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Corporate Information
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Board of Directors
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Corporate Profile
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Based in Shaanxi Province of the PRC, Golden Shield Holdings
(Industrial) Limited (the “Company”) and its subsidiaries (the “Group”) is
principally engaged in the production and sale of cotton yarn and grey fabric
in the PRC. With production facilities located at Jing Yang Country (%[5 %)
and Dali County (KZ8) in Shaanxi Province, the Group presently has
installed approximately 156,300 spindles for cotton yarn production and
approximately 1,039 units of shuttle loom for grey fabrics production.

Currently the Group offers 11 types of cotton yarns and 19 types of grey
fabrics to its customers. The Group’s products have difference applications in
textile and garment products such as beddings and clothings. The existing
customer group includes fabric weaving mills, dyeing factories, textile and
garment manufacturers and the customer base of the Group has spread
across 12 provinces and municipalities in the southern and eastern regions of
the PRC including major garment and textile production bases such as
Jiangsu, Zhejiang, Fujian, Guangdong and Shaanxi provinces.

In order to capture the market demand and enjoy the benefit derived from
economies of scale, with the management’s extensive experience in the
textile industry, the Group has acquired production facilities and factory
premises of insolvent state-owned enterprises from local governments in the
PRC in open tenders, which are enhanced to meet the Group’s production
needs. Since the commencement of acquiring insolvent factories in 2001, the
Group has successfully acquired and enhanced production facilities of three
bankrupt state-owned cotton textile factories. The Directors consider that this
expansion approach allows the acquired production facilities to start
operation within a shorter time frame when compared to establishing a new
production plant.

To maintain the competitiveness of the Group, the Directors have put
significant emphasis on product introduction and production technology
development. A new production plant of the Group at Yongle Town, Jing
Yang County, Shaanxi Province, the PRC (the “Yongle Production Plant”),
commenced trial run in January 2010, and was in commercial-scale operation
in March 2010. Yongle Production Plant is equipped with automated facilities
and is capable of producing a variety of combed cotton yarn products to
cater for different needs of the customers. For the year ended 31 December
2010, Yongle Production Plant generated revenue by sale of combed cotton
yarn products of approximately RMB70.84 million, representing approximately
10.0% of the Group’s revenue for the year.

With quality lint cotton supply from Xinjiang, the Group is able to deliver its
products in good quality and at competitive pricing and develop itself as one
of the key cotton textile product suppliers in the north-west region of the
PRC.

Golden Shield Holdings (Industrial) Limited Interim Report 2011
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The Group was successfully listed on the main board of the Stock
Exchange on 14 July 2011.

Revenue was approximately RMB425.4 million, representing an
increase of approximately 26.3% over the same period of last year.

Gross profit was approximately RMB82.6 million, representing an
increase of approximately 9.0% over the same period of last year.

Net profit attributable to equity holders of the Company was
approximately RMB48.8 million, representing an increase of
approximately 2.9% over the same period of last year.

Net profit margin decreased 2.6 percentage points from approximately
14.1% for the six months ended 30 June 2010 to approximately 11.5%
for the six months ended 30 June 2011.

Basic earnings per Share was approximately RMB6.5 cents
representing an increase of approximately 2.9% over the same period
of last year.

The Board does not recommend the payment of any interim dividend
for the six months ended 30 June 2011.

Financial Highlights
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Management Discussion and Analysis

TR AR AT

The board of directors (the “Board”) of the Company is pleased to announce
the unaudited interim results of the Group for the six months ended 30 June
2011 (the “Period Under Review”) together with comparative figures for the
corresponding period in 2010. This is the Group’s first results report issued
publicly after the Listing on 14 July 2011.

Industry Overview

Compared with the corresponding period in 2010, there was improvement in
the PRC economy in terms of domestic demand for the Period Under Review.
According to the National Bureau of Statistics, for the first half of 2011, an
actual rise of 9.8% was recorded for urban residents’ per capita disposable
income, while total retail sales grew to RMB8,583 billion, thus benefitting
many industries including the textile industry.

Textile industry is recognized as one of the “pillar industries” in the PRC. For
the Period Under Review, total industrial output generated by enterprises
above scale in the textile industry amounted to RMB2,394 billion, representing
approximately 11.7% of the GDP in the PRC for the same period. Cotton
textile industry remains one of the key sectors within the textile industry in the
PRC.

During the Period Under Review, the domestic cotton price exhibited an
upward trend from January 2011 to March 2011. Since then, the monthly
average cotton prices (CC Index 328) exhibited a downward trend and
decreased to approximately RMB19,500 per ton in August 2011. During the
Period Under Review, there were increases in prices for cotton, being the
main raw material for the Group, and other necessary costs such as energy
and labour compared with the corresponding period in 2010. To manage
such changes, the Group had a set of raw material procurement strategies in
order to optimize the procurement cost.

a Golden Shield Holdings (Industrial) Limited Interim Report 2011
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Management Discussion and Analysis (continued)

Business Review

The Group is one of the key cotton textile suppliers in north-western China
offering 11 types of cotton yarns and 19 types of grey fabrics to customers
spread across 12 provinces and municipalities in the southern and eastern
regions of China. By business segments, the cotton yarn business and grey
fabrics business accounted for approximately 87.7% and approximately
12.3% of the Group’s total turnover respectively. As at 30 June 2011, the
total designed annual production capacity of the Group’s cotton yarns and
grey fabrics were 23,000 tonnes and 57,000 kilometers respectively.

Cotton yarn business

The Group continued to shift its focus to its cotton yarn business, which
remained the major revenue contributor during the Period Under Review. For
the Period Under Review, turnover of the cotton yarn business increased by
approximately 96.6% to approximately RMB373.3 million (six months ended
30 June 2010: approximately RMB189.9 million), accounting for
approximately 87.7% (six months ended 30 June 2010: 56.4%) of the
Group’s total turnover. Gross profit margin of cotton yarn business declined
from approximately 21.1% in the six months ended 30 June 2010 to
approximately 18.9% in the Period Under Review due to the increase in
average purchase price of lint cotton.

Combed cotton yarns

To enhance product mix and improve profit margin, the Group has been
focusing on expanding its business in recent years, especially for the combed
cotton yarn business, which offered a higher profit margin than carded cotton
yarn business. During the Period Under Review, turnover of combed cotton
yarns was approximately RMB68.1 million, representing an increase of
approximately 198.3% from approximately RMB22.8 million for the six
months ended 30 June 2010 and accounted approximately 16.0% of the
Group’s total sales (six months ended 30 June 2010: approximately 6.8%).
Moreover, gross profit of combed cotton yarns increased by approximately
150.1% from approximately RMB6.1 million in the same period in 2010 to
approximately RMB15.3 million in the Period Under Review. Gross profit
margin of combed cotton yarns in the Period Under Review decreased by 4.3
percentage points when compared with the same period in 2010 to
approximately 22.4%.

Currently, the Group offers four combed cotton yarn products to its
customers, including, 32 counts, 40 counts, 50 counts and 60 counts. As
combed cotton yarn products boast higher profits, the Group will gradually
increase the proportion of this business segment in the future to enhance
overall profitability.
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Management Discussion and Analysis (continued)

EHEEWED T

Carded cotton yarns

Currently, the Group provides seven carded cotton yarns ranging from 19
counts to 60 counts. During the Period Under Review, turnover from carded
cotton yarns increased by approximately 82.7% over the corresponding
period in 2010 to approximately RMB305.2 million, accounting for
approximately 71.7% of the Group’s total sales (six months ended 30 June
2010: approximately 49.6%). Gross profit of carded cotton yarns in the Period
Under Review also increased by approximately 63.4% to approximately
RMB55.3 million from approximately RMB33.9 million in the same period in
2010.

Grey Fabric Business

To cater for the market trend, the Group reduced the sale of grey fabrics
during the Period Under Review to direct its resources toward developing the
greater potential combed cotton yarn business. For the Period Under Review,
turnover of the grey fabric business amounted approximately RMB52.1 million
(six months ended 30 June 2010: approximately RMB146.9 million), which
accounted for approximately 12.3% of the Group’s total turnover (six months
ended 30 June 2010: approximately 43.6%). Gross profit of grey fabrics fell
from approximately RMB35.8 million for the six months ended 30 June 2010
to approximately RMB12.0 million, representing a decrease of approximately
approximately 66.4%, while gross profit margin dropped from approximately
24.4% in the same period of 2010 to approximately 23.0%. The Group
currently provides 19 grey fabric models and will adjust the proportion of its
businesses according to the changes of the market demands.

Prospects

The Group was listed on the main board of the Stock Exchange on 14 July
2011, which marked a milestone in its history. The Listing not only provided a
solid financing platform for the Group, but also enhanced its business scale
and corporate governance, and will facilitate its long-term steady
development.

China has a continuous robust demand for high quality cotton yarn products,
which will support the growth of the cotton textile market. To meet
customers’ needs, the Group will build new cotton spinning production lines
with supplementary facilities at the second phase of the Yongle Production
Plant. After 32,700 spindles are added, the production capacity of cotton
yarns will be doubled. Construction will commence in the third quarter of
2011, and is scheduled to be completed within 12 to 14 months.

Golden Shield Holdings (Industrial) Limited Interim Report 2011
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Management Discussion and Analysis (continued)

At the same time, the Group will also upgrade its existing production facilities
to improve efficiency and product quality. It plans to upgrade the carded
cotton yarn production facilities at the Guang Hua Plant (as defined in the
Prospectus) for production of combed cotton yarn products. Construction will
begin in the third quarter of 2012, and will be completed in three months’
time.

To expand the product range and diversification, the Group plans to focus on
developing higher count combed pure cotton yarn products with count
number ranging from 80 to 120, which will expand products combination and
enhance profitability. As cotton yarn is a raw material used in the production
of grey fabrics, the introduction of higher count combed pure cotton yarn
products can also provide new material choices for developing new grey
fabric products, thus enlarging the grey fabrics’ series. Also, the Group plans
to set up a testing laboratory at the Yongle Production Plant to facilitate future
development and improve quality control over commercial production.

As for the supply of raw materials, the Group has been purchasing lint cotton
from large cotton processing factories in China. As these factories have direct
connection with cotton farmers and plantations, and the storage of central lint
cotton warehouses, the Group will direct more financial resources toward
maintaining a reasonable inventory of lint cotton, thus have more effective
control over cost and products quality. Capitalising on its expertise and years
of experience, the Group will strategically control the inventory level of cotton
and will purchase more lint cotton when the cost is low and transfer part of
the increased cost onto consumers reasonably, thus retaining its
competitiveness.

