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Interim Results

SEGE S

The board of directors (the “Board”) of Huafeng
Textile International Group Limited (the
“Company”) is pleased to announce the
unaudited condensed consolidated results of the
Company and its subsidiaries (the “Group”) for
the six months ended 31 March 2007 (the
“Period”). The interim results for the Period are
unaudited, but have been reviewed by the audit
committee of the Company (the “Audit
Committee”).
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Condensed Consolidated Income Statement
HRFGSEREER

For the six months ended 31 March 2007

BE_FTELF=A=+—HIENEA

Six months ended 31 March
BE=A=t—-HLAEA

2007 2006
“EEtE ZTERF
(Unaudited) (Unaudited)
(REER) (REEER)
Notes HK$'000 HK$'000
B zE TET FET
TURNOVER HEH 3 320,984 279,191
Cost of services provided R AR
and cost of sales RHERA (223,517) (200,792)
Gross profit EF 97,467 78,399
Other income H A 5,078 5,093
Selling and distribution expenses HERDHEHAY (12,552) (9,180)
Administrative expenses X (24,618) (14,580)
Other operating expenses HitB &R (92) (4,094)
PROFIT FROM REER
OPERATING ACTIVITIES ek 4 65,283 55,638
Finance costs BIRAR 5 (10,501) (5,955)
PROFIT BEFORE TAX BREE AR R 54,782 49,683
Income tax expense FEREX 6 (1,332) (1,236)
PROFIT FOR THE PERIOD HERF 53,450 48,447
Attributable to: MTNATEGE#S
Equity shareholders of NS
the Company 53,696 49,265
Minority interests LYRE R = (246) (818)
53,450 48,447
DIVIDEND KE 7 22,012 8,805
EARNINGS PER SHARE BREF
Basic K 8 HK6.1 cents &l HK6.3 cents 1l
Diluted 3 8 HK6.1 cents #&fl  HK6.3 cents &1l
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Condensed Consolidated Balance Sheet

ERGEEERER

As at 31 March 2007
RZFEE+F=FA=+—H

31 March 30 September
2007 2006
“ETtE “ETRE
=ZA=1+-8 AA=1H
(Unaudited) (Audited)
(REER) (8E%)
Notes HK$’000 HK$'000
B zE TER FET
NON-CURRENT ASSETS kRBEE
Property, plant and equipment ERN G 515,436 435,305
Prepaid land lease payments BT AERE 29,856 11,490
Intangible assets BREE 35,698 32,553
Available-for-sale financial assets HEESHEE 2,480 1,461
Deposits paid for acquisition WERBEEEN
of long-term assets 25% 28,634 56,634
612,104 537,443
CURRENT ASSETS REBEE
Inventories & 74,802 74,624
Trade receivables EUE 5 KT 9 195,079 124,853
Prepayments, deposits BHFE - BE
and other receivables RE fhE G E 44,023 37,901
Prepaid land lease payments BT AERE 309 309
Cash and bank balances Re RFITES 198,147 191,797
512,360 429,484
CURRENT LIABILITIES FBaE
Trade payables ERESEN 10 49,494 28,108
Other payables and accruals HtENZTBLETER 53,498 49,008
Interest-bearing borrowings TEEE 94,200 108,192
Provision for taxation MERE 2,931 2,247
200,123 187,555
NET CURRENT ASSETS FBEEFE 312,237 241,929
TOTAL ASSETS LESS BEERRD
CURRENT LIABILITIES =4 924,341 779,372

EHBEREEFRAF
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Condensed Consolidated Balance Sheet

ERGEEERER

As at 31 March 2007
RZFEE+F=FA=+—H

31 March 30 September

2007 2006
“ETtE —TERF
ZA=+-8 AA=1H
(Unaudited) (Audited)
(REER) (BE#”)
Notes HK$’000 HK$'000
B zE TER FET
NON-CURRENT LIABILITIES krnBAaE
Interest-bearing borrowings TEEE 258,883 171,035
Deferred tax EIER TR 19,247 14,197
278,130 185,232
NET ASSETS EEFE 646,211 594,140
CAPITAL AND RESERVES BAR FHE
Share capital A 11 8,805 8,805
Reserves FEfE 629,492 577,175
Equity attributable to equity holders A FIEZEA A
of the Company iR 638,297 585,980
Minority interests LERRER 7,914 8,160
646,211 594,140
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Condensed Consolidated Statement of Changes in Equity

BHAGESERZ B KR

For the six months ended 31 March 2007

BE_FTELF=A=+—HIENEA

Attributable to equity holders of the Company
KAAREEEARGER

Reserves

e

Share-
Properties  based
Share  Share revaluation payment Translation Retained

Minority

capital premium reserve reserve reseve  profits  Total interests  Total
Y v
LESS 312 58

Ra RHEE EftEE ARG AEEE REER A RRER 4R
HK$'000 HKS000 HKS000 HK$'000 HKBOO0 HKS000 HK$000 HKS000 HKS000

Thn Thén Thrn Tér TErn TEr THr TErn ThEn

At 1 October 2005 (Audited) R-EERETA-H (@) 7746 13518 32,050 — 12672 300513 488167 10724 498,891
Issue of bonus shares ARET ¥ 387) - - - - - - -
Increase in Reserves GiERR — 3776 - - - - 3776 — 3776
Profit for the Period BEEH - — — - — 49265 49,265 (819) 48446
Exchange differences on BERNER

translation of foreign JEREE

operations - - - - (1,016) - (1,016) (1,016)
Deficit on revaluation on BEREREREL

plant and machinery - - (694) - - - (6%) - (69)
At 31 March 2006 RZ%%:52A=1-R 8133 138575 313%6 — 11,656 349,778 539498 9,905 549,403
Representing: ik
At 31 March 2006 after RZ%5/52A=1-R

proposed interim dividend (RERERE %) 531,365
Proposed interim dividend HERERE 8,133
Equiy attributable ARTREREA

equity holders of the Company ~ FE(FIE % 539,498
At 1 October 2006 (Audited) RZESAETA-H(EER) 8805 16483 22128 — 12468 377744 585980 8160 594,140
Profit for the Period il - — - - — 536% 53,69 (246) 53,450
Exchange differences on BERNER

translation of foreign JERZE

operations - - - - (2380) — (2380 - (2380)
Recognition of share-based BANRAZ N 2 5EER

payments - — — 5403 - — 5403 — 5403
Dividends paid BRRE - - - - — (44000 (4402 — (4402
At 31 March 2007 R-E5tEZf=1+-H 8805 164835 22,128 5403 10,088 427,038 638297 7914 646,211
Representing: fik
At 31 March 2007 after RZ55tF=A=1-R

proposed interim dividend (RErEREH) 620,687
Proposed interim dividend RERERE 17,610
Equity atiributable to TRAREREA

equity holders of the Company ~ FE{EIE % 638,207

ELHBEREEFRAF




Condensed Consolidated Cash Flow Statement
BHGEREESRER

For the six months ended 31 March 2007
HE—FT+F=A=1+—HINMEA

Six months ended 31 March
BE=A=t-HLXMEA
2007 2006
3 3 ZTERF
(Unaudited) (Unaudited)
(REER) (REER)

HK$'000 HK$'000
TER FET
NET CASH INFLOW/(OUTFLOW) REEBRES RN/
FROM OPERATING ACTIVITIES (fi) B8 36,365 (52,520)
NET CASH OUTFLOW FROM REZHESALFE
INVESTING ACTIVITIES (76,386) (4,339)
NET CASH INFLOW FROM RETHHSANEE
FINANCING ACTIVITIES 48,751 60,194
INCREASE IN CASH AND BeRBEESEEM
CASH EQUIVALENTS 8,730 3,335
CASH AND CASH EQUIVALENTS HARERESZE
AT THE BEGINNING OF PERIOD 191,797 88,367
EFFECT OF FOREIGN EXCHANGE /'S EZ#85H5 &
RATE CHANGES (2,380) (1,251)
CASH AND CASH EQUIVALENTS HRESREEZE
AT END OF PERIOD 198,147 90,451
ANALYSIS OF BALANCES OF HEREEREE
CASH AND CASH EQUIVALENTS ZEEHIN
AT END OF PERIOD
Cash and bank balances ReRBITEH 198,147 90,451
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Notes to Financial Statements

B SRR M &

For the six months ended 31 March 2007
HE—FT+F=A=1+—HINMEA

BASIS OF PREPARATION

This unaudited interim financial report has been
prepared in accordance with the applicable
disclosure provisions of the Rules Governing the
Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”),
including compliance with Hong Kong
Accounting Standard (“HKAS”) 34, Interim
financial reporting, issued by the Hong Kong
Institute of Certified Public Accountants (the
“HKICPA"). It was authorised for issuance on 25
June 2007.

