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Corporate Information

NEER

Board of Directors
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Corporate Information (Continued)

DA EFR (F)
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Financial Highlights
MBREE

Revenue was approximately RMB484 million, representing an increase
of approximately 13.7% over the corresponding period of last year.

Gross profit was approximately RMB76 million, representing a decrease
of approximately 8.4% over the corresponding period of last year.

Gross profit margin was approximately 15.6%, representing a decrease
of 3.8 percentage points as compared with the gross profit margin of
approximately 19.4% for the corresponding period of last year.

Net profit attributable to owners of the Company was approximately
RMB33 million, representing a decrease of approximately 32.2% over
the corresponding period of last year.

Net profit margin decreased 4.7 percentage points from approximately
11.5% for the six months ended 30 June 2011 to approximately 6.8%
for the six months ended 30 June 2012.

Basic earnings per Share was approximately RMB3.5 cents
representing a decrease of approximately 45.7% 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 2012.
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Management Discussion and Analysis

BERE WD

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
2012 (the “Period Under Review”) together with comparative figures for the
corresponding period in 2011.

Industry Overview

During the Period Under Review, the textile industry in China was significantly
affected by the challenging global macroeconomic situation. Factors such as
weak demand in both overseas and domestic markets and the decrease in
cotton price in both domestic and overseas markets caused a decline in the
textile industry in China. As a result, the whole industry saw a slowdown in
production growth and domestic sales, and declining earnings.

The market showed signs of slowdown in growth rate for the first half of
2012. According to the statistics released by the National Bureau of Statistics
of China, from January to May 2012, sales of apparel, footwear, headwear
and knitwear by companies with over RMB20 million in annual revenue in
China grew by approximately 6.2% as compared with the corresponding
period of 2011, which was approximately 7.3% lower than the growth rate of
the corresponding period of last year. Moreover, according to the statistics
released by the China National Textile and Apparel Council Statistics Center,
during the first five months of 2012, domestic sales value of large textile
enterprises in China rose by approximately 13.4%, which was 18.5% lower
than the growth rate as compared with the corresponding period of 2011.
The proportion of domestic sales increased to approximately 84.2% as
compared to approximately 82.7% for the corresponding period of 2011.

In addition, during the Period Under Review, the demand from overseas
market shrank to negative growth. According to the China Customs, from
January to July 2012, the total export of textile and apparel amounted to
USD137 billion, resulting in a year-on-year decline of 0.2% mainly caused by
the slowdown of imports in the United States, European Union and the
Japanese market. From January to June 2012, China’s textile and apparel
exports to the United States amounted to approximately USD18 hbillion,
resulting in an increase of only 1.75% which represented 7.44% lower in the
growth rate over the same period of 2011. Exports to the European Union
amounted to approximately EURO 16 billion, resulting in a decrease of 7.73%
which represented 21.24 percentage points lower in the growth rate over the
same period of 2011. Exports to Japan amounted to 1 trillion yen, resulting in
a 0.48 percent decrease which represented 10.49% lower in the growth rate
over the same period of 2011.
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Management Discussion and Analysis (Continued)
EEENRED (&)

Based on the Cotton A Index in China, the average price of cotton in the first
half of 2012 was RMB20,438 per ton, a decline of approximately 29.9% as
compared with the corresponding period of 2011. The average price of
cotton according to the Cotlook A Index was 95.36 US cents per pound,
which was a decline of approximately 49.9% as compared with the
corresponding period of 2011. The above showed a continuous decline trend
of cotton price in both domestic and overseas markets. Therefore, it was
difficult to lift the prices of textile products, which significantly affected the
Group’s overall profitability.

During the Period Under Review, our revenue was approximately RMB484
million, representing an increase of approximately 13.7% from the
corresponding period of 2011. Net profit attributable to owners of the
Company was approximately RMB33 million, representing a decrease of
approximately 32.2% as compared with the corresponding period of 2011.
Earnings per share were RMB3.51. The Group’s gross profit margin for the
first half of 2012 was approximately 15.6%, 3.8% lower than that in the
corresponding period of 2011.

Surging labor and other production costs, funding difficulties in global
macroeconomic situation, and other issues are not expected to be resolved
in the near future. The movement in the cotton price trends in both domestic
and overseas markets remains uncertain. As such, the operating environment
in the China textile industry will most likely pose challenge to industry players.
However, demand for various middle and high-end textile products and
apparel is expected to grow along with the domestic consumption trend. And
following recent adjustment in reserve requirement ratio and interest rate cuts,
it is expected that more favorable policies will be announced to stabilize the
economy, which would relieve the slowdown of the textile industry in China, in
the second half of 2012. Hence, despite operating under tough business
environment, we believe the industry will show low, but positive growth.

We intend to adhere to our strategy by focusing on high-end products and to
take advantage of the industry consolidation to expand our presence. We will
also proactively launch new products and optimize our product mix by
leveraging our financial resources and market position. With good
understanding of the market changes, we will be able to better grasp the
opportunities amid the adjustment and are confident in counteracting market
volatility.
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Management Discussion and Analysis (Continued)
B 8 & W B AT ()

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 yamn business, grey
fabrics business, and sales of lint cotton accounted for approximately 61.4%,
7.7% and 30.9% respectively of the Group’s total turnover respectively. As at
30 June 2012, the total designed annual production capacity of the Group’s
cotton yarns and grey fabrics were 36,200 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 decreased by
approximately 20.5% to approximately RMB296.9 million (six months ended
30 June 2011: approximately RMB373.3 million), accounting for
approximately 61.4% (six months ended 30 June 2011: 87.7%) of the
Group’s total turnover. Gross profit margin of cotton yarn business declined
from approximately 18.9% in the six months ended 30 June 2011 to
approximately 18.3% in the Period Under Review due to the decrease in
average selling price of cotton yarn.

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 RMB114.1 million, representing an increase
of approximately 67.5% from approximately RMB68.1 million for the six
months ended 30 June 2011 and accounted approximately 23.6% of the
Group’s total turnover (six months ended 30 June 2011: approximately
16.0%). Moreover, gross profit of combed cotton yarns increased by
approximately 32.0% from approximately RMB15.3 million in the same
period in 2011 to approximately RMB20.2 million in the Period Under Review.
Gross profit margin of combed cotton yarns in the Period Under Review
decreased by 4.7 percentage points when compared with the same period in
2011 to approximately 22.4%.
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Management Discussion and Analysis (Continued)
B 8 & W B AT ()

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.

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 decreased by approximately 40.1% over the corresponding
period in 2011 to approximately RMB182.9 million, accounting for
approximately 37.8% of the Group’s total turnover (six months ended 30
June 2011: approximately 71.7%). Gross profit of carded cotton yarns in the
Period Under Review also decreased by approximately 38.2% to
approximately RMB34.2 million from approximately RMB55.3 million in the
same period in 2011.

Grey Fabric Business

In line with current development strategy, the Group continued to reduce 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 RMB37.2 million (six months ended 30 June 2011:
approximately RMB52.1 million), which accounted for approximately 7.7% of
the Group’s total turnover (six months ended 30 June 2011: approximately
12.3%). Gross profit of grey fabrics decreased from approximately RMB12.0
million for the six months ended 30 June 2011 to approximately RMB8.4
million, representing a decrease of approximately 30.0%, while gross profit
margin dropped slightly from approximately 23.0% in the same period of
2011 to approximately 22.6%. The Group currently provides 19 grey fabric
models and will adjust the proportion of its businesses according to the
changes of the market demands.
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Management Discussion and Analysis (Continued)
B 8 & W B AT ()

Prospects

The Group will upgrade its existing production facilities to improve efficiency
and product quality.

The Group continued to further optimize its product portfolio to cater to
market demand. It also took a more flexible approach to its sales strategy and
made other improvements across its value chain, from research and
development, to procurement, production and marketing and sales so as to
ensure its stable operation. The Group is confident that it will overcome the
current challenges and take advantage of opportunities arising from
consolidation to further enhance its dominant position in the industry.

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 yamn is a raw materials 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)
EEENWED M (E)

Financial Review Bt 7% B B8

Revenue Uy =

The following is an analysis of the revenue by major product categories during 3k A Bl EE B F 2 RMAR 2 WEm DT -
the Period Under Review:

For the For the
six months ended six months ended
30 June 2012 30 June 2011
BZE H=E
—E-=F —E——F
ANA=tBIEXREAR NA=Z+THLEREA
RMB’000 % RMB’000 %
AR T AREFT
Cotton yarn ik 373,290 87.7
Grey fabric b7 il 52,120 12.3
Sales of lint cotton 57 1% 84 & - -
Total et 425,410 100
Cotton Yarn Products W E m
Set out below is an analysis of revenue by major cotton yarn categories IR BIIAEEREEMEIZRER 2 T 2R
offered by the Group during the Period Under Review: WERBI DBz WS
For the For the
six months ended six months ended
30 June 2012 30 June 2011
BE H=E
—E-C=F —T——%
ANA=t+TBIEXREAR ANA=Zt+HLEXNEA
Product category Count No. RMB’000 % RMB’000 %
EmiE Rl ¥ AR¥TR ARBFT

A. Carded cotton yarns A, E #1540

Medium-count yarns R 191028 197 285 18,246 4.9

Fine-count yamns W 29 to 58 20% E58% 214,096 57.4

High-count yarns SE 60 orabove 6037 3k LA L 72,878 19.5
Sub-total INEt 305,220 81.8
B. Combed cotton yarns B. #& i i8 4

