the Group's revenue for the six months ended 30
June 2016 and the six months ended 30 June 2015 by market regions
of products delivery is as follows:

BEAA=THLAER

For the six months ended 30 June

—E-RE —T—AF BE
2016 2015 Change
AR¥T R % AREFTT % AREBTT %
RMB'000 % RMB'000 % RMB'000 %
&% By market regions
BUFR SHE International sales
BUM Europe 1,519,001 21.8 1,013,345 18.2 505,656 499
B Japan 1,484,553 21.3 1,279,845 229 204,708 16.0
x Us 707,460 10.2 682,275 122 25,185 37
H s Others 1,589,654 22.9 1,258,992 226 330,662 263
BB /NsT Sub-total for international
sales 5,300,668 76.2 4234457 759 1,066,211 252
NIEE Domestic sales 1,651,105 23.8 1,342,663 24.1 308442 230
HERBE Total revenue 6,951,773 100.0 5,577,120 100.0 1,374,653 246

Shenzhou International Group Holdings Limited )i BB 5= &2 i B IR A 7
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Management Discussion and Analysis

The Group's revenue from the European market for the six months
ended 30 June 2016 amounted to RMB1,519,001,000, representing
an increase of RMB505,656,000 or approximately 49.9% from
RMB1,013,345,000 for the six months ended 30 June 2015. During
the period, the European market grew rapidly, and surpassed the
Japanese market to be the biggest market of the Group for the first
time, which was mainly attributable to the increase in demand for
purchase of sportswear of the Group in Europe.

For the six months ended 30 June 2016, the Group's revenue from the
Japanese market was RMB1,484,553,000, representing an increase of
RMB204,708,000 or approximately 16.0% from RMB1,279,845,000 for
the six months ended 30 June 2015, which was mainly attributable
to the recovery of increase in demand for purchase from the Group
in Japan and the effective improvement in the Group's production
capacity in the period.

The Group's revenue from the US market for the six months ended 30
June 2016 amounted to RMB707,460,000, representing an increase of
RMB25,185,000 or approximately 3.7% from RMB682,275,000 for the
six months ended 30 June 2015. The increase in the revenue of the
Group in the US market reduced mainly due to the slower growth in
consumption demand in the US.

The Group maintained its satisfactory revenue growth in other
markets including Korea, Taiwan and Hong Kong and so on. Revenue
from other markets for the six months ended 30 June 2016 increased
by approximately 26.3% as compared with the six months ended 30
June 2015.

For the six months ended 30 June 2016, the revenue of the Group
from domestic market increased 23.0% as compared with last
year, with sales of apparels in the domestic market amounted
to approximately RMB1,607,933,000, representing an increase of
RMB319,843,000 or approximately 24.8% from RMB1,288,090,000 for
the same period last year. Sales growth in the domestic market was
mainly due to the increase in sales of international brands in the
Chinese market.
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Cost of sales and gross profit

The Group's cost of sales for the six months ended 30 June 2016
amounted to approximately RMB4,735,992,000 (for the six months
ended 30 June 2015: RMB3,940,068,000). The Group's gross profit
margin for sales for the six months ended 30 June 2016 was
approximately 31.9%, representing an increase of approximately 2.5
percentage points from 29.4% for the six months ended 30 June
2015. The major factors affecting the gross profit margin for the
period were: 1) the effective improvement in production efficiency; 2)
the depreciation of exchange rate of RMB against US dollar; and 3) the
continuous optimization of product structure.

Equity attributable to equity holders of the Company

As at 30 June 2016, the Group's equity attributable to equity holders
of the Company amounted to RMB13,355,733,000 (31 December
2015: RMB13,074,120,000), of which non-current assets, net current
assets, non-current liabilities and non-controlling interests amounted
to RMB7,585,543,000 (31 December 2015: RMB7,450,113,000),
RMB9,002,293,000 (31 December 2015: RMB8,756,732,000),
RMB3,220,675,000 (31 December 2015: RMB3,117,009,000) and
RMB11,428,000 (31 December 2015: RMB15,716,000), respectively. The

change in equity attributable to equity holders of the Company was
mainly due to: 1) an increase in operating profit for the period; and
2) distribution of dividend for the year 2015 to equity holders of the
Company reducing the reserves during the period.
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Liquidity and financial resources

For the six months ended 30 June 2016, net cash generated from
the Group's operating activities amounted to approximately
RMB1,689,791,000 (for the six months ended 30 June 2015:
approximately RMB784,832,000). Cash and cash equivalents of the
Group as at 30 June 2016 amounted to RMB1,984,739,000, of which
RMB1,256,336,000 was denominated in RMB, RMB673,678,000 was
denominated in US dollar, RMB46,228,000 was denominated in Hong
Kong dollar, RMB6,486,000 was denominated in Vietnamese dong,
RMB1,238,000 was denominated in Euro and the remaining balance
was denominated in other currencies (as at 31 December 2015:
RMB1,815,678,000, of which RMB1,038,440,000 was denominated in
RMB, RMB735,870,000 was denominated in US dollar, RMB24,531,000
was denominated in Hong Kong dollar, RMB11,510,000 was
denominated in Euro, RMB4,830,000 was denominated in Vietnamese
dong and the remaining balance was denominated in other
currencies). The balance of bank borrowings was RMB1,421,428,000
(as at 31 December 2015: RMB656,851,000), all being short-term
bank borrowings. The outstanding balance of the debt component
of convertible bonds was RMB3,218,842,000 (as at 31 December
2015: RMB3,117,009,000). Net borrowings (bank borrowings and
the balance of the debt component of convertible bonds less cash
and cash equivalents) of the Group as at 30 June 2016 amounted to
RMB2,655,531,000, which increased by RMB697,349,000 as compared
to RMB1,958,182,000 as at 31 December 2015, the increased bank
borrowings were mainly used for the capital expenditure in Vietnam
during the period and dividend distributed to equity holders for the
year 2015. Details of the bank borrowings and convertible bonds can
be found in the Financial Statement and notes 22 and 23 thereto
contained in this report.

Equity attributable to equity holders of the Company amounted
to RMB13,355,733,000 (31 December 2015: RMB13,074,120,000).
The Group was in a good cash flow position, with a debt to equity
ratio (total outstanding borrowings (including the balance of
the debt component of convertible bonds) as a percentage of
equity attributable to equity holders of the Company) of 34.7% (31
December 2015: 28.9%).
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The Company issued convertible bonds in an aggregate principal
amount of HK$3,900,000,000 (equivalent to approximately
RMB3,097,380,000 if calculated at the exchange rate of
HK$1=RMB0.7942) on 18 June 2014 (the ‘Issue Date”), bearing a
coupon rate of 0.5% and payable semi-annually. The maturity date
of convertible bonds is 18 June 2019 (the “Maturity Date"), unless
previously redeemed, converted, purchased, cancelled or otherwise
provided in the terms and conditions of the bonds. The Company
will redeem the convertible bonds at 103.86% of their principal
amounts on the Maturity Date. The initial conversion price of the
bonds is HK$38.56 per share (subject to adjustment). The latest
conversion price after adjustment at the disclosure date of this report
was HK $37.50 per share. On the Issue Date, the initial recognition
amount of RMB2,846,450,000 for the liability component of the
bonds was calculated using a market interest rate of 3.55% for a non-
convertible bond of the same class. Equity component amount of
RMB197,140,000 was credited to the reserves of shareholders’ equity.
Net proceeds from the issue of these bonds were approximately
HK$3,832,271,000, which was intended to be used for business
expansion and for general corporate purpose.

As part of the Group's overall treasury management policy, the Group
purchased financial products (including entrusted loans, available-
for-sale investments, pledged deposits and structured deposits) from
licensed banks in the PRC to maximize return on the Group's idle cash
through a legal and low-risk channel. The applicable size test results in
respect of the purchases of these financial products are all below 5%
and thus, these purchases are not subject to the notifiable transaction
requirements under Chapter 14 of the Listing Rules (as defined
below). The purchases of these financial products were approved
by an investment and lending committee established by the Board
to monitor the execution of the Company's treasury management
policy. Details of these financial products can be found in the
Financial Statements and notes 17, 18 and 19 thereto contained in
this report.
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Finance costs and tax

For the six months ended 30 June 2016, finance costs increased
from RMB43,859,000 (out of which: the finance costs for convertible
bonds amounted to approximately RMB42,594,000) for the six
months ended 30 June 2015 to RMB53,724,000 (out of which: the
finance costs for convertible bonds amounted to approximately
RMB46,823,000), mainly due to the increase in interest expense of
the convertible bonds as a result of the appreciation of Hong Kong
dollar against RMB and the increase in the average balance of bank
borrowings of the Group during the period.

For the six months ended 30 June 2016, income tax expense of the
Group increased from RMB233,637,000 for the six months ended 30
June 2015 to RMB303,763,000, mainly due to the increase in taxable
profit of the Group during the period.

Pledge of the Group’s assets

As at 30 June 2016, a forward exchange agreement in relation to
bank balances of approximately US$72,774,000 (approximately
RMB450,003,000) (31 December 2015: including approximately
US$208,046,000, JPY5,800,000,000, EUR14,000,000 and CHF22,866,000
(in aggregate equivalent to approximately RMB1,830,908,000)) has
been entered into with relevant banks, by which such bank balances
were pledged and deposited with the relevant banks, and the total
amount to be settled in RMB upon maturity will be RMB461,830,000.
The pledged deposits carry interest at fixed rates ranging from 1.8%
to 1.9% per annum (31 December 2015: 1.2% to 2.9%) and will mature
within one year from the agreement date.

The Group's bank borrowings of approximately US$33,908,000
(approximately RMB224,848,000) and the outstanding balance of
the letter of credit of EUR16,051,000 and US$4,015,000 (in aggregate
equivalent to approximately RMB145,003,000) in Vietnam, were
secured with the relevant equipment of Gain Lucky (Vietnam)
Limited. As at 30 June 2016, the original value of the secured
equipment was US$81,329,000 (approximately RMB539,307,000) and
net book value was US$70,823,000 (approximately RMB469,639,000).

