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NCE-E
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Corporate Profile
RAEEN

International Taifeng Holdings Limited (“Taifeng” or the “Company”,
and together with its subsidiaries, the “Group”) is based in Shandong
Province and has grown from being a cotton yarns manufacturer
into one of the leading manufacturers and distributors of quality
bedding products and cotton yarns products in the PRC today. Its
“Taifeng” brand is recognized as a "China Well-known Trademark”
by the Trademark Bureau of the PRC Administration of Industry and
Commerce.

According to Euromonitor International Ltd (“Euromonitor”), the Group
is the eighth largest bedding products manufacturer in the PRC, with
an annual production capacity of over 2 million sets. Its products
extend to over 1,200 varieties of quality bedding products including
bed covers, flat sheets, pillows, pillow cases, bed sheets, quilts and
quilt covers. Besides mainly selling under its “Taifeng” brand name for
the middle-end market, being the segment with highest value within
the PRC bedding products market, it also sells bedding products
under the authorized German brand “IBENA” for the high-end market.
Meanwhile, the Group also manufactures OEM bedding products for
the overseas market.

The extensive distribution network of the Group covers 22 provinces
and municipalities in the PRC. As of 31 December 2010, it comprises
81 distributors and 250 retail stores and counters either operated
directly by the Group or by distributors, and some of stores and
counters are located within well-known department stores such as
Walmart, Parkson and INZONE Department Store.

According to Euromonitor, the Group is also the fourth largest fine-
count and high-count cotton yarns manufacturer in the PRC, with
an annual production capacity of more than 30,000 tonnes, and
supplying over 140 varieties of quality cotton yarns products.

The Group has very strong research and development capabilities
as well as production expertise given its wide product range and
awards won. As a testament to its high standards, the Group has won
numerous awards and accolades including:

e The “Exemption Certificate for Product Quality Inspection” for
“Taifeng” branded bedding products;

e The “Shandong Famous Brand Product” for its bedding and
cotton yarns products;

e The “China Famous Brand Product” for its combed yarn.
The successful listing of the Group on the Main Board of the Hong
Kong Stock Exchange on 11 June 2010 is an important milestone in

its continuing development and growth, which has further enhanced
the reputation of the “Taifeng” brand name.
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Financial Highlights and Summary
MBRERBE

6

Successfully listed on the main board of the Hong Kong
Stock Exchange on 11 June 2010

Revenue increased by 36.3% to RMB1,846.2 million for the year
ended 31 December 2010 from RMB1,354.1 million for the year
ended 31 December 2009

Gross profit margin increased by 5.3 percentage points to
34.6% for the year ended 31 December 2010 from 29.3% for the
year ended 31 December 2009

Net profit margin increased by 4.3 percentage points to 22.6%
for the year ended 31 December 2010 from 18.3% for the year
ended 31 December 2009

Profit attributable to owners of the Company increased by
67.9% to RMB416.8 million from RMB248.3 million for the year
ended 31 December 2009

Basic earnings per share jumped by 41.4% to RMBO0.468 for
the year ended 31 December 2010 from RMBO0.331 for the year
ended 31 December 2009

An interim dividend of RMBO0.054 per share was paid on 21
September 2010. The Board has recommended a final dividend
of RMBO0.113 per share for the year ended 31 December 2010
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Financial Highlights and Summary
MBRERBE

RESULTS B4

For the year ended 31 December
BE+t-A=1+—-HLEFE
2010 2009 2008 2007
—E-ZEF —TTAFE —“TTN\F —TTtHF
RMB’000 RMB000 RMB’000 RMB000
ARETFRT AREFT AREFTT AREFT

Revenue Wz 1,846,177 1,354,068 1,057,524 934,298
Gross profit 5 639,581 396,331 186,968 164,975
Earnings before interest and tax (‘EBIT”) BB FLE R E A 516,186 319,981 153,980 143,050
Profit attributable to owners of VAN/NEIE Y =N

the Company JRE 1 4 7 416,790 248,288 106,934 123,813
Earnings per share — Basic FREF-EXR

(RMB) (AR¥T) 0.468 0.331 0.143 0.165
ASSETS AND LIABILITIES EERERE

Year ended 31 December
BZ+-B=1+—-HLEE
2010 2009 2008 2007
—E-ZF —ZTTNFE —ZTTN\FE —TTLF
RMB’000 RMB’000 RMB 000 RMB000
AREFT AR¥FT AR¥FT AR¥FT

Total assets BEHEE 2,089,977 1,169,922 1,015,468 850,441
Total debts BB 201,298 162,806 304,848 300,984
Total liabilities BERHE 682,194 483,721 516,305 484,745
Equity attributable to : JEfh i o

Owners of the Company RRATHEEA 1,407,783 686,201 499,163 365,696
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Financial Highlights and Summary
MBEREREE

FINANCIAL RATIOS

B b &

Year ended 31 December

BE+-HA=1t—-HLEE

2010 2009 2008 2007

—E-BF —TENF —EENEFE —ZTLHF

Gross profit margin — overall BV 34.6% 29.3% 17.7% 17.7%
Gross profit margin — cotton yarns EFE-IRY 18.5% 12.3% 13.8% 20.3%
Gross profit margin — bedding products EFE—RM 53.2% 49.6% 29.0% 3.9%
EBIT margin PR - I 2 ATFI 2 28.0% 23.6% 14.6% 15.3%
Net profit margin JFR % 22.6% 18.3% 10.1% 13.3%
ROE (7 X EmkEl 29.6% 36.2% 21.4% 33.9%
ROA @ BELRE 19.9% 21.2% 10.5% 14.6%

1)

@

ROE is calculated based on profit after tax divided by total equity

ROA is calculated based on profit after tax divided by total assets

1)

@

AR 1 i[5 7 F AR A5 B B 1R 35 T LA RE #E it B
BEDHFREGH R 5 I AR EEAE

For the year ended 31 December

BE+t-A=t+-HLHEE

2010 2009 2008 2007

—E-BF —ZTTAFE —ZTT)N\FE —ZTTtHF

Trade receivables turnover (days) [EWERFURER (/)" 54 40 31 21
Trade payables turnover (days) @ ERERZEER (B)? 35 31 42 45
Inventory turnover (days) @ FERAEAa (7)e 35 47 81 88
Current ratio (times) TELLE (%) 2.4 1.4 1.3 15
Gearing ratio “ EXEERY 9.6% 13.9% 30.0% 35.4%
Debt-to-equity @ BEYHER O 14.3% 23.7% 61.1% 82.3%

(1)

@

3

4

()

Trade receivables turnover is calculated based on the average of the
beginning and ending balance of trade receivables for a given period,
divided by revenue during the given period and multiplied by 365 days.

Trade payables turnover is calculated based on the average of the
beginning and ending balance of trade payables for a given period
divided by cost of sales during the given period and multiplied by 365
aays.

Inventory turnover is calculated based on the average of the beginning
and ending balance of inventory, net of impairment, for a given period,
divided by cost of sales during the given period and multiplied by 365
aays.

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

Calculated as the total debts for the period, divided by the equity for the
period and multiplied by 100%. Debts are defined to include current and
non-current borrowings.

1)

@

&l

4

®)

FEYTE 1 15315 IR B0 R A TR 2 S
FE #4102 T A (B 15T BRI PO 25 T4 365
B
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BR 4 er 2 FHERIETHIRAZ 35 &R K B
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Financial Highlights and Summary
MBRERBE

Revenue contribution
W22 B Bk
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RRFEEARMLRR
(RMB million) (AR# BEIT)
500

400

300

200

100

2007 2008 2009 2010

EBIT margin and Net profit margin
BRBE - RIRATRIR K FRIR

30% 28.0%

25%

20%

15%

1;.‘%"
10%

10.1%

5%

0%
2007 2008 2009 2010

—@— EBIT margin K% ~ F 5 B1HI=
—— Net profit margin ;7| =






Chairman’s Statement

ETEHE

To all shareholders:

| am pleased to present the annual results of International Taifeng
Holdings Limited (“Taifeng” or the “Company”) and its subsidiaries
(collectively the “Group”) for 2010.

The PRC governments’ policy to stimulate domestic consumption
and economy has revived the domestic consumer market. With the
continuing rise in income and living standards of PRC residents, and
with robust development of the property, hotel and tourism industries,
demand for quality home textile products has increased. To capitalize
on such growth opportunities, Taifeng focused on developing quality
branded bedding products and proactively expanded its sales network
throughout the PRC and carried out various promotional activities,
while it continued to develop and sell high valued-added cotton yarns
products, which drove the total revenues up 36.3% to RMB1,846.2
million, whereas profit attributable to owners of the Company
increased by 67.9% to RMB416.8 million. To reward the shareholders
for their support for Taifeng, the Board of Directors recommended the
payment of a final dividend of RMB0.113 per share.

As the eighth largest bedding products manufacturer and the fourth
largest fine-count and high-count yarn manufacturer in the PRC,
Taifeng was successfully listed on the Main Board of the Hong Kong
Stock Exchange on 11 June 2010 receiving net proceeds of more
than HKD400 million and it was an important milestone for the Group
in gaining international exposure. Through the successful listing, the
Group has accessed an additional source of funds to sustain its future
development and has promoted an international awareness of the
Group and its brand, thereby laying a solid cornerstone for its long
term business growth. Taifeng resolutely believes in the importance
of the products innovation and quality, therefore, during the year, the
Group strengthened the research and development (‘R & D”) of its
products and launched a number of high quality blended products
with different features to meet market needs. The Group’s strong
R&D capability and production technology are demonstrated by the
numerous awards received by it. During the year, Taifeng was awarded
“National Torch Plan Hi-tech Enterprise” by Ministry of Science and
Technology, and “Adopt International Standard Product Marking
Certificate” by Standardization Administration of China and the Quality
& Technical Supervision Bureau of Shandong Province. With our
strengths, good brand image and excellent enterprise reputation, we
were awarded “100 Best Non-state Owned Enterprises in Shandong
Province” and “10 Best Non-state Owned Enterprises Brand in
Shandong (Industry)”.
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Chairman’s Statement

EEHE

Riding on the huge development potential for middle to high-end
bedding products in China, and especially with quality branded
bedding products being more trusted and recognized by consumers,
the Group strategically focused on building its branded bedding
products business. This has resulted in a significant increase in
revenue for branded bedding products during the year by 43.5%
to RMB746.8 million. The Group focused on expanding the retail
and distribution network in many regions such as Shanghai, Beijing,
Shandong and the Northeast and gradually extended its network
into the Northwest, Southwest and the Central regions. As of 31
December 2010, Taifeng had a total of 250 stores and counters all
over the country, which were more than 1.5 times the number of sales
points last year and the significant increase further promoted the
reputation and sales of the Group. To better present Taifeng’s unique
products style and brand image to customers, the Group invited Ms.
Kelly Chen to act as its brand spokesperson coordinating its products
promotion activities. With Ms. Chen'’s elegant and fashionable image,
Taifeng’s brand standing has been enhanced. In addition, the Group
ran TV advertisements on CCTV, Shandong TV and placed print
advertisements with major newspapers and magazines and placed
outdoor advertisements on the bus and expressways. The Group also
carried out promotional activities on the Internet and in the stores in
order to improve customer coverage and its brand reputation so as to
increase the revenue of the Group.

Going forward, riding on the rapid development of economy, the
increasing affluence and rising living standards in China, there will be
more demand for quality home textile products. In order to maintain
our leading position, the Group will continue to optimize the products
structure, expand the branded bedding products business and further
consolidate and expand sales network around the country. Ms. Kelly
Chen will continue to serve as our spokesperson and we will increase
our promotional activities. The Group will focus on the R & D of quality
products in order to diversify our product features and types, expand
our customer base and enhance our product value. Also, the Group
will continue to develop higher quality and value-added cotton yarns
products to contribute to the steady increase of revenue and provide
strong support for the development of the bedding business.

Last but not least, the Group attributes its impressive results during
the year to the outstanding performance of all of its employees as
well as the support and patronage of customers for Taifeng brand and
products. | would like to take this opportunity to sincerely thank all the
employees, shareholders, distributors, customers and suppliers for
their effort and loyalty.

Chairman
Liu Qingping

7 March 2011
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Management Discussion and Analysis
EEENRR DM

The Group is pleased to report the first set of audited annual
results for the twelve months ended 31 December 2010 following
its successful listing on the Stock Exchange on 11 June 2010. The
Group’s listing marks a major milestone in its corporate history and
has enhanced the reputation of the “Taifeng” brand, strengthened its
capital base and contributed to upholding its corporate governance
practices.

MARKET REVIEW

The PRC government’s policies to promote domestic consumption
as well as accelerate urbanization in the mainland have resulted in
strong growth in China’s economy. Domestic demand was strong,
and various economic indicators increased steadily. According to the
National Bureau of Statistics, in 2010, China’s GDP surged by 10.3%
and an increase of 11.3% was recorded for urban residents’ per
capita disposable income, while total retail sales grew at a relatively
high growth rate of 18.4%, reflecting the increase in domestic living
standards, thus benefiting many domestic industries including the
textile industry.

Also, following from the surge of spending on wedding and festivals,
increasing demand for children’s products, improvement of housing
conditions, and robust development of hotel and tourism industries,
there is increased demand for quality bedding products as well as
higher thread-count yarns used for the manufacture of quality cotton
textile and consumer based products. According to a report issued by
Euromonitor, the retail market of China bedding products has grown
at a CAGR of 20.2% from 2004 to 2009. The retail market size of
China bedding products in 2010 is estimated to be approximately
RMB126.7 billion, in which nearly 70% is contributed by the middle to
high-end segments of bedding products. Therefore, the Group took
this opportunity and committed to expanding the business of quality
bedding products, and thus profitability of bedding products increased
significantly during the year.

In addition, world cotton prices attained record highs in recent history
during the year due to lower than expected production worldwide and
increased demand. Surging cotton prices brought about opportunities
for the textile industry. Stimulated by surging cotton prices and the
increasing demand for textile products, the Group was able to pass
on the prices in a timely manner to our customers by increasing the
selling prices of fine-count and high-count yarns used for production
of middle to high-end textile products, thereby improving significantly
the profit margin of these products, and greatly increasing the
profitability of the Group’s cotton yarns products.
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However, high inflation in the PRC also brought about increases in
various production costs. During the year under review, there were
increases in prices for raw cotton and fabrics, being the main raw
materials for the Group, and other necessary costs such as energy
and labour. To manage such changes, apart from passing on the price
increases, the Group also implemented its raw materials procurement
strategies, and devoted resources to production management and
internal control as well as conserve energy in order to maximize
production returns.

BUSINESS REVIEW

Outstanding results driven mainly by the Group’s focus on
expanding sales network and the development of high value-
added products

With the continuing rise in income and living standards of PRC
residents, and with robust development of the property, hotel and
tourism industries, demand for quality bedding products has risen.
To capitalize on such growth opportunities and expanding demand,
during the year, the Group focused on developing quality bedding
products and expanding its sales network in different provinces in
the PRC, which drove revenue for branded bedding products to rise
43.5% to approximately RMB746.8 million. Demand for cotton yarns
has also been growing with the recovery in the domestic cotton
textile industry, especially with the rise in demand for quality cotton
textile products. Riding on its strengths in producing higher thread-
count yarns and other quality cotton yarns with high value-added
characteristics, the Group was able to sell these products with higher
selling prices, which brought about a jump in both revenue and gross
profit margin of its cotton yarns.

Focus on branding to enhance its market position and increase
sales

Riding on the huge development potential for middle to high-end
bedding products, and especially with quality branded bedding
products being more trusted and recognized by consumers, the
Group focused on the development of its branded bedding products
business. This has resulted in a significant increase in revenue for
branded bedding products during the year. The Group mainly adopted
the “Taifeng” brand name, which was awarded the “China Well-known
Trademark”, and the authorized German “IBENA” brand name, to
target the higher profit margin middle to high-end customer market
segment.
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Extension of sales network helps to expand the Group’s share
of the bedding products markets

As part of its bedding products sales strategy, the Group continued
to expand its retail and distribution network in many regions such
as Shanghai, Beijing, Shandong and the Northeast and gradually
extended its sales network into the Northwest, Southwest and the
Central regions. A total of 36 new bedding products distributors were
added, and these distributors opened up a total of 38 stores and
counters selling “Taifeng” bedding products. Meanwhile, the Group
has added 114 directly-operated stores and counters, selling “Taifeng”
and “IBENA” branded bedding products. As of 31 December 2010,
the Group had a total of 250 stores and counters all over the country,
which is more than 1.5 times the number of sales points last year and
the significant increase not only gives consumers greater access to

RMEBRAFEEASL UPARKR TS

RELERmEFOERER  AEEBERE G-
R IR RUEEZERIERSE D HAK
Wi 2B el FAm M I E - RERH*

FriG36E K an 0 $H P ﬁﬂLJﬁt“fﬁFﬂTm/\%ﬁEﬁ
HTHBEEEREE EEAEEMN [FLE]IK
e RF AEBNMHIE T14EEEEBEERE
B &S5 [FLIMIBENAINKRKR HE_T—
TFEF+ZA=+—HIE AEEREZENEEE
REEHE HB250M  REAFRABIBIEE T
BREEEECERASEBIAEENRR B8
PRAAEBERENANREREERE SEEE
BEERERAR ([RE]D) NS IERERSHET

the Group’s bedding products, but also promotes the reputation of MTRERNAREE FERE—THEASER
the “Taifeng” brand and sales. The cooperation between the Group HEEEN AR ENESR-
and Combest Holdings Limited (“Combest”) is developing steadily.
To tighten our cooperation, during the year, the Group has become a
shareholder of Combest, to further develop the sales channel of the
Group and jointly develop new products.
As of As of
31 December 31 December
2010 2009 Increase
—g-%F  -TTAN
+t=A=t-8 +-A=t-~ 21
Directly-operated retail stores and BEEZEEREE
counters 196 82 114
Distributors (retail stores and counters DB (DHEHBLED
operated by distributors) EEERER) 81 (54) 45 (16) 36 (38)

Utilizing diversified marketing activities to enhance its brand
reputation

Given the competitive domestic bedding products market in the PRC,
in addition to manufacturing products of good quality, the importance
of effective sales and marketing strategies cannot be understated.
During the year, the Group carried out various promotional activities
and the total promotion expenses used for enhancing brand image
and reputation amounted to RMB30.5 million, accounting for 3.6% of
the total turnover of bedding business. During the year, some of our
promotional activities are highlighted as follows:
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Products spokesperson

The Group invited Ms. Kelly Chen to act as its brand spokesperson
coordinating its product promotion and she was featured in our TV
and print advertisements. With Ms. Chen’s elegant and fashionable
image, “Taifeng” brand’s standing bedding products has been
enhanced, and it also helped to deliver its unique products style and
brand image to its customers.

Advertising promotion

The Group ran TV advertisements on CCTV, Shandong TV and
placed print advertisement with major newspapers and magazines
and placed outdoor advertisements on the bus and expressways. In
addition, the Group also carried out internet and in-store promotional
activities as well as show sponsorship in order to improve customer
coverage and its brand reputation so as to increase the revenue of the
Group.

Sales fairs

The Group successfully held two sales fairs in August and December
2010 to exhibit its latest winter and summer bedding products styles
to its existing and potential distributors and customers. Characterized
by designs for different seasons and applying the philosophy of
“nature, fashion, environment-friendly, technology”, the two fairs
successfully promoted the current pop themes and exhibited the
unique design style of “Taifeng”. Meanwhile, many promotional
activities were launched during the fairs, which were well-received by
agents, partners and mall managers around the country.

Trade fairs

The Group also participated in local and international trade fairs,
such as “The 92nd China Knitted Cotton Products Trading Fair and
the 22nd China Silk Trading Fair” and the “2010 Shandong-Hong
Kong International Fair for Investment and Trade — International Fair
for Exhibition and Trade of Famous Brands”. Not only did the Group
display its latest bedding products, the Group also participated in
valuable industry exchanges with its industry peers and established
contacts with potential customers.
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Sales promotion activities

The Group also launched sales promotion activities on a regular basis
to promote sales. In addition to increasing sales, these activities
also allow the customers to experience first-hand its products
quality and to enhance the brand image and promote customers’
repeated purchases. For example, a promotion activity launched in
the prosperous commercial area in Jinan City on December 2010
successfully attracted a large number of customers and achieved
significant sales volume. This demonstrates that the “Taifeng” brand
image and product quality have been acknowledged and trusted by
the customers.

Flagship stores

One of our distributors had strategically launched a big flagship store
in the High-tech Development Zone in Jinan City, Shandong Province,
a prosperous commercial area with convenient transportation and
strong commercial environment. With a full range of products, the
flagship store focused on the store decoration, products display,
products delivery and after-sales service, which promoted the high-
end image of “Taifeng” brand to the customers and also set an
example for other distributors.

Our success is a result of our dedication to product
development and technology

With consumers becoming more conscious of the texture, comfort,
style and functionality of bedding products, the Group has intensified
its products development so as to introduce products with more
varieties and higher quality to meet market and seasonal changes.
During the year, the Group focused on developing the high-end
blending home textiles featuring with diversified functions, technology,
environment-friendly and fashion. These products were made by the
mix of hi-tech functional fiber and high quality cotton and incorporated
features such as healthcare, warmth retention, antibiosis, mould
proof, deodorization, radiation protection and far-infrared radiation
protection. For example the Photocatalytic fiber/Supermicro tencel
jacquard series of textile products and the Anti-bacterial fiber/Pima
cotton/Supermicro tencel jacquard series of textile products all serve
as examples of such new advanced products. At the same time, the
Group also developed numerous varieties of slub yarn products, which
are widely applied in various types of fabrics to produce different
kinds of quality fabrics. The spirit of being innovative in products
development is crucial for the Group to maintain its competitive
advantages and these high value-added products also contributed
significantly to the profits of the Group.
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During the year, the Group was awarded “The National Torch Plans
Hi-Tech Enterprise” by the Ministry of Science and Technology, which
was in recognition of the Group’s strength, technology ability and
innovation ability.

Meanwhile, the Group also received the “Adopt International
Standard Product Marking Certificate” awarded by Standardization
Administration of China and the Quality & Technical Supervision
Bureau of Shandong Province, which illustrates that our product

AREERFARNEBE R BRE S [BRX
ErtEmHRMbX] RHEECEES &I
BE T A K B FT /K RO RRAT

R ARETRERTHEBEKGEE(LEERE
T URERERMEERBABEN KA
BEREEMFREEE | RPEMGE ZDIBRK
2 AIRRESASEEREENLENEE &

quality has attained the international standards. Thus is beneficial in

KR

improving our products reputation and social recognition and also

helps to expand our sales network.

The Group has continuously been winning several research awards
for new products, which shows the recognition of the design and
quality of our products, further cementing the leading position of our

products.

Products

EmER

Awards

RIE

Awarding Authority
HRHE

AEBBERZJHNEMRENFER G- Y
AEBRBRTERENEE  TE—FIREE

KEEMBITEANG

Photocatalytic fiber/Supermicro tencel jacquard
series of textile products
K@ BERGARNRIEERRIIRGER

Anti-bacterial fiber/Pima cotton/Supermicro tencel
jacquard series of textile products

MBS KSR/ MERG KRR
ZRIRAEM

Cashmere-like fiber/Supermicro tencel
jacquard series of textile products

DFBEE/ MERGRRIEARNZINRPER

Bamboo carbon fiber/Pima cotton/Supermicro
tencel jacquard series of textile products

i,/ KSR/ MERGRIBEER R ER

“TAIFENG” Brand Combed Yarn
(JB0s, J50s, J8OS)

[RL ] BRBRY&
(JB0s * J50s * J80s )

Laiwu City Science and Technology
Progress Award - First Prize
REMRRES S8

Progress Award - Third Prize
R S =5

Technical Market Jin Qiao Award
- Second prize

Riimis e R _ER%

Technical Market Jin Qiao Award
- Second prize

BifimiseRg 58

Technical Market Jin Qiao Award
- Second prize

Btz eRR_%%
Technical Market Jin Qiao Award
- Second prize

Riims R _F%

“Zhang Qian Cup” 2010 China International

Household Textiles Design Competition-

Award of Excellence
[ ZEHF ] 20104 A B BIFR R A 45 4 o
BRI ABRERS

Colour-weaving Yarn Excellence Award

EERYESE

Laiwu Municipal Government
HEETD BUR

China National Textile and Apparel
Council

PESBIEGE

Shandong Science and
Technology Department

WRE R

Shandong Science and
Technology Department
IR AR

Shandong Science and
Technology Department
IR AR

Shandong Science and
Technology Department
IR ERHRE

China Home Textile Association

China National Textile and Apparel
Council
HESESTIEGE
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FINANCIAL REVIEW

Revenue

Revenue increased by 36.3% to RMB1,846.2 million for the year
ended 31 December 2010 from RMB1,354.1 million for the year
ended 31 December 2009 as a result of the following:

20

Revenue in the cotton yarns segment increased by 33.9% to
RMB986.9 million for the year ended 31 December 2010 from
RMB736.9 million for the year ended 31 December 2009.
The increase was driven by a 37.3% increase in the average
realized selling price of cotton yarns, reflecting primarily
increases in the market prices of fine-count and high-count
cotton yarns as a result of a strong growth in the PRC cotton
yarns industry for the year ended 31 December 2010.

