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ASSETS

Non-current assets
Freehold land and land
use rights

Property, plant and equipment

Investments accounted for
using the equity method

Deferred income tax assets

Total non-current assets

Current assets
Inventories

Trade and bills receivables

Prepayments, deposits

and other receivables

Derivative financial
instruments
Pledged bank deposits

Cash and cash equivalents

Total current assets

Total assets

EQUITY

Equity attributable to

owners of the Company
Share capital: nominal value

Share premium
Other reserves
Retained earnings

Non-controlling interests

Total equity

BE

FRBEE
IKAERLIB R
3 {sE
e QN G
EREREARZ

RE
ERFEHEE

FRBEERE

REEE

F&
FEUE 5 K SRR 7R0R
BNZRE B2k
Ho At FE UK AR K
ITESRTA

EHIRRITIFK
AL MREEHEY

hBEERE
BEEAE
i
RATERA
P4k
A BREE
vyt
HAt
R A
FEEEHItE R R

[ Eab]

Note
HfeE

~

10
11

12

16

17
17

Unaudited Audited
RIBERZ KEZ
30 June 31 December
2017 2016
—F-—tF T AF
ANA=+H +=—A=+—H
RMB’000 RMB’000
AR®Fr AREFIT
841,755 695,184
6,468,703 6,231,119
110,637 99,349
96,828 117,004
7,517,923 7,142,656
3,437,456 2,931,297
1,522,485 1,589,990
602,501 1,308,115
168,230 317,882
181,124 181,201
1,055,939 1,813,208
6,967,735 8,141,693
14,485,658 15,284,349
96,709 96,709
433,777 433,777
567,629 566,590
4,488,265 4,051,645
5,586,380 5,148,721
49,843 42,723
5,636,223 5,191,444
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) o
Unaudited Audited L~
P wen L
30 June 31 December &
2017 2016 R
—g—tfE T A g
AA=+H +=—A=+—8H
Note RMB’000 RMB’000 8
Hfat ARBTF T AREFT %
LIABILITIES 8% %
m
Non-current liabilities FRBEE o
Borrowings BE 15 3,069,042 2,559,625 8
Deferred income tax liabilities JEFEFT/SH & & 142,177 113,377 %
(@)
Total non-current liabilities £ B & BEEE 3,211,219 2,673,002 E
>
Current liabilities REEE m
Trade and bills payables ERNESREEHRE 13 2,755,784 3,044,295 o
Accruals and other payables FEH2 % i & H b :E
JERTFRIB 14 664,686 721,658 e
Current income tax liabilites & HiFT/S3 5 & & 44,526 72,006 Z
Borrowings e 15 2,122,896 3,549,669 Qo
Derivative financial THESMIA (7))
instruments 16 50,324 32,275 E
m
Total current liabilities REBAEAE 5,638,216 7,419,903
Total liabilities EEH8E 8,849,435 10,092,905
Total equity and liabilities #EXKEE 14,485,658 15,284,349

The notes on pages 12 to 71 form an integral part £ 12E 71 B 2 Wit AL ERLES &
of this condensed consolidated interim financial ~ FE&ER 2 —&8%5 °
information.
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&
AR
=
a8 Unaudited
4 RBEZ
2 Six months ended 30 June
*x BZXA=tHLXMER
(o} 2017 2016
g —E—+F ZE—RE
o Note RMB’000 RMB’000
g Hfat AR%F T ARBTFIT
I"ﬁ Revenue WA . 6 7,448,497 5,821,792
(w) Cost of sales SHE A 20 (6,301,884) (4,760,565)
(@)
g Gross profit ER 1,146,613 1,061,227
(%2}
IQ Selling and distribution costs 4% & % #5532 20 (263,867) (216,252)
B General and administrative ~ —fi& & 1T
> expenses 20 (247,447) (226,828)
= Other income HWA 19 114,447 7,050
S Other gains — net H ek % 58 19 51,632 78,125
(z) Operating profit Feg— il 801,378 703,322
(@)
= Finance income B AU A 21 4,263 5,137
m Finance costs 58 A 21 (57,242) (164,266)
@ Share of profits/(losses) of S A%
> investments accounted for  ABR 2 & &,
m using the equity method (&18) 9 6,267 (1,214)
<
E Profit before income tax RTS8 ANER 754,666 542,979
-
Income tax expense FriSfiA X 22 (104,672) (86,859)
Profit for the period HRER 649,994 456,120
Attributable to: BUTR & 75 FE 4L :
=] Owners of the Company ViN/NEIEZ DN 644,740 456,709
&3 Non-controlling interests FEHE Il M A 2 5,254 (589)
o]
4
2 649,994 456,120
m
x
3
= Earnings per share for AAREE ARG
pe profit attributable to BRAZERER
3 owners of the Company 23
=
= — Basic earnings per share  — S E AR Z A RMB0.70 RMB0.52
§ AR¥o070Tt AR®0.527T
m
o
- — Diluted earnings per share — & J& 8 2 A RMBO0.70 RMBO.52
= AR¥070t AR%0.527T
3
3
gig The notes on pages 12 to 71 form an integral part £ 12ZE 71 B 2 T &t R4S F HY
at of this condensed consolidated interim financial B & R 2 —25H -
& information.
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Profit for the period

Other comprehensive income/
(losses)

Item that may be reclassified
subsequently to profit or loss

Share of other comprehensive
income/(losses) of investments
accounted for under equity
method
— Share of currency translation

reserve
Currency translation differences

Total comprehensive income
for the period

Attributable to:
Owners of the Company
Non-controlling interests

The notes on pages 12 to 71 form an integral part
of this condensed consolidated interim financial

information.

Unaudited
RISER
Six months ended 30 June
BEAA=1THLAEA

2017 2016
—E—+F —T—RF
RMB’000 RMB’000
AR¥TF T AREFT

HRER 649,994 456,120
Hib2mEmikas

(&518)
HEAREE B

FHEm7IEH
DE AR A

BEzEMEE

Wz (1)

- D&

] 5,021 (1,308)

EHE N =R (1,883) 848
e T

ok 653,132 455,660
&L
VIN/NETEZ 2 =N 648,074 456,249
FE4R ) 1 A 2 5,058 (589)

653,132 455,660
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Unaudited
RMEE;
Attributable to owners of the Company
ADEEA AR
Non-
Share Share Other  Retained  controlling Total
capital  premum  reserves  eamings interests equity
S

RE BiEE  EtRERE  REEN B ERER
RMB000  RMB000  RMBO000  RMBO000  RMB000  RMB000
ANRETT AEETL ARETT ARETL ARETT ARETL

Balance at 1 January 2016 RZB-RE-F-BHEE 94,064 189218 509922 3,117,951 21414 3,938,569
Comprehensive income 2ENE
Profitfor the period Bt - - - 456,700 (589) 456,120

Other comprehensive incomel(loss) H#t2Ek%/ (E8)
Share of other comprehensive AMERER AT ABERRL
losses of associates accounted At 2EHR

for under equity method
- Share of currency translation - PEERERER
reserve - - (1,308) - - (1,308)
Currency translation differences EHERER - - 848 - - 848
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Total comprehensive income

HE-Z-RERA=TH

for the six months ended tAER2EYELSE
30 June 2016 460) 456709 (569)
Transactions with owners AREREAZRS

= Capital injection from non-controlling B AFHERBRTE
-] shareholders of subsidiaries - - - - 1,600 1,600
o] Dividends relating to 2015 paid REE-AERARNEE
G in May 2016 “E-RERE - - - (®15) - (®15)
o Employee share option scheme S EE E) - = 3517 = = 3511
= Transfer fiom revaluation reserveto ~ E (i EEAZREET
g retained earnings
3 - gross -3 - - (3611) 3611 - -
S - eferred income tax - BEREH - - 972 (972) - -
C
H
@ Total transactions with owners ~ SEREREAZRHEE - - 938 (86,516) 1600 (83,978)
* -_ LELAT
= Balance at 30 June 2016 REB-REAA=TAM
g 3 94,064 189,218 510400 3488 144 28425 4,310,251
b
2]
af
p=ii)
P>
a

(=
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Unaudited
AN

Attributable to owners of the Company

FOARRNEL

Non-
Share Share Other  Retained controlling Total
capital  premium  reserves  earnings interests equity
FRHH
ke RtaE HtRE  REER Bi EmAR
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARRTL ARETL ARMTL ARETT ARETRZ ARETR

Balance at 1 January 2017 RZF-tE-A-AMER 96,709 433,111 566,590 4,051,645 42723 5191444
Comprehensive income 2EkE
Profit for the period il - - - 644740 5254 649,994

Other comprehensive incomel(loss) H#t2Ek%/ (E8)
Share of other comprehensive HMERERETAREL
losses of investments accounted £ 12 EE

for under equity method
~ Share of currency translation - HMEERERGE
reserve - - 5,021 - - 5,021
Currency translation differences EHELER - - (1,687) - (196)  (1,883)
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Total comprehensive income BZ-E-t5/A=1H

for the six months ended trERRENELE
30 June 2017 - - 3334 644,740 5058 653,132
Transactions with owners AREREAZRS
Changes in ownership interestsin W& H|EZE TRITEAE
subsidiaries without change of control 7 A EEFEE - - (2062) - 2,062 -
Dividends relating to 2016 paid RZZ—tERARNEE
inMay 2017 “E-7E7RE - - - ) - )
Employee share option scheme REERETE - - 1,784 - = 1,784
Transfer from revaluation reserve to -~ FEEEAEAZRE AR S
retained eamings E
- gross -g - - (3,181) 3,181 - - 3
- deferred income tax - BREAmEH - = 1164 (1164) S S g
A
Total transactions with owners ~ ERERBAZRHEE - - (225 (081200 2062 (208,353 g
&
Balance at 30 June 2017 RZF-tERA=THH I
i 9,709 433777 567,629 4,488,265 49,843 5,636,223 ")ﬁ'
r\_
The notes on pages 12 to 71 form an integral part F12ET71 B 2 A SRS H HY ﬁ
of this condensed consolidated interim financial BB Rz —28 5 o g
information. o

o
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Unaudited
REBEZ
i Six months ended 30 June
g BEAA=+HALAMEA
o 2017 2016
- —B—LFE T AE
g RMB’000 RMB’000
z ARB#FTT ARBTFIT
m
g Cash flows from operating RELETHNRS
g activities RE
77} Cash generated from operations ~ &K&FTELZIRE 1,394,691 225,108
Q Interest received B UF 8 4,263 5,137
E Income tax paid BEETEE (111,839) (74,835)
—'
m
o Net cash flows generated from REKLEFDHIRE
g operating activities B FEE 1,287,115 155,410
b=
L Cash flows from investing REBRETHNERS
g activities e
P Purchases of property, BEYHE  WE R
= plant and equipment B (429,811) (1,158,976)
m Purchases of land use rights BB+ b A (11,285) (67,633)
E Proceeds from sale of property, HEMZE - BE X
Z plant and equipment RIS FRIE 2,620 1,741
Proceeds from sale of freehold land Hi & 5k A EERE +
IEREE e 16,580 -
Net (payments on)/proceeds from @t T A& E (13%),
settlement of financial instruments 715 78, $ %8 (39,955) 8,501
Payments on acquisition of Ue BB FT B A RIS 3K
subsidiaries, net of cash nRReREE
and cash equivalents EED (355,816) (44,662)
Net cash flows used in investing ~ AR EESHRS
activities FEEE (817,667)  (1,261,029)




Unaudited
RISER
Six months ended 30 June

B S HER

it

o

BEAA=THIEAEA >

2017 2016 (@]

—2-t& -—TiF [

RMB’000 RMB’000 %

ARB#FTT ARHTFT =

m

Cash flows from financing REMETHNRSE g

activities RE g

Proceeds from borrowings BEMSRIE 3,908,646 7]

Proceeds from capital injection EiEel e X = o 8

by non-controlling interests FR1S5K38 - 1,600 g

Repayments of borrowings BEEE (4,740,685) (1,385,670) =

Interest paid EAFLE (184,618) (162,860) o

Dividends paid BEfIRE (210,137) (89,155) g

Decrease/(increase) in pledged EIEIRIRI TN @

bank deposits B, () 77 (78,808) =

ul

o

Net cash flows (used in)/ (AR),/ KE@& ﬁ

generated from financing TEBEIR G 2 IFE e~

activities (1,226,717) 158,796 H

ﬁ

Net decrease in cash and cash BHE&RRESEEY =
equivalents W REE (757,269) (946,823)

Cash and cash equivalents at HyzBe Rk
the beginning of the period HeZEEY 1,813,208 1,940,022
Cash and cash equivalents at BRZEER

end of the period REEEY 1,055,939 993,199

F122 71 B 2RI AR S & 5
MBER 28D -

The notes on pages 12 to 71 form an integral part
of this condensed consolidated interim financial
information.
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GENERAL INFORMATION

Texhong Textile Group Limited (the
“Company”) and its subsidiaries (together,
the “Group”) are principally engaged in the
manufacturing and sales of yarns, grey
fabrics and garment fabrics as well as
garments.

The Company was incorporated in the
Cayman Islands on 12 July 2004 as an
exempted company with limited liability under
the Companies Law of Cayman lIslands. The
address of its registered office is Cricket
Square, Hutchins Drive, PO Box 2681, Grand
Cayman, KY1-1111, Cayman Islands.

The Company’s shares have been listed on
the Main Board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”)
since 9 December 2004.

This condensed consolidated interim financial
information is presented in Chinese Renminbi
(“RMB”), unless otherwise stated.

This condensed consolidated interim
financial information has been approved and
authorised for issue by the board (“Board”) of
directors (“Directors”) of the Company on 15
August 2017.

This condensed consolidated interim financial
information has not been audited.

BASIS OF PREPARATION

This condensed consolidated interim financial
information for the six months ended 30 June
2017 has been prepared in accordance with
HKAS 34, ‘Interim Financial Reporting’. The
condensed consolidated interim financial
information should be read in conjunction with
the annual consolidated financial statements
of the Company for the year ended 31
December 2016, which have been prepared
in accordance with HKFRSs.

—REH
ROFHBEEERAR AR
A1) REM B L E (58 R E
B EIEXEBARERHEED
AR~ AR R E AR AR S o

ARR TR ZZEZEWFLA+=
HEHESHESRERSHER
AEEMRK A —REREE
FRAR] o Hafrsm 2 it &
Cricket Square, Hutchins Drive,
PO Box 2681, Grand Cayman,
KY1-1111, Cayman Islands °
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ACCOUNTING POLICIES

The accounting policies applied are
consistent with those of the annual financial
statements for the year ended 31 December
2016, as described in those annual financial
statements, except for the estimation of
income tax using the tax rate that would be
applicable to expected total annual earnings
and the adoption of amendments to HKFRSs
effective for the financial year ending 31
December 2017.

(@)

New amendments of HKFRSs
adopted by the Group in the first
half of 2017

The following amendments to existing
standards have been adopted by the
Group for the first time for the financial
year beginning on 1 January 2017.

Amendments to HKAS 12 ‘Income
Taxes’ on the recognition of deferred
tax assets for unrealised losses clarify
how to account for deferred tax assets
related to debt instruments measured
at fair value.

Amendments to HKAS 7 ‘Statement of
Cash Flows’ introduced an additional
disclosure that will enable users
of financial statements to evaluate
changes in liabilities arising from
financing activities.

BETHER

Rz BRREABE_T
—RNETZA=T—HILEE
ZEEMBHRER -RINZEF
B RA L) - HEBRAER
RERFERBBEHE AT
B RN - TR E B M7
BEEABITRBE_T—+
FT-A=t—BLVREFE
BER =

(a) AEMR=F—_LFL¥
=R 2 B R R
82354
AEBR = F—LF— 7
— B2 IR B KR
WA TRE LA -

BFREGETERNE 125 [F
BH] (BFTA) SR
HRBEENETERER
E BB AR E
TEMER T ERRIELT
BREEANR -

R ERFTHR R
EREBR| (BIIAR)5IA
BMIMRE - MR B ERE
ERER AR A BRI
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]
]
R
3
=
o)
%
=
i
Bfs
=3
=
o
—
m
w
—
o
—
==
m
o
o
=
(=
m
=
(2]
m
(=]
o
o
=
(723
o
=
=
=
m
o
el
=
=
=
Q
=
r
=
m
o
X
=
=
o
=

SHEHbHI—&= L140d3H WINILNI L10Z

-
w



1
;]
R
-
=
o)
%
=
i
Bfs
&
=
(=]
—
m
w
—
o
—
==
m
o
(=}
=
(=
m
=
(2]
m
(=]
Q
(=}
=
(723
o
=
=
=
m
(=
=t
=
b=
=
Q
=
—
=
m
(=3
)
=
=
[=]
=

ETHEEEPETFEY aILINT dNOYD ITILXIL ONOHXIL

-
£

ACCOUNTING POLICIES (Continued)

New amendments of HKFRSs
adopted by the Group in the first
half of 2017 (Continued)

Amendment to HKFRS 12 ‘Disclosure
of Interest in Other Entities’ is part of
the annual improvements to HKFRSs
2014-2016 cycle. It clarifies that the
disclosure requirement of HKFRS
12 is applicable to interest in entities
classified as held for sale except for
summarised financial information (para
B17 of HKFRS 12).

The adoption of the above new
amendments did not give rise to any
significant impact on the Group’s
results of operations and financial
position for the six month ended 30
June 2017.

New standards, amendments and
interpretations of HKFRSs issued
but are not yet effective for the
financial year beginning on 1
January 2017 and have not been
early adopted by the Group

A number of new standards,
amendments and interpretations to
existing standards have been issued
but are not yet effective for the financial
year beginning on 1 January 2017,
and have not been early adopted by
the Group in preparing this condensed
consolidated interim financial
information. The Group is yet to assess
the full impact of these new standards,
amendments and interpretations and
intents to adopt them no later than
their respective effective dates. These
new standards, amendments and
interpretations are set out below:
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ACCOUNTING POLICIES (Continued)

New standards, amendments
and interpretations of HKFRSs
issued but are not yet effective
for the financial year beginning
on 1 January 2017 and have not
been early adopted by the Group
(Continued)

(b)

(i)

HKFRS 9 ‘Financial Instruments’

HKFRS 9 ‘Financial Instruments’
addresses the classification,
measurement and derecognition
of financial assets and financial
liabilities, introduces new rules
for hedge accounting and a new
impairment model for financial
assets. The Group has decided
not to adopt HKFRS 9 until
it becomes mandatory on 1
January 2018.