Interim Report 2016 F5#i % Shenzhou International Group Holdings Limited /i Bl BX &= B2 j% B R 2 &)

15



16

BB am M oA

Management Discussion and Analysis

RATBITARBRESFEREZRAR

R-FB-—MFEANARITHRRES

RABREITHEELT T A% 48 %58 53,900,000,00078
T (HBRETRE B TH ARBEIL 2 ER0.7942

HE A AR 493,097,380,0007T ) 2 7] 2 % (&
o EREFEES% FFEFIF—IRFE BRIE
EREED K BE  FHNEFER RS
SERE EFIHZAARBHE  AARENRE
HARL H ARS8 2103.86% 8 @ < 4 (E 5 2 Plihik
IR B B E 38568 (Al THE)  RAMEHE
A &MAREBBRKREREIR37S0E T - REIT
H #ZEFZBEBNVTERSBAARE
2,846,450,0007T * JHARIEAE R LB R BT AR 2 (&
HF 2GR EISneTH RN eBAARE
197,140,0007C E AT AR SR 2 B N - 1T AR(E
5 A8 FIEF R #) 53,832,271,000/8 7T #E A 1B
BiEER —MEERAE - BE_T - F A=
At BRI Z TS 5IA E B £93,825,057,000
B TERFUEAERM ZERL —REE
B ZANBTABRBRESFS T2528A
RARZZE—MOFRAZ+ZH ZE—NFEX
A+N\BE=ZZ—MFA+NLAZARAZA

L'Dto

HE-T-
BRI AR IR

NENAZTRLE BEJBRERES
BAARRERAD

S BE R B

EF$E@%¢M%E%$BI RIBAAREA

BERE EXRHEAREZRARLENBEE
B -—ERE - AEEHYETAARBZEX

BB 2 TR - B PR AR FE R e B0 40 78 R SN EE R
b o ¥ RBFARBBH 2T KRB
BARX ERBEBEMMSEAXTHAREZ
BEE =% B i 7€

Shenzhou International Group Holdings Limited F i B B%

SEZERERAR

Use of proceeds from the issuance of convertible bonds of the
Company

Issuance of convertible bonds in June 2014

The Company issued convertible bonds in an aggregate principal
amount of HK$3,900,000,000 (equivalent to approximately
RMB3,097,380,000 when calculated with the exchange rate of
HK$1=RMB0.7942 on the Issue Date) on the Issue Date, bearing
a coupon rate of 0.5% and payable semi-annually. The maturity
date of convertible bonds is on the Maturity Date, unless early
redeemed, converted, purchased, cancelled or otherwise provided
in the terms and conditions of the bonds. The Company will redeem
the convertible bonds at 103.86% of their principal amounts on
the Maturity Date. The initial conversion price of the bonds is
HKS$38.56 per share (subject to adjustment). The latest conversion
price after adjustment at the disclosure date of this report was
HKS$37.50 per share. On the Issue Date, the initial recognition amount
of RMB2,846,450,000 for the liability component of the bonds
was calculated using a market interest rate of 3.55% for a non-
convertible bond of the same class. Equity component amount of
RMB197,140,000 was credited to the reserves of shareholders’ equity.
Net proceeds from the issue of those bonds were approximately
HKS$3,832,271,000, which was intended to be used for business
expansion and for general corporate purpose. As at 30 June 2016,
approximately HK$3,825,057,000 of the proceeds from such issue had
been utilized mainly in expanding the Vietnam production bases and
as general working capital. For details of the issuance of convertible
bonds, please refer to the announcements of the Company dated 22
May 2014, 18 June 2014 and 19 June 2014.

As at 30 June 2016, no convertible bonds have been converted into
shares of the Company pursuant to the relevant terms.

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 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 expectation on revenue, purchases and capital
expenditure in US dollar, as well as the market forecast of fluctuations
in the exchange rate of US dollar against RMB.
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As at 30 June 2016, a forward exchange agreement in relation to
bank balances of approximately US$72,774,000 (approximately
RMB450,003,000) (31 December 2015: including approximately
US$208,046,000, JPY5,800,000,000, EUR14,000,000 and CHF22,866,000
(in aggregate equivalent to approximately RMB1,830,908,000)) has
been entered into with relevant banks, by which such bank balances
were pledged and deposited with the relevant banks, and the total
amount to be settled in RMB upon maturity will be RMB461,830,000.
The pledged deposits carry interest at fixed rates ranging from 1.8%
to 1.9% per annum (31 December 2015: 1.2% to 2.9%) and will mature
within one year from the agreement date.

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 for an appropriate
amount of borrowing denominated in US dollar and loans
denominated in Hong Kong dollar, which is linked with the US dollar
in exchange rate. As at 30 June 2016, in the total amount of bank
borrowings, there were loans of approximately RMB224,848,000
denominated in US dollar (approximately US$33,908,000 in original
currency), and loans of RMB1,196,580,000 denominated in Hong
Kong dollar (HK$1,400,000,000 in original currency) (31 December
2015: loan of approximately RMB70,391,000 denominated in US dollar
(approximately US$10,840,000 in original currency), and loans of
RMB586,460,000 denominated in Hong Kong dollar (HK$700,000,000
in original currency)).

Employment, training and development

As at 30 June 2016, the Group employed approximately 76,360
employees in total. Total staff costs (including management and
administrative staff) accounted for approximately 28.5% (for the
six months ended 30 June 2015: 30.5%) 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 capital commitments

For the six months ended 30 June 2016, the Group's total investment
in property, plant and equipment and prepaid land lease payments
amounted to approximately RMB810,207,000, of which approximately
30% was used for the acquisition of production equipment,
approximately 67% was used for the construction and acquisition
of new factory buildings and prepaid land lease payments, and the
balance was used for the purchase of other fixed assets.

As at 30 June 2016, the Group had contracted capital commitments
of approximately RMB513,006,000 in connection with the acquisition
and construction of properties, plants and equipment, which will be
mainly financed by the net proceeds from internal resources.

Significant Investments, Acquisitions and Disposals

The Group is investing in fabric and garment factories in Vietnam. For
the six months ended 30 June 2016, the accumulated investment
amount of the Group in Vietnam amounted to approximately

US$498,000,000.

Save for the aforesaid, Company did not have any other significant
investments, acquisitions and disposals during the period.

Contingent liabilities

As at 30 June 2016, the Group did not have any material contingent
liabilities.
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Management Discussion and Analysis

FUTURE PROSPECTS AND STRATEGIES

Along with the growing economic development level in China and
the change in global trade pattern, traditional manufacturing is faced
with the dual pressures of increasing costs and falling demand in
China. In Asian countries such as Vietnam, Bangladesh, Myanmar
and Cambodia, operators can benefit from more concessionary
import tariffs imposed by main importing countries and low costs,
as well as their own governmental encouragement policies, which
brings big competitive pressures to China’s garment industry. In
order to keep growing, garment enterprises in China should actively
promote business transformation and upgrade, and develop multi-
national production network. The Group will adhere to its consistent
development strategy, capitalize on its existing industrial base, and
strive to promote its innovation, automation and internationalization,
to enhance the Group's sustainable development capacity.

The Group will persist in engaging in its principal business of garment
manufacturing, create an atmosphere of sustained innovation, and
propagate artisanal spirit, to provide customers with high quality
products. The Group regards product quality as the foundation to set
up factories, and regards corporate innovation as its development
momentum. The Group will endeavor to gain more market share
through product innovation; improve cost with low consumption and
high efficiency through process innovation with a view to facilitating
an environmentally friendly production process; and motivate its
employees to work with initiative through management innovation.

The Group will gradually improve the level of automation in its
production process to achieve the goal to improve production
efficiency and reduce workers' labor intensity with an aim to cope
with the continued increase in labor costs. The Group will rely on the
existing innovation center and cooperate with advanced equipment
manufacturers to gradually improve the level of automation in the
garment production process from cutting, sewing, trimming to
packaging. The corporate innovation center focuses on the research
of future production models, in which the automated production
lines will be developed and improved constantly. Meanwhile, the
Group will put more effort on informatization and standardization to
improve the effect of production automation.
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Management Discussion and Analysis
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The Group will also actively consider deepening the one-step services
provided to its customers. Particularly, the Group will optimize the
logistics distribution, and strive to provide convenient, fast, safe and
low-cost after-sales service, so as to enhance the Group's competitive
edge in the market.

The Group will further expand the scale of overseas production bases.
Particularly, the Group will promote the construction of phase Il
of the fabric project in Vietnam as per schedule, and build auxiliary
production facilities of overseas garment factories, so as to perfect
the connection between different working procedures under the
vertically-integrated business model. While expanding scale, the
Group will continue to improve the production management of
overseas factories to result in optimal production efficiency and
ensure that the product quality and delivery time can meet with the
expected requirements.

The Group will proactively cater for the demand of consumption
upgrade, enhance its market competitiveness through continuous
innovation, and pursue business growth with an aim to achieve
sustainable development. We will strive to provide better services to
our customers and create fruitful returns for our investors.

EVENTS AFTER REPORTING PERIOD

On 26 August 2016, the Company entered into a share purchase
agreement with NetEase (Hong Kong) Limited (“NetEase HK"), a
wholly-owned subsidiary of NetEase, Inc, pursuant to which the
Company agreed to transfer 49% equity interests of MAXWIN (B.V..)
LIMITED (BB (BV.I)EBR A A]) (which holds Maxwin (Hong Kong)
Limited, Maxwin (China) Limited, Anhui Maxwin Fashion Co., Ltd,
Ningbo Maxwin Fashion Co., Ltd. and Shanghai Maxwin Garments
Co,, Ltd) to NetEase HK. The share transfer was completed on 1
September 2016. MAXWIN (B.V.l) LIMITED and its subsidiaries are
engaged in the retail business of casual and sportswear apparel under
their own brands in mainland China.
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Interim Consolidated Statement of Profit or Loss

HE-T—XFENAZ+HLWLNEA Forthe six months ended 30 June 2016

REGEX
Unaudited
BEABA=1+HILEAXEA

For the six months ended 30 June

—E—RF —E—RF
2016 2015
B3 ARMT T ARBETF T
Notes RMB’000 RMB'000
A REVENUE 4 6,951,773 5,577,120
& A Cost of sales 5 (4,735,992) (3,940,068)
EH Gross profit 2,215,781 1,637,052
E A R Other income and gains 6 330,911 337,455
SHE Ko SRR Selling and distribution 5
expenses (166,456) (115,420)
THHRX Administrative expenses 5 (519,965) (452,231)
Ep X Other expenses 7 (53,746) (7,482)
BE KA Finance costs 8 (53,724) (43,859)
FE(E — e B & A7) Share of profits/(losses) of 13
FE, (EiE) an associate 993 (1,615)
RR B A0 FE PROFIT BEFORE TAX 1,753,794 1,353,900
FTiS 5 X Income tax expense 9 (303,763) (233,637)
B ) Profit for the period 1,450,031 1,120,263
AR A TR Attributable to:
ViN/NETE SN Owners of the Company 1,449,896 1,120,363
JEFE Bl 1 HE Non-controlling interests 135 (100)
1,450,031 1,120,263
ARAREBERRE EARNINGS PER SHARE 10
BEABLEBRER ATTRIBUTABLE TO
ORDINARY EQUITY
HOLDERS OF THE
COMPANY
2R Basic AR¥1.047T AR #0.807T
—HIRF)E — For profit for the period RMB1.04 RMB0.80
P Diluted AR¥0.997T AR®0777T
—HA A — For profit for the period RMB0.99 RMBO.77
FLEES4EMNEARZSPHLEETIEIREZA  The notes on pages 29 to 54 form an integral part of these interim
HE R EL 1D - consolidated financial statements.
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Interim Consolidated Statement of Comprehensive Income