Revenue in the bedding products segment increased
significantly by 39.2% to RMB859.3 million for the year ended
31 December 2010 from RMB617.2 million for the year ended
31 December 2009. Revenue in the sales of branded bedding
products recorded a strong growth of 43.5% to RMB746.8
million for the year ended 31 December 2010 from RMB520.5
million for the year ended 31 December 2009. The increase
reflected the strong market demand of the Group’s branded
bedding products.
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The following table sets forth a breakdown of the revenue by

products:

TNRHINIRERE D 2 Wk AT -

For the year ended 31 December

BEt-A=1+-BLEE

2009
—E-Ef “TTNE
Revenue Revenue
g Yz
(RMB’000) (% to total) (RMB'000) (% to total)
(A% (1548 Yo

AR%TT BAkl) AREFT i),
Cotton yarns
174
Product category ERER Yarn Count S8
Coarse-count yarmns a4 18 or below 185 A T 34,743 1.9 22,433 1.7
Medium-count yamns 5T 19 up to 28 19%28 70,184 3.8 44743 3.3
Fine-count yarns K& 29 up to 60 29%60 470,483 25.5 330,878 24.4
High-count yarns BXY 61 or above 6184 L 411,509 22.3 338,884 25.0
Sub-total NG 986,919 53.5 736,938 54.4
Bedding products IR i
OEM g 112,461 6.1 96,614 7.2
Branded products MEER 746,797 40.4 520,516 38.4
Sub-total NG 859,258 46.5 617,130 456
Total st 1,846,177 100.0 1,354,068 100.0

Annual Report 2010 4 21



Management Discussion and Analysis

BEEENWR DM

The average realized selling price and gross profit margin of cotton

yarns is set out below:

W FHBEREEREMEHINMT

For the year ended 31 December

BE+t-A=t+-BLEE

2010 2009

“2-%F “EENF
Average Average
Gross profit realised Gross profit realised
margin  selling price margin selling price
T4 1
EFE ERER EFE EREE
(RMB per (RMB per
(%) tonne) (%) fonne)
(58~ (&85,
(%) AR¥T) (%) AEET)

Product category EmER Yarn count T

Coarse-count yarns A 18 or below 188k A T 12.2 15,375 5.4 11,538
Medium-count yarns R4 19 up o 28 19%28 13.9 23,858 9.8 16,276
Fine-count yarns axy 29 up 1o 60 29%60 16.1 26,453 9.7 19,036
High-count yarns By 61 or above 618k A L 225 45,569 155 31,536
Segment weighted average 7 &P AN#EF 1 18,5 30,825 12.3 22,453

The average realized selling price and gross profit margin of bedding

products is set out below:

RERMFAEREEBRENKIHINMT

For the year ended 31 December

BEt-A=t+-BLEE

2010 2009

—E2-%% —ETNE
Average Average
Gross profit realised Gross profit realised
margin selling price margin selling price
¥4 T4
ER=E EREE ERx EHER
(RMB per piece/ (RMB per piece/
(%) set) (%) set)
(&#~ =3l
(%) EARKT) (%) EARET)
OEM bedding products B MR 13.5 78 9.2 97
Branded bedding products B IR & 59.2 402 57.1 363
Segment weighted average 2 MEF 53.2 261 49.6 254
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Cost of sales, gross profit and gross profit margin

The following table sets forth a breakdown of the cost of sales:

HERS BERREFNE

TREIHERARA

For the year ended 31 December

BEt-A=1t-BLEE

2010 2009
—E-EF TN

(RMB’000) % to total (RMB'000) % to total
1AE Tt
(AE¥EFT) BAk (AREFT) B

Raw materials: IR
raw cotton JR1% 561,532 46.5 436,238 455
fabrics it 379,998 315 286,241 29.9
Sub-total NEF 941,530 78.0 722,479 75.4
Fuel and utilities PR 2 PR AR 75 98,821 8.2 84,766 8.9
Direct labour BEEST 76,397 6.3 62,505 6.5
Other production overheads EMEERY 89,848 7.5 87,987 9.2
Sub-total NEF 265,066 22.0 235,258 24.6
Total st 1,206,596 100.0 957,737 100.00

Gross profit increased by 61.4% to RMB639.6 million for the year
ended 31 December 2010 from RMB396.3 million for the year ended
31 December 2009. Gross profit margin for the year ended 31
December 2010 increased by 5.3 percentage points to 34.6% from
29.3% for the year ended 31 December 2009.

Gross profit of the Group’s cotton yarns segment increased
significantly by 101.9% to RMB182.5 million for the year ended
31 December 2010 from RMB90.4 million for the year ended 31
December 2009. The increase reflected primarily a strong growth in
the PRC cotton yarns industry for the year ended 31 December 2010.
Gross profit margin improved to 18.5% from 12.3%.

Gross profit of the Group’s bedding products segment increased by
49.4% to RMB457.1 million for the year ended 31 December 2010
from RMB305.9 million for the year ended 31 December 2009. Gross
profit of the branded bedding products reached RMB442.0 million
for the year ended 31 December 2010, representing an increase of
48.8% as compared to RMB297.0 million a year ago. The increase
reflected primarily the growth of the Group’s branded bedding
products in China brought about by the expansion of the Group’s
sales network. Gross profit margin of the Group’s bedding products
segment improved to 53.2% from 49.6% and the gross profit margin
of the Group’s branded bedding products reached 59.2%.

ENRBE_TTNFT+_A=1T—HIFEZ

AK#396,300,000 T M61 4% EHE_E—F
F+ZA=+—HBILFE2Z AK¥639,600,000
TBE_T-TF+_A=T-HIFEZE
MEEMEIEADH HEE_FTTAF+ A
=+—HILFE 229.3% - £34.6% °

KEIEM“%Z%HE£¢H%ZAEM
90,400,000 C KB N101.9%E#HZE T —T4F
+=A=+—H1IFE 2 AR®182,500,0007T °
BRERITERBREE_Z-ZSF+_A=+—H1t
FEFBEBYPITEZAIER - EFEH12.3%
FHZE18.5% °

REEBRBABZEMNHEFREBZARE
305,900,0007CE MI49.4%EHE T —TF+—
A=+—HILFE 2 AR¥457,100,0007T - B E
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E R E A R#442,000,0007C BEF 2 AR
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DISTRIBUTION AND SELLING EXPENSES

Distribution and selling expenses comprise mainly freight, import/
export declaration and delivery charges, sales commission and wages
paid to sales staff, expenses related to marketing and promotion such
as advertisements and exhibitions, and retail stores and counters
running expenses. Distribution and selling expenses increased by
193.0% to RMB63.3 million for the year ended 31 December 2010 as
compared to RMB21.6 million in last year. The increase was primarily
due to the increase of RMB29.3 million in advertising and promotional
expenses and an increase of RMB9.5 million in running expenses for
our directly-operated retail stores and counters in the year ended 31
December 2010.

ADMINISTRATIVE EXPENSES

Administrative expenses comprise mainly staff cost, depreciation,
entertainment, rental, bank charges, and other sundry expenses.
Administrative expenses increased by 40.4% to RMB47.3 million for
the year ended 31 December 2010 from RMB33.7 million for the year
ended 31 December 2009. The increase was primarily due to the
increase of RMB2.9 million in expenses associated with share-based
payment transactions and an increase of RMB5.4 million in staff costs
in the year ended 31 December 2010.

FINANCE COSTS

Finance costs decreased by 42.5% to RMB10.9 million for the year
ended 31 December 2010 from RMB19.0 million in last year. The
decrease was mainly due to a decrease of RMB6.4 million in interest
recorded as effective interest expense on a shareholder loan due to
Mr. Liu Qingping, a controlling shareholder. The shareholder loan due
to Mr. Liu Qingping was fully repaid in June 2009.

INCOME TAX EXPENSE
Income tax expense increased by 56.4% to RMB92.0 million for the
year ended 31 December 2010 from RMB58.8 for the year ended 31

December 2009. The increase was mainly due to an increase in the
taxable income for the year ended 31 December 2010.
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WORKING CAPITAL MANAGEMENT

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

LELESER

TREJIANEBELEELEMAL R

For the year For the year

ended ended

31 December 31 December

2010 2009

B HE

—E-EF —ETNF

+=ZB=+—H +=—A=+—H

IEFE FE

Trade receivables turnover (days) FEWRFRER (B) 54 40

Trade payables turnover (days) @ FEERFAER (/)@ 35 31

Inventory turnover (days) @ FERAEH(H)O 35 47
Notes: KizF -

(1) Trade receivables turnover is calculated based on the average of the () JEWNBRFURE B ZIEE BEMR RERZE

beginning and ending balance of trade receivables for a given year,
divided by revenue during the given year and multiplied by 365 days.

2) Trade payables turnover is calculated based on the average of the
beginning and ending balance of trade payables for a given year
divided by cost of sales during the given year and multiplied by 365
days.

(©)] Inventory turnover is calculated based on the average of the beginning
and ending balance of inventory, net of impairment, for a given year,
divided by cost of sales during the given year and multiplied by 365
days.

Average trade receivable turnover increased to 54 days in the year
ended 31 December 2010 from 40 days for the year ended 31
December 2009 which was primarily due to the increase in sales in the
fourth quarter of 2010, the payment for part of which were not yet due
as at the year end date.

Average trade payables turnover increased slightly to 35 days in the
year ended 31 December 2010 from 31 days for the year ended 31
December 2009.

Average inventory turnover decreased to 35 days in the year ended
31 December 2010 from 47 days for the year ended 31 December
2009. The decrease was primarily due to the decrease in raw cotton
inventories level, reflecting primarily the reduction in purchases to
minimize the Group’s exposure to the unstable market price of raw
cotton for the year ended 31 December 2010.
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LIQUIDITY AND CAPITAL RESOURCES

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

RBETRRAER

RIS EBE

For the year

REESRARTRILE:

For the year

ended ended
31 December 31 December
2010 2009
BZE HE
—E-ZF —ETNF
+=-—A=+-—H +=—A=+—8H
IEFEE LEFE
Gearing BEARBE 9.6% 13.9%
Debt-to-equity @ BEYER 14.3% 23.7%
Current ratio MENLL & 2.4 timesf% 1.4 timesf&
Notes: Kat
(1) Calculated as the total debts for the year, divided by total assets for the 1) LAF A BEIEREERF N E EREFRLA100%ET
year and multiplied by 100%. Debts are defined to include current and H-BHE EEPERDRIERDEE -
non-current borrowings.
@) Calculated as the total debts for the year, divided by the equity for the 2) LA N ETE 4258 M F N HE 25 TR LA100%EH & - f&

year and multiplied by 100%. Debts are defined to include current and
non-current borrowings.

The gearing ratio and the debt-to-equity ratio decreased to 9.6% and
14.3% respectively ended 31 December 2010 from 13.9% and 23.7%
for the year ended 31 December 2009. The decreases in the gearing
ratio and debt-to-equity ratio were principally due to the increases in
the total assets and equity respectively.

The current ratio improved to 2.4 times for the year ended 31
December 2010.
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CASH FLOW RNERE

For the year For the year

ended ended

31 December 31 December

2010 2009

HE8Z REZE

—E-ZF —ETNF

+t=A=+—H +=ZA=+—H

IEFE IEFE

RMB’000 RMB’000

AR¥TT ARET T

Net cash from operating activities KEXBEEZRS)FE 464,665 284,905

Net cash (used in)/from investing activities wEES (BA) EE2 (138,421) 50,632
e FEE

Net cash from/(used in) financing activities MERHEL (A2 273,649 (179,469)
e FEE

Cash and cash equivalents at 31 December R+-A=+—HZzHBEE& KR 855,664 255,771

TEEY

Net cash generated from operating activities increased to RMB464.7
million for the year ended 31 December 2010 from RMB284.9 million
for the year ended 31 December 2009. The improvement reflected
primarily higher profit before taxation although the effect was partially
offset by the increase in inventories and increase in trade and other
receivables and prepayment.

Net cash used in investing activities for the year ended 31 December
2010 was RMB138.4 million mainly including deposit paid for
acquisition of land and properties of RMB61.9 million, investment in
listed securities of RMB34.0 million and an increase in pledged bank
deposits of RMB30.1 million.

Net cash from financing activities for the year ended 31 December
2010 was RMB273.7 million, including mainly proceeds from issue
of new shares, net of share issue costs of RMB430.1 million and
an advance from immediate holding company of RMB29.8 million,
the effects of which was offset by a dividend payment of RMB184.0
million.

PLEDGE OF ASSETS
Details of the assets pledged as at 31 December 2010 are set out in

note 20 and note 23 to the consolidated financial statements of this
annual report.

KEEHEEZRSFEREBEE_TTNF+=
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CONTINGENT LIABILITIES

The Group has no material contingent liabilities as at 31 December
2010 (2009: the Group had provided financial guarantee to a bank in
respect of banking facilities to the extent of RMB60.0 million granted
to TTG).

FOREIGN CURRENCY EXPOSURE

The business operations of the Group’s subsidiaries were conducted
mainly in the PRC with revenues and expenses of the Groups
subsidiaries denominated in RMB. Some of the Group’s cash and
bank deposits, including proceeds from the Group’s initial public
offering, were denominated in Hong Kong Dollars or US Dollars. Any
significant exchange rate fluctuations of Hong Kong Dollars or US
Dollars against each entity’s respective functional currency may have a
financial impact to the Group.

As at 31 December 2010, the Directors of the Company considered
the Group’s foreign exchange risk to be insignificant. During the year,
the Group did not use any financial instruments for hedging purposes.

EMPLOYEES

As at 31 December 2010, the Group had a workforce of
approximately 5,258 employees (2009: 4,908). Staff costs for the year
ended 31 December 2010 (including Directors’ remuneration in the
form of salaries and other allowances) was approximately RMB110.2
million (2009: RMB83.2 million). This increase was mainly due to the
increase of headcount for the development of bedding business and
to support expansion of the retail stores and outlets operated by the
Group.

The remuneration of the employees of the Group includes salaries,
bonuses and other fringe benefits. The Group has different rates of
remuneration for different employees to be determined based on their
performance, experience, position and other factors in compliance
with the relevant PRC laws and regulations.
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USE OF PROCEEDS FROM LISTING

The net proceeds (after deduction of related issuance costs) from
the Company’s initial public offering amounted to approximately
RMB383,100,000, equivalent to HK$435,300,000. The net proceeds
were partially applied up to 31 December 2010 with the proposed
applications set out in the Prospectus, as follows:

- Approximately RMB69.1 million was used for the expansion of
production facilities.

—  Approximately RMB43.7 million was used for the enhancement of
sales operations and brand building.

—  Approximately RMB23.0 million was used for additional working
capital.

—  Approximately RMB247.3 million remains unused, which is
deposited in the bank account of the Company.

The unutilized proceeds are deposited with licensed banks and
financial institutions in Hong Kong and PRC as interest-bearing
deposits.

BUSINESS OUTLOOK AND STRATEGIES

We are benefiting from the rapid development of the domestic
economy and the PRC government’s policy of stimulating domestic
consumption and accelerating urbanization. Domestic consumers
are enjoying increasing levels of affluence and spending power. This
has led to increases in consumers’ living and aesthetic standards.
Moreover, the rapidly growing domestic real estate industry together
with the hospitality and tourism industry and the increased wedding
and festival consumption also contributed to high demand for
quality bedding products and prompt the further development and
advancement of the home textile industry. Therefore, as the leading
manufacturer of China’s quality bedding products and cotton yarns
products, the Group is very optimistic about the prospects of the
industry.
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According to Euromonitor, the retail market size of China bedding
products is expected to further grow at a CAGR of 25% to RMB247.4
billion from 2010 to 2013. To capture growth opportunities, the Group
will continue to expand its branded bedding products business to
increase its revenue contributions and market share. Next year,
the Group plans to open up more stores and counters all around
the country, especially Shandong, Henan, Shanxi, and Northeast
Region, to increase its market penetration and the number of sale
points through its directly-owned operations and its franchise
networks. Meanwhile, the Group will continue to launch effective
brand promotion activities and marketing activities. For example the
Group plans to run TV advertisements on CCTV, Shandong TV, Henan
TV, Shanxi TV and TV stations in Northeast Provinces and to open
up flagship stores in Taiyuan, Zhengzhou, Hebei and Jiangsu. Ms.
Kelly Chen, our brand spokesperson will continue to work with us
to promote our brand. With her elegant and fashionable image, the
Group aims to promote the “Taifeng” image of high-end, high quality
and modern design throughout the PRC to enhance our image and
reputation.

The Group will continue to strengthen our efforts on the R&D of our
products, focusing on the use of various materials and technologies
to develop products with diversified features, innovative design and
environmental-friendly characteristics. We will continue to work on
expanding our client base and meeting their demands. In the coming
year, one of our R & D focus will be the series of aromatic fiber textile
products. Also, the Group will continue to develop higher quality and
value-added cotton yarns products and believes that these products
will contribute to its profitability and will provide strong support for the
development of the bedding business.

To meet the rising market demand for quality bedding products, the
Group will increase the production capacity and automation of its
bedding products. By the progressive introduction of the Japanese
high-speed automatic sewing machine and related equipments, the
Group will be able to reduce the demand for manual labor, and thus
significantly increase the production efficiency and capacity.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S
LISTED SECURITIES

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

redeemed any of the Company’s listed securities during the year
under review.
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EXECUTIVE DIRECTORS

Mr. Liu Qingping, aged 57, was appointed as the Chairman of the
Board and an executive Director of the Company on 21 May 2009.
Mr. Liu is responsible for strategic planning, business development
and overall management of the Group. Mr. Liu has more than 20
years of experience in the textile industry. Mr. Liu has been awarded
numerous recognitions and honours in the past. In 1995, he was
awarded “Outstanding Quality Manager for Textile Industry of the
Shandong Province (LU REHBEREFTEEEETIEE) " by
Textile Industry Bureau of Shandong Province ( 1L 3 & #7 4k T %8 )
and Association of Quality Management Textile Industry of Shandong
Province (ILER#HMEEEIEHE ) . In 2003, he was recognized as a
Model Worker of Shandong Province by the Shandong Province ( [
B BIEE) by the People’s Government of Shandong Province ( L
HEARBUT) . In 2004, he was awarded () “Entrepreneur with Good
Faith of Shandong Province ( IR & HIE B35 ) " by The Committee
for Credit Rating of Shandong Province and Shandong Province Credit
Rating Company (L&A ZE2FAREZESRILEEAEETRAER
Al) and (i) Award for Outstanding Entrepreneurs of Textile Industry
of Shandong Province (1L SR 41 &1 2# RAI % 42) by Office of Textile
Industry of Shandong Province (LI B & 44 T E# A=) and The
Association of Textile Enterprises Management of Shandong Province
(ILE#HHEPEZERE) . In 2005, he was awarded “Outstanding
Ideological and Political (Enterprise Culture) Operator in Textile Industry
of Shandong Province (LB EHHEITHEF BREBUS  EXELER
T &%) " by Office of Textile Industry of Shandong Province ( LI &
T M AZE) and Political Research Committee of Textile Workers
of Shandong Province (LI & 44 8 THRHE) . In 2006, he was
awarded (i) “50 People Promoting the Globalization of PRC Brands
in 2006 (2006#E &) # B o b B R {E50A ) 7 by PRC Organization
Committee of the 14th World Productivity Congress ( & + P j& tt
RAEENRKEFBEMEHEZES) and (i) “Outstanding Operator and
Manager of Shandong Province (ILEEEBHFKLLEEEE)" by
Committee for Economic and Trade of Shandong Province ( 11134 4§
EEZESZEE). In 2007, he was recognised (i) “An Excellent Leading
Individual in Outstanding Quality Control of the Textile Industry in the
PRC(ZBIHMBITXEBFLEEE R NEEHEHEZE) " by China
National Textile and Apparel Council ( #F B#%54% T %#1%€ ) and China
Trade Union of Financial and Commercial Workers, Light Industry and
Textile Workers, Tobacco Industry Workers (B @& HEE T &)
and (i) “Model Worker in Business Sector in Countrywide ( % B & 7%
R EIESE) ” by Ministry of Personnel of the People’s Republic of
China (A A R AMBE A E36) and the Ministry of Commerce of the
People’s Republic of China (AR KEFEEHE) . In 2010, he
was awarded “Award for Outstanding Entrepreneurs of Textile Industry
of Shandong Province (ILIER#1 &> ¥ K EI% %) ” by The Association
of Textile Industry of Shandong Province (LB & 44 T ¥ &)
and The Association of Textile Enterprises Management of Shandong
Province (LR AT EEEHE) . Mr. Liu is a senior economist. He
obtained a doctorate degree in business administration from American
Liberty University in 2005.
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Mr. Li Dengxiang, aged 50, was appointed as the Vice- chairman of
the Board and an executive Director of the Company on 18 November
2009. Mr. Li has over 20 years of experience in the textile industry and
is responsible for overseeing the production, quality and operation
management of the Group. Mr. Li obtained various recognitions
and awards in the past. He was awarded “Golden Bridge Prize of
Technology market of Shandong Province ([l 5 & # i i1 35 &l %
$©154%)” by Golden Bridge Prize Award Committee of Shandong
Province (LR E RN MG B REFHZ E L) in 2005 and
2007. In 2007, he was also recognized as an “Outstanding Young to
Middle Age Technology Worker of the Textile Industry in the PRC ( &
WHBTEEFTPFFRFLIIESE) " by China Textile Engineering
Society (A %4 TH22€ ) . Mr. Li is an engineer. He obtained a
professional certificate in business administration from the Shandong
Industrial University (now merged as Shandong University) in 1998 and
a doctorate degree in business administration from American Liberty
University in 2005.

Ms. Qi Tongli, aged 48, was appointed an executive Director
of the Company on 21 May 2009 and is responsible for capital
operation management of the Group. Ms. Qi has more than 20 years
of experience in the textile industry. She was awarded “Scientific
Technology Advancement Award” (&l &3 fiT# #458) in 1998 and
2000 by The Assessment Committee for Scientific Technology
Advancement Award of Shandong Province (1Ll 5 & &} £ 5 fif 3
S8 £ 82 ) and The Assessment Committee for Scientific
Technology Advancement Award of Laiwu City ( 3% i F} 22 4 il 4
S HEFIE L B2 ) respectively. In 2003, she was awarded “Scientific
Technology Award of Shandong Province ”( L5 & R} £ 5 fif 4%)
by The Assessment Committee for Scientific Technology Award of
Shandong Province (IL R AR BRI RFELZE =) . She was
recognized as a “Model Outstanding Female Worker and Contribution
of Shandong Province (IR & ZB TEN L #EEZEL)” and was
awarded “Award for Improvement of Living Standard in Shandong
Province (& REIE L&) HEE ) " in 2007 by the General Labour Union
of Shandong Province (ILE &4 T ) . Ms. Qi is a senior engineer.
She obtained a certificate in textile industry from Jinan School of
Textile Industry, a certificate in business administration from the
Shandong Industrial University (now merged as Shandong University)
in 1998 and a doctorate degree in business administration from
American Liberty University in 2005.

Mr. Liu Chunwei, aged 43, the Chief Executive Officer of the Group
and was appointed an executive Director of the Company on 18
November 2009. Mr. Liu has more than 20 years of experience in the
textile industry and is responsible for overseeing the sales, production
and full operation management of the Group. Mr. Liu received the
“Award for Improvement of Living Standard in Shandong Province ( &
REIELEHEE) " in 2001 by the General Labour Union of Shandong
Province (IR & # T &) . He obtained a certificate in textile industry
from the Shandong Textile College in 1988. and a doctorate degree in
business administration from American Liberty University in 2005.
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Mr. Zou Shengzhong, aged 45, was appointed as an executive
Director of the Company on 18 November 2009. Mr. Zou has more
than 20 years of experience in the textile industry and is responsible
for overseeing the sales and operation management of the Group.
Mr. Zou is a senior engineer. He graduated from Changwei School
of Textile Industry in 1983 and he obtained a certificate in electricity
engineering from the Shandong TV University in 1987 and a doctorate
degree in business administration from American Liberty University in
2005.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Chan Kin Sang, aged 59, is currently the sole proprietor of
Messrs. Peter K.S. Chan & Co., Solicitors and Notaries. He was
appointed an independent non-executive Director of the Company on
18 November 2009. He has been a practicing solicitor in Hong Kong
since 1982. He was admitted as a Notary Public in 1997 and as a
China-appointed Attesting Officer in 2000. He is currently a Fellow of
the Hong Kong Institute of Directors. Mr. Chan graduated from the
University of Hong Kong with a Bachelor of Laws degree in 1979. Mr.
Chan is also director of the following public listed companies:

BEBEE 455 RZTTENF+—A+/\H
ERERARBNTEFT FLRERHBEER
06K ARERARBHERZEEE - F5T
ERBRTIREE R—NWN=ZFEXREEHE
TESER R NANEFEERURERERK
BERIEZX HER _ZTRFREERA
ARABZIHEEFLEM-

BYFHITES

BREZAE B4 - 595%  TRAS RIRIZ AR ADTT (1RAD &2
NRENZBEREZ - RN _FTTNLF+—A
TNABEZERBUIFRTES A —ANZ
FRABEBNERM - BN —NNLEFEIFA
B YR -_ZFZTFRNATEZRARZA BRI
RARALEFEEERGE -RALER—Nth
FEERBEAR BARS LB - RAENE
ETIETRRIZES:

Listed Company Stock Code Place of Listing Role
LEHAF IR 121X 5% Erii B3
People’s Food Holdings Limited P05 Singapore Independent Non-executive Director
AERMBERERAR N BYFRITES
Luxking Group Holdings Limited L34 Singapore Independent Non-executive Director
NEFEEERBERAF N BYFRITES
Combest Holdings Limited 8190 Hong Kong Independent Non-executive Director
REERBR AR P BYFRITES
China Precious Metal Resources 1194 Hong Kong Independent Non-executive Director
Holdings Co., Limited
TPEECEERERERAA P BYFRITES
Pacific Plywood Holdings Limited 767 Hong Kong Independent Non-executive Director
RKEFEEERAR DA BB BYFRITES
Pan Hong Property Group Limited P36 Singapore Non-executive Director
N FEHRITES
Mayer Holdings Limited 1116 Hong Kong Non-executive Director
ERERBRAR EE FEHRITES
United Pacific Industries Limited 176 Hong Kong Non-executive Director
BT XBRAR EE FEHRITES
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Mr. Li Yuchun, aged 63, is a retired senior bank official. Mr. Li is an
economist and has more than 20 years of experience in the banking
industry and financial management. He is currently an independent
director of Shandong Inspur Software Co. Ltd (Stock Code: SHA
600756), a company listed in the Shanghai Stock Exchange. Mr.
Li was appointed an independent non-executive Director of the
Company on 18 November 2009. He graduated from People’s
Liberation Army School of Sailors Politics ( 7 B A R ## W E & E BUA
B3B3 ) in professional political works in 1986.