The Group does not expect the
new guidance to have significant
impact on the classification and
measurement of its financial
assets as the Group does not
have:

. Debt instrument that are
classified as available-for-
sale financial assets;

. Debt instrument classified
as held-to-maturity and
measured at amortised
cost;

. Equity investments
measured at fair value
through profit or loss.
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ACCOUNTING POLICIES (Continued)

New standards, amendments
and interpretations of HKFRSs
issued but are not yet effective
for the financial year beginning
on 1 January 2017 and have not
been early adopted by the Group
(Continued)

(i) HKFRS 9 ‘Financial Instruments’

(Continued)

There will be no impact on
the Group’s accounting for
financial liabilities, as the new
requirements only affect the
accounting for financial liabilities
that are designated at fair value
through profit or loss and the
Group does not have any such
liabilities. The derecognition
rules have been transferred from
HKAS 39 Financial Instruments:
Recognition and Measurement
and have not been changed.

The new hedge accounting
rules will align the accounting
for hedging instruments more
closely with the Group’s risk
management practices. As
a general rule, more hedge
relationships might be eligible
for hedge accounting, as the
standard introduces a more
principles-based approach.
However, at this stage the Group
does not expect to identify any
new hedge relationships. It would
appear that the Group’s current
hedge relationships would
qualify as continuing hedges
upon the adoption of HKFRS 9.
Accordingly, the Group does not
expect a significant impact on
the accounting for its hedging
relationships.
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3.

ACCOUNTING POLICIES (Continued)

New standards, amendments
and interpretations of HKFRSs
issued but are not yet effective
for the financial year beginning
on 1 January 2017 and have not
been early adopted by the Group
(Continued)

(b)

(i)

HKFRS 9 ‘Financial Instruments’
(Continued)

The new impairment model
requires the recognition of
impairment provisions based on
expected credit losses (ECL)
rather than only incurred credit
losses as is the case under
HKAS 39. It applies to financial
assets classified at amortised
cost, debt instruments measured
at FVOCI, contract assets under
HKFRS 15 ‘Revenue from
Contracts with Customers’, lease
receivables, loan commitments
and certain financial guarantee
contracts. The Group is still
assessing the actual impact
affected by the new model,
it may result in an earlier
recognition of credit losses for
trade receivables. But according
to the preliminary result, the
financial impact is expected to
be immaterial.

The new standard also
introduces expanded disclosure
requirements and changes
in presentation. These are
expected to change the nature
and extent of the Group’s
disclosures about its financial
instruments particularly in the
year of the adoption of the new
standard.

The Group does not intend
to adopt HKFRS 9 before its
mandatory date.
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3.  ACCOUNTING POLICIES (Continued) 3. BHBEX#E)
(b) New standards, amendments (b) FBEMEREERZHT
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and interpretations of HKFRSs
issued but are not yet effective
for the financial year beginning
on 1 January 2017 and have not
been early adopted by the Group
(Continued)
(i) HKFRS 15 ‘Revenue from
Contracts with Customers’

The HKICPA has issued a new
standard for the recognition of
revenue. This will replace HKAS
18 which covers revenue arising
from the sale of goods and the
rendering of services and HKAS
11 which covers construction
contracts.

The new standard is based on
the principle that revenue is
recognised when control of a
good or service transfers to a
customer.

The standard permits either a
full retrospective or a modified
retrospective approach for the
adoption. The new standard is
effective for first interim periods
within annual reporting periods
beginning on or after 1 January
2018. The Group will adopt the
new standard from 1 January
2018.

R AT URBRERC
E—tF-A-REzY
BEECHEMEMKRE
;o BREXAEBEANR
W(E)

(i) BB EEA
FE15HE[EFAK
Yoz |
BERSHRASE
8 M RE RR UK 2k O 3T
R WHKEREE
BEFAERIFE 1855
(REHEEH
12 fH AR 75 BT EE A IR
wm) BB G E
A EMRCRER
EER) ©

FAERI T B e s
R E ) 3 BR 75 122 1l
BHEE TR PR
RERA

BEAERIE TR A
E2HEHN 2R
FHREB I Z
7 ARAZER -
MER TN
F-A—BHzZE&
B 16 1 F 2 3R 5 2
A& B B R A
Mo AREKE =
Z-NF—-H—H
FEER AT AR



i
]
g
3. ACCOUNTING POLICIES (Continued) 3. EHEEE -
(b) New standards, amendments (b) BEBMBREERZHET =
and interpretations of HKFRSs A - BT UARBRER= %
issued but are not yet effective E—tF—A—HEZH e
for the financial year beginning BEECEMEERE =
on 1 January 2017 and have not o BREREBEIRATHR =1
been early adopted by the Group (&) )
. —
(Continued) o
(i) HKFRS 15 ‘Revenue from (i) BERBHREER =
Contracts with Customers’ FE15 [ EREH =
(Continued) Yeas |(48) =
When applying HKFRS 15, FNE ST BRE =]
revenue shall be recognized by AERIZE155% K « &
applying following steps: RS A FEBRER LA TR o
7
. identify the contract(s) . R A 2
with customer; BH g
m
. identify separate . = BE KA Z
performance obligations in ) 78 3L B 4 =
a contract; EfE 3
>
. determine the transaction . B E XS =
price; & : 3
3
=
. allocate transaction . PR 5E 5
price to performance E R O =
obligations; EE 5
. recognise revenue when . R 52 5K 1B #)
performance obligation is & E R R
satisfied. Wiz o
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3.  ACCOUNTING POLICIES (Continued) 3. EIEEK(E)
(b) New standards, amendments (b) BEBMBREERZHET
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and interpretations of HKFRSs

issued but are not yet effective

for the financial year beginning
on 1 January 2017 and have not
been early adopted by the Group

(Continued)

(i) HKFRS 15 ‘Revenue from
Contracts with Customers’
(Continued)

Management has identified the
following area that is likely to be
affected:

. rights of return — HKFRS
15 requires separate
presentation on the
balance sheet of the right
to recover the goods
from the customer and
the refund obligation.
Due to the large size and
low value of the Group’s
products, the historical
goods return rate is very
low.

Based on the preliminary
assessment result, the Group
does not expect a material
impact on the adoption of new
HKFRS 15.
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3:

ACCOUNTING POLICIES (Continued)

New standards, amendments
and interpretations of HKFRSs
issued but are not yet effective
for the financial year beginning
on 1 January 2017 and have not
been early adopted by the Group
(Continued)

(b)

(iii)

HKFRS 16 ‘Leases’

HKFRS 16 was issued in
January 2016. It will result
in almost all leases being
recognized on the balance
sheet, as the distinction between
operating and finance leases
is removed. Under the new
standard, an asset (the right
to use the leased item) and a
financial liability to pay rentals
are recognized. The only
exceptions are short-term and
low-value leases.

The accounting for lessors will
not significantly change.

The standard will affect primarily
the accounting for the Group’s
operating leases. As at 30
June 2017, the Group has non-
cancellable operating lease
commitments of RMB95 million.
However, the Group has not yet
determined to what extent these
commitments will result in the
recognition of an asset and a
liability for future payments and
how this will affect the Group’s
profit and classification of cash
flows.
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3.  ACCOUNTING POLICIES (Continued) 3. ERBE#E)
(b)) New standards, amendments (b) BEMKIREERZHT
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and interpretations of HKFRSs
issued but are not yet effective
for the financial year beginning
on 1 January 2017 and have not
been early adopted by the Group
(Continued)

(iii)  HKFRS 16 ‘Leases’ (Continued)

Some of the commitments may
be covered by the exception
for short-term and low-value
leases and some commitments
may relate to arrangements that
will not qualify as leases under
HKFRS 16.

The standard is mandatory for
first interim periods within annual
reporting periods beginning on
or after 1 January 2019. At this
stage, the Group does not intend
to adopt the standard before its
effective date.

(ivy Amendments to HKFRS 4
‘Insurance Contracts’, effective
for annual periods beginning on
or after 1 January 2018.

(v)  Amendment to HKFRS 1 ‘First
Time Adoption of HKFRS’,
effective for annual periods
beginning on or after 1 January
2018.

(vi Amendment to HKAS 28
‘Investments in Associates and
Joint Ventures’, effective for
annual periods beginning on or
after 1 January 2018.
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ACCOUNTING POLICIES (Continued)

New standards, amendments
and interpretations of HKFRSs
issued but are not yet effective
for the financial year beginning
on 1 January 2017 and have not
been early adopted by the Group
(Continued)

(b)

(vii)

(viii)

(ix)

)

HK (IFRIC) 22 ‘Foreign Currency
Transactions and Advance
Consideration’, effective for
annual periods beginning on or
after 1 January 2018.

HK (IFRIC) 23 ‘Uncertainty
over Income Tax Treatments’,
effective for annual periods
beginning on or after 1 January
2019.

Amendments to HKFRS 10 and
HKAS 28 ‘Sale or Contribution of
Assets between an Investor and
its Associate or Joint Venture’,
originally intended to be effective
for annual periods beginning
on or after 1 January 2016. The
effective date has now been
deferred/removed.

Amendment to HKFRS 2
‘Classification and Measurement
of Share-based Payment
Transactions’, effective for
annual periods beginning on or
after 1 January 2018.
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ESTIMATES

The preparation of condensed consolidated
interim financial information requires
management to make judgements, estimates
and assumptions that affect the application
of accounting policies and the reported
amounts of assets and liabilities, income and
expense. Actual results may differ from these
estimates.

In preparing this condensed consolidated
interim financial information, the significant
judgements made by management in
applying the Group’s accounting policies and
the key sources of estimation uncertainty
were the same as those that applied to the
consolidated financial information for the year
ended 31 December 2016.

FINANCIAL RISK MANAGEMENT

5.1 Financial risk factors
The Group’s activities expose it to a
variety of financial risks: market risk
(including currency risk, fair value
interest rate risk, cash flow interest
rate risk and price risk), credit risk and
liquidity risk.

The condensed consolidated interim
financial information does not
include all financial risk management
information and disclosures required
in the annual financial statements, and
should be read in conjunction with the
Group’s annual financial statements for
the year ended 31 December 2016.

There have been no changes in the
risk management policies since year
end.
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FINANCIAL RISK MANAGEMENT
(Continued)

5.2

5.3

Liquidity risk

Compared to year end, there was no
material change in the contractual
undiscounted cash out flows for
financial liabilities.

Fair value estimation

The table below analyses financial
instruments carried at fair value, by
valuation method. The different levels
have been defined as follows:

0 Quoted prices (unadjusted)
in active markets for identical
assets or liabilities (level 1).

. Inputs other than quoted prices
included within level 1 that are
observable for the asset or
liability, either directly (that is,
as prices) or indirectly (that is,
derived from prices) (level 2).

. Inputs for the asset or
liability that are not based on
observable market data (that is,
unobservable inputs) (level 3).
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g 5.  FINANCIAL RISK MANAGEMENT 5. HBEAKREEE)
= (Continued)
ﬁ 5.3  Fair value estimation (Continued) 53 AFEMEE (&
s The following table presents the TRHEINAEEBR=-Z
= Group’s financial assets and liabilities —+tFXNA=Z+BERE=-F
S that are measured at fair value at 30 —NF+ZA=+—81%
& June 2017 and 31 December 2016. AT EFEZ A EH
3 afg o
—
T
- Level 1 Level 2 Level 3 Total
= F-& ot F=H st
S
m
= At 30 June 2017 RZB—tf
S ~A=+A
= Assets BE
= Derivative financial ~ $T4£&FTE
E instruments - 168,230 - 168,230
S
=
o Liabilities af
= Derivative financial ~ $T4£ 4B T A
lz> instruments - 50,324 - 50,324
Q
>
; Level 1 Level 2 Level 3 Total
3 £ E-H £=; w5t
b~
J_g>| At 31 December 2016 R=F—~R&E
g +=B=+-H

Assets &E

Derivative financial ~ $T4£ 4R T A

instruments - 317,882 - 317,882
Liabilities 8
Derivative financial TS RTIE
instruments - 32,275 - 32,275
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5.

FINANCIAL RISK MANAGEMENT
(Continued)

5.4

Valuation techniques used to derive
Level 2 fair values

Level 2 trading and hedging derivatives
comprise forward foreign exchange
contracts, interest rate swaps, cross
currency swaps and cotton future
contracts. These forward foreign
exchange contracts have been fair
valued using forward exchange rates
that are quoted in an active market.
Interest rate swap is fair valued
using forward interest rates extracted
from observable yield curves. Cross
currency swaps are fair valued using
forward exchange rates that are quoted
in an active market and interest rates
extracted from observable yield curves.
The cotton future contracts are fair
valued using forward cotton price that
are quoted in an active market. The
effects of discounting are generally
insignificant for Level 2 derivatives.

Level 2 debt investments are fair
valued using a discounted cash
flow approach, which discounts the
contractual cash flows using discount
rates derived from observable market
prices of other quoted debt instruments
of the counterparties.
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REVENUE AND SEGMENT INFORMATION
The Group is principally engaged in the
manufacturing and sales of yarns, grey
fabrics and garment fabrics as well as
garments. Revenue recognised for the period
represented sales of goods, net of value-
added tax.

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

The Committee of Executive Directors
considers the business from both a product
and geographical perspectives, management
assesses the performance from sales of
yarns, grey fabrics and garment fabrics as
well as garments. The operations are further
evaluated on a geographic basis including
Mainland China (and Hong Kong), Vietnam,
Macao, Cambodia and Nicaragua.

The Committee of Executive Directors
assesses the performance of the operating
segments based on revenue and operating
profit.
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REVENUE AND SEGMENT INFORMATION 6. Wk A EER (E)

(Continued)
The segment information for the six months BE-_ZT—tHA=1+AHI1
ended 30 June 2017 is as follows: NERZ DBRERAT
Unaudited
FEEH
Six months ended 30 June 2017
BE-2-tEABZTALAEA
Yams. Garment fabrics and Garments Grey fabrics Total
] ERRES %) 25
Mainland Mainland
China and China and Mainland
Hong Kong Vietnam Macao  HongKong ~ Cambodia Vietnam  Nicaragua China Vietnam
FEAER FREAER
B it 551 B R #E  EMAL HEAE it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR ARBTL ARBTZ ARMTZ ARETZ ARMFZ ARETZ ARMFZ ARETT  ARRTZ
Total revenue E-LON 5,499,031 3326540 6,087,794 209212 8,717 98,530 20622 267,892 2677 15,611,015
Inter-segment revenue ~ AFREIMA (196,677)  (3,160,085)  (4,803,079) - - - - - (2677)  (8,162,518)

Revenue (from A (RENDEF)

external customers) 5,302,354 166,455 1,284,715 209212 89,77 98,530 2622 267,892 - TAd497
Segment results FEER 378,974 233,382 43,020 27,899 (13,009) 6,771 590 9,073 (4,246) 682,454
Unallocated profit FARHER 118,924
Operating profit g $5] 801,378
Finance income B 4,263
Finance costs BT RA (57,242)

Share of profits less MeERREEARZ
losses of investments & & TR
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accounted for using

the equity method 6,267
Income tax expense TS HFR (104,672)
Profit for the period A 649,994

Depreciation and FEREY
amortisaion (38751)  (153244) ) B4 @) (4 (10%) (52 (@50 (3140%)
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REVENUE AND SEGMENT INFORMATION

(Continued)

The segment information for the six months

ended 30 June 2016 is as follows:

6.

Wk o BMER (E)

#

= —F

NERNA=THLE

NMEAZDBERMT

Unaudited
AEEH

Six months ended 30 June 2016
HEZT "5/ A=TRILAERA

Garment fabrics and Garments

Grey fabrics Total

R RES &8
Mainland Mainland
China and China and Mainland
Hong Kong HongKong ~ Cambodia China Vietnam
REARE AR
REE REE R HEARE il
RMB'000 RMB000 RMB'000 RMB'000 RMB000 RMB000
ANRMTT ANRETT ARETT ARETT ARETT AREFT ARETZ
Total revenue ELN 4453421 160,936 47572 254,082 - 12,302,744
Inter-segment revenue 3 ERIA (161,916) - - - - (6:480,952)
Revenue (from WA (KB
external customers) % F) 4,291,505 160,936 47572 254,082 - 5821792
Segmentresults  SEEE 294,503 18490 (1075) 17,324 1) 734419
Unallocated expenses AR ER (31,007)
Operating profit et 703,322
Finance income BBRA 5137
Finance costs H%ER (164,266)
Share of losses less (R AERE
profits of investments  ABZ &
accounted forusing ~ EIEAER
the equity method (1,214)
Income tax expense  FifEHf% (86,859)
Profit for the period AR 456,120
Depreciation and TEREH
amortisation (97,334) (248) (1,122) (5,539) - (242,004)




REVENUE AND SEGMENT INFORMATION 6. Wk A EER (E)

(Continued)
The segment assets and liabilities as at R-_EBE—+tFA=THBHZH
30 June 2017 are as follows: BEERAENAT :
Unaudited
FEFHK
As at 30 June 2017
R=2-tEXA=1H
Yarns Garment fabrics and Garments Grey fabrics Total
] ANRER%E & 25
Mainland Mainland
Chinaand Sub-  Chinaand Mainland
Hong Kong Vietnam Macao fotal HongKong  Cambodia  Vietnam  Nicaragua China  Vietnam
REAE FRAR
RE# it -5} it k&% AR HE  ENAN  EAE e
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARRTE ARMTZ ARBTL ARETZ ARBTZ ARETL ARETRZ ARMFZ ARETL ARETZ ARMTZ
Total segment assets S ELEE 7430564 4071425 H2,120 11,914,109 381,859 334,262 720,868 178,446 426,463 361379 14,317,386
Unallocated assets ~ AAEAE 168,272

Total assets of FEMARE
the Group 14,485,658

Total segment SREEHE
liabilities (5,478,936)  (185,390) (91,554)  (471,981) (18,478) (71935)  (174,837)  (6,493,111)
Unallocated liabities %75 E (2,356,324)

Total liabilities o~ AEEEEH
the Group (8,849,435)

Capital expenditure ~ EAH% 164,925 7,663 - 172,588 3,754 - 81493 - 6,845 30,157 204,831
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REVENUE AND SEGMENT INFORMATION
(Continued)

The segment assets and liabilities as at 31
December 2016 are as follows:

6. WERIBEHRGE)

R=ZFE—R"F+=-_A=+—8H
ZoEEERBENT ¢

Audited
azh
As at 31 December 2016
R=B—"Et=A=+-A
Yams Garment fabrics and Garments Grey fabrics Total
98 ARRRE bl %
Mainland Mainland
Chinaand China and Mainland
HongKong  Vietnam Macao ~ Subfotal HongKong ~Cambodia  Vietnam China Vietnam
hEAE hEAE
k&R i) A kEE  ®BR g rEAE Jite]

RMB000  RMBO000  RMB'000

RMB000 ~ RMB0O0 ~ RMBUO00  RMBO0O0  RMBO00  RMBO00  RMBO000

ARETEL ARBTL ARETL ARETL ARETT ARETT ARETT ARETT AREKTT ARKTZ

Total segment assets

Unallocated assets AONEE

Total assets of the Group ~ ZEMAEE

Total segment liabilites ~ SEH &%

Unallocated liabites AARER

Total liabilities of the Group ZEEA&E

Capital expenditure EXEX 971,502 147526 31 1,119,085

HRHEE 8845466 3992467 410211 13,257,144

(6341.981)

362,774 52131 3447 440766 358205 14795457
488,892

15,284,349

(857) (G602 (129352  (4328) (875%) (703059
(3062310)

(10,052905)

140708 29297 297,558 5500 331678 1,923,806




FREEHOLD LAND AND LAND USE
RIGHTS

7. KAE#IHRIHERE

Unaudited
RISEX
RMB’000
ARMFT

Six months ended 30 June 2016 BE-_ZE-—XR"EXA=1+H

ERMEA
Opening net book amount N—_E—RF-—H—BZ

as at 1 January 2016 HRFNARE B 551,618
Additions NE 67,633
Amortisation b3 (8,843)

Closing net book amount R-B—XRFERA=+AZ
as at 30 June 2016 HARBREFE 610,408

Six months ended 30 June 2017 BE-_Z—tH&XA=+H

JJ:/\\{EE
Opening net book amount NA_E—+F—-H—RBZ

as at 1 January 2017 HRFNARE B 695,184
Additions NE 11,285
Acquisition of subsidiaries (Note 25) Ut HET B &) (FizE25) 162,900
Amortisation iy (8,240)
Disposals L& (16,580)
Currency translation differences BB N =58 (2,794)

Closing net book amount R-ZB—tFXA=+AHZ
as at 30 June 2017 H R BT FHE 841,755
As at 30 June 2017, no land use right (31 RZFE—tEFNA=+H" I

December 2016: land use rights with a total
net book amount of RMB25,993,000) was
pledged as collateral for the Group’s bank

borrowings (Note 15).