BE_ZT-R"FXA=THLXNEAR

For the six months ended 30 June 2016

RSEX
Unaudited
BZEAB=1+HIEAEA

For the six months ended 30 June

—E-RF —ZT—HF
2016 2015
ARET R AREFT
RMB’000 RMB'000
B E Profit for the period 1,450,031 1,120,263
Hith 2 MW= Other comprehensive income
W mEEH A Cash flow hedges:
HAEEHHRTAEQARE Effective portion of changes
BE s BEIHS in fair value of hedging instruments
arising during the period - (17,589)
HRGREBERRERZ Reclassification adjustments
Wes vz EFDERARE for gains recognised in consolidated
statement of profit or loss - 8,226
- (9,363)
BREBINEBZELRTF Exchange gain/(loss) on translation of
(E8) foreign operations 85,845 (23,098)
HRHEMEEmRE S (EHE) Other comprehensive income/(loss)
BREL& for the period, net of tax 85,845 (32,461)
HAZHERREEEHE Total comprehensive income
for the period 1,535,876 1,087,802
ATALTEEER: Attributable to:
ViN/NEIEZ DN Owners of the Company 1,535,741 1,087,902
JEFE 1 Non-controlling interests 135 (100)
1,535,876 1,087,802

F29H B548 WM i B T B

AR D

Shenzhou International Group Holdings Limited )i BB 5= @2 i B IR A &)

RE M BRER

The notes on pages 29 to 54 form an integral part of these interim

consolidated financial statements.
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Interim Consolidated Statement of Financial Position

RZT—RERNA=FTH Asat30June 2016

RESE KEZ
Unaudited Audited
—EB—RE —E—FF
~A=+H +=—A=+—H
30 June 1 December
2016 2015
B 5 ARMET T ARBFIT
Notes RMB’000 RMB'000
RBEE NON-CURRENT ASSETS
Y- WE Kk Property, plant and equipment 12 6,089,671 5,549,750
AR L E IR Prepaid land lease payments 12 926,897 931,255
EmEEE Intangible assets 12 108,393 109,450
ZEEX Entrusted loans 17 150,000 550,000
GFEHRIEITHRITEHFEIK  Long-term time deposits at banks 300,000 300,000
EA— Bl ANCIE g Investment in an associate 13 5,670 4677
FIETRIEE B Deferred tax assets 4,912 4,981
BIEmEN B E Total non-current assets 7,585,543 7,450,113
REBEE CURRENT ASSETS
FE Inventories 14 3,296,201 3,232,847
U R R = Trade and bills receivables 15 2,075,030 2,001,783
AT RIE sz'z Prepayments, deposits and other
mﬁﬁ“ uﬁz receivables 16 872,592 676,284
J’EHQ 2 B IE Amounts due from related parties 789 559
ZitEXR ,TA Entrusted loans 17 20,000 120,000
T1 HERE Available-for-sale investments 18 2,380,000 800,000
EEFN Structured deposits - 110,000
BERTFHR Pledged deposits 19 450,003 1,830,908
s R EE = A 2 Bank deposits with an initial term
HRITIF R of over three months 832,443 323,442
HekREeEEY Cash and cash equivalents 1,984,739 1,815,678
BREEE Total current assets 11,911,797 10,911,501
REEE CURRENT LIABILITIES
ERERRRER Trade and bills payables 20 731,434 678,535
TEULBR K Advances from customers 7,166 5,130
Eh FE AT SR8 R FERT X Other payables and accruals 21 617,621 642,939
u‘|‘ RITIEE Interest-bearing bank borrowings 22 1,421,428 656,851
P&~ BB AN 3R Amounts due to related parties 26b 5,920 2,166
FERT B K Tax payable 125,935 169,148
LREAE Total current liabilities 2,909,504 2,154,769
FARBEE NET CURRENT ASSETS 9,002,293 8,756,732
BEERRBEE TOTAL ASSETS LESS CURRENT
LIABILITIES 16,587,836 16,206,845
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Interim Consolidated Statement of Financial Position

RZT—REARNA=FTH Asat30June 2016

RIBERZ KR
Unaudited Audited
—E—XF —E—hF
~A=1+H +=-—HA=+—H
30 June 31 December
2016 2015
B FE AR¥T T ARET T
Note RMB’000 RMB'000
kRBEE NON-CURRENT LIABILITIES
AlRAR & 5 Convertible bonds 23 3,218,842 3,117,009
RLETIBEAE Deferred tax liabilities 1,833 -
BIERE B E Total non-current liabilities 3,220,675 3,117,009
FEE Net assets 13,367,161 13,089,336
E= EQUITY
ANEEEAELER Equity attributable to
owners of the Company
& 7 Share capital 142,105 142,105
EeR] Reserves 13,213,628 11,677,887
R AR HIE B Proposed final dividend = 1,254,128
13,355,733 13,074,120
FEFIER Non-controlling interests 11,428 15,716
HmrEs Total equity 13,367,161 13,089,836

FEEMEMNNTAZEPHEATBMERD  The notes on pages 29 to 54 form an integral part of these interim
HERERMD consolidated financial statements.
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Interim Consolidated Statement of Changes in Equity

hiEA EREBE

BE-_T-R"FXA=+THLXEA

For the six months ended 30 June 2016

ARARBARE
Attributable to owners of the Company
BEDs
&%z EERE B EERE Bk Fizblis
BE RiEEE  BERH  HAEE NEE  RBEE  BARE  RBEF RERS &t 45 fd 5
Equity Employee
Share  component Statutory Exchange equity Proposed Non-
Share premium  of convertible Hedging surplus— fluctuation benefits Retained final controlling Total
capital account bonds reserve reserve reserve reserve profits dividend Total interests equity
ARBTL ARBTT ARETR ARETT ARETR AR¥TT ARETR ARETR ARETT ARETR ARETT ARETR
RMB000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB000
BE-F-TFAB=1H Forthesixmonthsended
LERfEA (REEHR) 30 June 2015 (unaudited)
WZZ-RF-F—HE  Balanceat 1 January 2015
5 142,105 1471742 197,140 9363 1138126 (26,787) 48191 7712018 1103671 11,795,569 15757 11811326
BR2ENRER Total comprehensive income
for the period - - - (9363) - (2309) - 1120363 - 1,087,902 (100) 187802
FFEAHEERRTRE  Dividends paid to non-controlling
interests - - - - - - - - - - 19 19
ERZZ-MERBRE  Final 2014 dividend declared - - - - - - - - (03671 (1,103671) - (103671)
RZE-RERB=THH  Balanceat 30 June 2015
53 142,105 1471742 197,140 - 1,138,126 (49,885) 48,191 8832381 - 11779800 15438 11795238
ARAREAEL
Attributable to owners of the Company
TRR
&%z  ERE#H Ei  EERE Bk Fisin
Kx  BHREER  &EHS AEE  KDRE  BARE  REBF  AERS a3t & #R%
Equity Employee
Share  component Statutory Exchange equity Proposed Non-
Share premium  of convertible surplus  fluctuation benefits Retained final controlling Total
capital account bonds reserve reserve reserve profits dividend Total interests equity
ARBTR ARBTR ARWTR ARWTR ARWTR ARWTR ARMTR AR%TR ARMTR ARETR ARRTR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
BE-F-AEABZTH Forthesixmonths ended
AR (REER) 30 June 2016 (unaudited)
RZB-RE-F—-HH  Balanceat 1 January 2016
5 142,105 661,648 197,140 1,150,505 10,134 48191 9,610,269 1254128 13,074,120 15716 13,089,836
BhzEhRER Total comprehensive income
for the period - - - - 85,845 - 1,449,896 - 1,535,741 135 1,535,876
BRERGILER Transfer of non-controling interests - - - - - - - - - (4423) (4423)
ER-F-RERBME  Final 2015 dividend declared - - - - - - - (1254128)  (1,254128) - (1,254128)
ZE-REAAZTAM  Balanceat 30 June 2016
g8 142,105 661,648 197,140 1,150,505 95,979 48,191 11,060,165 - 13,355,733 11,428 13,367,161

FHEEMAAMMERZET

ARRCER D

N

R WBHRE

The notes on pages 29 to 54 form an integral part of these interim
consolidated financial statements.
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Interim Consolidated Statement of Cash Flows

BE_ZT-R"FXA=THLXNEAR

For the six months ended 30 June 2016

RSB
Unaudited
BEAA=1THLAEA

For the six months ended 30 June

AL —T-hF
2016 2015
ARE T AREFTT
RMB’000 RMB'000
REXBHMBEERE CASH FLOWS FROM OPERATING
ACTIVITIES
B 25 AT A1 R Profit before tax 1,753,794 1,353,900
FHEE Adjustment for:
BhE A AR Finance costs 53,724 43,859
FEAE— A E QR Share of (profits)/losses of
(F8) EiE an associate (993) 1,615
F B U A Interest income (79,208) (81,886)
HEWE BER Loss on disposal of items of property,
REIEEB 2 BB plant and equipment 3,178 2,176
REBRM AR ESH Unrealised exchange loss of
V& 5 B8 convertible bonds 63,261 -
M BERZEEENE Depreciation of items of property,
plant and equipment 298,533 237,682
FEA Db A E SRR 5 Amortisation of prepaid land
lease payments 11,475 10,319
m A EHE Amortisation of intangible assets 5,718 4491
2,109,482 1,572,156
FE Increase in inventories (63,354) (524,504)
FEUAR U SR HRIE N Increase in trade and bills receivables (73,247) (25,517)
TERTRIE e REAM Increase in prepayments, deposits and
FE M FRIE S hN other receivable (9,052) (71,217)
JrE i B s N - BRIE 2 N Increase in amounts due from
related parties (230) -
JETBR 30 e SRR AN Increase in trade and bills payables 52,899 91,597
TEUL BR R 0, CRid) Increase/(decrease) in advances from
customers 2,036 (2,283)
H b S FR0E K FE AT RUR Increase/(decrease) in other payables and
#m, CRd) accruals 19,478 (29,967)
&~ BB A - BIEE AN Increase in amounts due to related parties 3,754 9,575
KEEBFRS Cash generated from operations 2,041,766 1,019,840
BAFE Interest paid (6,901) (1,265)
BERBEEFER Hong Kong profits tax paid (135) (6,313)
BB EMER PRC corporate income tax paid (344,939) (227,430)
KEXBEREMNEFHE Net cash flows from operating activities 1,689,791 784,832

