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ASSETS

Non-current assets
Freehold land and
land use rights

Property, plant and equipment
Right-of-use assets
Intangible assets
Investments accounted for

using the equity method
Deferred income tax assets
Other non-current assets

Total non-current assets

Current assets

Inventories

Properties under development

Trade and bills receivables

Prepayments, deposits and
other receivables

Derivative financial instruments

Pledged bank deposits

Cash and cash equivalents

Total current assets

Total assets
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Note
MtaE

7

8
3(a(i)
9

10

11
11
12
13

17

Unaudited
RSEX
30 June

2019

—E-hF

~NA=1+H
RMB’000

ARMTF T

168,878
8,905,632
1,238,432

68,897

204,967
106,741

10,693,547

5,700,179
227,096
1,633,931

787,423
170,809

45,802
1,920,127

10,485,367

21,178,914

Audited
KEZ

31 December
2018

1,011,183
7,716,921

70,728
204,707

96,391
236,102

9,336,032

5,211,292
226,058
1,783,774

867,899
145,220

145,019
1,054,721

9,433,983

18,770,015



EQUITY

Equity attributable to owners
of the Company

Share capital: nominal value

Share premium

Other reserves

Retained earnings

Non-controlling interests

Total equity

LIABILITIES

Non-current liabilities
Borrowings

Lease liabilities

Deferred income tax liabilities
Long-term payables

Total non-current liabilities

Note
BtaE

R

AATEE AELER

AR - BREE 20
BAD (B 20

HAtb#
RE 5 7

FEIEFI MRS

AR

&fE

BE 16

3(ai)
ERFAEH AR
AR IR 19

FRBAEAE

2019 INTERIM REPORT

Unaudited
RISEX
30 June

2019

—E-hF

~NA=1+H
RMB’000

AR¥TF T

96,709
433,777
691,065

5,809,438

7,030,989
602,179

7,633,168

5,058,761
132,753
249,435
199,240

5,640,189

Audited
KEZ

31 December
2018

96,709
433,777
712,893

5,495,258

6,738,637
98,185

6,836,822

4,875,187

161,690
122,893

5,159,770
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Unaudited Audited

RSEX KEZ
30 June 31 December
2019 2018
—ZE-hEF —T-N\F
ANB=+H +t=ZA=+—H
Note RMB’000 RMB’000
MtaE ARMTF T AREFIT
Current liabilities REEE

Trade and bills payables FERTE 5 REBFKIE 14 4,054,039 3,522,714
Contract liabilities EHaE 128,472 88,272
Accruals and other payables FERBAKEMEMNKE 15 706,149 727,219
Current income tax liabilities EHFEHARE 69,847 70,077
Borrowings BE 16 2,761,400 2,252,547
Derivative financial instruments ~ $7T4 &R T A 17 94,120 89,468
Lease liabilities HEEE 3(a(i) 33,289 =
Finance lease obligations ROE M ERYE 18 - 831

Long-term payables due 1FRBENRER 19
within 1 year FERTRRER 58,241 22,295
Total current liabilities REEBEEE 7,905,557 6,773,423
Total liabilities EFEH8E 13,545,746 11,933,193
Total equity and liabilities HMEEREE 21,178,914 18,770,015

The notes on pages 14 to 76 form an integral part of
these condensed consolidated financial statements.
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Revenue
Cost of sales

Gross profit

Selling and distribution costs

General and administrative
expenses

Net (accrual)/reversal of
impairment losses on
financial assets

Other income

Other gains/(losses) — net

Operating profit

Finance income
Finance costs

Finance costs — net

Share of profits less losses of
investments accounted for
using the equity method

Profit before income tax

Income tax expense

Profit for the period

WA
HERAR

EF

& Ko kX
—R R ITHR X
(Fa1R) Mm% B
BEREER

HER

LN
HAWezs,/(B518) F4R
KRBT

FATEULA
HBER

MISER - FHE
DEEREREANRZ
BE M RE R
BR AR S BLAT SR

PR3 HR X

HREF

Note
BtaE

23

23
23

22
22

24
24

24

25

Unaudited
RICEX
Six months ended 30 June
BEANA=THLEARMEA

2019 2018
—®-nE —E\&F
RMB’000 RMB’000
AR%Fr AREFIT
10,191,466 8,811,520
(8,810,615) (7,334,468)
1,380,851 1,477,052
(384,493) (322,125)
(432,809) (323,167)
(2,717) 2,506
70,300 93,032
170,271 (45,052)
801,403 882,246
17,781 5,802
(254,342) (201,572)
(236,561) (195,770)
260 8,704
565,102 695,180
(78,777) (88,782)
486,325 606,398
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HHEakaE

CONDENSED CONSOLIDATED INCOME STATEMENT

Attributable to: T &7 R
Owners of the Company RAEHEBA
Non-controlling interests FE 1 2

Earnings per share for profit ~ ZN2QA T EA AEM
attributable to owners of mAZERER
the Company

— Basic earnings — BREXRZF)
per share

— Diluted earnings — BREERF]
per share

The notes on pages 14 to 76 form an integral part of
these condensed consolidated financial statements.
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Note
Htat

26

Unaudited
RICEX

Six months ended 30 June

BEAA=+tHLAEAR

2019 2018
—®-—nE —T)\F
RMB’000 RMB’000
ARBFT  ARETT
471,042 602,411
15,283 3,987
486,325 606,398
RMBO0.51 RMBO0.66
ARHB051T AR¥0.667T
RMBO0.51 RMBO0.66
AR¥051T ARK0667T

F1AET6 A 2RI RE S MR
RZ—ED °



HRGESZEKEER
CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Unaudited
RICEX

Six months ended 30 June

BEAA=THILEAREAR

2019 2018
—E-AF —T—)\F
RMB’000 RMB’000
AR%Fr AREFIT
Profit for the period Hi R A 486,325 606,398
Other comprehensive Hit2mEUWE - (ER)
income/(losses)
Items that may be reclassified HIERAJfEEE DIE
subsequently to profit or loss Bz 2 HE
Currency translation differences B HmER (2,780) (3,702)
Total comprehensive income HR2mEk=EEE
for the period 483,545 602,696
Attributable to: U&7
Owners of the Company VN/NETETZ SN 468,262 598,709
Non-controlling interests MR 15,283 3,987
483,545 602,696

The notes on pages 14 to 76 form an integral part of F14E76 B 2 K s Bt B4R A B % 5
these condensed consolidated financial statements. RZ—E7 e
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HRGReRRERR

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Balance at 1 January 2018

Comprehensive income
Profit for the period

Other comprehensive loss:
Currency translation differences

Total comprehensive income for the
six months ended 30 June 2018

Transactions with owners
Dividend paid to non-controlling
interests
Disposal of a subsidiary
Dividends relating to 2017
paid in May 2018
Employee share option scheme
Transfer from revaluation reserve to
retained earnings
— gross
— deferred income tax

Total transactions with owners

Balance at 30 June 2018

Unaudited
AEER
Attributable to owners of the Company
ARAEBARL
Non-
Share Share Other ~ Retained  controlling Total
capital  premium  reserves  earnings  interests equity
JER
BE  BOEE  HtRE  REEH B EREE
RMB000  RMB000 ~ RMB000  RMB000  RMB000  RMB000
ANRETT ARETT ARETT ARETT ARETT ARETE
WZE-NE-B-B0&H 96709 433777 616374  4,763.267 65586 5975713
2EkE
iyl - - - 602411 397 606,398
B2 EER
BMELEE = = (3702) = = (3702)
BE-B-\ERA=1H
tAERZEREERE - - (3,702) 602,411 3987 602,69
RREAEAZRE
MR ERIR T 2 RS
- - - - (6,469) (6,469)
RE-FHBAR - - - - (7500 (7,500)
RZZ-\FRRRNEH
“E-tE7RE - - - (156,160) - (156,160)
[ERfEREHE - - v - = 41
mERREREERRET
— % - - (3,181) 3,181 - -
— BREAEH - - 1,164 (1,164) - -
ERERFAZRSEH - - (1,776)  (154,143)  (13969)  (169,888)
H-®-NEAAZTR
e 96,709 433777  6108% 5211535 55,604 6,408,521
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Balance at 1 January 2019 RZB-hE-R-ANER
Comprehensive income 2E%E

Profitfor the period iyl

Other comprehensive loss: E2EFE:

Currency translation differences EMEHER

Total comprehensive income forthe HZ=F-AEAA=1H

six months ended 30 June 2019  LABAZEUEES
Transactions with owners BREFEAZRS
Non-controlling interests arisingon ¥ EAHEEAFEEFIEER
business combination
Excess of consideration paid BERFEEHIHERGRE
recognised in the transactions with %X 5P EAE % ff
non-controlling interests reserve REZE
within equity
Dividends relating to 2018 RZE-NERRRNEH
paid in May 2019 ZE-\F2RE
Employee share option scheme EEERETE
Transfer from revaluation reserve to ~ MERREERZREET
retained eamings
— gross — &%
— deferred income tax —BRmEH
Total transactions with owners BREREAZRZAE

Balance at 30 June 2019 RZE-hnExB=1H

S

The notes on pages 14 to 76 form an integral part of

Share
capital

Bx
RMB’000

AERFR

96,709

Unaudited

FEEY
Attributable to owners of the Company

ANFHEEAELRL

Share Other  Retained

premium  reserves earnings

RivaE  EtRE REER

RMB000  RMB’000  RMB’000

ABBFT AREFr ARETR

433,711 712,893 5,495,258

- - 471,042

- (2,780) -

- (2,780) 471,042

- (17,120) -

- - (158,936)

- 146 -

- (3,180) 3,180

- 1,106 (1,106)

- (19,048)  (156,862)

433,711 691,065 5,809,438

96,709

these condensed consolidated financial statements.
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Non-
controlling
interests
Fiznt
35
RMB’000
ARBFR

98,185

15,283

15,283

477,315

11,396

488,711

602,179

—EB-APRERE

Total
equity

BRAR
RMB’000
ARBFT

6,836,822

486,325

(2,780)

483,545

477,315

(5,724)

(158,936)
146

312,801

7,633,168

IR

1"



Cash flows from operating activities & E RETENEESRE

Cash generated from operations REMEEZRE

Interest received [=AL&URS)

Income tax paid ERFEH

Net cash flows generated from REKETEBIRE
operating activities e

Cash flows from investing activities RERETHHNREFE

Purchases of property, plant BEYE  BEREE
and equipment

Purchases of land use rights FEE i A

Purchases of freehold land FEE K AERE L

Proceeds from sale of property, HEYE - BEKEE
plant and equipment FrfSsk18

Net proceeds from/(payments on) BRE rﬁﬂIﬂE’]Fﬁ/
settlement of financial instruments FIE () FRE

Purchases of financial instruments BESRTH

Payments on acquisition of g1y NP
subsidiaries, net of cash and ?DV?‘EHK%IE@&
cash equivalents acquired BeEED

Deposits for acquisition of subsidiaries U EEHI B A 7 2% %

Net cash flows used in ARIEEFDHNRE
investing activities MEIFEE

12 TEXHONG TEXTILE GROUP LIMITED XRUI#EBEEFRAR

Unaudited
RICEX
Six months ended 30 June
BEANA=THLEAREA

2019 2018
=g-hfE —T)\F
RMB’000 RMB’000

AREFT ARBF T

1,678,712 549,024
17,781 5,802
(105,365) (49,946)
1,591,128 504,880
(971,242) (507,519)
(2,559) (87,085)
(34,740) -
1,097 17,308
4,056 (37,108)
(55,180) (1,428)
(25,409) -
= (53,291)
(1,083,977) (669,123)



Cash flows from financing activities

Proceeds from borrowings

Repayments of borrowings

Principal elements of lease payments

Interest paid

Dividends paid

Dividends paid to non-controlling
interests

Payments to non-controlling interests
due to disposal of a subsidiary

Decrease/(increase) in pledged
bank deposits

Net cash flows generated from/
(used in) financing activities

Net increase/(decrease) in
cash and cash equivalents

Cash and cash equivalents at
the beginning of the period

Cash and cash equivalents
at end of the period

The notes on pages 14 to 76 form an integral part of
these condensed consolidated financial statements.
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Unaudited

REERK

Six months ended 30 June
BEANA=THLEARMEA

2019
—E-NF
RMB’000
AREFT

3,743,069
(3,081,420)
(17,225)
(226,450)
(158,936)

99,217

358,255

865,406

1,054,721

1,920,127

—Z2-hHE

2018
=H=/\4F
RMB’000
ARBEF T

3,761,427
(3,241,052)

(150,016)
(156,160)

(6,469)

(7,500)

(239,173)

(38,943)

(203,186)
1,466,718

1,263,532

F14RT6E 2RI ERLGA WBR
R8P °
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14

Texhong Textile Group Limited (the “Company”)
and its subsidiaries (together, the “Group”) are
principally engaged in the manufacturing and sales
of yarn, 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 Islands. 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.

These condensed consolidated financial statements
are presented in Chinese Renminbi (‘RMB”), unless
otherwise stated.

These condensed consolidated financial statements
have been approved and authorised for issue by
the board (“Board”) of directors (“Directors”) of the
Company on 23 August 2019.

These condensed consolidated financial statements
have not been audited.

These condensed consolidated financial statements
for the six months ended 30 June 2019 have been
prepared in accordance with HKAS 34, ‘Interim
Financial Reporting’. The condensed consolidated
financial statements should be read in conjunction
with the annual consolidated financial statements
of the Company for the year ended 31 December
2018, which have been prepared in accordance with
HKFRSs.

TEXHONG TEXTILE GROUP LIMITED XRUI#EBEEFRAR
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The accounting policies applied for the preparation of
these condensed consolidated financial statements
are consistent with those of the annual financial
statements for the year ended 31 December 2018,
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 new standards,
amendments and interpretation of HKFRSs effective
for the financial year ending 31 December 2019.

(a) New standard, amendments and interpretation
of HKFRSs adopted by the Group in the first
half of 2019
A number of new standard, amendments and
interpretation to existing standards became
applicable for the current reporting period and
the Group had to change its accounting policies
as a result of adopting HKFRS 16 ‘Leases’. The
other new amendments and interpretation did not
give rise to any significant impact on the Group’s
financial statements. The impact of the adoption
of the leasing standard and the new accounting
policies are set out below:

(i) HKFRS 16 ‘Leases’
The Group has adopted HKFRS 16 ‘Leases’
from 1 January 2019, but has not restated
comparatives for the 2018 reporting period,
as permitted under the simplified transition
approach in the standard. The reclassifications
and the adjustments arising from the new
leasing standard are therefore recognised in
the opening balance sheet on 1 January 2019.

RBIARER S MR R PRI Z & 5T
BREABE_Z-N\F+_A=+—
AIULFEZFEMBRE B (W&EE
FEPBHRRAL) - ERAERNIA
HIF IR R 2 ST ERIN -
M ERAN 78 B 75 i o5 Y RI 2 3 AT 22 ) -
B RRERBZE_T—NFT+A
=t B BEFEEER -

@QFEER=-F-NFL¥FRHZ
EEMBREERNZHHTER - &
RT AR 21
ZIRFR] R - WA EAMEET A
kaBEARNERREHY B AE
B E SR B B 75 3R R 16 57
[ME | BREGFTEER - HibFE
T DA T R R I A Y AN 5% (B 0 B 7
RELEFEMEAZE - RNEEE
AIRFrEstBRRNZERTIT

(i) BB BHEERE 1655 HE
AEBR-_ZT-NAF-—HA—HE
RME BT WM EENFE 1657
[MHE | ERZERINESLEE
HERAGFE LEEHN_-F
—NFREHHZLBRER - F
bt ZEFHELRMERNE
OB RFABR_Z—NEFE—H
—HMNEERERER -

2019 INTERIM REPORT =2 — A& 15



16

(a) New standard, amendments and interpretation
of HKFRSs adopted by the Group in the first
half of 2019 (Continued)

(i) HKFRS 16 ‘Leases’ (Continued)

Adjustments recognised on adoption

On adoption of HKFRS 16, the Group
recognised lease liabilities in relation to
leases which had previously been classified
as ‘operating leases’ under the principles
of HKAS 17 ‘Leases’. These liabilities
were measured at the present value of the
remaining lease payments, discounted using
the lessee’s incremental borrowing rate as
of 1 January 2019. The weighted average
lessee’s incremental borrowing rate applied
to the lease liabilities on 1 January 2019 was
3.67%.

For leases previously classified as finance
leases the Group recognised the carrying
amount of the lease assets of RMB17,409,000
and finance lease obligations of RMB831,000
immediately before transition as the carrying
amount of the right-of-use asset and the lease
liability at the date of initial application. The
measurement principles of HKFRS 16 are only
applied after that date. The remeasurements
to the lease liabilities were recognised as
adjustments to the related right-of-use assets
immediately after the date of initial application.