Mr. Dai Shunlin, aged 68, is a deputy director of China Institute of
Textile Planning and a retired senior engineer. He was appointed an
independent non-executive Director of the Company on 18 November
2009. Mr. Dai has more than 40 years in the textile industry. He
graduated from the textile engineering department of Wuxi School
of Light Industry with a certificate in professional machine knitting in
1966.

SENIOR MANAGEMENT

Mr. Huang Qige, aged 42, joined the Group in 2001 and is currently
the secretary to the Board of Directors of Shandong Taifeng Textile
Co., Ltd (“Shandong Taifeng”), a wholly owned subsidiary of the
Group. In 2005, Mr. Huang obtained a certificate in physics from
Shandong Mineral College ( LB £t ) in 1989, a doctoral degree
in business administration from American Liberty University. In 2008,
he finished his studies of accountancy with Shandong School of
Economics. He has more than 8 years of experience as secretary to
the Board of directors.

Mr. Zou Shengcheng, aged 42, joined the Group in 2003. He has
more than 16 years of experience in the textile industry. Mr. Zou is the
vice general manager of Shandong Taifeng and is responsible for the
products development and technology of the Group. He graduated
from Shandong School of Textile Industry with a bachelor’s degree in
textile engineering in 1992.
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Mr. Geng Zhensheng, aged 45, joined the Group in 2001. He has
more than 20 years of experience in the textile industry. Mr. Geng is
the vice general manager of Shandong Taifeng and is responsible
for the production of the Group. He completed secondary school
education in Laiwu City in 1982.

Ms. Geng Yanling, aged 38, joined the Group in 2001. She is a
certified tax planner in the PRC. She had been in the textile industry
since 1992. Ms. Geng is the vice general manager of Shandong
Taifeng and is responsible for the finance of the Group. Ms. Geng
has been awarded the Model Worker by the Laiwu City People’s
Government and an Outstanding Person by the Laiwu City Economic
and Trade Commission (EM LB E 5 Z E®)in 2008. She
obtained a certificate in economics from Harbin Polytechnic University
in 2008.

Mr. Pang Wai Hong, aged 46, is the financial controller and the
company secretary of the Company. He is responsible for the
finance, statutory compliance and corporate governance matters
of the Company. Mr. Pang is a member of the Hong Kong Institute
of Certified Public Accountants and a fellow of the Association of
Chartered Certified Accountants. He holds a Master of Science
(Finance) from the National University of Ireland and a Master of
Lighting degree from Queensland University of Technology. Mr.
Pang has more than 20 years of financial and auditing experience.
Prior to joining the Group in 2009, he was the chief financial officer
and company secretary of People’s Food Holdings Limited (stock
code: P05), a company listed on the Singapore Stock Exchange.
He is currently an independent non-executive director of China Reniji
Medical Group Limited (stock code: 648), a company listed on the
Main Board.

BIREERE 455 R_TT—FNMAXEE-
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BlEEE  BEAKEZEERS - FR—NN\Z
FHERBET TRTEHE -
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ZESAERARBREE -ER_TT/\FE£X
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HEBREE 460 RASEVBEZESERAF
WE BEARAZTE BFEEREEERS
BH-BRABEAEIAMAEEE WARERFTAR
IR AR ERE B o HEEH National University
of lreland - IR 2 (B 75 ) 18 + B4 - W HUAS
Queensland University of TechnologyZ F& B E218
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The Board is pleased to present their first annual report, together with
the audited financial statements of the Group for the year ended 31
December 2010.

CORPORATE REORGANISATION

The Company was incorporated in the Cayman lIslands as an
exempted company with limited liability on 21 May 2009 under the
Companies Law of the Cayman Islands. In preparation for the listing of
the Shares on the Main Board of The Stock Exchange of Hong Kong
(the “Stock Exchange”), the Group underwent a series of corporate
reorganisation procedures and the Company became the holding
company of the Group since 18 August 2009.

Details of the reorganisation were set out in the paragraph headed
“Reorganisation” on page 4 to 5 of Appendix VII (Statutory and
General Information) in the prospectus of the Company dated 31 May
2010 (the “Prospectus”).

The shares of the Company were listed on the Main Board of the
Stock Exchange on 11 June 2010 (the “Listing Date”).

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
principal activities of the Group are manufacturing and distribution
of quality cotton yarns and bedding products in China. The principal
activities and other particulars of the subsidiaries of the Company
are set out in note 38 to the consolidated financial statements of this
annual report.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2010 are
set out in the consolidated statement of comprehensive income on
page 60 of this annual report.

An interim dividend of RMBO0.054 per share was paid on 21
September 2010. The Board recommend the payment of a final
dividend of RMB0.113 per share for the year ended 31 December
2010 to the shareholders whose names appear on the register of
members of the Company on 20 May 2011. Upon shareholders’
approval, the proposed final dividend is expected to be paid on 22
June 2011.
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CLOSURE OF REGISTER OF MEMBERS

The Register of Members will be closed from 18 May 2011 to 20 May
2011 (both days inclusive), during which period no transfer of shares
can be registered. In order to qualify for the final dividend, all transfers
accompanied by the relevant share certificates must be lodged with
the Company’s Hong Kong Branch Share Registrar, Computershare
Hong Kong Investor Services Limited not later than 4:30 p.m. on 17
May 2011. Computershare Hong Kong Investor Services Limited is
located at Shops 1712-1716, Hopewell Centre, 183 Queen’s Road
East, Wanchai, Hong Kong.

USE OF PROCEEDS FROM LISTING

The net proceeds (after deduction of related issuance costs) from
the Company’s initial public offering amounted to approximately
RMB383,100,000, equivalent to HK$435,300,000 The net proceeds
were partially applied up to 31 December 2010 with the proposed
applications set out in the Prospectus, as follows:

- Approximately RMB69.1 million was used for the expansion of
production facilities.

—  Approximately RMB43.7 million was used for the enhancement of
sales operations and brand building

—  Approximately RMB23.0 million was used for additional working
capital.

—  Approximately RMB247.3 million remains unused, which is
deposited in the bank account of the Company.

The unutilized proceeds are deposited with licensed banks and
financial institutions in Hong Kong and PRC as interest-bearing
deposits.

FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the Group for
the last four years are set out on page 8 of this annual report.
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MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2010, sales to the Group’s five
largest customers and the largest customer accounted for 47.4% and
13.6% respectively of the Group’s total turnover for the year.

For the year ended 31 December 2010, the Group’s purchases
attributable to the five largest suppliers and the largest supplier
accounted for 44.6% and 16.8% respectively of the Group’s total
purchases for the year.

None of the Directors or any of their associates or any shareholders
who, which to the knowledge of the Directors, owns more than 5% of
the Company’s issued share capital, had any interest in the five largest
suppliers or customers.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group are set out in note 13 to the consolidated financial statements
of this annual report.

LISTING OF THE SHARES AND SHARE CAPITAL OF THE
COMPANY

The shares of the Company have been successfully listed on the Main
Board of the Stock Exchange since 11 June 2010. The total number
of shares of the Company in issue upon listing was 1,000,000,000
shares.

Details of the movements during the year in the issued share capital
of the Company are set out in note 25 to the consolidated financial

statements of this annual report.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES
OF THE COMPANY

Since the Listing Date, neither the Company, nor any of its subsidiaries
purchased, redeemed or sold any of the Company’s listed securities.
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RESERVES

Details of the movements during the year in the reserves of the Group
are set out in the consolidated statement of changes in equity on page
62 of this annual report.

BANK AND OTHER BORROWINGS

Details of bank and other borrowings of the Group as at 31 December
2010 are set out in notes 22 to 23 to the consolidated financial
statements of this annual report.

CONTINGENT LIABILITIES AND COMMITMENTS

Details of the commitments and contingent liabilities of the Group
are set out in note 32 and note 35 to the consolidated financial
statements of this annual report.

SUBSEQUENT EVENTS

The Group had no significant events after the reporting date.
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DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS

The Directors during the year and up to the date of this annual report
are as follows:

Executive Directors

Mr. Liu Qingping (appointed on 21 May 2009)
Mr. Li Dengxiang (appointed on 18 November 2009)
Ms. Qi Tongli (appointed on 21 May 2009)
Mr. Liu Chunwei (appointed on 18 November 2009)
Mr. Zou Shengzhong (appointed on 18 November 2009)

Independent Non-executive Directors

Mr. Chan Kin Sang (appointed on 18 November 2009)
Mr. Li Yuchun (appointed on 18 November 2009)
Mr. Dai Shunlin (appointed on 18 November 2009)

Biographical details of the Directors and senior management are set
out in the section headed “Biographical Details of Directors and Senior
Management” in this annual report.

Each of the Executive Directors and independent non-executive
Directors has entered into a service contract with the Company for
a term of three years commencing from 11 June 2010, subject to
termination by either party giving the other not less than 3 months’
prior written notice or such shorter period as both parties may agree.
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In accordance with the articles of association of the Company, all
the existing Directors shall retire at the forthcoming Annual General
Meeting (“AGM”). All of the retiring Directors, being eligible, will offer
themselves for re-election at the AGM.

None of the Directors proposed for re-election at the forthcoming
AGM of the Company has a service contract with the Company or
any of its subsidiaries which is not determinable by the Group within
one year without payment of compensation (other than statutory
compensation).

REMUNERATION OF THE DIRECTORS

The remuneration of the Directors is determined by the Remuneration
Committee with reference to the duties, responsibilities, performance
of the Directors and the results of the Group.

Details of the remuneration of the Directors are set out in note 10 to
the consolidated financial statements of this annual report.

DIRECTORS’ AND CHIEF EXECUTIVE’ INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY

As at 31 December 2010 and the date of this annual report, the
interests and short positions of the Directors and the Chief Executive
of the Company in the shares, underlying shares and debentures of
the Company and its associated corporations within the meaning
of Part XV of the Securities and Futures Ordinance (the “SFO”) as
recorded in the register required to be kept under section 352 of
the SFO, or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as set out in Appendix
10 of the Listing Rules are as follows:
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Long Position

(a) Long position - Interests in the Company

39
(a) HE-RERFZEZ

(b)

Save as disclosed above, as at the date of this annual report, none of
the Directors and Chief Executive of the Company had any interests or
short positions in the shares, underlying shares and debentures of the
Company and its associated corporations (within the meaning of Part
XV of the SFO) as recorded in the register required to be kept under
section 352 of the SFO or required to be notified to the Company and

Percentage
of the issued

Number of share capital of

Name of director Capacity ordinary shares the Company

LR NN

BEEER 2RITRAK

IR # ) %0 BB Bkl

Mr. Liu Qingping (7) Interest in a controlled corporation 555,000,000 55.50%
BT RE (1) REREGER 2 R

Beneficial owner 14,026,000 1.40%

BESBEAA

(1) Mr. Liu Qingping is deemed to be indirectly interested in
555,000,000 Shares, ie. 55.5% of the issued capital of the
Company through his direct interests in Harvest Sun under the

SFO.

Long position - Interests in a associated corporation

(7)

(b) #E-—RIGHLEZ #i

IRIE &5 R E R - B FI5E £ REIEE
BERREREZ EREEREZR655000,0000
B17 (AN 2 a] B #7788 765.5% ) P IEH#

v
ZS o
m

Approximate
percentage of

holding of

the total share

capital of

Type the associated

Name of director Associated corporation of interests corporation

BFERBEE

2EHBRAE

EEpA LR ¥ % $E Bl BAOBED K

Mr. Li Dengxiang Harvest Sun Enterprises Limited Beneficial owner 14.60%
FEFELEE BERETPRBRAA EmEAA

Mr. Liu Chunwei Harvest Sun Enterprises Limited Beneficial owner 8.60%
BlmmEE BERETPRBRAA EmEAA

Ms. Qi Tongli Harvest Sun Enterprises Limited Beneficial owner 13.20%
TREX L BERETPRBRAA EmEAA

Mr. Zou Shengzhong Harvest Sun Enterprises Limited Beneficial owner 7.50%
BEBEAE BERETPRBRAA EmEAA

the Stock Exchange pursuant to the Model Code.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2010, to the best knowledge of the Directors,
the following person (other than a Director and Chief Executive of
the Company) who had interests or short positions in the shares,
underlying shares and debentures of the Company which would fall
to be disclosed to the Company under the provision of Divisions 2
and 3 of Part XV of the SFO, or which were recorded in the register of
interests required to be kept by the Company pursuant to Section 336

FERRRAQARG HEARORESZ
BERAR

R-ZT—TF+-_A=+—H BEFRM UT
AL (PEEARDEERTBRAR) RARTEZ
Betn - BB RESTHEERERZ MR K
BIXVEBSE2 ) 5370 BR AR A R AR HE » st R
RRBIRIEES R ERPIEIBOHATHFZ
BEERMzEEIORBIT

of the SFO:
Percentage of
the issued share
Number of capital of
Name Capacity ordinary shares the Company
EER HERLTE BT
%A 56 g g=| AT
Harvest Sun Enterprises Limited (7) Registered and beneficial owner, 555,000,000 55.50%
BRETEERRAA (1) beneficiary of a trust
BakEmBEEA FEERA
Fu Sun Development Limited (2) Trustee 75,000,000 7.50%
EEERARRAA 2 BErEA
Mr. Liu Qingping (3) Interest in a controlled corporation and 569,026,000 56.90%
BIEFEE 9 beneficial owner
REZEHEE 2 G RERmEAA
Superior Delight Limited (4) Registered and beneficial owner 165,000,000 16.50%
EEFRRA M) BukEHEAA
Mr. Huang Quan Interest in a controlled corporation 165,000,000 16.50%

- REEGER 2 #a
(1) Harvest Sun Enterprises Limited is owned as to 48% by Mr. Liu

@

3

“)

Qingping and therefore, Mr. Liu Qingping is deemed to be interested in
480,000,000 Shares held directly by Harvest Sun Enterprises Limited and
75,000,000 Shares held by Fu Sun Development Limited on a trust for its
benefit under the SFO.

Fu Sun Development Limited is wholly-owned by Mr. Liu Qingping. Fu
Sun Development Limited holds on trust the 75,000,000 Shares for the
benefit of Harvest Sun Enterprises Limited. Upon the completion of a
2-year service as director of the Company from April 2009 by Mr. Liu
Qingping, Fu Sun Development Limited will be beneficial owner of the
75,000,000 Shares.

Mr. Liu Qingping is deemed to be indirectly interested in 555,000,000
Shares, ie. 556.50% of the issued capital of the Company through his
direct interests in Harvest Sun Enterprises Limited under the SFO. Mr. Liu
Qingping owns 14,026,000 Shares, ie. 1.40% on his personal interests.

Superior Delight Limited is wholly-owned by Mr. Huang Quan and Mr.
Huang Quan is therefore deemed to be interested in 165,000,000 Shares
held by Superior Delight Limited under the SFO.
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Save as disclosed above, as at 31 December 2010, no person, other
than the Directors and Chief Executives of the Company whose
interests are set out in the section “Directors’ and Chief Executive’
Interests And Short Positions In Shares, Underlying Shares And
Debentures” above, had any interest or short positions in the shares,
underlying shares or debentures 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 of interests required to be kept by the
Company pursuant to Section 336 of the SFO.

DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE

No contracts of significance in relation to the business of the Group,
to which the Company or its subsidiaries was a party and in which a
Director had a material interest, whether directly or indirectly, subsisted
at the end of the year or at any time during the year.

No contracts of significance for the provision of services to the
Company or any of its subsidiaries by a controlling shareholder of the
Company or any of its subsidiaries subsisted at the end of year or at
any time during the year.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

During the year and up to the date of this annual report, none of the
Directors has interests in any business which directly or indirectly
competes, or is likely to compete with the business of the Group.

INDEPENDENCE OF THE INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company has received from each of its independent non-
executive Directors the confirmation of his independence pursuant
to Rule 3.13 of the Listing Rules and the Board considers the
independent non-executive Directors to be independent.

ARRANGEMENT TO ACQUIRE SHARES OR DEBENTURES

At no time during the year was the Company, or any of its subsidiaries
a party to any arrangement to enable the Directors of the Company
to acquire benefits by means of the acquisition of shares in, or
debentures of the Company or any other body corporate.

SHARE OPTION SCHEME

The Company does not have any share option scheme.
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MANAGEMENT CONTRACTS

The Company has not entered into any contract with any individual,
firm or body corporate to manage or administer the whole or any
substantial part of any business of the Company during the year.

REMUNERATION POLICY

The Group mainly determines staff remuneration in accordance
with the qualification, years of experience, performance of individual
employee and the salary trend in PRC and will be reviewed regularly.

RETIREMENT BENEFITS SCHEME

Particulars of the retirement benefits scheme of the Group are set
out in note 28 to the consolidated financial statements of this annual
report.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
articles of association or the Companies Law of the Cayman Islands
where the Company is incorporated.

CONNECTED TRANSACTION AND CONTINUING CONNECTED
TRANSACTIONS

The Stock Exchange exercised its discretion under rule 14A.06 of the
Listing Rules to deem Taifeng Textile Group Co., Ltd (“TTG") (L%
BEBEABR AR )as a connected person (as defined in the Listing
Rules).

The relationship with TTG and details of non-exempt continuing
connected transactions were set out in the chapters headed
“Relationship with TTG and Laiwu Runfeng” and “Connected
Transactions and Waivers” of the Prospectus.

Certain related party transactions as disclosed in note 15 and note
29 to the consolidated financial statements of this annual report
also constituted connected transaction and non-exempt continuing
connected transactions which were required to be disclosed in
accordance with Chapter 14A of the Listing Rules.
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LEASING AND ACQUISITION OF PROPERTIES FROM TTG

The Group has leased from TTG three properties situated in Laiwu
City, Shandong Province, the PRC.

The first property comprises of land with a site area of 44,512.82
sg.m. and buildings having a gross floor area of 47,088.69 sqg.m..

The second property comprises of land with a site area of 159,552.9
sg.m. and buildings having a gross floor area of 108,458.87 sqg.m..

Both the first and the second properties are leased to the Group for a
term of 20 years commencing from 22 May 2009 and expiring on 21
May 2029. The Group has the unilateral right to terminate the lease
from 31 December 2011. The rent might be adjusted after three years
of the lease based on the then prevailing market rate. The first and the
second leased properties are occupied by the Group for production
puUrposes.

The third property has a lettable area of 120 sg.m. is leased to
the Group for a term of 3 years commencing on 10 July 2008 and
expiring on 10 July 2011. The third leased property is used as the
Group’s retail shop.

On 19 November 2010, the Group entered into an acquisition
agreement (“Acquisition Agreement”) with TTG, pursuant to which
the Group agreed to acquire from TTG portions of the second
leased property with a site area of 46,475.0 sg.m. and buildings
having a gross floor area of 35,068.12 sg.m. for a consideration of
RMB68,800,000. This acquisition is in line with the stated intention as
disclosed in the Prospectus. The consideration of the acquisition was
arrived at based on the appraised value of the land and properties
as at 31 October 2010 as reported by the independent valuer and
after arm’s length negotiations between the parties and on normal
commercial terms.

As at 31 December 2010, an amount of RMB61,920,000, being
90% of the consideration was paid to TTG, the remaining 10% of the
consideration of RMB6,880,000 shall be paid by the Group within
five business days when the Group obtains the relevant land use
right certificates and building ownership certificates for the land and
properties.
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As a result of the Acquisition Agreement, on 19 November 2010, the
Group and TTG also simultaneously entered into the Supplemental
Lease Agreement, pursuant to which, taking into account the
acquisition of the land and properties under the Acquisition
Agreement, the total site area of the second leased property was
reduced to 113,077.9 sg.m. and the total gross floor area of the
buildings thereon was reduced to 73,389.45 sg.m..

After taking into account the revision made to the Second Lease
Agreement by the Supplemental Lease Agreement, the total annual
rental payable under the First Lease Agreement, the Second
Lease Agreement (as supplemented by the Supplemental Lease
Agreement) and the Third Lease Agreement for the two years
ending 31 December 2010 and 2011 will be RMB13,280,000 and
RMB10,530,000 respectively.

SALES AND PURCHASES TRANSACTIONS

On 16 November 2009, the Group entered into a master agreement
with TTG, pursuant to which the Group will () sell cotton yarns,
bedding products and other products to TTG at prevailing market
price, and (i) purchase raw cotton, fabrics and other materials from
TTG at prevailing market price, effective from the Listing Date and
expiring on 31 December 2011.

(i) Sale of Goods to TTG

The maximum annual caps for the year ended 31 December
2010 and for the year ending 31 December 2011 are
RMB114,300,000 and RMB63,700,000, respectively. For the
year ended 31 December 2010, the Group’s sales of goods to
TTG amounted to RMB99,070,000.

(ii) Purchases of materials from TTG

The maximum annual caps for the year ended 31 December
2010 and for the year ending 31 December 2011 are
RMB112,300,000 and RMB60,200,000, respectively. For the
year ended 31 December 2010, the Group’s purchases of
materials from TTG amounted to RMB77,504,000 and was one
of the Group’s five largest suppliers during the year.
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Pursuant to Rule 14A.37 of the Listing Rules, the independent non-
executive directors of the Company have reviewed the continuing
connected transactions set out above and in note 29 to the
consolidated financial statements of this annual report and have
confirmed that these continuing connected transactions were entered

into:

(i)

in the ordinary course of business of the Group;

on normal commercial terms or on terms no less favorable to the
Group than terms available to or from independent third parties;
and

in accordance with the relevant agreements governing them
on terms that are fair and reasonable and in the interest of the
Company’s shareholders as a whole.

Pursuant to Rule 14A.38 of the Listing Rules, the Board engaged the
Company’s auditor to perform certain agreed-upon procedures in
respect of the continuing connected transactions set out above on a
sample basis. The auditor has reported their factual findings on the
selected samples based on the agreed procedures to the Board and
has confirmed that:

(0
(i

(i)

(iv)

48

the transactions had been approved by the Directors;

the pricing of the transactions (for the sample selected) were in
accordance with the pricing policies of the Group with reference
to similar transactions with independent third parties;

the transactions were entered into in accordance with the
relevant agreements governing the transactions (for the sample

selected); and

the amounts of the transactions had not exceeded the relevant
caps as disclosed in the Prospectus.
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SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and
to the best knowledge of the Directors, the Company has maintained
sufficient public float as required under the Listing Rules since the
Listing Date and up to the date of this annual report.

AUDITORS

The financial statements have been audited by Messrs. Deloitte
Touche Tohmatsu (“Deloitte”). A resolution for the re-appointment of
Deloitte as the Company’s auditor will be proposed at the Company’s
forthcoming AGM.

On behalf of the Board
Liu Qingping
Chairman

Hong Kong, 7 March 2011
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THE CODE ON CORPORATE GOVERNANCE PRACTICES

The Company has adopted the code provisions on Corporate
Governance Practices (the “CG Code”) as set out in Appendix 14 to
the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rules”) as its own code of
corporate governance. The directors of the Company (the “Directors”)
consider that since the listing of the shares of the Company on the
Main Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 11 June 2010 (the “Listing Date”) and up to the date
of this annual report, the Company has complied with all the code
provisions as set out in the CG Code.

The Directors are committed to upholding the corporate governance
of the Company to ensure that formal and transparent procedures are
in place to protect and maximize the interests of the shareholders of
the Company.

This report outlines the principles and the corporate governance
practices adopted and observed by the Company from the Listing
Date up to the date of this annual report (the “Period Under Review”).

MODEL CODE FOR DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Directors’ Securities
Transactions (the “Model Code”) as set out in Appendix 10 of the
Listing Rules as its code of conduct regarding directors’ securities
transactions. Directors are reminded of their obligations under the
Model Code on a regular basis. Following specific enquiry by the
Company, all Directors have confirmed that they have complied with
the required standard set out in the Model Code throughout the Period
Under Review.
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BOARD OF DIRECTORS
Board Composition

As at 31 December 2010 and at the date of this annual report, the
Board comprises five executive Directors and three independent non-
executive Directors. The composition of the Board are as follows:

Executive Directors

Mr. Liu Qingping (Chairman)
Mr. Li Dengxiang

Ms. Qi Tongli

Mr. Liu Chunwei

Mr. Zou Shengzhong

Independent Non-executive Directors

Mr. Chan Kin Sang
Mr. Li Yuchun
Mr. Dai Shunlin

The biographical details of all Directors are set out on pages 31 to 34
of this annual report. Save as disclosed in this annual report, none of
the Directors has any other financial, business, family or other material
or relevant relationships among members of the Board.