Through the aforementioned measures, the Group is set to retain its position
as one of the leading cotton yarn suppliers in north-western China. It will also
continue to enhance its market presence in order to maximise returns to
shareholders.
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Management Discussion and Analysis (continued)
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Financial Review B 7% [o] &

Revenue U &=

The following is an analysis of the revenue by major product categories during N X BRI EHARE X BE RER 2 WD
the Period Under Review:

For the six months ended For the six months ended
30 June 2011 30 June 2010
R BE-T-TF
ANA=THIEAREAR NA=tTHLENEA
RMB’000 % RMB’000 %
AREBTT ARETF T
Cotton yarns ik 373,290 87.7 189,857 56.4
Grey fabrics 7%l 52,120 12.3 146,938 43.6
Total 1B =t 425,410 100 336,795 100
Cotton Yarn Products B4 E m
Set out below are analysis of revenue by major cotton yarn categories offered T~ 2% # 51| 4~ &£ E A B B B IR IR 2 = E 4R
by the Group during the Period Under Review: WERS B2 WEZDT

(HI A HEE @l HER-N e[l For the six months ended

Product category Count No. 30 June 2011 30 June 2010
BE-%-——% BE-T-2#
7= 8 Bl X ANB=THLEAREAR NA=ZTBHLIEAEAR
RMB’000 % RMB’000 %
ARBT T AREF T

A. Carded cottonyarns A. E#its4>
Medium-count yarns R4 19t0 28 19% £28% 18,246 . 15,450 8.1
Fine-count yarns > 291058 20 £58% 214,096 115,211 60.7

High-count yarns =4 60 orabove 603 8% A 72,878 36,374 19.2
Sub-total INEF 305,220 81.8 167,035 88.0
B. Combed cotton B. 8B4
yarns
Fine-count yarns M4 29t0 58 20% £58% 68,070 18.2 22,822 12.0
Sub-total INEE 68,070 18.2 22,822 12.0
Total ®ET 373,290 100 189,857 100

a Golden Shield Holdings (Industrial) Limited Interim Report 2011



Management Discussion and Analysis (continued)
T AR EL 0 AT ()

Grey Fabric Products T E M
Set out below are analysis of revenue by major grey fabric categories offered T xR &% A EFH A L BEHAMIKESR Y T EHRK ) h‘
by the Group during the Period Under Review: MR DE WSS

R GEES e N e For the six months ended

Product category Tex No. 30 June 2011 30 June 2010
BE-_ZT——F HE-_ZT—ZTF
E R Rl B ANB=1tHIEAEA NA=THILEANER
RMB’000 % RMB’000 %
AR®ET T

Medium-count fabrics & 3% 1 #} 21t0 30 2115 =301 — 1,657 1.1

Fine-count fabrics 41 57 1 K 111020 11EZE 201 100 145,281 989

Total st 100 146,938 100

Remarks: #Hat -

(1) Coarse-count fabric 31 tex or above (18 count or below) (1) HZ 70K #3718 26 WX _E F 45 4k 4R (1832 36 IX
) Bk

(2)  Medium-count fabric 21 to 30 tex (19 count to 28 count) ©)  HAEHEE2EE0MEA AR (195 228%)

(3)  Fine-count fabric 11 to 20 tex (29 count to 55 count) (B8  HZFHEBITIEE20K45 AR (295 £665%)
F- 924
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Management Discussion and Analysis (continued)

EREBHRED T @

Sales volume and average selling price HERFEHYEE

The following table sets out the sales volume and the average selling prices of T~ &R & 7| A B B8 B il A S B AR &) IR 17 2§
the Group’s cotton yamns and grey fabrics during the Period Under Review: ERFHEE:

For the six months ended For the six months ended
30 June 2011 30 June 2010
BE-%——F BE-TTF
ANA=THIEAREAR ANA=T+HLILREAR

Average Average

Total sales selling price Total sales selling price
volume (Note) volume (Note)
FHER FHEE

BEHE (B &) BiHE (Bt 53)
RMB RMB

AR AR

Cotton yarn (tonnes) R #b (M8) 11,275 33,108 8,395 22,615
Grey fabric (kilometres) T (FK) 9,542 5.5 41,556 8.5

Note: Average selling prices represent the turnover for the period divided by the total ~— Mt - FHIE B BAIE & X584 X HE.Z 415 E -
sales volume for the period.

Cotton Yarn Products B4 E m
Set out below are analysis of sales volume by major cotton yarn categories by N &R E I A LB R BB IEZ EERYER
the Group during the Period Under Review: DEZIHEDN

R GEESH A iR oM For the six months ended

Product category Count No. 30 June 2011 30 June 2010
BE-Z——F HE-_ZT—ZTF
E R Rl % ANA=THIERER ANA=THILEAER
tonnes % tonnes %
I U

A. Carded cottonyarns A, E g4
Medium-count yarns s 4 1910 28 19% £28% 799 9.5
Fine-count yarns 407 4 29t0 58 20% £58% 5,436 64.8
High-count yarns =3 60 orabove 6037 8% A 1,374 16.3
Sub-total NEF 7,609 90.6

B. Combed cotton yarns  B. & i34
Fine-count yams HZ 4 29t058  29¥ E58% 786 9.4
High-count yarns S% 60 orabove 6037 sk A - = = —
Sub-total NEt 1,788 15.9 786 9.4

Total et 11,275 100 8,395 100

a Golden Shield Holdings (Industrial) Limited Interim Report 2011




Management Discussion and Analysis (continued)
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Grey Fabric Products T E fh
Set out below are analysis of sales volume by major grey fabric categories by T~ Z&R & 5l AN &£ B 7 o B B R i = B L 48 Bl
the Group during the Period Under Review: DEZIHEDN

IR GERHY el ERNe e For the six months ended

Product category Tex No. 30 June 2011 30 June 2010
BE-_Z——#F HE—_Z—ZF

E m R SRR E B ANRA=THIEARER NAZTBIERNEAR

kilometres % kilometres %
TR FoK

Medium-count fabrics X AR 211030 21 {EE 301§ — - 427 1.0

Fine-count fabrics 407 1 R 111020 11122014 9,542 100 41,129 99.0

Total BEt 9,542 100 41,556 100

TREHAEEN D EBEIZEERYET
DERETEAMBRN DB Z FHEEIN

The following table set out the analysis of the average selling prices by major
cotton yarn categories and major grey fabric categories by the Group during

the Period Under Review:

Cotton Yarns Products

For the six For the six
months ended months ended
Product category Count No. 30 June 2011 30 June 2010
BE-_Z——F HE—_ZT—TF
AAE=1tHIL ANA=+HL
E 87 > ~1E B 7~ ME A
RMB/ton RMB/ton
AR W ARE 1
A. Carded cotton yarns L ERY
Medium-count yarns R4 191028 19% £28% 19,340
Fine-count yarns Fiils-3 2910 58 205 £58% 21,192
High-count yarns SE4% 60 orabove 6037 3k A 26,479
Average price of carded TR s 7 F15
cotton yarns B 32,173 21,952
B. Combed cotton yarns BB
Fine-count yarns i 29t058  29% £58% 38,074 29,037
High-count yarns R 60 orabove 6037 3k A = =
Average price of combed BmiR A 2 F15
cotton yarns BE 38,074 29,037
Average price of cotton Wz ¥H
yarns B 33,108 22,615

EEER(EX)BRAA

S FRmRE a



Management Discussion and Analysis (continued)
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Grey Fabric Products T E fh
For the six For the six
months ended months ended
Product category Tex No. 30 June 2011 30 June 2010
BE-_Z——&% HE-_T—TF
A~A=+HIE NA=F+AHILE
B oo 28 AR E B ~MEA ~E A
RMB/metre RMB/metre
ARk AR,/ K
Medium-count fabrics R AEs 211030 21§ E 301§ 3.9
Fine-count fabrics Mz 111020 11IEE 2014 3.5

Average price of Wiz FHERS

grey fabrics 3.5

The revenue increased by approximately 26.3% to RMB425.4 milion for the EIREEE N mBE8EEZ T —TF A=+
Period Under Review from RMB336.8 million for the six months ended 30 B 1E /<@ A 2 A K ¥ 336,800,000t # i1 49
June 2010. 26.3% %= A R 425,400,000 7T °

Cotton yarn products 8 40 EE i

The revenue derived from the sales of cotton yarns increased by WU EEMEAZKEsHEBEE_T—TF X
approximately 96.6% to approximately RMB373.3 million for the Period Under A = + B 1758 A 2 4 A R #189,900,000 7T
Review from approximately RMB189.9 million for the six months ended 30 £ % [61 B Hi ] 2 49 A R # 373,300,000 7T
June 2010. The increase in revenue was primarily due to the increase in sales 718 E £ /596.6% ° Wm A X ZHRRY
volume of cotton yarns by approximately 34.3% for the following reasons. $EE I MNAI34.3%  REWM N E2— 2@ &
First, the sales volume of fine-count combed yarns produced in the fuly B2 KEEEZ ZMEBMBLHEEREZ
operated Yongle Production Plant grew by approximately 127.5% to Z—Z—ZF XA =+ HIL/~EA 2 4786M 1%
approximately 1,788 tonnes for the Period Under Review from approximately — & #7127.5% 2= [5] &8 5 fd] 491,788 ME + 1My 2k & A&
786 tonnes for the six months ended 30 June 2010, where Yongle Production EZHER T —TFF =B EEE -
Plant just commenced its operation in the first quarter of 2010. Second, due &£ =  HRBY 2 EEBHERKE R E -
to the relatively shorter production cycle of cotton yarns compared to grey It - EIEERAERS WY ZHE - UKELE
fabrics, the management decided to increase the sales volume of cotton ZEEREBR HEEEEE R
yarns to improve the Group’s inventory turnover rate and thus enhanced the ikl e — i s 8 — U BY EMEERD
overall operating and financial conditions. In general, the production cycle for — #] & PQ X + il — {F ¥ 10 & f 2 4 B 8 B Al &
the single cotton yarn product is approximately 4 days where the production & AEZH XK - Bt - REIEERE - K&
cycle for a single grey fabric product is approximately 7 days on top of cotton B RIEAEE LY ERUANRFTERE -
yarn production. Hence, during the Period Under Review, the Group was

shifting production mix to more cotton yarn products in order to accelerate

the inventory turnover.

u Golden Shield Holdings (Industrial) Limited Interim Report 2011



Management Discussion and Analysis (continued)

The average selling price of cotton yarns in the Period Under Review
increased by approximately 46.4% to approximately RMB33,108 per ton for
the Period Under Review from approximately RMB22,615 per ton for the six
months ended 30 June 2010. The increase in the average selling price was
driven by the increase in average purchase price of lint cotton by
approximately 61.8% as compared with the corresponding period in 2010.

Grey fabric products

The revenue derived from the sales of grey fabric decreased by approximately
64.5% to approximately RMB52.1 million for the Period Under Review from
approximately RMB146.9 million for the six months ended 30 June 2010. The
decrease in revenue was attributed to the drop of the sales volume of grey
fabrics from approximately 41,556 kilometres to approximately 9,542
kilometres and due to change in demand and supply balance for the Group’s
grey fabric products as the Group experienced decline in demand for its
current product models, in particular the fine count class products, that can
be offered by the Group since the fourth quarter of 2009.

The Directors considered that the decline in demand for the Group’s grey
fabric models was due to the increase in supply of higher density grey fabric
products in the market. With automated weaving equipment, other
manufacturers are able to introduce more grey fabric products with warp-weft
density over 100 yarns per inch in the market. On the other hand, the Group
is only able to produce grey fabric products with warp-weft density below
100 yarns per inch. The competition from these higher density products led
to the decrease in both demand and prices of the Group’s grey fabric
products. Hence, as mentioned in the previous paragraph, the Group shifted
the production mix to more cotton yarns to accelerate the inventory turnover
resulting in lower sales volume of grey fabric products for the Period Under
Review.

EEEBHW®ED T @

EIEAEBY 2 FHEEHEE T —ZTF
NAZTHIERMBEAZEWH AREE22615
THEBEBRATEARESI3108TT - &
#146.4% - FHEB L AEREBIFHEER S
T —TFRHEINL61.8% -

A0 E

KA EMEEZREZRBEE_T—ZF X
A=+H1L~EAZ4 AR 146,900,000 7T
WA EEFEAE 8 A R52,100,0007T &
DIREH B64.5% - Wk B D Ty T2
HA41,556 T KB D E9L2TFRKRAE T E
NFEENER MHEEAEEBEATIREZ
ERMABERRTR LEREIAHER <
REBEBSME KT EHEE -

EERATH LEAKELRAEANFTRE
Lo RARMHELENSBELMEROHEE
B RMEERES B BN BR
Mo MERR ML LI ARREEENBEBG
100 M EmM - »— HE > NEBE{EERN
BERBEE SN D004 B F 10 E m © %
ERREEEMMNBEFUSRAEELME
mOEREER TR Bt mERA - A
SEERLEEAGEESRY  MREREE
g SHOBEAFNENERBEEE K-

SEER(BE)ERAT T —FFhHRE a




Management Discussion and Analysis (continued)
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Cost of sales

The cost of sales is mainly represented by lint cotton cost, direct staff costs
and production overhead including depreciation and electricity costs. The
following table sets out a breakdown of the Group’s cost of sales by cost of
production during the Period Under Review:

For the six months ended

HERAIZRAKRMUA BEEEIRAR
BREEXH(BENERENRE) - TRH
JIAEERNOERBREERAE D 2HE
B 3 4

For the six months ended

30 June 2011 30 June 2010
BE-_Z——Fx~A=+H BE-_Z—ZFXA=1+H
1718 A 175 1E A

RMB’000 % RMB’000 %

AR®ET T 1A XE 2 % AR T T IHREEZ %

Lint cotton 518 280,744 183,556 70.3
Subcontracting fee ShE) B A 9,149 5,554 2.1
Direct labour costs BEATITKAK 24,572 29,141 11.2
Electricity B h 16,007 32,651 12.5
Depreciation e 4,411 4,242 1.6
Other Hii 2,668 4,596 1.8
Total production costs 48 A FE RN R 337,551 259,740 99.5
Finished goods movement &gk 5 & &) 5,245 1.5 1,294 0.5
Cost of sales $HE AR 342,796 100 261,034 100

The cost of sales increased by approximately 31.3% to RMB342.8 million for
the Period Under Review from approximately RMB261.0 million for the six
months ended 30 June 2010. This was due to a growth in consumption of lint
cotton as a result of increase in the production volume of cotton yarns and
increase in lint cotton average purchase price by approximately 61.8% over
the corresponding period in 2010.