TEXHONG TEXTILE GROUP LIMITED XRUI#EBEEFRAR
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(a) New standard, amendments and interpretation (@ AEBR=_Z-—NFLEFRHZ

of HKFRSs adopted by the Group in the first BERVBREEAZFHTER - &
half of 2019 (Continued) AIARRE(E)
(i) HKFRS 16 ‘Leases’ (Continued) () EBHBBREERE16H[HE |
(#&)
Adjustments recognised on adoption FRA SR 2 ()
(Continued)
2019
—E-NF
RMB’000
AR¥FT
Operating lease commitments (excluding HR-_Z—N\F+_-_HA=+—H
leases relating to land use rights) W2 SR EAE (T RE
disclosed as at 31 December 2018 B AEEECEE) 206,511
Less: Ve
Short-term leases to be recognised on REGEERRBAIH
a straight-line basis as expenses EHEE (3,333)
Low-value leases to be recognised on REREERBAIZH
a straight-line basis as expenses KEBEHEE (614)
202,564
Discounted using the lessee’s RYAFE A B B A
incremental borrowing rate AEAREEEE
at the date of initial application, FIEEITHIRLIR -
representing additional lease HERZZ—NF
liabilities recognised as at —A—B®ERH
1 January 2019 BINEEBRE 182,630
Add: i
Reclassification of lease assets recorded  E2gH & fl E/AEHEBER YW E -
under property, plant and equipment B E R EIE T AR
in relation to finance lease obligations HEEENENHE 17,409
Reclassification of land use rights THFERENE SR 877,045
Right-of-use assets recognised BE-_Z-NF—HA—H
as at 1 January 2019 BRANEAEEE 1,077,084
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(a) New standard, amendments and interpretation
of HKFRSs adopted by the Group in the first
half of 2019 (Continued)

(i) HKFRS 16 ‘Leases’ (Continued)

Adjustments recognised on adoption
(Continued)

The right-of-use assets were measured at the
amount equal to the lease liabilities, adjusted
by the amount of any prepaid rental expenses
relating to that lease recognised in the
balance sheet as at 1 January 2019. There
were no onerous lease contracts that would
have required an adjustment to the right-of-
use assets at the date of initial application.

Movements in right-of-use assets are analysed
as follows:

@QFEER-_F-NFLEXFRAZ
ERUBREENZHTER £
TR (F)

(i) ZEMBHEELE16 55 HE

(%)
RS HERR Y BB ()

ERAEEEDRAERHEAE
MERFE  YREAR-ZT—Hh
F-A-BEEEBEBERER
HEAAMEIMBENESER
MIFRETTHAE - NYIBEM A
0 HEBEtEEaNFEY
EREEEEITHE -

EREEEZSOMWT

2019
—E-NF
RMB’000
ARMF T
Right-of-use assets recognised RZZT—NF—A—H
as at 1 January 2019 WMRZEAEEE 1,077,084
Additions arising from I EEM B A R EARIRE
acquisition of subsidiaries 191,842
Other additions HEMARE 3,992
Disposals HeE (2,393)
Amortisation B3 (31,819)
Currency translation differences BHEE N ERE (274)
Closing net book amount RZZE—NAFARA=1TH
as at 30 June 2019 Z HAR AR FE 1,238,432

TEXHONG TEXTILE GROUP LIMITED XRUI#EBEEFRAR



(a) New standard, amendments and interpretation
of HKFRSs adopted by the Group in the first
half of 2019 (Continued)

(i) HKFRS 16 ‘Leases’ (Continued)

Adjustments recognised on adoption
(Continued)

The recognised right-of-use assets relate to
the following types of assets:

(@QFEER-_F-NFLEXFRAZ
ERPMBREENZHTER £
TR 2R ()

(i) B BHEERE16 55 HE
(%)
RN HERR e B ()

BB A (6 AR A B BLIA T 48 R

BEERBH :
30 June 1 January
2019 2019
—E-hE —ZT-hF
AA=+H —H—AH
RMB’000 RMB’000

AREFT ARBTF T

Land use rights + b (S PR 1,057,989 877,045
Buildings and warehouses BFEREE 128,427 142,020
Equipment and others At M E At 52,016 58,019
Total right-of-use assets FEREEESE 1,238,432 1,077,084
Current lease liabilities mEHERE 33,289 34,309
Non-current lease liabilities ERBHEAE 132,753 149,152
Total lease liabilities HEaEEsE 166,042 183,461
Representing: & :
Additional lease liabilities EERNBEINEEEE
recognised 182,630
Reclassification of finance lease B & ERIEEHHIE
obligations to lease liabilities ZHERE 831
183,461
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3%

20

ACCOUNTING POLICIES (Continued)

(a) New standard, amendments and interpretation
of HKFRSs adopted by the Group in the first
half of 2019 (Continued)

(i) HKFRS 16 ‘Leases’ (Continued)

Adjustments recognised on adoption
(Continued)

The change in accounting policy affected
the following items in the balance sheet on 1
January 2019:

» property, plant and equipment — decrease
by RMB17,409,000

» freehold land and land use rights —
decrease by RMB877,045,000

* right-of-use assets — increase by
RMB1,077,084,000

» finance lease obligations — decrease by
RMB831,000

» lease liabilities (current portion) — increase
by RMB34,309,000

* lease liabilities (non-current portion) —
increase by RMB149,152,000

There was no impact on retained earnings on
1 January 2019.

TEXHONG TEXTILE GROUP LIMITED XRUI#EBEEFRAR

3. BHRE(E)
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(&)
RS ERR TR (5
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. ACCOUNTING POLICIES (Continued)

(a) New standard, amendments and interpretation
of HKFRSs adopted by the Group in the first
half of 2019 (Continued)

(i) HKFRS 16 ‘Leases’ (Continued)

Impact on segment disclosures and profit
Total segment profit for the six months
ended 30 June 2019, total segment assets
and total segment liabilities as at 30 June
2019 all changed as a result of the change
in accounting policy. The following segments
were affected by the change in policy and
the respective operating profit, segment
assets and segment liabilities were increased/
(decreased) by:

Yarns Wi
Garment fabrics and Garments  E £ F1 iR

3. BHEKE(E)

@EEBR-B—NELLERM

ERBBREERZHATER - 5
U RRE (&

(i) BRHBHEEAE 165 HE)

(&)
BB E R FIA 57 &
BE_Z-NAEXA=+AL
NEAMDERNERE R=F
—NERA=ZTHENDBEER
BhoBABREHRS R
BEYMAME{ - LT OBRXEK
REFNTENBRKZEN -
PEREERDEABEN O

b

Operating Segment Segment

profit assets liabilities
BEE N DEEE DEAE

RMB000  RMB'000  RMB’000
ARETIT ARETT ARETT

(1,391) 129,386 130,436
(308) 35,336 35,606

(1,699) 164,722 166,042
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(a) New standard, amendments and interpretation
of HKFRSs adopted by the Group in the first
half of 2019 (Continued)

(i) HKFRS 16 ‘Leases’ (Continued)

Practical expedients applied

In applying HKFRS 16 for the first time,
the Group has used the following practical
expedients permitted by the standard:

+ the use of a single discount rate to a
portfolio of leases with reasonably similar
characteristics;

* reliance on previous assessments on
whether leases are onerous;

» the accounting for operating leases with
a remaining lease term of less than 12
months as at 1 January 2019 as short-term
leases;

» the exclusion of initial direct costs for the
measurement of the right-of-use asset at
the date of initial application, and

* the use of hindsight in determining the
lease term where the contract contains
options to extend or terminate the lease.

The Group has also elected not to reassess
whether a contract is, or contains a lease
at the date of initial application. Instead, for
contracts entered into before the transition
date the Group relied on its assessment made
applying HKAS 17 ‘Leases’ and HK (IFRIC)
4 ‘Determining whether an Arrangement
contains a Lease’.

TEXHONG TEXTILE GROUP LIMITED XRUI#EBEEFRAR
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(a) New standard, amendments and interpretation
of HKFRSs adopted by the Group in the first

EBBBREER S FITER - 5

half of 2019 (Continued) AIARRE(E)
(i) HKFRS 16 ‘Leases’ (Continued) (i) BEEUBREERIF165HE |
(&)

The Group’s leasing activities and how these
are accounted for

The Group leases various offices, warehouses
and equipment. Rental contracts are typically
made for fixed periods. Lease terms are
negotiated on an individual basis and contain
a wide range of different terms and conditions.
The lease agreements do not impose any
covenants, but leased assets may not be used
as security for borrowing purposes.

Until the 2018 financial year, leases of
property, plant and equipment were classified
as either finance or operating leases.
Payments made under operating leases were
charged to profit or loss on a straight-line
basis over the period of the lease.

From 1 January 2019, leases are recognised
as a right-of-use asset and a corresponding
liability at the date at which the leased asset
is available for use by the Group. Each lease
payment is allocated between the liability and
finance cost. The finance cost is charged to
profit or loss over the lease period so as to
produce a constant periodic rate of interest on
the remaining balance of the liability for each
period. The right-of-use asset is depreciated
over the shorter of the asset’s useful life and
the lease term on a straight-line basis.

Assets and liabilities arising from a lease are
initially measured on a present value basis.
Lease liabilities include the net present value
of fixed payments (including in-substance
fixed payments).

AEERHE R RA BT

AEBHERERLAE BER
R HO—RBEEH - HE
GFIRERNEEREE B 5’
N EMESR B e i - T E 1 I M
M ET R - EREBE RS
PR ERR o

BE_Z-N\FUBRFE ¥
X BERREBEHESELRE
HEHEEME - RIBKELHE
EHEON RN EEHNAERE
EEiSEitlG

BE-ZT-NAF—A—HE #HE8
REEEEAHASEERZH
ERAEREEEREEAE -
BEHENFOEEABELRE
AR - AR AREBANE B
0k - REULHIE S BB EES
R EE BN E - EAEEER
BEANERFHIBAHUARE
ERE)NEBRENE -

HEEANWEENMABBVSIRE
BFt & - HEEERBEEEMNK
(BREZBENR)ERE
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(a) New standard, amendments and interpretation
of HKFRSs adopted by the Group in the first
half of 2019 (Continued)

(i) HKFRS 16 ‘Leases’ (Continued)

The Group’s leasing activities and how these
are accounted for (Continued)

The lease payments are discounted using
incremental borrowing rate of the Group which
the Group would have to pay to borrow the
funds necessary to obtain an asset of similar
value in a similar economic environment with
similar terms and conditions.

Right-of-use assets are measured at cost
comprising the following:

« the amount of the initial measurement of
lease liabilities;

* any lease payments made at or before the
commencement date.

Payments associated with short-term leases
and leases of low-value assets are recognised
on a straight-line basis as an expense in profit
or loss. Short-term leases are leases with a
lease term of 12 months or less. Low-value
assets comprise small items of office furniture.

Extension and termination options

Extension and termination options are included
in a number of property and equipment leases
across the Group. These terms are used to
maximise operational flexibility in terms of
managing contracts. The majority of extension
and termination options held are exercisable
only by the Group and not by the respective
lessor. None of the extension option was
exercised in the six months ended 30 June
2019.

TEXHONG TEXTILE GROUP LIMITED XRUI#EBEEFRAR
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(a) New standard, amendments and interpretation
of HKFRSs adopted by the Group in the first
half of 2019 (Continued)

(i) Annual Improvements to HKFRSs
2015-2017 Cycle which were finalised in
December 2017:

HKFRS 3 ‘Business Combinations’ —
clarified that obtaining control of a business
that is a joint operation is a business
combination achieved in stages.

HKFRS 11 ‘Joint Arrangements’ — clarified
that the party obtaining joint control of a
business that is a joint operation should not
remeasure its previously held interest in
the joint operation.

HKAS 12 ‘Disclosure of Interests in Other
Entities’ — clarified that the income tax
consequences of dividends on financial
instruments classified as equity should be
recognised according to where the past
transactions or events that generated
distributable profits were recognised.

HKAS 23 ‘Borrowing Costs’ — clarified
that, if a specific borrowing remains
outstanding after the related qualifying
asset is ready for its intended use or sale,
it becomes part of general borrowings.

(@ FAEER-_Z-—AFELEFRHZ
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(a) New standard, amendments and interpretation
of HKFRSs adopted by the Group in the first
half of 2019 (Continued)

(iii) HK (IFRIC) 23 ‘Uncertainty over Income Tax
Treatments’, explains how to recognise
and measure deferred and current income
tax assets and liabilities where there
is uncertainty over a tax treatment. In
particular, it discusses:

* how to determine the appropriate unit
of account, and that each uncertain tax
treatment should be considered separately
or together as a group, depending on which
approach better predicts the resolution of
the uncertainty;

+ that the entity should assume a tax
authority will examine the uncertain tax
treatments and have full knowledge of all
related information, i.e. that detection risk
should be ignored;

+ that the entity should reflect the effect of
the uncertainty in its income tax accounting
when it is not probable that the tax
authorities will accept the treatment;

+ that the impact of the uncertainty should
be measured using either the most likely
amount or the expected value method,
depending on which method better predicts
the resolution of the uncertainty; and

+ that the judgements and estimates
made must be reassessed whenever
circumstances have changed or there
is new information that affects the
judgements.

While there are no new disclosure
requirements, entities are reminded of the
general requirement to provide information
about judgements and estimates made in
preparing the financial statements.

TEXHONG TEXTILE GROUP LIMITED XRUI#EBEEFRAR
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AR S MR RME
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. ACCOUNTING POLICIES (Continued)

(a) New standard, amendments and interpretation
of HKFRSs adopted by the Group in the first
half of 2019 (Continued)

(ivVAmendments to HKFRS 9 regarding

3. BEfBE#E)
@QFEER=-Z-NFLE¥XFRMHZ
ERPMBREENZHTER £
TR 2R ()
(iv) BB 75 85 RIS O SR R A

prepayment features with negative
compensation, enable entities to measure
certain prepayable financial assets with
negative compensation at amortised cost.
These assets, which include some loan and
debt securities, would otherwise have to be
measured at fair value through profit or loss.

To qualify for amortised cost measurement,
the negative compensation must be
‘reasonable compensation for early termination
of the contract’ and the asset must be held
within a ‘held to collect’ business model.

(v) Amendments to HKAS 28 regarding long-

term interests in associates and joint ventures,
clarify the accounting for long-term interests
in an associate or joint venture, which in
substance form part of the net investment in
the associate or joint venture, but to which
equity accounting is not applied. Entities must
account for such interests under HKFRS 9
‘Financial Instruments’ before applying the
loss allocation and impairment requirements in
HKAS 28 ‘Investments in Associates and Joint
Ventures’.
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WEAR S M BB RME
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3.

28

ACCOUNTING POLICIES (Continued)

(a) New standard, amendments and interpretation
of HKFRSs adopted by the Group in the first
half of 2019 (Continued)

(viAmendments to HKAS 19 regarding plan
amendment, curtailment or settlement,
clarify the accounting for defined benefit plan
amendments, curtailments and settlements.
They confirm that entities must:

» calculate the current service cost and net
interest for the remainder of the reporting
period after a plan amendment, curtailment
or settlement by using the updated
assumptions from the date of the change;

* recognise any reduction in a surplus
immediately in profit or loss, either as part
of past service cost or as a gain or loss on
settlement. In other words, a reduction in
a surplus must be recognised in profit or
loss even if that surplus was not previously
recognised because of the impact of the
asset ceiling;

» separately recognise any changes in the

asset ceiling through other comprehensive
income.

TEXHONG TEXTILE GROUP LIMITED XRUI#EBEEFRAR
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(b) The following new standard and amendments
of HKFRSs have been issued but are not
effective for the financial year beginning
on 1 January 2019 and have not been early
adopted by the Group:

(i) HKFRS 17 ‘Insurance Contracts’, effective for
annual periods beginning on or after 1 January
2021.

(i) Amendments to HKAS 1 and HKAS 8
regarding definition of material, effective for
annual periods beginning on or after 1 January
2020.

(iii) Amendments to HKFRS 3 regarding definition
of a business, effective for annual periods
beginning on or after 1 January 2020.

(iv)Revised Conceptual Framework for Financial
Reporting, effective for annual periods
beginning on or after 1 January 2020.

(v)Amendments to HKFRS 10 and HKAS 28
regarding 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.

The preparation of condensed consolidated
financial statements 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 expenses. Actual results may differ from these
estimates.

In preparing these condensed consolidated financial
statements, 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 statements for the year
ended 31 December 2018.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

5. FINANCIAL RISK MANAGEMENT

30

5.1Financial risk factors

The Group’s activities expose it to a variety of
financial risk (including foreign exchange risk,
price risk, cash flow and fair value interest rate
risk), credit risk and liquidity risk.

The condensed consolidated financial statements
do 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
2018.

There have been no changes in the risk
management policies since last year end.

5.2Liquidity risk

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

5.3Fair value estimation

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

* 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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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

5. FINANCIAL RISK MANAGEMENT (Continued)
5.3Fair value estimation (Continued)

The following table presents the Group’s financial
assets and liabilities that are measured at fair
value at 30 June 2019 and 31 December 2018.

At 30 June 2019

Assets

Derivative financial instruments

Liabilities
Derivative financial
instruments

At 31 December 2018

Assets

Derivative financial instruments

Liabilities

Derivative financial instruments

R-B-nfF
~A=tH

i3

fTEe@IA

a8
ITAESBTA

RIB-N\%
+=A=+-H

BE

TEERMIA

g8
TASRTA

5 MERRERE(E)
5.3 AR AL (&)
TRENAEBR -_ZT—hFEAXA
=t+AR-_ZT—NE+-_A=+—
BRATENEZHEEERAE -

Level 1 Level 2 Level 3 Total
£-4 -t} E=H @t
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT AREFxT
- 170,809 - 170,809

- 94,120 = 94,120

Level 1 Level 2 Level 3 Total
£ ER =8 s
RMB’000 RMB’000 RMB’000 RMB’000
ARBFr AREFr AREFT AREFr
- 145,220 - 145,220

- 89,468 - 89,468
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5.4Valuation techniques used to derive Level 2
fair values
Level 2 trading derivatives comprise forward
foreign exchange contracts, cross currency swap
contracts and cotton future contracts. These
forward foreign exchange contracts have been
fair valued using forward exchange rates that
are quoted in an active market. 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. 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.

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 chief operating decision-maker has been
identified as the Committee of Executive Directors
of the Company. 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.

