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INTERIM RESULTS chHjZ LS

The board of directors (the “Board”) of Huafeng ~ EZ4BEBREBER AR ((AQF])
Textile International Group Limited (the ZEE® ((EZ€|)MALNMALITARHE
“Company”) is pleased to announce the MBAR (AEE)EBE=ZZT E=
unaudited condensed consolidated results of A=+—HIEAEA (HRE]) 2 RxE&EH
the Company and its subsidiaries (the“Group”) RS EE - HEZPHEERL
for the six months ended 31 March 2006 (the HE#% » MEHRARQAABREESR (BEX
“Period”). The interim results for the Period are ZEE]) HBR -

unaudited, but have been reviewed by the audit

committee of the Company (the “Audit

Committee”).
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CONDENSED CONSOLIDATED PROFIT AND LOSS ACCOUNT

EEAER SRR

For the six months ended 31 March 2006
HBE-EEXFZA=+—HILAEA

Six months ended 31 March
HE=H=+—RB1<{EAR

2006 2005
—BERE —ZThHF
(Unaudited) (Unaudited)
(REER) (REER)
Notes HK$’000 HK$'000
i FERT FTiEx
TURNOVER =E2 ] 3 279,191 263,265
Cost of services provided RERE AR
and cost of sales RBERR (200,792) (192,422)
Gross profit EF 78,399 70,843
Other revenue Heb A 5,093 2,870
Selling and distribution expenses ~ $H& & 7 $#5B X (9,180) (8,457)
Administrative expenses THEAX (14,580) (13,803)
Other operating expenses HinS & X (4,094) (1,594)
PROFIT FROM REXKRT
OPERATIVE ACTIVITIES 55,638 49,859
Finance costs B S AR AR 5 (5,955) (5,120)
PROFIT BEFORE TAXATION RRBE AT 8 R 49,683 44,739
Taxation BiE 6 (1,236) (766)
PROFIT FOR THE PERIOD HEER 48,447 43,973
Attributable to: UTALRELRER :
Equity shareholders RARRR
of the company 49,265 44,262
Minority interest DEBRRER (818) (289)
48,447 43,973
EARNINGS PER SHARE BREF
Basic L-¥:N 8 HK6.3 cents #fll  HK5.7 cents &1l
Diluted g HK6.3 cents #fll  HK5.7 cents &4l




CONDENSED CONSOLIDATED BALANCE SHEET

G SHEERRR

At 31 March 2006
R-BEANE=ZA=+—H

31 March 30 September
2006 2005
—¥ERE C—ZTIF
=A=+-H A"A=+H
(Unaudited) (Audited)
(RIFERZ) (RER)
Notes HK$’000 HK$'000
k3 THET TER
NON-CURRENT ASSETS FRBDEE
Property, plant and equipment 0¥ BEREE 440,289 464,143
Goodwill S 22,878 22,997
Investment securities REES 1,461 1,461
Deposits paid for acquisition WERBEEDR
of long-term assets ke 28,634 28,634
Construction in progress HEIR 4,747 —
498,009 517,235
CURRENT ASSETS RBEE
Inventories #& 62,445 51,325
Trade receivables W E 5 Bk X 9 106,067 86,876
Prepayments, deposits BAME - &2 78,370 24,041
and other receivables REMEYRRE
Cash and bank balances ReERMITESS 90,451 88,367
337,333 250,609
CURRENT LIABILITIES hBRE
Trade payables BAEZ RN 10 29,843 28,008
Other payables and accruals HEttEAHERESER 38,326 36,131
Interest-bearings borrowings TERE 96,117 111,300
Provision for taxation HEEE 3,228 1,407
167,514 176,846
NET CURRENT ASSETS RBEEFE 169,819 73,763
TOTAL ASSETS LESS BEERARDER
CURRENT LIABILITIES 667,828 590,998
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CONDENSED CONSOLIDATED BALANCE SHEET
BAGEEERRR

At 31 March 2006
R-ZBEANF=ZA=+—H
31 March 30 September
2006 2005
—¥%RE C"ZZIF
=A=+-H AnA=+H
(Unaudited) (Audited)
(REBEH) (&%)

Notes HK$'000 HK$'000
it TET TER
NON-CURRENT LIABILITIES *RBERE
Interest-bearing borrowings TERE 102,754 75,933
Deferred taxation EEBIE 15,671 16,174
118,425 92,107
NET ASSETS EEFHE 549,403 498,891
CAPITAL AND RESERVES RAR#E
Share capital B 11 8,133 7,746
Reserves 4] 531,365 480,421
Total equity attributable to equity AN B R (L B fE R
shareholders of the company 539,498 488,167
Minority interest DR FREE 9,905 10,724
549,403 498,891




CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
BRAGESEnE2HR

For the six months ended 31 March 2006
BE-EEXFZA=+—HILAEA

Reserves
B
Fixed assets ~ Exchange
revaluation  fluctuation
Share Share reserve reserve Retained
Capital ~ premium  EEEE Ex profits  Total
BE  RBEE ERRE  EBEE  REERN &
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000  HK$'000
TET TiEn TET TiEn TaET Tin
At 1 October 2004 R-ZEME+A-A 7,745 135122 3413 - 247,778 424,058
Net profit for the period HEAF — - — - 4260 44262
Dividend paid BIRRE - — - - (7,745)  (7,745)
7,745 135,122 33413 - 284,295 460,575
Representing: R&:
At 31 March 2005 after WZEZRE=F=1-H
proposed interim dividend ~ (BRHEAREE) 452,056
Proposed interim dividend ~ BERFERE 8,519
Shareholders'funds E3-5d 460,575
At 1 October 2005 R=ZZR5+A-A 7,746 135,186 32,050 12672 300513 488,167
Dividend in shares RAKE 387 - — - (387) -
Increase in Reserves RELR - 3,776 - - — 3,776
Net profit for the period HEaF - - - - 49,265 49,265
Fluctuation in exchange EZKE - - - (1,016) - (1016)
Deficit on revaluation on BEREEEEEY - - (694) - — (6%
plant and machinery
At 31 March 2006 WZEERE=B=1t-H 813 138962 31,356 11,656 349391 539498
Representing: %
At31 March 2006 after RZZZXEZA=1-H
proposed interim dividend (RSP HRER) 539,417
Proposed interim dividend KT HRE 81
539,498
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT
HAGSRERE