Shenzhou International Group Holdings Limited i1 Bl B 5= &2 i B[R A 7
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Interim Consolidated Statement of Cash Flows

BE-_T-R"FXA=+THLXEA

For the six months ended 30 June 2016

RCEZ
Unaudited
BEANA=1THLAEA

For the six months ended 30 June

—E—XRE —ET—hF
2016 2015
ARE T AR®EFTT
RMB’000 RMB'000
REXBMARERE CASH FLOWS USED IN INVESTING
ACTIVITIES
B8 Interest received 128,488 114,226
BEWE BEREZHBIEE Purchases of items of property,
plant and equipment (1,087,080) (704,440)
HEWME HEMEEEE Proceeds from disposal of items of
2 FTSRUIA property, plant and equipment 2,734 2,969
ﬁﬁi‘ﬁﬁiﬁﬂﬂ%?ﬁlﬁ Payments of prepaid land lease payments = (127,673)
WEEEMMETEE Purchases of other intangible assets (4,459) (5,224)
Wy % — I B B8 A Bl 3R I8 Payment for acquisition of a subsidiary = (37,870)
T AE M ESGR 2 & BEE fh Decrease in financial products included in
B other receivables = 370,000
BEFTEEFFRD (3 AN) Decrease/(Increase) in pledged time
deposits 1,380,905 (510,759)
EEXEFTR D Decrease in entrusted loans 500,000 5,000
HEET TR Decrease in structured deposits 110,000 2,211,160
WEE R HHERE Purchases of available-for-sale investments (1,580,000) (860,000)
MaFFEB =A<z Increase in bank deposits with an
IRITF LM initial term of over three months (509,001) (500,146)
KEZHFRAREeRE F5E Net cash flows used in investing activities (1,058,413) (42,757)
METHFFARERE CASH FLOWS USED IN FINANCING
ACTIVITIES
MERITER New bank loans 1,356,124 1,110,759
BEFETER Repayment of bank loans (591,547) (1,866)
Ui B I M fE Acquisition of non-controlling interest (4,423) -
MR A A AR R E Dividends paid to owners of the Company (1,254,128) (1,103,671)
17 FE 2 1) 14 4 2 I A AR B Dividends paid to non-controlling interests = 219)
B FE Interest paid (8,251) (7,690)
MEETHARS RE FE Net cash flows used in financing activities (502,225) (2,687)
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Interim Consolidated Statement of Cash Flows

HE-ZT—XFENAZ+BLNEA Forthe six months ended 30 June 2016

RSB
Unaudited
BEAA=1THLAEA

For the six months ended 30 June

—E—-XF —ET—hF
2016 2015
ARET AREFTT
RMB’000 RMB'000
ReRREEEYEMER NET INCREASE IN CASH AND
CASH EQUIVALENTS 129,153 739,388
HyBEe E2EEY Cash and cash equivalents at beginning of
the period 1,815,678 1,428,074
RGBT HE FHE Effect of foreign exchange rate changes, net 39,908 (2,957)
HRASRBASEEY CASH AND CASH EQUIVALENTS
AT THE END OF THE PERIOD 1,984,739 2,164,505
RERESEEYWHESR SN ANALYSIS OF BALANCE OF CASH AND
CASH EQUIVALENTS
& RIRITHEER Cash and bank balances 1,950,761 1,767,782
R FRE D =18 A Time deposits with original maturity of
BIHR 2 E BRTF R less than three months when acquired 33,978 396,723
AR KR RIS RERM Cash and cash equivalents as stated in
NeBHeRBEeEED the statement of financial position and
the statement of cash flows 1,984,739 2,164,505

FEESA4EMNEAZSPHLEETIEIRAEZMN  The notes on pages 29 to 54 form an integral part of these interim
HE KB © consolidated financial statements.
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Notes to the Interim Condensed Consolidated Financial Statements

HE-T—XFENAZ+HLWLNEA Forthe six months ended 30 June 2016

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 22 August 2016.

BASIS OF PREPARATION

These unaudited interim condensed consolidated financial
statements for the six months ended 30 June 2016 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. These 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 2015, 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

HE-ZT—XFENAZ+BLNEA Forthe six months ended 30 June 2016

3. EXEFHEE 3.

BRI & IS MR TR 2 & 5T
BREAREHE_T-—RF+-_A=1—
BItFEZFEMBRRAEINE
RN —T—"F—A—BERZHTER
KBRS AT

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted in the preparation of
the interim condensed consolidated financial statements
are consistent with those in the Group's annual financial
statements for the year ended 31 December 2015, except for
the adoption of the new standards and interpretations effective
on 1 January 2016, noted below:

(@) FEBEEMZLIEFTEL (@) Revised standards adopted by the Group
AEEERBE—X~"F—HA—HH
182 I B B IR A TS AT £

The Group has adopted the following revised standards
for the first time for the financial year beginning 1 January

30

Bl

BN BRELER
0% BANH
HWEEBE15R R
BAEGTER
F8 2 BT

—T——%F)

BN ERELER

FNH 2B

EREHERE IR
ZE
BEREFEAE 65 R
BEGTARIE385
EMEET
BEREGEERF 165 R
BAEGTTERE4
EET
BB ERE 7R
B (ZF——F)
—E-CFE-TN

FRBZFELE

REERE  EHE G
IS E

WS X5 Em iy
B EED %

REEiE

HHEZHITERE
HENEE

BE EEREY

BUHBHZE E
P

ZHEE B HHEE
Az EaT

RAZEFRIETEEMBHRE LR
HEMBRREEAMBEE-

Shenzhou International Group Holdings Limited H il B8 B & @2 3% 5 fR 2 7]

2016.

Amendments to HKFRS
10, HKFRS 12 and
HKAS 28 (2011)

Amendments to
HKFRS 11

Amendments to
HKAS 1
Amendments to
HKAS 16 and HKAS 38

Amendments to
HKAS 16 and HKAS 41

Amendments to
HKAS 27 (2011)

Annual Improvements
2012-2014 Cycle

Investment Entities:

Applying the
Consolidation Exception

Accounting for Acquisitions
of Interests in Joint
Operations

Disclosure Initiative

Clarification of Acceptable
Methods of Depreciation
and Amortisation

Agriculture: Bearer Plants

Equity Method in Separate
Financial Statements
Amendments to a number

of HKFRSs

The adoption of these revised HKFRSs had no significant
financial effect on these financial statements.
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Notes to the Interim Condensed Consolidated Financial Statements
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HE-T—XFENAZ+HLWLNEA Forthe six months ended 30 June 2016

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)
(b) Issued but not effective HKFRSs
The Group has not applied the following new and revised

HKFRSs, that have been issued but are not yet effective, in
these financial statements.

HKFRS 9 Financial Instruments?
HKFRS 15 Revenue from Contracts

with Customers?
HKFRS 16 Leases?

Amendments HKFRS 10 Sale or Contribution of
and HKAS 28 (2011) Assets between an
Investor and its Associate
or Joint Venture?*

Amendments to Disclosure Initiative’
HKAS 7
Amendments to Recognition of Deferred
HKAS 12 Tax Assets for Unrealised
Losses’

Effective for annual periods beginning on or after 1
January 2017

Effective for annual periods beginning on or after 1
January 2018

Effective for annual periods beginning on or after 1
January 2019

No mandatory effective date yet determined but is
available for adoption

The Group is in the process of making an assessment of
the impact of these new and revised HKFRSs upon initial
application.
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HE-ZT—XFENAZ+BLNEA Forthe six months ended 30 June 2016

Shenzhou International Group Holdings Limited )1 BB 5= @22 i B IR 2 &)

7EE R

RHBEE AEERZEEMSD STR
XGET AR RAE—E2RELEsH R
ENRHEHEREER BEBUARERE
TR-BERMEBELERE UEREER
DERFHERE

hEE R

(a) BEYXIi# &7 25 BEFF KA

4. SEGMENT INFORMATION

For management purposes, the Group is organized into
business units based on their products 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.

Geographical information

(a) Revenue from external customers by location of
goods delivery

BEANA=THLAEA

For the six months ended 30 June

ZE-XREF —ZT—RHEF

2016 2015

AR®BT ARBEF T

RMB’000 RMB'000

R B A 1l Mainland China 1,651,105 1,342,663
(2 gEa] European Union 1,519,001 1,013,345
=N Japan 1,484,553 1,279,845
% United States of America 707,460 682,275
H Other regions 1,589,654 1,258,992
6,951,773 5,577,120
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HE-T—XFENAZ+HLWLNEA Forthe six months ended 30 June 2016

4. DEEFR @) 4. SEGMENT INFORMATION (continued)
wEER (&) Geographical information (continued)
b) HARBEE (b)  Non-current assets
—RNEF —E—AhF
~B=+H +=-—A=+—H
30 June 31 December
2016 2015
ARMT T AREFIT
RMB’000 RMB'000
R A 3 Mainland China 4,512,937 4,334,664
i) Vietnam 2,481,356 2,149,758
RIFE Cambodia 124,326 99,474
o [& 15 Other regions 6,342 6,559
7,124,961 6,590,455

ERSELEERBZIERDEEER
TR EEMEIE D jﬁT@%éﬁEE
o FRRRITHRBERFR R

B = R A 2 RE MR LfRIEQF

FEREFZEHR

RKEAUNTEERF ZRAD ML AERE AU
AT0%BK A F

The non-current asset information of continuing
operations above is based on the locations of the assets
and excludes entrusted loans, long-term time deposits at
banks, investment in an associate and deferred tax assets.