The unaudited interim financial report has been
prepared in accordance with the same
accounting policies adopted in the 2006 annual

financial statements.

The preparation of an interim financial report in
conformity with HKAS 34 requires management
to make judgements, estimates and assumptions
that affect the application of policies and
reported amounts of assets and liabilities,
income and expenses on a year to date basis.
Actual results may differ from these estimates.

EEHBEREERFRAT —

RIGEZF Bﬁﬁﬂ%iﬁiemﬁéﬁ%ﬁ
x%?ﬁ%ﬁﬁ %tmiﬁﬁl((tmfﬁ
E“JJ)Z}@WH&%MY W EEREB S

fog ((EEE JrEﬂi’“AJ)ﬁﬁﬁﬁZ%&‘/%@
FHERI([FE G AERA) E345% B
BIEMRE - AREERHHMREN =
EELFRASTRARRETE -

AEEZTFHRUBHRSCRE-_FTN
iigﬂﬂ%iﬁiﬁﬁﬁzmﬁ & FTHCK I 4R
EI

EREEREN AT BRI ERE34R
HE 2 R BT RS B PR 2 AU - bRt
&ﬁx%ﬁ SR BQTHK Z AR

=5 (BAER) AR E 2 KERE
EE@EE WARZ Mz 2% - BERER
AR EMEGTEEER -

TEPHRE
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Notes to Financial Statements

kil d & .

B SRR M &

For the six months ended 31 March 2007

=S

—EELF=HA=1+—HINMEA

This unaudited interim financial report contains
condensed consolidated financial statements
and selected explanatory notes. The notes
include an explanation of events and
transactions that are significant to an
understanding of the changes in financial
position and performance of the Group since the
2006 annual financial statements. The
unaudited condensed consolidated interim
financial statements and notes thereon do not
include all of the information required for full
set of financial statements prepared in
accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”, which term collectively
includes HKASs and Interpretations).

The financial information relating to the financial
year ended 30 September 2006 that is included
in the interim financial report as being previously
reported information does not constitute the
Company’s statutory financial statements for that
financial year but is derived from those financial
statements. Statutory financial statements for the
year ended 30 September 2006 are available
from the Company’s registered office. The
auditors have expressed an unqualified opinion
on those financial statements in their report
dated 25 January 2007.

AAREEZT PR B RERAGAGER

TMRMEETIR 2 SR - MR T
B -ETREFEMERERTIEIAR - £
W RR AN SR B 2 BATSIAOR K SR B 5 i
BEZZEMHMR S « AREEXLHLE
SR HRTBHRERLIEE T EERRES
BrigmE R ([FBM RS ER | 5
BREEEGEIRRRE) RERETE
BITSRRTE 2 2 H AR -

TP BREMRBEE—TTRFNLA=Z
THIEMRFEZMBERTDZAZH2Z
AR WTNERAA BRI RERE 2EE
ISRk - EEMARE BB BHE
AEEBE—TTRFNLA=ZTHLEFE
ZEEMTEHRANARA Z MM FR
RH - REEEE-—TTLF A TH
B2 REEmE P SR ERBHREH AR
REBR -
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Notes to Financial Statements

B SRR M &

For the six months ended 31 March 2007
HE—FT+F=A=1+—HINMEA

CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued a number of new and
revised HKFRSs that are effective or available
for early adoption for accounting periods
beginning on or after 1 January 2006. The Board
has determined the accounting policies to be
adopted in the preparation of the Group’s annual
financial statements for the year ending 30
September 2007, on the basis of HKFRSs
currently in issue. The adoption of these new
HKFRSs did not result in substantial changes in
the Group’s accounting policies.

The HKFRSs that will be effective or are available
for voluntary early adoption in the annual
financial statements for the year ending 30
September 2007 may be affected by the issue
of additional interpretations or other changes
announced by the HKICPA subsequent to the
date of issuance of this interim report. Therefore
the policies that will be applied in the Group’s
financial statements for that period cannot be
determined with certainty at the date of issuance
of this interim financial report.

2.

EEHBEREERFRAT —

B REZ22E

BEG RS RMZ I T RGBT E
BEBRELD - ZERBER-FTTN
F—A—H AR 2 ST I AERE
AHRERM - EEGEREERRAE
BEE—ZTLFNA=THILFEZF
BRI HMKE - RREBMH 2 BBHBR
SRR 7 B IRBZE QTR - A
HEN BB BRERNEAEE &
AHEAEERTE -

EARTPHRENERDER  ZSHEE"
ZEHFNAZTRIEFEZFEFBR
OB A HRERRB 2 BEM B RS E
BIEFIRE R B H B Gt DG RMES B
BRI M BEAFE - Fit - ThE

A rh HIB TS 9 T A A R iR A
5 5% H) o S B TS R PR AR 2 BUR

TEPHRE
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Notes to Financial Statements

B SRR M &

For the six months ended 31 March 2007
HE—FT+F=A=1+—HINMEA

3. SEGMENT INFORMATION 3. 2 EER

Segment information is presented by way of two DEERTIEMES B HR2/H

segment formats:

(i) on a primary segment reporting basis, by (i) NEZHHE2REE (BIHESD
geographical segment; and ) Kk

(i) ona secondary segment reporting basis, (i) HUNREHP2MELE(RIEBD
by business segment. )

The principal activities of the Group are the AEEFEXBIREMEINIRS -

provision of fabrics processing services, HEUEREE  URGHDRIERIEE - B

manufacture and sale of fabrics and BEBNIRBEPEMEBNEEE -

manufacture and sale of yarns, which are

managed according to the geographical location

of customers.

Each of the Group’s geographical segment, AEBEEE DI TIRIEBRZFTEM

based on the location of customers, represents B A EREEEEELNL - MR TR

a strategic business unit that offers services to % 2 BERIR RS - A Bt A

customers located in different geographical areas 2 BB RES 2 Bl RA 250 iR 5

which are subject to risks and returns that are FrmE ¥ 2 Bk RES Z B3R o

different from those of other geographical

segments.
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Notes to Financial Statements

B SRR M &

For the six months ended 31 March 2007
HE—FT+F=A=1+—HINMEA

(a)  Geographical segments based on the (a) REBEFMEVEZHES
location of customers
Africa,
Australia and
The Philippines Greater China North America Consolidated
FEE RREHE - ANREEN &8

2007 2006 2007 2006 2007 2006 2007 2006
CERLE CTTNF CRRLE CITNH CERLE CRTNF CERLE CITNR
HK$'000  HKS000 HK$'000  HKS000 HK$'000  HKS'000 HK$'000  HK$000
Tén TEr Tz  TEn  TER  TET  TEn iR

Segment revenue: AHRA -
Sales to external HER
customers HER 120,678 104558 167,933 148493 32,373 26140 320,984 279,191
Segment results P95 56,367 37621 11877 6830 15,121 9671 83365 54,122
Unallocated revenue &2 EMA 5,078 5,093
Unallocated expenses £ EFEX (23,1600 (3577
Profitfrom operating &% £
activities il 65283 55,638
Finance costs HHRE (10,501)  (5,955)
Profit before tax BH RS 54782 49,683
Income tax expenses  FTEH X (1,33 (1,23)
Profitfor the Period ~ EREII&T] 53,450 48447
(b)  Business segments (b) EXBHB
Fabrics processing
services, manufacture Manufacture
and sale of fabrics and
HRMIRE sale of yams Consolidated
FHRERSE GYRERSE &a
2007 2006 2007 2006 2007 2006