The composition of the Board is well balanced with each Director
having sound industry knowledge, extensive corporate and strategic
planning experience and/or expertise relevant to the business of
the Group. The executive Directors and independent non-executive
Directors bring a variety of experiences and expertises to the
Company.

Functions of the Board

The principal function of the Board is to consider and approve
strategies, financial objectives, annual budget and investment
proposals of the Group and to assume the responsibilities of
corporate governance of the Group. The Board delegates the
authority and responsibility for implementing day-to-day operations,
business strategies and management of the Group’s businesses
to the executive Directors, senior management and certain specific
responsibilities to the Board committees.
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Board Meetings and Board Practices

The Company adopted the practice of holding Board meetings for
executive Directors regularly throughout the year and at least four
meetings a year for both executive and non-executive Directors.
The Board will also meet on other occasions when a board-level
decision on a particular matter is required. The company secretary of
the Company (the “Company Secretary”) will assist the Chairman to
prepare the agenda of the meeting and each Director may request to
include any matters in the agenda. Generally, at least 14 days notice
would be given for the regular meeting by the Company. The Directors
will receive details of agenda items for decision at least 3 days before
each Board meeting. All Directors will be provided with sufficient
resources to discharge their duties, and upon reasonable request,
the Directors will be able to seek independent professional advice in
appropriate circumstances, at the Company’s expense. The Company
Secretary is responsible for ensuring that the procedures of the Board
meetings are observed and providing the Board with opinions on
matters in relation to the compliance with the procedures of the Board
meetings. All minutes of Board meetings were recorded in sufficient
detail the matters considered by the Board and decisions reached.

As the Company was listed on 11 June 2010, during the Period
Under Review, the Board convened 3 board meetings. Details of the
attendance of Directors are as follows:

EZE2eBRESEER

ARRIATES EFEEANEBEAFESAT
MBI MPTMRIERATESNESTES SR
AleEFRIBTHNR-EEEQAURX—FHIE
RER TEREMKEHIREZRE - ARRZA
g (IAFAwE) SR ERESRRE
BREEHAERFBEAEEMAREZAR AR
A-RRBETEHEHENEI 4R EHRE &
ERRBTRESTEERELIAMKEIHAR
B AEERRE -PIEEERESEN ERAE
TEBR THEAEMERT AIEAERBREX
BYBXER BRBARAAE RAAWEEE
BREEFETEZEF UNETEFSER
BFZ2EERNEFEREER -EFEEE 2L
BERMFANCEERTEEER ZFRNMED
ZIRTE

HRARRE_ZT-—TF XA+ —HB LM ®E
BHEAN EFESAMTSREZE SR SEF
ZHFEFBEWT

No. of meetings

attended/held
Name of Directors BEENS =
Executive Directors WiTES
Mr. Liu Qingping (Chairman) BIBETEE (£/F) 3/3
Mr. Li Dengxiang TEERE 3/3
Ms. Qi Tongli TREZLT 3/3
Mr. Liu Chunwei 2aE A 3/3
Mr. Zou Shengzhong B4Rt 3/3
Independent Non-executive Directors BWUIENITES
Mr. Chan Kin Sang PR fid A 5 A 3/3
Mr. Li Yuchun TEHFEE 3/3
Mr. Dai Shunlin BB £ 3/3

52  International Taifeng Holdings Limited Bl F L2k A R A &)



Corporate Governance Report
TEERBE

Independent Non-executive Directors

In compliance with Rule 3.10(1) of the Listing Rules, the Company has
appointed three independent non-executive Directors representing
more than one-third of the Board. Among the three independent non-
executive Directors, one of the independent non-executive Director,
Mr. Li Yuchun has appropriate related financial management expertise
as required by Rule 3.10(2) of the Listing Rules. The Company has
received from each of its independent non-executive Directors the
written confirmation of his independence pursuant to Rule 3.13 of the
Listing Rules. The Board, based on such confirmation, considers all
independent non-executive Directors independent.

Appointment and Re-election of Directors

Each of the Executive Directors and independent non-executive
Directors has entered into a service contract with the Company for
a term of three years commencing from 11 June 2010, subject to
termination by either party giving the other not less than 3 months’
prior written notice or such shorter period as both parties may agree.
In accordance with the articles of association of the Company, all the
existing Directors shall retire at the forthcoming AGM. All of the retiring
Directors, being eligible, will offer themselves for re-election at the
AGM.

Chairman and Chief Executive Officer

The roles of the Chairman and the Chief Executive Officer are
segregated in order to ensure a balance of power and authority in
the management of the Board and the day-to-day management of
the business. The positions of the Chairman and the Chief Executive
Officer are held by Mr. Liu Qingping and Mr. Liu Chunwei respectively.
Mr. Liu Qingping and Mr. Liu Chunwei are both founders of the Group
and possess rich knowledge and experience of the textile industry.
The Chairman is responsible for the leadership and effective running
of the Board and ensuring that all material issues are discussed by the
Board in a timely and constructive manner. The Chief Executive Officer
is responsible for the management of the day-to-day operations of the
Group’s business and the implementation of the approved strategies
of the Group. In addition, each executive Director is responsible for the
management of the different functions of the business of the Group.
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BOARD COMMITTEES
Audit Committee
Composition

The audit committee of the Company (the “Audit Committee”) has
been established on 21 April 2010 with written terms of reference in
compliance with the CG Code. The Audit Committee comprises three
members, all are independent non-executive Directors, namely Mr.
Li Yuchun (Chairman), Mr. Chan Kin Sang and Mr. Dai Shunlin. The
primary duties of the Audit Committee are to review and supervise
the financial reporting process and internal control procedures of the
Group, nominate and monitor external auditors, and perform other
duties and responsibilities as assigned by the Board.

The Audit Committee has reviewed the audited consolidated financial
statements of the Group for the year ended 31 December 2010 and
the audited interim financial report for the six months ended 30 June
2010, including the accounting principles and practice adopted by the
Group.

During the Period Under Review, the Audit Committee had performed
their primary duties to review and supervise the financial reporting
process and the internal control procedures of the Company and had
also held meetings with the Company’s auditors, Messrs. Deloitte
Touche Tohmatsu (“Deloitte”) without the presence of executive
Directors and management, to discuss the auditing, internal controls
and financial reporting matters of the Company.

Details of the members’ attendance of the Audit Committee meetings
are as follows:
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No. of meetings

attended/held
Name of Directors EENA i FE R
Independent Non-executive Directors BWUIENITES
Mr. Chan Kin Sang PR fid A 5 A 3/3
Mr. Li Yuchun TEEXE 3/3
Mr. Dai Shunlin HEAR ST E 3/3
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Remuneration Committee
Composition

The remuneration committee of the Company (the “Remuneration
Committee”) has been established on 21 April 2010 with written terms
of reference in compliance with the CG Code. The Remuneration
Committee comprises three members, namely Mr. Dai Shunlin
(Chairman), Mr. Li Yuchun and Mr. Liu Qingping, the majority of which
are independent non-executive Directors.

The primary functions of the Remuneration Committee are to make
recommendations to the Board on remuneration of Directors and
senior management and determine on behalf of the Board specific
remuneration packages and conditions of employment for executive
Directors and senior management.

As the Company was listed on 11 June 2010, no Remuneration
Committee meeting was held during the Period Under Review. From
2011 onwards, the Remuneration Committee will conduct meeting at
least once a year.

Nomination Committee
Composition

The nomination committee of the Company (the “Nomination
Committee”) has been established on 21 April 2010 with written
terms of reference in compliance with the CG Code. The Nomination
Committee currently comprises three members, namely Mr. Chan Kin
Sang (Chairman), Mr. Dai Shunlin and Mr. Liu Qingping, the majority of
which are independent non-executive Directors.

The primary function of the Nomination Committee is to make
recommendations to the Board on potential candidates to fill
vacancies or additional appointment on the Board and senior
management. All appointments of directors were nominated by the
Nomination Committee based on considerations including vacancy
available, competence and experience, possession of requisite skills
and qualifications, independence and integrity.

As the Company was listed on 11 June 2010, no Remuneration
Committee meeting was held during the Period Under Review. From
2011 onwards, the Remuneration Committee will conduct meeting at
least once a year.

FMEES
AR

ARrRFEEE ([FHMEZEE]) HBREEST
AIZRER—_FT—FTFMA -+ —HKIL LA
EHETEREEE FHEESh =K E4
o DRI REBIEMEE (EF) FEFELEERE
BVht BRERHDRBULIERTES

fm

FHERG X EREARESRSAEER
FHOEFRELRBER YRREFRER
HOTEBRERTEE AWFHES RIER K
o

HRARRR=ZZF-—FFA+—HFT LM &
FHEZEENOENEARERTEE B _F
——FE - FHZEERELBFHE R

REEES
AR

ARRREREE ([IRRZEBg]) HBREEST
AIZRER_FT—FTFMA -+ —HKIL LA
EHETHEREGEE -REZESRAHA=MNX
MK DRI RREESRE (EF) BIEMEE
RBBEFRE ABOKBERBIIFERNTES-

REZEEZIZRERNERETILSRE
EEERIERREANEZTGREESE -ME
EFZZEUHRBRZEEREBUZR KB
ABEN - 85 B R ABUBERBERERANIEL
SONTERLEEERARRS -

HRARRR=ZZF-—FFA+—HFT LM &
REZEEXOEHEARERTEH -A-F
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ACCOUNTABILITY AND AUDIT

Directors’ and Auditors’ Responsibilities for the Financial
Statements

The Directors acknowledges its responsibility to prepare the Group’s
financial statements for each financial period to give a true and fair
view of the state of affairs of the Group and of the results and cash
flows for that period. In preparing the financial statements for the
year ended 31 December 2010, the Board has selected suitable
accounting policies and applied them consistently, made judgments
and estimates that are prudent, fair and reasonable and prepared
the financial statements on a going concern basis. The Directors are
responsible for taking all reasonable and necessary steps to safeguard
the assets of the Group and to prevent and detect fraud and other
irregularities. The Directors also warrant that the Group’s financial
statements will be published in a timely manner.

The reporting responsibility of the external auditors of the Company on
the financial statements of the Company for the year are set out in the
Independent Auditor’s Report on pages 58 to 59 of this annual report.

Auditors’ Remuneration
During the year, the remuneration paid or payable to the Company’s

auditors, Deloitte, in respect of its audit and non-audit services is set
out below:

BEKEZ
EERGBMBYERRZEE

EEeNTREIREAEESM BB 2%
BER - NEBMAR MR FANEEZIE 2 %R
MEREEERERE-RMUBE_T-FTF+=
A=ZT—RALFEZMBERERE EFECEN
BRSHRELERMER AFE DAMAEM
1 HIE S fh et A RIRFF B S BB REM 5
BER -BFEARMEL—UAEMBENTIR R
BAKEZEE WA ERESHFREMT
EHEBR - BEFETREANEE 2 W BEHE A E
BR5 1) 3%

ARRBIMNEZHEMH AR B ARFERBRR ZF
BEEHNAFIRESEE 598 2 B L BAN ;R

£ -
R T

FA RMEBEEZBRE DA HEN AR B Z
ZEDER 2N T

RMB 000
Types of Services R % 28 7 AR For
Audit services 1Z 81 R 7% 2,583
Non-audit services IEAZ ER TS 187

The above non-audit services include the professional advisory on
taxation and the review of internal control of businesses.
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Internal Control

The Board has overall responsibility for maintaining a sound and
effective internal control system of the Group. While no cost-effective
internal control system can provide absolute assurance against loss
or misstatement, the Group’s internal controls and systems have
been designed to provide reasonable assurance that assets are
safeguarded, operational controls are in place, business risks are
suitably protected, proper accounting records are maintained and
financial information used within the business and for publication are
reasonable and accurate.

During the financial year, the Company has conducted a review of
the effectiveness of the Group’s internal control systems of each
major operating segment of the Company with the assistance of
an independent professional accounting firm. The Directors are of
the view that the existing system of internal control is effective and
adequate to the Group.

INVESTORS AND SHAREHOLDERS RELATIONS

The Board recognises the importance of maintaining clear, timely and
effective communication with Shareholders and investors. The Group
is committed to ensure that the Shareholders and the investors receive
accurate, clear, comprehensive and timely information of the Group
by the publication of announcements, circulars, interim reports and
annual reports. The Company also publishes all documents on the
Company’s website at www.taifeng.cc.

The Board believes that effective communication with the investment
community is essential. The Board continues to maintain regular
dialogues with the investment community to keep them abreast of
the Group’s business and development as well as operating strategy
and prospects. The Annual General Meeting of the Company also
provides a forum for dialogue and interaction with the Shareholders.
The Directors and the committee members are available to answer
questions during the Annual General Meeting.

BB 42

EFeHERAREREBARZAIEFERAE
BERTmORA AN Ak 2 B i R4t
Al RERR R RRL - AR B2 NEHES
REETRFKRAGERIEEERFSIRE 28
EHEA XRBRRGSESERE  FEEE S5
FOSRREBE MR EER M AR S E A
B

AMBFERER ARRE-KBILEXET QA
W Bh T - AR B A BT FI B R & £ R RIFRE
2T TR - EE RS WE NBEFRR
HAKREMEBHEULEH -

REERBRRBAE

EXeRRERREMEREERTEW ERFME
MERBZEZN AEEBNEREREE KRR
BBTBEA BE - PHRERFREDNAEKE
R BW B LERZER - AR B NERA

4B uhwww.taifeng.co T & & #0345 -

EEgRGREREAGNBRIFEZ Bl
BHRFERERYE FHEBERARE RN
B2 BB RIS E B MAT S - NRAB 2K
RABFREMRMTHPRYFLRIRZHIE-
EENERZEERESERRBFAG LOE
hem e
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Deloitte.
= 2]

To the members of

International Taifeng Holdings Limited
BREZRAERQF

(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of International
Taifeng Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 60 to 124,
which comprise the consolidated statement of financial position
as at 31 December 2010, and the consolidated statement of
comprehensive income, consolidated statement of changes in
equity and consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies and other
explanatory information.

Directors’ responsibility for the consolidated financial
statements

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants and the
disclosure requirements of the Hong Kong Companies Ordinance,
and for such internal control as the directors determine is necessary
to enable the preparation of the consolidated financial statements that
are free from material misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with our agreed terms
of engagement and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report. We conducted our audit in accordance with
Hong Kong Standards on Auditing issued by the Hong Kong Institute
of Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance as to whether the consolidated financial
statements are free from material misstatement.
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Independent Auditor’s Report
B %R

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation of the
consolidated financial statements that give a true and fair view in order
to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness
of accounting estimates made by the directors, as well as evaluating
the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Group as at 31 December 2010
and of the Group’s profit and cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards and have
been prepared in accordance with the disclosure requirements of the
Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

7 March 2011
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Consolidated Statement of Comprehensive Income

AEZERER

For the year ended 31 December 2010
HE-_T-—TF+-_A=+—HILFE

2010 2009
—E-=F —EFENEF
Notes RMB’000 RMB’000
Bt AREFT ARKFr
Revenue U 25 9] 1,846,177 1,354,068
Cost of sales $H & P AR (1,206,596) (957,737)
Gross profit E A 639,581 396,331
Other income H AUz A 6 11,275 11,031
Distribution and selling expenses DI MEERX (63,324) (21,609)
Administrative expenses THAZ (47,302) (33,702)
Listing expenses rmEA (20,550) (26,012)
Finance costs B 5 B AN 7 (10,897) (18,950)
Profit before taxation RR 5 A1 3% Al 508,783 307,089
Income tax expense Fris B =< 8 (91,993) (58,801)
Profit for the year and FRRFNRFREZEKE
total comprehensive income FLRC
for the year 9 416,790 248,288
Attributable to: TH A LA
Owners of the Company ZN/NECIE/ Z=WN 416,790 248,288
Basic earnings per share (RMB) SRERAF (A LK) 12 0.468 0.331
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Consolidated Statement of Financial Position

e B R IR R | R

At 31 December 2010
RZZB—ZF+-A=+—H

2010 2009
—E-ZF —ZETNF
Notes RMB’000 RMB'000
B it AR¥ T ARET T
NON-CURRENT ASSETS FEREEE
Property, plant and equipment Y BB KRR 13 473,414 498,630
Prepaid lease payments A EFKIE 14 7,458 7,636
Deposit paid for acquisition of land use ~ BEA T FEREREFT 2
rights and buildings BEf%S 15 61,920 =
Trademark [k 16 6,934 6,934
Deferred tax asset ELERBEE 24 2,699 2,699
Available-for-sale investment AHEERE 17 34,000 =
586,425 515,899
CURRENT ASSETS MEEE
Inventories & 18 139,492 93,075
Trade and other receivables and P LS R R % EL A i W IE
prepayments LA K F8 A5 SR8 19 453,766 280,680
Prepaid lease payments A ERIB 14 179 179
Pledged bank deposits 2R ITER 20 54,451 24,318
Bank balances and cash RITEBR KRS 20 855,664 255,771
1,503,552 654,023
CURRENT LIABILITIES REEE
Trade and other payables and accruals  J& 15 BR 30 & E b & 5 308
LA R FE5T & 21 385,833 203,011
Tax payable JE S R I8 57,662 51,194
Dividend payable FET AR B 11 - 50,000
Amount due to immediate FEAS B B4R IR A R FR I8
holding company ) 22 29,750 =
Bank borrowings RITIEE 23 171,548 162,806
644,793 467,011
NET CURRENT ASSETS nEBEEFE 858,759 187,012
TOTAL ASSETS LESS CURRENT HEERREBAER
LIABILITIES 1,445,184 702,911
NON-CURRENT LIABILITY FREAE
Deferred tax liability BT IEE & 24 37,401 16,710
NET ASSETS EEFE 1,407,783 686,201
CAPITAL AND RESERVES ERRf#E
Share capital A& s 25 88,000 -
Reserves e 1,319,783 686,201
TOTAL EQUITY EREE 1,407,783 686,201

The consolidated financial statements on pages 60 to 124 were
approved and authorised for issue by the Board of Directors on 7
March 2011 and are signed on its behalf by:

Liu Qingping

2EYF

Chairman

E

FOOR124B 2R BV BRERER T ——F =
AFrtHBREEeH AWKRERZ WHATAL
RRESSFHER:

Liu Chunwei
24 &
Director

EF
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Consolidated Statement of Changes in Equity

mERBREH X

For the year ended 31 December 2010
HE-_T-—TF+-_A=+—HILFE

Attributable to owners of the Company

ARRERAES

Share
capital/
paid-in
capital

RE/

(e
RMB 000

AREFT

Share
premium

ReEE
RMB000
ARETFT

Merger
reserve

BHRE
RAMB 000
ANEEFT
(note 26)
(H1i226)

Share-
based
payment
reserve
R
AR E
AMB 000
AREFT
(note 27)
(Hiiter)

Contributions
from
shareholders

Special
reserve

REIRE
AMB 000
AEEFT
(note 26)
(Hii#26)

RREE
RMB000
ANEEFT
(note 26)
(H1it26)

PRC
general
reserve

HE

—-RiE
RMB000
AREFT
(note 26)
(#iit26)

Capital
reserve

EXfGE
RMB 000
NEETFT
(note 27)
(Hiter)

Retained
profits

REEN
RMB 000
ARETFT

Total

@t
RMB000
AREFT

At 1 January 2009
RZZENF-A—-H
Profit and total comprehensive income
for the year
BHREREEREER
Deemed capital contribution
from shareholders
REERFLE
Reversal of deemed capital
contribution arising from change
in repayment schedule
on non-current interest-free
shareholder's loan (ote 7)
EORESFNRE CRREFETRRA
RMEEZRIELE (H:H7)
Effect from group reorganisation
fEsH T2
Transfer
£t
Dividend recognised as distribution
(note 11)
RENEZIRE (Hiit11)

At 31 December 2009 and
1 January 2010
R-BEAE+-AZ+-AR
Z2-Z£-f-H

Profit and total comprehensive income
for the year
BHREREENEER
Capitalisation issue (mote 25)
BB 1T (H1:225)
Issue of new shares (note 25)
BT (#:225)
Listing expenses capitalised
AR ERX
Cost of issuing new shares
BT8R 2R
Deemed capital contribution
from shareholders
REERFLE
Transfer
B
Dividend recognised as distribution
(note 11)

BRNRLRE (Hit11)

At 31 December 2010
RIZ-Z4+-A=+-H

180,000

(180,000)

180,000

or7 13,289 =

5,825

33,371

30,158

51,838

(17,075)

219,688

248,288

(30,158)

(50,000}

499,163

248,288

5,825

(17,075)

(50,000)

180,000

or7 13,289 5,825

63,529

34,763

387,818

686,201

66,000

22,000

(66,000)
431,200
(9,550)

(13,59)

45,711

416,790

(45,711)

(134,000)

416,790

453,200
(9,550)

(13,59)

8,738

(134,000)

88,000

342,054

180,000

977 13,289 14,563

109,240

34,763

624,897

1,407,783
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Consolidated Statement of Cash Flows

= Ao~ —1
MERERER
For the year ended 31 December 2010
HE-_T-ZTF+_A=+—HILFE

2010 2009
—E-ZF ZETNF
RMB’000 RMB’000
AR¥TTT AR FIT
OPERATING ACTIVITIES K
Profit before taxation B 3% Al A 508,783 307,089
Adjustments for: TN IREL AR :
Depreciation of property, M MERZEBETE
plant and equipment 41,078 40,705
Interest expenses B 10,897 18,950
Share-based payment expense VAR 015 3k 2 Bl 2 8,738 5,825
Impairment loss recognised I W AR R HER 2 R EE 15
in respect of trade receivables 495 507
Release of prepaid lease payments R T EFRIE 178 239
Bank interest income RITH BUA (3,494) (843)
Reversal of write-down of inventories 5 & Mom # [E - (1,294)
Interest income from amount due FE NS B sE A B RIE 2 F B WA
from a related company - (5,215)
Loss on disposal of property, HEYF HWEKEEESE
plant and equipment - 8
Operating cash flows before EEESEYH KL ERERE
movements in working capital 566,675 365,971
(Increase) decrease in inventories FE (M) Rk (46,417) 61,699
Increase in trade and other receivables JFE U5 BR % R L th B U SR IE A I
and prepayments TE AT FRIEIE N (173,581) (145,149)
Increase in trade and other payables JE 11 BR 5% B L th FE A SRIE LA 2
and accruals FEST B R N 182,822 22,473
Cash generated from operations REERELE RS 529,499 304,994
Taxation paid B FIE (64,834) (20,089)
NET CASH FROM OPERATING ACTIVITIES &KEX(KE4L2BELFE 464,665 284,905
INVESTING ACTIVITIES BEEE
Interest received B W F 2 3,494 843
Purchase of property, plant and equipment BEWME BEL&E (15,862) 6,781)
Increase in pledged bank deposits B IR IR 1T 7 3R N (30,133) (4,176)
Acquisition of available-for-sale investment BATHEEEE (34,000) =
Deposit paid for acquisition of land use FUEE T E REREF N2
rights and buildings e (61,920) -
Repayment from a related company BENR ZER - 60,629
Refund of prepaid lease payments REITENHERIE - 117
NET CASH (USED IN) FROM REFH (BREEZ
INVESTING ACTIVITIES HEFHE (138,421) 50,632
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Consolidated Statement of Cash Flows

= Q. =9
mERERER
For the year ended 31 December 2010
HE-_T-—TF+-_A=+—HILFE

2010 2009
—E-ZF —ETNEF
RMB’000 RMB’000
AR¥ T AR FT
FINANCING ACTIVITIES BEES
Proceeds from issue of new shares, BT PTISFIE - £k
net of share issue costs f& 15 817 A A 430,054 =
New bank borrowings raised FERITEE 422,929 351,584
Advance from immediate holding company BEEERARRR 29,750 =
Interest paid EENEES) (10,897) (12,582)
Dividend paid B E (184,000) =
Repayment of bank borrowings EERITEE (414,187) (307,069)
Repayment to related companies BEAENRIFIE - (31,402)
Repayment to a shareholder EERRKIE - (180,000)
NET CASH FROM (USED IN) RMEETEHEL ($/H) 2
FINANCING ACTIVITIES ReFE 273,649 (179,469)
NET INCREASE IN CASH AND ReRESEEYEMFE
CASH EQUIVALENTS 599,893 156,068
CASH AND CASH EQUIVALENTS FUOZReRRESEEY
AT BEGINNING OF THE YEAR 255,771 99,703
CASH AND CASH EQUIVALENTS FRZECRASEEY
AT END OF THE YEAR,
represented by bank balances and cash LASRTT 488 R IR © RN 855,664 255,771
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Notes to the Consolidated Financial Statements

e MR R MR

For the year ended 31 December 2010
HE-_T-ZTF+_A=+—HILFE

GENERAL INFORMATION

The Company is an exempted company with limited liability
incorporated in the Cayman Islands on 21 May 2009 under the
Companies Law, Chapter 22 (Law 3 of 1961, as consolidated
and revised) of the Cayman Islands. It is an investment holding
company.