For the six months ended 31 March 2006
BE-_ZTTEXNF=ZA=1+—HI~EA
Six months ended 31 March
EE=A=+—HIL~HEA
2006 2005
—EERE —ZTILF
(Unaudited) (Unaudited)
(REEHK) CREER)
HK$'000 HK$’000

FH#T T

NET CASH (OUTFLOW)/ HEEBRS

INFLOW FROM (fl) HNBE

OPERATING ACTIVITIES (52,520) 25,083
NET CASH OUTFLOW FROM BREEBHLRLFE

INVESTING ACTIVITIES (4,339) (24,899)
NET CASH INFLOW FROM BEEHHELSANTFE

FINANCING ACTIVITIES 60,194 34,776
(DECREASE)/INCREASE IN RERRELE

CASH AND CASH () /#m

EQUIVALENTS 3,335 34,960
CASH AND CASH EQUIVALENTS Hi#&RF £ %ZE

AT THE BEGINNING

OF PERIOD 88,367 30,501
EFFECT OF FOREIGN EXCHANGE Sh8ERS S 2%

RATE CHANGES (1,251) 0
CASH AND CASH EQUIVALENTS HIRIH& R & %ZE

AT END OF PERIOD 90,451 65,461
ANALYSIS OF BALANCES OF HAREERRE

CASH AND CASH LELRI

EQUIVALENTS AT END

OF PERIOD
Cash and bank balances BeRRITER 90,451 65,461
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NOTES TO FINANCIAL STATEMENTS
L EEE e

For the six months ended 31 March 2006
BE-EEXFZA=+—HILAEA

1.

BASIS OF PREPARATION

These unaudited condensed consolidated interim
financial statements are prepared in accordance
with Hong Kong Accounting Standard (“HKAS")
34 “Interim Financial Reporting” and other
relevant HKASs and Interpretations, the Hong
Kong Financial Reporting Standards (“HKFRS")
issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”), and the applicable
requirements of Appendix 16 of the Rules
Governing the Listing of Securities on The Stock

Exchange of Hong Kong Limited.

The accounting policies and methods of
computation used in the preparation of these
condensed interim financial statements are
consistent with those used in the annual financial
statements for the year ended 30 September 2005
except that the Group has changed certain of its
accounting policies following its adoption of new
and revised HKFRSs and HKASs which are
effective for accounting periods beginning on or

after 1 January 2005.

The relevant changes in the Group’s accounting
policies resulting from the adoption of these new
and revised HKFRSs and HKASs are set out in note

2 below.

EREE
REBZERFE PR BRERIREE
BFER (BERBETER]) $34 558
BB RE | REMEREE BT EAKR
B ERSHMAS (EEEHMAS))
Hfz EBUBRMELER (FBHBRE
ZARERBERSAARABRFES £
TRAMET SR CERRERFER -

RS HATRMBERRARN ST
BERAERENRBE_ZZRFNA
STHLEFEZFEVBREEM B0
EREERERE-—ZTRF-A—HE
B BREHEER L REBITER
BBREEAREBE T EARIEEE
FTEAHEK -

AEEEHBRERNSHIEREE
A EBMBREENREBETER T
B2 EREEBEN T XMF2 -
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NOTES TO FINANCIAL STATEMENTS
EeEr e

For the six months ended 31 March 2006
HBE-EEXFZA=+—HILAEA

2.

IMPACT OF NEW AND REVISED HKFRSS
AND HKASS

HKICPA has issued a number of new and revised
HKFRSs, HKASs and interpretations which are
effective for accounting periods beginning on or
after 1 January 2005.The Group has adopted the
HKFRSs and HKASs that are applicable to its
operations. The comparative figures have been

amended as required.

The relevant new and revised HKFRSs, HKASs
together with their interpretations are

highlighted below:

(a) The adoption of HKAS 1 “Presentation of
Financial Statements” has affected the
presentation of minority interests and
share of after-tax results of jointly
controlled entities and an associated

company.

Minority interests are presented in the
consolidated balance sheet within equity
and minority interests in the consolidated
profit and loss account are presented as
an allocation of the total profits for the
period between the minority interests

and the shareholders of the Company.

MEREETEEMBRELIRE
EEEAzHE
BEETMASEEMGSER-ZTRF
—A—RERZREFHEERZHIBER
BIETERBUBRELER - HESHER
R#E AEECRMERAREEB 2B
B BREEREBETEL  LEH
FORAEBHR -

THBS 2 B R AEERT BB RS 2R -
ERETEARERBHMANT

@@ RAEBEFEAASVRIHBE
RZEMIFEHBETER R
ERRDHRRER R D EBRB
BREBZER -

LERREERGEEEAB/R
ZRERNZS MESESBRA
2D BIR R A a5 B 1R B AR R
UABERDBRREDZRAQE
BRREZFAZRK -
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NOTESTOFINANCIAL STATEMENTS

Yo 5 ke Wi i

For the six months ended 31 March 2006
HMERENEZN =4 —HIEANEA

(b)

(c)

The adoption of revised HKAS 17 “Leases”
has resulted in a change in the accounting
policy relating to the classification of
leasehold land. In accordance with HKAS
17,a lease of land and building should be
split into a lease of land and a lease of
building in proportion to the relative fair
values of the leasehold interests in the
land element and the building element of
the lease at the inception of the lease.The
up-front prepayment for land is stated at
cost and amortized over the period of the
lease whereas the leasehold building is
stated at cost less accumulated

depreciation and impairment losses.