CREHE CTERF CERtE CITRE CERE CITE
HK$'000  HKS000  HK$'000  HKS000  HK$'000  HKS000
TR TER TR TER TR TER

Segment revenue: AHRA -

Sales to external HER
customers HER 268,344 229,077 52,640 50,114 320,984 279,191
Total revenue apA 268,344 229,077 52,640 50,114 320,984 279,191

EEHBEREERFRAT —
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Notes to Financial Statements

B SRR M &

For the six months ended 31 March 2007
HE—FT+F=A=1+—HINMEA

4, PROFIT FROM OPERATING ACTIVITIES 4. mEEKRER
The Group’s profit from operating activities is AEE 2 &S5 m FEINR T oS\
arrived at after charging: ERC

Six months ended 31 March
BE=ZA=t+—HLXEA

2007 2006

—ETLF —ETRE

(Unaudited) (Unaudited)

(REER) (REEZ)

HK$’000 HK$'000

FER FH&T

Amortisation of goodwill Gk ] — 1,926
Depreciation WE 20,486 17,987
Employee share option benefits & 8 34 % ## 12 7 5,403 —

5. FINANCE COSTS

[k 9%

Six months ended 31 March
BE=ZA=+—HLXEA

2007 2006
—ETLF ZEEREF
(Unaudited) (Unaudited)
(REER) (RgER)
HK$’000 HK$'000
FBxT FHET

Interest on bank loans and ARBFNEHER

overdrafts wholly repayable ZIRITER K

within five years EXFE 10,501 5,724
Bank charges RITEA = 231
10,501 5,955
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Notes to Financial Statements

B SRR M &

For the six months ended 31 March 2007
(E—EFET L F=A=1+—HINMEA

6. INCOME TAX EXPENSE 6. FreHimx
Six months ended 31 March
BE=ZA=t+—HLXEA
2007 2006
—ETtF ZETREF
(Unaudited) (Unaudited)
(REER) (REEEZ)
HK$’000 HK$’000
FHET FET
PRC enterprise income tax PRI MR
— current — BPHEj 1,332 1,830
— deferred — R — (594)
Tax charge for the Period HMB B 1,332 1,236

No provision for Hong Kong profits tax is required
since the Group has no assessable profit arising
in Hong Kong during the Period (2006: Nil).

Tax charge on profits assessable in the PRC had
been calculated at the rates of tax prevailing in
the jurisdictions in which the Group operates,
based on existing legislation, interpretations and
practices in respect thereof.

BN AKER R AE RS EELE ER
FERBUGR ] - S LB RIS TR
BCEERF HE) -

FEERTOSEF RS IR ARELE
FrER AR 2RITHRERRIEERE2H
TED - 2BEREAE -

EEHBERERFRAF




wiiadid 4 4

Notes to Financial Statements

B SRR M &

For the six months ended 31 March 2007
HE—FT+F=A=1+—HINMEA

7. DIVIDEND 7. KE
Six months ended 31 March
BE=ZA=+—HLXEA
2007 2006
—ETLF ZETXRF
(Unaudited) (Unaudited)
(RBERZ) (RigE=Z)
HK$’000 HK$’000
FHBT FET
Interim dividend declared RPEBETIRSZ
after the interim period o EARR B B AR 21
of 2 cents (2006: 1 cent) (ZZTREF
per share FRR1L) 17,610 8,805
Final dividend in respect EHLE I AR BER
of the financial year ended H ﬁﬂl’ﬂ}ﬁiﬁ
30 September 2006, BEZZTZTRF
approved and paid during NA=+HI1E
the following interim period, M E 2 RERR S
of 0.5 cents (year ended FRX0.50L (E =
30 September 2005: Nil) —ETHRFNA
per share =THIEFE:: T) 4,402 —
22,012 8,805
The interim dividend has not been recognised REHER  PHRENRERRBAR -
as a liability at the balance sheet date.
8. EARNINGS PER SHARE 8. BRER
(a)  Basic earnings per share (a)) BREXER
The calculation of basic earnings per B B AR E AR R TR A R HR
share for the Period is based on the i JE {1 7 5= B 48 1 49 53,696,000
Group’s net profit attributable to equity BT (ZTZ R © 49,265,000/
shareholders for the Period of JT) &bﬂﬁé;i’i%&880,479,600%
approximately HK$53,696,000 (2006: (ZZZ/XF : 781,148,4590%) &t
HK$49,265,000) and the weighted o

average number of 880,479,600. (2006:
781,148,459).
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Notes to Financial Statements

B SRR M &

For the six months ended 31 March 2007
HE—FT+F=A=1+—HINMEA

(b)  Diluted earnings per share (b)y SREBERF
The calculation diluted earnings per AR AR E & Ty AR R A
share for the Period is based on the & {5 AN £& [ 48 1 4953,696,000
Group’s net profit attributable to equity BIL(ZZEZXF 1 49,265,00075
shareholders for the Period of JT) K hniE 15 880,519,053 %
approximately HK$53,696,000 (2006: (ZZZT X : 781,148,4590%) =t
HK$49,265,000) and the weighted Ho

average number of 880,519,053. (2006:
781,148,459).

9.  TRADE RECEIVABLES 9. EWEZERN
The Group normally allows credit terms to well- REE—RURPBEERTI0ORELI20KR
established customers ranging from 30 to 120 ZEEH - aifBe—F2RERERS
days. Impairment is made for outstanding debts PEHIRE ©

aged over one year.

An aging analysis of the trade receivables as at RIBFHERREBASEEE Mz B EG
the balance sheet date, based on the date of 8 ERESERFINEE B ZRERS T
recognition of the service income or goods sold, T

is as follows:

31 March 30 September

2007 2006

—EELF —ZEEREF

=A=+—8 NnA=+H

(Unaudited) (Audited)

(REER) (fEEH%)

HK$’000 HK$’000

FHxT FET

0 — 30 days 0— 30K 81,345 44,402
31 — 60 days 31 — 60X 49,384 36,403
61 — 90 days 61 — 90 X 44,810 33,029
Over 90 days 90 KM £ 19,540 11,019
195,079 124,853

EEHBEREERFRAT —




Notes to Financial Statements

B SRR M &

For the six months ended 31 March 2007
HE—FT+F=A=1+—HINMEA

10. TRADE PAYABLES 10. ERNEZRX
The Group normally obtains credit terms ranging AEE—REHEEE T30 RXENQ X2
from 30 to 90 days from its suppliers. EEH -
An aging analysis of the trade payables as at the RIBWEFTIE B 2 8 fEmeE m A HE
balance sheet date, based on the date of receipt & ENESERINEER ZRES TN
of consumables or goods purchased, is as N
follows:

31 March 30 September

2007 2006

—EZ2LHF —ETXREF

=A=+—8 NA=+H

(Unaudited) (Audited)

(RIGEZ) (&%)

HK$’000 HK$'000

FERT FET

0 — 30 days 0— 30X 22,533 12,799
31 — 60 days 31 — 60X 14,659 9,148
61 — 90 days 61 — 90 X 7,315 2,717
Over 90 days 90 KA E 4,987 3,444
49,494 28,108
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For the six months ended 31 March 2007

(E_EELF=A=1—HiMEAA

11. SHARE CAPITAL 11. BX
31 March 30 September
2007 2006
—EZLHF ZETREF
=B=+-H hA=+8
(Unaudited) (Audited)
(REEZ) ('R
HK$’000 HK$'000
FiT FHT
Authorised: ETE ¢
2,000,000,000 ordinary 2,000,000,0008% & %
shares of HK$0.01 each HE 0.0l Tz EiEAk 20,000 20,000
Issued and fully paid: EEITRAR
880,479,600 880,479,6000%
(2006: 880,479,600) (ZZTREF
ordinary shares of 880,479,600/%) &A%
HK$0.01 each H{E 0.0 L2 Tl 8,805 8,805