EEA L ERE (T —RF
TZA=T—B:REFER
R AR 125,993,0007T 2 +
tmﬁﬁﬁ%) MMERAEBERG
RITRE 2 ER @ (HFE15)
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]
BY
Eo
=1
g 8. PROPERTY, PLANT AND EQUIPMENT 8. ME BERKE
=
ﬁ Unaudited
e REEEX
= RMB’000
= AREFT
a
o Six months ended 30 June 2016 BE—T-AEAA=+H
s ERMEA
- Opening net book amount RZZE—R"F—HA—RAZ
= as at 1 January 2016 HRREFE 4,997,844
= Additions INE 988,089
& Disposals HE (1,257)
m 6 =
o Depreciation e (233,161)
2
3 Closing net book amount R-ZB—XREXA=1H
5 as at 30 June 2016 ZHBAREREFEE 5,751,515
=
o Six months ended 30 June 2017 BZE-ZT—tHxA=+H
s |
= _IJ:/\@E
:;: Opening net book amount AT —t+F—H—H
= as at 1 January 2017 Z BAFRRE FE 6,231,119
= Additions NE 283,552
3 Acquisition of subsidiaries (Note 25)  YgB& T B A 7 (Mf7E25) 269,638
= Disposals HeE (3,841)
> Depreciation e (305,795)
g Currency translation differences EHSHE N 258 (5,970)

Closing net book amount R=-Z—tFEAXA=1H

as at 30 June 2017

ZHRIRE R E 6,468,703

As at 30 June 2017, no property, plant and RZE—tFNA=+H" &
equipment (31 December 2016: property, ﬂ?ﬁﬁ%% WEREZHE(ZE

ETHEEEPETFEY aILINT dNOYD ITILXIL ONOHXIL

w
H»

plant and equipment with a total net book
amount of RMB116,548,000) was pledged
as collateral for the Group’s bank borrowings
(Note 15).

During the six months ended 30 June 2017,
no finance cost was capitalised as part of
property, plant and equipment (for the six
months ended 30 June 2016: finance cost
of RMB18,698,000 was capitalised as part
of property, plant and equipment at a rate of
4.33% per annum).

/\i‘f’fﬂ_‘f’ (=l EE@/?
E4a%8 5 AR 116,548,000 7T
ZME  BEREZE)  EA
AEERBRITHE 2 HKH A
(BI3E15) °

REBE-_Z—+tHF~A=1+H
IEAREA - BEMEERAER
ftRME - WERZRHH—
P(EHEZE-—X"FNA=1
HIEANEA: MBEBAARK
18,698,000 7t 1% F F| % 4.33%
BREEME BERRKED
—&5) e



INVESTMENTS ACCOUNTED FOR USING 9. EREREARZEE
THE EQUITY METHOD

]
B
=
-
%
=
The amounts recognised in the consolidated Rira BEBBERERLNFKIE %
balance sheet are as follows: e =
=
Unaudited Audited ﬁ
REEX KEZ »
30 June 31 December 3
2017 2016 3
—E—tF —Z—REF -
AA=+H +=A=+—H =)
RMB’000 RMB’000 %
AR®FT AREFT é
o
Associates i /NG 101,887 87,761 8
Joint ventures SETE 8,750 11,588 =
=]
=)
110,637 99,349 =
m
o
The amounts recognised in the consolidated RERE WA R ERNHIBLT ¢ =
income statement are as follows: ’z’
e}
>
Unaudited =
REE 5
Six months ended 30 June 2
BEXA=THLXEA =
2017 2016 g
—E—tF ZE—RF
RMB’000 RMB’000
AR¥EFRT AREFT
Associates /NG| 9,222 (1,214)
Joint ventures EEbE (2,955) =
6,267 (1,214)
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9. INVESTMENTS ACCOUNTED FOR USING 9. EREREARZEBE(E)
THE EQUITY METHOD (Continued)

Investments in associates REE D RINRE
Unaudited Audited
RCERZ RERZ
30 June 31 December
2017 2016
—E—+tF —E—RE
ANA=+H +=-—A=t+—H
RMB’000 RMB’000

ARETFT ARETT

Share of net assets of unlisted 5 JE T EE & A 7]

associates BEFE 101,696 87,570
Goodwill RS 191 191
101,887 87,761

Movements of shares of net assets AEERGEEFELHNOT -

attributable to the Group are as follows:
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Unaudited
REERZ
Six months ended 30 June
BEXA=THLXEA
2017 2016
—E—+tF ZE—RF
RMB’000 RMB’000

AREFT ARETFT

Opening amount B¢ =R 87,570 63,483
Acquisition g = 19,971
Share of profits/(losses) BRI FT R A R 2 FE A

based on equity held w=H,(E518) 9,222 (1,214)
Share of other IR FrFE ) M 2 B

comprehensive income/ (G E A 2

(losses) based on WA (E518)

equity held 4,904 (1,308)
Closing amount BREE 101,696 80,932
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INVESTMENTS ACCOUNTED FOR USING 9. EREREARZEBE(E)
THE EQUITY METHOD (Continued)

Subsidiaries of Hang Chi Enterprise Co., Ltd.
BECEERARDNMBAF

1]

HR

=

-

%5

=

Investments in associates (Continued) REBENTNRE (& %
Nature of investments in associates as at 30 RZZT—tEF~A=+H ' »® e
June 2017: BEARMREEENT =
o

—

Place and date of Particulars of a

incorporation and issued share Interest 3

Name of associate form of legal entity Principal activities capital held =
HMATHER AL o

BEATEE RHERIES £33 BRORARE  FiEs S
S

m

Nantong Textile Group ~ Nantong, Mainland China, Manufacturing and sales ~ RMB116,375,000 3% &
Co., Ltd. 11 September 2002 of top-grade textile S
limited liability company knitting products 8

and garments =

HANAEREESEL: TEAEDE —TT-F  REREERASEER ARK1163750007 2
ARAR NAT—B BREERR  REK =4
-

m

Hang Chi Enterprise Hong Kong, 7 August 1974 Trading, knitting and dyeing HKD11,000,000 49% g
Co., Ltd. limited liability company of textile and fabric £
products and investment ?,

holding =

BELFARAR A -NOENALR . SRRREHERES - 11,000,000 =
BREELF SHERRAAR AR §

=

5

o

=

- Wah Fung Knitters Hong Kong, 7 November 2008 ~ Sales of textiles and HKD6,000,000 49%
Co., Ltd. limited liability company investment holding
- EEHEARAT &8 “BE\F1-5 HEMBMRRERR 6,000,000
LR AREEAR

- Taltex (Zhuhai) Co., Ltd. - Zhuhai, Mainland China, Manufacturing and sales of USD60,180,000 49%
27 April 1994 various kind of knitted
limited liability company fabric and chemical fiber
- BEE2ORE) PEAERE  —AANE  HERHEXEHEEM  60,180,000%7T 8
ARAA MAZ++H" k24 >
BREERF m
E)
- Drago Textile Hong Kong, 8 November 1983  Engaged in property HKD22,000,000 49% ;
International Co., Ltd.  limited liability company investment p
-SEOBARERRE BE -ANZE HEENERE 22,000,000 7 =
+—RN\R  BREEAF i
L]
- Sky Keen Investments  Hong Kong, 8 April 1988 Engaged in property HKD10,000 49% rl\-
Co., Ltd. limited liability company investment W
- RRREARAA A —NNNERANE - RENERE 10,000/7C =
EREERA ﬁ

()
~



9. INVESTMENTS ACCOUNTED FOR USING 9. EREREARZEBE(E)
THE EQUITY METHOD (Continued)

Investments in associates (Continued) REBENTNRE (&

The Group’s share of revenue of the ANER B FE LB A R Rl (N
associates, which is not included in the SFAREBWRA) » RAEEH
Group’s revenue, and the Group’s share of WREEERF ~ BN E 2 E
profit for the period, other comprehensive SEE  BEARMEERARE
income or losses for the period, assets and (HERBEEEFT ALGRA K=
liabilities of the associates, which have * 2EHWERREREEAER)
been included in the consolidated income NN

statement, statement of comprehensive
income and balance sheet using equity
method, are as follows:
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Unaudited
RBER
Six months ended 30 June
HEAXA=THLAEA
2017 2016
—E—tF —T—RF
RMB’000 RMB’000
ARMFT AREFT
Revenue WA 318,239 149,326
Profits/(losses) for HraF (E1E)
the period 9,222 (1,214)
Other comprehensive HRH M2 RS
income/(losses) (E518)
for the period 4,904 (1,308)
3
3 Unaudited Audited
3 RISER KB Z
=] 30 June 31 December
&) 2017 2016
m —E—tF TR
2 AA=tR +=A=+-A
2 RMB’000 RMB’000
§ ARMT T ABHETFTT
@ Non-current assets IERBEE 372,564 788,022
" Current assets MENAE 262,742 677,267
= Current liabilities mEEE (475,777) (1,060,719)
g Non-current liabilities ETBBE (57,833) (178,336)
g
g Net assets value BEFE 101,696 226,234
>
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W
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9.

INVESTMENTS ACCOUNTED FOR USING 9.

THE EQUITY METHOD (Continued)
Investments in joint ventures

Opening amount

Share of losses based on
equity held

Share of other
comprehensive income
based on equity held

Closing amount

2R
RIS R (G
B8
RBATHS A R (G
Hith 2 e
HIREHR

i
S

RESEARZRE (&)
BELENRE

Unaudited
REER

Six months ended 30 June

BEAA=THIEANEAR

2017 2016
—E—tF ZERF
RMB’000 RMB’000
AR®FT ARKFT
11,588 -
(2,955) -
117 -

8,750 -
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INVESTMENTS ACCOUNTED FOR USING 9.

THE EQUITY METHOD (Continued)

Investments in joint ventures (Continued)
Nature of investments in joint ventures as at

30 June 2017:

Name of joint ventures
RELRAE

Texhong Tan Cang Logistics

Joint Stock Company

RTFEDRRO AR

Shelink Limited

KREBRAA

Subsidiary of Shelink Limited

KHERAFMNELR

- Foshan Zhao Yue Textile
Co., Ltd.

- kS EAERAR

Place and date of

incorporation and

form of legal entity

MR IBER AHAR
HERERA

Vietnam, 30 June 2016
limited liability company

#E ZE-AERAZTE

EREFAR

Hong Kong, 4 April 2005
limited liability company

&% —FTRFOANA -
ERAEAT

Foshan, Mainland China
17 October 2005
limited liability company

MEARRL - =

Z2n%
TATER BRELA

i

z
ik
£
=}

i

RZE—+FA=1+H"
BECENRELENT
Particulars of
issued share
Principal activities capital held
IERH BETREHE
Cargo fransportation VND20,000,000,000  50%
by land and sea; other
assistant services;

cargo landing-over,
storage, management
consulting

BEENES  ABIRE

ENHE HE BEAS

Engaged in manufacturing
and sale of knitted,
dyed and finished top-
grade textie products
WEREREENE  FER
EREHEH R

Engaged in manufacturing
and sale of knitted,
dyed and finished top-
grade textile products
WEHERHESE  FER
EREHEKE

ERREREARZIRE (E)
REERENRE (F)

20,000,000,000 &7 &

HKD55,692,000 50%

55,692,000/ T

HKD80,000,000 50%

80,000,007

Interest

i



INVESTMENTS ACCOUNTED FOR USING 9. EREREARZEBE(E)
THE EQUITY METHOD (Continued)

Investments in joint ventures (Continued) REELENRE (E)

The Group’s share of revenue of the joint AEERLEELENBA (T
ventures, which is not included in the Group’s FTAREBIBA) - RAEBE
revenue, and the Group’s share of losses for HEEDEMIAEE - BNHE
the period, other comprehensive income for mEEBA - BEERBEGE
the period, assets and liabilities of the joint KAED AT AR REER - &
ventures, which have been included in the HEmEREEAER)NAT :

consolidated income statement, statement of
comprehensive income and balance sheet
using equity method, are as follows:
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Unaudited
REER
Six months ended 30 June

BEASA=THLKER
2017 2016
—E—tF —T—RF
RMB’000 RMB’000
ARMFT AREFT
Revenue WA 9,678 =
Losses for the period EANEE (2,955) =

Other comprehensive B E M 2 E A

income for the period 117 -
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9. INVESTMENTS ACCOUNTED FOR USING 9. EREREARZEBE(E)
THE EQUITY METHOD (Continued)

]

)z ]

Eo

=1

-2}

%

=

ﬁ Investments in joint ventures (Continued) REELENRE(E)

(=3

= Unaudited Audited

g RCERZ RERZ

n 30 June 31 December

o 2017 2016

= Bt —E—AF

i AR=+H t+-A=1+—H

g RMB’000 RMB’000

= ARMFT AREFT

=

(72}

S Non-current assets FERBEE 8,491 8,352

8 Current assets mENEE 23,692 52,989

= Current liabilities mEEE (23,433) (38,165)

= Non-current liabilities FERBEE = -

S

o Net assets value BEEFE 8,750 23,176

=

= 10. INVENTORIES 10. =&

S

>

C Unaudited Audited

§ REERZ BB

2 30 June 31 December

:|_>| 2017 2016

o —E—tF TN

= AA=tR t+t=ZA=1-AH
RMB’000 RMB’000

AREFT ARETFT

o Raw materials R 2,298,654 2,168,041
% Work-in-progress R 203,977 117,580
) Finished goods 5K Gh 934,825 645,676
;

X 3,437,456 2,931,297
=

o As at 30 June 2017, no inventory (31 R=ZF—tFA=1+8" ' #
2 December 2016: inventories with a total mEEEABANERIERTLEE
E net book amount of RMB393,000,000) was MEFER(CZE—XRE+ A
= pledged as collateral for the Group’s bank =+—H:EREFEEEAA
m borrowings (Note 15). K% 393,000,000t FE) (Kt
- F15) °
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11. TRADE AND BILLS RECEIVABLES 1. EBREZREERE g
=
Unaudited Audited 1
KEEH I
30 June 31 December =
2017 2016 9
—E-tF —TRE o
AA=tB +zA=+-A 3
RMB’000 RMB’000 =
AR%FT AREFT g
=
Trade receivables FEWE 5 IE 520,715 391,614 =
Less: provision for impairment & : JAi{E B4 (5,364) (5,407) é
S
515,351 386,207 g
Bills receivable A ESE S/ O] 1,007,134 1,203,783 3
S
1,522,485 1,589,990 E
o
The Group generally grants a credit term of AEERTHABRRERFE 2 %
less than 90 days to its customers in Mainland EEH—MABOBEAN " MET =
China and 120 days to its customers in other HhEREF ZEEHA 1208 =
countries. The ageing analysis of the trade Ao BUKE S REIRFIERE ;
and bills receivables by invoice date is as BEZEHERERER DT - 3
follows: 2
5
Unaudited Audited =
REER BEZ
30 June 31 December
2017 2016
—E—tF —T—RF
AA=EtH +ZA=+—H
RMB’000 RMB’000
AR%FT ARKETFT
Within 30 days 30 HARA 978,440 788,378
31 to 90 days 31HZ90H 471,896 668,960
91 to 180 days 91H=180H 60,368 128,085
181 days to 1 year 181 214 9,809 2,590
Over 1 year 1FE 7,336 7,384
1,527,849 1,595,397
Less: provision for impairment 3 : J3i{E & & (5,364) (5,407)

Trade and bills receivables W E 5 Kk EIEIE
—net ps:2-c] 1,522,485 1,589,990
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TRADE AND BILLS RECEIVABLES
(Continued)

As at 30 June 2017, included in the trade
receivables were amounts due from related
parties of RMB42,977,000 (31 December
2016: RMB56,215,000) (Note 27).

As at 30 June 2017, no bills receivable (31
December 2016: bills receivable with a total
net book amount of RMB206,797,000) was
pledged as collateral for the Group’s bank
borrowings (Note 15).

PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

Prepayments for purchase of & & [R 1 #HH)

raw materials TERTFRIE
Value-added tax recoverable iR 1% {E T
Prepaid expenses TE R
Deposits for operation ES S

Other receivables H fth fE W R IE

As at 30 June 2017, included in the
prepayments were amounts from related
parties of RMB46,289,000 (31 December
2016: RMB35,780,000) (Note 27).

WSS R EERE(E)

R-ZT—tFA=+H " EkK
HIBEIEEWERE S EARK
42,977,000 (= —R"F+=
A=+—8 : AR¥56,215,000
7o) (MisE27) ©

R-ZZT—+FE~A=+H" %
ERERNEBIEAREBIRITE
BEMEHER(ZE—XRFE+_A
=+—0: FREFEAEARE
206,797,000 7T 2 FEUR =45 ) (Fff
F£15) °

BANFE - REREAERIRR

Unaudited Audited
REERZ EE%
30 June 31 December
2017 2016
—E—tF —T-REF
AA=+tH +ZA=+—H
RMB’000 RMB’000

ARBFT ARETT

366,851 996,669
211,167 298,328
11,717 6,526
4,040 4,415
8,726 2,177
602,501 1,308,115

R=B—LFXNA=1H - Bt
IR BB S ANFIEARE
46,289,0007T (=& —/RF+ =
HA=1—H : AK¥35,780,000
7o) (FitsE27) -



13. TRADE AND BILLS PAYABLES 13.
Trade payables ERE S8
Bills payable e RIBRIE

As at 30 June 2017, included in the trade
payables were amounts due to related parties
of RMB6,246,000 (31 December 2016:
RMB4,341,000) (Note 27).