In addition, direct labour costs for the Period Under Review decreased by
approximately 15.7% as compared to the six months ended 30 June 2010.
The decrease was due to the decrease in production of grey fabrics and the
change of salary calculations basis from monthly basis to quantity basis over
the Period Under Review. Since the production volume of grey fabrics in the
Group’s production plants for the Period Under Review significantly
decreased compared to the same period in 2010, the use of quantity basis
for salary calculation result in proportional decrease in direct labour costs for
grey fabrics and hence decrease in overall direct labour costs over the period.

Golden Shield Holdings (Industrial) Limited Interim Report 2011

REEABBEZEEXNARAODAEARE
342,800,000t BB E T —TFNA=T
B 1ENE A 4 A R #¥261,000,0007T # 1 49
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Management Discussion and Analysis (continued)

Electricity charges for the Period Under Review also decreased by
approximately 51.0% as compared to the six months ended 30 June 2010.
The decrease of electricity charges was due to the lower production volume
of grey fabric products. As mentioned in the previous paragraph, the
production process of cotton yarn is faster than the production of grey fabric.
Thus, less electricity was used in the Group’s overall production which led to
the decrease in the electricity charges.

Gross Profit and Gross Profit Margin

The following table sets out the analysis of the Group’s gross profit margin
during the Period Under Review:

Gross profit

EEEBHW®ED T @

BEE _T-ZFRA=+THILRMEANR
b REEHE 2 EE IR TREL51.0% &
TFRET R EADE RAE SR A o AT R AT
o mYMEERFRAEMR Bt K&
EEBEEMANEETR-

ESR NS ERIRS
TR 5 B R R 2 R AT -

For the six months ended For the six months ended
30 June 2011 30 June 2010
BE-_Z——%x~A=+H HE-_T-—TF~A=1H
WR@EA LERE A
Gross profit Gross profit
margin Gross profit margin
ER ERE EH E R =
RMB’000 % RMB’000 %
AREET T AR T T
Cotton yarns K 39,975 211
Grey fabrics b2 il 35,786 24.4
Total A5 75,761 22.5

SEER(BE)ERAT T —FFhHRE u



Management Discussion and Analysis (continued)
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Cotton yarn products B4 E M
Set out below are analysis of gross profit and gross profit margin by major TN X &J AEB R EEARIKEMR 2 TER
cotton yarn categories offered by the Group during the Period Under Review: WIBRDBENEFREREFNESF :

R GERSY A e (NN e For the six months ended

Product category Count No. 30 June 2011 30 June 2010
BE-_Z——F HEZT—ZF
E R Rl X8 ANB=TRIEXREAR ANA=+RHILANEA
Gross profit Gross profit
Gross profit METGC[IN Gross profit margin
EF ER=E E 5 EH =
RMB’000 % RMB’000 %
ARBT T AREF T
A. Carded cotton yarns A, Ziiis4)
Medium-count yarns R 19t028 19X F28% 3,186 20.6
Fine-count yarns i 291058  29¥% E58% 24,623 21.4
High-count yarns BXH 60 or above 603 sk A I 6,061 16.7
Sub-total NEt 55,332 18.1 33,870 20.3
B. Combed cotton yarns  B. #5175 18 40
Fine-count yarns Kl 29t058  29% F5B8F 15,269 22.4 6,105 26.7
Sub-total NEt 15,269 22.4 6,105 26.7

Total et 70,601 18.9 39,975 21.1

a Golden Shield Holdings (Industrial) Limited Interim Report 2011



Management Discussion and Analysis (continued)
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Grey Fabric Products
Set out below are analysis of gross profit and gross profit margin by major
grey fabric categories offered by the Group during the Period Under Review:

BHOENRENEDN

IR GERHY el ERNe e For the six months ended

Product category Tex No. 30 June 2011 30 June 2010
Bz-2——F BE=T-TF

E m AR SR E NA=ZTRHLEREAR NA=THIEARMEA
Gross Gross profit Gross  Gross profit
profit margin profit margin
EF EF = E7 E R =
RMB’000 % RMB’000 %

AR T T

Medium-count fabrics M AR 211030 211§ =301 — 469 28.3
Fine-count fabrics Mz A 111020 11 EZRE 201§ | 23.0 3,817 24.3
Total &5t 12,013 23.0 35,786 24.4

The overall gross profit for the Period Under Review was approximately
RMB82.6 million, representing an increase of approximately 9.0% from the
six months ended 30 June 2010 whereas the overall gross profit margin for
the Period Under Review was approximately 19.4%, representing a decrease
of approximately 3.1 percentage points from the approximately 22.5% in the
corresponding period in 2010. The decrease in overall gross profit margin and
the slowdown of gross profit growth were caused by decrease in gross profit
margin of cotton yarn products.

Cotton yarn products

The gross profit for the sales of cotton yarns for the Period Under Review was
approximately RMB70.6 million, representing an increase of approximately
76.6% from approximately RMB40.0 million for the six months ended 30 June
2010. The increase of gross profit was due to the increase in sales volume of
cotton yamns by approximately 34.3%, which comprises of the increase in
sales volume of combed cotton yarns of approximately 127.5% and increase
in sales volume of carded cotton yarn of approximately 24.7%.

The gross profit margin of cotton yarns decreased by approximately 2.2
percentage points to 18.9% for the Period Under Review from approximately
21.1% for the same period in 2010.

MRERE M BB EF L A ARKS82,600,000
T BRBEE-ZTE—ZTFANAZ=ZFTAHLEANEA
#IN499.0% + i Bl B AR 2 B2 £ F R 84
10.4% BT —TF [ B 4922.5% & 431
MESH - BEEMNETHRRENE KBS
EHRBYERZ EFE TR -

B4 E m

REOERE BYBEECENBBEE T —
TFNA =+ AN E A K A R 40,000,000
TLIE I #)76.6% = #) A R #70,600,0007T © E
AIEMN T BB BB INAI34.3% - B H
TR BY HE 8 IN49127.5% & I i 18 4 i85
SEMNE24.7% °

REESRE R 2 EMEH=
HR21.1% N2 2(EH “%’:189%

—ZEfH

The decrease in gross profit margin of cotton yarn products for the Period  ## #) = & 7 [B] B B [ = £ I 1 TREREZHR
Under Review was mainly caused by the increase in the average purchase HIRFNBZ FHREER _T—ZTFRH L
price of lint cotton over the period compared with the same period in 2010. Ft e

ERERER)ERAA —T——FPHRE




Management Discussion and Analysis (continued)
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@Grey fabric products

The gross profit for the sales of grey fabrics for the Period Under Review was
approximately RMB12.0 million, representing a decrease of approximately
66.4% from approximately RMB35.8 million for the six months ended 30 June
2010.

The gross profit margin for the sales of grey fabrics for the Period Under
Review was approximately 23.0%, representing a decrease of approximately 1.4
percentage points from approximately 24.4% for the six months ended 30
June 2010.

The decrease in gross profit margin of grey fabric products for the Period
Under Review was mainly due to () the decrease in sales volume of grey
fabrics by approximately 77.0% over the six months ended 30 June 2010;
and (i) the increase in the average purchase price of lint cotton over the
Period Under Review compared with the same period in 2010.

Other Income

Other income comprises interest incomes, sale of scraps and other sundry
income.

Other income decreased by approximately 13.4% to approximately RMB0.8
million for the Period Under Review from approximately RMB1.0 million for the
six months ended 30 June 2010. The decrease was mainly due to the
decrease in sundry income.

Distribution Costs

Distribution costs comprise mainly freights and loading charges, plus salary
and social insurance contributions for sales personnel.

Distribution costs increased by approximately 3.3% to approximately RMB4.9
million for the Period Under Review from approximately RMB4.8 million for the
six months ended 30 June 2010. The increase was due to the higher
transportation costs for the year/period incurred as a result of increase in
sales volume and increase in sales personnel in Yongle Production Plant.

a Golden Shield Holdings (Industrial) Limited Interim Report 2011
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Management Discussion and Analysis (continued)

General and Administration Expenses

Administrative expenses comprise mainly salary expenses, social insurance
contributions, entertainment expenses, utilities changes and other sundry
items.

Administrative expenses increased by approximately 45.4% to approximately
RMB12.1 million for the Period Under Review from approximately RMB8.4
million for the six months ended 30 June 2010. This was mainly due to an
increase in addition administrative expenses including depreciation, salaries,
social contribution fund, entertainment and utilities as a result of the full
operation of Yongle Production Plant compared with the corresponding
period in 2010. In addition, as a result of the transferring of 21% interest in
Tong Fa Limited (@2 AR A 7)) (“Tong Fa”) as gift from Mr. Qiu Jianfa (“Mr.
Qiu”) to Mr. Chen Binghui (“Mr. Chen”) in recognition of Mr. Chen’s past
contribution to the Group and to align his interest with the Group’s future
success, a share-based compensation of approximately RMB1,033,000 was
incurred for the Period Under Review.

Finance Costs

Finance costs consist of interest on borrowings for purchase of lint cotton.
Finance costs decreased by approximately 74.7% to approximately RMBO.2
million for the Period Under Review from approximately RMBO.7 million for the
six months ended 30 June 2010. The decrease of finance cost was due to
the decrease of bank loans from approximately RMB30 million for the six
months ended 30 June 2010 to approximately RMB6.8 million for the Period
Under Review.

Income Tax Expense

Income tax expenses increased by approximately 12.7% to approximately
RMB17.4 million for the Period Under Review from approximately RMB15.5
million for the six months ended 30 June 2010. The increase was mainly due
to an increase in the taxable income for the Period Under Review. The
effective tax rate for the respective period are 26.4% and 24.6%. It was in line
with the PRC statutory enterprise income tax rate of 25%.

EEEBHW®ED T @
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Management Discussion and Analysis (continued)
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Profit for the Period

As the result of the foregoing, the profit for the Period Under Review
increased by approximately 2.9% to approximately RMB48.8 million from
approximately RMB47.4 million for the six months ended 30 June 2010. Due
to a decline in gross profit margin of cotton yarn products and the decline of
production of grey fabric as mentioned above, also the increase in General
and Administration Expenses mentioned above, the net profit margin
decreased to approximately 11.5% for the Period Under Review as compared
to approximately 14.1% for the six months ended 30 June 2010. Accordingly,
the net profit growth for the period has also slowed down.

Working Capital Management

The following table sets forth selected operating efficiency ratios for the Group
for the Period Under Review:

EEESEREFEAR(REH)"
ENESERDERR(RH)?
FERAEAERBEEHC

Trade receivables turnover (days)"”
Trade payables turnover (days)®
Inventory turnover (days)®

Notes:

(1) Trade receivables turnover days equals to the average of beginning and closing
trade receivables for the given year divided by the revenue during the given year
and then multiplied by 181 days for a six-month period or by 365 days for a year.

2 Trade payables turnover days equal to the average of beginning and closing
trade payables for the given year divided by the cost of sales during the given
year and then multiplied by 181 days for a six-month period or by 365 days for a
year.