ELHBEREEFRAF
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For the six months ended 31 March 2007
HE—FT+F=A=1+—HINMEA

A summary of the movements in the issued share ARARBEITRAZBEBMMOT -

capital of the Company is as follows:

As at 30 September 2006
W-TTAENAZHA

Number of Nominal value

shares issued  of shares issued
B ETRG BTG

#A [
Note ‘000 HK$'000
B & F FiET
At 1 October 2005 RZEERE+A—H 774,552 7,746
Shares issued on distribution Bt 5 IRALAR 81T
of bonus shares pdi ) a 38,728 387
Shares issued on exercise AT R B AR A T B AT
of share options pdi ) b 67,200 672
At 30 September 2006 RZZEERFNA=+H 880,480 8,805
As at 31 March 2007
R-BB+FE=f=+-H
Number of  Nominal value
shares issued of shares issued
BERITREG BERTREG
(] HE
Note 000 HK$’000
B TR TERT
As at 1 October 2006 and RZFEAFTA-BR
31 March 2007 —ET+HF=ZA=+—H 880,480 8,805
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For the six months ended 31 March 2007
HE—FT+F=A=1+—HINMEA

a. On 25 January 2006, the directors a. RZBEZEXNF—A=-+HA ' E
recommended a bonus issue of shares BEBBITAR (TAIREET]) -
(“Bonus Issue”) and approved in the WAARREZZEENF-_A=
Company’s annual general meeting held THAERITZBRFERAFAS LB
on 24 February 2006. The Bonus Issue BEBES - AREBITHE20R
has been made on the basis of 1 share, ERRE 2 RBRMEITIRRG
credited as fully paid, for every 20 ZERE - ARIIEZERD -

existing shares then held.

b. On 2 May 2006, the Company granted b. RIZZEZERNFHEAZH  ARQFA
67,200,000 share options at a RIEEEE 7 BB - UR
subscription price of HK$0.395 per share BESRBKRMO.395F LEH
to 10 employees of the Company and its 67,200,0000% i R 8 T AN A &) &
subsidiaries or its invested entity HEHWBARSKHEIEEER 2104
according to the share option scheme B8 - B4 H£%1767,200,000
operated by the Company, resulting in the EREE.0LA T2 - B
issue of 67,200,000 shares of HK$0.01 SRR E(NMBRBEAI OA
each for a total cash consideration, 26,544,000/ 7T B UWELZ R 5
before expenses, of approximately REZEBETRHEES DL
HK$26,544,000. The excess of the 25,872,000/ 7T + BRFRIBE #
subscription consideration received over A= EER - FTEBEREER
the nominal value of shares issued, ZEERFRA+ZBRZ=ZZT
amounted to approximately NERATEBTUITE -

HK$25,872,000, was credited to the
share premium account. All share options
were exercised on 12 May 2006 and 17

May 2006.

12. CONTINGENT LIABILITIES 12. HAREE
As at 31 March 2007, the Group did not have RZZETHF=A=+—H AEBELE
any significant contingent liabilities (30 AAERIARBBE(CEERNFAA=T
September 2006: Nil). H:&) -
As at 31 March 2007, the Company had provided RZZETHF=A=1+—H  ARAHE
corporate guarantee to the extent of HK$250 BB AR R ZIRITR A BB IEMS
million (30 September 2006: HK$27 million) for 250,000,000/ (ZZEE R FNLA=+
banking facilities granted to a subsidiary, which H : 27,000,000 7T) 2 A AHER - MW
were utilised to the extent of HK$250 million (30 250,000,000 T (ZTEEFENAZ+
September 2006: HK$27 million). H : 27,000,000 7m) 2 EFEEHA -

EEHBERERFRAF
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For the six months ended 31 March 2007
HE—FT+F=A=1+—HINMEA

13. COMMITMENTS 13. &g
At the balance sheet date, the Group had the REER  AEBZEAKENT ¢

following capital commitments:

31 March 30 September

2007 2006
—ETLEF ZETXRF
=R=+-H NE=+H
(Unaudited) (Audited)
(REER) (&%)
HK$’000 HK$’000
FERT FET
Purchases of plant BEBE
and machinery Mg 10,088 10,088
14. BUSINESS COMBINATIONS 14. EOF%EH
On 1 December 2006, the Group acquired 100% RZZEERF+ZA—A AEBEKE
of the share capital of United Glory Development United Glory Development Limited
Limited (“United Glory”). The principal asset of ([United Glory]) 2 100% /% 7% = United
United Glory is a wholly owned subsidiary, Shishi Gloryz XFZEEA—HE2EWNBRRA
Huarun Knitting & Dyeing Co., Ltd (“Huarun MHmERNGEDNEER AR ([E 84
Knitting”). Huarun Knitting is principally engaged ) c EREEFEEPREESEAAMI
in the business of fabric processing in the PRC. E
Details of net assets acquired and goodwill are BRBEEFEREEFBEET
as follows:
HK$'000
FBT
Purchase consideration BN E 85,000
Fair value of net assets BRBEEEFEZ
acquired — shown as below NEE— TR (82,118)
Goodwill (G 2,882
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For the six months ended 31 March 2007
HE—FT+F=A=1+—HINMEA

Goodwill arose from the acquisition is attributable ~ EBRBWEMEE 2B HERARRAREBK ZTE
to the anticipated profitability of the company's ~ ERZ&FIgE 7 R IEHI A 1% 2 & 2 18R -
operations and the anticipated future operating

synergies.

The assets and liabilities arising from the EABUBEMEEZEELBENT ¢
acquisition are as follows:

Acquiree’s
carrying
amount
Fair value wWEE S
AFE ZEREE
HK$'000 HK$’000
FAET FET
Cash and cash equivalents RekReEE 193 193
Property, plant and equipment  #% - 5 k& & 65,854 65,854
Prepaid land lease payments  JEft +#tFE & 518 5,893 5,893
Available-for-sale financial assets A] £ K & & @ & &= 437 437
Inventories T8 5,730 5,730
Receivables FEUAR 3k 29,150 29,150
Payables FEAFBR 3R (9,887) (9,887)
Borrowings BE (10,202) (10,202)
Deferred tax liabilities JRIEFIE (5,050) (5,050)
Net assets acquired BlBEEESE 82,118 82,118
HK$'00
FET
Purchase consideration settled MR &S 2
in cash g E 85,000
Deposit paid for acquisition g —EE ATz
of a subsidiary BEftiEe (28,000)
Cash and cash equivalents BRE—FHNEARZ
in a subsidiary acquired RekREEE (193)
Cash outflow on acquisition WegZIREmt 56,807

There were no acquisitions for the year ended EHZE-ZTXENA=+HILERE  @EERT
30 September 2006. [ER¢

EEHBEREERFRAT —
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15.

—EELF=HA=1+—HINMEA

RELATED PARTY TRANSACTIONS

During the period, the Group paid rentals of
approximately HK$Nil (2006: HK$400,000) to
the minority shareholder of a subsidiary,
Shenyang Huafeng Dyeing & Printing Co., Ltd.
(“Shenyang Huafeng”), in respect of Shenyang
Huafeng's factory premises.

During the period, the shareholder of the minority
shareholder of a subsidiary, Shenyang Huafeng,
advanced approximately HK$2,913,000 (2006:
HK$Nil) to Shenyang Huafeng. The advance is
unsecured, interest-free and repayable on demand.

The directors of the Company are of the opinion
that the above transactions with related parties
were conducted on normal commercial terms in

the ordinary course of the Group’s business.

15.

BEAIRS

HARA - AEEBLIEB A RERGE L LR
BRAR(DESEL]) 2BEMESEY
ZOBBERIARENTET(ZEEX
4 : 400,000 7T) °

HER - ARR—HMBAREGELE —
ZOBBEZRERERSE LR
2,913,000 T (ZFTRF : T&T) ©
BRIV - R 8 - WHEEBM
BEEIE -

ARREER R LHREMEHTETZR
SINARERFEBBETIZ—REE

AT -
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For the six months ended 31 March 2007
HE—FT+F=A=1+—HINMEA

16.