The ageing analysis of the trade and bills
payables (including amount due to related
parties of trading in nature) based on invoice
date is as follows:

Within 90 days 90 H A

91 to 180 days 91HZE180H
181 days to 1 year 181 HE1F
Over 1 year 1 E

ENEZREERE
Unaudited Audited
REERZ KEZ
30 June 31 December
2017 2016
—E—+tF —T—REF
AA=+H +=A=+—H
RMB’000 RMB’000

ARETFT ARET T

373,884 296,039
2,381,900 2,748,256
2,755,784 3,044,295

R-—ZE—+FEA=1+H" &
2 5 7k I8 B 17 e BE B 5 3K
H A R #6,246,000C( = &
—RNE+ZA=+—H: AR
4,341,000 7T ) (fizE27) -

N B 5 R EEFOR (BREEN
RS 28 5 1 EFUR) R
SRHRE DT

Unaudited Audited
RCER &S
30 June 31 December
2017 2016
—E—+tF —E—RE
AA=+H +=ZA=+—H
RMB’000 RMB’000
ARSFT AREFT
1,735,974 1,848,405
989,850 1,181,040
23,529 9,347
6,431 5,503
2,755,784 3,044,295
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g 14. ACCRUALS AND OTHER PAYABLES 14. FERBARHEMENKRIE

=

1 Unaudited Audited

] REEH e

= 30 June 31 December

9 2017 2016

& =t = —EAE

5 AA=tR t+=A=t-AR

= RMB’000 RMB’000

g ARMTFT AREFT

=

2 Accrued wages and salaries  fEzT TE K #H S 187,190 182,943

= Payables for acquisition of U BB BT /BB /A B FE - 308

S subsidiaries 121,000 42,624

8 Deposits from customers XPEEE 80,640 99,567

= Payables for purchase of BEYE  BER

2 property, plant and equipment &% & & {5 BR 70 112,553 155,573

= Accrual of operating expenses [ 51 48 & F 52 73,134 116,275

m Tax payables other than FERT AT (R3PS

g enterprise income tax 53] 31,108 33,482

£ Interest payable FERTFIE 2,982 45,041

= Other payables H b S BRIX 56,079 46,153

>

= 664,686 721,658

S

:«_g>| As at 30 June 2017, within the other payables RZBE—+HRA=+H" &

o there was no amount due to related parties b, FE < SR IE A I A R AT I

= (31 December 2016: RMB541,000) (Note 27). HE(CZE—RF+ZA=1+—
H: AR #541,0005C) (K&
27) e
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15.

BORROWINGS
Current ENHA
Unsecured bank borrowings R ITEE
Secured bank borrowings HIEBIRITEER
(Note (a)) (P E (a))
Other bank borrowings HARITIEE
(Note (b)) (M =E (b))
Notes payable (Note (c)) JE R RIRFRIE
GEIO)
Non-current JEENER
Unsecured bank borrowings I RITHEE
Secured bank borrowings BEBIRITEER
(Note (a)) (MiE (a))
Other bank EAhERIT
borrowings (Note (b)) BE (MizE (b))
Total borrowings BEAE
Notes:

(a) At 31 December 2016, bank borrowings
of RMB658,244,000 were secured by the
pledge of the Group’s land use rights with a
net book amount of RMB25,993,000 (Note
7); property, plant and equipment with a net
book amount of RMB116,548,000 (Note 8);
bills receivable with a net book amount of
RMB206,797,000 (Note 11); and inventories
with a net book amount of RMB393,000,000
(Note 10).

15. fBE
Unaudited Audited
REERZ KEZ
30 June 31 December
2017 2016
—E—+tF —T—REF
AA=+H +=A=+—H
RMB’000 RMB’000

ARETFT ARET T

1,039,259 173,334
- 602,748
1,083,637 1,509,874
- 1,263,713
2,122,896 3,549,669
2,362,084 1,105,822
- 55,496

706,958 1,398,307
3,069,042 2,559,625
5,191,938 6,109,294

GEE

(@ R-E-—XRFt+t-A=+—
H - AK#658,244,000 7TH)
RITEEARNEBREFE
=& A R % 25,993,000 7T £ -
M AR (FfRE7) ~ BREFE
AR 116,548,000 7L
% BE Kk (HREs) - Bk
HFE = A K ¥ 206,797,000
TTE R R (BT EE11) R BR
THF{E 73 A K ¥ 393,000,000
TR E (M 10) (EHKR -
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BORROWINGS (Continued)
Notes: (Continued)

Other bank borrowings of RMB1,790,595,000
(31 December 2016: RMB2,908,181,000)
were secured by cross corporate guarantees
provided by certain subsidiaries of the Group
as at 30 June 2017.

At 31 December 2016, US$182 million
senior notes (“Hong Kong Notes”) were
issued in April 2013, with a principal amount
of US$200 million, interest bearing at a
fixed rate of 6.5% per annum and listed on
the Hong Kong Stock Exchange. The Hong
Kong Notes should be repayable in whole on
18 January 2019 and they were fully repaid

B& (&)

()

RZFE—+tF A=+
H HMRTEEARE
1,709,595,000 7T ( — & — /X
F+ZA=+—B: AE%
2,908,181 OOOﬁ) WAL R
ETHEARRENZIXA

7%?1%1??&1@

RZEBE-—ARF+-A=+
H  1.82BXTEBARE(E
BEEBEDRKR-_ZE—=FWA
BT ANEFER22EET K
lisS%Z.E%ITH-‘-E ’
WRE BT LT o HE
ZEBR_FT—NF—A
TNEEHEE MZER
BER=ZZ—tF—AF+AN

on 18 January 2017 in advance. )
BIELEBREE -
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Movements in borrowings are analysed as BEZFHOTMT
follows:
Unaudited
RSEX
RMB’000
ARHBTT
Six months ended 30 June 2016 BE-_Z—XRFXA=1+H
1IER{EA
Opening amount as at 1 January 2016 R=-Z— X F—HF—HZ
YR 4,053,060
Proceeds from borrowings & ‘Sﬁﬁ?—%?‘ﬁ( 1,873,689
Repayments of borrowings HEEE (1,385,670)
Exchange losses on borrowings e BN e 54,683
=
m
T Closing amount as at 30 June 2016 R-ZE—XFAXA=+HZ
2 HASHE 4,595,762
—
2 Six months ended 30 June 2017 BE-Z—tHXA=+H
o /\TIH
o) Opening amount as at 1 January 2017 RA-ZT—+F—F—Hz
3 Hﬁ%ﬂﬂﬁ 6,109,294
S Proceeds from borrowings EEMERT 3,908,646
= Repayments of borrowings BEEE (4,740,685)
3 Exchange gains on borrowings EEE X W (85,317)
o
H Closing amount as at 30 June 2017 R=-ZE—+t&XA=t+HZ
g HAREHE 5,191,938
3
g
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15.

BORROWINGS (Continued)

The carrying amounts of the borrowings of
the Group are denominated in the following
currencies:

RMB AR
usb ES
HKD BT

The weighted average effective interest rate
per annum at 30 June 2017 was 4.04% (31
December 2016: 6.42%).

At 30 June 2017, the Group has undrawn
floating rates borrowing facilities of
approximately RMB1,875,825,000 (31
December 2016: RMB1,235,302,000) which
will be expired within one year.

B& (&)
AEBEEENREERIATE
HEHE

Unaudited Audited
RCERZ KEZ
30 June 31 December
2017 2016
—E—+tF —T—REF
AA=+H +=A=+—H
RMB’000 RMB’000
AR®FT AREFT
2,275,100 2,923,494
1,238,939 2,976,487
1,677,899 209,313
5,191,938 6,109,294

R-_E—+tFNA=Z+HZ
hn#E 35 B R F F X 5 4.04%
(ZBE—R"F+=-_A=+—8:
6.42%) °

R=ZF—tFA=1+H ' &
EEARBHZEEEERED
A R #1,875,825,000C( — =
—A"Ft+t-—A=t+—H: AR¥E
1,235,302,000 70) R —F N E|
H o
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=1
g 16. DERIVATIVE FINANCIAL INSTRUMENTS 16. fTE€mI A
=
= Unaudited Audited
g REERZ KREZ
= 30 June 31 December
=] 2017 2016
a —E—tF —E-NE
3 AA=tH +ZA=t—H
= RMB’000 RMB’000
i ARMFT AREFT
o
E Assets: BE :
= Forward foreign exchange i HASINE & 49
A contracts (Note (a)) (Fft5E (a)) 168,139 317,882
= Interest rate swap contract  Fl| R HI A 4
S (Note (b)) (H13E (b)) 91 -
7]
(=]
o 168,230 317,882
=
m
2 Liabilities: BfE:
z Forward foreign exchange & HASNE & 49
z contracts (Note (a)) (FfI5E (a)) 19,632 24,260
= Interest rate swap contract  F| &K HI & 49
(o (Note (b)) (BI3E (b)) — 40
= Cross currency swap BEEEREH
= contracts (Note (c)) (HI3E (c)) 26,686 7,975
S Cotton future contracts RIEHEE A
3 (Note (d)) (B3% (d)) 4,006 -
=
50,324 32,275

Non-hedging derivatives are classified as a R ITAE T EREARDE
= current asset or liability. EXBE -
x
3 Notes: BieE
8
=! (@)  The forward foreign exchange contracts as (@) MZZT—tF~A=+H"
% at 30 June 2017 comprised 32 contracts BHINEE N BIER2MDE
; with notional principal amounts totalling 4 RERSBEHEFTABAR
® RMB4,064,640,000 (31 December 2016: #4,064,640,000T( — =
8 20 contracts with notional principal amounts —R"NEFE+-_A=+—H:20
% totalling RMB5,555,718,000). DEH  BEARESBETAS
= AR¥5,555,718,0007T) °
=
c (b) The interest rate swap contract as at 30 June (b) R=F—+&F /‘_\‘ﬁ =
H 2017 comprised 1 contract with notional B A= 081 19}\/?\
= principal amount of RMB135,488,000 (31 M BBEALBRARS
g December 2016: 1 contract with notional 135,488,00975( =F R
o principal amount of RMB173,425,000). FTZA=+—B:1H A
ol B BERXSER/RARYK
o 173,425,000 1) °
pzi
P>
a

a
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16. DERIVATIVE FINANCIAL INSTRUMENTS 16. fTEL@MIA (&)

(Continued)

Notes: (Continued) MisE : (48)

(c)  The cross currency swap contracts as () RZZE—tF~A=+H"
at 30 June 2017 comprised 8 contracts EEYREBHEOH8MEL
with notional principal amounts totalling MK BEASEAHKAA
RMB1,215,060,000 (31 December 2016: £ #1.215,060,000 5T ( — =
3 contracts with notional principal amounts —RNE+-_HA=+—H:@#H3
totalling RMB626,150,000). MENEK  BEAEES

# AR # 626,150,000 7T) °

(d)  The cotton future contracts as at 30 June (d R=ZZE—tF~A=+H"
2017 comprised 13 contracts with notional WIEBEAL B 13 E A4
principal amounts totalling RMB106,195,000. K BERASEEHRARE

106,195,000 7T °

17. SHARE CAPITAL AND SHARE PREMIUM 17. BRAERRGEE

Number of Ordinary

shares shares
ROBE AR
(thousands) HKD’000
(FAR) TFET
Authorised: VETE
Ordinary shares of BREE01ET
Hong Kong Dollars (rBrxl) 2&BR
(“HKD”) 0.1 each
At 31 December 2016 and R=-F—R%F
30 June 2017 +=ZA=+—HRK
—E—tFXA=TH 4,000,000 400,000
Number Ordinary Share
of shares shares premium Total
ROHE LER  RORE ast

(thousands) ~ RMB000  RMB000  RMB000
(TR) ARETT ARBTT ARETL

Issued and fully paid: ~ BE#{TRAR :

Ordinary shares of ~SREE01ETZ
HKDO0.1 each EBER
At 31 December 2016 R=F—AF
and 30 June 2017 +=B=t-BK
—E-t5XB=1H 915,000 96,709 433,777 530,486
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SHARE OPTION SCHEME

Pursuant to a shareholders’ resolution passed
on 7 April 2014, the Company adopted a
share option scheme (“the Share Option
Scheme”), which will remain in force for a
period of 10 years up to April 2024. Under
the Share Option Scheme, the Company’s
directors may, at their sole discretion,
grant to any employee, director, supplier
of goods or services, customer, person or
entity that provides research, development
or other technological support to the Group,
shareholder and adviser or consultant of
the Group to subscribe for shares in the
Company at a price of not less than the
higher of (i) the closing price of shares as
stated in the daily quotation sheet of the
Stock Exchange on the date of the offer of
grant; or (ii) the average closing price of
shares as stated in the daily quotation sheets
of the Stock Exchange for the five trading
days immediately preceding the date of the
offer of grant; and (iii) the nominal value of
the share. A nominal consideration of HKD1
is payable on acceptance of the grant of
an option. The maximum number of shares
which may be issued upon the exercise of
all outstanding options granted and yet to be
exercised under the Share Option Scheme
and any other share option scheme adopted
by the Group from time to time must not in
aggregate exceed 30% of the share capital of
the Company in issued from time to time.

WAt A
BEAATA - —WEMEA
+tHBBZRERESR - AQA
R — BT &I ([ R AR 4
FTElD REZE=Z—mFMmA
IE+FERRAE R - RIEER
T%Ef%ﬂ AR RABEEA R
BREAES - £F - BRI
BHER TP - BASEIRE
W BEENEMETZEN
BAKER BREMAEEE
Rk ABAAR L BERE - IR
BAABRG - ’f’ﬁ%‘-’i’fﬁﬂzﬁﬁ@
TR EE  ()VREEHZHEE
FEHRMEARERMYHE
U T E : (i) R BER T
THRYMAABERS AR
i BRERH L HKRGF
HUTE - R (i) D EE -
1BTHNEENERERNRLE
IRAEZ LA o TERERRAERT I
Ko 7K £ B A B R 40 0 AT ] E At
BREELTHAERLEER
ﬁﬁﬁ%ﬁﬁ%%?ﬂ?ﬁﬁ#?m—f%
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18.

SHARE OPTION SCHEME (Continued)
Pursuant to the Share Option Scheme, share
options to subscribe for an aggregate of
5,000,000 ordinary shares of the Company
were granted to two executive directors
of the Company on 23 March 2015. The
subscription price is HKD8.7 per share.
1,670,000 share options are exercisable
over the period from 1 January 2016 to 22
March 2025, 1,670,000 share options are
exercisable over the period from 1 January
2017 to 22 March 2025 and 1,660,000 share
options are exercisable from 1 January 2018
to 22 March 2025. On 28 December 2015,
Share options to subscribe for an aggregate
of 1,500,000 ordinary share of the Company
were granted to one executive director of
the Company. The subscription price is
HKDS5.7 per share. 300,000 share options are
exercisable over the period from 1 January
2017 to 27 December 2025, 300,000 share
options are exercisable over the period from 1
January 2018 to 27 December 2025, 300,000
share options are exercisable over the
period from 1 January 2019 to 27 December
2025, 300,000 share options are exercisable
over the period from 1 January 2020 to 27
December 2025 and 300,000 share options
are exercisable over the period from 1
January 2021 to 27 December 2025. The
Group has no legal or constructive obligation
to repurchase or settle the above options in
cash. No options have been exercised since
the date of grant to 30 June 2017.

18.
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SHARE OPTION SCHEME (Continued)

The fair value of options granted on 23 March
2015 was determined using the Binomial
Option-Pricing Model. The significant inputs
into the model included the share price of
HKD8.7 per share at the grant date, exercise
price shown above, expected annual risk-
free interest rate of 1.582%, expected
dividend yield of 1.45% and volatility of
49.8%. The total fair value of these options
was RMB17,154,000 and RMB1,303,000
was charged to administrative expenses
for the six months ended 30 June 2017
(for the six months ended 30 June 2016:
RMB2,847,000).

The fair value of options granted on 28
December 2015 was determined using
the Binomial Option-Pricing Model. The
significant inputs into the model included
the share price of HKD5.7 per share at the
grant date, exercise price shown above,
expected annual risk-free interest rate of
1.623%, expected dividend yield of 3.42%
and volatility of 50.94%. The total fair value
of these options was RMB3,171,000 and
RMB481,000 was charged to administrative
expenses for the six months ended 30 June
2017 (for the six months ended 30 June
2016: RMB730,000).

BB RERT 8 ()
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(a)

The subsidy income represented grants
provided by municipal governments based
on the amounts of value added tax and
income tax paid. The Group has received
all the subsidy income in the same period
and there was no future obligation related to

these subsidy income.

(a)

R A T BRFRIRE
BEFRAEHEEREZ
B o AN SR BN (R A )
BRTAMBA - xS
BRI AR B AR ARREAE »

i
]
g2
19. OTHER INCOME AND OTHER GAINS - 19. HARHEME - F8E g
NET =
¥
Unaudited g
RICERZ =
Six months ended 30 June S
BZAA=+ALAEA &
2017 2016 3
gt -—zE B
RMB’000 RMB’000 o
AREFT ARETT g
m
Other income H AU A é
Subsidy income (a) R A (a) 114,447 7,050 o
§
Other gains/(losses) Hib gzt (E8) 3
Derivative financial BATEFAB®Z S
instruments at fair value PTESRTA : 5
through profit or loss: S
— Realised profits —BEREF 39,955 8,501 =
— Unrealised (losses)/ —RBH(BR) Z
profits gl (127,190) 54,278 g
Net foreign exchange ME s 18 5 =
losses (7,256) (6,895) =
Gains on acquisition of U B Bt R B 2 W S
associates - 19,971 :g>
Gains on acquisition of U BE T BB A A 2 W e %'
subsidiaries (Note 25) (P 3£ 25) 146,578 = =
Loss from notes BRIEE ke
repurchase - (291)
Others Efh (455) 2,561
Total other gains Hiblhas4858 51,632 78,125
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EXPENSES BY NATURE 20.

The following expenses items have
been included in cost of sales, selling
and distribution costs and general and
administrative expenses in the consolidated
income statement.