Information about major customers

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

BEANA=THILAEAR

For the six months ended 30 June

—RE —E—RF

2016 2015

AR¥ET T ARET T

RMB’000 RMB'000

BEFEHR Customer A 1,682,102 1,360,768
®EZ Customer B 1,598,332 1,277,199
ZFR Customer C 1,479,731 1,243,653
4,760,165 3,881,620
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HE-ZT—XFENAZ+BLNEA Forthe six months ended 30 June 2016

5. BMESENER 5. EXPENSES BY NATURE
BIEHENA 56 ko EK AT Expenses included in cost of sales, selling and distribution
ZHNEBRATNT: expenses and administrative expenses are analysed as follows:

BEANA=THILAEAR

For the six months ended 30 June

—E-AE —E—hF
2016 2015
ARMT T AREBFTT
RMB’000 RMB'000
BERAMX Employee benefit expenses
TERF® Wages and salaries 1,801,439 1,579,430
R RAE A FR Retirement benefit contributions 110,994 73,364
HMEH Other benefits 71,754 48,660
1,984,187 1,701,454
WE #HHEMRERS Depreciation, amortisation and
impairment expenses 315,726 252,492
SR MEERBFEEESE  Changes in inventories of finished goods
and work in progress (196,772) (204,246)
Fr AR R R K@ Raw materials and consumables utilized 2,647,141 2,170,649
NEESES Utilities expenses 294,662 271,391
EHRX Transportation expenses 63,005 43,397
MK EHERZ Operating lease expenses for properties 47,416 39,075
& Taxation 44,559 37,132
ANED Outsourcing 34,170 41,250
BEE Repair expenses 27,672 23,822
NEN 3 Office expenses 22,359 22,190
e Commission 15,440 5,385
HaE Charges for disposing pollutants 14,676 14,433
X Entertainment expenses 9,254 9,566
EIRE Traveling expenses 9,163 6,956
9 E= Inspection fees 5,719 5,279
B Donation 1,132 1,259
Haf Other expenses 82,904 66,235
MIEHERAR - HE R Total cost of sales, selling and
DA FTT R X distribution costs and
administrative expenses 5,422,413 4,507,719
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HE-T—XFENAZ+HLWLNEA Forthe six months ended 30 June 2016

6. HW ARz 6. OTHER INCOME AND GAINS

BEANA=THLAEA

For the six months ended 30 June

—E—-XxF —E—hF
2016 2015
ARMT T AR®EF T
RMB’000 RMB'000
Hapug A Other income
5T 42 B Government incentives 238,541 211,811
H|ITHEWA Bank interest income 63,523 57,817
ZEEZRFE WA Interest income from entrusted loans 15,685 24,069
e A Rental income 13,162 8,189
330,911 301,886
U 3 Gains
M 5 W 25 5 58 Exchange gains, net = 35,569
330,911 337,455
7. Hpgx 7. OTHER EXPENSES
BEAB=1+HIEAXHEA
For the six months ended 30 June
—2-RF —Th%F
2016 2015
ARMT T AREFIT
RMB’000 RMB'000
HEME  HEREE Loss on disposal of items of property,

HE ZEE plant and equipment 3,178 2,176
HEKK Rental cost 5,301 5,306
fEHIBK - F Exchange losses, net 45,267 =

53,746 7,482
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Notes to the Interim Condensed Consolidated Financial Statements

BE_ZT-R"FRXA=THLXNEAR

8. BEMRAK 8.

For the six months ended 30 June 2016

FINANCE COSTS

BEANA=THLAEA

For the six months ended 30 June

—E—REF —hF
2016 2015
AR®T ARBFIT
RMB’000 RMB'000
HARAFRNEBEREEZ Interest on bank loans, overdrafts and
RITEF - BIZR other loans wholly repayable
HmE 2 F B within five years 6,901 1,265
AR E S 2 8 Interest on convertible bonds 46,823 42,594
53,724 43,859
9. FBH 9. INCOME TAX
HE_Z—RFR_ZT—RFA=T1HL The major components of income tax expenses for the six

NEAZBHRAXTIERD &

months ended 30 June 2016 and 2015 are:

BEANA=THLAEA

For the six months ended 30 June

—E—RF —hF

2016 2015

ARMT T ARETF T

RMB’000 RMB'000

B EHFIEH Current Hong Kong profits tax 3,271 9,691

R KRE 2 EEAEFTSHL  Current Mainland China corporate

([TEMER]) income tax (“CIT") 298,590 224,685
PRAEFR IR Deferred taxation 1,902 (739)
303,763 233,637

Shenzhou International Group Holdings Limited H il B8 B 5 @2 3% 5 fR 2 /)
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Notes to the Interim Condensed Consolidated Financial Statements

HE-T—XFENAZ+HLNEA Forthe six months ended 30 June 2016

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 enacted
in the Cayman Islands imposing any tax to be levied on profits,
income, 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 2015: 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.L) Limited and Gain Lucky Co,, Ltd.,
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 a rate of
16.5% (for the six months ended 30 June 2015: 16.5%) on the
estimated assessable profit 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 Dagian Cambodia is 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.
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BE_ZT-R"FXA=THLXNEAR

FEH &)

NEBAMKLZZ2EMNBRARRMNE S
BRAR kR (BB REBRAT LS
(BB)ARARAR6ESw (HE2E_T—H
FRAZTHIEAEAR 165%) REFENE
BEE AT ERBF B FIEH -

P B AR S 2 2 & MY 8 A B B M B AR ER
Ae (THMBARDRERBEABLMAE
TR 300 7 B AR EE A4 2 FE R IR A B
I MR EIR BRI B AL BN B RELE
fo] FEER B A - e I S L B AN PR AS B At HR
e

R E WA 2 2 &R & 2 FGain Lucky
(Vietnam) Limited ([Gain Lucky Vietnam )
FMWorldon (Vietnam) Company Limited
(T'worldon Vietnam | ) 78 1% it 2 209%44 49 FiT
3% » Gain Lucky Vietnam#AIWorldon Vietnam
AL B P & E R R SR P50 - I
RE = FEFRNFIRBURT R 10%8 M FT1S
Mo-BKWEETHEEaEENFEEREEK
SBFETEIUF (RFEE REE) BBET o o -
IRAR B EDRE - fini (@) B S R = F 1A 8
Z60000E B E (KI31EETT) AR E
FRO)BEERAZ BRE=FAIRER
BREFEWASEET BEEABAZBR=E
FREFEBIE3000% 8 T - R IRREH R
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T R H A& NV AR SR 50%FT 157
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o.

For the six months ended 30 June 2016

INCOME TAX (continued)

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
2015: 16.5%) on the estimated assessable profits arising in Hong
Kong.

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.

Gain Lucky (Vietnam) Limited (“Gain Lucky Vietnam”) and
Worldon (Vietnam) Company Limited (“Worldon Vietnam”),
wholly-owned subsidiaries incorporated in Vietnam, are
subject to income tax at a rate of 20%. Gain Lucky Vietnam and
Worldon Vietnam are entitled to be exempted from income
tax for the first two profit-making years and subject to a lower
tax rate of 10% from the third year to the sixth year. The period
of tax privilege will start from the earlier of first profit-making
year and the fourth year since their establishment. Furthermore,
under the laws of Vietnam, for a company, provided that (a)
the total investment of at least VND6,000 billion (approximately
USS$300 million) is paid within 3 years from the date of its
establishment and (b) should maintain a minimum annual
revenue of US$500 million within 3 years from the date of
generating revenue, or employ more than 3,000 staff members
within 3 years from the date of generating revenue, it will be
subject to a lower profits tax rate of 10%, and the profits tax will
be waived for the first 4 years and 50% of its profits tax will be
waived for 9 years thereafter.
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10.

E-T—XRNENAZFTHLINMEA  Forthe six months ended 30 June 2016

INCOME TAX (continued)

No provision for Macao Complementary Tax has been made
for Buddies (Macao Commercial Offshore) Limited (“Buddies
Macao"), a wholly-owned subsidiary incorporated in Macao, as
Buddies 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
COMPANY

(@) Basic

The calculation of earnings per share attributable
to ordinary equity holders of the company for the
period is based on the consolidated profit attributable
to equity holders of the company of approximately
RMB1,449,896,000 (for the six months ended 30 June
2015: RMB1,120,363,000) and on the weighted average
number of 1,399,000,000 (for the six months ended 30
June 2015: 1,399,00,000) ordinary shares in issue.
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HE-ZT—XFENAZ+BLNEA For the six months ended 30 June 2016

10. ARFEBERRESEAEGS
BRER ()

(b) #5§

BREERNEBRAEEEETEND
%ﬁkaﬁﬁﬁﬁﬁ%ﬂﬁﬂza
RNt F BB E S B ET E o AR
RE-—BAEFEHNERE: T%k
B - ERERABRKEFCERSE
SRR - T F R R IR VR B AR S50 B 5
SRR R E

11. RE
BEEEEN-_T—AF/\A-+_-AAEA

Z_IE/;%E?‘ZK i%ITguﬁ/ %&@i— =
—RERAZTHLEREANHHRKRS -

10.

11.

EARNINGS PER SHARE ATTRIBUTABLE
TO ORDINARY EQUITY HOLDERS OF THE
COMPANY (continued)

(b) Diluted

Diluted earnings per share is calculated by adjusting
the weighted average number of ordinary shares
outstanding to assume conversion of all dilutive potential
ordinary shares. The Company has only one category of
dilutive potential ordinary shares: convertible bonds. The
convertible bonds are assumed to have been converted
into ordinary shares, and the net profit is adjusted to
eliminate the interest expense less the tax effect.

DIVIDEND

Pursuant to resolution passed by the Board on 22 August 2016,
the directors did not recommend the payment of an interim
dividend for the six months ended 30 June 2016
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Bz _Z—XREA=+tHItEA

For the six months ended 30 June 2016

12. EXREX 12. CAPITAL EXPENDITURES

ME BER Bt
B3] HERE Ak g4
Property, Prepaid
plant and land lease Water
equipment payments use right Software
ARETTT ARBETT ARETT ARETT
RMB'000 RMB'000 RMB'000 RMB'000
BE-Z-1f% For the six months ended
NA=TRLEAEA 30 June 2015
RZE—RE—H—H Opening net book amount
2 HRIRE 5 at 1 January 2015 4,183,860 773,854 86,538 16,308
NE Additions 629,063 168,693 - 5114
& Disposals (5,145) - - -
nE il Depreciation/amortisation (237,682) (10319) (3,225) (1,266)
BN ER Exchange differences (18,267) (3,009) - -
RZF—RFRA=TH Cosing net book amount
2 HIRERE at 30 June 2015 4,551,829 929219 83313 20,156
BE-Z-1E For the six months ended
RAZ 'l'EIJJ:/\{IH 30 June 2016
RZZ—R"E—H—H  Opening net book amount
ZBOEEFSE at 1 January 2016 5,549,750 931,255 80,088 29,362
NE Additions 805,748 - - 4,459
HE Disposals (5,912) - - -
e,/ #iH Depreciation/amortisation (298,533) (11,475) (3,225) (2,493)
0 =R Exchange differences 38,618 7,117 - 202
RZZE—AREXA=1+H Cosing net book amount
ZEREEEHE at 30 June 2016 6,089,671 926,897 76,863 31,530
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Notes to the Interim Condensed Consolidated Financial Statements

HE-ZT—XFENAZ+BLNEA Forthe six months ended 30 June 2016

13. A—EBEQRTR2KRE 13. INVESTMENT IN AN ASSOCIATE
—E—-XF —E—RF
ANHA=+H +=—A=+—H
30 June 31 December
2016 2015
ARET ARBETF T
RMB’000 RMB'000
BB EFE Share of net assets 5,670 4677

BORIN RN ENERR A E ([ERX
M) RAKE BB E QR LR SAE
B BARETT

BHZBERRFBET:

Ningbo Avery Dennison Shenzhou Knitting and Printing
Co., Ltd (“Ningbo Avery”) is an associate of the Group and is
considered to be a related party of the Group.