SHARE-BASED PAYMENTS
Equity-settled share option scheme

The Company operates a share option scheme
(the “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 Scheme
include the Company’s directors (including
independent non-executive directors), employee
of the Group, suppliers of goods or services,
customers, persons or entities providing
research, development or other technological
support to the Group, and any minority
shareholders in the Company’s subsidiaries. The
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 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 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.

16.

URH XN ZRE
DI s A 2 BIRESTE

RABHEITHBIERT 2 ([FH8))) - §&ER
BRESEHAREZRNEEEERZE
ARSEE B ZABERSREREALR
RAZER (REBILIFNTES) - A%
EES  ERuREHERN TP AL
SEREHTRT  BERREMRMEZA
THER  URAQFMERTZEMND
YRR - TR —ETF N \A=1THE
AR YEZARTFERAN - ESRTTHE
SRS AT AERI R ©

REFRBET BIHER 2 RITEBRER
B LR - AENZEBBIEETREAD
ETT\H%E?‘%?&@ZIO% o MEA+ 1@
CEtEIRABERSEERERREN
Zﬁx@%ﬁlﬁ T SBBARABTEDHE
ﬁHx@Zl% cHE—HETBHMRREZ
E%Hx%ﬁ”ﬁﬂxiftﬂxik@iﬁtﬁ o

EEHBERERFRAF
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For the six months ended 31 March 2007
HE—FT+F=A=1+—HINMEA

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 of 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 any 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 HK$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
Scheme, if earlier.

MARBES  TRARRTERRHR
FZEMBRARTHEEAS LIS
SIFERMATEERLE o WS - fEMER T
“EA BT AATEBRRSAEILIEH
TEEFAREZEMBEA ZBEREBL
RABTHDETRNZ0.1%81E (R
BEROEEEE QAR RBRGOKT ER
H)jR3#5,000,000/8 7T » RIZBEFLARBR
ANE ERGERERLAE -

EEANANBRER L AR 21AR
RTE R F AR 2 BB RE - WA
BAReHIBETZREARE - ERE
2 ITRFMBERRE  YNETEH
JBHR1R 4G DA R AR AR R A 1 B R A
FeiatEEme B CAREE BE) &K&1E -
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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 quotation 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.

Details of the specific category of options are as
follows:

Date of grant Vesting date

Exercise period

BRELTRERESEE TGN
UNT=F282E WV ARARORET
WRERHS (RARSR) EBMZMEAR
BRAVNZETE : (DARFBRHRE
ERTHERER S DERS B EBAR
SHBRERHMI 2 FHEHE  Rii) A
ARBEHEE -

FrEERZ BEREFBEDT

Exercise price

RHEH BEA TS TEE
HK$
BT
23 March 2007 23 March 2007 23 March 2007 to 22 March 2010 0.522

i i

—EELF-A-+=AZE

=A=+=H =B=+=H —E-THE=-F-+_H

EEHBEREERFRAT —
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For the six months ended 31 March 2007
HE—FT+F=A=1+—HINMEA

Details of the share options outstanding during HAMARITEZ EBREFBOT ¢
the period are as follows:

2007 2006
—EZtF ZZTRF

Weighted Weighted

average average

Number of exercise Number of exercise

share price share price

options mELY options mETH

BREHA EE  BEREHRE TR@

HK$ HK$

BT B
Outstanding at the BERITE

beginning of the period — — — —

Granted during the period HARE 88,000,000 0.522 — —

Exercised during the period HRTE — — — —
Outstanding at end of B RITE

the period 88,000,000 0.522 — —
Exercisable at the end of WA TR

the period 88,000,000 0.522 — —

In 2007, options were granted on 23 March TEELFEEREDRN S LF=A

2007. The estimated fair value of the options is ZH=A%EE - BREZ G ATFENA

approximately HK$5,403,000. 5,403,000/ 7T °
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17.

—EELF=HA=1+—HINMEA

The fair value was calculated using the Black-
Scholes pricing model. The inputs into the model
were as follows:

RFETIAEN R - FRALEBERF
o RAZBABENT

2007 2006

—EZ2LHF —ETREF

Spot price REER HK$0.52058 7T —

Exercise price 1B HK$0.5228 7T —
Expected volatility TEEHR IR 47.98%E

Expected life Ta T 5 0.5 yearfF —

Risk free rate ERERITR X 3.66%E —

Expected dividend yield TEE R B X 4.00%E —

Expected volatility was determined by calculating
the historical volatility of the Company’s share
price over the previous 0.5 year. The expected
life used in the model has been adjusted, based
on management’s best estimate, for the effects
of non transferability, exercise restrictions and
behavioral considerations.

POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR THE
SIX MONTHS ENDED 31 MARCH 2007

Up to the date of issue of this unaudited
condensed interim financial report, the HKICPA
has issued a number of amendments, new
standards and interpretations which are not yet
effective for the year ending 30 September 2007.

17.

EEHBEREERFRAT —

TEEORIEBAR DR RELF 2 REZEH X
BEMETE - MERAd - B FHER
EREz&EA MR EEETAEE -
ATTEREIRITARZZ ZE TEHEER

BE-_ZEZ+tHF=ZA=+—HILEARE
BEEMmEMARERZIERT - FHEA
RRETHER 2SS

BERAREEZEATRPBRSTIEA
5 BREMAGCRGZIRER - #
HRRRE  HEREBE-EZTEFNA=
THEFEHRER -

TEPHRE
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The Group is in the process of making an  AREEBIEFEZFER] - LR RFREHE
assessment of what the impact of these  XEFREIRMFTERMTE - 25 2 Em ARNZ
amendments, new standards and new  SF{&&] - BRI KRB AR AR E 2 &
interpretations is expected to be in the period of ~ ZEZA NP KR AEREALE -

initial application. So far it has concluded that

the adoption of them is unlikely to have a

significant impact on the Group’s results of

operations and financial position.

In addition, the following developments may  Ib5h + T 53R AT a2 E B HABA 75 3R S 1E H 373k
result in new or amended disclosures in the — &SR] 2 5 -
interim financial report:

Effective for
accounting periods
beginning on or after

AUTEBRUE

BERBROEHEEN

HKFRS 7 Financial instruments: disclosures 1 January 2007
ERMBRELAETR SRIE: KHE —EE+FE—-HA—H
Amendments to HKAS 1 Presentation of financial statements: 1 January 2007
BB G LR Capital disclosures —ZEE+F—A—H

E15% (B3]) B RENER  EAKE
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EEENWmE DM

Being a major player in fabric processing and yarn
spinning in Southern China with factories in
Fujian, Jiangsu and Liaoning provinces, the
Group constantly seeks ways to expand its
business presence and to further strengthen its
market position.

The Group’s recent efforts in facilities expansion
and improving overall efficiencies are bearing
fruits, as shown in the increase in turnover and
improved margins. As demand for fabric
processing services remains strong on the back
of a robust economy in China, there are signs of
prices firming up over the past few months. The
Group is well-positioned to take advantage of such
a favourable trend and to benefit from the strong
demand.

The Board believes that there is still much room
for the expansion in textile fabric processing
industry as well as the apparel market in China
and overseas. The Group is committed to
research and development for more
environmental friendly fabric printing techniques.
With the objective to enhance shareholders’ value
in mind, we will look for suitable downstream
expansion opportunities in the retail distribution
business.