TEXHONG TEXTILE GROUP LIMITED XRUI#EBEEFRAR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

6. REVENUE AND SEGMENTAL INFORMATION

(Continued)

The Committee of Executive Directors considers
the business from both a product and geographical
perspective. From a product perspective,
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, Turkey, Macao, Cambodia,
Nicaragua and North America.

The Committee of Executive Directors assesses the
performance of the operating segments based on
revenue and operating profit.

The segment information for the six months ended
30 June 2019 is as follows:

6. WKk D EEHR(

HITEEZEERA/EB I RER NI
BAENE  BEEERERARGEY
R I RER AR IRE Z SHERR -
EBAEEE(BEREAE(RE
) BE s L HE RPT RIEE -
Fenir MR AESEM) Ve — 7T -

WITEEZ B Rk e BT
HEEN IR -

BE_T-AFXNA=tTHLREAZ
DEERMT

Unaudited
FEEH

Six months ended 30 June 2019
BE-R-MERAZTRLAER

Yams. Garment fabrics and Garments. Grey fabrics Total
B ERREE 5 a8
Mainland Mainland Mainland
China and China and North ~ China and
HongKong  Vietnam Turkey Macao HongKong Cambodia ~ Vietnam  Nicaragua Macao  America HongKong  Vietnam Macao
FEAER FEAR FEAR
B ) 1ER A RER AR HE  RWAL Ll 2] REE @ 2R
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000 ~ RMB'000 ~ RMB'000  RMB'000  RMB'000 ~ RMB'000 ~ RMB'000  RMB'000  RMB'000  RMB'000

ARMTL ARETR ARBTZ ARETR ARETR ARETZ

ARETR ARETR ARBTZ ARMTR ARMTR ARBTR ARMTR ARMTR

Total revenue 6,677,627 3,940,806 14887 6445252 1,739,892 71878 321,548 16,280 50,331 451,990 338,075 255,197 175774 20,499,537
Inter-segment evenue: (327852)  (3671,855) - (5MERTE) (8928 (1810)  (6113)  (16280)  (48328) = - (55043 (172008) (10,308071)
Revenue (from external Lo

customers) (RENDEF) 6,349,795 268,951 14887 1096376 1,640,964 25435 - 2,003 451,990 338,075 54 2868 10,191,466
Timing of revenue recognition WARTZEH

— Ata pointin time —A-EHEE 6349795 268,951 14887 1096376 1,640,964 25435 = 2,003 451,990 338,075 54 2868 10,191,466
Segment results SERE um 342,890 (9.847) (63,978) 53,501 (1,289) (15,273) (4179 34 7,160 14,674 17419 1,361 586,535
Unallocated profits FARER 214,868
Operating profit it bl 801,403
Finance income 1,781
Finance costs (254342)
Share of profis less losses of

investments acoounted for

using the equity method 260
Income tax expense (78,777)
Profit for the period BriEr 486,325
Depreciation and amortisation FEREH (175,794)  (161,303) (1,253) (240) (32,072) (8,489) (22,680) (3,579) = (5,490) (6,527) (12,978) = (430,405
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6.

34

REVENUE AND SEGMENTAL INFORMATION
(Continued)

The segment information for the six months ended
30 June 2018 is as follows:

6. WERTEER(&®)

RE-T—\EAA=+AIABEAZ
SEARMT :

Unaudited
AERH

Six months ended 30 June 2018
BESR-\FAAZTALAEA

Yams Garment fabrics and Garments Grey fabrics Total
o8& E R bl %
Mainland Mainland Mainland
China and China and China and
HongKong ~ Vietnam Macao  Hong Kong Macao  Cambodia Vietham ~ Nicaragua ~ HongKong ~ Vietnam Macao
HEARE REALE AR

REE A L RER L
RMBOOO ~ RMBUGO  RMBOOO  RMBOOO  RMBOOO

AR dy  EmEl REE L 2R
RMBOOO  RMBOOO ~ RMBUO ~ RMBUOO  RMBUGO  RMBOOO  RMBOOO

ARETE ARETR ARETE ARETT ARETE ARETE ARETR ARETE ARETE ARETR ARETE ARETL

Total revenue 10N 6182663 3431328 6750324 1081836 19,631 68,544 220967 15.213 384,449 265,741 180,922 18,591,678
Inter-seqment revenue AFEUA (276524)  (3248799)  (5525,088) S (s @602 R8st (527) - (ssT) (160266) (9,780,158)
Revenue (from external Lo

customers) (RAMPEF) 5906139 182520 122523 1081836 - 2502 8156 - 3444 17 2085 8811520
Timing of revenue recognifion A2 25

Ata point in time RE—(ERRES 5,906,139 182529 1225236 1,081,836 - 2,502 8,156 - 384,449 17 2065 8811520
Segment results ARER 36507 296080 216261 (3791) 105 B412)  (14412) (198) 18449 215% 1050 §743%
Unallocated proft FARER 7920
Operating profit ggE 882,246
Finance income BHHRA 5802
Finance costs BBRA (201,572)
Share of profitsless losses of A A%

investments accounted for NEZEREH

using the equity method HEE 8,704
Income tax expense FBHRR (88,782)
Profit for the period ARiER 606,398
Depreciation and amortsation 4% R4 (141,083)  (154,09) ® (10105 S (1M98) (19993  @17T7) (631 (11474) - (39159

TEXHONG TEXTILE GROUP LIMITED R 4T #4545
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

6. REVENUE AND SEGMENTAL INFORMATION 6. ko EER(E)
(Continued)
The segment assets and liabilities as at 30 June RZE—AFRA=Z+RAZOBEER
2019 are as follows: BEWT
Unaudited
AR
Asat 30 June 2019
R=%-hEAA=TA
Yam Garment fabrics and Garments. Grey fabrics Total
b8 ENREER it 48
Mainland Mainland Mainland
China and North China and North ~ China and
HongKong  Vietnam Macao Turkey ~ America  Subdtotal HongKong Cambodia  Vietnam  Nicaragua Macao  America HongKong  Vietnam Macao
PEARE FEAE FERE
REE s 2 iER 4% M REE RER #E  Enan 2 BRA RER i3 sl
RMB'000 ~ RMB'000  RMB'000  RMB'000  RMB'O00  RMB'OO)  RMB'000 ~ RMBOO0  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'O00  RMB'000  RMB'000
ARRTL ARMTR ARBTT ARRTZ ARMTZ ARBTZ ARETZ ARMTZ ARBMTZ ARETA ARMTZ ARMTZ ARBT: ARRFT ARMTZ ARMTZ
Total segment assets ARARE 8920887 558485 318519 23397 TIAG 15133310 3214655 231420 623651 241,645 1,691 BA07  3/AT4 5TT0N 255 20739299
Unalocated assets AAERE 439615
Total assets ofthe Group  AEMEXE A1,178914
Totalsegment iabliies 822K (6350349) (1864445)  (G2075)  (4OTS%4)  (1368%0) - (s (G025 (35TRN) - (51832
Unallocated liabiites RARARE (4027422
Total liabiliies of FEELAR
the Group (13545746)
Addition tononcurent  FEFEHEE
assets 479,791 81,089 1426 134167 206 767679 39,456 543 840 1242 - 366 3 153226 - 12204
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

6. REVENUE AND SEGMENTAL INFORMATION 6. W=
(Continued)
The segment assets and liabilities as at 31 RZZE—N\F+-A=+—BzZzHEE
December 2018 are as follows: ENAGENT
Audited
37
As at 31 December 2018
R-2-NF+-A=1+-R
Yam Garment fabrics and Garments Grey fabrics Total
23 ERRERE iy ]
Mainland Mainland Mainland
China and China and North  China and
Hong Kong Vietnam Macao Sub-fotal  HongKong ~ Cambodia Vietnam  Nicaragua America  Hong Kong Vietnam
HEAR HEAR PEAE
RE® it bl gt RE® RER #m Enal bl RE% et

RMB0O0 ~ RMBO0  RMB0O0 ~ RMBO00  RMBO00  RMBOO0  RMBOO0  RMB0O0  RMBO00  RMBO00  RMBO00  RMBO000
ARETT ARETT AREFT ARKTT ARETR ARETT ARETT ARETT ARETT ARETT ARETT ARETT

Total segment assets SEBEEE 8639123 5575259 21768 14442150 1599261 220,583 548,605 143,851 359,266 362,660 440,756 18,117,132
Unallocated assets FOREAE 652,883
Total assets of the Group KEEUEE 18,770,015
Total segment iablities AFREN (6148083)  (887.929)  (28243)  (402800)  (1867)  (219895) (36505  (345398) (8070718)
Unallocated liablies AR (3,862475)
Total liabilities of the Group ~ AEMBAME (11,933,193)

Addition to non-current ARERDRE

assets 995,553 695,662 8 1691223 42813 7401 85,491 41126 3,083 20,684 11159 2003415
The Group planned to develop real estate and has AEEFEREEHEYEHBERD
purchased relevant land use rights with lease terms RAOCFETOFHNHEE I MERAEAR
of 40 to 70 years of RMB227,096,000 (31 December #227,096,000 (= —NF+=A
2018: RMB226,058,000). No construction had =+—H: AR¥226,058,0007T) °
started till 30 June 2019, such land use rights were HEZZT-NFANA=+BEKRFABE
recognised in unallocated assets. I Wizt ERERRIREERN
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

7. FREEHOLD LAND AND LAND USE RIGHTS 7. XKAERLR T FEHAE
Unaudited
RSEX
RMB’000
ARHFT
Six months ended 30 June 2018 BE-ZT-\FXA=+H
L@ A
Opening net book amount as at R-ZZE—-—N\F—HA—H
1 January 2018 Z B EE 863,083
Additions NE 118,634
Amortisation B (8,955)
Currency translation differences B¥ENZ5 1,581
Closing net book amount R-ZE-N\FXA=+H
as at 30 June 2018 ZHRERE R E 974,343
Six months ended 30 June 2019 BE-ZE-NAFARA=+H
EREA
Opening net book amount as at RZZE-NF—A—RAx
1 January 2019 HYIEREFE 1,011,183
Adjustment for change in accounting policy ERSHBOREE) o X
(Note 3(a(i))) (B33 (a(i)) (877,045)
Restated opening net book amount B HAYRREFE 134,138
Additions NE 34,740
Closing net book amount as at R-ZB-AFEXRA=+AZ
30 June 2019 HREREFE 168,878
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Six months ended 30 June 2018
Opening net book amount as at
1 January 2018
Additions
Disposals
Depreciation
Currency translation differences

Closing net book amount as at
30 June 2018

Six months ended 30 June 2019
Opening net book amount as at
1 January 2019
Adjustment for change in accounting policy
(Note 3(a(i)))

Restated opening net book amount
Acquisition of subsidiaries
Additions

Disposals

Depreciation

Currency translation differences

Closing net book amount as at
30 June 2019

As at 30 June 2019, property, plant and equipment
with a total net book amount of RMB763,872,000 (31
December 2018: RMB834,894,000) were pledged as
collateral for the Group’s bank borrowings (Note 16).

During the six months ended 30 June 2019, no
finance cost was capitalised as part of property,
plant and equipment (for the six months ended 30

June 2018: nil).

BE-Z-\FXA=+HLKEA

R_ZT—NF—H—-BZ
HEREFE

=

H&

e

EEN Z5H

R-B-NFAA=1H
Z AR AR E FHE

BE-Z-AEAA=1+HLAEAR
R=F-—hF—A—HZ
HYERHHE
ERSHBRED 2 HE
(FF3E3 (ai))

B AR I E
Y B i 8 2 )
=

HE

e

S IE =

RZZB-NFRA=1H
Z R AR FHE

Unaudited
RGEX
RMB’000

ARBTFIT

6,660,122
675,478

(18,717)

(350,204)
2,968

6,969,647

7,716,921

(17,409)

7,699,512
527,148
1,083,292
(5,656)
(396,755)
(1,909)

8,905,632

R-ZZBE-AFEAA=+H BEEEA
R AR 763,872,000 2 M - B
BEREHE ZE—N\F+=A=1+—1:
AR 834,894,000 7T ) 2 & 1 £ & 7~

SERSRITARVE 2 ER R (PHRE16) -

=+HIERER : F) o

TEXHONG TEXTILE GROUP LIMITED XRUI#EBEEFRAR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

9. INTANGIBLE ASSETS 9. BEE
Unaudited
RESEX
RMB’000
ARMBTFIT
Six months ended 30 June 2018 BE-ZT-\FXA=+H
L@ A
Opening and closing net book amount for HE-Z—)/\FXA=THILXEA
the six months ended 30 June 2018 7 ER ) &% B SR BR S E -
Six months ended 30 June 2019 BE-Z-AFAA=THLXEAR
Opening net book amount as at R=ZZE—NF—HF—H
1 January 2019 K ERY BREDFE 70,728
Amortisation charges BIHER (1,831)
Closing net book amount as at R-ZZB-AEXA=1+H
30 June 2019 F AR BRTE R E 68,897
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

10.INVESTMENTS ACCOUNTED FOR USING THE 10.F AR EARZKRE
EQUITY METHOD
The amounts recognised in the consolidated balance LTARAERGEEERBERERNSE
sheet are as follows: I
Unaudited Audited
RIBER EEIZ
30 June 31 December
2019 2018
—E-hF —T-N\F
AA=+H +=ZA=+—H
RMB’000 RMB’000
AR%Fr AREFIT
Associates A= /N] 200,415 200,831
Joint ventures EREMHE 4,552 3,876
204,967 204,707
The amounts recognised in the consolidated income ATAERGERGRERN ST
statement are as follows:
Unaudited
RBEX
Six months ended 30 June
BEAA=tHLAEA
2019 2018
—E-hF —E—N\F
RMB’000 RMB’000
AR%Fr AREFT
Associates /NG (416) 8,245
Joint ventures EEPE 676 459
260 8,704
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

10.INVESTMENTS ACCOUNTED FOR USING THE

EQUITY METHOD (Continued)

I

10 ERREEARZRE ()

Investments in associates REE N TNRE
Unaudited Audited
RICER %
30 June 31 December
2019 2018
—E—-hF —ZT-N\F
ANB=+H t=-A=+—H
RMB’000 RMB’000
AR¥TFT ARBFT

Share of net assets of DRI LT A A

unlisted associates BEFE 200,224 200,640
Goodwill [EES 191 191
200,415 200,831

Movements of shares of net assets attributable to
the Group are as follows:

REBRGEEFEZHNOT :

Unaudited
RICEX
Six months ended 30 June

BEANA=tHILEAEA

2019 2018

—E-hEF —ZT-N\F

RMB’000 RMB’000

ARMTFT ARMFT

Opening amount iRt 200,640 179,392
Share of (losses)/profits RIE PR R (S

based on equity held (E518),/ % F (416) 8,245

Closing amount RS 200,224 187,637

Set out below are the associates of the Group
as at 30 June 2019 which, in the opinion of the
directors, are individually immaterial to the Group.
The associates as listed below have share capital
consisting solely of ordinary shares, which are held
directly by the Group; the country of incorporation or
registration is also their principal place of business.

NTEBR_FE—-NFAA=+HB E=F
BB B I IR R E K 2 A5
BRE - THBERTZRAEHRER
AR - WHAREERREA - B
RSB TR AR E BE KM, -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

10.INVESTMENTS ACCOUNTED FOR USING THE

42

EQUITY METHOD (Continued)
Investments in associates (Continued)

Nature of investments in associates as at 30 June

2019:

Name of associate
BENR LB
Nantong Textile Group

Co,, Ltd.

BRI S E SRR
BRRA

Hongyan Vietnam
Holdings Limited

EREUEERERAR

Place and date of
incorporation and
form of legal entity
AR B H AL
REEERER

Nantong, Mainland China,

11 September 2002 limited

liability company

RE AR -
—TE-_FAA+-8"
BREEAR

British Virgin Islands,
2 July 2015, limited
liability company
EBRAHES
2Rt AZR-
BREFAF

Subsidiaries of Hongyan Vietnam Holdings Limited

BREMEERERLRZMELF

— Lanyan Denim Garment
Vietnam Holdings Limited

— RSP RE SRR

BRAF

— Hualida (Vietnam)
Garments Limited
Company

Hong Kong, 2 June 2015,
limited liability company

BE “T-AFRACH-

BREARH

Vietnam, January 2016,
limited liability company

—EME(WE)REEE BB —2-—F-A

BRAF

BREARH

10.EAEREANRZIRE (&)

RBEXRNRE (&)

REMEEMT -

Principal activities
TEEH

Manufacturing and sales
of top-grade textile
knitting products
and garments

SERHER RO BER
BT

Investment holding in
British Virgin Islands

REBR LR BT
REER

Investment holding in
Hong Kong
REBETREZR

Manufacturing of
garments in Vietnam

R ERERK

TEXHONG TEXTILE GROUP LIMITED XRUI#EBEEFRAR

Particulars of
issued share
capital

BRITREFE

RMB116,375,000

AR 116,375,000

RMB166,167,000

AR ¥166,167,000 7T

HKD100

100/87T

VND39,870,000,000

RZTE—NFRA=TH  BERFN

Interest
held

i

48%

48%

45%

45%

45%

45%

45%

39,870,000,000 8 F & 45%
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

10.INVESTMENTS ACCOUNTED FOR USING THE

EQUITY METHOD (Continued)

Investments in associates (Continued)

Aggregate carrying amount of

individually immaterial associates

Aggregate amounts of
the Group’s share of:
(Losses)/profits from
continuing operations
Other comprehensive income

Total comprehensive
(loss)/income

Investments in joint ventures

Opening amount
Share of profits based on
equity held

Closing amount

TERME R E KR
Bt N R AR BRI (B

AEEDEATRIER
WAL
RECEEBELN
(&), s T

H b 2 W e

Hith 2 E (&#E),/
Wan B ER

HBER
R P R R
A

HRE®

108 R A B2 IRE (B)
REE A TR E ()

Unaudited
REZ
Six months ended 30 June
BEXA=THLAEA

2019 2018
—2-AF T )\F
RMB’000 RMB’000
AR¥FT ARBFIT
200,415 187,828
(416) 8,245
(416) 8,245
REELENRE
Unaudited
RRER

Six months ended 30 June

BEASA=tTHILEAREAR

2019 2018
—E-hEF —T—N\F
RMB’000 RMB’000
AR¥®TT ARBFT
3,876 3,206

676 459

4,552 3,665
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10.