Long term portion of the land element is
reclassified as “Leasehold land and rental
prepayments” under the noncurrent
assets and the current portion of the land
element is included in “Prepayments,
deposits and other receivables” under the

current assets.

The adoption of HKAS 32 “Financial
Instruments: Disclosure and Presentation”
and HKAS 39 “Financial Instruments:
Recognition and Measurement” has
resulted in a change in the accounting
policy relating to the treatment of
financial assets at fair value through profit
or loss account. These have also resulted
in a change in the recognition,
measurement and classification of

derivative financial instruments.

(b)

©
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[ALE SIS AL L A 2
Al SR DS o RIEHEE
SRS A7S% o ok R R AL
R 452 7% L D W - e 8 4 B
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Yo 450 43 UF 2 -+ 3 AL AT B B2 AL
15 ot 2 BUAHALE DA A S
e o Sl AL TN 1N B &Y - i AL IS
B2 DA S B A B AL M
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8 S Z A W0 2 B B 2
BB AT Z TRLES b e B
LIEARNTRR (b ¥ d bk Pig
il A G B 26 i U 2 TR~
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TR AVt o ) S5 325 [ i T
S e K S g A e
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NOTES TO FINANCIAL STATEMENTS
M R M ot

For the six months ended 31 March 2006
HBE-EEXFZA=+—HILAEA
3.

SEGMENT INFORMATION
Segment information is presented by way of two

segment formats:

(i) on a primary segment reporting basis, by

geographical segment; and

(ii) on a secondary segment reporting basis,

by business segment.

The principal activities of the Group are the
provision of fabrics processing services, and
manufacture and sale of yarns, which are
managed according to the geographical location

of customers.
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NOTES TO FINANCIAL STATEMENTS
L EEE e

For the six months ended 31 March 2006

BE_ZEENF=ZA=1+—HIL~MEA
(@)  Geographical segments based on the (@ REEFAEVEZHES B
location of customers
Africa,
Australia and
The Philippines Greater China North America Consolidated
4] KHERE FM - AMRIEN 58
2006 2005 2006 2005 2006 2005 2006 2005
“¥5F C3THF ZREAE CTTRF ZBEAE CITREF Z¥FAE CEI1f
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000 HK$'000 ~ HK$'000  HK$'000
TExT TEr  TER  TEr  FEn T TER  TER
Segmentrevenue:  AEHHA:
Sales to external HIBZHER
customers 104558 106584 148493 130819 26040 25862 279191 263265
Segment reslts PPEE 37,601 36587 6,830 5631 9,671 9455 54122 51673
Unallocated revenue ~ RAEMA 5,093 2870
Unallocated expenses ~ RABF X (3,577 (4684)
Profit from operating &£ KR
activities 55,638 49,859
Finance costs BEAR (,95) (5120
Profit before taxation BB ETEF 49,683 44739
Taxation BE 1,236 (766)
(b) Business segments (b) ES
Manufacture
Fabrics processing and
services sale of yarns Elimination Consolidated
HRMIRE RERGBESY ]
2006 2005 2006 2005 2006 2005 2006 2005
“¥ENE CETIE C¥E5E CEE0EF CRE5E CTERF CRENE CIEEE
HK$'000  HK$'000 ~ HK$'000  HK$'000  HK$000 HK$'000 ~ HK$'000  HK$'000
TEx TEr  TER  TEr  TEn  THExr  TER  TER
Segment revenue: AHEA
Sales to external HiEE
customers HEH 29077 21113 50,114 42,152 = — 9191 263,265
Intersegment sales A HEHEE = - = 1,902 — (1900 = =
Totalrevenue 2 T W3 50114 4405 — (%) 9191 263265
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NOTES TO FINANCIAL STATEMENTS
EeEr e

For the six months ended 31 March 2006
HBE-EEXFZA=+—HILAEA

4.  PROFIT FROM OPERATING ACTIVITIES 4. EEBEBHBRN
The Group’s profit from operating activities is REE 2 K& ERRFIEMBRT 5B I8
arrived at after charging: =
Six months ended 31 March
BE=HA=+—HL=<{EAR
2006 2005
—EERE —ZTRHF
(Unaudited) (Unaudited)
(RETR) CREER)
HK$’000 HK$’000
FHET FET
Amortisation of goodwill G 1,926 1,291
Depreciation e 17,987 15,438
5. FINANCE COSTS 5. BBEE
Six months ended 31 March
BE=A=+—HL<EA
2006 2005
—EERE —ZThHF
(Unaudited) (Unaudited)
(REEZ) CREEER)
HK$’000 HK$’000
FHET FET
Interest on bank loans wholly ~ BREFREBHEER
repayable within five years ZRITERFE 5,724 3,557
Bank charges RITER 231 1,563
5,955 5,120
6.  TAXATION 6. HIA
Six months ended 31 March
BE=A=+—HL<HEA
2006 2005
—EEBRE —EERF
(Unaudited) (Unaudited)
(REER) CREEER)
HK$'000 HK$’000
FHET FET
Elsewhere in the People’s hEARAFE
Republic of China (“PRC") (MHE]) Efbtth &
— current — BN 1,830 1,300
— deferred — B (594) (534)
Tax charge for the period BERE 1,236 766

76 Huafeng Textile Inte
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NOTESTOFINANCIAL STATEMENTS
U5 it o Wi e

For the six months ended 31 March 2006
HMERENEZN =4 —HIEANEA

No provision for Hong Kong profits tax has been
made as the Group did not generate any
assessable profits arising in Hong Kong in respect
of the Period (2005: Nil).

Taxes on profits assessable elsewhere have been
calculated at the rate of tax prevailing in the
jurisdictions in which the Group operates, based
on existing legislation, interpretations and
practices in respect thereof.

DIVIDEND

The Board has declared an interim dividend of
HK1 cent per share for the six months ended 31
March 2006 (2005: HK1.1 cent) to all shareholders
whose names appear on the register of members
of the Company on 28 July 2006.