Particulars of the associate are as follows:

EEEMES,/ S
a8 iR K B B4Ex FrER#ER BAL BEER  IEER
Authorised Percentage
Place and date of registered/  Ownership of voting Profit
Name registration paid-in capital interest power sharing Principal activities
BIRIH hET AR #21,6000007 30% 30% 3%  HRREEHEREER
Ningbo Avery  Zhejiang, the PRC RMB21,600,000 30% 30% 30% Printing and sale of

AEERZBERARZHEREZHHBBAN
AE—EE2EMBRARRA 2 HERMHA

knitwear products

The group's shareholdings in the associate all comprise
equity shares held through a whole-owned subsidiary of the
Company.
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13.

14.

HE-T—XFENAZ+HLWLNEA Forthe six months ended 30 June 2016

R—EBERTA2RE (#) 13. INVESTMENT IN AN ASSOCIATE (continued)
TRAMKREEERNMSLIFER 2 BER The following table illustrates the financial information of the
RIZ B R Group's associate that is not individually material:

BEAA=ZTHLEXREAR

For the six months ended 30 June

ZE-REF —ZT—HF
2016 2015
ARMT T AR®EF T
RMB’000 RMB'000
JE(REE AR 2 AEAFE K Share of the associate’s profit
H b2l for the period and other
comprehensive income 993 (957)
AEERBEATIKREZ  Carrying amount of the Group's
BREE investment in the associate 4,677 5,634
5,670 4677
7 14. INVENTORIES
—E-—KF —E—RF
ARA=TH +-A=+—8
30 June 31 December
2016 2015
AR¥T T ARBFIT
RMB’000 RMB'000
R Raw materials 660,012 793,430
ER S Work in progress 1,460,008 1,285,362
LIFX on Finished goods 1,176,181 1,154,055
3,296,201 3,232,847
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HE-ZT—XFENAZ+BLNEA Forthe six months ended 30 June 2016

15. BURARKRE 15. TRADE AND BILLS RECEIVABLES
AEEREFPESARFTEUEERRE The Group's trading terms with its customers are mainly on
T EEANFREANA-SRERES credit with credit terms of within six months. Overdue balances
TR ST BRI R T 45 R o TEUBR AR R IB &Y are reviewed regularly by senior management. The ageing
BRER AT T - analysis of trade and bills receivables is as follows:

—E—REF —T—hF
AA=+H +=ZA=+—8”
30 June 31 December
2016 2015
ARET ARBETF T
RMB’000 RMB'000
=EAR Within three months 1,877,902 1,902,454
=EAE Over three months 197,128 99,329
2,075,030 2,001,783
EWER R BENERAEHEE A RERS - The carrying amounts of trade and bills receivables

approximate to their fair values.
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Notes to the Interim Condensed Consolidated Financial Statements
Bz _Z—XREA=+tHItEA

For the six months ended 30 June 2016

16. PREPAYMENTS, DEPOSITS AND OTHER

RECEIVABLES
—E—REF —ZE—hF
~NB=+H +—A=+—H
30 June 31 December
2016 2015
ARMT T ARBEFIT
RMB’000 RMB'000
T FRERIES Prepayments and deposits

—BERMR — Purchase of raw materials 100,940 150,929

—BEWE BEKR — Purchase of items of property,

HBIEE plant and equipment 280,026 43,490
—-ENHEeRES — Prepaid rental and deposits 89,997 115,648
—HAf - Others 31,617 15,319

JiE U Kz ] Uit o] 38 (B 7 AR 3R VAT refund receivable and
recoverable 210,025 195,906
JFE Uk 71| B, Interest receivable 49,730 99,010
b fE W SR IB Other receivables 110,257 55,982
872,592 676,284
EZEER 17. ENTRUSTED LOANS
—E-IF
ZB-RE +ZA
~A=tH =f+-H
30 June 31 December
2016 2015
o8 1’288
Fl= (%) A AR%TR % ) IR ARETR
Principal Principal
Interest amount Interest amount
rate (%) Maturity RMB'000 rate (%) Maturity RMB'000
k] Current
ZRHEH-HER Entrusted loans - secured 5.05 2016 20,000 505510 2016 120,000
FEH Non-current
EHEHN-EER Entrusted loans - secured 6.40 2017 150,000 621640 2017 550,000
170,000 670,000
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B

18. AIAHERE

Shenzhou International Group Holdings Limited )1 BB 5= @2 f% B IR 2 7]

E-T—XRNEXNAZFTAHLENMEA Forthe six months ended 30 June 2016

18. AVAILABLE-FOR-SALE INVESTMENTS

—E-XF —T—hF
AA=tH +=ZA=+—H
30 June 31 December
2016 2015
AR®T T ARBEF T
RMB’000 RMB'000
AERMEERITHESEESSR  Finandial products issued by
financial institutions 2,380,000 800,000

N-ZT—XRNENAZ+H BerEEmeE
1A TEREEAARY2380,0000007T (=&
—hAF+=ZA=+—8: AR®800,000,000
TC) BB B G JO IR A AR B AR o R iR
EEREBHOERBREREHARIMABR
NRFEHFETRA ([ ETHRR]) FE14071
HZEERERET ZABRENRT PR
5% IS BERZE S BIE M N EK AR T
REMBNEBEBTZ2EATBRIRS EERAE
BEZRANBETHARTE - SRERZT
HAOR—F AEAFRIHREREEISN (=
E—RAF+_A=+—H8:50%) RBIE
BeafgiBm ZEemERNEBERR
Ko REB AN IPHEZEERER-

As at 30 June 2016, certain financial products issued by
several financial institutions with a carrying amount of
RMB2,380,000,000 (31 December 2015: RMB800,000,000) were
stated at cost less impairment. The relevant size tests pursuant
to Rule 14.07 of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”)
for such financial products, when grouped by each financial
institution, are all less than 5% and the investment in such
financial products do not constitute notifiable transactions of
the Company under the Listing Rules. The directors are of the
opinion that their fair value cannot be measured reliably. The
financial products have terms of less than one year and have
expected annual rates of return up to 4.8% (31 December 2015:
5.0%). Pursuant to the underlying contracts or notices, these
financial products are capital guaranteed upon the maturity
date. The Group does not intend to dispose them in the near
future.
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19.

20.

HE-T—XFEAZ+HLWLNEA Forthe six months ended 30 June 2016

BEAER 19. PLEDGED DEPOSITS
—B-RF —T-hF
AB=tH +=ZA=+—H
30 June 31 December
2016 2015
AR®T ARBETF T
RMB’000 RMB'000
BLONE $3 B4 T 4 1R Pledged for foreign currency swaps 450,003 1,830,908
RZE—XNEFEXNA=Z+H " BEHI72,774,000 As at 30 June 2016, bank balance of approximately
E 7T (H) AR #450,003,000T) (ZE—H US$72,774,000 (approximately RMB450,003,000) (31 December
F+-_A=+—H:B1E#208,046,000 2015: bank balances of approximately US$208,046,000,
% JT * 5,800,000,000 H * 14,000,000 7T JPY5,800,000,000, EUR14,000,000 and CHF22,866,000 (totaling
LA %222,866,000%% )£ BB (& FH 49 A R #& approximately RMB1,830,908,000)) were restricted until certain
1,830,908,0007T ) 2 $R1T4E 84 ) < SRITEE R TY foreign currency swaps held by the Group are settled. The
EEER BEEREELEMENE TIMNE pledged deposits carry interest at fixed rate ranging from 1.8%
HEAILL - ZECEBPERIENTI8ER to 1.9% (31 December 2015: from 1.2% to 2.9%) per annum.
1OEMEEMEFE(ZE—RFTA
=+—H12EZE29E) -
BAERRRE 20. TRADE AND BILLS PAYABLES
MEZEB  ENERARERZRE DT An aged analysis of the trade and bills payables as at the
T balance sheet date is as follows:
—B-RF¥ —E—RF
~B=+H +=-—A=+—H
30 June 31 December
2016 2015
ARET AREFT
RMB’000 RMB'000
NEAR Within six months 693,720 642,818
NEAE—F Six months to one year 22,670 21,636
—FEF One year to two years 6,676 4,341
—FE Over two years 8,368 9,740
731,434 678,535
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HE-ZT—XFENAZ+BLNEA Forthe six months ended 30 June 2016

21. H B ROE R B R IE 21. OTHER PAYABLES AND ACCRUALS
—B-RF —T—-h%F
AB=tB +Z-A=+—H
30 June 31 December
2016 2015
AR¥T ARBEF T
RMB’000 RMB'000
FEFTRISZ Accrued expenses 216,409 296,989
FA 7K HE FE A 3T Payable for Water Use Right 76,000 76,000
BEWE. Jﬁﬁ%& L= Payables for purchase of property,
FETRIE plant and equipment 25,800 74,896
BHRETREZRES Guarantee deposits related to
construction projects 10,040 5,740
TE U R TE Advanced from customers 66,875 76,054
E b AT R IE Other taxes payable 144,235 52,660
FERHIEIE M e 2 IRE Dividends payable to
non-controlling interests 587 587
HAt Others 77,675 60,013
617,621 642,939
HEMEMNFIEREGTFIBECRMELEAR The carrying amounts of the other payables and accruals
BEE HMENRIBETGE - approximate to their fair values. Other payables are non-

interest-bearing.
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Bz _Z—XREA=+tHItEA

—E-R¥+=A=1+—H

For the six months ended 30 June 2016

22. INTEREST-BEARING BANK BORROWINGS

30June 2016 31 December 2015
BERAE BRFI=
(E) A AR®T T (E) IHE AR®TL
Effective Effective
interest interest
rate (%) Maturity RMB'000 rate (%) Maturity RMB'000
] Current WERT IR
RERER/ RERER/
EBET BBHRT
REFEE REFLE
+0.74-0.925 +1-135
SFITEF - EHF  Bankloans - unsecured LIBOR/HIBOR 2017 1,196,580 LIBOR/HIBOR 2016 586,460
(RERER) (due for repayment +0.74-0.925 +1-1.35
for demand)
RITEF-FHEAE  Bankloans - secured 3.0-3.22 2019-2021* 224,848** 29-30 2019-2020 70,391
(REKER) (due for repayment
for demand)
1,421,428 656,851

*¥

ZERTEEHARDEE RARRITHE
BRYBNIRERZRURSERTHA
E—TEBRAEEBR RERAREEEE
RASIRIT 2 (FAA 484 o

ZERITEEE A Gain Lucky VietnamFT# B
ZHBREERE RZE—XERAZT
H- BHEIFRE 2RI EE £81,329000%
7T (49 A R #539,307,0007T) * (R EHE A
70,823,000% 7T (#) A R #469,639,0007T) °

*¥

These bank borrowings are included in current liabilities as the
banks have an overriding right to call for cash repayment on
demand at any time without further reference to the Group and
to demand settlement of any balance owing by the Group to
the banks.