3 Inventory turnover days equals to the average of beginning and closing inventory
for the given year divided by cost of sales during the given year and then
multiplied by 181 days for a six-month period or by 365 days for a year.

a Golden Shield Holdings (Industrial) Limited Interim Report 2011
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Management Discussion and Analysis (continued)

Average trade receivables turnover days increased from approximately 55.9
days for the year ended 31 December 2010 to approximately 58.7 days for
the Period Under Review. The trade receivables turnover days during the
reporting period were significantly below the normal credit period of 90 days.
The increase in trade receivables turnover days throughout the Period Under
Review was mainly due to the growth in sales volume during the period.

Average trade payables turnover days increased from approximately 7.9 days
for the year ended 31 December 2010 to approximately 11.3 days for the
Period Under Review. The trade payables were mainly amounts due to
suppliers for procurement of lint cotton and outsourcing of production work.
The increase in trade payables turnover days throughout the Period Under
Review was mainly due to the growth in volume of lint cotton.

Average inventory turnover days increased from approximately 14.4 days for
the year ended 31 December 2010 to approximately 17.3 days for the Period
Under Review. The increase in inventory turnover days throughout the Period
Under Review was mainly due to the increase in inventory level of cotton
yarns and work in progress for the confirmed order for the second half of
2011.

Liquidity and Capital Resources

The following table sets forth liquidity and capital adequacy ratios for the
Period Under Review:

Gearing”’ EAREELED
Debt-to-equity” BRI R
Current ratio R &

Notes:

(1) Calculated as the total debts, divided by total assets and multiplied by 100%.
Debts are defined to include current and non-current borrowings.

2 Calculated as the total debts, divided by the equity and multiplied by 100%.
Debts are defined to include current and non-current borrowings.
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5.6 times 7.0 times

5.61% 7.0
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Management Discussion and Analysis (continued)

EREBHRED T @

The gearing ratio and the debt-to-equity ratio decreased to 1.2% and 1.4%
respectively as at 30 June 2011 from 1.4% and 1.6% as at 31 December
2010. The decreases in the gearing ratio and debt-to-equity ratio were
principally due to the increase in the current asset and equity respectively.

The current ratio dropped from 7.0 times as at 31 December 2010 to 5.6
times as at 30 June 2011. Overall, the Group’s current ratio still maintain at a
high level, as the Group maintained a significant level of cash and cash
equivalents throughout the Period Under Review.

Net cash generated from operation activities for the Period Under Review was
RMB52.2 million (six months ended 30 June 2010: RMB42.2 million). Cash
generated from operating activities increased as a result of the Group’s total
cash and cash equivalents amounted to RMB228.4 million (30 June 2010:
RMB136.9 million).

During the Period Under Review, the Group did not use any financial
instrument for hedging purposes.

Pledge of Assets of the Group

Details of the pledge of assets as at 30 June 2011 are set out in note 24 to
the condensed consolidated financial statements.

Employees and Emolument Policies

As at 30 June 2011, the Group had a workforce of approximately 2,698
employees (30 June 2010: approximately 2,594). Staff cost for the Period
Under Review (including Directors’ remuneration in the form of salaries and
other allowances) was approximately RMB29.6 milion (30 June 2010:
approximately RMB32.9 million). The decrease was mainly due to change of
salary calculation basis from monthly basis to quantity basis during the
period.

The remuneration of the employees of the Group includes salaries, bonus and
other fringe benefits. The Group has different rates of remuneration for
different employees to be determined based on their performance,
experience, position and other factors in compliance with the relevant PRC
laws and regulations.
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Management Discussion and Analysis (continued)

Foreign Exchange Risks

The Group’s businesses are located in the PRC and most of the transactions
are conducted in RMB. Most of the Group’s assets and liabilities are
denominated in RMB. Accordingly, fluctuations of the exchange rate of RMB
against foreign currencies do not have significant effect on the Group’s
results. The Group has not used any financial instruments for hedging
purposes during the Period Under Review.

Capital Commitments

Details of the capital commitments of the Group as at 30 June 2011 are set
out in note 26 to the condensed consolidated financial statements.

Contingent Liabilities

As at 30 June 2011, the Group did not have any significant contingent
liabilities (31 December 2010: Nil).
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Corporate Governance and Other Information

EREANHEMLER

Substantial Shareholders FERRE

Immediately upon the Listing, the interests and short positon of the ERE M X TERENRARQ KD L IEE
substantial shareholders in the shares and underlying shares of the Company &9 iR B F 8 A I E571 E & 5 M B E (&0
which were required to be disclosed pursuant to Divisions 2 and 3 of Part XV ([ 5 K EI S 150 ]) EXVEE2 R E3 0 A
of the Securities and Futures Ordinance, Chapter 571 of the Laws of Hong T B 2 EZ AR AT ¢

Kong (the “SFQO”) were as follows:

Approximate

Number of Shares Percentage of
Name Nature of interest of the Company shareholding
=x EsME RARRMER REBNBE DL
(%)
Tong Fa Beneficial owner 527,464,000 56.0
bk EmEA A
Mr. Qiu Corporate (Note 1) 527,464,000 56.0
B4 EE (fEET)
Hai Xin Capital Group Limited Beneficial owner 73,468,000 7.8
BEEREEARAA EmEA A
Mr. Kung Shih Kun Corporate (Note 2) 73,468,000 7.8
BEFESE EE (M iE2)
Wealth Lake Investment Limited Beneficial owner 56,512,000 6.0
E=mEBA
Mr. Cheung Yung Corporate (Note 3) 56,512,000 6.0
REEAE EE (M 7E3)
Notes: Btat:

1. These Shares were owned by the Tong Fa, which is owned by Mr. Qiu and Mr. 1. BERGBHBEHEF - M8 FEDFHEEE
Chen as to 79% and 21% respectively. R % 5t 4 53 BB 79% R 21% °

2. These Shares were owned by Hai Xin Capital Group Limited, which is wholly 2. BRERNDAEEFEFELEFEEZEEEL
owned by Mr. Kung Shih Kun. EBERIAIER -

3. These Shares were owned by Wealth Lake Investment Limited, which is wholly 3. ZER G B KRE S AE SR E#EH.Z Wealth Lake
owned by Mr. Cheung Yung. Investment Limited # & °

a Golden Shield Holdings (Industrial) Limited Interim Report 2011



Corporate Governance and Other Information (continued)

Directors, Supervisors or the Company’s Chief
Executive’s Interest in Shares

Immediately upon the Listing, the interests or short position of the Directors
and their associates in the shares, underlying shares and debentures of the
Company or any associated corporation which were required to be notified to
the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests which they were taken or deemed to have
under such provisions of the SFO), or were required, pursuant to section 352
of the SFO, to be entered in the register referred to therein, or were required,
pursuant to the Model Code for Securities Transactions by Directors of Listed
Issuers set out in Appendix 10 to the Listing Rules (the “Model Code”), to be
notified to the Company and the Stock Exchange, were as follows:

CEEFANREMER @

EE EESYLAQRAERT
BAERRKRHD 2 ER

ERBELTR BEERREIBEALIRAR
Bl BRI AEEOEE 2 By - B RE
FETHEERERZE S BRI EXVIBET
K B8 BB A MG AN B M B 2 P 2 4 25 20K
EEEREEFLMEGRIZABGRKE
FRERSARERE ) ARBEFHFK
HEIRPIFIMGATHNZEXAREZE
Rz EEIORAE - RARE LT R B 8&+
FECEMETAEFTETESFRINREST
ADTRESFAIDAETHEARR R
REIORBWT

Approximate

Number of Shares Percentage of

Name Nature of interest of the Company shareholding

=L ERtE ARARRGOEHE REMAE DL
(%)

Mr. Qiu Corporate (Note) 527,464,000 56.0

laiFes = (B EE)

Mr. Chen Corporate (Note) 527,464,000 56.0

BRIEHE =& (K i)

Note: These Shares were owned by Tong Fa, which is owned by Mr. Qiu and Mr. Chen
as to 79% and 21% respectively. Mr. Qiu is the sole director of Tong Fa. So far as
the Directors are aware, Tong Fa, Mr. Qiu and Mr. Chen collectively are entitled to
exercise or control the exercise of 30% or more of the voting power at the general
meetings of the Company and are therefore regarded as controlling shareholders
of the Company under the Listing Rules.

Wit ZEROBHEEES  MBEHBEERRK
SEEDFIBEH79%K21% © i 5E £ BB E M
—EF -REFEFM BE BALBEFEL
REABFRTEXZEHTRALGREAXE L
30% 3 LA LR FHE - R IE LA
EREZHERER -
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Corporate Governance and Other Information (continued)
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Interim Dividend

The Board does not recommend the payment of any interim dividend for the
Period Under Review (six months ended 30 June 2010: RMB Nil).

Purchase, Sale or Redemption of Listed Securities
of the Company

During the Period Under Review, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company’s listed
securities.

Significant Acquisition, Disposal or Investment

As at 30 June 2011, the Group has no specific material investment target.
The Group did not have any material acquisition or disposal of subsidiaries
and affiliated companies, and investment during the Period Under Review.

Audit Committee

The Company established the audit committee (the “Audit Committee”) in July
2011 and has formulated its written terms of reference, which may from time
to time be modified, in accordance with the provisions set out in the Code on
Corporate Governance Practices as set out in Appendix 14 to the Listing
Rules (the “CG Code”). The Audit Committee comprises three independent
non-executive Directors, namely, Mr. Kwong Kwan Tong (chairman of the
Audit Committee), Mr. Yang Guohao and Ms. Xue Fang. The Audit Committee
is accountable to the Board and the principal duties of the Audit Committee
include the review and supervision of the Group’s financial reporting system
and internal control procedures, review of the Group’s financial information
and review of the relationship with the external auditor of the Company.

The Audit Committee has reviewed with management the accounting
principles and practices adopted by the Group and discussed auditing,
internal control and financial reporting matters, including the review of the
unaudited condensed consolidated results of the Group for the six months
ended 30 June 2011.
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Corporate Governance and Other Information (continued)

Remuneration Committee

In accordance with the CG Code, the Company established its remuneration
committee (the “Remuneration Committee”) in July 2011 with all the members
thereof being independent non-executive Directors. The Remuneration
Committee comprises Mr. Yang Guohao (chairman of the Remuneration
Committee), Mr. Kwong Kwan Tong and Ms. Xue Fang. The Remuneration
Committee is responsible for reviewing and evaluating the remuneration
packages of the Directors and senior management and making
recommendations to the Board from time to time.

Code on Corporate Governance Practices

The Group has adopted the CG Code as its own code to govern its corporate
governance practices. The Board also reviews and monitors the practices of
the Group from time to time with an aim to maintaining and improving a high
standard of corporate governance practices.

The Group places high value on its corporate governance practice and the
Board firmly believes that a good corporate governance practice can improve
accountability and transparency for the benefit of its shareholders.

None of the Directors is aware of information that would reasonably indicate
that the Company is not, or was not for any part of the period throughout the
six months ended 30 June 2011, in compliance with the CG Code.

Securities Transactions by Directors

The Board has adopted the Model Code as the Group’s code of conduct
regarding Directors’ securities transactions. All Directors have confirmed that
throughout the six months ended 30 June 2011, they have complied with the
required standard set out in the Model Code.