44

INVESTMENTS ACCOUNTED FOR USING THE 10.F AR EARZIRE (&)
EQUITY METHOD (Continued)
Investments in joint ventures (Continued) REELENERE (&)

Set out below is the joint venture of the Group as at
30 June 2019 which, in the opinion of the directors,
is immaterial to the Group. The joint venture listed
below has share capital consisting solely of ordinary
shares, which is held directly by the Group; the
country of incorporation or registration is also its
principal place of business.

Nature of investment in a joint venture as at 30 June
2019:

NTRR-_ZE-NERA=1TH E=F
ARUTERVTIEE 2 AEESE D
¥ NI/ BRREZ RAMERTERA
B WARASEERRS - HEMAIL
SEMBERITAE TR LR -

RZZB—NFARA=TH REELE
EIREMENT

Place and date of Particulars of
incorporation and issued share Interest
Name of joint venture form of legal entity Principal activities capital held
SRR BBUR
RELRER ERERER TEXE BRITRAFE s
Texhong Tan Cang Logistics ~ Vietnam, 30 June 2016, Cargo transportation VND20,000,000,000 50%
Joint Stock Company limited liability company by land and sea; other
assistant services; cargo
landing-over, storage,
management consulting
RITHADRRIA A E Ml ZTNF BEEYES  EME  20,000,000,0008MHE  50%
~A=TH- fRis : EMEE - BF
BREARR ERHA

Texhong Tan Cang Logistics Joint Stock Company
is a private company and there is no quoted market
price available for its shares.

TEXHONG TEXTILE GROUP LIMITED XRUI#EBEEFRAR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

10.INVESTMENTS ACCOUNTED FOR USING THE
EQUITY METHOD (Continued)
Investments in joint ventures (Continued)

10.EAEREANRZIRE (&)
REELENRE (&)

Unaudited
REZ
Six months ended 30 June
BEXA=THLAEA

2019 2018
—E-hEF —T-N\F
RMB’000 RMB’000
AR¥TT ARBFIT
Carrying amount of the immaterial TEBREAHA L%
joint venture FIRREE 4,552 3,665
The Group’s share of: REED (AT EIA
Profit from continuing operations — +3 48 48 4% ¥ 7 7 4 H0)% F) 676 459
Other comprehensive income Eh2mmies - -
Total comprehensive income 2H AR 676 459
11.INVENTORIES AND PROPERTIES UNDER NEZERBEPYE
DEVELOPMENT
Inventories 5E
Unaudited Audited
RIBERZ KEIZ
30 June 31 December
2019 2018
—E-hF —ZT-N\F
AA=+HA +t=ZA=+—H
RMB’000 RMB’000
AR%Fr AREFIT
Raw materials R R 3,562,414 3,473,769
Work-in-progress ERS 409,828 338,350
Finished goods RN T 1,727,937 1,399,173
5,700,179 5,211,292

As at 30 June 2019, inventories with a total net book
amount of RMB2,740,000 were pledged as collateral
for the Group’s bank borrowings (31 December
2018: nil) (Note 16).

RZZB-—NFRA=TH  REFER
HARAARK2740,000 27 EEHEA
EAEERITEENERR(ZT-N
F+ZA=+—8: T)(ME16)
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11.INVENTORIES AND PROPERTIES UNDER MNEERBRRFYE(E)
DEVELOPMENT (Continued)
Properties under development BRPYE
Unaudited Audited
RCER KEZ
30 June 31 December
2019 2018
—E-hEF —ZT-N\F
AA=+HA +—A=+—H
RMB’000 RMB’000
ARMTFTT ARBTFIT
Land use rights T b R 227,096 226,058
As at 30 June 2019, land use rights of RZZB—AFENA=1H  EHEAE
RMB227,096,000 (31 December 2018: 7 i {55 FA A B A R % 227,096,000 7T
RMB226,058,000) were in Mainland China with (ZZ—N\F+ZA=+—H: ARK
lease terms of 40 to 70 years. 226,058,0007T) - T EHIR A40F =
704 ©
As at 30 June 2019, no construction had started RZZE—AENA=1H - HARFEHEE
yet, and no finance cost was capitalized as part of I HEMEER(ZE—N\F+A
properties under development (31 December 2018: =t+—H:®BENMABEEPMEZ
nil). —& 5
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

12.TRADE AND BILLS RECEIVABLES

Trade receivables FEWE 5 FIH
Less: provision for impairment L :ORE R
Bills receivable e R B IE

As at 30 June 2019, no amount due from related
parties was included in the trade receivables (31
December 2018: RMB5,131,000) (Note 30).

The fair values of trade and bills receivables
approximate their carrying amounts.

As at 30 June 2019, no bills receivable was pledged
as collateral for the Group’s bank borrowings (31
December 2018: RMB97,526,000) (Note 16).

12BN E 5 R REKR

Unaudited Audited
RISEX KEZ
30 June 31 December

2019 2018

—E-hF —T-N\F

ABA=+H +=—A=+—H
RMB’000 RMB’000

ARBFT AREFIT
879,324 787,107

(9,303) (6,588)
870,021 780,519
763,910 1,003,255

1,633,931 1,783,774

—E-AEFERAZTRH ERES
FRIA R R S e W B T A RO
(Z2—N\E+-A=+—8: ARK
5,131,000 7T ) (Ff7E 30) °

[EUE 5 R REFIRN A FERERE
BRE -

—E-AERNA=TH HEREK
EREARNEBIRITEENEKE S
(ZE—NE+-_A=+—8: ARK
97,526,000 7C) (BF5E16) ©
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

12.TRADE AND BILLS RECEIVABLES (Continued)
The Group generally grants credit terms of less than
90 days to its customers in Mainland China and 120
days to its customers in other countries. The ageing
analysis of the trade and bills receivables (including
amounts due from related parties of trading in
nature) based on invoice date is as follows:

Within 30 days 30 LA

31 to 90 days 31HZ90H

91 to 180 days 91EHZE180H

181 days to 1 year 181HE1F

Over 1 year 1AL

Less: provision for impairment R ER

Trade and bills receivables FEWE 5 R EERIE
— net — FEE

There is no concentration of credit risk with respect
to trade and bills receivables, as the Group has a
large number of customers.
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12.BNE S R RERE(E)
FEERTHEPRAERR 2 FEH—
RAWAA METFEBERESZ
EEHA1208 A - BIKE HREEK
B(BEESMHE N R TIR)
RIBHEFZRAYOBRE DT

Unaudited Audited
RESEX KEZ
30 June 31 December
2019 2018
—ZE-hEF —E-N\F
AB=+H +=—A=+—H
RMB’000 RMB’000
AR%Fr ARBFIT
1,065,371 1,099,220
456,876 592,707
86,885 82,290
23,727 11,414
10,375 4,731
1,643,234 1,790,362
(9,303) (6,588)
1,633,931 1,783,774

MR AEEHEARLES  WEKES
REBFIREEFOEERR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

13.PREPAYMENTS, DEPOSITS AND OTHER 13. 78 RE - e R EMEWERR
RECEIVABLES

Unaudited Audited

RIBEZ KEZ

30 June 31 December

2019 2018

—E-NF —ZT-N\F

AA=+HB +=ZA=+—H

RMB’000 RMB’000

ARETFT ARBFT

Value-added tax recoverable FERIZER 386,381 363,802
Prepayments for purchase of BE R TEN IS
raw materials 339,845 401,836
Prepaid expenses TERTFZ 33,224 51,418
Deposits for operation ES St 16,846 12,082
Prepaid income tax TERFETIS R 6,792 9,878
Compensation receivables FEWHE S - 27,235
Other receivables Ho A e R IE 4,335 1,648
787,423 867,899
14.TRADE AND BILLS PAYABLES 14.BENE S REEHRIR
Unaudited Audited
RGQEX KEZ
30 June 31 December
2019 2018
—E-hF —ZE-N\F
AA=+HB +=ZA=+—H
RMB’000 RMB’000
ARBFT AREFIT
Trade payables ENE SHIE 730,871 693,210
Bills payable &R RIZRRIE 3,323,168 2,829,504
4,054,039 3,522,714
As at 30 June 2019, included in the trade RZZFE-—NF"A=+H ' ENE
payables were amounts due to related parties HEBDEREMNBEE S RBARE
of RMB16,128,000 (31 December 2018: 16,128,000 L( = E—N\F+=-_A=+—
RMB5,871,000) (Note 30). B : AR¥5,871,0007T)(FzE30) -
The fair values of trade and bills payables JERTE 5 R EBFIAMN AT E EERRE
approximate their carrying amounts. BERE -
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14.TRADE AND BILLS PAYABLES (Continued)

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

15.ACCRUALS AND OTHER PAYABLES

50

Within 90 days

91 to 180 days
181 days to 1 year
Over 1 year

Accrued wages and salaries
Payables for purchase of property,

plant and equipment

Accrual of operating expenses

Tax payables other than
enterprise income tax
Payables for acquisition of
subsidiaries
Interest payable
Other payables

14.BREZREERE(E)
B 5 KR35 508 (R A5 e B 5
ZEZHERR) RBHF A HNRE

DT :
Unaudited Audited
RIBER EEIZ
30 June 31 December
2019 2018
—E-hF —T—)N\F
ANA=+H +=-—A=+—H
RMB’000 RMB’000
AREFT AREFIT
90 HIAR 2,544,931 2,356,142
91HZ%E180H 1,474,198 1,155,029
181BE14F 26,582 8,003
14 LA 8,328 3,540
4,054,039 3,522,714
15. 8RB AR HtENRRIE

Unaudited Audited
RGEZ KEZ
30 June 31 December
2019 2018
—E-hEF —ZE—N\F
ANA=+HR +=-—A=+—H
RMB’000 RMB’000
AREFTT AREFT
Bt TERF € 296,036 281,152

BEYE  BERZE
FEATBR IR 136,528 208,821
FERT R E R 116,427 142,682

PR FITE (D EATEFBRIN

69,520 32,907

Uiz B f /BB 1 &) pE - k|
9,820 9,820
TS 8,283 11,169
HAth FETBR K 69,535 40,668
706,149 727,219

TEXHONG TEXTILE GROUP LIMITED XRUI#EBEEFRAR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RMB524,410,000 (31 December 2018:
RMB877,404,000) were secured by the pledge of
the Group’s property, plant and equipment with a net
book amount of approximately RMB763,872,000 (31
December 2018: RMB834,894,000) (Note 8); inventories
with a total amount of RMB2,740,000 (31 December
2018: nil)(Note 11); no bills receivable (31 December
2018: RMB97,526,000)(Note 12) and no pledged bank
deposits (31 December 2018: RMB68,450,000).

(b) As at 30 June 2019, other bank borrowings
of RMB5,632,016,000 (31 December 2018:
RMB4,649,427,000) were secured by cross corporate
guarantees provided by certain subsidiaries of the
Group.

2019 INTERIM REPORT

(b) R =

16.BORROWINGS 16.16 &
Unaudited Audited
RISEX KEZ
30June 31 December
2019 2018
—ZE-NF —T-N\F
ARAB=tH +ZA=+—H
RMB’000 RMB’000
AR®TF T ARBFIT
Current BPEA
Unsecured bank borrowings EERRITEE 1,125,977 436,273
Secured bank borrowings (Note (a)) & #3FIR1TEE (i3 (a)) 125,421 414,138
Other bank borrowings (Note (b)) EiR/TEE (M 5E (b)) 1,510,002 1,402,136
2,761,400 2,252,547
Non-current JEBNHEA
Unsecured bank borrowings EILIFIRITIEE 537,758 1,164,630
Secured bank borrowings (Note (a))ﬁﬁﬁﬁ{ﬂ%%(mﬁ (a)) 398,989 463,266
Other bank borrowings (Note (b)) HAbiR7TE & (MF5E (b)) 4,122,014 3,247,291
5,058,761 4,875,187
Total borrowings BERE 7,820,161 7,127,734
Notes: MaE
(a) As at 30 June 2019, bank borrowings of @R=ZZ—AFAA=1+H' AR¥

524410000739’1%711*%(77 NEF
+=—A=+—0 : AR¥877,404,0007T)
LAZS 52 B BR T FHE 4V A R 763,872,000
T(ZE-—NF+ZA=+—H: AR
#834,894,0007T ) B ¥ % - B M
&K 7£8) Rk # 5 A A R 2,740,000
T(ZE—N\E+_A=+—RH8: )W
FEME1) EEF - HERKRER
(Z2—N\FE+ZA=+—H: AR¥
97,526,000 7T) (FiiE 12) R B IFRI T
R ZE—NE+_A=+—H: ARK
68,450,000 7T) °

T—hEXNA=Z+A  HtBRTHE
B AR #5632,016,0007T( —ZF— )\ F
+ZA=+—8H: AK#%4,649,427,000
T UAEEETFHEBARRENZIIA
R REIEIR -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

16.

52

BORROWINGS (Continued)

Movements in borrowings are analysed as follows:

Six months ended 30 June 2018
Opening amount as at 1 January 2018
Proceeds from borrowings
Repayments of borrowings

Exchange losses on borrowings

Closing amount as at 30 June 2018

Six months ended 30 June 2019
Opening amount as at 1 January 2019
Proceeds from borrowings
Repayments of borrowings

Exchange losses on borrowings

Closing amount as at 30 June 2019

BE-Z—-/\FXA=+HLXEAR
R-E-\F-A-RAZHNLE

%%%Fﬁ
EEEE
f&

EER%E

RZZB-NFRA=1H
ZHAREH

ﬁ@ E hEXRA=+HIEAEA
RZZE—NF—A— BBV
BEMBHRIE

HEEE

EEE N E8

REZB-NWFRAZTHZHREHE

TEXHONG TEXTILE GROUP LIMITED XRUI#EBEEFRAR

Unaudited
REEEX
RMB’000

AREFIT

5,549,598
3,761,427
(3,241,052)

50,444

6,120,417

7,127,734
3,743,069
(3,081,420)

30,778

7,820,161
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

16.BORROWINGS (Continued)
The carrying amounts of the borrowings of the Group
are denominated in the following currencies:

RMB AR
HKD BT
usD =TT

The weighted average effective interest rate per
annum at 30 June 2019 was 3.85% (31 December
2018: 3.67%).

As at 30 June 2019, the Group has undrawn
floating rates borrowing facilities of approximately
RMB2,731,708,000 (31 December 2018:
RMB2,967,823,000) which will be expired within one
year.

Unaudited Audited
RBERZ KEZ
30 June 31 December
2019 2018
—E-hEF —E-N\F
AA=tA +-A=+—8
RMB’000 RMB’000
AR®FTT ARMTFIT
1,681,733 1,860,122
5,020,757 3,911,405
1,117,671 1,356,207
7,820,161 7,127,734

MR-B-AENA=Z+TRAZINELHE
BEFIR A3.85%(—F—\F+=-A

=+—H :3.67%) °

R-ZB—AEXA=1+8  A&£EX
HRAZIDEXEBEERENARE
2,731,708,000 (=& — \F + = A
=+—H8: AR#¥2,967,823,0007C) #%

R—FREH -
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17.

54

DERIVATIVE FINANCIAL INSTRUMENTS 17.
Assets: BE
Forward foreign exchange REAINE S 4
contracts (Note (a)) (Mf3% (a))
Cross currency swap contracts RXEMEEAH
(Note (b)) (M3 (b))

Cotton future contracts (Note (c)) RIEEHE A %) (ML (c))

Liabilities: atg:

Forward foreign exchange REIINES L
contracts (Note (a)) (P 5E (a))

Cross currency swap contracts XX EBEEH
(Note (b)) (M3 (b))

Cotton future contracts IEHEE L
(Note (c)) (FI3E(c))

Non-hedging derivatives are classified as a current
asset or liability.

TEXHONG TEXTILE GROUP LIMITED XRUI#EBEEFRAR

TESBMTA
Unaudited Audited
RSEX KEZ
30 June 31 December
2019 2018
—ZE-hEF —ZT-NF
AA=+HA +=ZA=+—H
RMB’000 RMB’000
AR%Fr AREFIT
149,089 125,609
21,720 17,946
- 1,665
170,809 145,220
6,682 18,562
70,155 68,235
17,283 2,671
94,120 89,468

FHMITETADERARDEERA

&



R e M SRR

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

17.DERIVATIVE FINANCIAL INSTRUMENTS
(Continued)
Notes:

(a) The forward foreign exchange contracts as at 30 June
2019 comprised twenty-three contracts with notional
principal amounts totalling RMB5,085,903,000 (31
December 2018: thirty-one contracts with notional
principal amounts totalling RMB5,292,117,000).

(b) The cross currency swap contracts as at 30 June 2019
comprised thirty-five contracts with notional principal
amounts totalling RMB5,687,130,000 (31 December
2018: twenty-six contracts with notional principal
amounts totalling RMB4,622,139,000).