These bank borrowings are secured with the relevant
equipments owned by Gain Lucky Vietnam, as at 30 June 2016,
the original value of the secured equipments is US$81,329,000
(approximately RMB539,307,000) and net book value is
US$70,823,000 (approximately RMB469,639,000).
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BE_ZT-R"FRXA=THLANEAR

For the six months ended 30 June 2016

22. T EBITEE (@) 22. INTEREST-BEARING BANK BORROWINGS
(continued)
—E—RE —E—FHF
~NA=1+H +=—A=+—H
30 June 31 December
2016 2015
AR¥T T AREEF T
RMB’000 RMB'000
MR- Analysed into:
/,\75/‘—|—§|JHH MERZ Bank loans and overdrafts repayable:
SRITERNE Y
—£ WEX&E* Within one year or on demand 1,421,428 656,851
@ RIZE—RNFAA=1TH BREEEARE (@  As at 30 June 2016, except for certain bank borrowings with

1,196,580,0007C 2 % TR/ THEE LB LT E

Sh - EEAfEE AR TEHE -

) FEBEFRITERK
R

23. AT ARES

EREHAAQAEME (b)

aggregate amount of RMB1,196,580,000 are denominated in
Hong Kong dollars, the rest of the borrowings are denominated
in United States dollars.

Certain bank loans and credit facilities of the Group are secured
by the Company.

23. CONVERTIBLE BONDS

—E—-XF —T—FHF
~NA=+H +=—A=+—H
30 June 31 December
2016 2015
AR®T ARBFIT
RMB’000 RMB'000
—“ZE-NFESNATNAH Face value of convertible bonds
é’éﬂZT?ﬁﬂx%%ZEﬁ issued on 18 June 2014 3,097,380 3,097,380
BTBH Issuing expenses (53,790) (53,790)
I Equity component (197,140) (197,140)
RZZE—WFA+/\BHZ  Liability component on initial
wRHBEH S recognition on 18 June 2014 2,846,450 2,846,450
ExgETE Effect of exchange rate changes 216,835 160,278
ZETBVE AR Accumulated finance costs 104,191 72,169
FEAT FI & Interest payable 51,366 38,112
BEHS Liability component 3,218,842 3,117,009

Shenzhou International Group Holdings Limited H il B8 B & @2 3% 5 fR 2 7]
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HE-T—XNFENAZ+HLNEA Forthe six months ended 30 June 2016

23. AJEARES (&) 23. CONVERTIBLE BONDS (continued)

RZZE—NFRNA+N\B  KRQARETA
&%%@%ﬁa900000000,?§7EJ5A T—-NFERA
+NAB ([2/88 ) BB AR ES - ¥1
BEREASRARNREREAR3856/E T (A F
EJ%%)%—EE%IJ%%OT BRIEZAIEER

R BB oI BRI S ESH A B E
E?§$$H§EZ1O3.86%EE@ RZZE—RENR
At+—B KER_-_Z—AFRPKEE
BB ERAELERAR T BIZ7508 T

BEMD RETHHD 2 ARBERATREES
BITHRETE -

EE%EZQﬁﬁnﬁmf@ﬁﬁ%ﬁKT
BT E S 2 T 5 R3I55E 51 H - R %R
RS 2 BE ﬁAk%%‘$2%ﬁ
Wo

“E-RENAZTR ABREESFOR
AERAREERS

5

F-RFRA=TE BMEESHEA
LESERBARR 2 LB -

On 18 June 2014, the Company issued convertible bonds
which will be due on 18 June 2019 (the “maturity date”), in
the aggregate principal amount of HK$3,900,000,000 with an
initial conversion price of HK$38.56 (subject to adjustment)
per ordinary share of the Company, and the coupon rate is
0.5%. Unless previously redeemed, converted, purchased or
cancelled, these bonds will be redeemed at 103.86% of their
principal amount on the maturity date. On 11 June 2016, the
conversion price has been adjusted to HK$37.50 per ordinary
share of the Company upon the declaration of the final 2015
dividend.

The fair values of the liability component and the equity
component were determined upon the issuance of the
convertible bonds.

The fair values of the liability component was calculated using a
market interest rate of 3.55% for an equivalent non-convertible
bond. The residual amount, representing the value of equity
component, is included in reserves in shareholders’ equity.

The fair value of the convertible bonds approximated to their
carrying amounts as at 30 June 2016.

As at 30 June 2016, no bond holders have converted their
bonds into ordinary shares of the Company.
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HE-ZT—XFENAZ+BLNEA Forthe six months ended 30 June 2016

24. AiE 24. COMMITMENTS
EREE Capital commitments
—E2-RF —T-RF
ANA=t+H +-A=+—8
30 June 31 December
2016 2015
AR®T ARBET T
RMB’000 RMB'000
BETHEREE: Contracted, but not provided for:
BEYE BREREE Acquisition of property,
plant and equipment 513,006 329,813
513,006 329,813
25. RAREE 25. CONTINGENT LIABILITIES
AEBR-_ZE—RNFNA=ZTHTESE KN The Group did not have significant contingent liabilities as at 30
REB(ZE-—HF+-A=+—H:8\)- June 2016 (31 December 2015: Nil).
26. EBEALTRS 26. RELATED PARTY TRANSACTIONS
(a) EBERBALTZXRZS (@) Transactions with related parties
(1) —XMXZ (1)  One-off transaction
BEBHR-_ZE—-—XR"FAQA Pursuant to Sale and Purchase Agreement dated
ZtTRBZEEWE FAEEE 26 May 2016, the Group acquired the property
MERAMEZEBRAR ([HIM situated at Wangjiang County, Anhui Province,
B AWEANPEARKLM People’s Republic of China from Ningbo Shenzhou
BELZBELIH oM aHE Properties Co, Ltd. (“Shenzhou Properties”)* at an
SRER/ARE134,047,8427T aggregate cash consideration of RMB134,047,842.
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HE-T—XFEAZ+HLWLNEA Forthe six months ended 30 June 2016

26. BEBEANERF (#) 26. RELATED PARTY TRANSACTIONS (continued)
(a) EBARBEAL ZRF (E&) (a) Transactions with related parties (continued)

(2) BEBALZRHEXE (2) Continuing transactions with related parties
AEBHZE-ZT - FEK=F The Group had the following continuing significant
—RFEANA=TRHIEANBEAHERE transactions with its related parties, including
B ALT (BIEEERABEA directors and their associates and companies
AR B ZERIRRZES 2 AR))E controlled by the controlling shareholder, for six
TTNIHEERRS: months ended 30 June 2016 and 2015:

BEAA=THLEAREAR

For the six months ended 30 June

—B-RE¥ —E-RF
2016 2015
AR®T ARBETF T
RMB’000 RMB'000
MEMNEZETHEME - Lease of property, plant and
TR 5= K 5% 4 equipment from
Shenzhou Properties* 4,405 4405
B B M 3 A Provision of processing
AR AE] services from Ningbo
([ERMNttam] )~ Shenzhou Shitong Knitwear
RN T AR Co. Ltd. (“Shenzhou
Shitong")* 8,377 6,922
BERES =i Purchase of packaging
BRATF ([ZER materials from Shaoxing
BEMRRF]) County Huaxi Packaging
K ey Materials Company
Limited (“Huaxi Packaging
Company”)** 24,315 21,142,
* BRNEERFEMEBAARA R ER— & Shenzhou Properties and Shenzhou Shitong are
BRITE ST controlled by one of the Company's executive directors.
o EEARMATIHAARER—EH *  Huaxi Packaging Company is controlled by the relatives
TEREZHBIES - of one of the Company's executive directors.
MEBALT2RERBEEIREEH The purchases and lease from the related parties were
RAMEFEZEPRHEZAFRER R made according to the published prices and conditions
1EFRHETT o offered by the related companies to their major
customers.
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BE_ZT-R"FRXA=THLANEAR

BBEALTRE (&)
(b) EEBEEE A L4585

26.

REBREBRATBATERNER

26.

For the six months ended 30 June 2016

RELATED PARTY TRANSACTIONS (continued)
(b) Outstanding balances with related parties

The Group had the following significant balances with its
related parties:

— N —T-hF
~B=+H +—A=+—H
30 June 31 December
2016 2015
ARMET T ARBEF T
RMB’000 RMB'000
FEAS A EE A 5B Amounts due to related parties
—E 5 A —Trade related
EFBEMAT Huaxi Packaging Company 3,158 2,166
FRM Shenzhou Shitong 2,762 -
5,920 2,166
(0 FEEBEAEMS (c) Key management compensation
BEXA=THILAXEA
For the six months ended 30 June
—E—RF —HF
2016 2015
ARMT T AREFTT
RMB’000 RMB'000
& NH b G H Salaries and other short-term
EERF employee benefits 11,988 11,983
BERL 2 B A Post-employment benefits 63 61
12,051 12,044

27. REHEREE

RZE—RNRFNAZFRB RARIHEE
%QTZEé%QT@%(E%)EE&QT
(IBBEEDBEBTROBE DS ~20)
RERESEFBEEON S EBVERA
A(EBESE (BB)BERAAHFE (F
B)BRAE TREERGER AR B
EERHERAT R EEEHERHBERED
A ZIEE BROBEEZRIERZE—X
FNA—BEK - FEHEBV)ERARERETF
NARFBRAERERBRESRIEAE R
fer BEXS-

Shenzhou International Group Holdings Limited &1/l

27. EVENTS AFTER REPORTING PERIOD

On 26 August 2016, the Company entered into a share
purchase agreement with NetEase (Hong Kong) Limited
("NetEase HK"), a wholly-owned subsidiary of NetEase, Inc,
pursuant to which the Company agreed to transfer 49% equity
interests of MAXWIN (B.V.I) LIMITED (5 B (BV.)E R A 7))
(which holds Maxwin (Hong Kong) Limited, Maxwin (China)
Limited, Anhui Maxwin Fashion Co., Ltd., Ningbo Maxwin
Fashion Co,, Ltd. and Shanghai Maxwin Garments Co,, Ltd.) to
NetEase HK. The share transfer was completed on 1 September
2016. MAXWIN (B.V.1) LIMITED and its subsidiaries are engaged
in the retail business of casual and sportswear apparel under
their own brands in mainland China.