Use of Proceeds from the Listing

The Shares were listed on the main board of the Stock Exchange on 14 July
2011. As at 30 June 2011, the Company had not accomplished the Listing.
The Company currently does not have any intention to change its plan for use
of proceeds as stated in the Prospectus.
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Report on Review of Interim Financial Information

PR HEERE

B ¥R &=

LS g ETENTT
Martin C. K. Pong & Company

TO THE BOARD OF DIRECTORS OF
GOLDEN SHIELD HOLDINGS (INDUSTRIAL) LIMITED
(Incorporated in the Bermuda with limited liability)

Introduction

We have reviewed the interim financial information set out on pages 32 to 56,
which comprises the condensed consolidated statement of financial position
of Golden Shield Holdings (Industrial) Limited (the “Company”) and its
subsidiaries (hereinafter collectively referred to as the “Group”) as at 30 June
2011 and the related condensed consolidated statement of comprehensive
income, statement of changes in equity and statement of cash flows for the
six-month period then ended and certain explanatory notes. The Main Board
Listing Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited require the preparation of a report on interim financial
information to be in compliance with the relevant provisions thereof and Hong
Kong Accounting Standard 34 “Interim Financial Reporting” (“HKAS 34”)
issued by the Hong Kong Institute of Certified Public Accountants. The
directors of the Company are responsible for the preparation and presentation
of this interim financial information in accordance with HKAS 34. Our
responsibility is to express a conclusion on this interim financial information
based on our review, and to report our conclusion solely to you, as a body, in
accordance with our agreed terms of engagement, and for no other purpose.
We do not assume responsibility towards or accept liability to any other
person for the contents of this report.

Scope of review

We conducted our review in accordance with Hong Kong Standard on
Review Engagements 2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the Hong
Kong Institute of Certified Public Accountants. A review of interim financial
information consists of making inquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in
accordance with Hong Kong Standards on Auditing and consequently does
not enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly, we do not
express an audit opinion.
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Report on Review of Interim Financial Information (continued)
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Y

Conclusion e

Based on our review, nothing has come to our attention that causes us to  RIEZEHERHN  BS W ELRR (T EIE
believe that the interim financial information is not prepared, in all material ZEZHBETHUBEREZIEATEAE *E
respects, in accordance with HKAS 34. BEBEHEAFEMRFER -

Without qualifying our review conclusion, we draw attention to the fact that i’& BREHAERBEMER TE: éﬁ T8
the comparative condensed consolidated statement of comprehensive R EERMTEENEE T —FF
income, the condensed consolidated statement of changes in equity and the /< )5] =+THIEAEAHENAEL ﬁ BEEES
condensed consolidated statement of cash flows for the six-month period A2 HE K&K HAGAEFZEEBH X LEA
ended 30 June 2010 and the relevant explanatory notes disclosed in the #ARESTRERANEHBEREN T ER
interim financial information have not been reviewed in accordance with Hong & B E M T &R FE 241057 [ B E B L&
Kong Standard on Review Engagements 2410 “Review of Interim Financial SR ZER R BT EER ] T IAERH -

Information Performed by the Independent Auditor of the Entity”.

Martin C. K. Pong & Company BEEBEEAIT

Certified Public Accountants HEDEAD

Unit 1807,18/F, Wing On House B

71 Des Voeux Road Central IR

Central EEBER TR

Hong Kong KRB KE181 1807 =
26 August 2011 —E2——F N NA=+7H
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Condensed Consolidated Statement of Comprehensive Income

HHRSEEEWaER .

For the six months ended

30 June
HZAXA=THILLAEAR
2011 2010
—E——fF —E-ZF
(Unaudited) (Unaudited)
(REER) (REEZ)
Notes RMB’000 RMB’000
MEE AR¥T T AR T T
Revenue Iz 5 425,410 336,795
Cost of sales 58 B AR (342,796) (261,034)
Gross profits ESAl 82,614 75,761
Other income H A A 5 841 971
Distribution costs 7 EH K AR (4,919) (4,762)
Administrative expenses THRX (12,144) (8,351)
Finance costs Bh & B A 6 (184) (726)
Profit before income tax K BT 15 %5 Al A 7 66,208 62,893
Income tax expense Fr 18 B 8 (17,447) (15,485)
Profit for the period B v A 47,408
Other comprehensive income H b2 m = —
Total comprehensive income for the period  HA RS & & U 25 42 58 47,408
Profit and total comprehensive income ViN/NEIE 7 FS DN X
attributable to owners of the Company i A N 2 T U R 4R R 47,408
Earnings per share attributable to NATER AEMN
owners of the Company % & 7
— basic (RMB cents) —HZEEXARED) 10 6.29

a Golden Shield Holdings (Industrial) Limited Interim Report 2011



Condensed Consolidated Statement of Financial Position

i BA &% & B 5 AR O ¥R Ak

~

As at

30 June
2011
RoB——fF
~B=+H
(Unaudited)
(RE&EZ)
RMB’000
ARET T

107,218
9,572

116,790

40,878
146,605

27,054
228,392

442,929

33,710
23,456
8,851
6,850
6,289

79,156

363,773

480,563

83
480,480

Notes
B3t

ASSETS AND LIABILITIES EERAE
Non-current assets RBEE
Property, plant and equipment Y- BEREE 11
Prepaid land lease payments A T EFKIB 12
Deferred tax asset BEERIBEE 13
Current assets RBEE
Inventories FE 14
Trade receivables JEUE 5 AR 15
Prepayments, deposits and TERHIE - He REAmER

other receivables RIE 16
Cash and cash equivalents ReFREEED
Current liabilities REEE
Trade payables B SRR 17
Accruals and other payables FE SRR IE e EAth FE - 508 18
Current tax liabilities BIEAFIIE & &
Bank borrowings RITER 19
Provisions B 20
Net current assets RBEEFE
Total assets less current liabilities/ HMEERRBAR

Net assets EEFE
EQUITY Em
Equity attributable to EAREE A

owners of the Company AL &=

Share capital fi& A< 21

Reserves & 22
Total equity e A%

480,563

SEER(ER)ARAIAT —FT——FHHRE a

As at
31 December
2010

(Audited)
(&%)
RMB’000

ARET T

112,279
9,704
308

122,291

24,938
129,205

29,571
175,892

359,606

9,452
21,642
6,800
6,850
6,384

51,128

308,478

430,769

430,769

430,769




Condensed Consolidated Statement of Changes in Equity
HHRSEREH R )

Issued Statutory Share-based
Share surplus Merger compensation Retained
capital reserve reserve reserve profits  Total equity
28T EERS BUR 19 R E
IR RE  AOHEE RN REBRA BREE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBFT ARETT ARETT ARBTT ARETT AREFR
As at 1 January 2011 R-E——%—f—8 - 25,636 51,474 335 353,324 430,769
Share-based AR B A
compensation & $R M — — — 1,033 — 1,033
Profit and total for HiR s A &
comprehensive income 2E KR
for the period ok — — — — 48,761 48,761
Merger reserve arising from RENEE EHF
exchange of shares upon B0 % 19 7Y
group reorganisation EUREE 83 - (83) - - -
As at 30 June 2011 RZT——FRA=+H
(Unaudited) (REEZ) 83 25,636 51,391 1,368 402,085 480,563
As at 1 January 2010 RZT—-TF—A—H — 14,267 24,915 - 267,276 306,458
Profit and total for HiR I8 A &
comprehensive income 2 W
for the period Fok] — — — — 47,408 47,408
As at 30 June 2010 RZZE—TF A=1+H
(Unaudited) (REHEZ) — 14,267 24,915 - 314,684 353,866

a Golden Shield Holdings (Industrial) Limited Interim Report 2011



Condensed Consolidated Statement of Cash Flows

BRGNS RER

~

Cash flows from operating activities
Profit before income tax
Adjustments for:
Property, plant and equipment written off
Loss on disposal of property, plant
and equipment
Depreciation and amortisation
Share-based compensation
Interest expenses
Interest income

RELETHNESRE

Kk BT 15 B4 AT F)

AT EIE&RE

Y13 - B M B% A B B
LEWE BEREKED
BB

1 & K 5

VARG 17 & Z i 69 = BM
FE X

F B A

Operation profit before working capital changes

(Increase)/decrease in inventories

(Increase)/decrease in trade receivables

Decrease/(increase) in prepayments, deposits and
other receivables

Increase/(decrease) in trade payables

Increase/(decrease) in accruals and

EBESELATAEE A
8 (8 mn) /)UZ’J\

FE U 5 BR 3 (38 ),
FERHRIE - e REAERFIA
B (38 )
Fgﬁf’f%ﬁﬁfﬁiﬂ]ﬂ/(ﬁi@

JE 5T 3R IE % H h FE 5 3R

other payables #mn/CRd)
Decrease in provisions &R
Cash generated from operations activities KEEHEANR S
Income tax paid =) ﬁ Frig i
Net cash generated from operating activities KETHEENERE S FHE
Cash flows from investing activities RERETBNRERE

Purchase of property, plant and equipment

Deposit payments for purchase of property,
plant and equipment

Settlement of other payables for purchase of
property, plant and equipment

BEWE WFELRBE
ABEME BB LEBE
Xz

BERBEYME BERREN
H b & {4 58

Decrease in pledged bank deposits R IR 1T 17 K08

Interest received RPN

Net cash generated from/(used in) BRETEEL(FTA)
investing activities ReFHE

Cash flows from financing activities REMETBNRERE

Interest paid 2B

Repayment of bank borrowings EERRITER

Net cash used in financing activities RMELTBIAREFE

Net increase/(decrease) in cash and
cash equivalents

Cash and cash equivalents at beginning of
the period

BeRBRSESEYEM
(D) F 4R

HONRERRE
ZEW

Cash and cash equivalents at end of the period

BARNRERBEEEEY

For the six months ended
30 June
BEAA=+THLERER

2011
—_E——4F
(Unaudited)
(RE&ERZ)
RMB’000
BT T

66,208

199

5,002
1,033
184
(483)

72,143
(15,940)
(17,400)

2,517
24,258

1,814
(95)

67,297
(15,088)

52,209
®)

483

475

(184)

(184)

52,500

175,892
228,392

EEER(ER)ARAA

2010
—E-TF
(Unaudited)

(REER)
RMB’'000

ARETT

62,893

105
4,926

726
(242)

68,408
2,132
57

(2,683)
(3,581)

(3,784)
(110)

60,439
(18,201)

42,238
(19,746)

(919)
(15,779)

1,500
242

(34,702)

(726)
(30,000)

(30,726)

(23,190)

160,080
136,890

—E-—FHhHBE a



Notes to the Condensed Consolidated Interim Financial Statements

MBAER S o B B B ¥R AR MY &

1.

Corporate Information

The Company was incorporated as an exempted company with limited
liability in Bermuda on 2 July 2010 under the Companies Act 1981 of
Bermuda. The registered office of the Company is at Clarendon House,
2 Church Street, Hamilton HM 11, Bermuda. The principle activity of
the company is investment holding and the Group is principally
engaged in the production and sale of cotton yarns and grey fabric.

Pursuant to a group reorganisation (the “Reorganisation”) of the
Company and its subsidiaries to rationalise the structure of the Group
in preparation for the listing of the Company’s shares on the main
board of the Stock Exchange (the “Listing”), the Company became the
holding company of the Group on 21 June 2011. Details of the
Reorganisation were set out in the prospectus of the Company dated
28 June 2011 (the “Prospectus”).

The shares of HK$0.1 each in the Company (the “Shares”) have been
listed on the Stock Exchange since 14 July 2011.

The Group resulting from the Reorganisation is regarded as a
continuing entity under common control. Accordingly, for the purpose
of this report, the consolidated financial statements of the Group have
been prepared using principles of merger accounting. The interim
information of the Group for the six-months ended 30 June 2010
shown as comparatives in this report have been prepared as if the
current group structure had been in existence throughout both periods
presented, or since the respective dates of incorporation or
establishment of the companies in the Group, rather than from the date
when the Company became the holding company of the Group
pursuant to the Reorganisation.

In the opinion of the directors of the Company (the “Directors”), the
ultimate holding company of the Company is Tong Fa Limited (@245
[RAE]) (“Tong Fa”), a limited liability company incorporated in the
British Virgin Islands.

a Golden Shield Holdings (Industrial) Limited Interim Report 2011
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Notes to the Condensed Consolidated Interim Financial Statements (continued)
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2. Basis of Preparation

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

The condensed financial statements are presented in Renminbi (‘RMB”)
and all values are rounded to the nearest thousand except where
otherwise indicated.

Principal Accounting Policies

The condensed consolidated financial statements have been prepared
on the historical cost basis.