Fine-count yarns Mz % 29 to 58 20% £58% 68,070 18.2
Sub-total NET 68,070 18.2
Total #Et 373,290 100
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Management Discussion and Analysis (Continued)
B fE & W EE AT (8])

Grey Fabric Products

Set out below is an analysis of revenue by major grey fabric categories offered

by the Group during the Period Under Review:

5 7 i
TREJNAEEROBEYEZRERZTERL
MR DB ZWED

For the For the
six months ended six months ended
30 June 2012 30 June 2011
BZE S
—E-C—F —E-—%
A~NA=+HIEA@EA NAZTHLEAREAR

Product category Tex No. RMB’000 % RMB’000 %
EmiER B4R E B AR®T T AREEF T
Fine-count fabrics Pl 1110 20 111§ 22015 37,153 100 52,120 100
Total #aEt 37,153 100 52,120 100
Remarks: B
(1) Medium-count fabric 21 to 30 tex (19 count to 28 count) (1) FREEHEAAIEE0GS R (192 E28%)
(2)  Fine-count fabric 11 to 20 tex (29 count to 55 count) @ MWBEAERBEIIGEE20ESH R (20T E5%)
Sales volume and average selling price HERFHYESE

The following table sets out the sales volume and the average selling prices of

the Group’s cotton yarns and grey fabrics during the Period Under Review:

TR R EEREAEERY REMZH
ENFHEE:

For the six months ended

For the six months ended

30 June 2012 30 June 2011
BZE H=E
—E--F —_EF——
NA=tTHLERNEAR ANA=+HLEREA

Average Average
Total selling price Total selling price
sales volume (Note) sales volume (Note)
FHEE FHERE
BB g HBiHE (Ff$ %)
RMB RMB
AR AR
Cotton yarn (tonnes) 4 (WE) 10,896 27,251 11,275 33,108
Grey fabric (kilometres) T (FK) 7,688 4.83 9,542 5.5

Note: Average selling prices represent the turnover for the period divided by the total
sales volume for the period.

M FHEEANRMEEBERARMZEHE -
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Management Discussion and Analysis (Continued)
EEENWED M (E)

Cotton Yarn Products WY Em
Set out below is an analysis of sales volume by major cotton yarn categories TN XR & AEBREEAR K ETER L HER
by the Group during the Period Under Review: DEZIHEDN
For the For the
six months ended six months ended
30 June 2012 30 June 2011
BZE H=E
—E—-C—F —F——4F
ANEB=+HLEAEA ANA=+RHLEANEA

Product category Count No. tonnes % tonnes %
EmiER = L U

A. Carded cotton yarns A, I #i 1540

Medium-count yarns & % 40 1910 28 19 F28% 646 5.7

Fine-count yarns 40z %0 29 to 58 20% £58% 6,770 60.0

High-count yarns BXH 60 or above 6037 3k A + 2,071 18.4
Sub-total INE 9,487 84.1
B. Combed cotton yarns B. #&#iig 40

Fine-count yarns 40z % 29 to 58 20% £58% 1,788 15.9
Sub-total NET 1,788 15.9
Total #Et 11,275 100
Grey Fabric Products REEm
Set out below is an analysis of sales volume by major grey fabric categories T~ 7= & 71| 4% 5= B 74 [0 8 HA fdf 42 & & 48 10 48 5
by the Group during the Period Under Review: DEZHEEDNT

For the For the
six months ended six months ended
30 June 2012 30 June 2011
Bz HZE
—E2-=F —F——F
ANA=tTBIEXREAR ANA=Zt+HLEXNEA

Product category Tex No. kilometres %  kilometres %
EmiE Rl AR E B Fk FoK
Fine-count fabrics 432 A kY 11 t0 20 111§ = 201% 9,542 100
Total @at 9,542 100

12
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Management Discussion and Analysis (Continued)

EEEWED (R

The following tables 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:

TRIFIASEREERRIZEZRYER
DHERETEARBRN DB FHEEIN

Cotton Yarns Products WO ER
For the
six months ended
30 June 2012
BE
—E—-F
RA=Z+HL
A~EA
Product category Count No. RMB/ton
ESER T AR® W
A. Carded cotton yarns A TR
Medium-count yarns Ry 19t028 19X FE28%
Fine-count yarns sz 4 20t058 29X F58%
High-count yarns = 60 or above 603 3k LA E
Average price of carded TR 2
cotton yarns T EE

B. ##itR 4

B. Combed cotton yarns

Fine-count yarns Kl 29t058  29% £58%
Average price of combed Binisa 2
cotton yarns FHERE

Average price of cotton yarns 1240 7 F 9B 1§

EEER(ER)ERLT

For the

six months ended
30 June 2011

BH=E

—E——F
NA=+H8IE

~ME A
RMB/ton
AR W

28,242
31,624
35,192

32,173

38,074

38,074

33,108

—-=

=

13
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Management Discussion and Analysis (Continued)

EEE R W RS ()

Grey Fabric Products H =
For the For the
six months ended six months ended
30 June 2012 30 June 2011
BZE HE
—E-CF —T——%F
ARA=tHL ANA=Z+B8LE
~EA 7~ ME A
Product category Tex No. RMB/metre RMB/metre
EmAE R AR EE AR® K ARE K
Fine-count fabrics 487 R 111020  11{€ZE20(& 4.83 55
Average price of grey fabrics  #£ 171 2 159 (B #& 4.83 5.5

The revenue increased by approximately 13.7% to RMB483.6 million for the
Period Under Review from RMB425.4 million for the six months ended 30
June 2011.

Cotton yarn products

The revenue derived from the sales of cotton yarns decreased by
approximately 20.5% to approximately RMB296.9 million for the Period Under
Review from approximately RMB373.3 million for the six-months ended 30
June 2011. The decrease in revenue was primarily due to the decrease in
average selling price of cotton yarns by approximately 17.7%.

The average selling price of cotton yarns in the Period Under Review
decreased by approximately 17.7% to approximately RMB27,251 per ton for
the Period Under Review from approximately RMB33,108 per ton for the six
month ended 30 June 2011. The decrease in the average selling price was
driven by the decrease in average purchase price of lint cotton by
approximately 23.6% as compared with the corresponding period in 2011.

m Golden Shield Holdings (Industrial) Limited  Interim Report 2012
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Management Discussion and Analysis (Continued)
B 8 & W B AT ()

Grey fabric products

The revenue derived from the sales of grey fabric decreased by approximately
28.7% to approximately RMB37.2 million for the Period Under Review from
approximately RMB52.1 million for the six months ended 30 June 2011. The
decrease in revenue was attributed to the drop of the sales volume of grey
fabrics from approximately 9,542 kilometres to approximately 7,688
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 2011.

The directors of the Company (the “Directors” and individually a “Director”)
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 by
other manufacturers 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.

Lint cotton trading

In view of the relatively low cotton price environment from the second half of
2011, the Group commenced lint cotton trading business from the second
half of 2011 and the revenue contribution from sales of lint cotton amounted
to approximately RMB149.5 million, representing approximately 30.9% of the
Group’s total revenue for the Period Under Review.

46 2 fn
AhHEERMELEZHERABE_T——F X
A=+ B 1EXMEAZ 4 A KR %52,100,000 7T &
L E BB AR %37,200,0007T B
1R Z 4 /28.7% W as w2 Ty B R 7 3 2 i
#9542 T KD EXT7,688T KK B —F——
FE MY AEEBAAREN 2ERAK
FRTR LERAXHHER <AKER
WEmBKFEHEE -

ARRER(EZN)RATH LUAEER
WABENBERRL EARTSE EEMEE
BHSTELMEROEEEMATR - 4
HFEMERBBCNMBRE  WERNH
BLESIARRE RSN ERI008 T E
mem—HH AEBERANELREES
ORI MEMER - ZEBSEEEM
RS A SRR B AR E MmN TR RER
T

RBEE

ERE T —FTEFRIEE/RAERE
WBE  KREBR - ——F T ELFHEK
WEEEL RRHEETROKZERO A
A R #149,500,000 7T * 1l 4~ £ [ [0 8 BB i 42
Uy %5 4930.9% °

SEER(EX)ERLIA —T--FPHRS m
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Management Discussion and Analysis (Continued)
B fE & W EE AT (8])

Cost of sales $HE R A

The cost of sales is mainly represented by lint cotton cost, direct staff costs $5EXR AN F B AT B AN - HE 8 TR A& &

and production overhead including depreciation and electricity costs. The [EAESH (BIEITERE HKAK) - TRH
following table sets out a breakdown of the Group’s cost of sales by cost of 7| A& E A B EHEIREERAZ D 2 HE

production during the Period Under Review: AR DHT -
For the For the
six months ended six months ended
30 June 2012 30 June 2011
BE-2—=fF HE-T——F
NA=ZTHIEARNEA NAZFTHILERNEAR
RMB’000 % RMB’000 %
AR® T ARET T
Lint cotton 28 351,064 86.1 280,744 81.9
Subcontracting fee INEL & FH — — 9,149 2.6
Direct labour costs EEETKA 26,061 6.4 24,572 7.2
Electricity £ 17,481 4.3 16,007 4.7
Depreciation e 4,340 1.0 4,411 1.3
Other Hh 14,961 3.7 2,668 0.8
Total production costs 48 A BE K AR 413,907 101.5 337,551 98.5
Finished goods movement 2K mEE (5,967) (1.5) 5,245 1.5
Cost of sales ficR= N 407,940 100 342,796 100