EARNINGS PER SHARE

The calculation of basic earnings per share for the
Period is based on the Group’s net profit
attributable to equity shareholders for the Period
of approximately HK$49,264,130 (2005:
HK$44,262,000) and the weighted average
number of 781,148,459 (2005: 774,552,000)
ordinary shares in issue during the Period.

JOUIT P > 7 S5 00 i 0€ Bl S o i 20 T A o
ZHEBRBEREF > WO A0 WA 13 BLAR 1
B CRRLAE ) -

U 3 o 2 MR 2 P BB % A 5 I A
BRDTAE 2 ) Y5 I JT) B R B AR AT
ZBUTE G~ R R AT

JBe

HRFOEP R RN ELA A
H £ B 2 5 JB 44 Tk 2 JBe o IR 2 —
FRANEZN ZA— RN A Z P BB
BB 1A (SR FHAE 2 LIEAL) -

5B A

J00 18 g e R A 20 ) 5 e A A4 1 309 1D B B
Al 5 R £ 49,264,130 76 (R TLAE ¢
44,262,00098 7)) B 391 1A 8 % 45 35 B m
i OF 39 781,148,459 (B F TL4F ¢
774,552,00008%) Wi wt 3% o
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NOTES TO FINANCIAL STATEMENTS
EeEr e

For the six months ended 31 March 2006
HBE-EEXFZA=+—HILAEA

9.  TRADE RECEIVABLES 9. [EWESER™R
The Group normally allows credit terms to well- rEE-REEREBREZERHR TR
established customers ranging from 30 to 90 days. ZIORZEEH - BHBB—F2AEE
Full provision is made for outstanding debts aged BIEEFEL2HRE -

over one year.

An aging analysis of the trade receivables as at BEBIBRBUASEEE M2 BHF
the balance sheet date, based on the date of E EBUREBSERINEER ZRED
recognition of the service income or goods sold, T

is as follows:

31 March 30 September
2006 2005
—BERE —ETRF
=A=+—H hWA=+AH

(Unaudited) (Audited)

(REER) (BER)

HK$’000 HK$’000

FERT FiEx

0 — 30 days 0— 30K 43,329 35,182
31 — 60 days 31 — 60 X 25,929 27,859
61 — 90 days 61 — 90 X 25,633 17,921
Over 90 days 90 KU E 11,176 5914
106,067 86,876

Huafeng Textile Inter
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NOTES TO FINANCIAL STATEMENTS
L EEE e

For the six months ended 31 March 2006

HBE—TTEANF=ZF=+—HI~EA

10. TRADE PAYABLES 10. FEME SRR
The Group normally obtains credit terms ranging AEE-—REHREFRETFI0ORZEOXRZ
from 30 to 90 days from its suppliers. FEH -

RIEWEFIBE 2 BRERNER B HG
5 EAESRINEE R ZIRE DT

An aging analysis of the trade payables as at the

balance sheet date, based on the date of receipt

of consumables or goods purchased, is as follows: T
31 March 30 September
2006 2005
—BERE —ETRF
=A=+-—H hA=+H
(Unaudited) (Audited)
(REER) (BE®)
HK$’000 HK$’000
FHET FiEx
0 — 30 days 0— 30K 17,009 12,977
31 — 60 days 31 — 60 KX 8,296 7,786
61 — 90 days 61 — 90 X 812 4,373
Over 90 days 90 KU E 3,726 2,872
29,843 28,008
11.  SHARE CAPITAL 1. BF
31 March 30 September
2006 2005
—BERE —E2ERF
=A=+—H hWA=+AH
(Unaudited) (Audited)
(REER) (BEZ)
HK$’000 HK$’000
FERT FiEx
Authorised: ERE
2,000,000,000 ordinary 2,000,000,000 1% &5 %
shares of HK$0.01 each HEO BT Z2EBR 20,000 20,000
Issued and fully paid: EEITRMR
813,279,600 813,279,600
(2005: 774,452,000) —EETRF:
ordinary shares of 774,452,000/%)
HK$0.01 each SREE0.01 BT
ZEBR 8,133 7,745

Interim Report 2006
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NOTES TO FINANCIAL STATEMENTS
EeEr e

For the six months ended 31 March 2006
HBE-EEXFZA=+—HILAEA

12.

H

CONTINGENT LIABILITIES 12. HAREME
At 31 March 2006, the Group did not have any R-ZBZRE=ZA=+—08  FLEELE
significant contingent liabilities (30 September RARERLARBE (CEZEEFAA=T
2005: Nil). B ) -
At 31 March 2006, the Company had provided RZBZRF=ZA=+—08  FLAHE
corporate guarantee to the extent of B 2 R % 2 SR 1T B 32 412,000,000
HK$12,000,000 (30 September 2005: BT (ZZEZZETHEFHNRA=Z1TH
HK$15,000,000) for banking facilities granted to 15,000,000 ) 2 ARER - M
a subsidiary, which were utilised to the extent of 12,000,000 T (ZZEZERFALA=T
HK$12,000,000 (30 September 2005: H : 15,000,000/ T) 2EREHWE A ©
HK$15,000,000).
COMMITMENTS 13, F&iE
At 31 March 2006, the Group had the following R-ZBZRF=ZA=+—8 £EEZE
capital commitments: RAEEWT -
31 March 30 September
2006 2005
—BERE ZETRF
=A=+-—H hB=+H
(Unaudited) (Audited)
(REER) (&%)
HKS$/000 HK$'000
THET FHET
Authorised but not contracted for ~ BREBRITH
Purchases of leasehold land BERE L 10,000 13,094
Contracted for but not SRR EREE
provided for
Construction of leasehold EEAS L RET
land and buildings — 2,453
Purchases of plant BEMERKEE
and machinery 7,280 382
Non-current investments FERBIRE — 91,957
17,280 107,886
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NOTES TO FINANCIAL STATEMENTS
L EEE e

For the six months ended 31 March 2006
BE-EEXFZA=+—HILAEA

14.