In the Period Under Review, the Group applied for the first time the
following new and revised Hong Kong Financial Reporting Standards
(“HKFRSs”) issued by the HKICPA, which are relevant to and effective
for the Group’s financial statements for the annual financial period
beginning on 1 January 2011.

HKFRS 1 Amendment to HKFRS 1 First-time Adoption of
Amendment Hong Kong Financial Reporting Standards —
Limited Exemption from Comparative HKFRS 7
Disclosures for First-time Adopters

HKAS 24 Related Party Disclosures
(Revised)

HKAS 32 Amendment to HKAS 32 Financial Instruments:
Amendment Presentation — Classification of Rights Issues

2HEE

ERGEAVBERRDBREBRIAES L
AR AT E AR AL M 8%+ X B0 8 A %
BRELBABGAMAG(EBSFE
RE)EMNEBEFENTELEES
Q) E34FE [P AT BREIREL -

BHAMBHRERIVAARBETARED 2
I BRBEREAN MAEEEHRER
BB TITE

FTEETEE

BHRGAMBEBRRABLRAEER
8.

REBEHE AEEEXERATHE
BEMASBEMNT REEBITER
MRS EN(EEMBEREER]
GZEENBRAEEAR - ——F— A —
HHEBNFETBARMNMBHRERE S
WERRZERBHHRE

EERBEREEDN BIEEVBERESEL

F1H(BITA) F1RE KRR
BB BREEN —
BRENEEBES
FHMELERETH
a0
BR#HE

BB e ED BEFHRE

F24% (BT

BEGH AR CHE RS

F325 (BETA) FERHSHMTA:

20 - R0 R

HK(FRIC)-Int 14
Amendments

HK(FRIC)-Int 19

Amendments to HK(IFRIC)-Int 14 Prepayments of
a Minimum Funding Requirement

Extinguishing Financial Liabilities with
Equity Instruments

B (ERRB BT EE (B
KERBZAEE) HEREZE9)
RBE4R REFUSREES
(BFTK) ERMBEN A
E7 (BRA % AR T B 35
KERREZEE) SRER
RBE19%

SEER(ER)ARAIAT —FT——FHHRE



Notes to the Condensed Consolidated Interim Financial Statements (continued)
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" . " " . AY A__ Ve
3. Principal Accounting Policies (continued) 3. FEEFTHEXw
Apart from the above, the Group has also adopted Improvement to R EXFrtESIN  AEETEHRM_-F
HKFRSs 2010 which sets out amendments to a number of HKFRSs. —ZEEBVBRERENNBCE - EF

HIZEBBM B RS EYWEE -

The adoption of these new and revised HKFRSs has had no material HMZEM MCHER] B AN RS &
effect on the interim financial statements and there have been no B R B I RR T EE AL E DX
significant changes to the accounting policies applied in these financial EMBBRERNEARENBEEREY
statements. & o
The Group has not early adopted the following new and revised REBWERERMUTEHBMHE G KR
standards and amendments that have been issued but are not yet BT E] R AHE RT 22 R R ABET ©
effective.
HKFRS 1 Amendment to HKFRS 1 First-time Adoption of ERMBRELDN  BIEBMBREEL
Amendments Hong Kong Financial Reporting Standards — F1HR BRI A) F1RHRERNES
Severe Hyperinflation and Removal of B REER —
Fixed Dates for First-time Adopters® BEBRREKRER
REfEE B HY
HKFRS 7 Amendments to HKFRS 7 Financial Instruments; ERUBHREEN BB EMBREER
Amendments Disclosures — Transfers of Financial Assets® ENSACCHEY FIREMIE EE
—HEeHEE"
HKFRS 9 Financial Instruments® EEMBMEEN <pIAY
F%
HKFRS 10 Consolidated Financial Statements® ERMB|MELEL HKAPBHRRY
F105%
HKFRS 11 Joint Arrangements® ERTHHREEL  HETH
F11%
HKFRS 12 Disclosure of Interests in Other Entities" ERUBREED REREGERBOERY
F125%
HKFRS 13 Fair Value Measurement® BRUMBMELEL  ATENEY
F135%
HKAS 1 (Revised) Presentation of Financial Statements® BEACHENEIT HBHRROHZEHNC
(&1 3T)
HKAS 12 Amendments  Amendments to HKAS 12 Income Taxes — AR GERFE12% BB ER
Deferred Tax: Recovery of Underlying Assets® CCHEN) S12RAEH — BT
W WEEBEEY
HKAS 19 (2011) Employee Benefits® EEeHENFE19% BEERAY
(ZF——%5)
HKAS 27 (2011) Separate Financial Statements® BEEGHERNFEF BUMBERR"
(Z2——%)
HKAS 28 (2011) Investments in Associates and Joint Ventures” ERGHERFENRRE REERAREERE
(Z2——5) Mg E"

a Golden Shield Holdings (Industrial) Limited Interim Report 2011



Notes to the Condensed Consolidated Interim Financial Statements (continued)
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3. Principal Accounting Policies (continued)

@ Effective for annual periods beginning on or after 1 July 2011
® Effective for annual periods beginning on or after 1 January 2012
© Effective for annual periods beginning on or after 1 July 2012

@ Effective for annual periods beginning on or after 1 January 2013

The Group is in the process of making an assessment of the impact of
these new and revised HKFRSs upon initial application, and so far, the
Group believes that these new and revised HKFRSs are unlikely to have
a significant impact on the Group’s results of operations and financial
position.

Segment Information

The Group identifies operating segments and prepare segment
information based on the regular internal financial information reported
to the executive directors for their decisions about resources allocation
to the Group’s business components and for their review of the
performance of those components. The business components in the
internal financial information reported to the executive directors are
determined following the Group’s major operations.

The Group’s operating business are organised and managed separately
according to the nature of products, which each segment representing
a strategic business segment that offers different products in the PRC
market. The Company’s executive Directors considered that all of the
Group’s revenue, operating results and assets and liabilities for the
Period Under Review was mainly derived from its production and sales
of textile products.

The Company is an investment holding company and the principle
place of the Group’s operation is in the PRC. For the purpose of
segment information disclosures under HKFRS 8, the Group regards
the PRC as its country of domicile. All the Group’s revenue and non-
current assets are principally attributable to the PRC, being the single
geographical region.

3. FTEZ

n-l_IBZEE(Z‘“

O R-F——FL A ZEFIEF
JE H [ AR

O R-ZB-—CF-—A—HRAZEHEEF
B [ 4 3L

O R-F——FLH-HEZEFIEF
JE H [ AR

O R-F—=F—F-HZ#FLEHF
B [ 4 3L

AEBEFGEERERZERT REE
REEMBHRESEINNEE  KEEM
B REMITREETEEY B REE
AT EHAEENELEE RMENR
MERBERTE -

AN %‘_ /GQ*’I_

AEFEDREBEAATEETRENEHN
BUBER ERLEDMEEHED B
ﬁﬂuﬁﬁgﬁ PERERERNKEER

DERRERBERZZEFIORR -
<Wﬁﬁ§$ﬁ%%ﬂ%%ﬁﬁﬂ¢%
EHWMODRBASEN T EERME

.
iE °

AEENEEXBIOREERELMBE
VHEHRREE MoMERE @RS
BmSRENTRERNREEXE D
B ARBWATEER R AEER
CIEMEMENRE BLEXEEUARE
ERRBEIERAHBERNEERIH

& o
=

ARAB—REEZERAR MAKH
HENTEMHUATEH - BRESE
B BRELNESEBKESBERM
FASERRTEREMERK K
SEMARGERERDEETERAT
Bl (RE—ME) -

SEER(ER)ARAIAT —FT——FHHRE



Notes to the Condensed Consolidated Interim Financial Statements (continued)
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5. WaE KR H AU A

Wa R AREENEXE  FEREES
RELEmNERFE UEMKER

5. Revenue and Other Income

Revenue, which is also the Group’s turnover, represents the net
invoiced value of goods sold, after allowances for returns and trade

discounts (net of value-added tax) during the Period Under Review.

An analysis of the Group’s revenue and other income is as follows:

BRENMEZTINGIREER) -

ANEBE Y M EBWARDFTMT

For the six months ended 30 June

BEANA=ZTHLEAEAR

2011 2010
—=2——F —E-FF
(Unaudited) (Unaudited)
(RE&EZ) (REEZ)
RMB’000 RMB’000
AR¥T T ARET T
Revenue g 2%
Sale of goods HEE M 425,410 336,795
Other income Hiug A
Bank interest income HRATH B WA 483 242
Gain on sale of scrap materials o B R = 358 189
Others =] 540
971
: = B
6. Finance Costs Bl & B AR
An analysis of finance costs is as follows: BEKAHDTIT
For the six months ended 30 June
BEANA=1THILAMEA
2011 2010
—2——F —E-TF
(Unaudited) (Unaudited)
(REEEZ) (CREEEZ)
RMB’000 RMB’000
AR¥T T ARBT T
Interest on bank borrowings wholly HARAFANBHEEN
repayable within five year RAITIE TS 726

a Golden Shield Holdings (Industrial) Limited Interim Report 2011




Notes to the Condensed Consolidated Interim Financial Statements (continued)
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7. Profit before Income Tax 7. BRETEHARA
The Group’s profit before income tax is arrived at after charging: AEEBRMERANENENER T E
I8 :

For the six months ended 30 June
BEAA=1THILAMEA

2011 2010
—=——fF —E-TF
(Unaudited) (Unaudited)
(REEE®) (CREEEZ)
RMB’000 RMB’000
AR¥T T AR T T
Cost of inventories sold EEFEKA 342,796 261,034
Depreciation of property, plant and ME BENLEREITE
equipment 4,870 4,797
Amortisation of prepaid land lease T8 £ b 7R & FRE 6
payments 132 129
Property, plant and equipment written off Y% - B MR R s 199 —
Loss on disposal of property, plant and HEME BELREHENERE
equipment 105
Auditors’ remuneration (Note) =% B BN & (B 2F) 68
Employee benefit expenses EERIAZ (BREEZHE)
(including directors’ remuneration)
Wages and salaries TERS® 27,348
Share-based compensation LARE 15 A ZE 0 A 3R BN —
Pension scheme contributions RIS FT AR 3,289
Staff welfare and other expenses ETREMEEMFX 2,228
32,865
Note: Auditors’ remuneration was related to the fee for statutory audit service Bt et - %% 20 A0 B % £2 [m) K 5 B = Z [ B 2 AT
paid to the PRC local auditors of the Group’s major subsidiary, Golden LB OZE) B R B A B
Shield Textile (Jing Yang) Co., Ltd* (& E#h#(<F5) B MR A E) BB ETEFEECRET I ERA

BE -

SEER(ER)ARAIAT —FT——FHHRE u



Notes to the Condensed Consolidated Interim Financial Statements (continued)
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Frie i

For the six months ended 30 June
BERNA=ZTHLEXRERAR
2011 2010
=% —T-%F
(Unaudited) (Unaudited)
(REEX) (R EZ)
RMB’000 RMB’000
AR®ET T AR T T

8. Income Tax Expense 8.
Current tax — PRC — Current period PIERRE 18 — p B — ZX HA RS
Deferred tax — Current period EIER T8 — AN HR

17,139 16,871
308 (1,386)

17,447 15,485

The Group is subject to income tax on an entity basis on profits arising
in or derived from the jurisdictions in which members of the Group are
domiciled and operated. No provision for Hong Kong profits tax has
been made as the Group did not generate any assessable profits
arising in Hong Kong during the Period Under Review.

Enterprise income tax (“EIT”) arising from the PRC for the Period Under
Review is calculated at 25% of the estimated assessable profits.