The cost of sales increased by approximately 19.0% to RMB407.9 milionfor R Bl B M 2 $H & X A& » A K ¥

the Period Under Review from approximately RMB342.8 million for the six ~ 407,900,0007C * BB Z T ——F A=+

months ended 30 June 2011. This was due to increase in lint cotton  H LE7< 18 A £ A E #342,800,0007T & i 4

purchase for both manufacturing of cotton yarns products and sales of lint ~ 19.0% - Lt Jh AR R BUE MR & & i I 86 & 2 AR

cotton by approximately 25.0% over the corresponding period in 2011, MEREZ R T —— F R HI I I 4925.0%
FTER
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Management Discussion and Analysis (Continued)

EEEWED (R

Gross Profit and Gross Profit Margin EFRNRERE

The following table sets out the analysis of the Group’s gross profit margin -~ T3k £ 5l N2 B A B B 815 2 £ F R D47

during the Period Under Review:

For the For the
six months ended six months ended
30 June 2012 30 June 2011
B=-%—=F BE_T——F
ANRA=THLEREAR ANA=t+HLEAREA
Gross profit Gross profit
Gross profit margin  Gross profit margin
ER E¥ EH E R =
RMB’000 % RMB’000 %
AR¥T T ARBFTT
Cotton yarn Uik 70,601 18.9
Grey fabric b7l 12,013 23.0
Sales of lint cotton K IBiEE - -
Total &t 82,614 19.4
Cotton yarn products BYOEM

Set out below are analysis of gross profit and gross profit margin by major T &R&EHJ| AN EBE N L EPEIREHZ T ER
cotton yarn categories offered by the Group during the Period Under Review: £ 38 RIS EHEF R EF R HH -

For the For the
six months ended six months ended
30 June 2012 30 June 2011
BE-=®2—=fF HE_Z——%F
ANAB=THLEREAR ANA=THILAER
Gross profit Gross profit
Gross profit margin  Gross profit margin
EX ERE EM EF =
Product category Count No. RMB’000 % RMB’000 %
EmAER X E AR®BT ARBFT

A. Carded cotton yarns A I i i 4

Medium-count yarns ) 1910 28 19% E28% 3,202 17.6

Fine-count yarns M4 29 to 58 29% E58% 40,291 18.8

High-count yarns =4 60 or above 6037 8% A £ 11,839 16.2
Sub-total INEt 55,332 18.1
B. Combed cotton yarns B. ¥ #1840

Fine-count yarns [ 29to 58 29% £58% 15,269 22.4
Sub-total NE 15,269 22.4
Total “aEt 70,601 18.9

17
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Management Discussion and Analysis (Continued)
EEEN WD (&

5 7 a
TREJNAEEROBEYEZRERZTERL
WmERDENENRENEDMN

Grey Fabric Products
Set out below is an analysis of gross profit and gross profit margin by major
grey fabric categories offered by the Group during the Period Under Review:

For the For the
six months ended six months ended
30 June 2012 30 June 2011
BE-Z2—=fF HE_ZT——F

NA=ZTRHILEREA
Gross profit

NA=tTHLEREA
Gross profit

Gross profit margin  Gross profit margin

EF ER=E EM E R =

Product category Tex No. RMB’000 % RMB’000 %
EmiE Rl AR B ARMT T ARETTT

Fine-count fabrics sz 11 t0 20 111§ = 2014 8,407 22.6 12,013 23.0

Total = 8,407 22.6 12,013 23.0

18

The overall gross profit for the Period Under Review was approximately
RMB75.7 million, representing an decrease of approximately 8.4% from the
six month ended 30 June 2011 whereas the overall gross profit margin for the
Period Under Review was approximately 15.6%, representing a decrease of
approximately 3.8 percentage points from the approximately 19.4% in the
corresponding period in 2011. The decrease in overall gross profit margin and
the decrease of gross profit were caused by the decrease in gross profit
margin of cotton yarn products and relatively low profit margin of sales of lint
cotton business.

Cotton yarn products

The gross profit for the sales of cotton yarns for the Period Under Review was
approximately RMB54.4 million, representing an decrease of approximately
22.9% from approximately RMB70.6 million for the six months ended 30 June
2011.

The gross profit margin of cotton yarns decreased by approximately 0.6
percentage points to 18.3% for the Period Under Review from approximately
18.9% for the same period in 2011. The decrease of gross profit and gross
profit margin was mainly caused by the decrease in gross profit margin in
combed cotton yarns.
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Management Discussion and Analysis (Continued)
B 8 & W B AT ()

Grey fabric products

The gross profit for the sales of grey fabrics for the Period Under Review was
approximately RMB8.4 million, representing a decrease of approximately
30.0% from approximately RMB12.0 million for the six months ended 30 June
2011.

The gross profit margin for the sales of grey fabrics for the Period Under
Review was approximately 22.6%, representing a decrease of approximately 0.4
percentage points from approximately 23% for the six months ended 30 June
2011.

Lint cotton trading

The gross profit and gross profit margin from lint cotton trading activities were
approximately RMB12.8 million and 8.6% respectively for the Period Under
Review.

Other Income

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

Other income increased by approximately 12.8% to approximately RMB0.9
million for the Period Under Review from approximately RMB0.8 million for the
six months ended 30 June 2011. The increase was mainly due to the
increase in interest 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 25% to approximately RMB6.2
million for the six months ended 30 June 2012 from approximately RMB4.9
million for the six months ended 30 June 2011. The increase was due to the
transportation costs incurred for the sales of lint cotton for the period.

5 7 i

ROEBRE HEAMIENNRARE
8,400,000t BBE-FT——F X XA=+H
LE75 18 A £ A R #12,000,0007T 36 4 #130.0%

REBEME HELRHZENELNH22.6%
RHEE-_ZT——FRAZTHLERBAALD
23% N[ #0.41E B 2 # o

RBEE
EA@EEHJ@F% CHIREBE R ZENREMNE
5 Rl #) A A R #12,800,000 7T £2.8.6% °

Htt g A

Hp AR
FETEUA -

BHBUA - HERERIAREM

ClEEE Htk ARBEE T ——F X
ﬁ*‘?’EIJJ:/\Tlﬂi’]}\Eﬁ%SOOOOOEijJtlf\’J
12.8% Z #J A B #900,0007T ° 1L 38 in = B /i
RF B YA INFTEL ©

7 85 B A

DHRABRERRKDER URHEEA
ERFoMtEREESHK-

/_\,QLI%]EXZ’SEE@:I:—; —FXA=Z+HIER
& B 49 A R % 4,900,000 7T & 0 #125% = # &
—E-—FRNAZTHLERNEAAZHOARE
6,200,0007T © L3N Th A BR A 8H B X R E
A BB AFTER o

SEER(EX)ERLIA —T--FPHRS
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Management Discussion and Analysis (Continued)
B 8 & W B AT ()

Administration Expenses

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

Administrative expenses increased by approximately 23.8% to approximately
RMB15.0 million for the Period Under Review from approximately RMB12.1
million for the six months ended 30 June 2011. This was mainly due to an
increase in addition administrative expenses mainly including salaries and
social contribution fund as a result of the full operation of the new Production
Plant leased from Shaanxi Pucheng Yinhe Textile Co., Ltd.* (BR7G i3 SR 45
#5 BR & (£ 2 7)) compared with the corresponding period in 2011.

Finance Costs

Finance costs consist of interest on borrowings for purchase of lint cotton.
Finance costs increased by approximately 57.4 times to approximately
RMB10.6 million for the six month ended 30 June 2012 from approximately
RMBO0.2 million for the six months ended 30 June 2011. The increase of
finance cost was due to the increase of bank loans from approximately
RMB6.8 million for the six months ended 30 June 2011 to approximately
RMB206 million for the six months ended 30 June 2012.

Income Tax Expense

Income tax expenses decrease by approximately 32.4% to approximately
RMB11.8 million for the Period Under Review from approximately RMB17.4
million for the six months ended 30 June 2011. The decrease was mainly due
to the decrease in the taxable income for the six months ended 30 June
2012. The effective tax rate for the respective period are 26.3% and 26.4%. It
was in line with the PRC statutory enterprise income tax rate of 25%.

Profit for the Period

As the result of the foregoing, the profit for the Period Under Review
decreased by approximately 32.2% to approximately RMB33.1 million from
approximately RMB48.8 million for the six months ended 30 June 2011. 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
administration expenses and finance cost mentioned above, the net profit
margin decreased to approximately 6.8% for the Period Under Review as
compared to approximately 11.5% for the six months ended 30 June 2011.
Accordingly, the net profit growth for the period has also slowed down.

*

For identification purpose only
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Management Discussion and Analysis (Continued)
B 8 & W B AT ()

Working Capital Management

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

EEETER

TERAFAEEREEHH 2 EREELR
L%

For the six For the

months ended year ended

30 June 31 December

2012 2011

5= HE

—E——F —ET——%F

~A=+H +=A=+-8

LB A LFE

Trade receivables turnover (days)" FERE SEFEEASRBE)" 91.4 715
Trade payables turnover (days)? ERESEFEEASK () 4.8 3.7
Inventory turnover (days)® FEREAH(AE)C 58.8 37.2

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.

) 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.

Average trade receivables turnover days increased from approximately 71.5
days for the year ended 31 December 2011 to approximately 91.4 days for
the Period Under Review. The increase in trade receivables turnover days
throughout the Period Under Review was mainly due to the growth in sales
volume and sales of lint cotton with credit period of 90 days during the Period
Under Review.