15.

RELATED PARTY TRANSACTIONS

During the Period, the Group paid rentals of
approximately HK$400,000 (2005: HK$377,000) to
the minority shareholder of a subsidiary,
Shenyang Huafeng Dyeing & Printing Co., Ltd.
(“Shenyang Huafeng”), in respect of Shenyang
Hyafeng's factory premises. The opinion of the
Board is that the above transactions with related
party were conducted on normal commercial
terms in the ordinary course of the Group’s

business.

COMPARATIVE FIGURES
Certain comparative figures have been
reclassified to conform to the presentation of

current Period.

14.

15.

FESRS

AR NEBEFHED REEELRE
BRAR (CEBEEL ) 2BEOEGEL
ZOEREX £ 4400,0008 T (=2
THF :377,00087T) - EEERE L
MERRE S ET 2R B IR AEB R EE
BBRRE—REERIGET -

1A¢ s

ETHBRBFIEEHSE - USRS

B2 -
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MANAGEMENT DISCUSSION AND ANALYSIS
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FINANCIAL REVIEW

The Group'’s aggregate turnover for the Period
surged 6.05% to approximately HK$279 million
(corresponding period in 2005: approximately
HK$263 million). Profits attributable to the
equity shareholders grow from approximately
HK$44 million in the corresponding period last
year to approximately HK$48 million,
representing a year-on-year increase of

approximately HK$4 million.

The mild growth in turnover was substained by
the steady demand of the market. Increase in
profit was attributable to system enhancement
and steady work force. Gross profit margin of

the Group increased by 10% overall.

BUSINESS REVIEW

As a pioneer and leading fabric processor in
Fujian, China, the Group never rests on past
laurels.The Group continued fostering business
growth through timely and prudent horizontal
expansion initiatives. Simultaneously, the Group
remain committed to research & development
and sales of upstream products, to maximize
benefits from larger economies of scale and to

enhance profit margin.
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MANAGEMENT DISCUSSION AND ANALYSIS

BB R 5T

At present, the Group owns and operates five
plants, including Huafeng Knitting Co., Ltd.
(“Huafeng Knitting”) and Lingfeng Dyeing and
Weaving Co., Ltd. (“Lingfeng”), the fabric
processing operations in Shishi City; Shengyang
Huafeng Dyeing & Printing Co., Ltd.
(“Shengyang Huafeng”), the operating arm
specializing in fabric processing and printing
(corduroy and muslin); and the Group’s two
major yarn spinning operations, Huafeng Textile
(Lianyungang) Co., Ltd. (“Lianyungang
Huafeng”) and Fenghua Textile Co., Ltd.
(“Fenghua Textile”). Processing capacity of
Huafeng Knitting for the Period reached 73,000
tonnes and 70 million metres, with an average
utilization rate of 85%. Lingfeng yielded
remarkable business improvements when
compared to the turnover prior to our
acquisition in 2004. Average utilization rate of

the plant was 85%.

Shengyang Huafeng reported a mediocre
performance during the Period. Processing and
printing capacity only reached 5.4 million
metres. Taking into consideration the plant’s
aggregate production capacity of 36 million
metres, The Group recognised that there is a

tremendous room for improvement in this

AEEEAFEAERELERIZRME 8%
ARHmALE AN TEEERES
SBARAT ([ELHE]) REIEZTR
BEARLT (DEE]) - BMREAH
BOERFER) MIRERNF LB
NABHRELEREERLAA (BHE
2)) URAEEMREIEZHOEED
TELHE EEB) ERAR (EES
EE | REEHAERAT ([EEH
Bl c EEHENBAZ N TEERED
773,000 £ 70,000,0003K + 3 fF AR
#85% c HLAEER _ZSZWFWE
BRI 2 E X BB ZEBRRRR
o ZREZFEHEEAERS5% -

BEELHRRREE - MIEBERE
880 RE5,400,000K ° EEEZRE
248 ERE 13£36,000,0005K ¢+ AREE
BERZMENEREMEEKR - ZRHLD
EBFHE BEHENASEABEBRR
Z TR S 54,5000 - BIERAZE
65% @ MEBEBELHAAIR—BILE
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MANAGEMENT DISCUSSION AND ANALYSIS
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sector.Turning to the yarn spinning operations,
processing capacity of Fenghua Textile was
4,500 tonnes during the six months under
review, representing a utilization rate of 65%;
while Lianyungang Huafeng is currently
operated by an independent third party. The
plant will be retained by the Group as a stable

rental income contributor.

In respond to the escalating market demand,
the Group sparked off a host of strategic
acquisitions in 2004, as the utilization rate of
Huafeng Knitting was approaching its
saturation point.Such proactive moves brought
the Group’s overall processing capacity to new
heights. Production capacity for fabric
processing and yarn spinning reached 98,400
tonnes and 13,000 tonnes respectively; while
capacity for corduroy grew to 36 million metres.
The Group has inevitably solidified its market
position to become one of the most established
fabric processors in China. Timely
implementation of our business plans in the
past two years has proved effective, and the
Board believes that Shishi City should be the

ZHEE - AEEKERE
HEBEHASWARR -

ZmE 1

ERTHERBREY - MEELHE
ZERARCELAN  AEEER=-Z
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EEEGERN LRITEE  AEEE
ENIENBAYS HmRAMIEER
4R 40 4 7 B2 0 5 B3 98,4000 12 13,000
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MANAGEMENT DISCUSSION AND ANALYSIS

BB R 5T

focal point for the Group’s future expansions.
Shishi city enjoys the worldwide fame as the
capital of casual wears in Southern China, its
strategic location has attracted thousands of
manufacturing setups. Leveraging the Group’s
well-established facilities in Shishi, the Group
aim at maximizing the Group’s benefits by
targeting future business acquisitions and

expansions within the region.