(c) The cotton future contracts as at 30 June 2019
comprised four contracts with notional principal amounts
totalling USD9,234,000 (31 December 2018: eleven
contracts with notional principal amounts totalling
USD24,263,000).

18.FINANCE LEASE OBLIGATIONS
The rights to the leased assets are reverted to the
lessor in the event of default of the lease liabilities by
the Group.

Finance lease obligations were reclassified to
lease liabilities on 1 January 2019 in the process
of adopting the new leasing standard. See Note
3(a(i)) for further information about the change in
accounting policy for leases.

17.5TESMI A (4

i

B EE -

(@ R=ZZ—NAFXA=1H  BHIINES
DBRE=ZT=6HEH BEXSEE
A AR %5,085903,0007T( =28 — \ &
+=ZA=+—8:=+—HEa4  BEX
SEEET A AR 5,292,117,0007T) ©

(b) R=ZE—AFRA=TH XXE¥K=H
BREE=THANEHN HEALHE
FT /A AR ¥5,687,130,000T (= F— 1
F+-A=+—H: Zt &k £F
AE BT R/ ARE4,622,139,0007T) ©

CR—_EBE—NEXA=THE BIiLHE
EHBRENBELN BELASEMLT
/9,234,000 (=T —N\F+=A
=t+—8: +—He8  BEASEE
/524,263,000 %7T) ©

BERE AR

AAEEEREERE  IHEEEZ
M ERE LA

EERAFHESENBREY  BEHREE
BER_T-NF—A—RAEHH»EA
HEaE FHASSTRRESNE
—$&EHR - B2 RHE3(a()
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18.FINANCE LEASE OBLIGATIONS (Continued) 18. B ERERIE (&)

Unaudited Audited

RIBER EEIZ

30 June 31 December

2019 2018

—ZE-hEF —T-N\F

AA=+H +=ZA=+—H

RMB’000 RMB’000

AR%Fr AREFIT
Gross finance lease liabilities MEHERBEREE
— minimum lease payments — REHAERNK

No later than 1 year —FR - 885

Later than 1 year and no —FBERAFA

later than 5 years - -
Less: future finance chargeson & : RIETHE 2

finance leases RRMEEFA = (54)
- 831
The present value of finance MERERRBEZ
lease liabilities is as follows: WEWT :
No later than 1 year —FR - 831
Later than 1 year and no —FRERAFR

later than 5 years = =

- 831
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

19.LONG-TERM PAYABLES

No later than 1 year
Later than 1 year and no
later than 5 years
Less: future finance charges on
long-term payables

The present value of long-
term payables is as follows:

No later than 1 year
Later than 1 year and no
later than 5 years

—FR
—FRERFA

B REENERRZ
RREBEER

REEREBERZ
WEWMT :

—FR
—FRERFA

As at 30 June 2019, included in the long-term
payables were amounts due to third parties for
purchasing machinery and equipment with a carrying
amount of RMB257,481,000 (31 December 2018:

RMB145,188,000).

19. R FE {3 BR X

Unaudited Audited
RISEX KEZ
30 June 31 December

2019 2018

—E-hF —Z-N\F

ABA=+H +=—A=+—H
RMB’000 RMB’000

ARBFT AREFIT

70,398 29,329
211,054 130,678
(23,971) (14,819)
257,481 145,188

58,241 22,295
199,240 122,893
257,481 145,188

R-ZT—AFERA=Z+H  JIARLE
MNEFOFEERBEROEAAR
# 257,481,000 (= Z— \F+_=A
=+—H8: AR¥145,188,0007T) Y
T N AR AR BN 55 = HORIE o

2019 INTERIM REPORT —Z—hHHi#E 57



WEAR S M BB RME
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

20.

58

SHARE CAPITAL AND SHARE PREMIUM 20. R AR R 43R E
Number of Ordinary
shares shares
RHOEE ZER
(thousands) HKD’000
(FAR) FET
Authorised: JETE
Ordinary shares of Hong Kong &REEO0.1%8 T ([#ET])
Dollars (“HKD”) 0.1 each ZEBR
At 31 December 2018 and RZB-N\F+=ZA=+—-BR
30 June 2019 ZE-AFEXRA=TH 4,000,000 400,000
Number of Ordinary Share
shares shares premium Total
RAEE EER  RORE st
(thousands) RMB’000 RMB’000 RMB’000
(FR) AREFT AREFT ARETT
Issued and fully paid: BETRER :
Ordinary shares of HKD0.1 each SREE0.1ET2LER
At 31 December 2018 RZZB-NF+ZA=+-H
and 30 June 2019 R=-E-RAEXA=TH 915,000 96,709 433,777 530,486

TEXHONG TEXTILE GROUP LIMITED XRUI#EBEEFRAR
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21.SHARE OPTION SCHEME 21. (B R AEST &I

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.

BREARBR-_Z—NFMALHRBRBE
ZBEORFE R - AR AR — IR
sHEI([BEAERTE ) REBE—F N
FHALETFHRAARER - RIFWARE
FtE - ARREST 2ERBEREME
8 BE SmaRBHER TP -
RAEERHAE  ERFEMRM
ENEAALERE RRRAEEER
HEAARDBRAE  UARBARRK
o EERAMERTIEEE ()R
HEL A RER e A RERMAIIG
BRRMDUTE : KR BEEREELD
BRI R AR 5 AR AT R REXR
PRSI B B £ g de i (8 R (i) A £0
FEE - 1B TR EERERZAR D
BREZORT - ERRERBIRA
S B AR RN A E oIR8 T
PAERLAFTREREETER &S
AT ETHRNEBE ST EEBEAR
BIINEF B B ATACARH) 30% ©
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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 HKD5.7 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
2019.

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
there was no charge to the administrative expenses
for the six months ended 30 June 2019 (for the six
months ended 30 June 2018: nil).

TEXHONG TEXTILE GROUP LIMITED XRUI#EBEEFRAR

BIEBERESE AR =_F—HA
¢‘H*+‘Eﬁﬁ%ﬂﬁ%%ﬁﬁ
& H mﬁsmmmhﬁ CIE:#:
k%%k% RBEAERSTHBIT-
1WNWP%&%TF_7 NE
—A—BE-_ZE-_RAE=A-+—-H
HA1T 6 1,670,000 1) B AR AE AT A —
T+ FE—-—A—HE-_T_RAF=A
Z+ZAHIMSTE : % 1,660,00017
RETR —_ZE—NF—A— Eify
—HE=ZA -+ -BHBETE - AR

R-E— £¢+*ﬂ*+ﬂaﬁ %
HITEE R A H A28 1,500,000 f%
ARREBBEOBRE - REEAES
% 5.7 7 7T > 300,000 17 & A% # AT 74 —

T—+F-A—HE-_ZT-_AF+=A
— -+ R HRETTEE © 300,000 £ A
AR N\F—H—-HBE-Z—"7

F+— A=+t HHMFT{E : 300,000
DEREIR-_ZE—-—NE—HA—8B=%
—E-RAF+ A=+t BHRMTE
300,000 fEREAIR - _FF—A
—BE-_ZE_AF+-_A=-++tAH
f771# : % 300,000) ERAERT A —F

——#—F—AZE-Z-AF+_-A
Z+EHEMITE o REEWEE TR
HEEETUBR RO EEFREER
EomAREEHME-_T-AF A=+
A - R ERE R o

R-E-RAF=A-+=ARHZEBR
B2 N FERA-AAREEERA

BE o ER 2 EBAE AR BIERE
LR RESRS7ET Ltﬁﬁ
R ﬁ%irﬂﬂ B F 2 1.582% -
HARG B R 1.45% K2 18 49.8% © \%
W%z $E@$HAEMWAMQW
T MREBE_E—AFAA=+HL
7N E A I A 1T A SRR M R E (B
E-Z-NEXNA=+tHILANEA :
E)o
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

21.SHARE OPTION SCHEME (Continued)

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 RMB146,000 was charged to administrative
expenses for the six months ended 30 June 2019 (for
the six months ended 30 June 2018: RMB241,000).

22.0THER INCOME AND OTHER GAINS/(LOSSES)
— NET

21. B R ET B (E)
R-ZZE—RF+-A-+\BRLZE
M2 A ETRA B T EE
REE - ZERAZERGARESER
B BB RESRKRS7HET - ilifT
(8 - TBEFE ERARFE1.623%
78 2 % B R 3.42% K i 18 50.94% ©
hEBERE AFEREAARE
3,171,000 T * 1 A K ¥ 146,000 T 2
RBEE-_ZT-NFENA=THILEA
ZITBRAZ R (BE=ZE—/\FA
=+HIAEA : AR®241,0007T) ©

22 Aty AR Hflezs (B1R) — B8

Unaudited
REZ
Six months ended 30 June
BZEANA=THILEAMEA

2019 2018
—E-hF —ZT—)N\F
RMB’000 RMB’000
AR%Fr ARBFIT
Other income E A
Subsidy income (a) GETONC)) 70,300 93,032
Other gains/(losses) Hurzs (E18)
Derivative financial instruments at 2 AP {EET ABZH 2
fair value through profit or loss: PTESRMIA:
— Realised losses — BEHEE (58,130) (46,566)
— Unrealised profits — REBREF| 28,475 21,064
Net foreign exchange losses IE 5 518558 (14,130) (30,865)
Gains on disposal of joint ventures  HHE& LM 7 A - 200
Gains on acquisition of subsidiaries U & B A 7] 2 W as 209,019 =
Others =i 5,037 11,115
Total other gains/(losses) Hibukas(E518) a8 170,271 (45,052)

(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 ATE BT IR IR B IR E KPR
SRLBR D 22 - REBMPNERS
PSP 8 B U » T % % 18 B A
BEERARRELE -
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WEAR S M BB RME
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

23.EXPENSES BY NATURE 23X (RMESE)
The following expenses items have been included T3IfM%EEB ERERGEE KmRPET
in cost of sales, selling and distribution costs ABHEKRAR - SHERDHEKA + AKR—
and general and administrative expenses in the BRITHAX °
condensed consolidated income statement.
Unaudited
RIBEZ

Six months ended 30 June
BEAA=tHLAEA

2019 2018
—®-hE ST \F
RMB’000 RMB’000
AR%FT ARMBTFIT
Cost of inventories FERAR 6,834,196 5,702,474
Employment benefit expenses EERAAX 1,290,163 1,051,672
Utilities &) 1 ket 599,362 473,865
Depreciation and amortisation PrE R 430,405 359,159
Transportation B 240,024 202,424
24.FINANCE INCOME AND COSTS 24 AR E A
Unaudited
RICEX

Six months ended 30 June
BZXA=1+HLAEA

2019 2018
—E-NF —T—N\F
RMB’000 RMB’000
ARMTF T AREFIT
Interest expenses FERX
— borrowings —EE 220,409 151,005
— lease liabilities —HE&E 3,155 =
— finance lease obligations — BB ERIE - 123
223,564 151,128
Net exchange losses on MEFEAEER
financing activities EEFE 30,778 50,444
Finance costs M ER 254,342 201,572
Finance income — interest WA — RITER
income on bank deposits A EUA (17,781) (5,802)
Net finance costs S E RS 236,561 195,770
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Current tax on profits for the period KHHFEJ?EA"'JEH,HEWIQ
Deferred income tax RIEPTISHE

(i) Hong Kong profits tax
Subsidiaries established in Hong Kong are
subject to profits tax at rate of 16.5% (2018:
16.5%).

(ii) 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% (2018:
25%).

As approved by the relevant tax bureau in
Mainland China, two subsidiaries established
in Changzhou and Zhanjiang are entitled to
a preferential tax rate of 15% effective till 31
December 2020. A subsidiary established in
Xuzhou is entitled to a preferential tax rate of
15% effective till 31 December 2019.

Unaudited
RICERK

Six months ended 30 June
BEANA=THLEARMEA

2019 2018
—2_hE -—T)\F
RMB’000 RMB’000

AREFT ARBF T

84,179 100,646
(5,402) (11,864)
78,777 88,782
(i) EEREH

RE BB M B X RIZA1R 16.5%
—T—)\F: wRMZMX%H
MEH ©

(i) PEREEEMREB(REME

Bt 1)
H_ETNF— ﬂ Et KA
xﬁwimmg ZREEE

AXKRZE ti H+A5m&
WP BRCEMBRIA(HEEMB
READRBEBRR-_ZESLFE+=
ANBHENTEEMEHEAEE
M@Uammw>#mﬁiﬁii
B REFLEMB miam
wm A HR B K BE AR SZ B B B A
BIE25% (=T — \fF : %mzm
?%Hm%% SH o

KRR AEEEARESRIE  &F
M R 58T K S B PR SR B B R R B A
ZE1S%MERHE  GHHE
E_RF+_A=+— Eo*%&
BN B AR B EZER15%
MNEEMRE  ARAHE=—_T—NF
+=—A=1+—8-
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(iii) Vietnam income tax

The income tax for the major subsidiaries in
Vietnam are as below:

As approved by the relevant tax bureau in
Vietnam, Texhong Renze Textile Joint Stock
Company established in Vietnam in 2006
should separately calculate income tax on its
initial 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% (2018: 20%). The second supplementary
investment of the subsidiary is entitled to two
years’ exemption from income taxes followed by
four years of a 50% tax reduction based on the
income tax rate of 20% (2018: 20%).

As approved by the relevant tax bureau in
Vietnam, Texhong Yinlong Technology Ltd.,
Texhong Galaxy Technology Limited and
Texhong United Technology Vietham Company
Limited established in Vietnam in 2014, 2016
and 2018, respectively are entitled to four years’
exemption for 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.

The applicable tax rates for all subsidiaries in
Vietnam range from nil to 20% during the period
(2018: nil to 20%).

TEXHONG TEXTILE GROUP LIMITED XRUI#EBEEFRAR

(iii) %7 AT B

BEEEMBARMPASHAT

R AR B E - RILE
EHBBROBRARN -ZEERF
MBS At AR IRE B
AHEMEH - ZMBARNINZER
BRARREMIR=F HRERLF
AERBRYES YARZXE
BREHB EA5%E+TZF - M
BRABNGEMRREARLHA
BH=%F EERFRE20%(=
T— )\ : 20%) WATBBRBE - 7
EFREHRELEE - ZMBARN
F_ERARERREBAEHM
FHERAFRE20%(ZF—N
F :20%) MPTISIBLR - RIS
BURFEE -

KUEMERATERIE  R2F
—HF - ZE-RERZT-NF
7RI A S B R AT SR BE R
FRAR - KITARE AR A A &
RITBAERBEEEAERAREER
BHBTFELAENEBREEERE
FIFER  REMEHEUF Hig
NFRAEREFEESR  WHE
HEBELERACZEBAFEREZR
BEAEHMRE10%ETRE -

A R 2B WE AR ZE
ABENFETE20%(ZF—/\F -
TE20%) °



(iv) Other income tax

The Company was incorporated in the Cayman
Islands as an exempted company with limited
liability under the Companies Law of Cayman
Islands 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 Company’s subsidiary established in Macao
is subject to income tax rate of 12% (2018: 12%).
No provision for Macao profits tax has been made
as the Group had no assessable profit arising in
or derived from Macao during the period (2018:
nil).

The Company’s subsidiary established in
Uruguay is subject to income tax rate of 25%
(2018: 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 period (2018: nil).

The Company’s subsidiary established in Turkey
is subject to income tax at the rate of 22% (2018:
22%). No provision for Turkey profits tax has
been made as the Group had no assessable
profit arising in or derived from Turkey during the
period (2018: nil).

The Company’s subsidiary acquired in Cambodia
in 2017 is subject to income tax at the rate of
20% (2018: 20%). No provision for Cambodia
profits tax has been made as the Group had
no assessable profit arising in or derived from
Cambodia during the period (2018: nil).

(iv) EfFTEHR

ARBARBERASTEEARDENH2
HEEMAZAERRER AR
it R 2 B EFSH

ARBREBEE LB BRI 2B
RENRERBREZESBEREE
RADER TN FEFERBAG
MRS Fit LM RBERELES
PSR -

ZN/NGTY AN s Vo VAPl == RN
12% (= — N\F  12%) 2 TR
AR - BRAEER AR E
155 PY 22 AR s 1R P BRER FE AR B0k
- OB EBURPIF S B E L B
(ZBE—NFE:F)-

AABRBRERIZHBARA
1225% (=—ZF — )\F : 25%) ZFHi R
BAMER - MERSNEFEHR
STREBE RAAEERBANLE
RENEELSESRER R (=
T—N\F:ET)e

RRNBREEEK S ZHBARZE
B 22% (=T —)\F : 22%) 2 i =
BEAEH - ARAEERBHAR
EETHEEASN T EERIE
R EF MEERLEERNER
ERBE(ZE—N\F:T)-

RARR T~ HEERIBFREKE
2 Mt B8 X B R HR 20% 2 B R AT P
B (ZF—\F :20%) - ARA
SEMAYN EHRFREERITE
B FE ER 0088 ) - #RABE A 3 SR I 2R A
SRELEB(ZZ-N\F: F) -
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WEAR S M BB RME
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

25.INCOME TAX EXPENSE (Continued)

(iv) Other income tax (Continued)

The Company’s subsidiary acquired in Nicaragua
in 2017 is subject to income tax at the rate of
30% (2018: 30%). As approved by relevant tax
bureau in Nicaragua, the subsidiary is entitled to
exemption from profits tax during the period (2018:
exempted) and effective till 31 December 2020.

The Company’s subsidiaries acquired in Samoa
in 2017 are exempted from profits tax during the
period (2018: exempted).