Average trade payables turnover days increased from approximately 3.7 days
for the year ended 31 December 2011 to approximately 4.8 days for the
Period Under Review. The trade payables were mainly amounts due to
suppliers for procurement of lint cotton. The increase in trade payables
turnover days throughout the Period Under Review was mainly due to the
growth in volume of lint cotton.

MEE

) EUESEFREESBEESREFEFTIR
FERNFHERESERBRUZEENR
= R1BBLNE A EARI SR LA181 B S — F R
4365 F o

@ ENEZ7RFAAEAEHENEFEFNR
FERONFHENESERGUZTFENEE
RS RBE N8B BRIk IA181 Bkt — 4
FLAB65H °

@B FEAEBHESEREFEFIRFARANTF
HEEGRUZFENHEERAN  REHAE
AEAfI R A181 Bkt —F 5 A365 R ©

REEEH FTHERKESEFRREAHH
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Management Discussion and Analysis (Continued)
B fE & W B AT ()

Average inventory turnover days increased from approximately 37.2 days for
the year ended 31 December 2011 to approximately 58.8 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 and sales of lint cotton
business for the second half of 2012.

Liquidity and Capital Resources

The following table sets forth liquidity and capital adequacy ratios for the

REESRE FHEFEESEAZBEE-Z
——F+-_A=+—HBLEFEHIT28E N
ZH588H  -HREBREBBEHHMZFEEEAH
FAETEHRBYZFEKRKFLARRZE
—CFE T FREBETEMEBEEELSM
E#ETZ THE-

RBEERELER
TRBIDEBHZADHEAS RART R

Period Under Review: &

As at As at
30 June 31 December
2012 2011
i ®
—E-—-=F —ET——4%F
A~A=+H +—-—A=+—H
Gearing"” BEREEHLEO 22.4% 22.9%
Debt-to-equity® BEES RO 31.1% 31.7%
Current ratio B & 3.1 times 3.1 times
aulif= 3.1F

Notes: P E

(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.

The gearing ratio and the debt-to equity ratio slightly decreased to 22.4% and
31.1% respectively as at 30 June 2012 from 22.9% and 31.7% as at 31
December 2011. 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 remained constant as at 31 December 2011 and 30 June
2012. Overall the Group’s current ratio still maintain in a high level, as the
Group maintained a significant level of cash and cash equivalents throughout
the Period Under Review.
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Management Discussion and Analysis (Continued)
&I 8 &Y W B AT ()

Net cash generated from operation activities for the Period Under Review was
approximately RMB96.0 million (six months ended 30 June 2011:
approximately RMB52.2 million). Increase in cash generated from operating
activities in result of the Group’s total cash and cash equivalents amounted to
approximately RMB234.7 million (30 June 2011: approximately RMB228.4
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 2012 are set out in note 24 to
the condensed consolidated financial statements.

Employees and Emolument Policies

As at 30 June 2012, the Group had a workforce of approximately 2,783
employees (30 June 2011: approximately 2,698). Staff cost for the Period
Under Review (including Directors’ remuneration in the form of salaries and
other allowances) was approximately RMB31.9 milion (30 June 2011:
approximately RMB29.6 million). The increase was mainly due to increase in
number of employees 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.

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.

PREERREEEEE2REFEAOA
R #96,000,000c (BE-_ZT——F A=+
BN A - # AR B52,200,0007T) © &4 5F
HEEAZESENIEARAEE RS RER
S EEWBEEEN AR234,700,0007T (ZF
——HFNA=+8: % AR¥228400,0007T) °
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Management Discussion and Analysis (Continued)
&I 8 &Y W B AT ()

Interest Rate Risk

We are exposed to interest rate risks resulting from our long-term and short-
term borrowings. We review the mix of our borrowings regularly to monitor
our interest rate exposure, and will consider hedging significant interest rate
exposure should the need arise. As our exposure to interest rate risk relates
primarily to our interest-bearing bank loans, our policy is to keep our
borrowings at variable rates of interest so as to minimize fair value interest
rate risk, and to manage our interest rate exposure from all of our interest-
bearing loans through the use of a mix of fixed and variable rates.

Liquidity Risk

We have established an appropriate liquidity risk management of our short,
medium and long-term funding and liquidity management requirements. We
manage the liquidity risk by monitoring and maintaining a level of cash and
cash equivalents deemed adequate by our management to finance our
operations and mitigate the effects of fluctuations in (both actual and forecast)
cash flows. Our management also monitors the utilization of bank borrowings
and ensures compliance with loan covenants.

Capital Commitments

Details of the capital commitments of the Group as at 30 June 2012 are set
out in note 26 to the condensed consolidated financial statements.

Contingent Liabilities

As at 30 June 2012, the Group did not have any significant contingent
liabilities (31 December 2011: Nil).
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Corporate Governance and Other Information

TEREAREMER

Substantial Shareholders FERRE

As at 30 June 2012 as far as was known to any Director or chief executive of BHZE_-_Z—_—_F A =1+H HEMESH
the Company, the interests and short position of the substantial shareholders AR T FEBITHAERH T ERERARD
in the shares and underlying shares of the Company which were required to & J& ) R AB B IR 1D R IR I B B £ 5715 &
be disclosed pursuant to Divisions 2 and 3 of Part XV of the Securities and %5 2 BRI & & 7] ([ 55 5 [ B & 1651 1) EEXVER 52
Futures Ordinance, Chapter 571 of the Laws of Hong Kong (the “SFO”), or R #3HMAETHE - LR IR B H 5 R H
which were recorded in the register required to be kept by the Company B & EXVEEIBKBERANTFE 2SR

under section 336 of Part XV of the SFO were as follows: MRzEZRABNET :
Approximate
Number of Shares Percentage of
Name Nature of interest of the Company shareholding
=x EmtE ARARGHBE REBNED
(%)
Tong Fa Limited (“Tong Fa”) Beneficial owner 527,464,000 56.0
BEARQR([@ED BEmEAA
Mr. Qiu Jianfa (“Mr. Qiu”) Corporate (Note 1) 527,464,000 56.0
RS A ([RR R4 DD B (i FE1)
Wealth Lake Investment Limited Beneficial owner 56,512,000 6.0
EmEE A
Mr. Cheung Yung Corporate (Note 2) 56,512,000 6.0
RERE % (i aE2)
Notes: B 5 -

1. These Shares were owned by the Tong Fa, which is owned by Mr. Qiu and Mr. 1. ZERMABEEE MBEEPLE4E LK
Chen Binghui (“Mr. Chen”) as to 79% and 21% respectively. FEEL L (L) D RIEATI% E21% ©

2. These Shares were owned by Wealth Lake Investment Limited, which is wholly 2. ZERMDAKSE L LS E A Z Wealth Lake
owned by Mr. Cheung Yung. Investment Limited # /& ©
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Corporate Governance and Other Information (Continued)

TEEBRRAEMEN (&)

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

As at 30 June 2012 as far as was known to any Director or chief executive of
the Company, the interests or short position of the Directors or chief executive
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:

EE ESHAQFAEETH
AERKRM 2R

(E_E-—FXA=1THE SEFAEERY
RABEBITHRABHAM EFERFBTH
ANBREE 2B E ARAR R sk E (7] 48 B
FEZERG HEBRORESEFHEERE
BERBEGNEXNVBETRFESDHANE
RARBIRBRIZREEIAE (BIERIEEFH
LEEGRICEBERBEEEIRASBES
HH D) FREBEEF R EKDFE35210
BRERZEXAE 2SR Mz EmiK
BiRE ETARAIM S AT EC EmEITA
EFETHFARHNEESTAD(ZESFAD
BTHERRABIRBIMzERmSABDT

Approximate

Number of Shares Percentage of

Name Nature of interest of the Company shareholding

= ERME ARARGHBE REBNED
(%)

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

B 5 4 % 8 (B 3E)

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

bR 5% 4 = E (M E)

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.
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Corporate Governance and Other Information (Continued)

TEEBRRAEMEN (&)

Interim Dividend

The Board does not recommend the payment of any interim dividend for the
Period Under Review (six months ended 30 June 2011: 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 2012, the Group had 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.

Disclosure of Other Information

Save as disclosed above, there have been no material changes in the
information disclosed in the annual report of the Group for the year ended 31
December 2011 in respect of matters required to be disclosed under
paragraph 46(3) of Appendix 16 to the HKEX Listing Rules.

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 Former
CG Code (as defined below). 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.
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Corporate Governance and Other Information (Continued)

TEEBRRAEMEN (&)

The Audit Committee has reviewed and approved 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 2012.

Remuneration Committee

The Company has established a remuneration committee in accordance with
the corporate governance requirements of listed companies of the Stock
Exchange. The objective of this committee is to make recommendations to
the Board on the Company’s policy and structure for all Directors and senior
management remuneration and on the establishment of a formal and
transparent procedure for development of remuneration policy. The
remuneration committee is composed of three Directors.

Nomination Committee

The Company has established a nomination committee in accordance with
the corporate governance requirements of listed companies of the Stock
Exchange. The objective of this committee is to review the structure, size and
composition (including the skills, knowledge and experience) of the Board at
least annually and make recommendations on any proposed changes to the
Board to complement the Company’s corporate strategy; identify individuals
suitably qualified to become board members and select or make
recommendations to the Board on the selection of individuals nominated for
directorship; assess the independence of independent non-executive
Directors; and make recommendations to the Board on the appointment or
re-appointment of Directors and succession planning for Directors, in
particular the chairman and the chief executive officer.