AEBETMELREE—H2MMTR
MW nE - RRRE  IHMNEBEEORE
B W—BERNSREBRE - KimE
—HEEETIGHAL -

BEE SRR NERN B AMILM - RE
[ 3 B PR 50 AR b N B BB SR T TE PR
EZBNEEMBUR - RERTEZE

BEAEE - TS SR I TARAE 2 & SRR
B MBEBMAVEFRBRERIER

YE  AEBELENEBIE - BIAT

Bt ERNBE - TRBZENTS 2B
e
EEGIEE - PEREIMIEMA TS

MIRETSINEEARZERER - A&EHE
ﬁ?&ﬁﬁﬂ?‘%yfﬁ{%ﬂ%&m o REHR
TRERREEZAER  URSFERT
ENHTHET 2B

ELGBEREEERAE ST LFFHRE
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Financial Review B 7% B B

For the six months ended 31 March 2007, the #HZEZE-_ZT+F=F=+—HIEA
Group’s turnover increased by 15% to HK$321  ANSEE& 2582 715% £=321,000,00078 7T
million (corresponding period in 2006: HK$279  (ZZZ/X&F[RIE : 279,000,00057T) @ E
million) while gross profit grew by 24% to HK$97  F3&HN24% 297,000,000/ 7T (ZZEZ /R4
million (corresponding period in 2006: HK$78 R : 78,000,000 7t) + FE 7= A4 hn
million). Gross profit margin improved by 2% to 2% ZE30% ° B ER /G % FIE L F1EMN10%
30%. Profit attributable to equity shareholders 254,000,000 Tt (Z TN F R -
grew to HK$54 million (corresponding period in 49,000,000/ 7T) °

2006: HK$49 million), representing a year-on-

year increase of 10%.

The increase in turnover for the Period under R EEEHRMNEZEBIE I EBHRE=
review was mainly attributable to the satisfactory ~ TZ/NF+ AFWE 2 MBI T2 A%
performance of the newly acquired fabric =~ TWEBEHENRABR AT ([EBGgE]) X
processing business, Shishi Huarun Knitting and 323248 » LA K RGN 5 2 S5 S 58 N
Dyeing Co. Ltd (“Huarun Knitting”), in October ~ Fi#l - A E RS2 HENRITIRS 7 KA
2006 and also the sales growth in overseas & WHSHEN K ZIEEK -

markets. Continuous production systems

improvement raised the overall efficiency and

resulted in better gross profit margins.

Business Review ¥ E

As a leading fabric processor in Fujian, China, ZAEBEAPEEEERE B2 HHARE
the Group continued business growth through & @ —E&BWES FI 7] B 2 A £ Tk
acquisition of profitable fabric processing plants ~ FE &R NETBFTER @ FEEHEKIER -
and constant expansions. High quality demand ~ AEE ¥ mMmE 2 ZkA R 2 FHE
and new technological developments playinga  $REFFBEIER  EREEE (A -
vital role in profit growth. The Group remain  ERLFIRF - REBMEFEH EIKATERS
committed to research & development and sales 71 MM NS EHERZHETE - LAE
of upstream products, to maximize benefits from  {bH#t 8 KRB LE RS P ERA Tz - I
larger economies of scale and to enhance profit.  #& I IEAIFIHE -
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At present, the Group owns and operates six
plants: Huafeng Knitting Co. Ltd. (“Huafeng
Knitting”), Lingfeng Dyeing and Weaving Co. Ltd.
(“Lingfeng”) and the newly-acquired Huarun
Knitting in Shishi City, Fujian are for the fabric
processing operations. Shenyang Huafeng Dyeing
& Printing Co. Ltd. (“Shenyang Huafeng”)
specializes in fabric processing and printing
(corduroy and muslin). The Group's two major
yarn spinning operations are Fenghua Textile Co.
Ltd. (“Fenghua Textile”) and Huafeng Textile
(Lianyungang) Co. Ltd. (“Lianyungang Huafeng”).

Business Analysis

For the six months ended 31 March 2007,
turnover from fabric processing business
amounted to HK$268 million, representinga 17%
year-on-year increase, and was the significant
contributor to the Group’s turnover. The remaining
16% was contributed by the yarn spinning
business, which amounted to HK$52 million and
5% higher than last year’s.

The Group’s total fabric processing capacity
expanded to 120,000 tonnes while yarn spinning
capacity reached 13,000 tonnes as at the end of
the Period under review. Average utilization rate
was over 80%.

Facilities at Shenyang Huafeng and Lianyungang
Huafeng were leased to a third party for
management which brought to the Group stable
rental income of approximately HK$1,300,000.

BAl - AEBEEAMEERFKEE - HH
BERNEREOMTREMHNTERZ
FUHBERDR ([ERHE]) - ZER
REEARAR (DEE]) R3WiE 2 ER
Bk - BEEURBEARAR (DEGE
L)) EFIREEMEINT R BN (B F
M) EB MEEHBAERIF ([EFE
BORELHB(EZR)ERAR(EE
BELEDRAIRAKBZMEIEHYEE

A .

EBoMm
BE-TTLF=A=t+-BILAEA
PRI T %2 S EEREFREMIT% -
#268,000,000/ 7T  IEAEBAF D 2 &
B BTI6% 2 BEERAFYLS -
RAFIIN5% » 52,000,000/ 7T °

REEHREARE - AEBEME I TERE
#8118 ZE120,0000F - MW EREDE
13,0000 ~ F {5 F E#E80% °

URBRGES EEEELNREEHHE
FTE=HER  IRAEETZRIBE2E
& U A#91,300,000% 7T

ELGBEREEERAE ST LFFHRE
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EEENWmE DM

Geographic Analysis

The Group’s exports sales to the Philippines,
Africa, Australia and North America accounted
for 48% of the Group’s turnover while the balance
of 52% are domestic sales in the Greater China
region.

For the six months ended 31 March 2007, the
Philippines was the largest contributor to the
Group’s total turnover, accounting for HK$121
million and grew by 15% as compared to the
corresponding period last year. Turnover from
Africa, Australia and North America increased by
24% year-on-year to HK$32 million. The Greater
China region reported an increase of 13% in
turnover.

Prospects

Shishi City in Fujian province is well-known as
the manufacturing and distribution hub of textile
and clothing in the Southern China region. The
new Shishi textile centre, which is due to open in
late 2007 will further consolidate its leading
position in China. The Group expects to continue
to focus its business expansion around the Shishi
region for its geographical advantage as the
centre for textile industry.

& 55

AEBHEOTFIERSE - FEM BRI
M2 HERERNEBEXE248% @ Mk
TZ52%RIRE AN EME 2 FAIHEE -

BE_TTLHF=A=+—RIXEAR "

AEBRABD 2 EXBBTIREIER
& + 121,000,000 7 + A G E LN
15% = 2REIEM BN R AESM 2 & 258
B AR F I IN24% 232,000,000 7T + 2R
BAPEWE 2 X BAS13%EE -

RE
%E%EMW%@%%EZ%%%%&%

RAEERDHETL > MBR TR LFF
ERRZFTORmHBTOBE - TEE

FZHMRHEZ BEMA - AEBTARKFF
BEFERBUNEMIME 2 25 - #Mie
BORMERHEEP L ZHMEES -
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EEENWmE DM

The successful acquisitions of Lingfeng and
Huarun Knitting in the past two years have
enabled the Group to expand market share. The
Group will continue to search for suitable
acquisition opportunities both horizontally and in
the downstream retail distribution business in
China.

New production facilities of Huafeng Knitting is
expected to commence in the 4th quarter of
2007, which will add 30 million metres to the
existing capacity to cater to the expected increase
in sales. Production systems upgrading will be
continued at various plants to further enhance
efficiency and improve margins.

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.

The Group announced in December 2006 the
plans to have its shares listed on Korea Exchange
through a Korean Depository Receipt (KDR)
programme and the application for the listing is
being processed by Korea Exchange.
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Management Discussion and Analysis
EEBEENwWE DN

With all these efforts, the Group strives to laya ~ ANEB/REN EZEE - HHEVER
strong foundation for further growth and to @A ZERE - B —FSHSNIEE - UK
become one of the most established integrated AFRBERIBERAZEBEEHBERRZ— -
textile industry players in China.

Liquidity and Financial Resources REIE & KB EER

During the Period under review, the Group  REIEEHM  AEEXFBUAGLEKZIR
principally met its funding requirements by cash & RERRITEERNEESFTE - £&
flows from operations and bank borrowings. The ¥R EEEH RS RAFEI NN E
net cash inflow from operating activities and  36,000,000/% Jt £ 49,000,000 JT °
financing activities were approximately HK$36

million and HK$49 million respectively.