The Company became the holding company of the companies
now comprising the Group on 18 August 2009 through a
corporate reorganisation. The Group, which comprises the
Company and its subsidiaries with principal activities as set out in
note 37, is under the control of the seven Founding Shareholders
(namely Mr. Liu Qingping, Mr. Li Dengxiang, Ms. Qi Tongli, Mr.
Liu Chunwei, Mr. Zou Shengzhong, Mr. Meng Qingli and Mr.
Huang Qige, hereafter collectively referred as the seven Founding
Shareholders) prior to and after the corporate reorganisation.
Details of the corporate reorganisation have been disclosed in the
Company’s prospectus dated 31 May 2010.

The consolidated statements of comprehensive income,
consolidated statements of changes in equity and consolidated
statements of cash flows for the year ended 31 December 2009
which include the results, changes in equity and cash flows of
the companies comprising the Group have been prepared as if
the current group structure had been in existence throughout
that period, in accordance with Accounting Guideline 5 “Merger
Accounting for Common Control Combinations” issued by the
Hong Kong Institute of Certified Public Accountants (‘HKICPA”).

The shares of the Company have been listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) with
effect from 11 June 2010. The addresses of the registered
office and the principal place of business of the Company are
Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Cayman
KY1-1111, Cayman Islands and Room 911, 9th floor, Block A,
Hunghom Commercial Centre, 39 Ma Tau Wei Road, Hong Kong,
respectively.

—REHR

ARBAR—ANR-_ZEZNRFRAA-_T—AR
BEREHRBFERENAE (BEARIERTZ
—NAR—FEHIR) EFR S S ML 2
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MR (BNBIETFEE -FEHEE TRB
Tt BlFEE R BEBELLE RENEE
REREEELNTRERCREIHRR) 2
Hlo - CEBEFNAARBHR-_T—ZF
AA=Zt—HAZHARERARKE-

BE_ZTTNFT _A=+—HLFEZR
AEENGER RAEREHRNGEARE
MER (BRAEEBE T AR X8  #al
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P.O. Box 2681,Grand Cayman KY1-1111,
Cayman Islands 2 & 78 /1.5e 55 58 [El 83951 4T
MEERDABNEBAL——F-
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Notes to the Consolidated Financial Statements

e MR R MR

For the year ended 31 December 2010
HE-_T-—TF+-_A=+—HILFE

66

GENERAL INFORMATION (Continued)

The immediate and ultimate holding company of the Company is
Harvest Sun Enterprises Limited since the date of incorporation
of the Company to 31 May 2010. Harvest Sun is a company
incorporated in the British Virgin Islands which is wholly owned
by the seven Founding Shareholders referred to above.

The consolidated financial statements are presented in Renminbi
(‘RMB”), which is the same as the functional currency of the
group entities and the Company.

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)

In the current year, the Group has applied, for the first time,
the following new and revised standards, amendments and
interpretations (‘new and revised HKFRSs”) issued by the
HKICPA.

HKFRS 2 Group Cash-settled Share-based
(Amendments) Payment Transactions
HKFRS 3 Business Combinations

(as revised in 2008)

HKAS 27
(as revised in 2008)

Consolidated and Separate Financial
Statements

HKAS 39 Eligible Hedged ltems
(Amendments)
HKFRSs Improvements to HKFRSs issued in

(Amendments) 2009
HKFRSs Amendment to HKFRS 5 as part of
(Amendments) Improvements to HKFRSs issued in
2008

HK(IFRIC) — Int 17 Distributions of Non-cash Assets to

Owners

Presentation of Financial Statements
— Classification by the Borrower
of a Term Loan that Contains a
Repayment on Demand Clause

HK - Int 5

The application of these new and revised HKFRSs in the current
year has had no material effect on the amounts reported in the
these consolidated financial statements and disclosures set out in
these consolidated financial statements.
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Notes to the Consolidated Financial Statements

e MR R MR

For the year ended 31 December 2010
HE-_T-ZTF+_A=+—HILFE

2. APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(Continued)

The Group has not early applied the following new or revised
standards, amendments or interpretations that have been issued
but are not yet effective:

HKFRSs Improvements to HKFRSs issued in
(Amendments) 20107

HKFRS 1 Limited Exemption from Comparative
(Amendment) HKFRS 7 Disclosure for First-time

Adopters?

HKFRS 7 Disclosures — Transfers of Financial
(Amendments) Assets?®

HKFRS 9 Financial Instruments?

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

HKAS 24 Related Party Disclosures®

(as revised in 2009)

HKAS 32 Classification of Rights Issues”
(Amendments)

HK(IFRIC) — Int 14 Prepayments of a Minimum Funding
(Amendments) Requirement?®

HK(IFRIC) — Int 19 Extinguishing Financial Liabilities with

Equity Instruments?
HKFRS 1 Severe hyperinflation and removal of

(Amendments) fixed dates for first-time adopters?®

Z Effective for annual periods beginning on or after 1 July 2010 or
1 January 2011, as appropriate.

8 Effective for annual periods beginning on or after 1 July 2010.

& Effective for annual periods beginning on or after 1 July 2011.

o Effective for annual periods beginning on or after 1 January 2018.

9 Effective for annual periods beginning on or after 1 January 2012.

2 Effective for annual periods beginning on or after 1 January 2071.

7 Effective for annual periods beginning on or after 1 February 2010.
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APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(Continued)

HKFRS 9 Financial Instruments (as issued in November
2009) introduces new requirements for the classification and
measurement of financial assets. HKFRS 9 Financial Instruments
(as revised in November 2010) adds requirements for financial
liabilities and for derecognition.

Under HKFRS 9, all recognised financial assets that are within
the scope of HKAS 39 Financial Instruments: Recognition and
Measurement are subsequently measured at either amortised
cost or fair value. Specifically, debt investments that are held
within a business model whose objective is to collect the
contractual cash flows, and that have contractual cash flows
that are solely payments of principal and interest on the principal
outstanding are generally measured at amortised cost at the end
of subsequent accounting periods. All other debt investments
and equity investments are measured at their fair values at the
end of subsequent accounting periods.

In relation to financial liabilities, the significant change relates
to financial liabilities that are designated as at fair value
through profit or loss. Specifically, under HKFRS 9, for financial
liabilities that are designated as at fair value through profit or
loss, the amount of change in the fair value of the financial
liability that is attributable to changes in the credit risk of that
liability is presented in other comprehensive income, unless the
presentation of the effects of changes in the liability’s credit
risk in other comprehensive income would create or enlarge
an accounting mismatch in profit or loss. Changes in fair value
attributable to a financial liability’s credit risk are not subsequently
reclassified to profit or loss. Previously, under HKAS 39, the entire
amount of the change in the fair value of the financial liability
designated as at fair value through profit or loss was presented in
profit or loss.

HKFRS 9 is effective for annual periods beginning on or after 1
January 2013, with earlier application permitted. The Group will
adopt HKFRS 9 for the annual period beginning on 1 January
2013 and they anticipate it will have impact on the classification
available-for-sale investment.

The directors of the Company anticipate that the application
of the above new and revised standards, amendments or
interpretations will have no material impact on the results and the
financial position of the Group.
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BE-_T-—TFE+-_PA=-+—AILEE
3. SIGNIFICANT ACCOUNTING POLICIES EREEE

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited and by the Hong Kong
Companies Ordinance.

The consolidated financial statements have been prepared on the
historical cost basis except for certain financial instruments that
are measured at fair value, as explained in the accounting policies
set out below.

Basis of consolidation

The consolidated Financial Statements incorporate the financial
statements of the Company and entities controlled by the
Company (its subsidiaries). Control is achieved where the
Company has the power to govern the financial and operating
policies of an entity so as to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during
the period are included in the consolidated statements of
comprehensive income from the effective date of acquisition and
up to the effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial
statements of the subsidiaries to bring their accounting policies
into line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses are
eliminated on consolidation.

Merger accounting for business combination involving
entities under common control

The consolidated financial statements incorporate the financial
statements items of the combining entities or businesses in
which the common control combination occurs as if they had
been combined from the date when the combining entities or
businesses first came under the control of the controlling party.

The net assets of the combining entities or businesses are
consolidated using the existing book values from the controlling
parties’ perspective. No amount is recognised in respect of
goodwill or excess of acquirer’s interest in the net fair value of
acquiree’s identifiable assets, liabilities and contingent liabilities
over cost at the time of common control combination, to the
extent of the continuation of the controlling party’s interest.

The consolidated statement of comprehensive income includes
the results of each of the combining entities or businesses from
the earliest date presented or since the date when the combining
entities or businesses first came under the common control,
where this is a shorter period, regardless of the date of the
common control combination.

HEUBRRDEREEGAMASHEM
LU E %ﬁ%ﬁ%%okﬁumAﬁﬁﬁ
ROHINBEMAERZMBRARES LT
MAREB R ARG E 258 %ﬁ%o

AT X FAE S BRI 78 B ISR K
TIRBELAAEERER HEETERTA
BRFEFERRIN

RERBZEE

HEVBERBRARBRARBHESN2E
B(EMBAR) 2HBHK - MARAHE
EEERZVBENEERRIAS HEHNG
28 - RIERAS 12 1 -

HANBAHE B AR 2 EEHAZE
melak BWEEMBHES AREE
HEERAHIE (RERBR) -

NFEE YHMBARMBEHRERIELARE
NeREZEABREREBEMKE AT
KAZERR -

%EE@WQE%ZQ%
RERE R -

faER - AR

PREARZHEREBSH 2EHETE

FeRBRReRhRARZHRZEAA
RERAEH VM BHRERIAR  BUZFE
B ERE R SR EBREEA A

/E\.Eo

HREARZERBIFER 2B EFEIRE
TRBZEBRABEHRE AR EEHH 2
BRBUERZBERAT TR HEEESE
ﬁ#ﬂqEﬁﬁﬁ%%éi”&ﬁ%)\ﬁ@ﬂiuﬁﬁﬁilAUATEQ%U,\
E BERIABBZATFEERNK
1(245 ﬁEu«uﬁE'fTi%ﬁ"

FERANGREERSEEARERAERD
BERFE2IEHEXEREARIEBHE
BERZLRZESZ B (ABREHMRE)
(TEEHREGIRAHZBEM) ZXE-

Annual Report 2010 4 i 69



Notes to the Consolidated Financial Statements

e MR R MR

For the year ended 31 December 2010

HE-_Z—ZF+_A=1+—HILFE
3. SIGNIFICANT ACCOUNTING POLICIES (Continued) EREHE(£E)
Revenue recognition WEHER

70

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable for
goods sold in the normal course of business, net of discounts
and sales related taxes.

Revenue from the sale of goods is recognised when the following
conditions are satisfied:

e the Group has transferred to the buyer the significant risks
and rewards of ownership of the goods;

e the Group retains neither continuing managerial involvement
to the degree usually associated with ownership nor
effective control over the goods sold;

e the amount of revenue can be measured reliably;

° it is probable that the economic benefits associated with the
transaction will flow to the Group; and

e the costs incurred or to be incurred in respect of the
transaction can be measured reliably.

Revenue from sale of goods is recognised when the goods are
delivered and title has passed.

Subcontracting income is recognised when services are
rendered.

Interest income from a financial asset is recognised when it is
probable that the economic benefits will flow to the group and
the amount of revenue can be measured reliably. Interest income
from a financial asset is accrued on a time basis, by reference
to the principal outstanding and at the effective interest rate
applicable, which is the rate that exactly discounts the estimated
future cash receipts through the expected life of the financial
asset to that asset’s net carrying amount on initial recognition.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Property, plant and equipment

Property, plant and equipment including buildings held for
use in the production or supply of goods or services, or for
administrative purposes (other than construction in progress) are
stated at cost less subsequent accumulated depreciation and
accumulated impairment losses, if any.

Depreciation is recognised to write off the cost of items of
property, plant and equipment (other than construction in
progress) over their estimated useful lives and after taking into
account their estimated residual values, using the straight-
line method. The estimated useful lives, residual values and
depreciation method are renewed at the end of each reporting
period, with the effect of any changes in estimate accounted for
on a prospective basis.

Construction in progress includes property, plant and equipment
in the course of construction for production or for its own use
purpose. Construction in progress is carried at cost less any
recognised impairment loss. Construction in progress is classified
to the appropriate category of property, plant and equipment
when completed and ready for intended use. Depreciation
of these assets, on the same basis as other property assets,
commences when the assets are ready for their intended use.

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected
to arise from the continued use of the asset. Any gain or loss
arising on derecognition of the asset (calculated as the difference
between the sales proceeds and the carrying amount of the item)
is included in the profit or loss in the period in which the item is
derecognised.
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3.

72

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Prepaid lease payments

Prepaid lease payments are carried at cost and amortised over
the lease term on a straight-line basis.

Intangible assets

Intangible assets acquired separately and with indefinite useful
lives are stated at cost less any accumulated impairment losses
(see the accounting policy in respect of impairment losses on
tangible assets below).

Gain or losses arising from derecognition of an intangible
asset are measured at the difference between the net disposal
proceeds and the carrying amount of the asset and are
recognised in the profit or loss in the period when the asset is
derecognised.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying asset, which are assets
that necessarily take a substantial period of time to get ready
for their intended use or sale, are added to the cost of those
assets until such time as the assets are substantially ready
for their intended use or sale. Investment income earned on
the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing
costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the weighted average method.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit as reported in the consolidated
statement of comprehensive income because it excludes items of
income or expense that are taxable or deductible in other years
and it further excludes items that are never taxable or deductible.
The Group's liability for current tax is calculated using tax rates
that have been enacted or substantially enacted by the end of
the reporting period.

Deferred tax is recognised on temporary differences between
the carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax bases used in the
computation of taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred tax
assets are generally recognised for all deductible temporary
difference to the extent that it is probable that taxable profits
will be available against which those deductible temporary
differences can be utilised. Such assets and liabilities are not
recognised if the temporary difference arises from goodwill or
from the initial recognition (other than in a business combination)
of other assets and liabilities in a transaction that affects neither
the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries except
where the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference will
not reverse in the foreseeable future. Deferred tax assets arising
from deductible temporary differences associated with such
investments and interests are only recognised to the extent that
it is probable that there will be sufficient taxable profits against
which to utilise the benefits of the temporary differences and they
are expected to reverse in the foreseeable future.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Taxation (Continued)

The carrying amount of deferred tax assets is reviewed at the
end of the reporting period and reduced to the extent that it is no
longer probable that sufficient taxable profits will be available to
allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply in the period in which the liability is
settled or the asset is realised, based on tax rate (and tax laws)
that have been enacted or substantively enacted by the end of
the reporting period.

The measurement of deferred tax liabilities and assets reflects the
tax consequences that would follow from the manner in which
the Group expects, at the end of the reporting period, to recover
or settle the carrying amount of its assets and liabilities. Deferred
tax is recognised in profit or loss, except when it relates to items
that are recognised in other comprehensive income or directly in
equity, in which case the deferred tax is also recognised in other
comprehensive income or directly in equity respectively.

Foreign currencies

In preparing the financial statements of the each individual
group entity, transactions in currencies other than the functional
currency of that entity (foreign currency) are recorded in the
respective functional currency (i.e. the currency of the primary
economic environment in which the entity operates) at the rates
of exchanges prevailing on the dates of the transactions. At the
end of the reporting period, monetary items denominated in
foreign currencies are retranslated at the rates prevailing at that
date.

Exchange differences arising on the settlement of monetary

items, and on the translation of monetary items, are recognised in
profit or loss in the period in which they arise.
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SIGNIFICANT ACCOUNTING POLICIES (Continuead)
Leasing

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership
to the lessee. All other leases are classified as operating leases.

The Group as lessee

Operating lease payments are recognised as an expense on a
straight-line basis over the term of the relevant lease.

In the event that lease incentives are received to enter into
operating leases, such incentives are recognised as a liability.
The aggregate benefit of incentives is recognised as a reduction
of rental expense on a straight-line basis, except where another
systematic basis is more representative of the time pattern in
which economic benefits from the leased asset are consumed.

Retirement benefit costs

Payments made to state-managed retirement benefits schemes
are dealt with as payments to defined contribution schemes
where the Group’s objectives under the schemes are equivalent
to those arising in a defined contribution retirement benefits
scheme.

Share-based payment transactions

Equity-settled share-based payment transactions

The fair value of services received determined by reference
to the fair value of shares transferred at the date of transfer is

expensed on a straight-line basis over the service period with a
corresponding increase in equity (Share-based payment reserve).
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) EREHE(£E)
Financial instruments BT HE

76

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when a group entity
becomes a party to the contractual provisions of the instrument.
Financial assets and financial liabilities are initially measured at
fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities
are added to or deducted from the fair value of the financial
assets or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of
financial assets or financial liabilities at fair value through profit or
loss are recognised immediately in profit or loss.

Financial assets

The Group’s financial assets are classified as available-for-
sale financial assets and loans and receivables. All regular
way purchases or sales of financial assets are recognised and
derecognised on a trade date basis. Regular way purchases
or sales are purchases or sales of financial assets that requires
delivery of assets within the time frame established by regulation
or convention in the marketplace.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial asset and of allocating interest
income over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash receipts
(including all fees paid or received that form an integral part of
the effective interest rate, transaction costs and other premiums
or discounts) through the expected life of the financial asset, or,
where appropriate, a shorter period to the net carrying amount
on initial recognition.

Interest income is recognised on an effective interest basis for
debt instruments.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2010
HE-_T-ZTF+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)

Financial assets (Continued)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are
either designated or not classified as financial assets at FVTPL
loans and receivables or held-to-maturity investments.

Available-for-sale financial assets are measured at fair value at the
end of the reporting period. Changes in fair value are recognised
in other comprehensive income and accumulated in investment
revaluation reserve, until the financial asset is disposed of or is
determined to be impaired, at which time, the cumulative gain
or loss previously accumulated in the investment revaluation
reserve is reclassified to profit or loss (see accounting policy on
impairment loss on financial assets below).

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. Subsequent to initial recognition, loans and receivables
(including trade and other receivables, pledged bank deposits
and bank balances and cash) are carried at amortised cost using
the effective interest method, less any identified impairment
losses (see accounting policy on impairment loss on financial
assets below).

Impairment of financial assets

Financial assets are assessed for indicators of impairment at the
end of the reporting period. Financial assets are impaired where
there is objective evidence that, as a result of one or more events
that occurred after the initial recognition of the financial asset,
the estimated future cash flows of the financial assets have been
affected. Objective evidence of impairment could include:

e  significant financial difficulty of the issuer or counterparty; or

o breach of contract, such as, default or delinquency in
interest or principal payments; or
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3.

78

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continueqd)

Financial assets (Continued)

Impairment of financial assets (Continued)

° it becoming probable that the borrower will enter bankruptcy
or financial re-organisation; or

e the disappearance of an active market for the financial asset
because of financial differences.

An impairment loss is recognised in profit or loss when there is
objective evidence that the asset is impaired, and is measured
as the difference between the asset’s carrying amount and the
present value of the estimated future cash flows discounted at
the original effective interest rate.

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the exception
of trade receivables, where the carrying amount is reduced
through the use of an allowance account. Changes in the
carrying amount of the allowance account are recognised in profit
or loss. When a trade receivable is considered uncollectible, it is
written off against the allowance account. Subsequent recoveries
of amounts previously written off are credited to profit or loss.

If, in a subsequent period, the amount of impairment loss
decreases and the decrease can be related objectively to an
event occurring after the impairment losses was recognised, the
previously recognised impairment loss is reversed through profit
or loss to the extent that the carrying amount of the asset at
the date the impairment is reversed does not exceed what the
amortised cost would have been had the impairment not been
recognised.

For an available-for-sale equity investment, a significant or
prolonged decline in the fair value of that investment below its
cost is considered to be objective evidence of impairment.

Impairment losses on available-for-sale equity investments will not
be reversed in profit or loss in subsequent periods. Any increase
in fair value subsequent to impairment loss is recognised directly
in other comprehensive income and accumulated in investment
revaluation reserve.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)
Financial liabilities and equity

Financial liabilities and equity instruments issued by a group
entity are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial
liability and an equity instrument.

An equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of its
liabilities.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash payments
through the expected life of the financial liability, or, where
appropriate, a shorter period.

Interest expense is recognised on an effective interest basis.
Financial liabilities

The Group’s financial liabilities including trade and other
payables, dividend payable, bank borrowings and amount due
to immediate holding company are measured at amortised cost,
using the effective interest method.

Equity instruments

Equity instruments issued by the Company are recorded at the
proceeds received, net of direct issue costs.

Derecognition

Financial assets are derecognised when the rights to receive
cash flows from the assets expire or, the financial assets are
transferred and the Group has transferred substantially all the
risks and rewards of ownership of the financial assets. On
derecognition of a financial asset in its entirety, the difference
between the asset’s carrying amount and the sum of the
consideration received and receivable is recognised in profit or
loss.

Financial liabilities are derecognised when the obligation specified
in the relevant contract is discharged, cancelled or expires.
The difference between the carrying amount of the financial
liability derecognised and the consideration paid and payable is
recognised in profit or loss.

BEREHE (&)
B ITR (&)
BBERRKA

HEEERRT MBABREATATR
PRI 2 B RRHRNE  ART K8 E R
ATAZERFEHDRE

BATAREMNEARKERNGKEMRE A
EREBEERBEE 2EH -

BRI B%

ERMNEEZRAEVBEBERERARRE
AR EMER 25 Z BRI R
R BAEZ B AERF (1ER) &
RHRBERRRGA RRRS MR ZH X

MEFXIRERM B EERER
HHRE

AEB 2 M B ABBERMNRRMEBER
RE BAKRE RTEERENERER
NEFRIA - TIH A BERR R BORIR A AR

s
KATA

RRBETZRATRRE WAEIENSR
BERETRAAR.

AU B

EMBEERIRSREZEND Em - X
MHBEECHRMASEESERUBEE
BRBERZEBRE DR RN D RER - A&
ERVBEE N2 R IERMBEER
BEFRMERCUEEBEREBENZEZE
BMEBmPER-

MIBRABRAREE XM AR EERER I
H K E B AR LR o IR L TER 2 IS B
BeEAEEENRENREzZEERS
AR

Annual Report 2010 4 79



Notes to the Consolidated Financial Statements

e MR R MR

For the year ended 31 December 2010
HE-_T-—TF+-_A=+—HILFE

3.

80

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continueqd)
Impairment loss on tangible assets and intangible assets

At the end of the reporting period, the Group reviews the carrying
amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have suffered
an impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent
of the impairment loss, if any. In addition, intangible assets with
indefinite useful lives are tested for impairment annually, and
whenever there is an indication that they may be impaired. If the
recoverable amount of an asset is estimated to be less than its
carrying amount, the carrying amount of the asset is reduced to
its recoverable amount. An impairment loss is recognised as an
expense immediately.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of
its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have
been determined had no impairment loss been recognised for
the asset in prior periods. A reversal of an impairment loss is
recognised as income immediately.

KEY SOURCES OF ESTIMATION UNCERTAINTY

The key sources of estimation uncertainty at the end of the
reporting period that may have a significant risk of causing
a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are disclosed below.

Estimated allowance for receivables

Management regularly reviews the recoverability of trade and
other receivables. Allowance for these receivables is made based
on the evaluation of collectability and on management’s judgment
by reference to the estimation of the future cash flows discounted
at an effective interest rate to calculate the present value.

A considerable amount of judgment is required in assessing
the ultimate realisation of these debtors, including their current
creditworthiness. If the actual future cash flows were less
than expected, additional allowance may be required. As at
31 December 2010, the carrying amount of trade receivables
is RMB360,806,944 (net of allowance for doubtful debts
of RMB1,541,094) (31 December 2009: carrying amount
of RMB183,724,130 net of allowance for doubtful debts of
RMB1,047,478).
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4.

KEY SOURCES OF ESTIMATION UNCERTAINTY (Continued)
Inventory valuation method

Inventory is valued at the lower of cost and net realisable value.
Cost is determined using the weighted average method. The
net realisable value is estimated by reference to selling price
of inventory subsequent to the end of the reporting period.
The Group reviews its inventory levels in order to identify slow-
moving merchandise and use markdown to clear merchandise.
If the actual selling prices of inventory were less than expected,
additional allowance may be required.

As at 31 December 2010, the carrying amount of inventories is
RMB139,491,812 (net of provision for stock of RMB12,092,951)
(2009: carrying amount of RMB93,074,958 net of provision for
stock of RMB12,092,951).

REVENUE AND SEGMENT INFORMATION

The Group determines its operating segments based on the
reports regularly reviewed by the board of directors, who are the
chief operating decision makers, for the purpose of allocating
resources to segments and assessing their performance.

The Group’s revenue are all generated from its PRC subsidiaries
which has two operating segments, the manufacture and
distribution of cotton yarns and bedding products. The segments
are managed separately as each business offers different
products and requires different information technology systems
and marketing strategies. The following summary describes the
operations in each of the Group’s operating segments.

The manufacture and distribution of cotton yarns segment
refers to the operation of cotton yarns tailored to the specific
requirements of customers, such as different texture, thickness,
sheen and elasticity. Its income mainly comprises sales revenue
of cotton yarns to textile manufacturers in both the domestic and
overseas markets. Cotton yarns are used in the production of
cotton textile which is used in garments and furnishings.