Code on Corporate Governance Practices

To the best knowledge of the Directors, the Company has complied with the
code provisions of the Code on Corporate Governance Practices (the “Former
CG Code”) contained in Appendix 14 of the Listing Rules during the period
from 1 January to 31 March 2012.

On 1 April 2012, the Former CG Code was amended and renamed as the
Corporate Governance Code (the “New CG Code”). To the best knowledge
of the Directors, other than the deviations stated below, the Company has
complied with the code provisions of the New CG Code during the period
from 1 April to 30 June 2012. Code provision A.2.1 requires that the roles of
the chairman and the executive Director shall be separated and not be
performed by the same individual. Currently, the Company does not have any
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Corporate Governance and Other Information (Continued)

TEEBRRAEMEN (&)

officer holding the position of chief executive officer. Mr. Chen is the Chairman
and executive Director, and he also performed the responsibilities of the chief
executive officer of the Company. The Board is of the opinion that this
arrangement will not affect the equilibrium of powers and functions between
the Board and the management. The operations of the Board are sufficient to
ensure the equilibrium of powers and functions.

Pursuant to code provision A.1.8, issuers should arrange appropriate
insurance coverage for Directors’ liabilities in respect of legal actions against
the Directors. As at 30 June 2012, the Group has not yet identified any
insurer who would provide insurance service to the Group on satisfactory
commercial terms. As such, the Group has not yet arranged appropriate
insurance coverage in respect of legal actions against the Directors. The
Directors will endeavour to look for and identify the appropriate insurer who
can provide the relevant insurance coverage to the Directors before the end
of 2012.

Save as disclosed above, none of the Directors is aware of any information
which would reasonably indicate that the Company is not, or was not for any
part of the Period Under Review, in compliance with the code provisions of
the Former CG Code or the New 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 2012, they have complied with the
required standard set out in the Model Code.
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Report on Review of Interim Financial Information

TR BERERARS

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
2012 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)

THIMBEENERRS (&)

Conclusion R

Based on our review, nothing has come to our attention that causes us to  HREZFENEYN ESVEXR[EAMEE £
believe that the interim financial information is not prepared, in all material HZMHEET P KB ERNESEAFTEABIR

respects, in accordance with HKAS 34. BEBQHENEMRER -
Martin C. K. Pong & Company BRAEHGTET

Certified Public Accountants HESEAD

16/F, Dah Sing Life Building BB

99 Des Voeux Road Central IR

Central =8B 995k

Hong Kong K¥TASKE16E

28 August 2012 - N NA=+N\H
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Condensed Consolidated Statement of Comprehensive Income

FAGZE 2 E SR

Six months ended 30 June
BEARA=1+RHIEAEA

2012 2011
—E—-CF —F—%F
(Unaudited) (Unaudited)
(REER) (REEZ)
Notes RMB’000 RMB’000
B 7 ARMT T ARET T
Revenue I 25 5 425,410
Cost of sales 5 AR (342,796)
Gross profit EF 82,614
Other income E Al A 5 841
Distribution costs P2l = 1D N (4,919)
Administrative expenses THRAZ (12,144)
Finance costs B & B AR 6 (184)
Profit before income tax P 15 B¢ Al s 7 66,208
Income tax expenses FrsfAx (17,447)
Profit for the period HA P 5 A 48,761
Other comprehensive income Hip 2wl Es =
Total comprehensive income for the period  HA & 2 [ Ut 25 42 %8 48,761
Profit and total comprehensive income KABEE AEG
attributable to owners of the Company HEH MK ERE 48,761
Earnings per share attributable to owners NATHAE AE
of the Company FRAEF
— basic (RMB cents) —ERARESD) 10 6.47

32
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Condensed Consolidated Statement of Financial Position

R B AR S B IS AR L Rk

30 June 31 December
2012 2011
—E—_-= —ET——4%F
RNE=+H +ZA=Z+—H
(Unaudited) (Audited)
(REEXR) (& Ez)
Notes RMB’000 RMB’000
B 3 ARBT T ARBETF T
ASSETS AND LIABILITIES EERAE
Non-current assets kRBEE
Property, plant and equipment ME - BEMRE 11 109,762 106,173
Prepaid land lease payments TE T FE & RIE 12 9,307 9,440
Deferred tax asset BEERIBEE 13 = -
119,069 115,613
Current assets RBEE
Inventories FE 14 123,456 141,575
Trade receivables FEUWE 5 AR 15 229,035 259,134
Prepayments, deposits and BRRIE Zek
other receivables H b JE UL F IR 16 122,590 117,842
Pledged bank deposits ERRITIF R 92,383 92,383
Cash and cash equivalents R4 MHEEEEY 234,656 143,850
802,120 754,784
Current liabilities FEBEE
Trade payables JERTE 5 IR 17 14,433 7,293
Accruals and other payables JE 5T 5K I8 I E b JE A5 FROB 18 26,925 20,453
Current tax liabilities ENERF E B (& 6,044 9,907
Interest bearing bank borrowings FFERITERK 19 206,000 199,000
Provisions B 20 6,103 6,197
259,505 242,850
Net current assets RBEEFE 542,615 511,934
Total assets less current liabilities/ BEERRBAE
Net assets EEFE 661,684 627,547
EQUITY i
Equity attributable to owners of KAREEBA
the Company EiEEE
Share capital % < 21 77,801 77,801
Reserves Egr) 22 583,883 549,746
Total equity R 661,684 627,547

SEER(EX)ERLIA —T--FPHRS m
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Condensed Consolidated Statement of Changes in Equity

FE%F HH n‘l_\ /EI\ *E

HBB®

Attributable to owners of the Company

RRRERAERL
Issued Share-based  Statutory
Share Share Other compensation surplus Retained
capital premium reserve reserve reserve profits Total equity
LR 6
BRI AEEZ EE
BRE KROEE HUHEE BMEE EHFEE REEN BERLAR
RMB'000  RMB'000  RMB'000 RMB'000  RMB'000  RMB'000  RMB'000
AREFT ARBETT ARETT ARBTT ARETFT AR®TIT AREFTR
As at 1 January 2012 RZZE——F—F—H 77,801 16,410 51,392 2,417 36,943 442,584 627,547
Share-based compensation LA RS 17 5 T ) 5 B - - - 1,062 - - 1,062
Profit and total comprehensive i f & 7 %
income for the period PHEWE AT - - — - - 33,075 33,075
As at 30 June 2012 RZE——F A=+H
(Unaudited) (REEZ) 77,801 16,410 51,392 3,479 36,943 475,659 661,684
As at 1 January 2011 RZZ——%—H—H - - 51,474 335 25,636 353,324 430,769
Share-based compensation LARS 17 B 2 Tt 9 3R A - - - 1,033 - - 1,033
Profit and total comprehensive 87 i 7 J2
income for the period FEREBE - - - - - 48,761 48,761
Arising on Reorganisation KEER 82 - 82 - - - —
As at 30 June 2011 RZE——FX A=+H
(Unaudited) (REERZ) 82 - 51,392 1,368 25,636 402,085 480,563
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Condensed Consolidated Statement of Cash Flows

BHRSZSRERER

Six months ended 30 June
BZXA=1+HLEXMEA

2012 2011
—E—_fF —ET——4%F
(Unaudited) (Unaudited)
(REER) (REEEZ)
RMB’000 RMB’000
ARBTR ARET T
Cash flows from operation activities RELETHNRESRE
Profit before income tax Fr 45 74 A& A1 44,872 66,208
Adjustments for: AT EIBLERE
Loss on disposal of property, plant and equipment  HE ¥ HE LRENEE — 199
Depreciation and amortisation ELEHY 4,914 5,002
Share-based compensation VA RR 199 7 B 118 00 3 B 1,062 1,038
Interest expenses FE B & 10,561 184
Interest income AMEMA (568) (483)
Operating profit before working capital changes ,g. @ Ao EA LR 60,841 72,143
Decrease/(increase) in inventories SR (E ) 18,119 (15,940)
Decrease/(increase) in trade receivables J77§ W B 5 BRFOR (38 n) 30,099 (17,400)
(Increase)/decrease in prepayments, deposits TENRIE  Ee R EAMAERKIE
and other receivables (3% m),w (10,748) 2,517
Increase in trade payables FERHE 5 BR Z I AN 6,982 24,258
Increase in accruals and other payables FE 5T 3R I8 I E b FE {5 FRIB LS Hn 6,472 1,814
Decrease in provisions BAER D (94) (95)
Cash generated from operations KETHEEANRE 111,671 67,297
Income tax paid ERAEH (15,660) (15,088)
Net cash generated from operating activities RETHEENHRSTFE 96,011 52,209
Cash flows from investing activities RERETENRERE
Purchase of property, plant and equipment BEWE BELZE (2,212)
Interest received 2B 568
Net cash (used in)/generated from REZEH(FAA),
investing activities ELXRESFE (1,644)
Cash flows from financing activities REMETENESRE
Interest paid B HE (10,561)
Proceeds from new bank borrowings FriERTT 1ﬁ TS 5KIA 158,000
Repayment of bank borrowings EBRITHER (151,000)
Net cash used in financing activities METEHMARSTE (3,561)
Net increase in cash and cash equivalents RERBELESEYEMNFER 90,806
Cash and cash equivalents at beginning HUNEESERS
of the period ZEY 143,850
Cash and cash equivalents at end of the period HAWEELRRELEEY 234,656
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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 and
trading of raw materials for textile products.