The Group has experienced various price
fluctuations of the supply during the Period. An
18.61% surge in cotton price and a 12% decline
in polyester fiber. The combined effects
impaired the net margin of the Group’s fabric
manufacturing business. On the other hand,
despite a 9.3% increase in the cost of dyeing
materials, the Group was capable of charging a
higher fee for its fabric processing services, due
to the newly imported technology in 2004.The
Group witness tangible results from such
technological investments during the first half
of 2006. While the cost of knitted fabric rose
11.27%, the Group was able to attain a price
increment of 36.5% for its products. It is evident
that the Group’s dynamic products have gained

wide market acceptance.

ZEERN  ARESEHBREPIRE
WBBRIEZEY  BUBEEREALRE
B2 R o

HR AEBESEEZRHEEERE
B o IRTEEHREF18.61% » MBARMAE
ATERT12%  EEEKESHEHAEE
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9.3%  ARAEBR _ZZMNFS|IAHN
Bl - B A 62 B 2 s hn T4 AT Y AR
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EEREMAAZRECERERRE - #
RGN EFR11.27% - BREEER
Z BB INEEIEN36.5%  ALLTTR » RE&E
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MANAGEMENT DISCUSSION AND ANALYSIS
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PROSPECTS

In line with the Group’s long-term policies, the
Group will continue to enhance our production
facilities, upgrade our product competitiveness
and strive to meet the highest standards of
service excellence for our clients.The Group has
embarked HK$10 million for expanding the
existing fabric processing facilities by 5% to
92,000 tonnes in 2006.

Concurrently, the Group is exploring
opportunities on the construction of a new
fabric manufacturing plant, adjacent to its
existing facilities in Shishi. With multiple plants
in close proximity, the Group would have
maximum flexibility in allocation of resources
to achieve considerable cost savings in
operating expenses.The upstream expansion
into fabric manufacturing would also
complement the Group's existing businesses in
fabric processing and yarn spinning, offering a
one-stop comprehensive services to clients, at
the same time, enhancing the Group’s profit

margin.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Following the phase-out of worldwide textile
quotas in 2005, the United States and the
European countries initiated to impose anti-
dumping duties and to re-impose quotas on
certain textile products from China to protect
domestic productions, but all in all, the Group
witness a more liberal and open market than
before. China will inevitably emerge as the
world’s largest exporter of printed and dyed
cloth. Capitalizing on the horizontal and
upstream expansions during the period under
review, the Group has successfully solidified its
business foundation and expanded its revenue
streams. The Board remains cautiously
optimistic towards the Group’s future

prospects.

LIQUIDITY AND FINANCIAL
RESOURCES

During the Period under review, the Group
principally met its funding requirements by
cash flows from operations and bank
borrowings.The net cash inflow from operating
activities and financing activities were
approximately HK$52 million and HK$60 million

respectively.
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In February 2006, the Company had entered
into a hire purchase agreement (the “Hire
Purchase Agreement”) in obtaining a facility of
the aggregate amount of HK$12 million with a
large local bank. Under the Hire Purchase
Agreement, the Company has provided
corporate guarantee from Huafeng Trading
Macau Commercial Offshore Limited and
Treasure Wealth Assets Limited for the lender.
All amounts under the hire purchase was

utilised during the Period.

At 31 March 2006, the Group’s total bank
borrowings amounted to approximately
HK$198.8 million, of which 48.4% was short-
term bank borrowings and 51.6% was longterm
bank borrowings. Besides, 48% of the total bank
borrowings was subject to fixed interest rates
while 52% was subject to floating interest rates.
The Group’s bank borrowings were primarily
denominated in Renminbi and Hong Kong
dollars. For the Group’s total bank borrowings
as at 31 March 2006, 48% of the balance was
denominated in Renminbi and 52% of the
balance was denominated in Hong Kong

dollars.
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MANAGEMENT DISCUSSION AND ANALYSIS

BB R 5T

At 31 March 2006, the Group’s bank borrowings
were secured by (i) certain plant and machinery
of the Group; (ii) certain leasehold land and
buildings of the Group; (iii) corporate
guarantees given by the Company and its
subsidiaries; and (iv) charges over the equity of

its subsidiaries.

While the Group has increased its bank
borrowings, the gearing ratio, which was
calculated on the basis of total bank borrowings
to the total shareholders’ equity, decreased
from 0.38 as at 30 September 2005 to 0.36 as at
31 March 2006. The gearing ratio of 0.36 is
considered to be at a reasonably adequate

level.

At 31 March 2006, the Group had current assets
of approximately HK$337.3 million and current
liabilities of approximately HK$167.5 million.
The current ratio, which was calculated on the
basis of current assets to the current liabilities,
improved from 1.42 as at 30 September 2005
to 2.01 as at 31 March 2006, owing primarily to
the increased level of long term financing.The
current ratio of 2.01 was at a healthy level and
indicated that the Group’s liquidity remained

sound.
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MANAGEMENT DISCUSSION AND ANALYSIS
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CAPITAL STRUCTURE

At the annual general meeting of the Company
held on 24 February 2006, an ordinary
resolution was duly passed by the shareholders
of the Company with respect to the bonus issue
of shares on the basis of 1 bonus share for every
20 existing shares of the Company (the “Bonus
Issue”).Upon the granting of listing approval for
the Bonus Issue by the Stock Exchange, the
totaling 38,727,600 Bonus Shares were issued
on 1 March 2006. As a result of the Bonus Issue,
the total number of issued share capital of the
Company as at 31 March 2006 was 813,279,600.

FOREIGN EXCHANGE EXPOSURE

Most assets, liabilities and transactions of the
Group are denominated in Reminbi (“RMB”),
except overseas sales are denominated in
United States (“USD”) and Hong Kong dollars
("HKD"). In view of the currency pack between
HKD and USD and relatively stable RMB at
HKD1.00 equals to RMB1.03, the fluctuations of
foreign currencies did not have a significant

impact on the performance of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS
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CAPITAL EXPENDITURES

During the Period under review, the total capital
expenditure of the Group was approximately
HK$16.5 million, of which approximately HK$10
million was used for the purchase of leasehold
land for the further development of the Group
and approximately HKS$5.5 million was used for
the expansion of fabric processing production

capacity.