The Company’s subsidiaries acquired in the USA
in 2018 are subject to income tax rate within the
range from 27.5% to 30% (2018: 27.5% to 30%).

The Company’s subsidiaries acquired or
established in Mexico in 2018 and 2019 are
subject to income tax at the rate of 30% (2018:
30%).

26.EARNINGS PER SHARE

66

(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.

25. SRR (&)
(iv) EAFTEH (&)

REER T —+F 4B A MK
BE 2 M B A BB 1% 30% 2 B R A+
FrER(=ZZF—N\F :30%) - £fE
i MEBEHEBIE  ZHBA
RAAEREAR(ZZE—/\F: #%)
RNEHMFER a8z _2=
TE+-_A=+—H-

ARBN B FEEEDRE
Z BB~ R B A e A RS A5
(ZZ—N\F &%) -

R-ZB-NFEXEMBRENHARR
A M8 R R ZER N F27.5% = 30%
ZHREHRERGEH (=T —\F:
27.5% % 30%) °

ARABRZZE—NFRZF—NF
TS FTUR BB B Ak S OB B A A
BIRION MG XA (=T
— N\ : 30%) °

26.8REF
(a) X

SR ERRF AR A RAE ARG
35 FI B8 DA P 2 B 17 203 R #0 0
FHBEE -

Unaudited
RBEZ

Six months ended 30 June
BZEAA=THLEAMEA

2019 2018
—E-AF —T-)\F
Profit attributable to owners of RARER AT
the Company (RMB'000) (AREFT) 471,042 602,411
Weighted average number of BEITERRINE
ordinary shares in issue IS E(ATFED)
(thousands) 915,000 915,000
Basic earnings per share SIREAREF
(RMB per share) (BRARTT) 0.51 0.66
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

26.EARNINGS PER SHARE (Continued)
(b) Diluted

26.FREF (&)
(b) 858

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

FRESRNTERBRBEHRITEIN
B BN E IO BGETE - URR
EABEY B BT T RRES
B ARBZBREMS - AR
FRERERITEBRAEN S 2 RE
R2E  SHEREMIEATE(ERE
REARAENDZFHFEETE) K
BRI E - EAAHERSZK
BB BERRBREETENER

monetary value of the subscription rights attached
to outstanding share options. The number of
shares calculated as above is compared with the
number of shares that would have been issued
assuming the exercise of the share options.

Profit attributable to owners of RAREEB AEME T
the Company (RMB'000) (AR¥EFIT)

Weighted average number of ER{TEERME
ordinary shares in issue FI9E (BT 5T
(thousands)

Adjustments for: AR
— Share options (thousands) — B RRHE (AR

BRESRANMAZ

Weighted average number of

ordinary shares for diluted AR I E 19 8L
earnings per share (thousands)  (JAT&t)

Diluted earnings per share HREERT
(RMB per share) (BRAR®T)

2019 INTERIM REPORT

T BEHTHRMDEBALLE -

Unaudited

REERK

Six months ended 30 June
BEANA=THLEARHEA

2019 2018
—B_hE -—T)\F
471,042 602,411
915,000 915,000
3,969 1,911
918,969 916,911
0.51 0.66
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A final dividend of RMB 158,936,000 that is related to
the year ended 31 December 2018 was paid in May
2019 (2018: RMB156,160,000).

In addition, an interim dividend of HKDO0.18 per
share (2018: HKDO0.23 per share) was proposed
by the board of directors on 23 August 2019. It
will be payable on or about 11 October 2019 to
shareholders whose names are on the register on 25
September 2019. This interim dividend, amounting
to RMB144,887,000 (2018: RMB184,102,000), has
not been recognised as a liability in these financial
statements. It will be recognised in shareholders’
equity in the financial statements of the Company for
the year ending 31 December 2019.

On 1 April 2019, the Group acquired and eventually
held the 80% interests of bundled companies
from Winnitex Group Limited and Winnitex China
Holdings Limited (the “Vendors”). The Group firstly
acquired the 100% interests of Winnitex Holdings
Limited, Winnitex Limited and Zhejiang Qing Mao
Weaving, Dyeing & Printing Co., Ltd (the “Target
Group”) from the Vendors for a total consideration of
RMB1,122,940,000 and then contributed the Target
Group, together with the injection of the garment
fabric business in Vietham and Nicaragua of the
Group into the enlarged garment fabric business
(the “Enlarged Garment Fabric Business”) held
by Texhong Winnitex Holdings Limited (“Texhong
Winnitex”). In the meantime, the Vendors injected
capital of RMB416,165,000 into Texhong Winnitex to
acquire the 20% interests of the Enlarged Garment
Fabric Business.

TEXHONG TEXTILE GROUP LIMITED XRUI#EBEEFRAR

R-Z—NERHA  EXHEHEE-ZT
—NF+ZA=+—RBLEEREN
RERRY B A R # 158,936,000 7T ( — &
—)\4 : AR¥ 156,160,000 7T) °

o BEEER _E-AFENA-+=
B3k I B8R 0.18/8 T (=
T—\F: FF023ET) AR
BE#ER-_T—NF+A+—H=kAE
ER-_E—HFELA-+HBRIK
REMABRES A - FEHREARE
144,887,000 L( —ZT— \F: AR
184,102,000 7T ) i& K A Itk B 755 3% 5% 78
REAE ZBREBFRARAHEZ
—NF+_A=+—BLFEHER
KERBREER -

MRZZE—-—AFEMWA—B A&EBEMH
Winnitex Group Limited } B 3£ & B9 42
BERARTER)WERRKRFSE
— A RIAIB0% HERS o AN B 5L A
AR #1,122,940,000 T 2 R BAE
7 WS BE ¥ AR B PR A &)+ Winnitex
Limited M 4T B X 4 & N2 B R A A
(TEEEE M2 EEE - BE%EE
EEEERDHBEZAERBEREM
Pz IR EE 7S OF A B R LR 3 AR B R
AR ([RITEX D HE 2 EREAER
([BEAEAER]) - R - AKX
B2 A AR 416,165,000 T & & LA
IR BB R E R 375 2 20% #E25 ©



AR S MR RME
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

28.BUSINESS COMBINATIONS (Continued) 28.EH &0 (2)

The particulars of the Target Group are set out as
follows:

Place of
Name of companies incorporation
NEEH & 7 B SZ 3t B
Winnitex Holdings Limited BVI
BEZEREBRAR REBRAES
Winnitex Limited Hong Kong
Winnitex Limited BB
Zhejiang Qing Mao Weaving, Mainland China

Dyeing & Printing Co., Ltd.

AT B KA ENRB R AR T E A

With the acquisition of the Target Group, the Board
believes that the Group will be able to increase its
annual production capacity in woven garment fabric.
This combination will allow quality-driven flexibility
to the fast-paced apparel and technical workwear
businesses and will create synergy benefits for
the Group by leveraging on the well-established
customer base and brand reputation of the Target
Group. The Group’s capability to produce high
quality woven garment fabrics in the PRC, Vietnam
and Nicaragua and its profitability will be significantly
enhanced.

The Group recognized gains of RMB209,019,000
from the acquisition primarily arising from fair value
gains on the underlying land and buildings and the
gains are included in ‘other gains/(losses) - net’
in the consolidated income statement for the six
months ended 30 June 2019.

BRI B REENFBREINMOT

Principal activities
TEXEK

Investment holding company

REZR AT

Sales of woven garment fabrics

5 E R A R

Manufacturing of cotton and cotton
blend yarns, greige, dyed and
finished woven fabrics

SUEMAR A SRR AR - HAh -
RGO

REEUEEEEE E=2HEAEE
PREBTR 2 FERK S - A LER
REFAPHRMEABARBE REZEESE
RS R 2 RS e ST TAEARSE
% UHZERREEZEATEPRLM®
ERE - BARBETERIPRERE - AE
ERPE - BERENNEESEER
BB 2N REBTE N BERE
EFt-

FEEBZSWBEEERAREARE
209,019,000 7T + & 22K 5 #H A + 3t &2
BF 2 A FHERS - BRAKRS AR
EEB-NFRA=THIERBEAZE
BlER [ EftbUas (B18)FEIA -
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The details of the fair value of assets acquired,
liabilities assumed at the acquisition date of the
acquisition is summarized on an aggregate basis as

follows:

Total consideration:

— Cash

— 20% interests of Vietnam and
Nicaragua business

Recognised amounts of identifiable
assets acquired and liabilities
assumed (100% of Target Group)

Cash and cash equivalents

Property, plant and equipment (Note 8)

Right-of-use assets (Note 3(a(i)))

Deferred income tax assets

Inventories

Trade and bills receivables

Prepayments, deposits and other
receivables

Trade and bills payables

Accruals and other payables

Income tax payables

Contract liabilities

Lease liabilities

Deferred income tax liabilities

Total identifiable net assets

Capital injection from non-controlling
shareholders

Non-controlling interests’ 20% share
Gains on acquisition (Note 22)

TEXHONG TEXTILE GROUP LIMITED XRUI#EBEEFRAR

RzWEREE WHEBE  BREEE
KMFrEEREA T EER BN
T

Fair value
at acquisition
date
U B
ZD¥E
RMB’000
ARBTFT
HwRE:
—H4 1,122,940
A INE 3
20% 1z 110,881
1,233,821
PR E R EER
FEREAEZCHRIASE
(B E£E100% )
ReRREEEY 446,154
M - B MR (FiEE8) 527,148
2 A E (FIEE3(a(i)) 191,842
BIEFTS B A E 894
FE 441,191
FEWE 5 K E B 5RIE 143,314
BRRIE  Re Rk
H b FE W R IE 41,102
FERTE 5 R EBKRIA (89,939)
%E}E%%ﬁﬁ&ﬁﬁﬁréﬁm (197,203)
FERTFS (24,042)
AA@EL (8,673)
HEAE (712)
BEFTIST B (& (83,691)
A B EERETFE 1,387,385
PR AR ST &
416,165
1,803,550
JEE VAR 2R ) 20% 17 & (360,710)
U BB EE A e (W&ZZ) (209,019)
1,233,821



AR S MR RME
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

28.BUSINESS COMBINATIONS (Continued) 28.EH &0 ()
Fair value
at acquisition
date
UL B 2
ZAFE
RMB’000
ARBETFIT
Cash and cash equivalents in RETWEKTB AR Z
subsidiaries acquired RENMRSEEY 446,154
Capital injection in cash from FEERIRRMB LT E
non-controlling shareholders 416,165
Consideration for acquisition WESEENERS &N ZRE
settled in cash (1,122,940)
Cash paid on acquisition REEELMZ2HEE (260,621)

Acquisition related costs of RMB890,000 have
been charged to administrative expenses in the
condensed consolidated income statement for the
six months ended 30 June 2019.

The revenue included in the condensed consolidated
income statement from 1 April 2019 to 30 June
2019 contributed by the bundled companies was
RMB452,676,000. The bundled companies also
made profit of RMB66,163,000 over the same
period.

Had the bundled companies been consolidated
from 1 January 2019, the condensed consolidated
income statement would show pro-forma revenue of
RMB10,570,280,000 and profit of RMB537,615,000.

Uk B = TR AR R A AR A R #5 890,000 7T 2
REBEZE_Z—AFAA=+HIEXEA
HEREE RS R ZITHRAS PR -

B-E-NFRMA-RE=T-NF
AA=tA ARARTRESZE
AR A W RORABARSE
452,676,000 7T * A2 7 /MR FIHRER
{8712 A% 66,163,000 T *

WZA N BE —T—hE— A —B#LR
AAERANEE - ERsE KSR BEE
HBEWA AR 10,570,280,000 7T M )%
KA B # 537,615,000 7T ©
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

29.

COMMITMENTS
Capital expenditures at the balance sheet date that
have not been incurred are as follows:

Property, plant and equipment:

Authorised but not contracted for B RE(ERETAY
Contracted but not provided for 23T 4B K&
Total capital commitments BRFESERTE

30.RELATED-PARTY TRANSACTIONS

72

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
B B8

Nantong Textile Group Co., Ltd.

PR BIEREESBEBRAR

Hualida (Vietnam) Garments Limited Company
ERE (B REEEERLQA

Texhong Tan Cang Logistics Joint Stock Company
RITFTERRG AR

Texhong Industrial Park Vietnam Limited

AU TEEEBEAERAT

29 7 iE

REERNERREX (BREE) T

Unaudited Audited
RBERZ BEZ
30 June 31 December
2019 2018
—E—hF —E-N\F
AA=+HB +=ZA=+—H
RMB’000 RMB’000
AREFT ARBTFIT
- 780,177

636,249 591,010
636,249 1,371,187

30.E2EB L R Z

B REEEERFE 4TS

F THBRASETIEEEE

o KB

= @ fWER— TR EEH S

—IREMBREERETEE ST
ﬁ@ié?ﬁ%% AR R RERE DT o

RER HLRES

TMEAR R o

HEASBEETRSNEB W

Associated company
BERT
Associated company
B A )

Joint venture
BERE

A company controlled by the chairman of

the Group

BASE RS 2

TEXHONG TEXTILE GROUP LIMITED XRUI#EBEEFRAR

Relationship with the Group
AL ERF



AR S MR RME
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

30.RELATED-PARTY TRANSACTIONS (Continued)
The Group had the following significant transactions

30.EERB AT NR S
REE AW ETNEAR S R

(A5

and balances with related parties: FRUNR -
(a) Transactions with related parties (a) HEABE IR S
Unaudited
RCEX

Six months ended 30 June
BEAA=THLAEA

2019 2018
—ZE-hF —E-N\F
RMB’000 RMB’000
ARETFT ARMFT
Sales of goods HEER
— Hualida (Vietnam) Garments ~ — #EFI3& (#77) R
Limited Company EFAERAA 4 4
— Nantong Textile Group — FBA IR R E
Co., Ltd. atZ SN YN - 5,085
4 5,089
Purchases of land use rights BB AR
— Texhong Industrial Park — R THEE
Vietnam Limited BRAE] - 68,589
Purchases of goods BEEM
— Nantong Textile Group — BT EE
Co., Ltd. M RER AR 4,442 10,448
— Hualida (Vietnam) Garments ~ — R (#i77) R
Limited Company EEBRAA 714 454
5,156 10,902
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

30.RELATED-PARTY TRANSACTIONS (Continued)
(a) Transactions with related parties (Continued)

74

Purchases of water
— Texhong Industrial Park
Vietnam Limited

Purchases of electricity
— Texhong Industrial Park
Vietnam Limited

Purchases of steam
— Texhong Industrial Park
Vietnam Limited

Purchases of wastewater
treatment service
— Texhong Industrial Park
Vietnam Limited

Purchases of petroleum gas
— Texhong Industrial Park
Vietnam Limited

Purchases of services

— Texhong Tan Cang Logistics

Joint Stock Company

BERAK
— KU T¥E &M
BRAFA

BEE
— R T ¥E @
BRAH

BEER
— RULT %[5 = B
BRAF

BB KER I AR

— RULT %[5 = HiRE
BRRA]

BERAR
— R TXE &
BRAT

BE R
— RECHEDIR
SNl

In the opinion of the Company’s directors and the
Group’s management, the above related party
transactions were carried out in the ordinary
course of business, and in accordance with the
terms of the underlying agreements and/or the
invoices issued by the respective parties.

TEXHONG TEXTILE GROUP LIMITED XRUI#EBEEFRAR

30.LARHE S VR 5 (&)
(a) EEAB AR5 (&)

Unaudited

REER

Six months ended 30 June
BEAA=1THLAEA

2019 2018
—g-n%F —TN\E
RMB’000 RMB’000
ARBFL AR
1,980 976
71,419 43,266
9,480 7,157
2,990 1,859

646 412

30,682 34,453

ARBEERAEENEEERR
PR EBEB NS IR AEE
5B 72 30 B AR 1 48 B 15 = 19 15 3K
R/ REAEEE BN



AR S MR RME
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

30.RELATED-PARTY TRANSACTIONS (Continued) 30.BERAME S R 5 (B)

(b) Balances with related parties (b) EZBAEE 5 HY &8k
Unaudited Audited
RIBEZ KEZ
30 June 31 December
2019 2018
—E-NF T )N\F
AA=+HB +=ZA=+—H
RMB’000 RMB’000

ARETFT ARBFT

Trade receivables FEWE 5 KIE
— Nantong Textile Group — BT EE
Co., Ltd. DBABR AT - 3,147
— Hualida (Vietnam) Garments ~ — fEFI3% (#i7) fR%
Limited Company EFBERAT - 1,984
- 5,131
Trade payables JERTE 5 KIE
— Texhong Industrial Park — R THEE S
Vietnam Limited HRATA 13,718 3,751
— Texhong Tan Cang Logistics ~ — KELFEYR
Joint Stock Company [ &rMNG 1,677 2,106
— Nantong Textile Group — FBA TR R E
Co., Ltd. arZ YN 733 -
— Hualida (Vietnam) Garments ~ — ZE 713 (#iF) fR%E
Limited Company EERRAA - 14
16,128 5,871
Balances with related parties are unsecured, non- BT AR AEERE TR R
interest bearing and are repayable within one RAR—FRNEE -
year.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

30.RELATED-PARTY TRANSACTIONS (Continued)

(c) Key management compensation

Salaries, wages and bonuses

Pension costs (defined
contribution plan)

Other benefits

30.EERB A RS (/)
(c) EREEEFHH

Unaudited
RISER
Six months ended 30 June
BEAA=1THLAEA

2019 2018

—E-NEF —E-)\F

RMB’000 RMB’000

ARBTF T ARBFT

e TARELD 6,313 4,482
BIRES A

(R EHRETED 310 293

HAth 2 F) 34 38

6,657 4,813
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The board of directors of the Company is pleased to
present the unaudited consolidated financial results of
the Group for the six months ended 30 June 2019 (the
“Review Period”) to the shareholders of the Company
(the “Shareholders”). During the Review Period, except
for a decrease in external sales of grey fabrics due to
an increase in grey fabrics used in production of our
garment fabrics, the other business segments recorded
revenue growth. The Group’s revenue increased by
approximately 15.7% to approximately RMB10.19
billion, as compared with that for the corresponding
period last year. However, profit attributable to
equity holders for the Review Period decreased by
approximately 21.8% to RMB471 million, as compared
with that for the corresponding period last year.
Earnings per share also decreased from RMBO0.66 to
RMBO0.51 for the corresponding period last year. The
year-on-year decrease in profit attributable to equity
holders was primarily attributable to our response to the
market demand affected by the trade friction between
China and the United States, during which the Group’s
profitability was affected by its realignment of the
product mix to maintain the utilization rate and sales
volume during the Review Period. In particular, the
gross profit margin of yarns fell to approximately 14.1%
during the Review Period from approximately 18.3% for
the corresponding period last year.