X (RIEESH)
TIIFRXIEB EREGA aR
REFABERA - HE RDH
B AR — R R AT ©

]
)z ]
Eo
=1
-2}
%
=
¥
Bi
(=3
=
S
—
m
2 Unaudited
= REERZ
= Six months ended 30 June
g HEANA=THLEAEAR
% 2017 2016
= —Z—+tF ZE-RF
= RMB’000 RMB’000
= AR®FT AREFT
o
= Cost of inventories FERA 4,925,711 3,704,953
2 Employment benefit & BA&HIF 2
g expenses 849,579 663,573
5 Utilities %) RIRK 409,094 342,643
o Depreciation and Hres KR s
E amortisation 314,035 242,004
= Transportation peto) 184,656 143,495
Q
Z FINANCE INCOME AND COSTS 21, MBRARRA
=
S Unaudited
= RICERZ
= Six months ended 30 June
g BEAASTALAEA
2017 2016
—Z—+tF —T-REF
RMB’000 RMB’000
» AR®FT AREFT
m
T Interest expenses BRI
e — borrowings —fEE 142,559 117,064
@ —finance lease obligations  — B & E&HE = 4,732
%
; 142,559 121,796
o)
§ Net exchange (gains)/losses FiE& & BFTSIE K,
T on financing activities (W), B8 35 (85,317) 61,168
S Less: amount capitalised - BE R
5 in property, plant and BB E AR ERIE
o equipment - (18,698)
H
g Finance costs — net MiEEBR—F58 57,242 164,266
2
??.{‘f Finance income — interest  BA#5Ud A — R 1777 3K
af income on bank deposits  Fl 2 A (4,263) (5,137)
p=ii)
P>
a Net finance costs 75 & B F5E 52,979 159,129
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22. INCOME TAX EXPENSE 22. FiSBiBAX g
=

Unaudited ﬁ

REERZ P

Six months ended 30 June =

BEAA=THLAMEA 3

2017 2016 @

—E—+tF —T—REF =

RMB’000 RMB’000 %

AR¥FT AREFT 3

=

Current income tax BNHEAFTIS % E
— Mainland China, Vietnam, — /3 EARE « g 7
Cambodia and Taiwan RFREREE o
enterprise income tax EFEH 84,359 96,121 8
Deferred income tax IRIEFTIS B 20,313 (9,262) §
E

104,672 86,859 =

S

. & /8 -n

(i)  Hong Kong profits tax (iy BEANEH =
Z

(=]

=

r

=

m

o

]

=

5

o

=

(if)

Subsidiaries established in Hong Kong
are subject to profits tax at rate of
16.5% (2016: 16.5%).

Mainland China enterprise income
tax (“EIT”)

Effective from 1 January 2008, the
subsidiaries established in Mainland
China are required to determine and
pay the EIT in accordance with the
Corporate Income Tax Law of the
PRC (the “New CIT Law”) as approved
by the National People’s congress
on 16 March 2007 and Detailed
Implementations Regulations of the
New CIT Law (the “DIR”) as approved
by the State Council on 6 December
2007. According to the New CIT Law
and DIR, subsidiaries established in
Mainland China are subject to EIT at
rate of 25% (2016: 25%).

(if)

REBR KB R EA
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16.5%) 2 Bt & 85 7 15
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(MFEEMEBIE]) RE
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NBHAERTE RS
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22. INCOME TAX EXPENSE (Continued) 22. FiSRiEX (&)
(iii)  Vietnam income tax (iii) MEMEH
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Subsidiaries established in Vietnam
are subject to income tax at rate of
20% (2016: 20%).

As approved by the relevant Tax
Bureau in Vietnam, the subsidiary
acquired in Vietnam in 2017 is entitled
to a preferential tax rate of 7.5% during
the six months ended 30 June 2017
and effective till 31 December 2018.

As approved by the relevant Tax
Bureau in Vietnam, the subsidiaries
established in Vietnam in 2016, 2014,
2013 and 2011 are entitled to four
years’ exemption from income taxes
followed by nine years of a 50% tax
reduction, commencing from the
first profitable year after offsetting
the losses carried forward from the
previous years, and are entitled to a
preferential income tax rate of 10%
for 15 years, commencing from the
first year generating income from the
operation.

As approved by the relevant Tax
Bureau in Vietnam, the subsidiary
established in Vietnam in 2006, should
separately calculate income tax on its
supplementary investments. The initial
investment of the subsidiary is entitled
to three years’ exemption from income
taxes followed by seven years of a
50% tax reduction and is entitled to
a preferential income tax rate of 15%
for 12 years. The first supplementary
investment of the subsidiary is entitled
to three years’ exemption from income
taxes followed by five years of a 50%
tax reduction based on the income tax
rate of 20% (2016: 20%).

RBERSY 2B R A
BIE20% (=T — NE -
20%) 2 B R GTFiSHL o

A R A AR B B S B AL
e RZE—+FHENE
WM B AT - AR
HE-_ZT—+tF A=+
BIEANBERZZEER
RT75%: HEPE-T
—N\FE+=-—A=+—H-

KB EBERS R
B RIE—RFE - =ZF
—UFE - ZF—=FRK=
T — — 4 7E # R AR S E B
BAF - AREMEEEE
FEAENEBEREEE
FEER - BHTERHM
F o HBNFEAERISH
FEE TAHEKELER
AHBEEER  AHES
FEEHMEHRRE10%
ETAE -

R E AR R
o —HKRZBERER
MERZWHB AR - A
WA AR BB AT E
B8 - %M B AR YIZE
REBEERLBAEH=
F o HBRCFREBRBER
FEE TERFZESR
PTAS  B R A15%3E + —
F o ZMBRRRE M
EREBERGAEH=
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22.

INCOME TAX EXPENSE (Continued)

(iif)

(iv)

Vietnam income tax (Continued)

As approved by the relevant Tax
Bureau in Vietnam, the remaining
subsidiary established in Vietnam
should separately calculate income
tax on its supplementary investments.
The initial investment of the subsidiary
is entitled to a tax rate of 15%. The
supplementary investment of the
subsidiary is entitled to a tax rate of
20% (2016: 20%).

The applicable tax rates for the
subsidiaries in Vietnam range from nil
to 20% during the six months ended 30
June 2017 (2016: nil to 20%).

Other income tax

The Company was incorporated in
the Cayman Islands as an exempted
company with limited liability under the
Companies Law of Cayman lIslands
and, accordingly, is exempted from
payment of Cayman Islands income
tax.

The Company’s subsidiaries
established in the British Virgin
Islands were incorporated under the
International Business Companies
Acts or the Business Companies
Acts, 2004 of the British Virgin Islands
and, accordingly, are exempted from
payment of British Virgin Islands
income tax.

The subsidiary established in Macao is
subject to income tax at the rate of 9%
(2016: 9%). No provision for Macao
profits tax has been made as the
Group had no assessable profit arising
in or derived from Macao during the six
months ended 30 June 2017 (2016:
nil).

22.

FreHiR (42)
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(iv)
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22. INCOME TAX EXPENSE (Continued) 22. FiSRiEX (&)
(iv) Other income tax (Continued) (iv) HpFEH (&)
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The subsidiary established in Uruguay
is subject to income tax at the rate of
25% (2016: 25%). No provision for
Uruguay profits tax has been made as
the Group had no assessable profit
arising in or derived from Uruguay
during the six months ended 30 June
2017 (2016: nil).

The subsidiary established in Turkey
is subject to income tax at the rate of
20% (2016: 20%). No provision for
Turkey profits tax has been made as
the Group had no assessable profit
arising in or derived from Turkey during
the six months ended 30 June 2017
(2016: nil).

The subsidiaries acquired in Cambodia
in 2017 and 2015 are subject to income
tax at the rate of 20%. No provision
for Cambodia profits tax has been
made as the Group had no assessable
profit arising in or derived from these
subsidiaries during the six months
ended 30 June 2017 (2016: nil).

The subsidiary acquired in Nicaragua
in 2017 is subject to income tax at
the rate of 30%. As approved by
relevant Tax Bureau in Nicaragua,
the subsidiary is entitled to exemption
from profits tax during the six months
ended 30 June 2017 and effective till
31 December 2020.

REREKY 2H B AR
EI25% (T —NF -
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22. INCOME TAX EXPENSE (Continued)
(iv) Other income tax (Continued)
The subsidiary established in Taiwan
in 2017 is subject to income tax at
the rate of 17%. Taxable income
under New Taiwan Dollar 120,000
is exempted from income tax. No
provision for Taiwan profits tax has
been made as the Group had no
assessable profit arising in or derived
from Taiwan during the six months
ended 30 June 2017.

The subsidiaries acquired in Samoa
in 2017 are exempted from profits tax
during the six months ended 30 June
2017.

23. EARNINGS PER SHARE
(a) Basic
Basic earnings per share is calculated
by dividing the profit attributable
to owners of the Company by the
weighted average number of ordinary
shares in issue during the period.

22. FRiSBiBAX (&)

(iv)

HAub 8% (&)
R-T—tFEEEKL
2B RARIEEAT% 25
KEFATSH o BRBIK
AR # & % 120,000 7T
NEBHEHE - SiEmt
BEFSHHERE B
AREEREE—_T—+
FEXRA=TRAIENERY
EBREEEENRN A E!
EUFE R A o

R-E— L FHEEME EEJ%Z
E%ZWIJ* ARBE—F
—tEFNA=18 1LKE
AR RENNEH -

23. BREF

(a)

B85
FREABFNAR AR
BAB{EEFIR SRR
17 EB M0 BT 9B
5 -

Unaudited
RBER

Six months ended 30 June

Profit attributable to AARHEE AESL
owners of the Company &4 (AR TIT)
(RMB'000)

BRITEBBIE

Weighted average number

of ordinary shares in T8 (AT
issue (thousands)

Basic earnings per share SRR EAR 7
(RMB per share) (BRARE)

HEANA=THLEAEAR

2017 2016
—E—+tF —TREF
644,740 456,709
915,000 884,681
0.70 0.52
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23. EARNINGS PER SHARE (Continued) 23. BREBERE)
(b) Diluted (b) s

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.
For the Company’s share options, a
calculation is done to determine the
number of shares that could have been
acquired at fair value (determined as
the average annual market share price
of the Company’s shares) based on
the monetary value of the subscription
rights attached to outstanding share
options. The number of shares

FRESER N Ty E B
?ﬁ&%m S R N P
BEEE - URERE A
5 %%Z BT B
i o BLARRE Z BB
s ARBEREART
RPN 5 2 RRBHE 2
BE - SHEERRAFE
(BEARARB MR ZF
BEETE) KRENBRHD
2H - LA EmEZR
081 B BRAR AR A i 1T
ERERT » BEETHR
MEBLLE ©

calculated as above is compared with
the number of shares that would have
been issued assuming the exercise of
the share options.
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Unaudited
RISEH
Six months ended 30 June
HEANA=THILEAEA
2017 2016
—Z—+t% —TRF
Profit attributable to /NI 2SN
owners of the Company & #| (AR FIT)
(RMB’000) 644,740 456,709
=
% Weighted average BRITEZBERME
<} number of ordinary E9E (LT3
@ shares in issue
o (thousands) 915,000 884,681
= Adjustments for: R
m — Share options —RERRRE (AT ET)
a (thousands) 1,442 228
S
= Weighted average BRESERFIFAZ
= number of ordinary BB N B
= shares for diluted (BAF5T)
H earnings per share
=] (thousands) 916,442 884,909
;ﬁ&
g Diluted earnings per FREERT
ﬁ; share (RMB per share) (FRARE) 0.70 0.52
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24,

25.

DIVIDENDS

A final dividend of RMB210,137,000 that
is related to the year ended 31 December
2016 was paid in May 2017 (2016:
RMB89,155,000).

In addition, an interim dividend of HKDO0.24
per share (2016: HKDO.18 per share) was
proposed by the board of directors on 15
August 2017. It will be payable on or about
18 September 2017 to shareholders whose
names are on the register on 7 September
2017. This interim dividend, amounting to
RMB190,590,000 (2016: RMB136,105,000),
has not been recognised as a liability in
this interim financial information. It will be
recognised in shareholders’ equity in the
financial statements of the Company for the
year ending 31 December 2017.

BUSINESS COMBINATIONS

On 1 May 2017, the Group acquired the
entire interest of bundled companies for a
total consideration of RMB440,691,000.

Name of the bundled companies are as

follows:

Name of companies

NCIEE
Nien Hsing Garment (Vietnam) Co., Ltd.

Nien Hsing Garment (Vietnam) Co., Ltd.

Chu Hsing Garment (Cambodia) Co., Ltd.

Chu Hsing Garment (Cambodia) Co., Ltd.

C Square Investment Co., Ltd.
C Square Investment Co., Ltd.
Foster Capital Management Inc.

Foster Capital Management Inc.
Alpha Textil de Nicaragua, S.A.
Alpha Textil de Nicaragua, S.A.
Zona Franca Mateare, S.A.

Zona Franca Mateare, S.A.

C Square Garment Finishing Co., Ltd.

C Square Garment Finishing Co., Ltd.

24, BRE
RZB—+FHA BXfTHE
%txfgf/‘—\¢+:ﬂ =+
HIFFERBNRBAKREAR
210,137,000 7T (=T — /"4 ¢
AR 89,155,0007T) °
oh EFEER T ti)\
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1%0.24 T (=T — /R4 ¢ iﬂ&
0.187T) ° ﬁﬁaﬁ ERR=F
S E A\ B A AR
“E—+FARLHBIRE
ZMHRES - FHREAR
#£ 190,590,000 7T ( =& — 754
/\Eﬁ%136 105,000 7T ) & 7 74
Z!KEPH@Eﬁf%ﬁ#%E@wu\%E{:’% ° %
ERRARBBE_T—+
¢ T-B=t—BiLEEzo
TERRIERRIRE S -
25. KBS
R=ZFE—+tFRA—RB K&
B LA A R % 440,691,000 7T 2 X
BRE—ERRN DR
ZARNFRRBAT
Place of
incorporation Principal activities
AR E EEEK
Vietnam Manufacturing and sales
of garment products
i L& MIHE IREE M
Cambodia Manufacturing and sales
of garment products
ESES BhE MIHE REEm
Samoa A holding company
TEE T —EER A A
Samoa A property management
company
BED —EER AT
Nicaragua Dyeing of fabric products
JE iz I PREMEERE
Nicaragua An operational company
under the Export
Processing Zone Act
FE kI —MREEONTEASR
e ELENA
Cambodia Provision of laundry and
washing processing
services
EScES TRtk BRI AR 7
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25. BUSINESS COMBINATIONS (Continued) 25. EBE/(A)
As a result of the acquisitions, the Group is EEﬁéE%%H&Zﬁﬁ%IE AEETEH
expected to increase its presence in these RZEMIBEAES - WIEHE
markets. It also expects to reduce costs BEELCHEBREKAR o NEE
through economies of scale. The Group BzEWEEERER LD AR
recognized gains of RMB146,578,000 from #146,578,0007T * AWK EE
the acquisitions and the gains are included in AABE_T—tEFA=T
‘other gains — net’ in the consolidated income HIERER 2 R ez [ B
statement for the six months ended 30 June e FEEl N e
2017.
The details of the fair value of assets )‘SCEZ%HSZE%$IEZHQE§EIEH
acquired, liabilities assumed at the acquisition BERBEEMAIAEAEATF

date of these acquisitions are summarized on
an aggregate basis as follows:

BERBCZFIEHMNT

Fair value at
acquisition date
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H»

WEASZATE
RMB’000
AR#F T
Consideration: RIE :
— Cash -H® 351,440
— Other payables to be settled in cash  — #5LAIR & 45+ 2 E A
FEfTRIE 89251
Total consideration #wRE 440,691
Recognised amounts of identifiable FrUtE AR B EER
assets acquired and liabilities FIREEEZERER
assumed &8
Cash and cash equivalents R RIREEBEY 6,499
Property, plant and equipment (Note 8) #73 « &= N & & (FizE8) 269,638
Land use rights (Note 7) {5 A (FIEET) 162,900
Inventories FE 197,540
el Trade and bills receivables BWE S REEFE 12,512
z Prepayments, deposits and other TR FRIE ?Tz/i\&
2 receivables H b B YK 11,454
g Trade and bills payables E’%H%%&?&T@%ﬁﬁ (14,188)
o Accruals and other payables R E A R H AR (30,423)
3 Deferred income tax assets ﬁkﬁﬁ STAE 6,893
5 Deferred income tax liabilities RIEFTEHBE (35,556)
m 99990
Pl
% Total identifiable net assets AR EEAREE 587,269
E
= Gains on acquisitions (Note 19) Weig =1 2 Wizs (FHEE19) (146,578)
Q‘
H 440,691
&
i Cash and cash equivalents in RETYEM B A Al 2R e
subsidiaries acquired KR EEY 6,499
Consideration for acquisitions HSZH%$IELAIE§ NP
ﬁ; settled in cash (351,440)
X L 995A
Il
Cash paid on acquisitions RWERELZ N 2RE (344,941)



25.

26.

BUSINESS COMBINATIONS (Continued)
Acquisition related costs of RMB2,900,000
have been charged to administrative
expenses in the consolidated income
statement for the six months ended 30 June
2017.

The revenue included in the consolidated
income statement from 1 May 2017 to
30 June 2017 contributed by the bundled
companies was RMB189,383,000. The
bundled companies also made losses of
RMB1,354,000 over the same period.

Had the bundled companies been
consolidated from 1 January 2017, the
consolidated income statement would show
pro-forma revenue of RMB7,685,941,000 and
profit of RMB629,366,000.

COMMITMENTS

(a) Capital expenditures commitments
Capital expenditures at the balance
sheet date that have not been incurred
are as follows:

Property, plant and
equipment

Authorised but not EREERTA
contracted for
Contracted but not BRI ABREE
provided for
Land use rights {5 AR
Authorised but not EFEEERETA

contracted for

Total capital commitments & ZNF¥E 4258

25.

26.