A reconciliation of the income tax expense applicable to profits before
income tax at the statutory tax rate to the income tax expense at the
effective tax rate for each of the reporting periods is as follows:

AEEERAEBEXRERRFELEE
MRDERBEMEEMBMHERN  RE
BEEINMBN - ARAEER LD E
HEYEEEBELTMNERBER -
B I A BB SRR

CEMENTECEMGER(EEMR
Bt 1) A T E AR B M 25% 5T & o

& HREE AR ERR S B A A
SHRBERX (BOEEHRXRFTE) M
TR E P15 BIR R X A B R

I 89 Bt
RE R

mF :

For the six months ended 30 June
BEAA=+HILEAEA
2011 2010
—2——F =
(Unaudited) (Unaudited)
(REEZ) (RfsER)
RMB’000 RMB’000
AR¥T T ARBTT

66,208 62,893

16,552 15,723
895 (238)

Profit before income tax bR BT 15 B4 A & 7

Tax at EIT rate EEERMSHRMEFENTIE
Others HAth

Income tax expense Frisfim =

17,447 15,485
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Notes to the Condensed Consolidated Interim Financial Statements (continued)

~

Dividends

No dividend had been declared by the Company or any of its
subsidiaries during the Period Under Review (six months ended 30
June 2010: RMB Nil).

Earnings Per Share

The calculations of basic earnings per share for the six months ended
30 June 2011 and 2010 are based on the profit attributable to owners
of the Company of approximately, RMB48.8 milion and RMB47.4
million respectively, and on the 753,520,000 ordinary Shares issuable
(being the number of shares of the Company prior to the Listing) as if
these Shares had been issued throughout the reporting periods. No
diluted earnings per Share is presented as the Group has no dilutive
potential shares during the reporting periods.

10.

il B3R & o 5 B 3 SR AR B R ()

e
A ) 3 A £ 28 4 LR A 3
BERRE(ME-T—BFAA=T

E|JJ:/\1.)EJ . AEMEE)

BRER

HE-_ZT——FR-_Z—ZFTF A

THERBEANBREREF DR E
RABBEEARERMNSBHARE
48,800,0007T M A R % 47,400,0007T + LA

% 753,520,000 i% 7] 3 17 I @ A% AR (BD k&
MR AR ﬂ%hﬁ%@% 5 WIS
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Notes to the Condensed Consoliduted Interim Financial Statements (continued)

WHREES TP ERRM T @

11. Property, Plant and Equipment N Y -BERZRHE

Furniture,
fixtures and

Plant and office Motor Construction
Buildings  machinery equipment vehicles in progress Total
R4
B E Rk HER
BF Wi MOAERE AE EEIR BE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

AREFR ARBTL ARETFR ARBTL ARBTI ARBTR

Cost: AN
At 1 January 2010 W —ZF
—A—H 25,495 25,882 359 1,885 58,019 111,640
Additions NE 9 2,657 165 — 27,272 30,093
Disposals HE — (992) - - (114) (1,106)
Transfer i 44,733 40,384 — — (85,117) —
At 31 December 2010 RZT—ZF
—A= 70,237 67,931 514 1,885 60 140,627
Additions NE - - 8 — - 8
Written off i 48 — (559) — — — (559)
Transfer [ 60 — — — (60) —
At 30 June 2011 MNZT——%F
~NA=+H 70,297 67,372 522 1,885 — 140,076
Accumulated depreciation S i
At 1 January 2010 NZE—TF
—A—8 5,124 18,722 185 231 — 19,262
Provided for the year FE RS 2,404 7,122 53 191 — 9,770
Disposals HE — (684) - - - (684)
At 31 December 2010 RZZE—TF
+ZA=+—8 7,528 20,160 238 422 — 28,348
Provided for the period HIRT B 1,358 3,382 34 96 - 4,870
Written off Jit 85 — (360) - - = (360)
At 30 June 2011 R-_T——%F
NA=1+H 8,886 23,182 272 518 — 32,858
Net carrying amount: BREFE:
At 30 June 2011 MNZT——%F
(Unaudited) NA=+H
(REEEXR) 61,411 44,190 250 1,367 — 107,218
At 31 December RZE-TF
2010 (Audited) +=ZRA=+—A”
(& #EZ) 62,709 47,771 276 1,463 60 112,279
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Notes to the Condensed Consolidated Interim Financial Statements (continued)
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12. Prepaid Land Lease Payments 12. A LB EFE

At 30 June At 31 December
2011 2010

R=ZF——%F RZE-F
AA=1TH =
(Unaudited) (Audited)
(REEER) (&%)
RMB’000 RMB’000
ARET T ARBT T
At beginning of the period/year B3, 1) 9,874
Additions NE 90
Amortisation #5H (260)
At end of the period/year R R 9,572 9,704
The Group’s prepaid land lease payments represent payments for land AREBOEMN T HHAERBERBED
use rights in the PRC under medium term leases. HHEAERDTEO Lt FERAESNHR
b
As at 30 June 2011 and 31 December 2010, certain bank borrowings Bz Z——EFEXNA=+tHE_Z—
of the Group were secured by certain of the Group’s prepaid land lease EF+_A=+—H AEBETFHET
payments, which had aggregate carrying amounts of approximately BEEUXREEEREZEBED IO AR
RMB4,875,000 and RMB4,948,000 respectively (Note 24). 4,875,0007T &2 A R # 4,948,000 7T #) & T
TE A 4 4 78 & FRIEE IR (MY 52 24) -
13. Deferred Tax Asset 13 EXERIBEEE
The movements in deferred tax asset in relation to provision of social REE FEETSREHRES BE
insurance contributions fund during the period/year are as follows: EBRNELEHRBEENESH O T
At 30 June At 31 December
2011 2010
R-ZE——F RZZT—TF
AU l=l - — A =1—H
(Unaudited) (Audited)
(REEEZX) (&%)
RMB’000 RMB’000
ARBT T ARBTT
At beginning for the period/year =) 308 3,438
Recognised in profits or loss (Note 8) RiB P ER (M 28) (3,130)

At end of the period/year HR R _ 308
SEEREER)ERATA T —FFhHRE u




Notes to the Condensed Consolidated Interim Financial Statements (continued)
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14. Inventories

At 30 June At 31 December

2011 2010
R-ZZE——F RZZE—F
AV l=l | — 7 =1—H
(Unaudited) (Audited)
(REEER) (&%)
RMB’000 RMB’000
ARBT T ARBT T
Raw materials B AR 12,611
Work in progress TR 651
Finished goods RUAK oA 11,676
40,878 24,938
- 5z o
15. Trade Receivables 15. EWWE Z R
As ageing analysis of trade receivables of the Group at the end of each REREMRIZEZARFENLE
reporting period, based on the invoice date, is as follows: JEWE ZRFAERE DT AT
At 30 June At 31 December
2011 2010
R-ZE——F RZT—ZF
ARA=ZTH aeciEaka=
(Unaudited) (Audited)
(REER) (f& &%)
RMB’000 RMB’000
ARBT T ARBTT
Within 3 months —@AR 146,605 129,205
The Group’s trading terms with customers are mainly on credit. The AEBHEEPHNESBRAETEUEER
credit term is generally 90 days. The Group’s trade receivable are NET - EEH B AVK - AEEH
interest-free. EWE GERBRE -
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Notes to the Condensed Consolidated Interim Financial Statements (continued)
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16. Prepayments, Deposits and Other Receivables 16. FE{T 3 E & R H b
FE WL 7R I8

At 30 June At 31 December
2011 2010

R-ZE——F RZT—TF
AA=1TH =
(Unaudited) (Audited)
(REEZ) (EEZ)
RMB’000 RMB’000
ARET T ARBT T
Prepayment to suppliers TEAT R R SRIA 16,363
Deposits & 140
Prepaid expenses FERAX 5,408
Other receivables H b FE W SRR 7,660
27,054 29,571
5 o
17. Trade Payables 17. BHE SR
The trade payable are interest-free. Generally, the credit period is ERNBZERBTE —MmME &
approximately 90 days. An ageing analysis of the trade payables of the EHX AR -MNEMEHEMRIEHEE
Group as at the end of each reporting period, based on the invoice A ENAEBENE S RANERR
date, is as follows: DT
At 30 June At 31 December
2011 2010
R=F——F R-ZF—FF
ANA=1TH il
(Unaudited) (Audited)
(REEER) (EEZ)
RMB’000 RMB’000
ARET T ARBTT
Within 3 months =EAA 9,452

SEER(BE)ERAT T —FFhHRE u
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S =+
18. Accruals and Other Payables 18. EET AR IE R H At B I FR I8
At 30 June At 31 December
2011 2010
R-T——F RZE—F
AV l=l | — 7 =1—H
(Unaudited) (Audited)
(RE&EZ) (&%)
RMB’000 RMB’000
ARET T ARET T
Accruals and other payables (Note) JEEEFRIE I E b fE A FRIE (BT ) 14,966
Social insurance contribution payables FET it =R 1,232
Other taxes payables E A R IR 5,444
23,456 21,642
Note: As at 30 June 2011 and 31 December 2010, accrual and other payables Kiit - RZF——FNA=ZFAR=ZF—F
included amounts due to shareholders of approximately RMB?7,124,000 FEFZH=1—H" Ei#BELRAEM
and RMBS5,786,000 respectively which represented the Listing expenses ETHECIEENREDEAIARE
paid on behalf of the Group. The Directors consider that the amounts due 7,124,0007T J A R 16,786,000 + £
to shareholders will be settled from the proceeds of the Listing. RAEBZL (TR LT - EFRBIE
NZERREEREULTAIEHE
1T
. iy e = A
19. Bank Borrowings 19. $R 1T & =K
At 30 June At 31 December
2011 2010
R=-ZE——F RZE—F
ARA=TH =
(Unaudited) (Audited)
(RE&ERZ) (& E=z)
RMB’000 RMB’000
AREETTT ARET T
Bank loans repayable within one year AR —FREENHFEITER
— Secured — B 6,850 6,850
The fixed interest rate of the Group’s borrowing during the period from WZE-—ZEF+-_A=+—HE_Z—
31 December 2010 to 30 June 2011 is 5.31%. —FRNAZ+HBE AEEEFRH
EMER5.31% °
Details of the assets pledged to secure the bank borrowings of the REEAEERTERONEEREES
Group were disclosed in Note 24. 1B R 24 FE -
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20. Provisions 20. B 1E

At 30 June At 31 December
2011 2010

R=Z—— eI
AVCEER=EN - — A =+—H
(Unaudited) (Audited)
(RRBREX) (&%)

RMB’000 RMB’000
ARBTT AR T T

At beginning of the period/year 9, F )

6,384 6,582
Amounts utilised during the period/year R/ EFRNCEHTE (95) (198)

At end of the period/year HR ER 6,289 6,384

The Group provides for probable future staff termination benefits AEEHRBEHEREEHA-ZSE—F
expected to be made to employees of Jing Yang Spinning Mill* (&[5 £ AR A UKHE 55 A R 2R A] BE (A
HR45 4 8%) under the acquisition agreement dated 14 September 2001. K Z RO EBRNESRBEMNE TR IE
The provision is based on the best estimate of the probable future ERARAELEE EREEDERS
payments at the end of each reporting date. 8 3R 5 BR R ¥ R R AT B 2 AT M RIE B9 %

FEhEFEFAE -
*  For identification purpose only
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Notes to the Condensed Consolidated Interim Financial Statements (continued)
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21. Share Capital 21. IR A
During the Period Under Review, the movements in authorised and REEEAME AT RBETRAZ S W
issued share capital were as follows: T

Number of
ordinary Shares of
HK$0.10 each

Nominal value of
ordinary shares

SREE010E T
ZEBREE ZERRMOEE
HK$’000 RMB’000
FET AEBTT
Authorised: SEE
On incorporation, and at ReEfas B 8RR
31 December 2010 —TE-FTFE+-A=+—H ) 3,000,000 300
Increase in authorised capital SETE R AR IE N (ii) 1,997,000,000 199,700
As at 30 June 2011 R-ZZE——FA=1+H 2,000,000,000 200,000
Issue and fully paid: EEITRERE
On incorporation, and at R BE R R
31 December 2010 —ZE-ETF+-_/F=+—H 100 — -
Issue of share for BITROAEITTESR
the Reorganisation 999,900 100 83
As at 30 June 2011 R-ZE——FNA=1+H 1,000,000 100 83
) The Company was incorporated in Bermuda on 2 July 2010 with ) ArERZ-ZZET—ZFLHA-H

REREETMAL EAEBRARS
300,0007% 7T * 73 /33,000,000 & &
B - H 100l EBEHER
“E-TFLAZTARBUERER
BER A 2B AT

an authorised share capital of HK$300,000 divided into 3,000,000
ordinary Shares, 100 ordinary Shares were issued nil paid on 26
July 2010.