CHARGES ON ASSETS

As aforesaid, the Company has entered into Hire
Purchase Agreement in February 2006 in
obtaining a facility of the aggregate amount of
HK$12 million.

Save as disclosed above, at 31 March 2006, the
Group's leasehold land and building with an
aggregate net book value of approximately
HK$10 million and plant and machinery with an
aggregate net book value of approximately
HK$70 million were pledged to banks to secure
banking facilities granted to the Group.

CONTINGENT LIABILITIES

At 31 March 2006, the Group did not have any
significant contingent liabilities (30 September
2005: Nil).
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MANAGEMENT DISCUSSION AND ANALYSIS
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At 31 March 2006, the Company had provided
corporate guarantee to the extent of HK$27
million (30 September 2005: HK$25 million) for
banking facilities granted to a subsidiary, which
were utilised to the extent of HK$27 million (30
September 2005: HK$25 million.

MATERIAL ACQUISITION OR
DISPOSAL OF SUBSIDIARIES AND
ASSOCIATED COMPANIES

There is no material acquisition or disposal of
subsidiaries and associated companies during

the Period under review.

EMPLOYMENT INFORMATION

At 31 March 2006, the Group had a total of
approximately 2,230 (2005:2,400) employees in
Hong Kong, Macau and the PRC. The Group's
emoluments policies are formulated on the
performance of individual employee and on the
basis of the salary trends in various regions, and

are reviewed periodically.

In addition, the Group maintains a share option
scheme for the purpose of providing incentives
and rewards to the eligible participants for their

contributions to the Group.
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DISCLOSURE OF ADDITIONAL INFORMATION

it i £ 4 4% 55

INTERIM DIVIDEND

The Board has resolved to pay interim dividend
of HK1 cent per share for the six months ended
31 March 2006 (2005: HK1.1 cent). The total
dividend will be approximately HK$8,804,796
(2005: HK$8,519,000). The dividend will be
payable on or around 18 August 2006 to
shareholders whose names appear on the
Register of Members on 28 July 2006.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will
be closed from 26 July 2006 to 28 July 2006
(both days inclusive), during which period no
transfer of shares will be registered. In order to
qualify for the interim dividend, all transfers
accompanied by the relevant share certificates,
must be lodged with the Company’s Registrar,
Union Registrar Limited, at 311-312 Two
Exchange Square, Central, Hong Kong no later
than 4:00 p.m.on 25 July 2006.
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DISCLOSURE OF ADDITIONAL INFORMATION
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DIRECTORS’ INTERESTS AND
SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

At 31 March 2006, the interests of the directors
of the Company or their respective associates
in the shares and underlying shares of the
Company or its associated corporations (within
the meaning of Part XV of the Securities and
Future Ordinance (the “SFO”")) which are
required to be notified to the Company and The
Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to Divisions 7 and
8 of Part XV of the SFO, or as recorded in the
register required to be maintained pursuant to
Section 352 of the SFO, or as otherwise notified
to the Company or the Stock Exchange
pursuant to the Model Code for Securities

Transaction by Directors of Listed Companies
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DISCLOSURE OF ADDITIONAL INFORMATION
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(the “Model Code”) in the Listing Rules were as

follows:

Long positions

Ordinary Shares of HK$0.01 each of the Company

DNEHBR 2 BBNT -

Ba

AR AFREE.01ETZEZER

Approximate

percentage

Type of Number of of shareholding

Name of director Capacity interest shares held in the Company

REATZ

Exz@ i e fakHBE WORRESIL

Mr. Cai Zhen Rong Beneficial owner Personal 427,140,000 52.52%
HREAE BRBERA fAA

Save as disclosed above, at 31 March 2006, none
of the directors of the Company or their
respective associates had any interest or short
positions in the shares, underlying shares or
debentures of the Company or any of its
associated corporations (within the meaning of
Part XV of the SFO) which are required to be
notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO, or as recorded in the register
required to be maintained pursuant to Section
352 of the SFO, or as otherwise to be notified
to the Company or the Stock Exchange
pursuant to the Model Code in the Listing Rules.
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SHARE OPTION SCHEME

The Company operates a share option scheme
(the “SO Scheme”) for the purpose of providing
incentives and rewards to eligible participants
who contribute to the success of the Group's
operations. Eligible participants of the SO
Scheme include the Company’s directors,
including independent non-executive directors,
employees of the Group, suppliers of goods or
services to the Group, customers of the Group,
persons or entities providing research,
development or other technological support to
the Group, and any minority shareholder in the
Company’s subsidiaries. The SO Scheme
became effective on 30 August 2002 and, unless
otherwise cancelled or amended, will remain in

force for 10 years from that date.

The maximum number of unexercised share
options currently permitted to be granted
under the SO Scheme is an amount equivalent,
upon their exercise, to 10% of the shares of the
Company in issue at any time. The maximum
number of shares issuable under share options
to each eligible participant in the SO Scheme
within any 12-month year, is limited to 1% of
the shares of the Company in issue at any time.
Any further grant of share options in excess of
this limit is subject to shareholders’approval in

a general meeting.
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DISCLOSURE OF ADDITIONAL INFORMATION
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Share options granted to a director, chief
executive or substantial shareholder of the
Company, or to any of their associates, are
subject to approval in advance by the
independent non-executive directors. In
addition, any share options granted to a
substantial shareholder or an independent
non-executive director of the Company, or to
any of their associates, in excess 0.1% of the
shares of the Company in issue at any time or
with an aggregate value (based on the closing
price of the Company’s shares at the date of the
grant) in excess of HK$5 million, within 12-
month year, are subject to shareholders’

approval in advance in a general meeting.