EBEH(E)
WEEEBEBEBRXAARE
2,900,000 TERBEE_T—+
FRA=ZTHLERNEANGES
Wegn sk 2 TR S AP HIRR ©

B-_Z—tFRAA—RHE_ZF
—tEFRNA=+TH  BZARE
FERZE A AGZESRERDN
WA= A 189,383,000 7T ©
ZARRIR R HERSEE A
[R#1,354,000 7T °

WZzBERAE T —+tF—A
—BREAEARAEE F4
WHERGREHEERAARK
7,685,941,000 7T % Ji Kl A R #
629,366,000 7T °

i
(@) EAXRMZEE
REEBRRELEEARFH

ST ¢
Unaudited Audited
RISER &2
30 June 31 December
2017 2016
—E—+F ZERF
AA=+tH +TZA=+—H
RMB’000 RMB’000
ARMFT AREFT
508,614 -
120,885 258,048
629,499 258,048
40,000 -
669,499 258,048
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26. COMMITMENTS (Continued) 26. AiE(4E)
(b) Operating leases commitments (b) REHEEHEE
The Group leases various land, offices RE ERER T AT HEH AL =
and warehouses under non-cancellable HEHZEMEE TR+
operating lease agreements. The future o WAERERE - RIE
aggregate minimum lease payments PNAHE S EHE 2 R
under non-cancellable operating leases SEAEFTEERENT ¢

are as follows:

&
B
f oS
a
B4
%
=
¥
B
5
=
S
—
m
w
—
o
—
p )
- Unaudited Audited
=) REERZ IEE%
= 30 June 31 December
& 2017 2016
S —B—tf e B3
8 AA=+tH +ZA=+—H
= RMB’000 RMB’000
2 ARMTF T ARBFTT
S
>
m No later than 1 year —FR 14,687 17,980
g Later than 1 yearand no —&&ERER
§ later than 5 years 28,952 32,220
= Later than 5 years RFI% 51,211 50,410
>
= 94,850 100,610
o
=
= . 5
> Relating to: B
g Land use rights T+ b R 24,780 24,630
Property, plant and M - E &
equipment B 70,070 75,980
94,850 100,610
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27.

RELATED-PARTY TRANSACTIONS 27.

Related parties are those as defined under
Hong Kong Accounting Standard 24 and
include key management of the Group.
General speaking, parties are considered
to be related if one party has the ability,
directly or indirectly, control the other party
or exercise significant influence over the
other party in making financial and operating
decisions. Parties are also considered to be
related if they are subject to common control.

The related parties that had transactions with
the Group are as follows:

Name of related party
BE S 58

Nantong Textile Group Co., Ltd.
PR B IR S B AR R AR

Hang Chi Enterprise Co., Ltd.
BECERRAR

Wah Fung Knitters Co., Ltd.
FEIEFHEARAR

Taltex (Zhuhai) Co., Ltd.
BEERR GRE) R AR

Texhong Tan Cang Logistics Joint Stock Company
KRATFTEMRRAD A A

Foshan Zhao Yue Textile Co., Ltd.
BILTIRBA AR AR

Shelink Limited
KHABR AT

Texhong Industrial Park Vietnam Limited

RHLT 5[5 [ B A R A A

SEREBLNXE
RAHSE 5 73 &8 & wT 4R R 55 24 1
%E%%iﬁ%KE@ZIE
BEE - —RME -« fWEF—T7
BEERSAMEEN S I RE
MIEREERENEA S — T
TEEATZEN Wﬁﬁ%%
By o MiRER KRS - IR
BRRERTT -

HLREE E
T

TR SR 5 m

Relationship with the Group
BEARE B EF

Associate company

4
HP%/D\ —.l

Associate company

4
HP%/D\ —.l

Associate company
BE AT

Associate company
BE AT

Joint venture
A

Joint venture
B

Joint venture
B

A company controlled by the
chairman of the Group
HAREEFFAES 2 A
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g 27. RELATED-PARTY TRANSACTIONS 27. HEBEBAINRS (&)

= (Continued)

i The Group had the following significant AEEHEEBEE T ETHEKR
g transactions and balances with related RS REHIT ¢

= parties:

S

E (a) Transactions with related parties (a) HEBINRZ

o

= Unaudited

- RBER

=) Six months ended 30 June
= BEARA=THLAEA

& 2017 2016
o —E—tF ZE-RF
8 RMB’000 RMB’000
7 ARBFRE  ARETT
c

= Sales of goods EmiHE

m — Taltex (Zhuhai) Co., Ltd. — BZE4%2 (3558)

- BRAR] 56,060 10,335
£ — Wah Fung Knitters - FIRFHBHR AR

3 Co., Ltd. 13,081 -
= — Foshan Zhao Yue Textile — {11 T Jk #8454

-|E1 Co., Ltd. BRAR] 1,602 -
o

£

= 70,743 10,335
=

=

Purchase of land use rights & & + i F 1
— Texhong Industrial Park — X 4T T 3 & [ #. /9
Vietnam Limited BRAA] - 65,033

ﬁ Purchases of goods EEEM

3 — Nantong Textile Group

z Co., Ltd. Z 5,242 8,660
=] — Foshan Zhao Yue Textile — {3 LI i1 JK i 47 45;

&) Co., Ltd. BRAF 8 -
m

o)

8 5,250 8,660
=

o

% Purchases of services PREE AR TS

o — Texhong Tan Cang — RULETER

© Logistics Joint Stock [ &r NG

E Company 6,075 =
2 — Foshan Zhao Yue Textile — 8511 i JK #5457 4%

2 Co., Ltd. BRAR 791 =
g

= 6,866 -
P>

i
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27. RELATED-PARTY TRANSACTIONS 27. EBEHAINRS (&) g
(Continued) =
(a) Transactions with related parties (a) EBEEBAINRS (& ¥
(Continued) g
=

Unaudited 9

RSB &

Six months ended 30 June 3

BEAA=TALAMEA =

2017 2016 o

—B-—tF T RE S

RMB’000 RMB000 b

AR®FT  ARETT [

o

Purchase of utilities RIEE N RIRE 8
— Foshan Zhao Yue Textile — {2 1L Jk #4544 &
Co., Ltd. BRAT 45 - B

— Texhong Industrial Park — K4 T Z[&[& #.F =
Vietnam Limited BRAR 33,770 18,258 m

=

33,815 18,258 :‘z’

%’

In the opinion of the Directors and EERAEENEERERA L ;
the Group’s management, the above AR TR 5T E B2 a
related party transactions were carried %2 I B AR ¥5 48 B 19 A0 1R =
out in the ordinary course of business, AL/ FHEBE B HNE =
and in accordance with the terms of ZfE(T o g

the underlying agreements and/or
the invoices issued by the respective
parties.

SHEHbHI—&= L140d3H WINILNI L10Z

<2}
©



~
o

&
B
=
=
g 27. RELATED-PARTY TRANSACTIONS 27. HEBEBAINRS (&)
= (Continued)
ﬁ (b) Balances with related parties (b) EEBEEES AR
5 Unaudited Audited
Z REER &S
= 30 June 31 December
» 2017 2016
= —2—tF —TRF
3 AA=+H +=ZA=+—H
m RMB’000 RMB’000
8 ARMFT AEBFT
=
= Trade receivables JEWE 5 3 IH
5 — Taltex (Zhuhai) - Hﬁ"%%% (%8)
L Co., Ltd. AR AR 31,164 30,817
=S — Wah Fung Knitters - EERSHEAR AR
= Co., Ltd. - 9,160 22,278
a — Foshan Zhao Yue — R LT K A A
= Textile Co., Ltd. BRAF 2,653 3,120
=
S 42,977 56,215
|
= Prepayments B EIE
= —Hang Chi Enterprise - B> 2GR A7
.E Co., Ltd. » 42,267 35,780
= — Foshan Zhao Yue — I T K 4R
o Textile Co., Ltd. BRAF 4,000 =
2 — Shelink Limited - KHABRAE 22 -
=
S 46,289 35,780
=
Trade payables JETE 5 508
— Texhong Industrial — R T2EE B
Park Vietnam Limited BR AT 2,609 4,021
— Texhong Tan Cang — RELFBYIR
il Logistics Joint Stock f&An 2 Al
z Company 3,274 —
] — Nantong Textile Group — F3@ 47 4% HXE.
2 Co., Ltd. MHABRA 363 320
m
x
|'=' 6,246 4,341
m
o)
3 Accruals and other B E A A
= payables FERTFRIE
C
§ Deposits from customers RE &P HIZE
m — Taltex (Zhuhai) - B OR08)
Co., Ltd. BRAE] - 541
H
& Balances with related parties are HEET WA SRR EER T
3 unsecured, non-interest bearing and HERAR—ERES -
g‘g are repayable within one year.
af
pzi
P>
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27. RELATED-PARTY TRANSACTIONS 27. HEHBEBAINRS (&)
(Continued)

(c) Key management compensation (c) EEEEEHM

Unaudited
REER
Six months ended 30 June
HEAA=THLEAEAR
2017 2016
—E—+F —ERF
RMB’000 RMB’000
AREFT AREFT

Salaries, wages and e TERFEL

bonuses 8,890 5,684

Pension costs (defined  ERKE A
contribution plan) (REHFKEE) 337 274
Other benefits H Ao 2 A 122 399
9,349 6,357
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OVERVIEW

We are pleased to present the unaudited
consolidated financial results of the Group for the six
months ended 30 June 2017 to our shareholders.
During the period under review, the Group’s
revenue increased by 27.9% to RMB7.45 billion
when compared to the corresponding period last
year. The increase was mainly attributable to the
rise in sales volume and unit price of yarns. Profit
attributable to equity holders for the six months
ended 30 June 2017 rose by 41.2% to RMB645
million when compared to the corresponding period
last year. Earnings per share also increased to
RMBO0.70 from RMBO0.52 for the corresponding
period last year. The increase in profit attributable to
equity holders was mainly attributable to the one-off
gain from the acquisition of the jeanswear business
and operating subsidy income of the Xinjiang factory
beginning to normalise during the period, partially
offset by the impact of comparatively weaker market
demand and fierce competition on sales volume
and gross profit margin.

INDUSTRY REVIEW

In the first half of 2017, there was a strong demand
for differentiated products from the PRC market.
In contrast, the market for traditional goods
and those easily replicated products has been
facing intensified competition. Obviously, there is
little room to grow in the PRC market under the
business model based on making profit merely
by low cost production. Nevertheless, customers
have been increasingly demanding in respect of
product development, quality and services. All in
all, mounting challenges continue to impact the
industry.

"nE
BPMAABRERELAEEHEZ=Z
—tFARNAZTHIEANEANRESE
R EVBERE EOEHRN 2
HRWBREEAREB L AEH
ZWABEFERE EA279%EAR
7458 - BHE T —tF /<A
=+HIERNEAR  BiEZRE ARG
FEEFRIEIEIN41.2% = ARE6.45
B ERAFNTHEFRHENAR
052 T MNE AREE0.707T © fRiE
BAEABGEANRL EANEERRA
EHARBARBEFTREEREED
— R R S A R 58 TR A A A
BhU ABAEA IEH(CFTE - BEmRER
BENMEERRENNBEETET
WRHEERTERNE  KE T I AT
FIE R o

THEERE
“E—LFE¥E - PETSHRNE
R{EMERB LA - R BRE
A M S R0 2 mh E B SRR T o
AR EER AN EEREMNNEEER
ERBEMSEACKLIAZRHE -
EPHNEMMAE  RENARRBEH
ERBETEIRD  BERHITER
EHEERAHE o



INDUSTRY REVIEW (Continued)

According to the statistics between January and
June 2017 from the National Bureau of Statistics
of the PRC, enterprises with a sizeable capacity in
the textile industry realised an aggregate revenue
of RMB2,034.9 billion from its principal activities,
representing year-on-year growth of 9.4%. Total
profit amounted to RMB98.3 billion, representing
year-on-year growth of 5.1%. From January to
June 2017, fixed asset investments in the textile
industry in the PRC amounted to RMB312.4 billion,
representing year-on-year growth of 7.2%.

According to the statistics between January and
June 2017 from the General Administration of
Customs of the PRC, the aggregate export of
textiles and garments was US$124.05 billion,
representing an increase of 0.36%. Among these
exports, US$53.12 billion was attributable to textiles
and US$70.93 billion to garments, representing
an increase of 2.1% and a decrease of 0.9%
respectively. With respect to production volume
between January and June 2017, yarns, fabrics and
synthetic fiber production amounted to 20.52 million
tonnes, 34.6 billion meters and 25.59 million tonnes
respectively, representing year-on-year growth of
5.1%, 4.5% and 4.8% respectively.

According to the statistics between January and
June 2017 from Vietnam Customs, sales of yarns
and short fiber manufactured in Vietnam increased
by 14.1% to 614,000 tonnes, representing a growth
of 24.1% in revenue to US$1.641 billion; while
garments exports increased by 7.0% to US$11.59
billion.

ITHEIRE(E)
REPERIGARBNBREBERT
TE—EF-RAERNA HEERR
CEEHERIEEBRAARKE
20,349187C * ALiER9.4% : EHA
HARRO83{ETL - ML RE.1% ° F
Bg@EE —_Z2—tF A AE
EEEREANRE3 124187 » RILLE
£7.2% -

BEFRSEAEHMHHEBERER
—T—tF—-AEXNA HERR
# 2 H 01,2405 =T £
0.36% + E A 47 &% & i 0 531.218 3
T EF2.1% 0 BREEH 0 709.318 %
o' FE09% EEHE =T —+
F—AZENAWE2,052 80 - [
£51%  WEE346EK AR
4.5%  {L#E 22,5598 1 - [ L 12
£4.8% o

BESESESERER —2—+F
—AEXNPAEAUEYEREHEE
219114.1% Z 614,000 - $E5EIL
I24.1% = 16.41 8% fREH O
HAN7.0% E115.9183FE T -
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BUSINESS REVIEW

For the period under review, the revenue of
the Group was RMB7.45 billion, representing
an increase of 27.9% when compared to the
corresponding period last year. Revenue of the
Group comprises sales of yarns, grey fabrics,
garment fabrics as well as garments. Yarns
continued to be the major product of the Group,
which contributed revenue of RMB6.75 billion during
the six months ended 30 June 2017, accounting for
90.7% of total revenue of the Group. The increase
was mainly driven by the growth in sales volume
and the increase in sales prices of the Group’s
products. In the first half of 2017, as new factories
that commenced production in stages last year
are now running at full steam, the Group’s yarn
sales volume increased significantly by 14.9% to
over 300,000 tonnes for the six months ended 30
June 2017. The Group has continued to focus on
stretchable core-spun yarn and denim yarn markets
in the PRC with a view to explore markets for
exceptional and high value-added yarn products.
The operating data of the Group’s products is set
out below:

ES e
REBEHR . REEHRKRAAEARE
7458 REFEE EFH27.9% -
REBIRABEDE - £ - @AM
IREMEE - WBREBAAEENS
HER BE_T—+tFA=1H
IEREARAZER ARK6S7.5FT
EAREBEKRANWNTYS  EFEE
MEAEEERNEEERALEE
BIRIGINATE - RZZT—+F E3F
HREFEERENTREDES
HEFR BE-_ZT—+F<A=1+H
IEREA - NEBEY RIEE KRG N
14.9% Z= 781 300,000 I - 7~ &£ [E 4548 =
WHRRENBEYER R FFYET
%5 RhEECRISEYERERTS -
REEEROCEBBENT

Revenue
Revenue Revenue change
from from between
January to January to 2017 and
June 2017 June 2016 2016
—E-tF
—E—tF T-RF HERHK
m —BZEAXA _Hﬁ/\ﬂ —E-RF
g HER HER 2E%
z RMB’000 RMB’000
: ARMFE AREFT
X
:Fn' Stretchable core-spun yarns NERDEG
o - Cotton i 4 1,850,407 1,738,643 6.4%
e - Denim - H41F 1,352,031 940,479 43.8%
g — Synthetic fiber — NiE s 498,382 464,498 7.3%
s Other yarns Hib iy
o - Cotton - B4 1,445,878 833,327 73.5%
° — Denim — 5T 931,677 743,826 25.3%
E — Synthetic fiber - N 675,149 638,429 5.8%
a5 Grey fabrics b7 %3]
;ﬁ - Stretchable grey fabrics bl 228,318 221,761 3.0%
] — Other grey fabrics - Efbiim 39,574 32,321 22.4%
g Garment fabrics R 203,292 143,527 41.6%
E Jeans 417 4% 223,789 64,981 244.4%
74 Total wEt 7,448,497 5,821,792 27.9%




BUSINESS REVIEW (Continued)
Sales volume
HE
January to January to
June 2017 June 2016
—B-tF -3-57%
-BERR  —RERA
Stretchable core-spun yarns BhatYE(E/
(Ton/RMB per ton) AREEH)
- Cotton i 82,025 80,838
- Denim -7 54,878 40,39
- Synthetic fiber - NE# 21,008 19,791
Other yams (Ton/RMB perton)  Efti#)i (1, AEH5)
- Cotton -1RY 65,202 46,979
- Denim -4 47,815 43,567
- Synthetic fiber - NEE% 30,403 30,690
Grey fabrics gl
(Million meters/RMB per meter)  (BE&%/ AREEX)
- Stretchable grey fabrics -Bh%A 25 27
- Other grey fabrics - i 54 50
Garment fabrics i)
(Millon meters/RMB per meter) (B &%/ AREEK) 129 130
Jeans (Million pairs) HE(EER) 45 19

The overall gross profit margin of the Group’s
products decreased from 18.2% for the six months
ended 30 June 2016 to 15.4% for the six months
ended 30 June 2017. The decrease was mainly
attributable to the fierce market competition among
comparatively simple product categories of the
differentiated products and the slower growth in
demand that had affected sales volume and unit
price of products, causing certain pressure on our
gross profit margin.

Cost of sales increased by 32.4% to RMB6.30
billion when compared to the corresponding period
last year due to the increase in production volume
and raw material cost. Raw material cost accounted
for about 77.2% of the total cost of sales for the six
months ended 30 June 2017. Cotton is one of the
Group’s major raw materials.

HEEERE(E)
Selling price Gross profit margin
EE EHE

January to Januaryto ~ January to January to
June2017  June2016 ~ June2017  June 2016
Bt _T-RF | ZB-tE  _FRF
-BERB  -AE~R -BEXA —AERA
22,559 21,508 15.3% 19.8%
24,637 23,281 18.5% 24.7%
23,723 23470 21.6% 21.2%
22,175 17,738 14.1% 14.7%
19,485 17,073 16.6% 16.5%
22,207 20,803 14.7% 14.6%
101 98 8.3% 12.4%
73 6.5 3.3% 9.1%
158 1.0 10.0% 12.4%
49.7 34.2 3.3% -1.3%
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BUSINESS REVIEW (Continued)
The breakdown of our cost of sales is shown below:

Consumables
AR

1.5%

Others
Hith

Consumables
JHREm

1.7%

O (E)
HERARNPATNIRAT

0.7%
Utilities
0 R

6.2%

Utilities

7.0%

Depreciation
b

4.3%
Direct Labour
HETE

w

10.1%

Raw Materials
RATE

77.2%

January to June 2017
—E—+tF-FXA

The Group will continue to implement its established
corporate strategies, optimise its product mix and
develop new products that meet market trends
and needs. The Group will also further improve its
financial performance by taking full advantage of
the strategic presence of the production operations.