BEBRER-_ZT——F A=
TMABREEREE

AN Al ZETE RN E B R R A
1,997,000,000 % & f% ™ 1E€0.01%
JC B9 B% {5 300,000 JT # N =
200,000,000 7T °

(ii) Pursuant to a written resolution of the shareholders dated 24 (i)
June 2011, the authorised share capital of the Company was
increased from HK$300,000 to HK$200,000,000 by the creation
of an additional of 1,997,000,000 Shares of HK$0.01 each.

BHRGEAVBERRKAINR T ——F
NA=ZTBERRAERE AR A EE R
RAHBEHEITRA -

The share capital at 30 June 2011 as shown in the condensed
consolidated statement of financial position represented the aggregate
issued share capital of the companies now comprising the Group.

Golden Shield Holdings (Industrial) Limited Interim Report 2011



Notes to the Condensed Consolidated Interim Financial Statements (continued)
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22. Reserves

Statutory surplus reserve

In accordance with the Company Law of the PRC, the Company’s
subsidiary registered in the PRC is required to appropriate 10% of the
annual statutory profit after tax (after offsetting any prior years’ losses)
determined in accordance with generally accepted accounting
principles in the PRC to the statutory reserve until the balance of the
reserve fund reaches 50% of the entity’s registered capital. The
statutory reserve can be utilised to offset prior years’ losses or to
increase capital, provided the remaining balance of the statutory
reserve is not less than 25% of registered capital.

Merger reserve

The merger reserve of the Group arose as a result of the Reorganisation
which was partially completed on 21 June 2011 and represented the
difference between the consideration under the Reorganisation and the
nominal value of the share capital of the subsidiary then acquired.

Share-based compensation reserve

As mentioned in the Prospectus, on 3 November 2010, in recognition
of Mr. Chen Binghui’s (“Mr. Chen”) contributions to the Group and to
align his interest with the Group’s future success, Mr. Qiu Jianfa (“Mr.
Qiu”) assigned 21 shares in Tong Fa (the “Chen Shares”) as gift to Mr.
Chen. Pursuant to requirements of HKFRS 2, transfers of equity
interests by shareholders to parties that have supplied services to an
entity are share-based payments. This also applied to transfers of
equity instruments in an entity’s parent to parties that have supplied
services to an entity.

All employee services received in exchange for the grant of any share-
based compensation are measured at their fair values. These are
indirectly determined by reference to the equity instruments awarded.
Their value is appraised at the grant date and excludes the impact of
any non-market vesting conditions (for example, profitability and sales
growth targets).

22.

fi& t8

EERERE B

REHEREDE ARA R B M
MERAZASBI0%BIEFEARES
ERAEFENFEEEBRBRE RN (EH
BREMBEFEBER) ZEXERE
HEERBLAEREINZEREIMERY
50% a1k ° OATER B AR EHEBE
FEBRIAREE HEERBENK
THEHBEDDREMEARN25%

SR

AEENAHREEDIABIER T —
—FRNAZT-BEAWMBMAMmEL
DEBENKREEZZREKBOHME R
AR AEEZEHESR -

LURR A % B 1 1Y ¥R BN i £

HMBEREREMAL R_T—FF+—
A=ZR RERBBRIREEE(TREED
HBAREBEHZEBMRGENGSBAE
B R R B R T B 88 - B OE 5T A (BB ST
) B2 B A (TBRE R )
FTREEEREE REZEUBHRS
ERE2FZHAE  RRAGAEREMHR
Bz ALTHEERARZB AR B E
BeR-WTBEBARAERERRH
BREZATHERERE AR ZMAT
Ao

P B WA B B R AR R &
W2 B BIRE DiZEE 2 X FER
By HBENZEMRHZBRATA
MEE REZEEDRKEBHAMGE
K B AL fa] 35 1 45 57 8 15k 1 (71 0 &
M W RHERRER) ZHE -

SEER(ER)ARAIAT —FT——FHHRE a



Notes to the Condensed Consolidated Interim Financial Statements (continued)
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22.

23.

RESERVES (Continued)

Share-based compensation reserve (Continued)

As no quoted price is available for the Chen Shares granted to Mr.
Chen, the Directors use their judgement in selecting an appropriate
valuation technique. Discounted cash flow model is applied to measure
the fair value of the Chen Shares. The growth rates applied in the
discounted cash flow model reflect the long-term average growth rates
for the Group. The discount rates used are pre-tax and reflect specific
risk relating to the Group.

Details of the Mr. Chen’s undertakings were set out in the Prospectus
and the vesting period of the Chen Shares commenced on 3 November
2010 and end on 2 November 2025.

Employee compensation expense of RMB1,033,000 and RMB335,000
has been included in the profit or loss for the period ended 30 June
2011 and year ended 31 December 2010 respectively. It gave rise to
the share-based compensation reserve. No liabilities were recognised
due to equity-settled share-based payment transactions.

CONTINGENT LIABILITIES

As at 30 June 2011, the Group did not have any significant contingent
liabilities (31 December 2010: Nil).

a Golden Shield Holdings (Industrial) Limited Interim Report 2011

22.

23.

ERERD)

LR D & B 1 B0 3R BN 1 £ (o)

BB TR ST A 2 R SR A B0 3 1R it
BE WEEKERHABEEEAZM
BHE BRRESREZCEARNE
EREERDZAFE - FRAREHR
ReREBEZERERMAER 2 KB
FHRRR AR ZBBRERBHREA R
RREAEEFBZHERR

BEREEZALHBCERNBRER
N-BREEROZEBHH_Z—ZF
+—A=BEHB E-_ZEZ-_HF+—A8
ZHE®-

He—_Z——FNAZ+BHLHRBEEE
E-ET-TE+-F=+—HIFEE "
A R #1,083,0007t & A K #335,0007C
ZEERMAIESABEAN  ME
EURG AERBRINGESR S ERRE
REEUROIHORSMEREE-

HAREE

HeE—_Z——FNA=Z+H8 ~xEEH
ERAEANERIREABE(ZE—ZF
+=—A=+—8:&)-
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Notes to the Condensed Consolidated Interim Financial Statements (continued)
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24. PLEDGE OF ASSETS 24. B =K #
At the end of each reporting period, the following assets of the Group RERERR AEBELTEESHTF
were pledged to certain banks for securing the bank borrowings (Note FTHETHRT UEARTASEETT
19) granted to the Group: EEMEA(ME19) :

At 30 June At 31 December
2011 2010

R=-T——% R —ZF

ANA=TH +=—A=+—H

(Unaudited) (Audited)

(REBER) (f& &%)

RMB’000 RMB’000

ARBT T ARBTT

Prepaid land lease payments (Note 12) A L EIE (Mt 12) 4,948

R LK L 4
25. OPERATING LEASES 25. REME
The future aggregate minimum lease payments under non-cancellable AAHHEEHEE T RREREHRS
operating leases are as follows: mr

At 30 June At 31 December
2011 2010

A i —T-T#
AA=1TH k=
(Unaudited) (Audited)
(REEEZ) (EEZ)

RMB’000 RMB’000
AR®ET T ARET T

No later than 1 year TiEBA—F
Later than 1 year and no later than 5 years ~ #Bi8 — (B T #8i@ 1 £F

SEER(BE)ERAT T —FFhHRE a



Notes to the Condensed Consolidated Interim Financial Statements (continued)
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26. COMMITMENTS 26. K IE
The Group had the following capital commitments at the end of each REWER REBEEAUT EARK
reporting period: ¥

At 30 June At 31 December
2011 2010
R=F——% RZF—FF
~NB=TH +—A=+—H

(Unaudited) (Audited)
(REER) (E&EZ)
RMB’000 RMB’000
ARBT T AREBTT
Contracted, but not provided for: BT 418 &) R B
Acaquisition of property, plant and BEWE BMELK
equipment 37,817 37,817
3 ==
27. RELATED PARTY DISCLOSURES 27. BBIEF K &
(@) Balance and transactions @ #HBEXRS
Other than the related party balances and transaction disclosed BRMFE18TH BRE cBER SR K
in Note 18, the Group had the following material transactions RSN - AN B RN el BB HA ) £
with related parties during the Period Under Review. FEETINERRS -
During the six months ended 30 June 2010 and 2011, the Group BEZT—ZEFRER=FT——FRX
used the land and building owned by Shaanxi Golden Shield A=+B1AER AEBEEEFS
Textile Co., Ltd"(BkALE#BBERAA) (“Shaanxi Golden RoRmEES&AR QR (R
Shield”) as its cotton spinning/weaving mills at nil consideration. SEDEBN T REFELBL
Shaanxi Golden Shield, a company established in the PRC, was WM RS E AR B
controlled by Mr. Chen, an executive Director, and Mr. Lin NZAR ARITESRAEERIE
Shuging, a non-executive Director. BMITEEMEEFIEH -

* For identification purpose only
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Notes to the Condensed Consolidated Interim Financial Statements (continued)
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27. RELATED PARTY DISCLOSURES (continued)

(b)

Compensation of key management personnel

The emoluments of Directors who are also identified as members
of key management of the Group during the reporting period are
set out as follows:

il B3R & o 5 B 3 SR AR B R ()

7. BEFBRE

b TEEEAENHMH

Eéi SHHRBSRARETEE
BABNEZENMEHIIOT :

For the six months ended 30 June
BERAZTHLEXREA
2011 2010
—E——5F —E-FF
(Unaudited) (Unaudited)
(REER) (REgE®R)
RMB’000 RMB’000
ARMT T AR T T

Fees we —
Salaries allowances and e FULEDREF

benefits in kind 173
Pension scheme contributions RS AT B R 9
Share based compensation VAR 15 A L1 A 3R BN -
Total HEf 182

SEER(BE)ERAT T —FFhHRE g



Notes to the Condensed Consolidated Interim Financial Statements (continued)
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28. EVENT AFTER REPORTING PERIOD

Q)

In preparing for the Listing, the companies now comprising the
Group underwent the Reorganisation to rationalise the group
structure. As a result of the Reorganisation, the Company
became the holding company of the Group on 21 June 2011.
Details of the Reorganisation and other changes are set out in
the paragraph “Corporate Reorganisation” in Appendix VI to the
Prospectus.

On 14 July 2011, the Company allotted and issued 752,520,000
ordinary Shares as fully paid to the then existing shareholders by
the capitalisation of an amount of HK$75,252,000 (equivalent to
approximately RMB62,459,000) in the share premium account of
the Company.

On 14 July 2011, the Company issued 188,380,000 new
ordinary Shares for cash pursuant to the Company’s initial public
offering and placing at a price HK$0.7 per Share to the public for
the Listing. Net proceeds from such issue amounted to
HK$119,200,000 (approximately RMB98,936,000).

29. APPROVAL OF THE INTERIM CONSOLIDATED
FINANCIAL STATEMENTS

These interim consolidated financial statements were approved and
authorised for issue by the Board on 26 August 2011.

@ Golden Shield Holdings (Industrial) Limited Interim Report 2011

28. MEHREE

29.

(1)

REBLED BAREREAEEZRQ
AEITEAIAIRIESEEERE - B
ETER ARARZZE——FRX
AZT—HRAAEENERA
Bl BANEMEBFBHIINA
RERMEARIARER] —B -

WRZZE——F+tA+HA A2
AEBBARTERMDEERR
75,252,000/ T (FHE RO AR
62,459,0007T ) & A~ 1k ify M) H B IR
A % 5 B #F K B 17752,520,000 /%
HREER -

RZEBE——F+A+HB AQ
AIMLETMEBARANE XA
BRERBEERSRTBETLHER
M) A T E 17188,380,000 I% & 38 A%
NI & - ZBITHAERE
58 119,200,000 7T (H A R
98,936,0007T) °

HERHGES M BRE

ZETHGR AU BRERCEESFEN =

=
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