The offer of a grant of share options may be
accepted within 21 days from the date of the
offer, upon payment of a nominal consideration
of HKS$1 in total by the grantee. The exercise
year of the share options granted is
determinable by the directors,and commences
after a certain vesting period and ends on a
date which is not later than 10 years from the
date of the grant of the share options or the

expiry date of the SO Scheme, if earlier.
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The exercise price of the share options is
determinable by the directors, but may not be
less than the higher of (i) the closing price of
the Company’s shares as stated in the Stock
Exchange’s daily quotations sheet on the date
of the offer of grant, which must be a trading
day; (ii) the average closing price of the
Company’s shares as stated in the Stock
Exchange’s daily quotation sheets for the five
trading days immediately preceding the date
of the offer of the grant; and (iii) the nominal

value of the Company’s shares.

No options had been granted or agreed to be
granted or outstanding under the SO Scheme
for the period ended 31 March 2006.

To ensure the transparency of the status in
relation to the granting of share options, the
Company will make an announcement to the
public to inform the shareholders of the
Company promptly every time when the
directors of the Company approve granting of

further share option.
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SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS
IN SHARES AND UNDERLYING
SHARES

At 31 March 2006, to the best knowledge of the
directors of the Company, the following person
(other than a director of the Company) who had
interests or short positions in the shares and
underlying shares of the Company which would
fall to be disclosed to the Company under the
provision of Division 2 and 3 of Part XV of the
SFO, or which were recorded in the register
required to be kept by the Company pursuant
to Section 336 of the SFO:

Long positions

Ordinary Shares of HK$0.01 each of the Company
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Approximate

percentage

Number of of shareholding

Name of shareholder Capacity shares held in the Company
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Ms. Su Li Yuan Interest of spouse 427,140,000 52.52%
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Note: These 427,140,000 shares are held and
beneficially owned by Mr. Cai Zhen Rong, an
executive director of the Company and the
spouse of Ms. Su Li Yuan. Under the SFO, Ms.
Su LiYuan is deemed to be interested in these
427,140,000 shares.

Save as disclosed above, at 31 March 2006, no
person, other than the directors of the
Company whose interests are set out in the
section “Directors’interests and short positions
in shares and underlying shares”above, had any
interest or short positions in the shares or
underlying shares of the Company which are
required to be notified to the Company and the
Stock Exchange under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or which
were recorded in the register required to be
kept by the Company pursuant to Section 336
of the SFO.

DIRECTOR’S RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Save as disclosed under the headings“Directors’
interests and short positions in shares and
underlying shares "and “Share option scheme’
at no time during the Period was the Company,

its subsidiaries or any of its associated
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corporations (within the meaning of Part XV of
the SFO) a party to any arrangements to enable
the directors of the Company or their associates
(as defined in the Listing Rules) to acquire
benefits by means of acquisition of shares in,
or debentures of, the Company or any other

body corporate.

POST BALANCE SHEET EVENT

On 2 May 2006, there are totaling 67,200,000
share options were granted to 10 employees of
the Company or its subsidiaries or its invested
entity (the“Eligible Employees”) on 2 May 2006,
each of Eligible Employees was granted Share
Options to subscribe for 6,720,000 shares of the
Company at the exercise price of HK$0.395 and
the exercise period is from 2 May 2006 to 1 May
2009 (the “Grant of Share Options”). All the
Eligible Employees has accepted the Grant of
Share Options and also fully exercised. The
relevant announcement of the Grant of Share
Options has been published on 10 May 2006.

As a result of the exercise of share options as
referred to the above, the total number of
issued share capital as at the date of this report
was 880,479,600.
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PURCHASE, SALE OR REDEMPTION
OF LISTED SECURITIES OF THE
COMPANY

Neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the

Company’s listed securities during the Period.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Code of Conduct
regarding securities transactions by directors as
set out in Appendix 10 of the Listing Rules
during the Period and all directors have
complied with required standard of dealings set

out therein.

CORPORATE GOVERNANCE

In the opinion of the directors, the Company has
complied with the Code on Corporate
Governance Practices (the “CG Code”) as set out
in Appendix 14 to the Listing Rules during the
six months ended 31 March 2006 except for the

following deviations:
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Code A.2.1

Under the code provision A.2.1 of the CG Code,
the roles of chairman and chief executive officer
should be separate and should not be
performed by the same individual. The
Company does not at present have any officer
with the title of “chief executive officer” but the
Chairman of the Board, Mr. Cai Zhen Rong,
provides overall leadership for the Board and
takes the lead to ensure the Board acts in the
best interest of the Group. The daily
management of the Group’s business is shared
among the executive directors of the Company.
The Group will endeavour to ensure that there
is a clear division of these responsibilities at the
board level to maintain a balance of power and

authority.

Code A.4.1

Under the code provision A.4.1 of the CG Code,
non-executive directors should be appointed
for a specific term, subject to re-election.The
currentindependent non-executive directors of
the Company, namely Ms. Choy So Yuk, Mr.
Lawrence Gonzaga and Mr.Wong Siu Hong are
not appointed for specific terms, but are subject
to retirement by rotation and re-election at the
annual general meeting of the Company in
accordance with the Company'’s articles of

association.
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The Company has established an audit ZAATRBEFAUZHEEREERZE
committee in accordance with the & HEBSEAUAEEZHBERERF
requirements of the Code for the purposes of RAZEIRETEMIWIRHEEE - ZFE
reviewing and providing supervision over the HBZESHARA=BBIHEHTES
Group's financial reporting process and internal ~ #AFX ° NP HIEE R LR D TR EEHF
controls. The Audit Committee comprises three  #% ' ECHBEZZESERREB - H
independent non-executive directors of the R @ BRZEGCEBIT—AEHE

Company. This interim results have been & ©

AUDIT COMMITTEE

reviewed and approved by the Audit
Committee, but have not been audited by the
auditors of the Company. During the Period, a

regular meeting of the Audit Committee has

been held.

On behalf of the Board RERESE

Cai Yang Bo HITESE

Executive Director BiHH

Hong Kong, 27 June 2006 BB —EEREAAZTLH
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