In the opinion of the directors of the Company (the “Directors”), the
ultimate holding company of the Company is Tong Fa Limited (%5
[RAE]) (“Tong Fa”), a limited liability company incorporated in the
British Virgin Islands (“BVI”).

These condensed consolidated interim financial statements have not
been audited.

Basis of Preparation

The condensed consolidated interim 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 of Hong Kong Limited (the “Stock Exchange”) (the
“Listing Rules”) and with Hong Kong Accounting Standard (“HKAS”) 34
“Interim Financial Reporting”, issued by the HKICPA.

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

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

The accounting policies used and methods of computation used in the
condensed consolidated financial statements for the six months ended
30 June 2012 are the same as those followed in the preparation of the
Group’s annual consolidated financial statements for the year ended 31
December 2011.

In the current period, 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 2012.

HKFRS 1 Severe Hyperinflation and Removal of Fixed Dates
(Amendments) for First-time Adopters

HKFRS 7 Transfers of Financial Assets
(Amendments)

HKAS 12 Deferred Tax: Recovery of Underlying Assets
(Amendments)

The adoption of these new and revised HKFRSs has had no material
effect on the interim financial statements and there have been no
significant changes to the accounting policies applied in these financial
statements.
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Notes to the Condensed Consolidated Interim Financial Statements (Continued)
S B4R & P B B 35 3R ARk MY o (4D
3. Principal Accounting Policies (Continued) 3. FESTTHEE)

AEFBUEEFRBATEEMERK
R AT RSB RT A R AE AT -

The Group has not early adopted the following new and revised
standards and amendments that have been issued but are not yet

effective.
Amendments to Annual Improvements to HKFRSs 2009-2011 Cycle® B &S F OISR A
HKFRSs WA —ETHNE-_T——F
AR FE "
Amendments to Disclosures — Offsetting Financial Assets and EHEN b BE-BESREERS
HKFRS 7 Financial Liabilities® MEERETH A rE"

Amendments to Consolidated Financial Statement, Joint BIBEMBRE HKAVBERXR ARTHR
HKFRS 10, Arrangements and Disclosure of Interests In ERHIE105% - REREMER 2 ER:
HKFRS 11 and Other Entities: Transition Guidance® ERAUBREED  BEKESY
HKFRS 12 ENRRBETE

BEREAFE125

HKFRS 9 Financial Instruments® EEABREELR SpIAY

oL
HKFRS 10 Consolidated Financial Statements® ERUBREEN RAUBHRER®
F105%

HKFRS 11 Joint Arrangements® BAUBHREEN HARTHY
F115R

HKFRS 12 Disclosure of Interests in Other Entities® BEERBREEDN BEREMZEMNER"
1258

HKFRS 13 Fair Value Measurement® BEVBHREEN LT EHEY

£13%%
Amendments to Presentation of Iltems of Other Comprehensive CHES -l Hi2HEWBZEEZ 259
HKAS 1 Income® ERL
HKAS 19 (2011) Employee Benefits” ERETENE19% EER/AY
(Z2——%)

HKAS 27 (2011) Separate Financial Statements® ARG ENETR BUMBERRY
(ZB——%)

HKAS 28 (2011) Investments in Associates and Joint Ventures® BB ENF2RY RBEATIRALLEN
(ZF——%) REY

Amendments to Offsetting Financial Assets and BIEBETEN HAHEtAEERSHEE"
HKAS 32 Financial Liabilities® F32%

HK(FRIC)-INT 20 Stripping Costs In The Production Phase of B (BERTBERE BRARBEEREZ

a Surface Mine® REZEE)- FIFR AR
HEE20%

Mandatory Effective Date of HKFRS 9 and
Transition Disclosures”
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Notes to the Condensed Consolidated Interim Financial Statements (Continued)
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3. Principal Accounting Policies (Continued) 3. FESTTHEE)

@ Effective for annual periods beginning on or after 1 July 2012

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

© Effective for annual periods beginning on or after 1 January 2014

©@ Effective for annual periods beginning on or after 1 January 2015

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 prepares 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 executive Directors considered that the Group’s reportable
and operating segments are as follows:

—  Textile products segments is the production and sale of cotton
yarn and grey fabric; and

—  Trading materials segment is trading of raw materials for textile
products segments.
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Notes to the Condensed Consolidated Interim Financial Statements (Continued)
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4. Segment Information (Continued)

The following is an analysis of the Group’s reportable segments.

Segment revenue o EU =
Sales to external customers NFEFZHE
Segment results DEEE
Reconciliation: R
Interest income FEWA
Corporate and other ERHEAM
unallocated expenses KAOBEFHX
Profit before tax B 54 B % A
Segment assets DHEE
Reconciliation: iR
Corporate and other EREAM
unallocated assets KOBEE
Total assets BEE
Other segment information: HEM I EH -
Depreciation and amortization WE
Additions to non-current assets EREEEE M

Textile Product

HEER
2012 2011
B _F——F

RMB’000 RMB’000
ARBTT ARBTT

425,410

78,709

321,027

There were no inter-segment sales in the six months ended 30 June
2012 (six months ended 30 June 2011: Nil).

Geographical information

The Company is an investment holding company and the principle
place of the Group’s operations 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.
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Trading Material Total
BEMH Mt
2012 2011 2012 2011
—2--% ZF—F% Z%B--% ZF——F
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARB®TRI ARETT ARBTR
425,410
78,709
483
(12,984)
66,208
321,027
238,692
559,719
5,002
8
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Notes to the Condensed Consolidated Interim Financial Statements (Continued)
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5. Revenue and Other Income

Revenue, which is also the Group’s turnover, represents the net
invoiced valued 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:

5. EREMKA

WaR R AEENEXER  EROES
EmBERFE UKHBRES

&

BRELEZINENGREER)

AEBENW S REMBANDFTET

Six months ended 30 June
BEXRA=t+HLXEA

2012 2011
—E-—F —T——F
(Unaudited) (Unaudited)
(REEX) (REEEZ)
RMB’000 RMB’000
ARBT T ARBET T
Revenue W=
Sales of goods HEE®D 483,618 425,410
Other income E A A
Bank interest income AT A B WA 568 483
Gain on sales of scrap materials & R = 381 358
949 841
6. Finance Costs 6. BIERA
An analysis of finance costs is as follows: BEKAB DT :
Six months ended 30 June
BZX<A=1+HLXEA
2012 2011
—E——fF —E——fF
(Unaudited) (Unaudited)
(REERZ) (REEZ)
RMB’000 RMB’000
AREBT T ARET T
Interest on bank borrowings wholly HARAFANTBHEEN
repayable within five year RITIE B 10,561 184

SEER(EX)ERLIA —T--FPHRS m
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Notes to the Condensed Consolidated Interim Financial Statements (Continued)
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7. Profit Before Income Tax 7. iR ANEF
The Group’s profit before income tax is arrived at after charging: AEEMSHEMENG TS5 :

Six months ended 30 June
BZX<A=1+HLXEA

2012 2011
—E——f —ET——fF
(Unaudited) (Unaudited)
(REEZ) (REEEZ)
RMB’000 RMB’000
AR T AR T T
Cost of inventories sold BEEFERA 407,940 342,796
Depreciation of property, WE WMELRENE
plant and equipment 4,781 4,870
Amortisation of prepaid land lease payment T8 1< + #b 78 & 2K 18 #4 44 133 132
Loss on disposal of property, HEYE  BE K
plant and equipment HEHEE = 199
Auditors’ remuneration* % RN BN 5 68 68
Employee benefit expenses EERAMX
(including Directors’ remuneration) (BIEESHS)
— Wages and salaries —TEKF= 23,386 21,685
— Share-based compensation — DARR 1 A BT Y 3R B 1,062 1,033
— Pension scheme contributions —RIREFHEIHZ 4,260 3,773
— Staff welfare and other expenses —EBTREMEEMEY 3,241 3,122
31,949 29,613
* Auditors’ remuneration was related to the fee for statutory audit service * B eRHAAEBREZNE QR
paid to the PRC local auditors of the Group’s major subsidiary, Golden CEHEBOLE)BRATHTEEH
Shield Textile (Jing Yang) Co., Ltd" (& E#1#5(< %) %5 IR A 7). REMREETEGCRBEMINOER

5@ -

* For identification purpose only
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Notes to the Condensed Consolidated Interim Financial Statements (Continued)
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8.

Income Tax Expenses 8. FiB#HEX
Six months ended 30 June
BEXA=+HLEAEA
2012 2011
—E——F —ZT——4F
(Unaudited) (Unaudited)
(REBER) (REEEZ)
RMB’000 RMB’000
ARBT T ARETT
Current tax — PRC — Current period BNEARRIE — R B — AN HARG 11,797 17,139
Deferred tax — Current period IR R T — ANHIRS = 308
11,797 17,447

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 profit before
income tax at the statutory tax rate to the income tax expense at the
effective tax rate for each of the reporting period is as follows:

AEERRAEEKRE R MR REE
MBEEEEMELSXRBMOEN  RE
BEESTNMER ARAEER D E
HEYEEEBEELEAERTOER -
B B BB RSB -

CEMENTECEMESHR(DEMRE
T 1) 4% {51 FE SR04 M| 26% T &

RERESHEERNHERMEH G
PR ERAZ (REERETE) MR
ERERMEFENMEHAIOE RN
T

Six months ended 30 June
BEZXA=+tHILEXEA

2012 2011

—E—_=F —E——4%F

(Unaudited) (Unaudited)

(REER) (RiEEZR)

RMB’000 RMB’000

AR®T T ARBTT

Profit before income tax FFr 15 %1 Bl & 44,872 66,208
Tax at EIT rate ROEMSHBERAENTIEA 11,218 16,552
Income not subjected to tax BIEMB 2 /A (511) —
Expenses not deductible for tax PR 2 X 1,090 -
Other H A = 895
Income tax expense FriS 8 11,797 17,447
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Notes to the Condensed Consolidated Interim Financial Statements (Continued)
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10.