As at 31 March 2007, the Group’s total bank R -ZT+FE=A=+—H AEEZH
borrowings amounted to approximately HK$353  7Tf& B 42%8 %) A353,000,000% 7T + E
million, of which 27% was short term bank  27% &R HETEE  M73%HRIET
borrowings and 73% was long term bank f£& o ko) RITIEEBREF28%ILETE
borrowings. Besides, 28% of the total bank ~ BEiFH8 @ M72%ARFEE X E o &
borrowings was subject to fixed interest rates SEEBZETEEZTEUARERE LY
while 72% was subject to floating interest rates. fH - ERAEER ST +F=_F=+—
The Group’s bank borrowings were primarily B ZR{TEE#A% - HR20% 46T A A
denominated in Renminbi and Hong Kong dollars. R 5IME - M71%#&&BIAETHIE -
For the Group’s total bank borrowings as at 31

March 2007, 29% of the balance was

denominated in Renminbi and 71% of the

balance was denominated in Hong Kong dollars.

Q%

As at 31 March 2007, the Group’s bank TTLEHF=A=+—H AEBEZR
borrowings were secured by (i) certain plant and BENOAEEE THRERKE ()4
machinery of the Group; (i) certain prepaid land ~ £B% :Fi‘Eh‘j:ﬁﬂE%?kIE&@? DN
lease payment and buildings of the Group; (iii) AR REMBARREZ ABER : Kiv)
corporate guarantees given by the Company and ~ E KB A R (EHEA -

its subsidiaries; and (iv) charges over the equity

of its subsidiaries.

=
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Management Discussion and Analysis

BEEFNWE DM

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, increased from
0.48 as at 30 September 2006 to 0.55 as at 31
March 2007. The gearing ratio of 0.55 is
considered to be at a reasonable level.

As at 31 March 2007, the Group had current
assets of approximately HK$512 million and
current liabilities of approximately HK$200
million. The current ratio, which was calculated
on the basis of current assets to the current
liabilities, improved from 2.29 as at 30 September
2006 to 2.56 as at 31 March 2007, owing
primarily to the increased level of long term
financing. The current ratio of 2.56 was at a
healthy level and indicated that the Group’s
liquidity remained sound.

Capital Structure

There was no change in the Group’s capital
structure for the six months ended 31 March
2007, the total number of issued share capital of
the Company as at 31 March 2007 was
880,479,600.

HARNEENBTHEE  HEREBREL
K (RIRTIE BB EY R RESAETE
H-ETNFNA=+HZ048LHZEZ
EELFE=F=+—B2055°- BRAEE
L E 0551 R BB A IRKF o

RIBBLF=ZA=+—H AFKHZR
BEEH/512,000,0008 7T - mEBAEL
/200,000,000 7T © mEILL X (B E
EHRBAEGEAE)H-_TTFAA=T
HZ229RE -_ZTT+F=A=+—H
2256 T2HNEHBEEINMAE - R
P E B2 56BMNMERKT  RTRAEH
MEVE MR IARIBRE

AR
HE-BTLE=A=+—AIL~EA
AREZEARBELREARD - N=F
TLE=A=+—0  ARFZ2ETR
7N 43 25 7880,479,6000% °
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Management Discussion and Analysis
BEEENWR DN

Foreign Exchange Exposure SMNE B B

Most assets, liabilities and transactions of the AEEAPLLEE  BEERSEUAR
Group are denominated in Renminbi (“RMB”), ¥ (TAR]) ZIE - WG INEERIAZET
except overseas sales are denominated in United  ([3£7T)) K& T ([E7Tl) FIME - ERE T
States dollars (“USD”) and Hong Kong dollars  ERZE THME - M A REREEE (1.008E T
(“HKD”). In view of the currency peg between & AR¥0.987T) « INEFBNEARERE 2 K
HKD and USD and relatively stable RMB at I {#EEBAFE -

HKD1.00 equals to RMBO0.98, the fluctuations of

foreign currencies did not have a significant

impact on the performance of the Group.

Capital Expenditures BEXREX

During the Period under review, the total capital R EIEEHIME » AEE 2 EARF T EEN A
expenditure of the Group was approximately ~ 78,000,0005# 7T » E & #957,000,0005% 7T
HK$78 million, of which approximately HK$57  E A fEUnited Glory Development Ltd .~ &
million was used for the balance of purchase price H {E# X (United Glory Development Ltd%
of United Glory Development Ltd which in terms & #k & Shishi Huarun Knitting Factory) -
own 100% of Shishi Huarun Knitting Factory and  11478,000,0007% 7t 8ll F e A A ¥ hn T 52
approximately HK$8 million was used for the & -

expansion of fabric processing production

capacity.

Charges on Assets BEEKH

As at 31 March 2007, the Group’s leasehold land R -ZZE+F=FA=+—H A£B
and building with an aggregate net book value of & 1 #h & 48 = 48 8% [ /5 {8 4920,000,0007%
approximately HK$20 million and plantand T EHBE K # = 2 B KB FE LD
machinery with an aggregate net book value of 100,000,000 7T » ©HAEEZ FR1TE
approximately HK$100 million were pledged to ~ AREEER ZRITEE 2K -

banks to secure banking facilities granted to the

Group.

Contingent Liabilities HREE

As at 31 March 2007, the Group did not have @R-ZEZ+F=A=+—H AEELTE
any significant contingent liabilities (30 A EAKAREBE(ZTEZXFNLA=ZT
September 2006: Nil). H: &) o
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Management Discussion and Analysis

BEEFNWE DM

As at 31 March 2007, the Company had provided
corporate guarantee to the extent of HK$250
million (30 September 2006: HK$27 million) for
banking facilities granted to a subsidiary, which
were utilised to the extent of HK$250 million (30
September 2006: HK$27 million).

Material Acquisition or Disposal
of Subsidiaries and Associated
Companies

The Group has acquired United Glory
Development Ltd which owns 100% of Shishi
Huarun Knitting Factory at a total consideration
of HK$85 million. The transaction was completed
on 1 December 2006.

Employment Information

As at 31 March 2007, the Group had a total of
approximately 2,200 (2006: 2,230) 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. The share option
scheme was adopted on 30 August 2002. As at
31 March 2007, there were totalling 88,000,000
share options were granted to the Company’s
employees and no share option has been exercised.
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Disclosure of Additional Information

B 0 & R BR

Interim Dividend

The Board has resolved to pay interim dividend
of HK2 cents per share for the six months ended
31 March 2007 (2006: HK1 cent). The total
dividend will be approximately HK$17,610,000
(2006: HK$8,805,000). The dividend will be
payable on or around 17 August 2007 to
shareholders whose names appear on the
Register of Members on 27 July 2007.

Closure of Register of Members

The register of members of the Company will be
closed from 23 July 2007 to 27 July 2007 (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 Room 1803, Fook Lee Commercial
Centre, Town Place, 33 Lockhart Road, Wanchai,
Hong Kong no later than 4:00 p.m. on 20 July
2007.

hHIR R

EFQCIRMNBE_TTLE=A=
T—BIENEA z R EESR2EML (=
TTRE LB - MEBEABEENR
17,610,000/%71:(_; T4 : 8,805,000
BT c RESR -ZEZLFNA+EARK
HMéS‘ZH%EAfY TEFEEA- RS
FIRR R A2 IR

EERERDBFER

KRR G THFLAZ
+=BZE=% ;ti‘tﬁl_‘f'tﬁ (BEMW
REEER) BiERBEROHBEERL BN
BDERETTRIE - FTEBE X FER

FERE  VARBR _TTLFLHAC
THTHMNEER  RXEF J$”ATZH§@}5

FELRBEEFELARQR - IR
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D1803%  FAEKD IR HK
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Disclosure of Additional Information

B 0 & R BR

Directors’ Interests and Short
Positions in Shares and
Underlying Shares

As at 31 March 2007, 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 “SFQO")) 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

i

B4 RAEER G 2R
F

?