The manufacture and distribution of bedding products segment
refers to the manufacture and distribution of bedding products
such as bed covers, flat sheets, pillow cases, bed sheets and
quilt covers, as well as combination sets of such bedding
products. Its income mainly comprises sales revenue of bedding
products from products sold under the “TAIFENG” brand in the
People’s Republic of China (the “PRC”) market and products sold
to overseas OEM customers under their international brands.

No segment information of liabilities is provided to the chief
operating decision makers for the assessment of performance of
different segments. Therefore, only segment revenue, segment
profit and segment assets are presented.
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5. REVENUE AND SEGMENT INFORMATION (Continued)

An analysis of the Group’s segment revenue profit and assets by

operating segment is as follows:

5. KWERIBEHR (&)

AEBEREEDBHEAD ZNT

BEZOWMWT:

Dk

BU &

Bl
5
2t
ol

For the year ended 31 December 2010

BE-Z-ZE+-A=+-HLFE
Manufacture
Manufacture and
and distribution Inter-
distribution of of bedding Sub segment  Consolidated
cotton yarns products total elimination total
BER BER
DEHBY 2R M Mt AHEEE Remst
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBFT  ARETT ARETr AREFT ARETR
Revenue from external REIMIER 2 e
customers 986,919 859,258 1,846,177 - 1,846,177
Inter-segment sales AEEEE - 2,804 2,804 (2,804) =
Segment revenue GaRi ey 986,919 862,062 1,848,981 (2,804) 1,846,177
Segment profit aR=ibil 174,988 409,618 584,606 (2,804) 581,802
Segment assets as at RZE—ZF+_-A
31 December 2010 =t—BzHHEE 680,769 430,654 1,111,423 - 1,111,423

Amounts regularly provided to the chief operating decision

makers and included in the measure of

assets:

Addition to non-current assets
(note)

Depreciation of property, plant
and equipment

Release of prepaid lease
payments

Impairment loss recognised in
respect of trade receivables

segment profit and

AERBEE
(Hist) 73,847
nE BELRENE
(38,960)
BRBNEERE
(178)
HERER BRI ZREESE
495

2

EHRETFIZLERRELEAEN A
MEBEERGTAZRIEA:

3,313 77,160 - 77,160
(427) (39,387) = (39,387)
- (178) - (178)

- 495 = 495

Note: Non-current assets excluded financial instruments and deferred

tax asset.
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For the year ended 31 December 2010
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REVENUE AND SEGMENT INFORMATION (Continued)

5. WERkoIMBER (F)

For the year ended 31 December 2009
BE_ZTNEt_A=1—RILEE

Manufacture
Manufacture and
and distribution Inter-
distribution of of bedding Sub segment  Consolidated
cotton yarns products total elimination total
ER R
PEEY ok i) N @ HHEEE e
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ANREFT AREFT AREFT AREFT AREF T
Revenue from external REMNFEP 2 W
customers 736,938 617,130 1,354,068 - 1,354,068
Inter-segment sales NEEEE - 1,058 1,058 (1,058) -
Segment revenue ARzl 736,938 618,188 1,355,126 (1,058) 1,354,068
Segment profit o= il 79,919 298,097 378,016 (1,058) 376,958
Segment assets TNETZRA
as at 31 December 2009 _+ AznHEE 663,438 192,179 855,617 - 855,617

Amounts regularly provided to the chief operating decision
makers and included in the measure of segment profit and
assets:

Addition to non-current assets  RAIZEREN L E

(note) (HizE) 6,302
Depreciation of property, mE BERRERE

plant and equipment (38,923)
Reversal of written-down of FEMREE

inventories 1,294
Release of prepaid BB EERE

lease payments (224)
Impairment loss recognised SR SRR

in respect of HEEE

trade receivables 507

Pl

EHRHTEIZRERRE B EFEDBE

MR B ERET A ZRIA
22 6,324 - 6,324
(363) (39,286) - (39,286)
- 1,294 - 1,294
= (224) = (e24)
- 507 - 507

Note: Non-current assets excluded financial instruments and deferred
tax asset.

Kiag: SERBEETEREMITAREERIBEEA
Eo
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5. REVENUE AND SEGMENT INFORMATION (Continued)

(a)

(b)

Performance of the operating segments is measured based
on segment profit. Income tax expense is not allocated to
operating segments.

Reconciliation of segment profit

Segment profit represents the profit caused by each
segment without the allocation of central administrative
costs, listing expenses, interest income and interest
expenses. This is the measure reported to the chief

Wk o BER (&)

(a)

(b)
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it F 5 & BRI AR 2 Boh RITIR
EX$ EWmER - MBWRARNEFX
RIFFEL G ARBEISAER
LERRANERD B R ARE G

84

operating decision makers for the purpose of resource ERRE 2 B EE -
allocation and assessment of segment performance.
Segment profit are reconciled to profit before taxation of the 73 5B e 1) B 7S 5% [5 BR A% Al A 2 ¥ BR 40
Group as follows: T
2010 2009
—E-ZF —ETNF
RMB’000 RMB’000
ARB¥FT AEET T
Total segment profit 7 BB 4 FI| 42 RE 581,802 376,958
Unallocated income: RoBEWA
Interest income B WA 3,494 6,058
Other income HAtb e A 97 534
Unallocated expenses: ROBEHZ
Depreciation of property, Y BB KR EITE
plant and equipment (1,691) (1,419)
Release of prepaid lease payments bR TR T E IR - (15)
Interest expenses F BRI X (10,897) (18,950)
Listing expenses ETmEA (20,550) (26,012)
Other expenses HAth B X (43,472) (30,065)
Profit before taxation B 2% AT A 508,783 307,089
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5.

REVENUE AND SEGMENT INFORMATION (Continued) 5. WBEEIBER (£)

(c) Reconciliation of segment assets (c)

The assets of the Group are allocated to operating
segments based on the operations of the segments.
However, property, plant and equipment, deferred tax asset,
other receivables and prepayments, pledged bank deposits
and bank balances and cash, are either not allocated or not
entirely allocated to the segments.

Segment assets are reconciled to total assets of the Group

DEEEZHIR

AEB 2 EEIRBEDBEBIEER
IR B E - H o B YR IR R TR SRR
BEHEMRTER ROTERLESAE

DHRBETEDEHREDH -

okt

DHEERAREREE ZHRNT

as follows:
2010 2009
—E-ZF —ETNF
RMB’000 RMB’000
AR¥T T AR TF T
Total segment assets DERE ERRRE 1,111,423 855,617
Unallocated assets: RAOMEE:
Property, plant and equipment VI WS KR 20,468 21,535
Deferred tax asset FIEFIAE E 2,699 2,699
Available-for-sale investment A HERE 34,000 =
Other receivables and H b pE U k8 A R FB A )08
prepayments 11,272 9,982
Pledged bank deposits PR ITER 54,451 24,318
Bank balances and cash RITEBREIRE 855,664 255,771
Total assets per consolidated HREMBRARKMTEERE
statements of financial position 2,089,977 1,169,922

Annual Report 2010 4 85



Notes to the Consolidated Financial Statements

e MR MR

For the year ended 31 December 2010
HE-_T-TF+-_A=+—HILFE

5. REVENUE AND SEGMENT INFORMATION (Continued) 5. WEEIBER (&)

(d BERtEzZEH

(d) Information about geographical areas

TREEARER AN TFiRBET
B8l (TwmEmRR) 2 Wam 5 o

The following table provides an analysis of the Group’s
revenue from external customers by geographical market,
irrespective of the origin of the goods.

Turnover by
geographical market

86

RiENSE S 2 EEE
2010 2009
—E-BF —ZETNF
RMB’000 RMB’000
AR¥TTT AREFor
PRC (country of the domicile) R (FEf i) 1,680,331 1,255,636
United States & Brazil EEEER 103,010 77,193
Australia, Japan & Malaysia SN B K 5 R P e 34,524 10,560
Europe &R 9,853 2,388
Hong Kong & Macau BB KRB 18,459 3,584
Others Efb - 4,707
1,846,177 1,354,068

The Group’s non-current assets exclude deferred tax asset
and available-for-sale investment are all located in PRC.
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HE-_Z—ZF+_A=1+—HILFE
5. REVENUE AND SEGMENT INFORMATION (Continued) 5. WBERIBEH (&)
(e) Information about major customers (e) FBEEFZEH
The revenue from the Group’s largest customer which BEZ—ZTFRZZTETNFTA
was derived from both cotton yarns and bedding products =ETF— E JJ:$J+ P= $’§ E 184 K&K
segments was approximately RMB250,583,000 and mAHIERARP Z2REmS RO BAR
RMB214,807,000, representing 13.6% and 15.9% of the #250,583,0007T M A & #214,807,000
total sales of the Group for the years ended 31 December DAEERAEBEHEELEZ
2010 and 2009, respectively. 13.6%}215.9% °
In addition to the largest customer, there was a customer BREABEPIN —ZBREBKmD AR
in bedding products segment with revenue contributing PREZ-ZZ—ZFTF+-_H=+—8H
approximately RMB184,493,000 representing 10.0% EEFEREZREAAEBEREZHNARE
to the total revenue of the Group for the year ended 31 184,493,0007T * Bl BB B BL4910.0% °
December 2010. For the year ended 31 December 2009, BE_ZTThF+-HA=1+—H JJ:¢
there were two customers in the bedding products segment E MERmOBIBEPREEZZ
contributing about 13.2% and 10.1%, respectively, to the %;jlﬁ TZAE=ET—BLEFEREZ uﬁl
total revenue of the Group for the year ended 31 December Al AL B EFEERMA13.2%
2009. The revenue from those two customers was &1 0.1% cZMBEF 2 W=D Al
approximately RMB178,164,000 and RMB136,969,000, 45 NR#178,164,0007T & A R #&
respectively. 136,969,0007T °
6. OTHER INCOME 6. HfugA
An analysis of the Group’s other income is as follows: AEEEMPAZ DN :
2010 2009
—E2-ZF —ZETNF
RMB’000 RMB’000
AR FTT ARET T
Gain on disposal of scrap materials & BER 2 W as 7,099 4,416
Bank interest income ER1T A B UA 3,494 843
Subcontracting income 2BWA 162 9
Others HAh 520 548
Interest income on amount due FEW —FEIRAE A Rl RIB 2
from a related company (Note) FEWA (K EI ) - 5,215
11,275 11,031

Note:

The interest income on amount due from a related company
represented the interest charged on the outstanding balance due
from Taifeng Textile Group Company Limited (“TTG”) 2= 2 45 4%
S£EBMRAF, in which Mr. Liu Qingping (“Mr. Liu”), a director
of the Company, had significant influence before 7 July 2009.
The directors of the Company are of the opinion that TTG has
become an independent third party since 7 July 2009 as Mr. Liu
has no significant influence since his resignation as a director of
TTG at that date.

Afat: RN —EREE R B I 2 M B AFE

WEEHBEEERAR ([FEHHBE
| ARREFZNEFLEE([BEE]D
R-ZEZNFLALHAEZARERE
Kgﬁﬂ)ﬁ BRI Z 7 B o AR 2
EEB_ZETNFEALAEREREN

%%EZé% HARREERR FEH
BEBEENZAEKSBLE=]T] -
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BE_Z2—ZF+-_A=+—BIEE
7. FINANCE COSTS 7. BBERA
2010 2009
T—BF —FETNF
RMB’000 RMB 000
AR FT N
Interest on: T &IEZFIE
Bank and other borrowings wholly ARAFABEEEZZRITR
repayable within five years HMEE 10,637 12,582
Amount due to immediate FES B4R R A R 3R IE
holding company 260 =
Imputed interest expense AR ERRERZHE
on non-current interest-free FMEFRZ (W)
shareholder’s loan (Note) - 6,368
10,897 18,950

88

Note: The imputed interest expense arose from an interest-free

shareholder’s loan with a principal amount of RMB180,000,000
which was scheduled to be repayable by the end of October
2010. However, the Group early repaid the loan in June 2009
and the respective accrual of imputed interest expense up
to the repayment date of approximately RMB6,368,000 was
charged to profit or loss. The difference between the principal
amount and the carrying amounts of the loan of approximately
RMB17,075,000 which represented the interest to accrue from
July 2009 to October 2010 was adjusted to the capital reserve in
June 2009 due to the earlier repayment of such loan.

International Taifeng Holdings Limited B9% 2= £ 425 AR A &

Hrat: R EH R B

SHYIXBAASEAARE
180,000, OOOEZ%Qﬁx%ﬁmFﬁFi
ZEEREHER = —ZF+ AIKAE
B o R AEBRZZTNE/N AIRAIE
BER &&xaﬁﬁ%@!@uﬁléﬁﬁiz
*HF«%FE#EW?AE%% 368 000TTE#E48

A - HRNRRTEZ B BERASEE
EEIPEWEZF?Z%%M@/\EMW 075,000
TL(ER=ZZZAFLRAE=-Z—ZTF+
BHREEAZAE)ER T AF A
ARETERNFEE-
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HE-_TTF+_A=+—HILFE

8.

INCOME TAX EXPENSE

8. FEBHEX

2010 2009
—E-ZF —ZETNF
RMB’000 RMB 000
AR¥T T AR T
Tax charge represents: RIEmM X IE
Current tax: B EAFH IR
The People’s Republic of China (“PRC”) REE AR ([HE])
Enterprise Income Taxation (“EIT”) PEEH
(TeEEPIEH]) 71,302 46,583
Deferred tax (note 24): EIEFRIE (K it24)
Current period NS 20,691 12,218
91,993 58,801

No provision for Hong Kong taxation has been made as the
Group’s income neither arises in, nor is derived from, Hong
Kong.

Under the law of the People’s Republic of China on Enterprise
Income Taxation (the “EIT Law”) and Detailed Implementation
Rules of the EIT Law, the standard tax rate of the PRC
subsidiaries is 25% from 1 January 2008 onwards.

Pursuant to the relevant laws and regulations in the PRC,
Shandong Taifeng Textile Company Limited (“Shandong Taifeng”),
one of the major subsidiaries, was entitled to exemption from the
PRC EIT from its first two profit-making years of operation and
thereafter, it is entitled to a 50% relief from the PRC enterprise
income tax for the following three years. The first profit making
year of Shandong Taifeng is the year of 2006. Accordingly,
Shandong Taifeng was entitled to a relief from EIT by 50%
reduction from 2008 to 2010 with effective tax rate of 12.5%.

HRAEBEZ WAL EREBELRKEE
B MW EETRB B AEE -

BREEFEARKMBEEERESHE ([FH
ED) RFBURB RG] BB QR E
RzBREREH _ZTTN\F-—A—BHER
25% °

BEFBEABEEERY AEE—HEE
MEBARILURFLHHBEERAF ([1LESE
2 EEEEEMALENEEFERA R
A1 PSR E 1% AT E50% R Bl 1 3
MR =F lLRFLEH5AERNFEE
BT RF A ILRFEAR_ZZN
FE_T-TEEORZCEMERBE
B EA12.5% °
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BHE_Z—ZF+_A=+—RHIFE

8. INCOME TAX EXPENSE (Continued)

The tax charge for the years can be reconciled to the profit
before tax per the consolidated statements of comprehensive

income as follows:

8. FEBiF< (&)

FABAFAXELES
i A E BRAN T

2 W e R PR R B A

2010 2009
—E-2F —ETNF
RMB’000 RMB’000
AR¥ T AEET T
Profit before tax B A% AT A 508,783 307,089
Tax at PRC EIT rate of 25% BRI P EMSHTE25%
AEZHE 127,196 76,772
Tax effect of expenses not deductible DA 2 H g &
for tax purpose 13,322 1,456
Tax effect of tax losses not recognised AERRIBBIE B GETE 1,830 429
Tax effect of withholding tax arising R B B B A B R 9k g )
on undistributed profits of FREAETRNT 2 TG B
the PRC subsidiaries 20,691 11,894
Tax effect of deductible temporary MIFEBRERER Z AT
difference recognised TREEE BB E
on allowance on inventories - 324
Effect of concessionary tax rate granted IWRFEEEERE &
to Shandong Taifeng (71,046) (82,074)
Tax charge for the year FARIARZ 91,993 58,801
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HE-_T-TF+_A=+—HILFE

9. PROFIT FOR THE YEAR 9. FREF
2010 2009
—E-ZF —ETNF
RMB’000 RMB’000
AR¥T T ARSTF T
Profit for the year has been arrived FRENEMHRIATIER :
at after charging:
Directors’ emoluments (note 10) BEMe (At10) 11,799 6,759
Other staff salaries and benefits H b 8 T 3 & & Tl 94,951 73,343
Retirement benefit scheme contributions,  RAKREH 2R (T B
excluding those of directors MEBEERZHF) 3,426 3,094
Total staff costs BB TR 110,176 83,196
Auditor’s remuneration ZH A & 2,583 1,617
Depreciation of property, Y BB KRBT E
plant and equipment 41,078 40,705
Release of prepaid lease payments fE bR B T E SR 178 239
Loss on disposal of property, HEWE - HE&ELE
plant an equipment Z B8 - 8
Impairment loss recognised B FE UL BR SR AE R
in respect of trade receivables 2B IBEEE 495 507
Net exchange loss E X BB TR 5,727 398
Cost of inventories recognised ERAEAX CFEKAR
as an expense 1,206,596 957,737
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10. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS 10. EEREEEHFM
Directors 25
Details of the emoluments paid to the directors of the Group for FARADNFAREBEEZ2MEFEBOT

the years are as follows:

Year ended 31 December 2010 BEZ2—_ZE—ZF+_-_A=1+—HLEE
Retirement
Salaries Benefits
and other Scheme  Share-based
Fees allowances Contributions payment Total
RKBF
e HeRHM2E TEMEY ROAREX @5t

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBFL  ARETR  ARETn  ARETZ  ARETZ

Executive directors: BITEE.
Mr. Liu Qing Ping AETRE - 671 15 8,738 9,424
Ms. Qi Tong Li TREZL - 508 12 - 520
Mr. Liu Chun Wei BammEsE - 549 12 - 561
Mr. Li Deng Xiang TEHLE - 475 12 - 487
Mr. Zou Sheng Zhong PEREE - 510 12 - 522
Independent non-executive BYFHITES:
directors:
Mr. Chan Kin Sang PR 173 - - - 173
Mr. Li Yu Chun ZIERE 56 - - - 56
Mr. Dai Shun Lin BB T 56 - - - 56
285 2,713 63 8,738 11,799
Year ended 31 December 2009 BE_ZZNF+_A=+—HILFE
Retirement
Salaries Benefits
and other Scheme Share-based
Fees allowances  Contributions payment Total
\ HeR  RAER |
e H )28k FEER  ROMNFEX FoE
RMB 000 RMB 000 RMB 000 RMB 000 RMB'000
AREFT AREFT ANREFT AREFT AREFT
Executive directors: YTEE:
Mr. Liu Qing Ping AEFRE - 231 14 5,825 6,070
Ms. Qi Tong Li TREZ T - 147 11 - 158
Mr. Liu Chun Wei B - 211 11 = 222
Mr. Li Deng Xiang FEHEE - 142 11 - 153
Mr. Zou Sheng Zhong FEBREE - 145 11 - 156

= 876 58 5,825 6,759
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BE—

Z—ZEF_A=+—HILFE

10.

11.

DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS (Continued)
Employees

During the year ended 31 December 2010, the five highest paid
individuals of the Group included four executive directors (2009:
one director). The remuneration of the remaining one (2009: four)
individuals for the year are as follows:

10. EEREEHFM (2)

=]
REBE_FT-—ZFF+_A=1t—HLEFE"
$$l£% SEHEMALERNERTES

SEEAE —REE) FRABRTRA
L (ZFTAF W) ZHMOT

2010 2009

—E-FF —ETAF

RMB’000 RMB 000

ARB#TF T AR T

Salaries and other allowances e & EAnERL 520 1,267
Retirement benefit scheme contributions ROKAE FI T B 50 3 19
523 1,286

Note: The emolument of each of the above employees is below
HK$1,000,000 (equivalent to approximately RMB880,000).

During the year, no emoluments were paid by the Group to any
of the directors or the five highest paid individuals (including
directors and employees) as an inducement to join or upon
joining the Group or as compensation for loss of office. None of
the directors waived any emoluments during both years.

DIVIDENDS/DIVIDEND PAYABLE

In accordance with a resolution in writing of the shareholders
of the Company passed on 28 November 2009, the Company
declared special dividend of RMB50,000 per share, amounting
to an aggregate of RMB50,000,000, to the original shareholders
(“Original Shareholders”) prior to its initial public offering in
June 2010. In accordance with a resolution in writing of the
shareholders of the Company passed on 25 January 2010, the
Company declared special dividend of RMB80,000 per share,
amounting to an aggregate of RMB80,000,000 to the Original
Shareholders prior to its initial public offering in June 2010.

The Board has declared an interim dividend of RMB54,000,000
with RMB0.054 per share to shareholders on the Register of
Members of the Company on 3 September 2010. The dividend
was declared in RMB and was converted into Hong Kong Dollars
based on the official exchange rate of RMB against HK$ as
quoted by the People’s Bank of China on 3 September 2010
before being paid to the shareholders.

11.

Hiet - LA L& BB 2 % B 4 5#M,000,0005 7T
(#9488 » AR %880,0007T) °

RER AEEYEREAESHAERS
FAL (BRESIER) XM R
R 5|15 % pN B S AN AN £R (B By 2 2R sl B B
BEfE - OREFER - WEE FHEREEW
e -

BB, EARE

BEARRBRERZEZAF+—A=+AN
HBBZEERER ARRAIRZZE—ZF
NAEBERARESIRIRAKE ([RA
B8R | ) B R FF Bl iR B &A% A R %50,0007T -
&+ A R #50,000,0007T © 18 3 A A 7] AR B
RZE—ZEF—A-+HARBAZEER
%§;$ AR _E—ZFENAEE AR
EaMRBRESIREREERARE
80,0007[: 4 # A R #80,000,0007T °

EZgEmMAN_T-—ZEFNAA=ARIIX
NARRAMZBRIAFHEEARE
54,000,0007C ' F IR A R #5.453 < R BIA A
REE M LA TR A - 308 70 @ AR S A
FIEPBARRITR -_ZE—FFNA=BM
BARBLBTZENERA BB
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11. DIVIDENDS/DIVIDEND PAYABLE (Continued) 1. BRE EARE (&)
The Board has declared a final dividend of RMB0.113 per share EEes R _E—F~A=-t+t=-—HMRAR
be payable on 22 June 2011 to the shareholders on the Register —E——F R A - THRBIARBRERAMH
of Members of the Company on 20 May 2011. The proposed ZIRER T REANE BB IR AR EE0.1137T - ##
dividend payments are subject to approval by the shareholders DIRIREBREEERCRERAERS &
of the Company at the forthcoming annual general meeting and Rt WA ARBITR T ——F
are payable in Hong Kong Dollars based on the official exchange NAT=ZHFRARBELBTCEHERH
rate of Renminbi against Hong Kong Dollars as quoted by the BEEBIT
People’s Bank of China on 13 June 2011.
12. BASIC EARNINGS PER SHARE 12. BREEXZER
The calculation of the basic earnings per share attributable to the EBHEEARNTIEAE AELERERNRER T
owners of the Company for the year are based on the following RIATERHE -
data:
2010 2009
—E-2F —ETNF
RMB’000 RMB'000
AR¥FT AEET T
Profit for the year attributable NA BB A E AT
to owners of the Company 416,790 248,288
‘000 ‘000
FiE FHE
Weighted average number of BT EERERRF 2
ordinary shares for the purpose of B AR AR 17 A4
basic earnings per share T2 H 889,726 750,000
The weighted average number of ordinary shares used in the HEHIFI - ZEZhAhE+_A=+—HIEE
calculation of basic earnings per share for the year ended 31 2 SIRE AR B R B E 2 m IR inRE e 2
December 2009 has been adjusted for the 749,999,000 shares BEERREBEENLETT (FLREN 725 &
issued on 21 April 2010 pursuant to the capitalisation issue HFER—_ZTETENE—BF—HZB4S RN _ZF—
(see note 25) which was assumed to occur at 1 January 2009 THEP A =+ —H B %17,2749,999,0008% A%
together with 1,000 shares then in issue. 7 [F] & R 2 3817 21,000/ AR 10 FH 2 o
No diluted earnings per share is presented for both years as ARMEAFEE 2B BT @EARIRMD I EEE
there were no potential ordinary shares in issue. T2 WAE 2 MRE R 2 SRR EE R -
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BE

—E-FEI-A=+—BILEE

13. PROPERTY, PLANT AND EQUIPMENT

13. ¥ WMERRE

Construction
Plant and Office Motor in
Buildings equipment equipment vehicles progress Total
EF BERRE BARE RE EEIR @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AREFT AREFTT AREFT AREFTT AREFTT AREFT
COST B
At 1 January 2009 ZTTHhE-R—A 55,469 578,929 3,033 377 2,774 640,582
Additions il - 1,919 707 - 4,155 6,781
Transfer ] 6,929 - - - (6,929) -
Disposal e - - (10) - - (10)
At 31 December 2009 —ZTNF+=-A=1+—H 62,398 580,848 3,730 377 - 647,353
Additions il 13,183 1,769 226 - 684 15,862
Transfer b 684 - = = (684) =
At 31 December 2010 —E-Z54+-f=+-H 76,265 582,617 3,956 317 - 663,215
DEPRECIATION nE
At 1 January 2009 —TTNE—-H—H 9,710 97,192 1,067 51 - 108,020
Provided for the year FRBE 1,822 38,514 301 68 - 40,705
Eliminated on disposal 5 B 0 - - 2) - - @)
At 31 December 2009 “ZTNF+=A=+—H 11,532 135,706 1,366 119 - 148,723
Provided for the year FENEE 1,961 38,724 325 68 - 41,078
At 31 December 2010 —T-ZF+-A=1+—H 13,493 174,430 1,691 187 - 189,801
CARRYING VALUES HREE
At 31 December 2010 “E-Z54+-fR=t-H 62,772 408,187 2,265 190 - 473,414
At 31 December 2009 ZERAF+A=T—H 50,866 445,142 2,364 258 = 498,630

The above items of property, plant and equipment other than
construction in progress are depreciated on a straight-line basis
over the following years:

Buildings

Plant and equipment
Office equipment

Motor vehicles

15 — 30 years
5 - 15 years
5—-10 years

10 years

BREZTRRIN BlW= - BERREREY
AT FERAERELEFENE

BF
R Ko i
NG L
BT

15 — 304F
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14. PREPAID LEASE PAYMENTS

14. ERHEEFE

15.