Dividend

No dividend had been declared by the Company or any of its
subsidiaries during the six months ended 30 June 2012 (six months
ended 30 June 2011: RMB Nil).

Earning Per Share

The calculation of basic earnings per share amounts for the six months
period ended 30 June 2012 is based on the profit for the period
attributable to ordinary equity holders of the Company and the number
of ordinary shares of 941,900,000 outstanding during the reporting
period.

The calculation of basic earnings per share amounts for the six months
period ended 30 June 2011 is based on the profit for the period
attributable to ordinary equity holders of the Company and the number
of ordinary shares of 753,520,000 (being the number of shares of the
Company prior to the listing of the Company’s shares on the main
board of the Stock Exchange in July 2011 (the “Listing”)) as if these
shares had been issued throughout the reporting period.

No diluted earnings per share amounts are presented as the Group had
no dilutive potential shares in issue during the reporting period.

m Golden Shield Holdings (Industrial) Limited  Interim Report 2012
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Notes to the Condensed Consolidated Interim Financial Statements (Continued)
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11. Property, Plant and Equipment

Plant and

Buildings  machinery
1% =

- R

RMB'000  RMB’000
ARBTIL ARETT

M. X BERKE

Furniture,
fixtures and
office Motor Construction
equipment vehicles  in progress Total
-

®ER
AN AE EEIR @zt
RMB’000 RMB’000 RMB’000 RMB’000

ARBTT ARETRT ARBTT AR¥TR

Cost: A
At 1 January 2011 RZE——F
—H—H 70,237 67,931 514 1,885 60 140,627
Additions NE — 2,800 36 - 819 3,655
Disposals HE - (559) - - — (559)
Transfer [ 60 - - — (60) —
At 31 December 2011 NZTE——F
+ZRA=+—H 70,297 70,172 550 1,885 819 143,723
Additions N 243 8,127 - - - 8,370
Transfer [ 819 - - — (819) —
At 30 June 2012 RNZE—=F
NAZ=TH 71,359 78,299 550 1,885 — 162,093
Accumulated depreciation R E
At 1 January 2011 RZE——F
—H—H 7,528 20,160 238 422 — 28,348
Provided for the year FERE 2,717 6,606 63 176 - 9,562
Disposals HE - (360) - - - (360)
At 31 December 2011 RNZTE——F
+=ZA=+—H 10,245 26,406 301 598 — 37,550
Provided for the period MR B 1,363 3,306 32 80 - 4,781
At 30 June 2012 RZZ—_F
NA=TH 11,608 29,712 333 678 — 42,331
Net carrying amount: SR FE ¢
At 30 June 2012 RZEBE——F
(Unaudited) ~NA=1H
(REFEZ) 59,751 48,587 217 1,207 — 109,762
At 31 December 2011 NZTE——F
(Audited) +-A=+-H
(& &%) 60,052 43,766 249 1,287 819 106,173

At 30 June 2012 and 31 December 2011, certain bank borrowings of
the Group were secured by certain of the Group’s property, plant and
equipment which had aggregate carrying amounts of approximately
RMB57,473,000 and RMB91,438,000 respectively (note 24).

R-E——FENA=+BR_FT——
F+-_A=+—HB A&EBEHE TR
BRARNEBEEBMAEIIHOARYE
57,473,000 7T & A R #91,438,000 7T B9 &
TYE - WERZEEER(HE24) -
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Notes to the Condensed Consolidated Interim Financial Statements (Continued)
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12. Prepaid Land Lease Payments

12. Ef L HEFKIE

30 June 31 December

2012 2011

—E——fF —E——F

~HAH=+tH +ZA=+—H

(Unaudited) (Audited)

(REERZ) (& &%)

RMB’000 RMB’000

ARB TR ARET T

At beginning of the period/year Ei %), ) 9,440 9,704
Amortisation i (133) (264)
At end of the period/year HAR ER 9,307 9,440

The Group’s prepaid land lease payments represent payments for land
use rights in the PRC under medium term leases.

At 30 June 2012 and 31 December 2011, certain bank borrowings of
the Group were secured by certain of the Group’s prepaid land lease
payments, which had aggregate carrying amounts of approximately
RMB9,307,000 and RMB4,639,000 respectively (note 24).

13. Deferred Tax Assets

The movements in deferred tax asset in relation to provision of social
insurance contributions fund during the period/year are as follows:

13.

AEEBMNEN LB ERBERBIEF
I E A B A i {5 B S ST A R
18 o

RZE——ZFXNA=Z+BR=ZF——
F+—_A=+—8B AEEEFR?T
BRUAEEREEARED HOARE
9,307,000 7T & A R # 4,639,000 7T H & T
TEf LR E R IEA/ER R ([ 7E24) o

ELEREEE

REE/ FERTERBERESEE
ERMELHEEENZESHUT

30 June 31 December

2012 2011

—2-=F —F—F

~BA=+H +=-—A=+—H

(Unaudited) (Audited)

(REEK) (fe# %)

RMB’000 RMB’000

AR T ARET T

At beginning of the period/year B, F ) = 308
Recognised in comprehensive income REE RSP R = (308)
At end of the period/year BiR E R = —
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Notes to the Condensed Consolidated Interim Financial Statements (Continued)
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14. Inventories 14. 78
30 June 31 December
2012 2011
—E——F —E——F
AAH=+H +ZHA=+—H
(Unaudited) (Audited)
(REEXR) (&%)
RMB’000 RMB’000
ARBT ARBTT
Raw materials R R 50,708
Work in progress TR 1,361
Finished goods Ey 2,756
Goods held for re-sale FIFEESE R 86,750
141,575
15. Trade Receivables 15. EWWE SR
An ageing analysis of the trade receivables of the Group as at the end REREA R EQHTEN R E
of each reporting period, based on the invoice date, is as follows: FEWE ZESHNERSTTHOT :
30 June 31 December
2012 2011
—E——F —E——F
AA=tH +ZA=+—H
(Unaudited) (Audited)
(REEZ) (&%)
RMB’000 RMB’000
ARBT ARBTT
Within 3 months =EAR 237,045
4 to 6 months mE S E A 22,089
259,134
The Group’s trading terms with customers are mainly on credit. The AEEREPHNESKRREEUEER
credit term is generally 90180 days. The Group’s trade receivables are NET - FEH MK AIOZEI1BOK - K&
interest-free. WEKESERRBRE -
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Notes to the Condensed Consolidated Interim Financial Statements (Continued)
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16. Prepayments, Deposits and Other 16. A RIE HERHMER
Receivables MIE
30 June 31 December
2012 2011
= = —F—F
AA=+H +ZA=+—H
(Unaudited) (Audited)
(REER) (&%)
RMB’000 RMB’000
AR TR AREF T
Prepayment to suppliers TR FE R RIR 96,207
Other prepayments H Ath T8 3k IB 148
Deposits e 18,038
Other receivable H h fE W kI8 2,542
Other tax recoverable H b B] Uiz B B 1A 907
117,842
17. Trade Payables 17. EHEZERX
The trade payables are interest-free. Generally, the credit period is BNESERBTFTE - —RAE &
approximately 90 days. An ageing analysis of the trade payables of the EHANAOH REREHEARERER
Group as at the end of each reporting period, based on the invoice AHHAENAEEENE SRR MRE
date, is as follows: AT
30 June 31 December
2012 2011
g - 3 —T——4%
~NA=1+H +=-—A=+—H
(Unaudited) (Audited)
(REER) (f& &%)
RMB’000 RMB’000
AR TR ARETT
Within 3 months =EAR 7,293
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Notes to the Condensed Consolidated Interim Financial Statements (Continued)
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18. Accruals and Other Payables 18. Bt RIER HttE(SRIE
30 June 31 December
2012 2011
B —F——4%F
A~AB=+H +=ZRAR=+—H
(Unaudited) (Audited)
(REEK) (f &%)
RMB’000 RMB’000
AR®BT T ARBTT
Accruals and other payables FEET A K E b E S 38 12,420 11,751
Due to shareholders FEF AR R R IR 5,837 5,837
Due to a Director Bt —2EERE 1,287 1,287
Social insurance contribution payables B RBER 1,614 1,578
Other taxes payables H fth & IR 5,767 —
26,925 20,453
The amounts due to shareholders mainly represented the Listing ERNRERBEEZRERERANEELZA
expenses paid on behalf of the Group by a shareholder. The amounts ZEMAZ - EABRER—BEEFRE
due to shareholders and a Director are non-interest bearing, unsecured AR EEH R EETERER-

and have no fixed terms of repayment.
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Notes to the Condensed Consolidated Interim Financial Statements (Continued)
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19. Interest Bearing Bank Borrowings 19. st ERITER