As referred to in the sub-section headed “Management
Discussion and Analysis — Industry Review” set out
in the annual report of the Group for the financial
year 2018, the trade friction between China and the
United States have culminated uncertainties that
have completely dominated the market demand and
sentiment of the Chinese textile industry during the
Review Period.
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According to the statistics from the National Bureau
of Statistics of the PRC, between January and June
2019, enterprises with a sizeable capacity in the
textile industry recorded an aggregate revenue of
RMB1,235.44 billion from their principal activities,
representing a year-on-year growth of 2.7%. Total
profit for the industry amounted to RMB48.37 billion,
representing year-on-year decrease of 0.1%. From
January to June 2019, fixed asset investments in the
textile industry in the PRC amounted to RMB314.0
billion, representing a year-on-year decrease of 0.3%.

According to the statistics from the General
Administration of Customs of the PRC, between
January and June 2019, the aggregate export of textiles
and garments was US$124.231 billion, representing a
decrease of 2.37%. Among these exports, US$58.620
billion was attributable to textiles and US$65.611 billion
to garments, representing an increase of 0.66% and
a decrease of 4.93% respectively. With respect to
production volume, between January and June 2019,
yarns, fabrics and synthetic fibre production amounted
to 13.430 million tonnes, 22.80 billion metres and
28.037 million tonnes respectively, representing a year-
on-year decrease of 19.76%, decrease of 14.67% and
increase of 13.92% respectively.

According to the statistics from Vietnam Customs,
between January and June 2019, the export volume
of yarns and staple fibre manufactured in Vietham
increased by 9.3% to 795,000 tonnes, representing a
growth of 1.9% in revenue to US$2.029 billion, while
garments exports increased by 10.3% to US$15.092
billion.
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Currently, the Group’s revenue is mainly derived
from sales of yarns, the percentage of which as of
the Group’s total revenue decreased in contrast to
the development of the midstream and downstream
business segments. During the Review Period, revenue
from sales of yarns increased by approximately
5.7% to approximately RMB7.73 billion, however its
percentage of the total revenue of the Group declined to
approximately 75.8% from approximately 83.0% for the
corresponding period last year. As for the midstream
and downstream business segments, sales of woven
fabrics witnessed the fastest growth with sales revenue
exceeding RMB1.2 billion, representing a year-on-
year increase of 2.9 times. This is mainly attributable
to the acquisition of the trading business of fabrics in
North America in the second half of 2018, as well as
the business consolidation that took place in April 2019
following completion of the acquisition of Winnitex
Limited and Zhejiang Qing Mao Weaving Dyeing &
Printing Co., Ltd. (collectively “Winnitex Group”) by the
Group. Despite a satisfactory growth in the midstream
and downstream business segments of the Group,
there remains room for further improvement in sales
and profitability.

Yarn operation

During the Review Period, the Group’s production
volume and sales volume of yarns amounted to
approximately 366,000 tonnes and approximately
335,000 tonnes, respectively, representing an increase
of 7.97% and 5.91% respectively as compared with the
corresponding period last year. Due to the trade friction
between China and the United States, the yarn market
sentiment witnessed significant fluctuations during the
Review Period, which required the Group to realign its
product mix in a timely manner to accommodate market
demands and therefore we are unable to implement the
original production plan with the ideal product mix. This
has not only affected the production volume and sales
volume, but also affected the profit margin. During the
Review Period, the gross profit margin of yarns was only
14.1%, down by 4.2 percentage points as compared
with that of last year.
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Grey fabrics operation

During the Review Period, the Group’s sales volume
of grey fabrics amounted to approximately 37.5 million
metres, representing a decrease of approximately
15.2% as compared with the corresponding period
last year. The decrease in sales volume was mainly
attributable to an increase in usage of grey fabrics for
production of our garment fabrics to approximately
13.6 million metres during the Review Period from
approximately 7.8 million metres for the corresponding
period last year. However, the impact of the trade
friction between China and the United States also
caused grey fabrics to drop in both external sales
volume and profit margin. During the Review Period, the
gross profit margin slightly decreased to approximately
15.3% from approximately 15.6% for the corresponding
period last year.

Woven fabrics operation

Due to the acquisition of the trading business of
fabrics in North America in the second half of 2018,
as well as the business consolidation in April 2019
following completion of its acquisition of the woven
fabrics business of Winnitex Group, the sales volume
of self-produced and trading woven fabrics amounted
to approximately 41.3 million metres and 21.7 million
metres respectively. The sales revenue of woven fabrics
has exceeded RMB1.2 billion, representing an increase
of approximately 2.9 times as compared with the
corresponding period last year. The gross profit margin
substantially increased to 13.1% for the Review Period
as compared with 2.8% for the corresponding period
last year, mainly driven by a higher gross profit margin
in the business operations of Winnitex Group. Despite
the overhanging trade friction between China and the
United States, there was no significant impact on the
sales volume and profit of Winnitex Group resulting
from its development of premium garment fabrics and
strong vertically integrated production capacity. In terms
of stability, this business segment has significantly
outperformed other business segments of the Group.
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Knitted fabrics operation

Growth in orders received for knitted fabrics slowed
down due to unsatisfactory sales orders and
performance at the PRC factory, during which, the gross
profit margin also faced pressure. During the Review
Period, sales revenue amounted to approximately
RMB402 million, representing an increase of 2.8% as
compared with the corresponding period last year, while
the gross profit margin weakened to approximately
10.8% from approximately 14.5% for the corresponding
period last year.

Jeanswear operation

The revenue of the jeanswear business grew to
approximately RMB511 million, representing an
increase of 30.4% as compared with that for the
corresponding period last year, with an increase in
terms of sales volume and product selling prices. The
gross profit margin rose to approximately 7.1% during
the Review Period from 2.8% for the corresponding
period last year. However, the quality of orders and the
production efficiency have to be further improved.

The operating data of the Group’s products is set out
below:

Stretchable core-spun yarns BB ER
Other yarns Hib#h g
Stretchable grey fabrics i Wbl
Other grey fabrics H AR
Woven garment fabrics BEmE R
Knitted garment fabrics E AR E R
Jeans 1148

Total 5

SR A E

HEENAREERPETHEETIES
BHFIERREE  ENEHREIE -
EEANHERANARE4.02157T
EFREAEEIN2.8% @ EFXRBIREER

H#)14.5% 55547 10.8% ©

HFRERE

FHREXBURAT L EFRBER
304%EMNARESAMEL  HREEER
EmHEERT S 9AMEN - EFERY
EFRHMN2.8%EMERERANLT7.1%
BATBEMNES REEREEGRFREM -

REBERNKZBEMT

Revenue
from
January to
June 2019
—E-hEF
—RAZXA
0L ON
RMB’000
ARBF T

3,885,272
3,844,737
277,274
63,723
1,207,246
401,947
511,267

10,191,466
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Revenue
from
January to
June 2018
—F-N\F
—RERA
B A
RMB’000
ARMBTFIT

3,866,900
3,447,004
306,082
99,040
309,232
391,052
392,210

8,811,520

Revenue
change
LN
25

0.5%
11.5%
-9.4%
-35.7%
290.4%
2.8%
30.4%

15.7%
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EERRES M
MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW (Continued) ¥KEE(E)
Sales volume Selling price Gross profit margin
HE &E ERI%
Januaryto  Januaryto Januaryto  Januaryto Januaryto  Januaryto
June2019  June2018  June2019  June2018  June2019  June 2018
“E-AE —T-)\f ZB-AF ZT-/\f ZB-hfF ZT-)\fF
-ZX —ZXA —-ZXA —ZxA —ZXA —ZXA
Stretchable core-spun yarns BHRLHR
(Tonne/RMB per Tonne) (i A\EHBSH) 163617 162,650 23,746 23773 14.8% 18.4%
Other yams (Tonne/RMB per Tonne)  Efti 40 (18 / AR & 5H) 71,7117 153,958 22,390 22,389 13.4% 18.2%
Stretchable grey fabrics ENRA
(Million metres/RMB per metre) (BBX/ARBER) 293 318 9.5 96 15.0% 14.2%
Other grey fabrics Hib
(Million metres/RMB per metre) (BBX/AREEX) 8.2 124 78 80 16.9% 19.9%
Woven garment fabrics BEEE
(Million metres/RMB per metre) (B8 ARESKX) 63.0 21.2 19.2 14.6 13.1% 2.8%
Knitted Garment fabrics Eay A
(Tonne/RMB per Tonne) (%,/ \RESH) 8,376 8406 47,988 46,521 10.8% 14.5%
Jeans (Million pairs/RMB per pair) {7 (BEE/ ARESE) 9.1 84 56.2 46.7 74% 2.8%

The overall gross profit margin of the Group decreased
from 16.8% for the six months ended 30 June 2018 to
13.5% for the six months ended 30 June 2019. The
decrease of gross profit margin was mainly due to the
decrease of the gross profit margin of the yarn business.

Cost of sales increased by 20.1% to RMB8.81 billion
when compared with the corresponding period last
year mainly due to the increase in sales of yarns and
garments fabrics. The cost of raw materials accounted
for about 75.9% of the total cost of sales for the six
months ended 30 June 2019. Cotton is one of the
Group’s major raw materials, accounting for about
56.8% of the total raw material costs.

HE-_Z-AFNA=1tHIX AR K
EEZERBENEREBEE_F—/\F A
=+ BN E A 16.8% 5 4 & 13.5% ©
ERRFLEBERYBREBEOEF R
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— (G RM B A B EEX) 56.8% ©

82 TEXHONG TEXTILE GROUP LIMITED XRUI#EBEEFRAR



EEBRE S
MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW (Continued)

The breakdown of the Group’s cost of sales for the six
months ended 30 June 2019 as compared with the
cost of sales for the six months ended 30 June 2018 is
shown below:

Consumables
JHFESR

Others
iy

JHFEm

2.3% 2.0%

Consumables

FHBERE(E)
(Z-E-NFRA=ZTHIEREARSE

BHERAEBE T \FRA=1H

LE7]E A B 88 & P A LEERHI BRI R AA TS

Others
Hity

— 1.2%
Utilities
&7 KRR
6.2%

Utilities
B0 RiRE

5.8%

1.1%

Depreciation
-]

3.6% 3.9%

Depreciation
&

Direct Labour
HETH

10.8% 10.6%

Raw Materials

75.9% 76.6%

January to June 2019
ZE-hF-EXRA

The Group will continue to implement its established
corporate strategies, optimise its product mix and
develop new products that address market trends and
needs. In addition, the Group will also enhance the
level of vertical integration among the various business
segments, promote diversified business development
and further improve its financial performance.

Direct Labour
HETHE

"w
P

Raw Materials
BRIEL

January to June 2018
—B-\E-EXA

REBEKBENTEERLERRR - BILE
mAE  REDEMEBBNFENTE
fh o BEAN - REEA IR S X RAESR
BEANWNE  REXBAZTICERNE
—PREREENPHERR -
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The Group has continued to strengthen cooperation
with Lenzing Fibers, the manufacturer of TENCEL®
lyocell fibre and Modal® fibre in order to build a long-
standing strategic partnership, using innovative fibre
technologies to produce trendy functional yarns to
tap the differentiated high-end market. The Group
has reinforced its cooperative relationship with Toray
International, Inc. of Japan, with the aim of expanding
the cooperation from the yarn business to its denim
garment business. In addition, in response to market
demand, the Group’s yarn research and development
centre in Xuzhou and the fabric development team of
Winnitex Group have been raising product quality and
continue to develop products in order to maintain its
leading position in the industry, as well as satisfying
customers’ demand for diversified and high-end
products.

The Chinese textile market has been the major market
for the Group, accounting for 69.2% of total sales for
the six months ended 30 June 2019. The percentage
of Group’s exports has experienced noticeable growth
due to acquisition of textile trading companies in
North America in the second half of 2018, as well as
incorporation of the original export operation of Winnitex
Group to the Group in 2019. The ten largest customers
of the Group for the six months ended 30 June 2019
accounted for 15.3% of the total revenue.

As at 30 June 2019, the Group had an aggregate
of approximately 2.22 million spindles and 1.47
million spindles located inside and outside of China
(mainly located in Vietnam), respectively. In addition,
approximately 380,000 spindles are under construction,
among which, approximately 240,000 spindles are
located in China, while the remaining approximately
140,000 spindles are located in Vietnam, Turkey,
Mexico, and Nicaragua. As the process and outcome
of the trade negotiations between China and the United
States would both have an impact on the Chinese
textile market, it is expected that the annual sales of
yarns for 2019 will remain within the volume of 720,000
tonnes anticipated at the beginning of the year despite
the Group’s continued expansion of the yarn production
capacity during the second half of 2019.
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In response to uncertainties brought by the trade friction
between China and the United States, the Group will
persist in the development of internationalisation and
vertical integration. Yarn production facilities to be
constructed outside China will directly cater for the
overseas market. Fabrics facilities integrated with the
production processes of spinning, weaving and dyeing
will be completed in Vietham and Nicaragua. These
initiatives will effectively mitigate or avert the impact
brought by the trade friction between China and the
United States, while vertically integrated production of
fabrics, or even including garment production, will uplift
the overall profit margin and further stabilise profitability,
diminishing the impact from the pricing fluctuation
of the raw materials. Furthermore, the Group will
increase use of synthetic fibers commensurate with the
growing market demand, in which case, use of cotton
will decrease thereby reducing the impact brought by
the pricing fluctuation of cotton on profitability. In the
second half of 2019, the Group will also restructure
the knitted fabrics management team to enhance the
business efficiency and capacity so as to fully utilise
domestic production capacity to boost sales revenue
and profit of knitted fabrics in the domestic market, as
well as preparing for the expansion of its knitted fabrics
operation in Vietnam.

On 12 July 2019, the Group was again named among
the “Fortune 500 Chinese Companies 2019,” and ranked
third by the China Cotton Textile Association among
cotton textile enterprises in terms of competitiveness,
a strong endorsement of its continuously expanding
business and proven business model. The Group will
continue to work tirelessly, putting forth its best effort, to
bring long term and sustainable returns to Shareholders.

REHDEE HERMTGROTHEE]
AEEBRSERCREXREES — B
RS  RPBEAIMNERERY RE
EEMEREEENTS  AREBREK

FEpnfr e A R AR =8 —EF A&
EmEE *EEE&HWJ&&@%
BHBEEMTROTE S HHEEBRE

—mmm@ﬂgiﬁw#mié G

ERABX EAARE-TREFE R
LZRMBAERRBNTE - B A&

B 1) N a4 R L Dl i BE 2 T 5 B K
ERMILI - BARLIRE T REMRIEE
FAEL DI T BUR AR TE B AR R B & AR &
BROTE AKEIER_FT—NEFT
FESRIHMEAEIREE - LIRS E
WHANRHETSEE ) - UFEDFIBENERESR
Tt e B B P s A T A RO 8 B A e R
I A FE L R T S A R SR TS O 2 o

“E-AFtEtRA+TZH AEHERE
ZIBEBRMENE —(MEME)Z=
—NEFESL008P1TH - BAEARSE
B T B RS 2R R - AEEBE
TESBHERNEERF IR 2ESE
=% BSEBES TR BHRKRR
TR EE AR @ o

2019 INTERIM REPORT =2 — A& 85



Liquidity and financial resources

As at 30 June 2019, the Group’s bank and cash
balances (including pledged bank deposits) amounted
to RMB1,966 million (as at 31 December 2018:
RMB1,200 million). The decrease in pledged deposits
was mainly attributable to the decrease in borrowings
for financing the raw materials purchases.

As at 30 June 2019, the Group’s inventories increased
by RMB488.9 million to RMB5,700.2 million (as at
31 December 2018: RMB5,211.3 million), and trade
and bills receivables decreased by RMB149.8 million
to RMB1,633.9 million (as at 31 December 2018:
RMB1,783.8 million). The inventory turnover days and
trade and bills receivables turnover days were 111
days and 30 days for the Review Period respectively,
as compared to 101 days and 32 days for the year
ended 31 December 2018 respectively. The increase in
inventory turnover days was mainly due to an increase
in the closing amount of inventories caused by the
acquisition of Winnitex Group. The trade and bills
receivables turnover days was slightly lower than that
of the corresponding period last year. Trade and bills
payables increased to RMB4,054.0 million (as at 31
December 2018: RMB3,522.7 million). The increase
was mainly due to increase in purchase of raw materials
and equipment.