96

2010 2009
—E-ZF —FETNF
RMB’000 RMB 000
AR FT N
Prepaid lease payments comprise: FENHEERBEE:
Leasehold land in the PRC RIEFBBEORFREES 28
under medium-term lease =i} 7,637 7,815
Analysed for reporting purposes as: MBEEL 2947 -
Current assets MENEE 179 179
Non-current asset ERBEE 7,458 7,636
7,637 7,815

The prepaid lease payment is amortised over the term of the
rights on a straight-line basis of 50 years.

DEPOSIT PAID FOR ACQUISITION OF LAND USE RIGHTS
AND BUILDINGS

Shandong Taifeng has entered into an acquisition agreement
on 19 November 2010 with TTG, pursuant to which Shandong
Taifeng agreed to acquire from TTG certain land use rights
and buildings for production purposes, at a consideration of
RMB68,800,000 in accordance with a valuation report from an
independent valuer, Jones Lang Lasalle.

At the same date, Shandong Taifeng has also entered into a
supplemental agreement with TTG to reduce the original lease
area and the monthly rental in respect of an existing lease
agreement.

A deposit of RMB61,920,000 has been paid by Shandong
Taifeng to TTG. The acquisition has not yet been completed as at

the date of the financial statements were authorised for issuance.

The remaining unpaid amount of RMB6,880,000 has been
disclosed in note 35 as capital commitment.

International Taifeng Holdings Limited B9% 2= £ 425 AR A &

15.

TR & FRIR DA B AR B E R R A F HA50F

BELHERAEREFZANES

IR AR EGUEBN T —FFE+—
B+hBaIy—BEKE R BIEL 7
Ll 2= L R E LA A R #68,800,0007T 2 K (&
RIEBGEMPEBITEHOGEERSE
TERTL S ERERES T i {F A RIE
FOUNBELEE-

I - LSRR R 0 5 SR B AT ST — 78
WoHE R RASER R A A S %
2 EAMG

LWRFLEEmMTLEGBEREINARE
61,920,0007T 1% < © bt T8 U BE 7R 5% 55 B1 75 3R
FERETEE B BRI AR ST ©

KT EAEE A RR156,880,0007T B FAMT X354 B2
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16.

17.

TRADEMARK

The trademark represents brand name of “TAIFENG” and its
graph, which was acquired during the year ended 31 December
2009 from TTG at its fair value of RMB6,934,400 in accordance
with the valuation report from an independent valuer, 1t 5 2 & &
EEMMEERELAF]. The trademark has a legal life of 10 years
expiring in May 2019, but is renewable every 10 years.

The directors of the Company are of the opinion that the Group
would renew the trademark continuously and has the ability to do
s0. Various studies including product life cycle studies, market,
competitiveness and environmental trends, and brand extension
opportunities have been performed by management of the
Group, which supports that the trademark has no foreseeable
limit to its legal life of 10 years expiring at May 2019 and the
trademark products are expected to generate net cash inflows for
the Group.

As a result, the trademark is considered by management of the
Group as having an indefinite useful life because it is expected to
contribute to net cash inflows indefinitely. The trademark will not
be amortised until its useful life is determined to be finite. Instead
it will be tested for impairment annually and whenever there is an
indication that it may be impaired.

16. BHE

BEREIREIzmEERBREBE TR
BE_ZTNF+_A=T—HLFEAR"
BEYAEMIRPEEEETHARE
ERRBEZEEREFEIFEARY
6,934,400 MFEHBEBELE -BRZE
FERRTE R_T-NFRAAZH KE
TEAESE-

ARAEERR ARERBBEYERENE
BERR - AREERECETZENAR B
EmFaARTR 5 BHENREBS
AR mEhEEE FRAREIEELURNER
R-ZB-NFRAAZBRZ T FEEFHLE
AR ZRE UHHEEERAIRAAEE
THRFEEBIRA

At ~EBERERAR AR AR
BEROSHFRSRA  BHALBEARAEA
FH - REETBHEIAIERAFHERRA
BETE T AR - A BEHSFEIR
BRI ARREBRBETFREETH -

AVAILABLE-FOR-SALE INVESTMENT 17. IHHHEHERE
Available-for-sale investment comprises: AIHEHERERE:
2010 2009
—E-ZF —EENEF
RMB’000 RMB 000
AR¥FT AR T
Listed investment: EHIRE:
Equity security listed in Hong Kong REB LT 2 RAE S 34,000 =
Analysed for reporting purposes as MIHEMS DN B
Non-current asset ERENEE 34,000 =
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18.

19.

98

INVENTORIES 18. &
2010 2009
—g-%f —TEAE
RMB’000 RMB’000
AR FoT ARETFor

At cost 2 Ak AN

Raw materials R # 57,426 51,775
Work-in-progress R 37,665 17,795
Finished goods RIRY ah 44,401 23,505
139,492 93,075
TRADE AND OTHER RECEIVABLES AND PREPAYMENTS 19. EWERR R EMEKRREURBELRIE

2010 2009

—E-ZF —ETNF

RMB’000 RMB 000

AR¥FT AR For

Trade receivables JE Y BR X 362,348 184,771
Less: allowance for doubtful debts O RS (1,541) (1,047)
360,807 183,724

Prepayments to suppliers ) 4 7 TS RO 79,105 83,696
Prepayments for expenses 7 2 TS BOE 7,948 7,121
Bills receivables e 3,737 5,050
Other receivables H b fE U 5K I8 2,169 1,089
453,766 280,680

Included in the trade receivables as at 31 December 2009 is an RZBEZNF+_A=+—8 it AEWKER

amount of approximately RMB4,329,000 which represents trade
balances due from TTG which has been received during the year
ended 31 December 2010.

International Taifeng Holdings Limited BIFE 2= L2 B R A 7

K2 FRIBA) B AR 54,392, 0007T * It Th A&
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19. TRADE AND OTHER RECEIVABLES AND PREPAYMENTS 19. BRI R EMEWFEU R B RE

(Continueq)

Apart from the cash sales from its retail business, the Group
generally allows an average credit period of 30 to 90 days to
its trade customers. The aged analysis of the Group’s trade
receivables (net of allowance for doubtful debts) based on the
invoice date at the end of the reporting period is as follows:

(%)

BRREETEXBNRSHEN ARE—
RieTHESHEP FIP30E0R 2 E5H -
AR B e YRR (FORR R AR R ) MR & HF
BERERNBZRRH 2Rk T

2010 2009
—E-FE —ZTThEF
RMB’000 RMB 000
AR Fo ARSTF

Trade receivables: JE U AR 3R
0 - 30 days 02 30H 192,489 130,658
31 - 60 days 31260H 96,240 33,638
61 — 90 days 61%290H 34,574 11,473
91 - 180 days 91%180H 35,394 4,769
Over 180 days H#im180H 2,110 3,186
360,807 183,724

Before accepting any new customer, the Group assesses the
potential customer’s credit quality and defines its credit limits
based on results from investigation of historical credit records of
these customers. Majority of trade receivables that are neither
past due nor impaired have no default payment history. It is the
Group’s policy to make provision against debts which normally
aged over 180 days because historical experience is such that
receivables that are past due beyond 180 days are generally not
recoverable.

However, included in the Group’s trade receivables are debtors
with an aggregate carrying amount of RMB37,504,000 (2009:
RMB7,955,000) which were past due at the reporting date but for
which the Group has not provided for impairment loss, as there
has not been a significant change in credit quality of the relevant
customers and the Group believes that the amounts are still
recoverable as these are continuing subsequent settlement. The
Group does not hold any collateral over the above balances.

AEBEMNTEPR @R EERFPZ
FEER IREHZEEFPEEEERE
ZHEERBREEERB -ARAEFRR

FEHISORE 2 R W AR SR AR 3 BB ) Re Bk
RER D Rig ) B RRE 2 B AR FUB E 15 &
BRNK - AEBZBRRASBTEUREER
180 Z IR Rl ABERRE AN
HEiB180H Z Y SR IR R E Al e [l -

A BREFRPEELEEDEAR
#37,504,000L (ZEZNF: AR
7,955,00070 ) R & HHIE @ AR EE
VEARREEE BAEESEFZEEE
EWESRE( MEREBEZE KD E
3 ALERERBEREDRE - AEE
WHER F AT E TR -
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19.

100

TRADE AND OTHER RECEIVABLES AND PREPAYMENTS 19.

(Continued) (%)

Aging (based on the invoice date) of trade receivables

FEE A2 B R I Lt W R TR A R TR RROR

EEMERBE 2 ERIRRRR (RERR

which are past due but not impaired HEHj)
2010 2009
—E—ZF —ETNF
RMB’000 RMB 000
AR¥FT AR F T
91 - 180 days 91%£180H 35,394 4,769
Over 180 days HBiE180H 2,110 3,186
37,504 7,955
Movement in the allowance for doubtful debts REREZ2ET
2010 2009
—E-ZF —ETNF
RMB’000 RMB 000
AR¥FT AR For
Balance at beginning of the year F LR 1,047 951
Impairment loss recognised R BR R IER < R BB 18
in trade receivables 495 507
Amounts written-off as uncollectible AN AU Bl 8E 2 £ 58 (1) (411)
Balance at end of the year FAREE R 1,541 1,047

All bills receivables of the Group were aged within 60 days at the
end of the reporting period. #1390 R60R °
Included in trade and other receivables as at 31 December
2010 were amounts of approximately RMB52,153,000 and
RMB69,000 denominated in United States Dollars (“‘US$”) and
HK$, respectively, which were other than the functional currency
of the respective group entities. As at 31 December 2009, there
was approximately RMB19,765,000 denominated in US$.
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HE-_T-TF+_A=+—HILFE

20. PLEDGED BANK DEPOSITS/BANK BALANCES AND CASH

21.

Bank balance represent short term bank deposits with an original
maturity of three months or less held by the Group and carry
interest at variable rates as follows:

20. EEFBITER RITEBRRRAS

RITEREASEMFE 2RI A=

B SAR 2 B BT IR - S TR B
8 :

2010 2009

e —TThEF

6 F R

Range of interest rates per annum

Pledged bank deposits mainly represent deposits pledged to
banks to secure bills payables and as requested by the PRC
Custom Authority.

The pledged bank deposits of the Group carrying fixed interest
rates at the following various interest rates per annum:

0.01% to 0.36%
0.01E £0.36 2

0.01% to 0.36%
0.01E £0.36/2

ERRRITERERERET BESREERIE
SENREREFEMER TRT ZFR

AEE 2 B BPRITETIZ T I AR EFH R
e

2010 2009
—2-2% —EThE

FRE

Interest rates per annum

Included in bank balances and pledged bank deposits as at 31
December 2010, which were approximately RMB1,462,000 and
RMB14,381,000 denominated in US$ and HK$, respectively
other than the functional currency of the respective group entities.
(2009: Approximately RMB4,325,000 denominated in US$).

TRADE AND OTHER PAYABLES AND ACCRUALS

The analysis of the trade payables of the Group is as follows:

21.

0.01% to 0.36%
0.01E £0.36E

0.01% to 0.36%
0.01/Z £0.36/2

R-ZE—ZFTE+-_A=+—H RT&EHEK
BEIRIRITF P D BH L AR 1,462,000
7T & AR #14,381,0007T JA 3 7T KB T (I
FEEEEB 2 NEE®E)FHEZHRIEA(Z
T TN F 4 AR #4,325,0005T A = TTEF
B) o

BAERRREMENRERESER

REBRMBERZOMET :

2010 2009

—E-EF ZETNF

RMB’000 RMB’000

AR¥TTT ARKFIT

Trade payables JETER K 163,601 67,785
Bills payables NS 88,000 40,000
Accruals JEETE R 50,541 31,014
Receipts in advance S E Q] 16,885 6,795
Other tax payables H b FER IR 41,387 29,248
Others H b 25,419 28,169
385,833 203,011
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HE-_Z—ZF+-A=+—HBLLEE

21. TRADE AND OTHER PAYABLES AND ACCRUALS 21, EERRRAEMGESRERESER
(Continued) (%)
Included in the trade payables as at 31 December 2010 is EA:; EEF+_A=+—H FAENEK

102

an amount of approximately RMB3,377,000 (2009: nil) which
represents trade balances due to TTG.

The aged analysis of the Group’s trade payable based on the
invoice date at the end of the reporting period is as follows:

A2 FIEL) A ANRS,377,0007T (ZFEE N,
¢ ZTn) FEBEENREHEEBZE S
Ko

AEERSREHREERENBEZAHZ
FERBRRBREE DA AN T -

2010 2009

—z-%g —EENF

RMB’000 RMB 000

ARBFT ARBFT

0 - 30 days 0%30H 140,496 54,476
31 - 60 days 31260H 5,133 2,266
61 - 90 days 61290H 3,188 2,086
91 - 180 days 912180H 7,195 3,320
Over 180 days #3iE180H 7,589 5,637
163,601 67,785

All bills payables of the Group are aged between 91 to 180 days
and are not yet due at the end of the reporting period.

As at 31 December 2010, bills payables with aggregate zero
amount (2009: RMB10,000,000) and RMB30,000,000 (2009:
RMB30,000,000) were guaranteed by independent third parties,
Shandong Taishan Paper Manufacturing Limited [ 8 2z |13 48 A
R A &) (“Taishan Paper”) and Laiwu City Economic Development
and Investment Co., Ltd. &M & B R Z1ZE AR 2 A (‘Laiwu
City”), respectively. The guarantee provided by Taishan Paper
was released during the year ended 31 December 2010.

Included in trade and other payables and accruals as at 31
December 2010 was approximately RMB458,000 denominated
in HK$, which was other than the functional currency of
the respective group entities. There were approximately
RMB19,796,000 denominated in US$, other than the functional
currency of the respective group entities as at 31 December
2009.

International Taifeng Holdings Limited B4 % 2= £ 425 A R A &

KEBETE BN ZE 2R N T91E180
B RfEEEAEE B AEIH

RZE—ZTF+_A=+—H LREARK
T (ZZFZTNF : AR%10,000,0007T) K
AR #30,000,000c (ZEZENF: AR
30,000,0007T) Z FEN RIED RIR B E =
HILRFELERERAR ([FTLER]) R
EMREERRREARAR ([REEM])E
ReRINERREZERBENBEE - —
TE+-A=+—HILEE MR -

RZE—ZTF+_A=+—H EBHEZK
HAth S 508 K FEET & F A 49 A R #458,000
TTAB T (WIS EEEB ZINEEE )T
BZRE R-_ZTETZNF+_A=+—8"
BHAREE19,796,000;t A= TT (W IR &
EEREZNEER)FHEZRE:.
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HE-_T-TF+_A=+—HILFE

22. AMOUNT DUE TO IMMEDIATE HOLDING COMPANY 22, EEEERAGRE
The amount due to immediate holding company represents an FENEEERARIRBIIRANTFTARER 2 —
amount of HK$35,000,000 (approximately RMB29,750,000) ££35,000,00078 7t (49 A R #529,750,0007T )
advanced to the Group, which carries fixed interest at the rate of RIE - B EF R AB525E  EREAE—F-

5.25% per annum and repayable within one year.

23. BANK BORROWINGS 23. RITEE
2010 2009
—E-ZF —ETNF
RMB’000 RMB’000
AR T AR For
Bank loans RITER 171,548 162,806
Analysed as: DA -
Secured BHEA 40,000 24,000
Unsecured A 131,548 138,806
171,548 162,806
The exposure of the Group’s REBEESHIAT :
borrowings are as follows:
Fixed-rate borrowings EEEE 116,580 150,106
Variable-rate borrowings FEEE 54,968 12,700
171,548 162,806
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BHE_Z—ZF+_A=+—RHIFE

23. BANK BORROWINGS (Continuead) 23.

The range of effective interest rates (which are also equal to
contracted interest rates) of the Group’s borrowings are as

RITEE (&)

AEBEEZERFIE
;YW

(HERZFTHONX)

follows:

2010 2009
—E-EF —ETNF
Fixed-rate borrowings EEEE 4.374% to 4.374% to
9.558% 10.62%
per annum per annum
F R £4.374E FEFEKL374E
%9.558E Z=10.62F
Variable-rate borrowings FEEBE LIBOR + 1% LIBOR + 1.1%
per annum per annum
FRIRGHRT FF R mBIRTT
FEEFE+H1E REFS+11E

Denominated in: ARG & #E A
RMB AR 136,580 150,106
uss$ ETT 34,968 12,700
171,548 162,806

All borrowings are repayable within one year of the end of the
reporting year except for RMB40 million (2009: RMB24 million)
are repayable on demand.
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BHE-_Z-—ZTFE+_-_A=1+—HItEE
23. BANK BORROWINGS (Continued) . BITEE(£&)

The effective interest rates for the bank borrowings are 6.97%
and 6.98% as at 31 December 2010 and 2009, respectively.

R_E—TEFER_ZETNF+_A=1+—
HZRITIERERF XS R 56.97E X%6.98

E o
2010 2009
—E-EF —ETAF
RMB’000 RMB’000
ARB#T T AR T
Bank borrowings guaranteed by: BATEBEBERZBITESR:

KEFHEPTEEELARAA KERFEYMEEE Gl
(‘FeEERE") ([#eEEZRE ) 48,000 =
Taishan Paper and TTG FIEREREHBEE - 33,806
Laiwu City FEET 37,000 57,000
TTG FLGBEE = 48,000

MR #EE LT is an independent third party.

The above guarantee has been provided by Taishan Paper was
because the Group has provided financial guarantees to banks
in respect of banking facilities to the extent of RMB60,000,000
granted to TTG as at 31 December 2009. The guarantee was
released at 16 August 2010.

As at 31 December 2010, the Group had bank borrowings of
approximately RMB172 million (2009: RMB163 million), of which
approximately RMB40 million (2009: RMB24 million) initiatively
was secured by certain inventories of approximately RMB87
million (2009: RMB63 million). However, as at 31 December
2010, the closing balance of the relevant pledged inventories
was only approximately RMB41 million (2009: RMB46 million),
which is lower than the amount required, resulting in these bank
borrowings being immediately repayable due to their breach of
covenants. However, the directors of the Company believe that
these loan facilities will continue to be available and will not be
withdrawn within the next twelve months from the end of the
reporting year.

Details of bank borrowings guaranteed by related parties are set
out in note 29()).

HEFRBIE=TT

TULEREH” LA ERZFRARAEER
EENFT A=t AR THESH
BEBZRITEEMRZRBITREARE
60,000,000t Z A BB HER - ZERER - F

—ZFN\ATNE -

R-_E—FTF+-_A=+—H KAEH
BRTEEHARKE172,000,0007T (=
TENF: AR ¥163,000,0007T) @ HH
#) N R #40,000,000c (ZFEZ N F: A
R #24,000,0000) P AE FTEELH A
R #87,000,000c (ZEZENF: ARK
63,000,0007C) fEER - A R _F—F
F+ZA=+—H HEEERFEEZHRK
EEIE X A AR 41,000,000 (ZEF A,
&F: A R¥46,000,0007T) BN RESE -
HRERZABHZSRITEEENKE

Para g i o Ty
Z2EBEREE

RA R EER RN REFEEEHERK

TEARGTE/mE-

BREAIRHEZRITEEFBEIRME

29()) °
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24.

106

DEFERRED TAX 24, BEEHIE
The following table shows the major deferred tax liabilities and TRISAEEBHANERZ T BRIEFHIEARA
assets recognised by the Group and movements thereon during BEREERESS:
the periods:
Undistributed
earnings
of PRC’s
subsidiaries
from
Allowance on 1 January
inventories 2008 Total
EEil e PN
B=ZEENF
—A—HEZ
FERE R B2 F #et
RMB’000 RMB’000 RMB’'000
AR FIT ARKFir AR F T
At 1 January 2009 R-ZZEZENF—H—H (3,023) 4,816 1,793
Charge to profit and loss EIN=Ei=E 324 11,894 12,218
At 31 December 2009 R-ZZANF+_A=+—H (2,699) 16,710 14,011
Charge to profit and loss ERl=Ei=E - 20,691 20,691
At 31 December 2010 RZE—ZEF+-_A=+—H (2,699) 37,401 34,702

The following table is the analysis of the deferred tax balances for

TERA/AMBREMEZBRTERIALESRD

financial reporting purposes: o
2010 2009
—g-%fF —EETNF
RMB’000 RMB’000
AR¥FT ABRET T
Deferred tax asset EEFIAE = 2,699 2,699
Deferred tax liability BERIBEE (37,401) (16,710)
(34,702) (14,011)
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24.

DEFERRED TAX (Continued)

Deferred tax has been provided for withholding tax in respect
of the undistributed profits attributable to the Group as earned
by the Group’s PRC subsidiaries starting from 1 January
2008. Under the New Law, distribution of such profits to their
shareholders outside the PRC are subject to withholding tax.

The Group has unused tax losses of RMB10,940,000 and
RMB3,619,000 available to offset against future profits at 31
December 2010 and 2009, respectively. No deferred tax asset
has been recognised in respect of such tax losses due to
the unpredictability of future profit streams. The tax losses of
RMB1,904,000, RMB1,715,000 and RMB3,367,000 will expire in
2013, 2014 and 2015, respectively.

24, EREFIE (&)

ERAEEREAEETRMBEATE -F
ENF—A—BEMBRIZ AN IKEN 28
TR EE IR - RIBFHTOE - M
FINBOR 2k 5% 5 M A AN TR AR

R ZEFER_ZFETNFF+_A=1+—
H AX&ESRBADAEREBEARE
10,940,0007T & A R #3,619,0007T 7] A {E#
£ R 2 m A1l o B1 R AR BE FRURI 2R 2R S F AR -
W E B IEEEERELERIBEE -
BRIFIEE B A R#1,004,0007 * A R ¥
1,715,0007T & A R #3,367,0007T # 5 57
—E—=F - NUFER_FT—RFEW-°

25. SHARE CAPITAL 25, R
Number of
shares Amount
KA EE &5
RMB
AR
Ordinary shares of FREEAR0.0887C
RMBO0.088 (HK$0.1) each: (0.18TL) 2 &AL :
Authorised: JEE -
At 21 May 2009, date of incorporation RZEZNFRA=-+—8"
BN5EM A 32 B 2R 3,800,000 3,344,000

Increase on 29 November 2009 (note i)

At 31 December 2009 and 2010

Issued and fully paid:

At 21 May 2009, date of
incorporation and at
31 December 2009
Capitalisation issue
on 21 April 2010 (note ii)
Issue of shares on 11 June 2010
(note iij)

At 31 December 2010

R=BEAE+—A=tNR
WX (Wi )

R-ZBFFNFER-_FT—FTF

1,496,200,000

1,316,656,000

+=RA=+—8 1,500,000,000 1,320,000,000
EZETRHE -
R-_ZEZENEFRA=-+—H
(BIEM A B HR) &
—EENFF+-_A=+—H 1,000 88
RZE—ZFWMA=—+—H
B AT (Hati ) 749,999,000 65,999,912
RZE—ZFF A +—HBET
Bt (B atii ) 250,000,000 22,000,000
RZZE—ZTF+-_A=+—H 1,000,000,000 88,000,000
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HE-_Z—TFE+-_A=+—HILEE
25. SHARE CAPITAL (Continued) 25. RA& (&)
RMB’000
AR For
Shown in the consolidated financial statement RA M BRE AT~
As at 31 December 2010 R-_E-—ZTF+_HA=+—H 88,000
As at 31 December 2009 RZEZNF+ZA=+—H -
Notes: Kz
()  Pursuant to the written resolutions passed by the shareholder of () BEARABRER=_ZFZAF+—AT+N
the Company on 18 November 2009, the authorised share capital HBRAZERAZR ARAZEERAR
of the Company was increased to HK$150,000,000 (equivalent to 3 11 £150,000,000% 7T (FHE R A R
approximately RMB132,000,000). 132,000,0007T ) °
(i)  The directors were authorised to capitalise the amount of iy EEEEEBEARARNDEERSP 2#
HK$74,999,900 (equivalent to approximately RMB65,999,912) BR%874,999,0008 T (HERH AR
standing to the credit of the share premium account of the 65,999,91270 ) BT E A » WIRE E 2 8T
Company to pay up in full at par 749,999,000 shares for allotment 749,999,0008% f& 17 * LAREZE R 31T T AR R]
and issue to its/their then existing shareholders of in the Company. ERZ2RERRE - RZZT—ZTFMA=-+—
On 21 April 2010, the directors allotted and issued such shares as B ESA% RET EMRG  WERERNE
aforesaid and gave effect to the capitalisation issue. 7o
(i) On 11 June 2010, the Company issued 250,000,000 shares iy RZZ—ZTFASA+—H AQAREERKRH
pursuant to the Company’s initial public offering at a price of B AZET E TR IR IR BR A B S LB RAR
HK$2.06 per share upon the listing of the shares of the Company 192.067 7T 2 B 1% 3£17250,000,0008% f& 14 °
on the Stock Exchange.
The new shares allotted and issued rank pari passu in all KERBERBETZHRNDEMBIEREEME
respects with other shares in issue. BIRDZEBRZHAL-
26. MERGER RESERVE/SPECIAL RESERVE/CONTRIBUTIONS 26. SOtREE HRIGEE RETE &
FROM SHAREHOLDERS/PRC GENERAL RESERVE —REE
Merger reserve represents the difference between the issued AN RIHBHA—ZE—ZEFAA=1+—H
and fully paid up share capital of Yong Xin Development Limited ZBBRERFEIA - & HFEENRESES
(“Yong Xin"), a wholly-owned subsidiary of the Company and H- AR —HEERBAREERERA
the paid up capital of Shandong Taifeng under the corporate A ([E2R]) BETRBERANELRRE
reorganisation as stipulated in the prospectus of the Company ZEBBRAR ER-
dated 31 May 2010.
The special reserve relates to Shandong Taifeng and represents FRlfEERE LR R LR Bt EAREE
the difference between registered capital and the net assets BERZZEZ+F—A—HAEAZEEF
contributed by its shareholders prior to 1 January 2007. BRZEE-
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26.