)

S

EERN
@ R

;/
I

R-BE+FE=A=+—0 KAAFESE
REFS B ZHEARARA R H AR
B (EEREFHFRIEK ([FH RS
ﬂD%MﬁDZ%@&H%%@@%ﬁWF
BENBEEHEXVIETRSD HBAME
ﬁAﬂ&§%%é§%%ﬁ@ Al ([522
FTl) s RSN R B E A RS KOS

3521 BEF & 2 B sk E R Al
LETRREEFETEARARSNIZESFA

recorded in the register required to be maintained  ([fZ2<FAI]) ZBE1E AR &) sl R B 2 &
pursuant to Section 352 of the SFO, or as WA
otherwise notified to the Company or the Stock
Exchange pursuant to the Model Code for
Securities Transaction by Directors of Listed
Companies (the “Model Code”) in the Listing
Rules were as follows:
Long positions HE
Ordinary Shares of HK$0.01 each of the Company 7N 23 G| & IR [ET{H0.018 7T 2 & %
Approximate
percentage
Type of Number of of shareholding
Name of director Capacity interest shares held in the Company
REQFZ
2B W BHEME HERBHUE BABEREAL
Mr. Cai Zhenrong Beneficial owner Personal 427,140,000 48.51%
BREEE ERBEA \A

LHBEREEERAT —TELFRHRE
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Disclosure of Additional Information

B 0 & R BR

Save as disclosed above, as at 31 March 2007, B EXFT#EN RZZZLF=A=+
none of the directors of the Company or their —H » KARARIEERHEESTE 2HE AR
respective associates had any interest or short  ERARRQ A E T HESEE (EERES
positions in the shares, underlying shares or  MHEFEEHIEXVER) Z B ~ HEER D E
debentures of the Company or any of its EEREEKIEESREASIEHEXVERSE
associated corporations (within the meaning of 7 &%8% EfBAE AR B MEEZ AT + sRCE%
Part XV of the SFO) which are required to be ~ RAKIEZEF K EEHIE3I5216BFE 2
notified to the Company and the Stock Exchange — Z&flt & sikiE E AR BZEFRIZEA S
pursuant to Divisions 7 and 8 of Part XV of the ~ ARA G SkB T2 AR ©

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.

Substantial Shareholders’ FTEREMRRG R EHER G
Interests and Short Positions ZHEBRRRE

in Shares and Underlying

Shares

As at 31 March 2007, to the best knowledge of R-ZEZ+FE=F=+—H  BAL

the directors of the Company, the following person  FEFTRH © LA AL (KA T%%ﬁ%?\\) EA
(other than a director of the Company) who had ~ ARNQRIRE () RIS EE BREE %&
interests or short positions in the shares and ~ HEAEEHEXVELE2 K30 SIE AR R
underlying shares of the Company which would & : iR s8R AR QAR IES D%&Hﬁfﬂm
fall to be disclosed to the Company under the  fIZE336{4E EFE 2 Bt 2 #E 2 F0X
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:
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Long positions

Ordinary Shares of HK$0.01 each of the Company

HE
AR A HFRENEO.OLE T BBK

Approximate

percentage

Number of of shareholding

Name of shareholder Capacity shares held in the Company

REARZ

R A b BEROEE BAFKRAES L

Ms. Su Liyuan Interest of spouse 427,140,000 48.51%
HEELT BB m
(Note)
(B &)

Note: These 427,140,000 shares are held and
beneficially owned by Mr. Cai Zhenrong, an
executive director of the Company and the
spouse of Ms. Su Liyuan. Under the SFO, Ms.
Su Liyuan is deemed to be interested in these
427,140,000 shares.

Save as disclosed above, as at 31 March 2007,
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.

MEEE : 1£55427,140,0000% B {5 B AR 2 RIEATT
EERFERLIRBERAELERA
REGEA - RIEBEEFRHMEED - &
BEELLHIR R %A 1L 5427,140,000
BB An 2 s o

B EXPRHES  R-BREF A=

—H ARFEEEEaFN[EERK
0 RO 2 s KRB MINZ AL
BB AR A B 2 D SRAR RE A0 Fh 7 4K
BESMEGRPIEXVEIE2R3D 2 K
NAMERRB RN - RAEHNIKIE
EHMPEEIEIBCIKARARFFE
ZELMZEEIAR -

ELGBEREEERAE ST LFFHRE
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B 0 & R BR

Director’s Rights to Acquire EEREROIEREZRE

Shares or Debentures b

Save as disclosed under the headings “Directors’  Br [ZE R MK KRR 2 s oA R
interests and short positions in shares and AN [EERERME16] FriEHEIN - HIRIA
underlying shares ” and “Note 16 to the Financial A7) « EHE A Alsk X RMEHEAE (T&
Statement”, at no time during the Period was the B &% K& B &S &M EXVER) B AT 7 (A%
Company, its subsidiaries or any of its associated ~ #F * LAEA QAR EEHKEHEA (FER L
corporations (within the meaning of Part XV of W A) A& BUEE AR A Bl sk (E (] EAhA A
the SFO) a party to any arrangements to enable & 88 > f& {7 ok & 1 35 M BRI %5 -

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.

Purchase, Sale or Redemption of fEE - HEREE A QT L
Listed Securities of the Company T & %

Neither the Company nor any of its subsidiaries ~ R EIfER - Q7] s E AR B 2 a8 &
purchased, sold or redeemed any of the R - HEKBELAQAEMA LEHHES -
Company'’s listed securities during the Period.

Model Code for Securities EEETEERZZEEST
Transactions by Directors Ay

The Company has adopted the Code of Conduct — ZN2 &) 2 7 HA R R BR 48 L i1 A8 BI BT &% 1 B
regarding securities transactions by directors as  HEBEFETEER S 2TATH - M
set out in Appendix 10 of the Listing Rules during  FTEZEFHEEBTHIREZ R HER -
the Period and all directors have complied with

required standard of dealings set out therein.
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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 2007 except for the following
deviations:

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 Zhenrong, 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.

EER

EEZRR ARARBE_ZTZTLF=A
=t—RALERNEAME-EETLEHRA
fisk+# 5 2 EERFER TR (TR
Eiasrhll) - AT EBPIIREE

$£A.2. 118
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Disclosure of Additional Information

B 0 & R BR

Code A.4.1 $£A.4. 118

Under the code provision A.4.1 of the CG Code, 1RIBDEEIATRIEA 4 L2 SFRNME
non-executive directors should be appointed for ~ JEMITEEEEIEEFH WA TSRS
a specific term, subject to re-election. The current  F > R A GIRE 2 B IEITE SRR ET
independent non-executive directors of the %74 - Lawrence Gonzaga%t 4 K & JKE %
Company, namely Ms. Choy So Yuk, Mr. Lawrence A EZ S ETE @ HEAREBEARRZ
Gonzaga and Mr. Wong Siu Hong are not #HBERMEIRARBBRRBFRNS L
appointed for specific terms, but are subject to  E&E M ERET o

retirement by rotation and re-election at the

annual general meeting of the Company in

accordance with the Company’s articles of

association.

Audit Committee EREEY

The Company has established an Audit ZARQARECEEATHZREREEX
Committee in accordance with the requirements ZE2& - EIE A¥AKES 2B EHRER
of the CG Code for the purposes of reviewingand & & A ES IR 1 TR W IRILEE - 2 &
providing supervision over the Group’s financial ZZEBE@HARR =ZRBIIENTESRE
reporting process and internal controls. The Audit A o ZNAP BR 3 48 R AC AR Rl LA =i -
Committee comprises three independent non- {EEMRTEZZ S8R NIEB - BFA -
executive directors of the Company. This interim  B&ZEESC 8T A EHEE -

results have been 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 REEES

Cai Yangbo HITEE

Executive Director BBR

Hong Kong, 25 June 2007 aH ZETEF A+ AHA
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