The Group has continued to strengthen cooperation
with INVISTA, an international core-spun spandex
fibre manufacturer of LYCRA® fibre, and Lenzing
Fibers, the manufacturer of TENCEL® lyocell fibre
and Modal® fibre in order to build long-standing
strategic partnerships, using innovative fibre
technologies to produce trendy functional yarns
to tap into the differentiated high-end market. The
Group has reinforced its cooperative relations
with Toray of Japan, with the aim of expanding
the cooperation from the yarn business to its
denim garment business. In response to market
demand, the Group’s research and development
centre in Xuzhou has been raising product quality
and developing products in order to maintain a
leading position in the industry, as well as satisfying
customers’ demands for diversified and high-end
products.

Depreciation
g

4.4%

Direct Labour
HETHE
10.7%

75.4%

Raw Materials
AR

January to June 2016
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BUSINESS REVIEW (Continued)

The Chinese textile market has been the major
market for the Group, accounting for 84.3% of
total sales for the six months ended 30 June 2017.
The ten largest customers of the Group for the six
months ended 30 June 2017, which accounted for
17.0% of the total revenue, are as follows:

Shaoguan Shunchang Weaving Factory Co., Ltd.
Ningbo Dagian Textile Co., Ltd.

Guangdong Qianjin Jeans Co., Ltd.

Toray International, Inc.

Zhejiang Limayunshan Textile Co., Ltd.
Xinchangjing Textiles Co., Ltd.

TCE Vina Denim Joint Stock Company

Yixing Magnolia Garment Co., Ltd.

Black Peony Textile Co., Ltd.

Foshan Seazon Textile & Garment Co., Ltd.

PROSPECTS

In light of the prevailing government policies and the
demand and supply conditions in the PRC market,
barring any unforeseen circumstances in relation to
the cotton supply for next cotton season, we expect
to witness relatively stable cotton prices which
will have a stabilising impact on the businesses
engaged in yarn spinning.

Currently, the Group has an aggregate of 1.64
million spindles and 1.25 million spindles in
the PRC and Vietnam respectively. In light of
the strong demand for quick delivery and tailor
made differentiated products, the Group intends
to allocate RMB100 million to procure second-
hand equipment to expand domestic production
capacity by 100,000 spindles, which is expected
to be in full production in the fourth quarter of the
year. Meanwhile, the establishment of a brand
new intelligent yarn spinning factory with 140,000
spindles in Xuzhou is expected to be completed
in the second quarter of the coming year. With an
investment of approximately RMB500 million, the
facilities serve to fulfil orders that require quick
delivery. Based on estimated production capacity,
targeted sales volumes of yarn for 2017 and 2018
are about 650,000 tonnes and 720,000 tonnes
respectively. Nevertheless, the actual sales volume
will depend on the product mix in the corresponding
period.

O (E)
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HEATIREMRAR A A
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BRREFFMBER AR

Toray International, Inc.

WIS B E S BRD BR AR
R ERMHBmBERAR

TCE Vina Denim Joint Stock Company
HEEREARMREARLDA
EHASEARLDR

BRI SRS R B R A A
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PROSPECT (Continued)

In March 2017, the Group and Nien Hsing Textile
Co., Ltd. entered into a sales and purchase
agreement mainly in relation to the acquisition of its
denim garment factories in Vietnam and Cambodia
and the associated business. The acquisition was
completed on 1 May 2017 at an adjusted final
consideration of approximately US$64 million in
accordance with the pro forma balance sheet as at
30 April 2017, which primarily covered inventories
and fixed assets of approximately US$36 million
and US$26 million respectively. We expected that
the adjustment of the associated business will be
completed during the year in order to enhance
production management and strive to obtain steady
bulk orders from brand customers. Despite that the
business is expected to record certain operating
losses for the year, the Group expects it to achieve
a turnaround in 2018. The garment factory in
Vietnam jointly established by us and Changzhou
Hualida Group has commenced trial operation. After
discussion, to complement the plan in respect of the
newly acquired denim garment factory mentioned
above, the joint venture factory is to primarily focus
on production of jackets and tops, the strengths
of Hualida, with denim garments as a secondary
product to target leading brands in Japan in order
to achieve orderly expansion of the main operation.
As a new business, the denim garment business
is to be the development focus and is expected to
become a growth driver of the Group in the mid-to-
long term. It will also help effectively stabilise the
operating profit to avoid undue sensitivity to the
fluctuation of raw material prices.

RIS (&)

RAEF=AH ZIS’EIEENien Hsing
Textile Co., Ltd. %71 E & % E - ?Ezz
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ZREEREFEEFED 3,600
BK2,6008EET - BB NAFE
TERFAERBREER  MEEEESRE -
FEBEBMAMEEFPFRARAREE
BRI - MFEFAFERBAERE
FFEReR —TELEER EHEZC=
Z-N\FREEBERR - BMETEME
FMEEEAEMNURREIRE HG
HiEH LB bEEAN LK
BOFFREIBENOGR 68 IK
HﬂL/(i%‘JL?EEEI’W\\ﬁi EEFE
B FREAE  LLERHEA—R
mEAREGBFERES  FHRE
¥BABASEELEROFER B
EXAT REAASEMIE RS %
G BB ARIBELEFBEERAES
BEZRAERETE -



PROSPECT (Continued)

Though the construction of plants to form an
integrated platform comprising a downstream
industry chain in Vietnam is behind the original
schedule, the plants are currently expected to
commence production by stages in any events
during the second half of 2017. The Group’s
targeted sales volume for grey fabrics and jeans
for the year have been adjusted to about 80 million
meters and 14 million pairs.

The Group retained its place among the
internationally renowned Fortune “Top 500
Companies in China 2017” list announced on
31 July 2017, signifying broad recognition for its
success in continuing to expand and develop its
mode of business. According to the China National
Textile and Apparel Council, the Group ranked third
in terms of competitiveness among yarn and cotton
enterprises, we will make every effort to achieve
even better operating results in order to deliver long-
term and sustainable returns to its shareholders.
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FINANCIAL REVIEW

Liquidity and financial resources

As at 30 June 2017, the Group’s bank and cash
balances (including pledged bank deposits)
amounted to RMB1,237 million (as at 31 December
2016: RMB1,994 million). The decrease in bank and
cash balances was mainly attributable to the early
redemption of senior notes issued in 2013 (“2013
Notes”) which were due in January 2019.

As at 30 June 2017, the Group’s inventories
increased by RMB506 million to RMB3,437 million
(as at 31 December 2016: RMB2,931 million), and
trade and bills receivables decreased by RMB68
million to RMB1,522 million (as at 31 December
2016: RMB1,590 million). The inventory turnover
days and trade and bills receivables turnover
days were 91 days and 38 days respectively, as
compared to 79 days and 35 days respectively as
at 31 December 2016. The increase in inventory
turnover days was mainly due to higher inventory
level of yarns and the inventories of the newly
acquired denim garment business. The increase in
trade and bills receivables turnover days was due
to the increase in sales which led to an increase in
bills receivable, as well as longer credit terms for
customers of the newly acquired denim garment
business than that for customers of yarns. Trade
and bills payables decreased to RMB2,756 million
(as at 31 December 2016: RMB3,044 million).
The decrease was mainly due to the settlement of
payables in raw material purchases and equipment
purchases.

As at 30 June 2017, the Group’s borrowings
decreased by RMB917 million to RMB5,192 million
(as at 31 December 2016: RMB6,109 million) and
current bank borrowings decreased by RMB1,427
million to RMB2,123 million, which were mainly
due to the early repayment of 2013 Notes due in
January 2019.
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FINANCIAL REVIEW (Continued)

Liquidity and financial resources (Continued)

As at 30 June 2017, the Group’s financial ratios
were as follows:

Current ratio TR =R
Debt to equity ratio’ BERERL R
Net debt to equity ratio? B EFaEERLL R

! Based on total borrowings over equity attributable to
shareholders

2 Based on total borrowings net of cash and cash
equivalents and pledged bank deposits over equity
attributable to shareholders

Foreign exchange risk

The Group mainly operates in the PRC and
Vietnam. Most of the Group’s transactions, assets
and liabilities are denominated in Renminbi and US
dollar. Foreign exchange risk may arise from future
commercial transactions, recognised assets and
liabilities and net investments in foreign operations.
The Group’s exposure to foreign exchange risk
is mainly attributable to its borrowings and raw
material procurement denominated in US dollar and
Hong Kong dollar. The Group manages its foreign
exchange risks by performing regular reviews and
closely monitoring its foreign exchange exposures.

To mitigate the risk of depreciation of Renminbi,
the Group has taken steps to reduce its US dollar
indebtedness exposure by cutting down its US
dollar-denominated borrowings and purchasing
a suitable amount of currency option contracts.
As at 30 June 2017, other than bills payable, the
Group only had exposure in Hong Kong dollar
indebtedness of HK$600 million without protection
of option contracts. The protection offered by some
of the currency option contracts entered is only
to the extent of USD1 to RMB7.6. In the event
that Renminbi depreciates beyond that level, the
Group will be required to bear the relevant foreign
exchange risk.
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P ERMT
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2017 2016
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0.71 0.80

1 BIEERR ARG

2 BEERRERREEEMREE
MIRIT AR RCR B

SMEE B
AEBTEATERBEEE - £E
AR5 é?&ﬁ{ AARY
e ETTEHE o SME R AT RE 2R B 7R
5&57\\%%%4%@%%%3% CEHRE
ENBERREFR AKEMEY
) 1 BE L B 2 ok B LA SR TT KB T
AAEMEERRHMRBER - AEH
1T B Y K 0 B E EL SN E B
REAETEHSNE R o

REFARBERERR  AEEER
HURSETTEFARBABENEEH
BAEHNREXTAEERD R
—tFRA=TH BEMEREN
AEEEAREETNBETABKA
BAREADRE - ERIUWEDE
BHRS OREOREERN —ET
HBARKT6T 2N - EARBRER
WK - REBIDEBEARNE
Bk -

=
B
&
%q-
]
)3
2
iy
=
>
z
>
o}
m
=
m
P
-
=
@
o}
c
7
@
o
4
>
4
o
>
z
2
@
(2]

SHEHbHI—&= L140d3H WINILNI L10Z

(-]
=



=
B2
B
%g]-
]
)3
7
n
=
>
<
>
(9}
m
=
m
Z
-
9
(7
(e}
C
0
@
(©]
Z
>
-
O
>
<
>
<
]
(2]

E7HEBEPETEY aILINT dNOAD ITILXIL DNOHXIL

(]
N

FINANCIAL REVIEW (Continued)

Capital expenditure

For the six months ended 30 June 2017, the
capital expenditure of the Group amounted to
approximately RMB295 million (for the six months
ended 30 June 2016: RMB1,056 million), which was
mainly related to the renovation of buildings and
upgrade of equipments in the PRC and the new
capacity of fabric and garments in Vietham during
the period.

In addition, the Group acquired denim business
with an final consideration of approximately US$64
million.

Disclosure pursuant to Rule 13.18 of the Rules
(the “Listing Rules”) Governing the Listing of
Securities on the Stock Exchange of Hong Kong
Limited (the “Stock Exchange”)

As announced by the Company on 12 April 2013,
the Company and certain of its subsidiaries entered
into a purchase agreement with Deutsche Bank
AG, Singapore Branch, J.P. Morgan Securities plc
and Standard Chartered Bank in connection with
the issue of US$200 million 6.500% senior notes
(the “2013 Notes”) due 2019. The indenture (the
“Indenture”) governing the 2013 Notes provides
that upon the occurrence of a change of control
triggering event, the Company will make an offer to
purchase all outstanding 2013 Notes at a purchase
price equal to 101% of the principal amount plus
accrued and unpaid interest, if any, to (but not
including) the offer to purchase payment date.
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FINANCIAL REVIEW (Continued)

Disclosure pursuant to Rule 13.18 of the Rules
(the “Listing Rules”) Governing the Listing of
Securities on the Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) (Continued)

A change of control under the Indenture includes,
among others, any transaction that results in either
(i) the Permitted Holders (as defined below), which
include Mr. Hong Tianzhu, the controlling shareholder
of the Company and companies controlled by him,
being the beneficial owners (as such term is used
in the Indentures) of less than 50.1% of the total
voting power of the voting stock of the Company; or
(i) any person or group (as such terms are used in
the Indentures) is or becomes the beneficial owner,
directly or indirectly, of total voting power of the voting
stock of the Company greater than such total voting
power held beneficially by the Permitted Holders.
“Permitted Holders” means any or all of (1) Messrs.
Hong Tianzhu and Zhu Yongxiang; (2) any affiliate of
the persons specified in paragraph (1); and (3) any
person both the capital stock and the voting stock of
which (or in the case of a trust, the beneficial interests
in which) are owned 80% by persons specified in
paragraphs (1) and (2) above.

Such bonds were fully redeemed in advance in
January 2017.
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FINANCIAL REVIEW (Continued)

Disclosure pursuant to Rule 13.18 of the Rules
(the “Listing Rules”) Governing the Listing of
Securities on the Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) (Continued)

As announced by the Company on 18 May 2015,
by an agreement dated 18 May 2015 (“2015 Facility
Agreement”) entered into by, among others, the
Company as borrower and a syndicate of banks and
financial institutions as lenders, the lenders have
agreed to grant a term loan facility (“2015 Facility”)
of up to the aggregate principal amount of US$110
million. The purpose is for all amounts borrowed
under the 2015 Facility to be applied towards any
refinancing, repayment, redemption, purchase or
repurchase of the 2011 Notes due in January 2016
issued by the Company, in whole or part, at or before
their maturity. The 2015 Facility shall be fully repaid in
May 2018 and is guaranteed by certain subsidiaries
of the Company. The 2015 Facility Agreement
contains the usual cross default provisions and a
further requirement that Mr. Hong Tianzhu shall be
and continue to be the chairman of the Board, directly
or indirectly beneficially own not less than 25% of
the total voting shares issued by the Company, and
be and remain the single largest holder of the voting
shares issued by the Company. A breach of such
requirement will constitute an event of default under
the 2015 Facility Agreement, and as a result, the
2015 Facility is liable to be declared immediately due
and payable. The occurrence of such circumstance
may trigger the cross default provisions of other
banking/credit facilities available to the Group and,
as a possible consequence, these other facilities may
also be declared to be immediately due and payable.

As announced by the Company on 20 April 2016,
by an agreement dated 20 April 2016 (“2016
Facility Agreement”) entered into by, among
others, Texhong Galaxy Technology Limited
(“Texhong Galaxy”), a wholly-owned subsidiary
of the Company, as borrower and a syndicate of
banks and financial institutions as lenders, the
lenders have agreed to grant a facility (“2016
Facility”) in the aggregate principal amount of up
to US$103,000,000 to finance the development of
Texhong Galaxy’s production plant in Haiha District,
Quang Ninh Province, Vietnam. The 2016 Facility
shall be fully repaid in April 2023 and is guaranteed
by the Company.
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FINANCIAL REVIEW (Continued)

Disclosure pursuant to Rule 13.18 of the Rules
(the “Listing Rules”) Governing the Listing of
Securities on the Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) (Continued)

The 2016 Facility Agreement contains a
requirement that Mr. Hong Tianzhu shall maintain,
directly or indirectly, the status of the largest
individual shareholder of the Company and maintain
the position of chairman of the Group. A breach
of such requirement will constitute an event of
default under the 2016 Facility Agreement, and as
a result, the 2016 Facility is liable to be declared
immediately due and payable. The occurrence of
such circumstance may trigger the cross default
provisions of other banking/credit facilities available
to the Group and, as a possible consequence,
these other facilities may also be declared to be
immediately due and payable.

As at the date of this interim report, the Company is
in compliance with the 2015 Facility Agreement and
the 2016 Facility Agreement.

Pledge of assets

As at 30 June 2017, the Group did not have any
pledged assets (as at 31 December 2016: land use
rights, property, plant and equipment, inventories
and bank acceptance with a net book amount of
RMB26.0 million, RMB116.5 million, RMB393.0
million and RMB206.8 million, respectively were
pledged for bank borrowings).
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FINANCIAL REVIEW (Continued)

Human resources

As at 30 June 2017, the Group had a total
workforce of 39,051 employees (as at 31 December
2016: 27,279 employees), of whom 15,452
employees were based in the regional headquarters
in Shanghai and our manufacturing plants in
Mainland China. The remaining 23,599 employees
were stationed in regions outside Mainland China
including Vietnam, Cambodia, Nicaragua, Taiwan,
Hong Kong and Macao. The Group will continuously
optimize the workforce structure and offer its staff
with competitive remuneration schemes. The Group
is committed to promote a learning and knowledge
sharing culture within the organisation. Heavy
emphasis is placed on the training and development
of individual staff and team building, as the Group’s
success depends on the contributions of our skilled
and motivated staff in all our functional divisions.

Dividend policy

The Board intends to maintain a long term dividend
payout ratio, representing about 30% of the Group’s
net profit for the year attributable to owners of the
Company, with a view to providing our shareholders
with reasonable returns. The Board has resolved
to declare an interim dividend of 24 HK cents per
share for the six months ended 30 June 2017 to
shareholders whose names appear on the register
of shareholders of the Company in Hong Kong on 7
September 2017.

Closure of register of members

The register of members of the Company will be
closed from 5 September 2017 to 7 September
2017, both days inclusive, during which no transfer
of shares can be registered. To qualify for the
interim dividend (which will be payable on or about
18 September 2017), shareholders must ensure
that all transfer documents accompanied by the
relevant share certificates are lodged with the Hong
Kong branch share registrar and transfer office of
the Company, Boardroom Share Registrars (HK)
Limited at 31st Floor, 148 Electric Road, North
Point, Hong Kong no later than 4:30 p.m. on 4
September 2017.
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FINANCIAL REVIEW (Continued)

Purchase, sale or redemption of the listed
securities of the Company

Save for the early redemption of the 2013 Notes,
there was no purchase, sale or redemption of the
Company’s listed securities by the Company or its
subsidiaries during the six months ended 30 June
2017.

Share options

A share Option Scheme (“Share Option Scheme”)
was adopted by the shareholders of the Company
at the annual general meeting on 7 April 2014
(“Adoption Date”). The purpose of the Share
Option Scheme is to enable the Group to grant
options to selected participants as incentives
or rewards for their contributions to the Group.
All directors, employees, suppliers of goods or
services, customers, persons or entities that provide
research, development or other technological
support to the Group, shareholders of any member
of the Group, advisers or consultants of the Group
and any other group or classes of participants
who have contributed or may contribute by way of
joint venture, business alliance or other business
arrangement and growth of the Group are eligible to
participate in the Share Option Scheme. The Share
Option Scheme will remain in force for a period of
10 years after the Adoption Date.

The total number of share(s) of HK$0.10 each
in the share capital of the Company (“Share(s)”)
which may be allotted and issued upon exercise of
all options to be granted under the Share Option
Scheme and any other share option scheme
adopted by the Group must not in aggregate
exceed 10% of the Shares in issue on the Adoption
Date (“General Scheme Limit"). The Company may
renew the General Scheme Limit with shareholders’
approval provided that each such renewal may not
exceed 10% of the Shares in issue as at the date of
the shareholders’ approval.