30 June 31 December

2012 2011

—E-CF —F——F

AA=+H +ZA=+—8

(Unaudited) (Audited)

(REER) (FeH;%)

RMB’000 RMB’000

AR®BT ARETT

Bank loans: RITE:
Repayable on demand or within one year 2,\ —FNEE

— Secured £ K 206,000 199,000
Fixed rate bank loans of RMB120,000,000 (2011: RMB161,000,000) 7 BR 1T B 3 A R #120,000,0007T (=
are bearing interest rate at 7.87% to 8.53% (2011: 7.82% to 7.98%) T —— & : AR#161,000,0007T) & F
per annum. Other bank loan of RMB86,000,000 is bearing at 6.89% F &787%E853E( =T — — F:7.82
(2011: 7.32%) per annum. The weighted average effective interest rate F7BE)FHE - EMBRITERARYE
is 6.85% (2011: 7.32%) per annum. 86,000,000 T £ F 7| £6.89/F (=T — —

F7RE)FE-NMETHEBRANEXA
FFEEE(ZT——F :7.32F)

Details of the assets pledged to secure the bank borrowings of the RS REBERITEINEEBEEF
Group were disclosed in note 24. 1B R FE24 % 5 -
20. Provisions 20. & 1B
30 June 31 December
2012 2011
—E-=fF —E——F
~BA=+H +=—A=+—H
(Unaudited) (Audited)
(REEX) (&%)
RMB’000 RMB’000
AR®BT AREBTT
At beginning of the period/year B, F ) 6,197 6,384
Amounts utilised during the period/year HA/ FRACSHHLEE (94) (187)
At end of the period/year HARK FE R 6,103 6,197
The Group provides for probable future staff termination benefits AEBEEHBEREARAE_ZZT—FN
expected to be made to employees of Jing Yang Spinning Mill” (%5 £ A+ B 68U 1 35 R 5 55 B 47 AR
84745 B%) under the acquisition agreement dated 14 September 2001. WiEEBBEARRATEEENE TKILE
The provision is based on the best estimate of the probable future AR - BEBEDIZNS E®mEBRKR
payments at the end of each reporting date. HARARAEINHFRBENREGBTERT
FTE
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Notes to the Condensed Consolidated Interim Financial Statements (Continued)

& BA 4R & 5 Bt 3 R R B R ()

21. Share Capital 21. R

During the period, the movements in authorised and issued share REABA  EE REETRAZHOT ¢
capital were as follows:

Number of
ordinary shares of Nominal value of
HK$0.10 each ordinary shares

SREEO010E T

LEREE EERROEE
HK$’000 RMB’000
TET ARETT

Authorised: ETE
As at 1 January 2011 RZF——F—H—H 3,000,000 300
Increased in authorized capital A B AR IE N 1,997,000,000 199,700
As at 31 December 2011 and RZE——F+Z_A=1+—"HB K
30 June 2012 R-ZE——FXA=+H 2,000,000,000 200,000
Issue and fully paid: BEITREE
As at 1 January 2011 R—ZE——F—H—H 100 — —
Issue of shares in accordance BIEEHABTRNG
with the Reorganisation for LAUG B8 = 2
Acquisition of Jade Goal 999,900 100 82
Placing and public offer of BLERARBEEHR
new shares 188,380,000 18,838 15,561
Capitalisation issue B AR{bETT 752,520,000 75,252 62,158
As at 31 December 2011 and i

30 June 2012 » =+H 941,900,000 94,190 77,801
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Notes to the Condensed Consolidated Interim Financial Statements (Continued)
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22. {##E

22. Reserves

52

Other reserve

The other reserve of the Group represents the difference between the
nominal value of shares of the Company and the nominal value of the
shares of subsidiaries acquired pursuant to the Reorganisation.

Share-based compensation reserve

As mentioned in the Company’s prospectus dated 28 June 2011, on 3
November 2010, in recognition of Mr. Chen Binghui’'s (“Chen”)
contributions to the Group and to align his interest with the Group’s
future success, Mr. Qiu Jianfa (“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).

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 Chen’s undertakings were set out in the in the prospectus
of the Company and the vesting period of the Chen Shares
commenced on 3 November 2010 and end on 2 November 2025.
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Notes to the Condensed Consolidated Interim Financial Statements (Continued)
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22.

23.

Reserves (Continued)

Share-based compensation reserve (Continued)

Employee compensation expense of RMB1,062,000 and
RMB2,082,000 has been included in the profit or loss for the period
ended 30 June 2012 and year ended 31 December 2011 respectively.
It gave rise to the share-based compensation reserve. No liabilities
were recognised due to equity-settled share-based payment
transactions.

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.

Contingent Liabilities

At the end of each reporting period, neither the Group nor the
Company had any significant contingent liabilities.

22.

23.

&t (%)

LI A0 B B 1t 2 SR = s ()

BE_FT-—_FRA=-THLHREEA
E-T-—Ft+tZA=t-RLEFE"
A R #1,062,0007C & A K # 2,082,000
TZEEHMAX I ABREA KM
EENBDRAERZEMEHRE  HER
RS R LR X MR 5 MR

f& e

ETE BB A

REHEREDE ARA R B R
MERAZEASBI0%BIEFEARES
JRBI & TE O B OR E R B IROR B (K
HEMBEFEBRR) ZEXERE
EEMBSARENZEREIMELRN
50% 1k » ROATERB A AR EHEBE
FEBRIAREE HEEIERBNH
THEHENDREMEARN25%

HREE
S E RS Y e PNaECE
EEMEALARME -

SEER(EX)ERLIA —T--FPHRS m
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Notes to the Condensed Consolidated Interim Financial Statements (Continued)

& B 4% & TP 5 B S R R Y A (D

24. Pledge of Assets 24. EEEKH
At the end of the reporting period, the following assets of the Group RMEPRR REENTEEEEFT
were pledged to certain banks for securing the bank borrowings (note ETHRIT UEABRTFTAEENRITE
19) granted to the Group: KAV IR (M EE19) -

30 June 31 December

2012 2011

—E-=fF —T——%

~NB=+H +—-A=+—H

(Unaudited) (Audited)

(REER) (&%)

RMB’000 RMB’000

ARET T ARET T

Prepaid land lease payments (note 12) FE LA E KB (MiE12) 9,307 4,639

Plant and machinery = K2 — 32,738

Buildings Ex 57,473 58,700

Pledged bank deposit EIRITIF K 92,383 92,383

159,163 188,460
The Group’s bank loans are secured by the pledged of, expect for the Bl BEEN ANEBZRITERAE

r
abovementioned assets, certain of land and buildings of a related —XBERAF AT L REFERA -

company of the Group.

25. Operating Leases 25. REME
The future aggregate minimum lease payments under non-cancellable TAHEEERE TN RKESERE
operating leases are as follows: IR

30 June 31 December

2012 2011

B —F——4%F

ANA=+H +—-A=+—H

(Unaudited) (Audited)

(REER) (&%)

RMB’000 RMB’000

AR®BT R ARBTT

No later than 1 year TiEA—F 10,000 22,054

Later than 1 year and no later than 5 years #B3i® — {8 4838 7 4 - =

10,000 22,054
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Notes to the Condensed Consolidated Interim Financial Statements (Continued)
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26. Commitments 26. & IE
The Group had the following capital commitments at the end of the RIREER KREBHEA LT EAKIE:
reporting period:
30 June 31 December
2012 2011
—E——fF —T——fF
~NE=+H +ZA=+—H
Unaudited) (Audited)
(RE&EX) (&%)
RMB’000 RMB’000
AR T ARETF T
Contracted, but not provided for: BRI AR & R B
Acquisition of property, plant and BEWE BWERREHE
equipment 37,817 37,817

27. Related Party Disclosures

(a) Balances and transactions

27. BEHHE
(@) &8rkX3

Other than the related party balances and transaction disclosed BREI IS B cBES&H K
in note 18, the Group had the following material transactions with R ZHN - AN B RS HA [ R
related parties during the reporting period. FHFETINERRS -

During the six-month periods ended 30 June 2011 and 2012, the HE-_Z——FR=-FT—ZFX
Group used the land and building owned by Shaanxi Golden A=+ BIEAEARME AEE&E
Shield Textile Co., Ltd* (BiAid/E414 AR AR) as its cotton BERERASBEHEBERAA
spinning/weaving mills at nil consideration. Shaanxi Golden HHERN L RIEFIEERHY B
Shield Textile Co., Ltd, a company established in the PRC, was M -BASESHBERAR B —
controlled by Mr. Chen, an executive Director, and Mr. Lin RINABKYEAAGE  ARITES

Shuqing, a non-executive Director.

* For identification purpose only

B RFATEEREE £ 4
PR -
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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:

27. BE L R E (&)

(b) EEEE ABEHNFHMH

RBEHRARAAEEIEE
BABWNEFNOMSHIWT :

Six months ended 30 June
BEXRA=t+HLXEA

2012 2011

—E—-—F —E——fF

(Unaudited) (Unaudited)

(REER) (REEZ)

RMB’000 RMB’000

AR T AR T T

Fees #E = =
Salaries, allowances and benefits in kind %7 4 ~ 28t R B ¥ 1&E 482 147
Pension scheme contributions RINE TSR 20 22
Share based compensation LA RS 19 7% EE i 60 3 1,062 1,033
Total FEE 1,564 1,202

28. Approval of the Interim Consolidated
Financial Statements

These interim consolidated financial statements were approved and
authorised for issue by the Board on 28 August 2012.
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