BEEREEERAR AR Interim Report 2016 AR



IREFRHER
BE-T-AFAAZTALAEA A%ER

hAREPFPZIHEHINBIEEREN3% (B2
—HFERA=THIERER 84%) - AEBEB R
R FER 2 RGBT L31% (B E =2
—RHFENAZFTHIERNEAR 30%) - AEEEE
HFrEXPRHEFEFRBASIEFBREANBERE
ES X

EERHEFRBNER

REBEZE-ZZT-R"FAA=TRHIERNER ZFEH
BERERNRBRETANBERARFAERF 2 EM
EBER R

EERBETRAEREAQTARMGH
BaERKXRE

R-Z—RERNA=1TH BREZHLIEGED
([&& %&Eﬁéﬁf%@ﬂj)%XV*B%HSZ%W‘*BE%D@
ARBMBRMERZMBERAR ([HFM]) -
WAREE 5 M E GPIE35206MF B 2 B A
BHoRBELTRAA LT HRTAESTETES
R HHIEESTRI (MF2ESTR]) B & AR B3] A
R BAARREERESTTBRARBRAAR
ARERBEEER (RESLHE f':kW‘J%XV*BZ/u
)2 HERD RERE 2 BENAR (8
AR %?&Hﬂi"iﬂﬂﬁllZEZQ%XEHS%i%%
HERFBITHRABRHBE R RIS 2R SRE)
LI

B

Other Information

MAJOR CUSTOMERS AND SUPPLIERS

For the six months ended 30 June 2016, the Group's sales to the top
five customers accounted for approximately 83% (for the six months
ended 30 June 2015: 84%) of its total sales. The Group's purchases
from the top five suppliers accounted for approximately 31% (for
the six months ended 30 June 2015: 30%) of its total purchases. The
Group aims at maintaining the long-term cooperative relationship
with reputable customers and suppliers in order to expand its
business.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESSES

For the six months ended 30 June 2016, none of the Directors 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 2016, 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 (the “SFO")) which were notified to the Company and
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to Divisions 7 and 8 of Part XV of the SFO (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 Listing Rules, were as follows:
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RELAAREBRPZHE Long positions in ordinary shares of the Company
EEAREEIT
®E liks3 SHRERER RH &R RAEABMAOBED
Approximate
Percentage of
the Issued Share
Capacity and Capital of
Name Notes Nature of Interest Number of Shares the Company
ESh=t b 1 N 751,687,500 53.73%
Mr. Ma Jianrong 1 Corporate interest 751,687,500 53.73%
BCMESE 2 NS 85,837,500 6.14%
Mr. Ma Renhe 2 Corporate interest 85,837,500 6.14%

B 5E Notes:

R-ZE—RNENAZ+B HBERERQA ([
K —RREBEZBESEMRIZBRAAF])
FE 75033250008 0 i T REHHEBR A A
([FTEE])  BMX (HK) LTD. ([BMX ] ) B %
BRAF ([FIZE]) A9 B A %A 714780.08%
#4913.9200 ) #16.00% 7 #zm - TEHF (— KN KB
BRXBEEFMAZI 2 BRAR)BEEELLESR
BHEA  BMX (—RRABE LB S Mk 2
BERARBHEENEE (BEERAEZHKX
REBECEZZE)2EES FIE (—RREAE
BRELZBESFMAY 2 BRARHEERLE
(AREETEZRB)2EHRB -R_T—RF
NAZ+TH - TEBHEAF3550000% %1% - BIEE
HFEREEGRY SRELKTERRERHBENTE
2.750,332,5000% % 10 J2 T B 5§ P A 2. 1,355,0008%
MR-

2. RZE—RNENA=ZTH E=aS£EBAEHRAAF
(lE|] " RREBRLHSIAMALZER
A 7)) #5 F85,837,5000% B& 1 - MiMCC Group Ltd.
(IMCCHBEAEEETERERERES (REH
NTEEBYBZET ITHEREERRES L))
BIl 5> B A 3% R B172.94% F.27.06% 2 FE 2 © MCC
(—FRREBELZEESEMAZIZARAR) B
MEEHFCNEE (REERTEZEN)2EH
B RIEFEFMARES SCMEEERAERS
= FTH B 2.85,837,500M8 R (0 P HE A MRS o

Shenzhou International Group Holdings Limited )1 BB 5= @22 i B IR 2 &)

As at 30 June 2016, 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). As at 30 June
2016, 1,355,000 Shares were held by Splendid Steed. By virtue of the
SFO, Mr. Ma Jianrong is deemed to be interested in the 750,332,500
Shares held by Keep Glory and the 1,355,000 Shares held by Splendid
Steed.

As at 30 June 2016, 85,837,500 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 72.94% by MCC
Group Ltd. ("MCC") and 27.06% by certain senior management of the
Group including Ms. Zheng Miaohui, Mr. Wang Cunbo and Ms. Chen
Zhifen (they are executive Directors). 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 85,837,500
Shares held by Fairco.
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EH LA RAFIURCERARARFEZE
AL AR BARAE ST RIE & AR R FEE A F - AN
RABEERBERTRAEGREREE PR IEHE
BARBIREMBEE (ZESFLBERDIEXV
BB ) 2 Btn - ARRARR D M B E 2 R TOR

AN
=K

AR R SHEAERIZER AR BB QB SR R B
RAIPRHAREI L EM L SARRERL
ERTBAR (BREFZEBIRDT/\BmL
F2) AT REB AR QR K EARBAE 2 B DA
RAR D SR AR T 2k ©

FERRRAEAQARDHER R AR

RZZE-RFRNA=1TH TIHAL(ARFEF
BRON) AR BIRIERE 75 K B B 1R DI 533616 FT 17
B2 RR B M AR EE AR B EITAN%K A
EzREmmT

B

Other Information

Save as disclosed above, as at 30 June 2016, 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 2016, 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:

RAEAREBRPZHE Long positions in ordinary shares of the Company
EEARAB D BT
=x! B B REzRER RO E RAEBNED L
Approximate
Percentage of
the Issued Share
Capacity and Capital of
Name Notes Nature of Interest Number of Shares the Company
IES 1 EnEBA 750,332,500 53.63%
Keep Glory 1 Beneficial owner 750,332,500 53.63%
TES 1 NGIE: 325 750,332,500 53.63%
Splendid Steed 1 Corporate interest 750,332,500 53.63%
1 EnEBA 1,355,000 0.10%
1 Beneficial owner 1,355,000 0.10%
B 2 ERBERA 85,837,500 6.14%
Fairco 2 Beneficial owner 85,837,500 6.14%
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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 NG Eas 85,837,500 6.14%
MCC 2 Corporate interest 85,837,500 6.14%
P& Notes:
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As at 30 June 2016, 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). As at 30
June 2016, 1,355,000 Shares were held by Splendid Steed. By virtue of
the SFO, Splendid Steed is deemed to be interested in the 750,332,500
Shares held by Keep Glory in addition to the 1,355,000 Shares held by
itself.

As at 30 June 2016, 85,837,500 Shares were held by Fairco, a company
incorporated in the British Virgin Islands with limited liability,
which is owned as to 72.94% by MCC and 27.06% by certain senior
management of the Group including Ms. Zheng Miaohui, Mr. Wang
Cunbo and Ms. Chen Zhifen (executive Directors). 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
85,837,500 Shares held by Fairco.
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Other Information

Save as disclosed above, as at 30 June 2016, no person, other than the
Directors, whose interests are set out in the section headed “Directors
and Chief Executive's 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.

DIVIDEND

At the Company's annual general meeting held on 26 May 2016,
the shareholders of the Company approved the payment of a final
dividend of HK$1.07 (equivalent to approximately RMBO0.9) (including
a special dividend of HK$0.35) per share for the year ended 31
December 2015 to the shareholders whose names appeared on the
register of members of the Company at the close of business on 10
June 2016. The dividend was paid by the Company on 15 June 2016
in cash.

The Board does not recommend the payment of any interim dividend
for the six months ended 30 June 2016 (for the six months ended 30
June 2015: 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 Listing
Rules.

The Company has complied with all the code provisions of the
CG Code throughout the six months ended 30 June 2016. 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 2015 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 of the Company were
revised accordingly based on amendments to the Listing Rules and
the CG Code during the six months ended 30 June 2016. The terms
of reference for each Board committee 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 A.6.5 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 on
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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Other Information

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 26 May 2016 to answer shareholders’ questions about the conduct
of 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. Such policy and procedures
are available on the website of the Company.

SECURITIES TRANSACTIONS OF DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in the Listing
Rules as the Company's code of conduct regarding Directors’
securities transactions (the “Securities Trading Code”). A copy of
the Securities Trading Code is provided to all Directors on their
appointment. 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 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 six months ended 30
June 2016.

Senior management may possess unpublished price-sensitive
information or inside information due to their positions in the
Company, and hence, are required to comply with the dealing
restrictions under the Securities Trading Code.

CHANGES TO INFORMATION OF DIRECTORS

During the six months ended 30 June 2016, there were no changes
to the information which are required to be disclosed and has been
disclosed by Directors pursuant to paragraphs (a) to (e) and (g) of Rule
13.51(2) of the Listing Rules.
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SEZERERAR

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries has purchased,
redeemed or sold any of the Company’s listed securities for the six
months ended 30 June 2016.

SHARE OPTION SCHEME

No share option scheme was operated by the Company as at 30 June
2016.

THE BOARD

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

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 four
Independent Non-executive Directors, namely Mr. Jiang Xianpin,
Mr. Chen Xu, Mr. Chen Genxiang and Mr. Qiu Weiguo. Mr. Jiang
Xianpin was the Chairman of the Audit Committee. His expertise
in accounting, auditing and finance enables him to lead the Audit
Committee.

The principal responsibilities of the Audit Committee are to conduct
critical and objective reviews of the Group's financial and accounting
practices, risk management 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, and are updated and amended according to the relevant
requirements from time to time.
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Other Information

The Audit Committee has reviewed with the management the
accounting principles and practices adopted by the Group and
discussed matters relating to auditing, risk management, internal
control and financial statements, including a review of the unaudited
financial statements for the six months ended 30 June 2016.

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 Mr. Ma Renhe,
an executive Director, Mr. Chen Genxiang, Mr. Chen Xu and Mr. Jiang
Xianpin, Independent Non-executive Directors. Mr. Chen Genxiang is
the Chairman of the Remuneration Committee.

The principal responsibilities of the Remuneration Committee are to
make recommendations to the Board on the overall remuneration
policy and structure for the Directors and 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.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the Directors, at least 25% of the Company’s
total issued share capital was held by the public as at the date of this
report.

By Order of the Board

Shenzhou International Group Holdings Limited
Ma Jianrong

Chairman

Hong Kong, 22 August 2016
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