The maximum number of Shares which may be
issued upon exercise of all outstanding options
granted and yet to be exercised under the Share
Option Scheme and any other share option scheme
adopted by the Group must not in aggregate exceed
30% of the Shares in issue from time to time.
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FINANCIAL REVIEW (Continued)

Share options (Continued)

Unless approved by shareholders of the Company,
the total number of Shares issued and to be issued
upon exercise of the options granted under the
Share Option Scheme and any other share option
scheme of the Group (including both exercised
or outstanding options) to each participant in any
12-months period shall not exceed 1% of the issued
share capital of the Company for the time being
(“Individual Limit”).

An option may be accepted by a participant within
21 days from the date of the offer of grant of the
option. A nominal consideration of HK$1 is payable
on acceptance of the grant of an option. An option
may be exercised in accordance with the terms
of the Share Option Scheme at any time during a
period to be determined and notified by the Board
to each grantee, which period may commence
on a day after the date upon which the offer for
the grant of options is made but shall end in any
event not later than 10 years from the date of grant
of the option, subject to the provisions for early
termination thereof. Unless otherwise determined
by the Directors and stated in the offer of the grant
of options to a grantee, there is no minimum period
required under the Share Option Scheme for the
holding of an option before it can be exercised.

The subscription price for the Shares under the
Share Option Scheme will be a price determined by
the Directors, but shall not be less than the highest
of (i) the closing price of Shares as stated in the
Stock Exchange’s daily quotations sheet on the
date of the offer of grant, which must be a business
day; (ii) the average closing price of the Shares as
stated in the Stock Exchange’s daily quotations
for the five trading days immediately preceding the
date of the offer of grant; and (iii) the nominal value
of the Shares.
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FINANCIAL REVIEW (Continued) B E R (4F)

Share options (Continued) BREE)

During the six months ended 30 June 2017, REE-ZT—tFEXA=+HIAAE
movements of the share options granted under the A - 12 15 & A HE 51 2143 49 B8 A HE Y
Share Option Scheme are summarised as follows: FELaaT

Number of share options
ERERA

Granted  Exercised Lapsed  Cancelled
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Closing price duringthe  duringthe  duringthe  during the
per Share Outstanding ~ six months ~ sixmonths ~ sixmonths ~ six months
immediately  Exercise asat ended ended ended ended  Outstanding
List of before the date price 1 January 30 June 30 June 30 June 30 June asat
grantees Date of grant (Note) Exercise period ofgrant  per share 017 2017 2017 2017 2017 30 June 2017
REZ REE RBE REZ
RERL RIZ-tF ZF-tF Z¥-tF CR-4F CR-F ROR-tF
A2 —-fA-B RAZtAL XAZTHL AAZtAL XAZtBEL  AAZtA
ERAZE  RERB(NE)  fRE §MEK1§ Eﬂﬁﬁﬁg A ABARE ~EAGE ABAXY AEARH SIS
B #R
Directors
iz
Mr. Tang Daoping 23 March 2015 1January 2016t 22 March 2025 8.27 870 670,000 - - - - 670,000
AETEE it - -A-
ZA=t=R *f ﬁfi ﬂ:+:E
23 March 2015 1 January 2017 to 22 March 2025 827 810 670,000 - - - - 670,000
—3-1% ZE-t§-f-RZ
gy = “E-RfZA-t-R
23 March 2015 1 January 2018 to 22 March 2025 827 870 660,000 - - - - 660,000
it Z5-\§-F-BZ
ZAztzB ZECRFSACtCR
2,000,000 - - - - 2000000
Mr. HuiTszWai - 23March 2015 1 January 2016 to 22 March 2025 827 870 1,000,000 - - - - 1000000
i 73 it i
ZA-t=B ZECRFSACTCR
23 March 2015 1 January 2017 to 22 March 2025 8.27 870 1,000,000 - - - - 1,000,000
ZZ-3 ‘i-tﬁ—ﬂ-ﬁx
ZA-t=B ECRFSACtCR
23 March 2015 1 January 2018 to 22 March 2025 8.27 870 1,000,000 - - - - 1,000,000
ik 2\ -f-BZ
Zp-1zR - e
28 December 2015 1 January 2017 584 510 300,000 - - - - 300,000
to 27 December 2025
—3-1% “E-+§-f-RZ
T-A-tAR —ECRft-A-t4R
28 December 2015 1 January 2018 to 584 510 300,000 - - - - 300,000
27 December 2025
1% “F-N\§-F-RE
TZA-tAR CECEf+-ACtH4A N
28 December 2015 1 January 2019to 584 570 300,000 - - - - 300,000 2
K December2025 =
Z2-1% ! z
L-RSHNE SE-REt-EoH4R m
28 December 2015 January 2020t 584 510 300,000 - - - - 300,000 Py
27 December 2025 =
—2-n% Z x
+=AZtAA 3
28 December 2015 1 January 2021t 584 510 300,000 - - - - 300,000 o
27 December 2025 A
“2-1% “F_-5-R-RE
TZA-tAR ECEf+-ACH4A 1
L]
4,500,000 - - - - 4,500,000 |
T
;ﬁl 6,500,000 - - - - 6,500,000 g
&
#
Note: The vesting period of the share options is from Mz : BRRESBHAEHASHEES L
the date of grant until the commencement of the T HARS IS A 1 E o 89

exercise period.
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATION

At 30 June 2017, the interests and short positions of
each Director and chief executive of the Company
in the Shares, underlying shares and debentures
of the Company and its associated corporations
(within the meaning of Part XV of the Securities
and Futures Ordinance, Chapter 571 of the laws of
Hong Kong (the “SFQ”)), as recorded in the register
maintained by the Company under Section 352 of
the SFO or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model
Code for Securities Transactions by Directors of
Listed Companies contained in the Listing Rules,
were as follows:
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B RITAAE N AR A7) R H AR A
(EERBBEDNFESTIEES R
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Bty - HEEARND REEERERIEE
B MBI E R DI 35215 - B AR
NAATHEZELMAZ #Em oK
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REFETEFRRHERETRIREAR
BAR RN B KB AP 2 MOk A N
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Name of Number of
Group member/ ordinary
associated shares
Name of directors corporation Nature of (Note 1)
of the Company FEEREAT/ interest EBEREE Percentage
ARAEBHA HBEE AR BHfE (it1) Bk
Mr. Hong Tianzhu the Company Interest of controlled ~ 544,742,400(L) 59.53%
BRI A AE AR corporation(s) (Note 2)
FERIEARES (Hfzt2)
the Company Beneficial owner 5,400,000(L) 0.59%
VNG ERfAA
=] Mr. Zhu Yongxiang the Company Interest of controlled ~ 219,900,000(L) 24.03%
g FoKERAE AR corporation(s) (Note 3)
z FERIEANES (Hf:t3)
-
g Mr. Tang Daoping the Company Beneficial owner 3,700,000(L) 0.40%
E o pETRs AAF ERAAA (Note 4
o} (Hizt4)
3
E Mr. Hui Tsz Wai the Company Beneficial owner 4,500,000(L) 0.49%
H FrEEE NG BERfEA (Note 5)
m (H:t5)
(=]
g Mr. Ji Zhongliang Celestial Ease Interest of controlled 750(L) 9.80%
2 BRRAAE Holdings Limited corporation(s) (Note 6)
ﬁ REZERBRAT FriEmE AR (Hit6)
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY

ASSOCIATED CORPORATION (Continued)
Notes:

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

2. Among these 544,742,400 Shares, as to
392,842,400 Shares are registered in the name
of and beneficially owned by New Green Group
Limited, the entire issued share capital of which
is beneficially owned by Texhong Group Holdings
Limited, a company wholly owned by Mr. Hong
Tianzhu and as to 151,900,000 Shares are
registered in the name of and beneficially owned by
Trade Partner Investments Limited, the entire issued
share capital of which is beneficially owned as to
57.44% by Mr. Hong Tianzhu through New Green
Group Limited. Under the SFO, Mr. Hong Tianzhu
is deemed to be interested in all the Shares held
by New Green Group Limited and Trade Partner
Investments Limited. Mr. Hong Tianzhu is a director
of Texhong Group Holdings Limited, New Green
Group Limited and Trade Partner Investments
Limited.

3. Among these 219,900,000 Shares, as to 68,000,000
Shares are registered in the name of and
beneficially owned by Wisdom Grace Investments
Limited, the entire issued share capital of which
is beneficially owned by Mr. Zhu Yongxiang and
as to 151,900,000 Shares are registered in the
name of and beneficially owned by Trade Partner
Investments Limited, the entire issued share capital
of which is beneficially owned as to 42.56% by Mr.
Zhu Yongxiang through Wisdom Grace Investments
Limited. Under the SFO, Mr. Zhu Yongxiang is
deemed to be interested in all the Shares held by
Wisdom Grace Investments Limited and Trade
Partner Investments Limited. Mr. Zhu Yongxiang
is a director of Wisdom Grace Investments Limited
and Trade Partner Investments Limited.

4. Among these interests, 2,000,000 Shares of which
are underlying shares comprised in the options
granted to Mr. Tang Daoping pursuant to the Share
Option Scheme.

5. These interests are underlying shares comprised in
the options granted to Mr. Hui Tsz Wai pursuant to
the Share Option Scheme.

6. These 750 shares are registered in the name of and
beneficially owned by Welde Global Limited, the
entire issued share capital of which is beneficially
owned by Mr. JI Zhongliang. Under the SFO, Mr.
JI Zhongliang is deemed to be interested in all the
shares held by Welde Global Limited.
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#%544,742,4000% & B+
392,842,400k LANew Green
Group Limited 2 & & 3% 17 % 48
Texhong Group Holdings Limited
BERER ARAMALEEREHR
®E100%ER) B ERIERER
W A A Z i 151,900,000 8% A
Trade Partner Investments Limited
(R % 4 3% 3B New Green Group
Limited ® 25 # B H = 2 2 2 17 &
M H5744% %) RERIERE
REBEABEL - REZHFRHAE

B - R A % 4 4 AR R P New
Green Group Limited }2 Trade
Partner Investments Limited 3% & =
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New Green Group Limited }2 Trade
Partner Investments Limited 2 &% ©

219,900,000 fi% % {7 # 68,000,000
% LAWisdom Grace Investments
Limited (X 2 B # TR A B K
KECEBERAR) BERERE
= %A A& F 0 151,900,000 % A
Trade Partner Investments Limited
( %k 7K #t %% 4 % 1B Wisdom Grace
Investments Limited & 4 # 5 A 2
BB EATIR () ) 42.56% E &5 ) B &
RIERERHEB ABR - RIEFE
B0 RoKFERERBERR
Wisdom Grace Investments Limited
. Trade Partner Investments
Limited#§ & < PT & IR 5 15 & #
% o K K £ % & & Wisdom Grace
Investments Limited }2 Trade Partner
Investments Limited 2 £ % °
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS FERREAQAFTKRY - HEROR
AND SHORT POSITIONS IN SHARES AND BEEBEZEBZRAE

UNDERLYING SHARES AND DEBENTURES OF

THE COMPANY

So far as the Directors are aware, as at 30 June BEEFRMNBZ R _ZT—+F XA
2017, the interests or short position of the persons =+ H - RAQ 785 sk 8B AR5
other than a Director or chief executive of the B BIEZEF & HIE (505 336 15642
Company in the Shares or underlying shares of #RARREBETFHFE 2 S MAZ#
the Company which were recorded in the register I XA M AT (HEARQAT 2 EFHTT

%
required to be kept by the Company pursuant to BB RIN AT
Section 336 of the SFO were as follows:
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Ordinary Shares of the Company: RRAE 2 B -
Number of
ordinary
Name of the Nature of shares
substantial shareholders interests (Note 1)  Percentage
TERRES BB ERME ZEREE BO
(Mt 1)
New Green Group Limited Beneficial owner 392,842,400(L) 42.90%
=B A (Note 2)
(Mit2)
Interest of controlled 151,900,000(L) 16.60%
corporation(s) (Note 3)
PRz A AR (Btat3)
Trade Partner Investments Limited Beneficial owner 151,900,000(L) 16.60%
BEnEAA (Note 3)
(Ktat3)
=] Wisdom Grace Investments Beneficial owner 68,000,000(L) 7.43%
z Limited EalEEA (Note 4)
2 (i)
)
>H< Interest of controlled 151,900,000(L) 16.60%
= corporation(s) (Note 3)
o PR A (M7 3)
A
% Texhong Group Holdings Limited Interest of controlled 544,742,400(L) 59.53%
C corporation(s) (Note 2 and 3)
E FEESE AR (Mtat2 K 3)
(=]
H Ms. Ke Luping Interest of spouse 550,142,400(L) 60.12%
= g+ [ (Note 5)
& (Wit s)
B
i
iz
|
pzi
>
aj



SUBSTANTIAL SHAREHOLDERS’ INTERESTS

AND

SHORT POSITIONS IN THE SHARES,

UNDERLYING SHARES AND DEBENTURES OF
THE COMPANY (Continued)

FERREFDARS - HERO K
RRERZEERAR (&)

Name of the Nature of
substantial shareholders interests
FTERRHS BB EEME

Ms. Zhao Zhiyang
HEH LT

Mr. Hui Ching Lau

FEREE corporation(s)
PRESDE AR
Event Star Limited Beneficial owner
EmBEEA

Notes: Htat -

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

These 392,842,400 Shares are registered in the
name of and beneficially owned by New Green
Group Limited, the entire issued share capital of
which is beneficially owned by Texhong Group
Holdings Limited, a company wholly beneficially
owned by Mr. Hong Tianzhu. Under the SFO, each
of Texhong Group Holdings Limited and Mr. Hong
Tianzhu is deemed to be interested in all the Shares
held by New Green Group Limited.

These 151,900,000 Shares are registered in the
name of and beneficially owned by Trade Partner
Investments Limited, the entire issued share capital
of which is beneficially owned as to 57.44% by Mr.
Hong Tianzhu through New Green Group Limited
and 42.56% by Mr. Zhu Yongxiang through Wisdom
Grace Investments Limited. Under the SFO, each of
Mr. Hong Tianzhu, Mr. Zhu Yongxiang, New Green
Group Limited and Wisdom Grace Investments
Limited is deemed to be interested in all the Shares
held by Trade Partner Investments Limited.

Interest of spouse
JiRREL

Interest of controlled

Number of
ordinary
shares
(Note 1)
ZEREE
(Ftat1)

Percentage
Btk

219,900,000(L) 24.03%
(Note 6)
(Mite)

55,058,000(L) 6.02%

(Note 7)

(M 7)

55,058,000(L)
(Note 7)
(Btet7)

6.02%

LI RRZALTRBROZHE -

72 392,842,400 % % {7 LA New Green
Group Limited (E & #8217 4~
Texhong Group Holdings Limited &
WA ARNEENEREEERSE
2R BEREAEREAAE
0 o RIEFE S L EIE KA - Texhong
Group Holdings Limited &2 3t X %7
%5 4 39 W AR A 7 New Green Group
Limited 575 2 FT A B (01 A i o

5%151,900,000/% &0 LA Trade
Partner Investments Limited (&
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES OF
THE COMPANY (Continued)

Notes: (Continued)

4. These 68,000,000 Shares are registered in the
name of and beneficially owned by Wisdom Grace
Investments Limited, the entire issued share
capital of which is beneficially owned by Mr. Zhu
Yongxiang. Under the SFO, Mr. Zhu Yongxiang is
deemed to be interested in all the Shares held by
Wisdom Grace Investments Limited.

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

6. Ms. Zhao Zhiyang is the spouse of Mr. Zhu
Yongxiang. Under the SFO, Ms. Zhao Zhiyang is
deemed to be interested in the same number of
Shares in which Mr. Zhu Yongxiang is interested.

7. These 55,058,000 Shares are registered in the
name of and beneficially owned by Event Star
Limited, a company which is 100% controlled by Mr.
Hui Ching Lau. Under the SFO, Mr. Hui Ching Lau
is deemed to be interested in all the Shares held by
Event Star Limited.

CORPORATE GOVERNANCE

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

The Board comprises five executive Directors
and three independent non-executive Directors.
The Board has adopted the code provisions of
the Corporate Governance Code (the “Code
Provisions”) set out in Appendix 14 to the Listing
Rules on the Stock Exchange. During the reporting
period, the Company had complied with the Code
Provisions.
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MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted a code of conduct
regarding the Directors’ securities transactions
on terms not less exacting than the required
standard set out in the Model Code for Securities
Transactions by Directors of Listed Issuers (the
“Model Code”) set out in Appendix 10 to the Listing
Rules. After specific enquiry made by the Company,
all of the Directors confirmed that they had complied
with the required standard set out in the Model Code
and the code of conduct regarding the Directors’
securities transactions during the reporting period.

AUDIT COMMITTEE

The Company has established an audit committee
which comprises three independent non-executive
Directors, namely, Mr. Ting Leung Huel, Stephen,
Professor Tao Xiaoming and Professor Cheng
Longdi. Mr. Ting Leung Huel, Stephen is the
chairman of the audit committee. The terms of
reference of the audit committee comply with the
Code Provisions. The audit committee is responsible
for reviewing and supervising the Group’s financial
reporting process and internal control system and
providing advice and recommendations to the
Board.

The audit committee has discussed with
management and reviewed the unaudited
condensed consolidated financial statements of the
Company for the six months ended 30 June 2017.

REMUNERATION COMMITTEE

The remuneration committee of the Board comprises
Mr. Hong Tianzhu, the chairman and executive
Director, and three independent non-executive
Directors, namely Mr. Ting Leung Huel, Stephen,
Professor Tao Xiaoming and Professor Cheng
Longdi. Mr. Ting Leung Huel, Stephen is the
chairman of the remuneration committee. The
terms of reference of the remuneration committee
comply with the Code Provisions. The remuneration
committee is principally responsible for formulating
the Group’s policy and structure for all remuneration
of the Directors and senior management and
providing advice and recommendations to the
Board.
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NOMINATION COMMITTEE

The nomination committee of the Board comprises
Mr. Hong Tianzhu, the chairman and executive
Director, and three independent non-executive
Directors, namely Mr. Ting Leung Huel, Stephen,
Professor Tao Xiaoming and Professor Cheng
Longdi. Mr. Hong Tianzhu is the chairman of the
nomination committee. The terms of reference of
the nomination committee comply with the Code
Provisions. The nomination committee is principally
responsible for reviewing the structure, size and
composition of the Board, identifying individuals
suitably qualified to become Board members,
assessing the independence of independent non-
executive Directors, and making recommendations
to the Board on the appointment and re-appointment
of Directors and succession planning for Directors.

By order of the Board

Texhong Textile Group Limited
Hong Tianzhu

Chairman

Hong Kong, 15 August 2017
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