As at 30 June 2019, the Group’s borrowings increased
by RMB692.4 million to RMB7,820.2 million (as at 31
December 2018: RMB7,127.7 million), which were
mainly due to the financing for increased capital
expenditures for the new production capacity.
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EERBRE S
MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW (Continued)

Liquidity and financial resources (Continued)

As at 30 June 2019 and 31 December 2018, the
Group’s key financial ratios were as follows:

Current ratio POEI RS
Debt to equity ratio’ BERERL R

Net debt to equity ratio? B FREES R

' Based on total borrowings over total equity attributable to
shareholders

2 Based on total borrowings net of cash and cash equivalents
and pledged bank deposits over total 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 bank 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.

B RS B8 (42)

REBESRUKER(E)
RZBE—NFARA=ZFTHEZZT—N\F
TZA=+—B  XEBZETERBLE
m

As at As at

30 June 31 December
2019 2018
R-ZB—hF R-TB—N\F
AB=tH +ZA=+—H
1.33 1.39

1.11 1.06

0.83 0.88

' REERRREGESAE

2 BEERREMREFEMRCEMRRTE
HERBCR (S S

S EE L B

AEETRATERBEZE - AEEX
ARG BERABAARERETR
1B - SMER R AT ALK B R HRBIN E R
MEXES CEHERBENBERKREF
e AREFEEINERRERREE
AT KRB TTAHE R SRITIE B R RE R EE
B - AEBEETERRT RENBEE

SNER BRI E LA IR HAMNEE B o
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Foreign exchange risk (Continued)

To mitigate the depreciation risk of RMB, the Group
has purchased a suitable amount of currency option
contracts and currency swap contracts so that the
currency exposure is hedged against. As at 30 June
2019, as bills payable represent the liabilities due
within six months and the amount keep changing over
time, the relevant currency exposure was partially
hedged by the foreign currency option contracts, while
the unhedged exposure amounted to approximately
US$37.5 million. As for the currency option contracts
entered into for the loans, contracts of approximately
US$78 million were hedged at a upper limit exchange
rate of US$1 to RMB7.0, while there was no upper
limit for the remaining contracts. As for contracts with a
upper limit exchange rate, where depreciation of RMB
exceeds the maximum level, the Group continues to
account for the related foreign exchange risks. The
Group will continue to enter into the relevant currency
option and swap option contracts so that the currency
exposure arising from borrowings denominated in
foreign currencies can be minimized.

Capital expenditure

For the six months ended 30 June 2019, the capital
expenditure of the Group amounted to approximately
RMB1,122 million (for the six months ended 30 June
2018: RMB794 million), which was mainly related to
the production capacity of yarns and fabrics under
construction in the PRC, Vietnam, Nicaragua and
Turkey during the Review Period.

Gain on acquisition of subsidiaries

For the Review Period, the Group recorded a gain
on the acquisition of subsidiaries of approximately
RMB209.0 million in relation to the acquisition of
Winnitex Group which the completion took place in
April 2019. Please refer to the announcement of the
Company dated 10 December 2018 for further details.
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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 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, Vietham. The 2016 Facility shall
be fully repaid in April 2023 and is guaranteed by the
Company.

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 2016 Facility Agreement.

Pledge of assets

As at 30 June 2019, the Group’s machinery and
equipment with a net book amount of RMB763.9 million
(as at 31 December 2018: RMB834.9 million) and
inventories with a total amount of RMB2.74 million (as at
31 December 2018: nil) were pledged to secure for bank
borrowings for the purposes of the capital expenditure
and working capital respectively. No bills receivable and
bank deposits has been pledged as at 30 June 2019 (as
at 31 December 2018: RMB97.5 million and RMB68.5
million respectively were pledged).
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Human resources

As at 30 June 2019, the Group had a total workforce
of 43,018 employees (as at 31 December 2018:
38,076 employees), of whom 21,048 employees were
based in the regional headquarters in Shanghai and
our manufacturing plants in Mainland China. The
remaining 21,970 employees were stationed in regions
outside Mainland China including Vietnam, Cambodia,
Nicaragua, North America, 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, stable
dividend payout ratio of about 30% of the Group’s
net profit for the year attributable to owners of the
Company, providing our Shareholders with reasonable
returns. The Board has resolved to declare an interim
dividend of 18 HK cents per share for the six months
ended 30 June 2019 to Shareholders whose names
appear on the register of shareholders of the Company
in Hong Kong on 25 September 2019.

Closure of register of members

The register of members of the Company will be closed
from 23 September 2019 to 25 September 2019, 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 11 October 2019),
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 2103B, 21st Floor, 148
Electric Road, North Point, Hong Kong no later than 4:30
p.m. on 20 September 2019.
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Purchase, sale or redemption of the listed securities
of the Company

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 2019.

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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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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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW (Continued) =]
Share options (Continued) E%%E (A2 ~H=+ N
During the six months ended 30 June 2019, movements $§<ﬂ§j§@{i*ﬁ'%%/ b g %H"ég’iég@%u
q . K R al 8)1X Y RE X V=
of the share options granted under the Share Option W :
Scheme are summarised as follows:
Number of share options
BREBA
Granted  Exercised Lapsed  Cancelled
Closing price duringthe  duringthe  duringthe  during the
per Share Outstanding ~ sixmonths  sixmonths  sixmonths  six months  Outstanding
immediately Exercise asat ended ended ended ended asat
List of before the price 1 January 30 June 30 June 30 June 30 June 30 June
grantees Date of grant (Note) Exercise period date of grant per share 2019 2019 2019 2019 2019 2019
RBZE RBE RBE WBE
SERE R=B-AE ZB-hnF ZB-AF ZB-AE  ZB-AE RZE-nE
~ AHATZ ~ -B-A AR=tAL AA=tAL AA=tHL AA=tAL #~A={A
RRALE REAM(NE)  TEE §EW$M §Ehﬁg *€  AEARY ABAGTE  AEAKM  ABARS KT
%x BT
Directors
iz
Mr. Tang Daoping 23 March 2015 1 January 2016 t0 22 March 2025 8.27 8.70 670,000 - - - - 670,000
%ﬁ¥%$ —T-8% B NEA-
=A=+=A - ey o =
2 March 2015 1 January émé to 22 March 2025 8.27 8.70 670,000 - - - - 670,000
%= —%- ES
=A=t=A ZEoRFEACHC
23 March 2015 1 January 2018 to 22 March 2025 8.27 8.70 660,000 - - - - 660,000
—F-5% —A-RZ
=A=1=H S -y -
2,000,000 = = = = 2,000,000
Mr. Hui Tsz Wai 23 March 2015 1 January 2016 to 22 March 2025 8.27 8.70 1,000,000 - - - - 1,000,000
Higg-vix3 —T-5% 2 \5-A-RZ
Ef=ER ~2-RF-A-t-A
23 March 2015 1 January é01; 0.22 March 2025 8.27 8.70 1,000,000 - - - - 1,000,000
% - BZE
=A-t=H “B-RESA-tCR
23 March 2015 1 January 2018 to 22 March 2025 8.27 8.70 1,000,000 - - - - 1,000,000
—F-1% —\5-A—-AZ
=A=1=H “2-5EA-1-8
28 December 2015 1 January 2017 5.84 570 300,000 - - - - 300,000
to 27 December 2025
“E-1F “T—+E-A-HZ
TZAZHNB  ZECRET-A-TR
28 December 2015 1 January 2018 to 5.84 570 300,000 - - - - 300,000
27 December 2025
—2-1% —Z-\5-A-HE
TZA-tNB  ZE-REFT-A-ftAH
28 December 2015 1 January 2019 to 5.84 5.70 300,000 - - - - 300,000
27 December 2025
—2-1f “2-hE-A- H
TZA-tN\B  ZECRFT-A-ttAE
28 December 2015 January 2020 to 5.84 570 300,000 - - - - 300,000
27 December 2025
—F-1f “2-35-A-RZ
t-R-NE B FET-A-tiA
28 December 2015 1 January 2021 to 5.84 570 300,000 - - - - 300,000
27 December 2025
-1 %
- ﬁ +P 12 el H +tE
4,500,000 - - - - 4,500,000
Total 6,500,000 - - - - 6,500,000

Note: The vesting period of the share options is from the date
of grant until the commencement of the exercise period.

HfRmAL -

2019 INTERIM REPORT

BREZSBHARE AREEETT

—EB-APRERE

3

93



Hth&#
ADDITIONAL INFORMATION

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN

THE SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATION

As at 30 June 2019, 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

EERTRARNA D R A B L E
2R - HEARDREEE 2 EERKR

RZZE-—NFRA=ZTH ARREES
NATB AN AR R R AR EE (EE
RBEBEOFESNEEZFRAEGRD(TE
FREE GO D EXVER) B - B
I RE#EZTEEREZE S RPEERGIE
35215 MHEMNARBRTHFE 2 ELM
NziEmlORR  EMRE EmRRA
HLEMRARERETESFXHRETAIR

notified to the Company and the Stock Exchange  EZEBAMAR A NI 2T MAR N
pursuant to the Model Code for Securities Transactions T :
by Directors of Listed Companies contained in the
Listing Rules, were as follows:
Number of  Approximate
Name of Group ordinary percentage
member/associated shares of
Name of directors corporation Nature of (Note 1) shareholdings
of the Company REERERAR/ interest EERYA LA R AE
ADRESRA HBEE SR BEME (it 1) Bk
Mr. Hong Tianzhu the Company Interest of controlled 544,742,400(L) 59.53%
HRMEE VAYNG] corporation(s) (Note 2)
P AR R (Hfit2)
the Company Beneficial owner 5,400,000(L) 0.59%
NG EREAA
Mr. Zhu Yongxiang the Company Interest of spouse 219,900,000(L) 24.03%
FOKHEERAE ARAF] FefB s (Note 3)
(H1a23)
Mr. Tang Daoping the Company Beneficial owner 2,580,000(L) 0.28%
ZBERE RAE] EnBEAA (Note 4)
(it 4)
Mr. Hui Tsz Wai the Company Beneficial owner 4,500,000(L) 0.49%
FFEEE VNS EREEA (Note 5)
(Hfats)
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ADDITIONAL INFORMATION

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.

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.

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 Ms. Zhao
Zhiyang 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 Ms. Zhao
Zhiyang through Wisdom Grace Investments Limited. Mr.
Zhu Yongxiang is the spouse of Ms. Zhao Zhiyang. Under
the SFO, Mr. Zhu Yongxiang is deemed to be interested in
the same number of shares in which Ms. Zhao Zhiyang is
interested. Mr. Zhu Yongxiang is a director of Wisdom Grace
Investments Limited and Trade Partner Investments Limited.

These interests include 2,000,000 share options granted to
Mr. Tang Daoping pursuant to the share option scheme of
the Company.

These interests represent the share options granted to Mr.
Hui Tsz Wai pursuant to the share option scheme of the
Company.
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ADDITIONAL INFORMATION

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

So far as the Directors are aware, as at 30 June 2019,
the interests or short position of the persons other than
a Director or chief executive of the Company in the
Shares or underlying shares of the Company which

FERREAQARS - HEAROKEE

HZEBRAR

REZRAE R-ZE-NEFXA=+
B - RARR D AR EERE
B MR IR D) 5 336 IR 4L N AR FA
THREZBRMAZERIRBNAL(E

were recorded in the register required to be kept by the

Company pursuant to Section 336 of the SFO were as

follows:

Ordinary Shares of the Company:

Name of the
substantial shareholders

TERRHE BB

New Green Group Limited

Trade Partner Investments Limited

Wisdom Grace Investments

Limited

Texhong Group Holdings Limited

Ms. Ke Luping
AR 22+

RABZEEZLTRARBINWT

NN 3 YD
Approximate
Number of  percentage
ordinary of
Nature of shares shareholding
interests (Note 1) BARRE
ERME ZEREE BO
(Mt 1)
Beneficial owner 392,842,400(L) 42.93%
=B A (Note 2)
(Miz2)
Interest of controlled 151,900,000(L) 16.60%
corporation(s) (Note 3)
FREESDEARER (Btat3)
Beneficial owner 151,900,000(L) 16.60%
EnBEEA (Note 3)
(Btat3)
Beneficial owner 68,000,000(L) 7.43%
ERBEEA (Note 4)
(it 4)
Interest of controlled 151,900,000(L) 16.60%
corporation(s) (Note 3)
FriEdlE AR (M7E3)
Interest of controlled 544,742,400(L) 59.53%
corporation(s) (Note 2 and 3)
FEESE AR (Mtat2 & 3)
Interest of spouse 550,142,400(L) 60.12%
BofB i (Note 5)
(Hizs)
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ADDITIONAL INFORMATION

SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES OF
THE COMPANY (Continued)

FERREAXQARS

HEERRE (E)

AR K EE

Approximate

Number of  percentage

ordinary of

Name of the Nature of shares shareholding

substantial shareholders interests (Note 1) BARRE

TERREE BB BEME ZEREE BoL
(Mfaz 1)

Ms. Zhao Zhiyang Interest of controlled 219,900,000(L) 24.03%
HEHLZ L corporation(s) (Note 6)
PRz E AR s (Htte)

Mr. Hui Ching Lau Interest of controlled 55,058,000(L) 6.02%
FBRAEE corporation(s) (Note 7)
Pz E AR R (M1 7)

Event Star Limited Beneficial owner 55,058,000(L) 6.02%
BEamEAA (Note 7)
(Ktat7)

Notes: Hfat -

1.

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 Ms. Zhao
Zhiyang through Wisdom Grace Investments Limited. Under
the SFO, each of Mr. Hong Tianzhu, Ms. Zhao Zhiyang,
New Green Group Limited and Wisdom Grace Investments
Limited is deemed to be interested in all the Shares held by
Trade Partner Investments Limited.

1.

2.

2019 INTERIM REPORT

LI RRZALTRBRODZHFE -

#Z %392,842,400/% & 5 LANew Green
Group Limited ( & & # 2 % 17 R & &
Texhong Group Holdings Limited E#5 A&
HERRNEFABEREEREDIER) BE
RIEAE=EA AETT - RIBEFSH KKK
| - Texhong Group Holdings Limited 5 it X
5 A 193048 A7 New Green Group Limited
BB ZAERM L ERER -

#% % 151,900,000 f% i 17 LA Trade Partner
Investments Limited ( H & 2 2 % 17 i &~
(ot R M %k £ (& B New Green Group
Limited) } i 7545 22 + (& i Wisdom Grace
Investments Limited) 9 5l & 25 # & 57.44%
K4256%) BB RIEABTHEAEATRL - 1R
BESREEED  AXNEE  BEBL
+ + New Green Group Limited & Wisdom
Grace Investments Limited 5 5l % 18 A& 7
Trade Partner Investments Limited #5742 Ft
BERMIEERER ©
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ADDITIONAL INFORMATION

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 Ms. Zhao Zhiyang. Under the SFO, Ms. Zhao Zhiyang 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. 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 Ms. Zhao
Zhiyang 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 Ms. Zhao Zhiyang
through Wisdom Grace Investments Limited.

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 Review Period, the Company had
complied with the Code Provisions.
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FTERREXQATRY HERORER

BZERRRE ()

Mfet - (&)

4. % %68,000,000f% % {5 LAWisdom Grace
Investments Limited (£ 2 &5 3617 A% A8 #
,u%ﬁia %ﬁ)%%&ﬁﬂ%;ﬁn%ﬁ/\

B o BIBEFFRBE KM - MEBLLTH

ﬁ /& 5 Wisdom Grace Investments Limited
BEZRAERNDEAERER

5. MASER T RHRMELEZRE - REFESH
MR GS) AR L RE AR HRIE
EEERBRREEE 2 RN EHEER -

6. #% %219,900,000/% A% 5  68,000,000A% LA
Wisdom Grace Investments Limited (£ % & 2 %
TRABHEEBX T ERER) BERERIEAR
HEa=A AEE & 151,900,000 A% LA Trade
Partner Investments Limited (#4545 22 + &
i Wisdom Grace Investments Limited & #=
BEHESHEHEITRAN42.56% B ) B&
RIERB=HEA AT °

7. #%%555,058,000 Hﬁﬁ%’ﬁl«l Event Star Limited
ZEREREAEEEANERL  MZARH
FFBMAE100% 2 H] - RIEFES MAEK
Bl - FFIE M T £ 415 AR Event Star Limited
REZERGTHHEEER

RER
AEB-BEHRNBFEKTFLEEER
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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.

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 this interim report and the unaudited
condensed consolidated financial statements of the
Company for the six months ended 30 June 2019.

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.

ARBERMN—EBERBETERC LT
MADMSE T ERAREFETESFRD
iR se B ([KCIREST A ) PRt BRI E =
EBHFZXHRELYNTHTA - EARF
FRIERR  2RESERRSFEREH
WE 8 sFRAE ST RI) A PR EE R E 2E B &
EREEESFRZINTRATA -

ARABERLEREZR S  ZZEEH=
EBIIFFRITERMAM - BT RERE
P A RIZEREIR - TRIBELER
EREZEGLIRE BERZEGMEMNE
RBETECTREN) - BEZREEAR
EHAREBEAKE 2 MBEREF KA
EEGE YREFSRUEILERRE
N

EREZESCHEEER L EMASH
BERKRBDBE_ZT-—NAFA=1H
WEARERA 2 RIEEZEREGRE W HBIRK -

ExeHMZE e dARMAELE(ZER
HOTBES) R=RBIUFNTEST RIE
4 FE BB RRERBEER - T
RIBEARFMWNEESIR - HFMEES
B EBENTACTAR) - HMZE S
IZEERITAEEEERSAETEEDN
AEMESBERRERE REESREER
KAERE
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ADDITIONAL INFORMATION

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, 23 August 2019
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