27.

MERGER RESERVE/SPECIAL RESERVE/CONTRIBUTIONS
FROM SHAREHOLDERS/PRC GENERAL RESERVE
(Continueq)

The contributions from shareholders represent deemed
contributions by seven founding shareholders prior to the
corporate reorganisation.

According to the relevant requirements in the memorandum
of the Group’s PRC subsidiaries, a portion of their profits after
taxation is transferred to PRC general reserve. The transfer to
this reserve must be made before the distribution of a dividend to
equity owners. The general reserve fund can be used to offset the
previous years’ losses, if any. The general reserve fund is non-
distributable other than upon liquidation.

SHARE-BASED PAYMENT RESERVE/CAPITAL RESERVE

Prior to the completion of a corporate reorganisation as disclosed
in note 1, at 17 April 2009, Mr. Liu, the director and one of
the seven founding shareholders of the Company acquired an
additional 5.14% equity interest in Yong Xin from the Original
Shareholders at a nominal consideration of US$100 as token of
appreciation of his standing commitment, continuous support
and contribution to the Group. Mr. Liu will have beneficial interest
of such additional 5.14% equity interest in Yong Xin upon the
completion of a two-year service as a director of the Yong Xin
from 17 April 2009.

The fair value of the additional 5.14% equity interest at the date
of transfer was approximately RMB17,476,000 in accordance
with the valuation report from an independent valuer, Jones Lang
LaSalle Sallmanns Limited. The share-based payment reserve
represents the amount recognised as share-based payment
expense which is calculated with reference to the difference
between the above nominal consideration paid by Mr. Liu and fair
value of the shares at the date of transfer, and is expensed on a
straight-line basis over two years service period commencing 17
April 2009. The share-based payment expense of approximately
RMB8,738,000 has been included in the directors’ emoluments
for the year ended 31 December 2010 (2009: RMB5,825,000) as
disclosed in note 10.

The capital reserve represents the difference between the fair
value of the interest-free advances from shareholders and the
principal amounts at inception, as adjusted by the effect of the
early repayment as described in note 7.

26.

27.

BOHREEBRRERIEETE
—RfEE ()

BRAER R A RRAECEEMAFL
ZAREREE °

RIE A = E v BB 8~ Rl AR A A2 K4 9 A
AR ARESORRRENEREDE
—RER  ERRREERLARNAERTA
AR B RIEH - —REBES A AELR
HBEFEBE (MA) BRERIN —RFEH
BEETNEREDIK-

BRONRREE EXRE
CTR-EBE

EMFIMRE 2 CXEATKA R_-F
NFHA+LER BIEE(ARAEFHRL
FERBIRZ — ) AREARBE100ETTAR
A R FE (S R AR INSA14% A 5 - A
BAEHAERE 2 FZHREZFRIIFTRE
B-BEERTRE —EEAFOA+EH
EHEEEREZTIMERBHR $ES
BEZBINSAADEERR AR -

RIEB Y HEMPSHITAPMERA A2
EHRE  BIL 1A% A SR EZARHZ
NFEL B A REEA7,476,0007T ° B 10 1+ 7k
FEE2E L ARG ES 2R BANRE
BN EEAR A TFEZERE BRE
BONZEY 28 TE-_SZAFMNA
TtHRZMERBEPANE R ET K
1915 315 2 49 A R #8,738,0007T 2 &5+ A K
FI0FMEEEE—_T—ZTF+_A=1+—H
FtFEZEEMEA(—EZTAE: ARK
5,825,0007T ) °

ERNREERRARTRERRZ A FEE
FHE 2 A RRE 2 Z5 0 SR 7R
AIEEZEETARE-
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28. RETIREMENT BENEFIT PLANS

29.

110

The Group mainly participates in retirement benefit schemes
organised by the local government authority in the PRC. The local
government authority in the PRC is responsible for managing the
pension liabilities to these retired employees. For the pension
liabilities to these retired employees, the Group is required to
make monthly contributions at 16% (2009: 16%) of the local
standard basic salaries. For the year ended 31 December
2010, the Group’s total contributions were approximately
RMB3,426,199 (2009: RMB3,093,628).

RELATED PARTY DISCLOSURES
() Related party transactions

During the years, the Group entered into the following
transactions with a related party:

28. RKBERIFHE

ANEB T B2 0P E T BTEH 2 RIKE
FlatEl - TR REEEEEZSR
KEEZRAESEX REXZERKEBZR
REEREME  ANEEERHIZEEART
B216% (ZZZNF :16% ) EF A MK
HE-_Z—ZF+_A=+—HLEFE &
EEZHERTEL A ARES426,1997T (=
TENF: AR®3,093,6287T) °

29. BB ALIRE

) BEEALXRS

ER AREE—BHEALI LI
TRS:

For the period
from 1 January

2009 to
Name of related party Nature of transactions 7 July 2009
H-ZTTNF
—HA—H=
—ETNEF
EREALTESE REMEE + A+ HEH
RMB’000
AR F T
TG Sales of goods 118,386
ZETGHEE HEE m
Purchase of materials 122,862
BERE
Utility expenses paid 39,583
BERKEE
Rental expenses under operating leases paid 6,765
ERNEEMENESAT
Interest income received 4,412
EAATHLE R X
Acquisition of trademark 6,934

WEERR

As disclosed in note 6, following the resignation of Mr. Liu
as a director of TTG on 7 July 2009, the directors are of
the opinion that TTG is no longer a related company of the
Company.
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29. RELATED PARTY DISCLOSURES (Continued)
() Related party transactions (Continued)

The significant transactions with TTG for the year ended 31
December 2010 are as follows:

29. BEEATIE (&)

U]

EBEALRS (&)

HE_Z-—ZTF+_A=+—HILHF
B HEREHBEEETIERZZMN
T

For the For the

period from period from

1 January 2010 8 July 2009

to to

31 December 31 December

2010 2009

H=-Z—2fF H-_ZETNEF

—A—HZE tANBZE

—2-%% —ETNEF

+=—A=+—H +=—RA=+—8”

HE HA A

RMB’000 RMB’000

AR¥T T AR¥T T

Sales of goods HEE m 99,070 97,941

Purchase of materials BEDH 77,504 81,192
Rental expenses under operating BENGERENESRYT

leases paid 13,280 6,765

Utility expenses paid BfIKEE - 18,922

Interest income received ENFMERAX - 803

TTG also provided corporate guarantee of approximately
RMB81,860,000 to the Group in respect of the bank
borrowings as at 31 December 2009. The guarantee was
subsequently released during the year ended 31 December
2010.

As at 31 December 2009, the Group has provided financial
guarantees to banks in respect of banking facilities to the
extent of RMB60,000,000 granted to TTG. The guarantee
was subsequently released during the year ended 31
December 2010.

Details of operating lease commitments under rental
agreements with TTG are set out in note 31.

(Il) Related party balances

Details of outstanding balances of the Group are set out in
notes 19, 21 and 22.

(I

RZTTAF+ZA=1+—0"  TLH
BEESHBETEERARNEEREHOA
R #81,860,0007T Z A AR - ERE
REBEZE-_T—TF+-_A=+—ALHF
&N IERRBR o

NR—BEZNF+_A=+—8 ~&H
LA EEFTERITRIE MRTTIR
it A R #60,000,0007T 2 BF FEHE 1R ¥
REREZ-_ZT—ZTF+_A=1+—H
IFFERERR -
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29. RELATED PARTY DISCLOSURES (Continued) 29.
(Ill) Compensation of key management personnel
The emoluments of directors who are also identified as

members of key management of the Group during the
periods are as below:

BEBALIHE (&
(m EEZEEASHMH

HNEE (ARKRERSAEETEE
BEEKE) 2T

2010 2009
—E-ZF —EENEF
RMB’000 RMB’'000
AR¥ T AR FT
Short-term benefits 52 BRI &5 2,998 876
Post-employment benefit BEE 12 2= 63 58
Share-based payment VARR 15 72 E 08 #9 5 3K 8,738 5,825
11,799 6,759
30. PLEDGE OF ASSETS 30. EEEH

At the end of the reporting period, the following assets were
pledged to banks to secure the Group’s and TTG’s bank
borrowings and bills payable. In addition, as required by a bank,
the Group needs to maintain inventories at a level at least equal
to approximately RMB63 million and RMB87 million to secure the
relevant bank borrowings as at 31 December 2009 and 2010,

RIFEHRAEER @ N BE—REIRITER
AEEBR-_ZEZENFR-_TE—ZTF+_-A
T HRERHEEARFRELHERLDA
R #63,000,0007T & A R #87,000,0007T 2
KFE-DMERASEB RFEHBEB 2 RTT
EE M-

respectively.
2010 2009
—E-EF —ETNF
RMB’000 RMB’000
AR¥ T AR F T
Bank deposits RITFH 54,451 24,318
Buildings BF - 44,006
Prepaid lease payments FENMEEIE - 7,815
Total pledged assets EEBEERE 54,451 76,139

All buildings and prepaid lease payments with an aggregate
carrying amount of approximately RMB51,821,000 as at
31 December 2009, were pledged to secure certain bank
borrowings of TTG. The guarantee provided to TTG was
subsequently released during the year ended 31 December
2010.
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31. OPERATING LEASES 31. KEHREY

The Group as lessee

The minimum lease payments paid under operating lease during

REBEESEBEA

ZEFEARBEERON 2 REBER

the years are as follows. TEEATR o
2010 2009
—g-%F et
RMB’000 RMB’000
AR¥FT AR T

Paid for premises to: HYEM T A LI

TTG FEGES 13,280 13,530
third parties == 1,582 1,529
14,862 15,059

At the end of the reporting period, the Group had commitments
for future minimum lease payments under non-cancellable

RBEESHEEER  AEBRBETAIEHL
LHAOR T BHE S RRKEHERA

operating leases which fall due as follows: AENR
2010 2009
—E-ZF —ETNF
RMB’000 RMB’000
AR FT ARBTF T
Within one year —FA 9,427 14,902
In the second to fifth year inclusive F_EFRLF (BREEEME) 3,119 14,113
12,546 29,015

Operating lease commitments payable to: &R N5 A £ 2 £ & FH 4

TG REGBEE 10,693 27,052
third parties E=7 1,853 1,963
12,546 29,015

Operating lease payments represent rentals payable by the
Group for certain of its office premises and production plants.
Leases are negotiated and rentals are fixed for a period of one to
two years.

REBONKEAEBRETRHAEMER
TEMERMNzEES BOBFI /1225

YEETHEZES -
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32.

33.

34.

114

CONTINGENT LIABILITIES

As at 31 December 2009, the Group had provided financial
guarantee to a bank in respect of banking facilities to the extent
of RMB60,000,000 granted to TTG. The guarantee provided
to TTG was subsequently released during the year ended 31
December 2010.

MAJOR NON-CASH TRANSACTIONS

During the year ended 31 December 2010, the Company
recognised share-based payment expenses of approximately
RMB8,738,000 (2009: RMB5,825,000) and the amount was
included in the directors’ emoluments.

During the year ended 31 December 2009, a trademark was
acquired from TTG at a consideration of RMB6,934,000 and the
amount was settled by offsetting against the amount due from
TTG.

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that the group
companies will be able to continue as a going concern while
maximising the return to stakeholders through the optimisation
of the debt and equity balance. The overall strategy remains
unchanged throughout the periods.

The capital structure of the Group consists of bank borrowings
and equity attributable to owners of the Company, comprising
issued share capital and reserves.

The directors of the Group review the capital structure regularly.
As part of this review, the directors consider the cost and the
risks associates with each class of the capital. Based on the
recommendations of the directors, the Group will balance
its overall capital structure through the payment of dividends
and new share issues as well as the issue of new debt or the
redemption of existing debt.
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ER AR BRRHETRAZHARE
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TL) R BEEETAESHER -

REBEE-_ZETNAF+_A=+—BHLFE
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BEEREL -
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35. CAPITAL COMMITMENTS 35. EAREE
2010 2009
—E-EF —ZETNEF
RMB’000 RMB’000
AR¥F T AR T
Capital expenditure in respect of PUE T AR EF
the acquisition of land use rights ERTAE M R ERE B 7
and buildings contracted for but not WRNFHREZ B AR SE
provided in the consolidated financial
statements 6,880,000 -
36. FINANCIAL INSTRUMENTS 36. I TH
(a) Categories of financial instruments (a BBITEREZER
2010 2009
—E-ZF —ETNF
RMB’000 RMB’000
A% FT AR T
Financial assets I EE
Available-for-sale investment A HERE 34,000 =
Loans and receivables ERkEWRE (B
(including cash and ReERREEED)
cash equivalents) 1,276,535 469,762
Financial liabilities MBaE
Amortised cost B85 A AR 478,318 348,760
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36. FINANCIAL INSTRUMENTS (Continued)

116

(b) Financial risk management objectives and policies

The Group’s major financial instruments include available-
for-sale instrument, trade and other receivables, pledged
bank deposits, bank balances and cash, trade and other
payables, dividend payable, amount due to immediate
holding company and bank borrowings. Details of these
financial instruments are disclosed in respective notes. The
risks associated with certain of these financial instruments
include interest rate risk, foreign currency risk, credit risk
and liquidity risk. The policies on how to mitigate these risks
are set out below. Management manages and monitors
these exposures to ensure appropriate measures are
implemented on a timely and effective manner.

Market risk
(i) Interest rate risk

The Group’s fair value interest rate risk relates primarily
to pledged bank deposits, amount due to immediate
holding company and fixed-rate borrowings. In
addition, the Group is also exposed to cash flow
interest rate risk in relation to variable-rate bank
balances, bank deposits and bank borrowings.

Sensitivity analysis

The directors consider that the exposure to interest
rate risk on bank deposits is insignificant. The directors
also consider that the exposure to interest rate risk
on bank borrowings is insignificant, so no sensitivity
analysis is presented.
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36. FINANCIAL INSTRUMENTS (Continuead)

(b) Financial risk management objectives and policies
(Continued)

Market risk (Continued)

(i)

Currency risk

The Group have certain trade receivables, bank
balances and bank borrowings denominated in foreign
currencies, hence risk exposure to exchange rate
fluctuations arise.

The Group has not entered into any forward contract to
hedge against these foreign currencies risk exposure.
However, management of the Group will consider to
hedge these balances should the need arises.

The carrying amount of the Group’s foreign currency

36. I TH (&)

(b)

MERABREEEERKE (&)

T mEE (E)

(i)

E¥m R

REBHETAINEHE 2 IR
FORITEBRUARRBITEE Bk
7 [ 2 FOR ) 2 [ o

REE W EHLE A BEINERR R
YEAEHAH AN AEEE
EERERERSEBE LSS
ko

RE|ERH AEBLAINEFHEZ

denominated monetary assets at the reporting date is EMEEEDEN T :
as follows:
2010 2009
—E-ZF —ETNF
RMB’000 RMB’000
AR¥F T AR T
Trade and other receivables P LA AR R % EL A i W IE
Uss$ ETT 52,153 19,765
HKS$ BT 69 -
Bank balances and RITHEB R ERBEITER
pledged bank deposits
Us$ ETT 1,462 4,325
HK$ BT 14,381 -
Bank and other borrowings RITREMEE
Us$ ETT 34,967 12,700
Trade and other payables JE ) AR SR R EL A B {5 3 E
Us$ ETT - 19,796
HK$ PBTT 458 -
Amount due to immediate JES EEIER R BIFIA
holding company
HK$ BT 29,750 =
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36. FINANCIAL INSTRUMENTS (Continued)

(b) Financial risk management objectives and policies
(Continued)

Market risk (Continued)
(i) Currency risk (Continueq)
Sensitivity analysis

The Group is mainly exposed to exchange rate
fluctuation on US$. The following table details the
Group’s sensitivity to a 5% strengthening of RMB
against US$ and HKS$. 5% is the rate used when
reporting foreign currency risk internally to key
management personnel and represents management’s
assessment of the possible change in US$ and HKS.

36. I TH (&)

(b) BEREABEEEEREER (&)

TEEE (E)

(i)

E¥mL (&)
FRREDT

NEEFEMEEITIERFE) 2 E
B NRFFMAEBHARBEE
TCRBITLHES% 2 BREE - 5% A
WEfAEZEEE A8 ZMINER K
%%ZKT REBEHETRS

Al e BB 2 5T o W AR H2E
E&%Eﬁ@%éﬁiﬁﬁémﬂ

For a 5% weakening of RMB against US$ and HK$, EEEREEEAR ZFEZ-
there would be an equal and opposite impact on the
post-tax profit.
2010 2009
—E-=fF —TENF
RMB’000 RMB’000
ARMFT AT T
(Decrease) increase BrBi & m A R4 ) 3800
in post-tax profit (107) 315

In the opinion of the directors of the Company, the
sensitivity analysis is not necessarily representative of
the inherent foreign exchange risk as the exposure at
the end of the reporting period does not reflect the
exposure during the periods.
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36. FINANCIAL INSTRUMENTS (Continuead) 36. I THE (&)

(b) Financial risk management objectives and policies (b) BHEREEEEREE (£&)
(Continued)
Credit risk EEEE

At the end of the reporting period, the Group’s maximum
exposure to credit risk which will cause a financial loss
to the Group due to failure to perform an obligation by
the counterparties is arising from the carrying amount
of the respective recognised financial assets as stated
in the consolidated statements of financial position and
the amount of contingent liabilities in relation to financial
guarantee issued by the Group as disclosed in note 32.

In order to minimise the credit risk, management of the
Group has delegated a team responsible for determination
of credit limits, credit approvals and other monitoring
procedures to ensure that follow-up action is taken to
recover overdue debts. In addition, the Group reviews
the recoverable amount of each individual trade debt and
the amount of contingent liabilities in relation to financial
guarantee issued by the Group at the end of the reporting
period to ensure that adequate impairment losses are made
for irrecoverable amounts. In this regard, the directors of
the Company consider that the credit risk of the Group is
significantly reduced.

The credit risk on liquid funds is limited because the
counterparties are banks with good reputation.

Other than concentration of credit risk on liquid funds which
are deposited with several banks with high credit ratings, the
Group is also exposed to concentration of credit risk as a
substantial portion of its accounts receivables is generated
from a limited number of customers. At 31 December
2010, the top ten customers of the Group which are all
located in PRC accounted for about 86% (2009: 68%) of
the Group’s trade receivables. In order to minimise the
credit risk, the management of the Group has delegated a
team responsible for determination of credit limits, credit
approvals and other monitoring procedures to ensure that
follow-up action is taken to recover overdue debts. In
addition, the management reviews the recoverable amount
of each individual trade debt at the end of reporting period
to ensure that adequate impairment losses are made for
irrecoverable amounts. In this regard, the directors of the
Group consider that the Group’s credit risk is significantly
reduced.

RS IR TR AEB R AR B
AXSHFEEBITEEMERAKE
SXMBERZEARR  HELBAK
BB RARRAMRE RN EEE
Z BRTEN{E LA & Bt 523258 A B AN 5 [ P 3
L BRRZIABBEZEHR -

RBEERBRRERE ~AEEEEE
ERRKNEEEEEEERE HER
ErETHMERRER  BERRKIURE
RFREBRER LN AEEER
BERHEEARHBEBLEBELA
SERMBELMBEERZARBERRZ
Al EERE UERE AR K E S5
ER RSB EBE st AARES
RABAEE 2 EERBREAERK-

RRRBESZRZHEFHREERYT
T E RBEE 2 EERRE
BR

BEMRETEEFRER ZRITZR
BESETEERRIN AEEERE
AEBD KRR RBEERBEEZRFM
AlREFEERER R_Z—ZFF+=
A=+—8 A£E+RFF (B
B R B ) i A £ B R U BR 5R 2 4986%
(20094F : 68% ) ° A= E R KRB E &
K AEEEEBEHER NNEBSET
EERE HEEERETHMERE
Fr HE(R BRER R 72 e [ 280 HR B 0B -
o AEEeRREAREEE BERN
BIEBEE RS E AT B S ER
ZRABERBZ AW E S EE - B
AEBEZERALEEZEEERE R
@ L 1K o
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36. FINANCIAL INSTRUMENTS (Continued)

120

(b) Financial risk management objectives and policies

(Continued)
Liquidity risk

In the management of the liquidity risk, the Group monitors
and maintains a level of cash and cash equivalents deemed
adequate by the management to finance the Group’s
operations and mitigate the effects of fluctuations in cash
flows. Management monitors the utilisation of borrowings
and ensures compliance with loan covenants.

The following table details the Group’s remaining contractual
maturity for its financial liabilities based on the agreed
repayment dates. The table has been drawn up based on
the undiscounted cash flows of financial liabilities based on
the earliest date on which the Group can be required to pay.
The table includes both contractual interest and principal
cash flows. To the extent that interest flows are floating rate,
the undiscounted amount is derived from interest rate curve
at the end of the reporting period.

Liquidity table

As at 31 December 2010

36. I TH (&)

(b) BEREABEEEEREER (&)

MEBELEE

RERRDECRARITH AEEER
VKR RREEENESNERER
BEABRNASEEERRERERE
KBFEZKF EREEREEZE
B R A A B RRA -

TRREWEEE A MFRAAREN G
BEZRBREOM ZRIREAEE
Al RER B Rz & F B Mt B2 7%
BEAURBAEREMRE -ZREHE
BHNBERACHERE -HASRE
RFBH X AR RS MRS E B RR,
R RIRF KRt E -

mEEEXK

R-E—ZF+=-HA=+—H

Weighted Carrying
average of Repayable 3 months Total amount
contractual on 1-3 to  undiscounted at

interest rate demand months 1 year cash flows 31.12.2010
R-2-2%

TR

mETs RERRE ==l

CE kS EEREE HSR-1EA 1-3f8A MBAEIE nBBE ZEHE

% RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
% AREFT AREFT ARETFT AREFR AREFT AREFT
Non-interest bearing %28 - - 63,524 169,996 43,500 277,020 277,020
Variable interest rate ~ [FET &
instrument 1.46 20,127 - 35,093 - 55,220 54,968
Fixed interest rate ESTA
instrument 6.11 20,111 6,617 61,229 63,403 151,360 146,330
40,238 70,141 266,318 106,903 483,600 478,318
Financial guarantee HBERED

contracts
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36. FINANCIAL INSTRUMENTS (Continuead)

(b) Financial risk management objectives and policies

(Continued)
Liquidity risk (Continued)

As at 31 December 2009

36. I TH (&)

(b) BHEABEEEEREE (&)

TmBELEE (&)

R-BFNAF+-_H=1T—8

Weighted Carrying
average of Repayable Less 3 months Total amount
contractual on than 1-38 to  undiscounted at

interest rate demand 1 month months 1 year cash flows 31.12.2009
R-TTNE
T=A
MEFH RERRE =t—H
BHMNE  EEREE SRR 1387 3EARIE MENREE ZEREE
% RMB000 RMB’000 RMB'000 RMB'000 RMB'000 RMB000
% ARETr AREFr AREFr ARETn AREFr ARETx
Non-interest bearing % & = = 106,478 79,476 = 185,954 185,954
Variable interest rate %8 T &
instrument 1.35 - - 12,742 - 12,742 12,700
Fixed interest rate BIA
instrument 6.98 24,403 24,403 89,584 14,977 168,367 150,106
24,403 130,881 181,802 14,977 352,063 348,760
Financial guarantee B (R & 4
contracts - 60,000 - - 60,000 -

The amounts included above for financial guarantee
contracts are the maximum amounts of the Group could
be required to settle under the arrangement for the full
guaranteed amount if that amount is claimed by the
counterparty to the guarantee as disclosed in note 32.
Based on expectations at the end of the reporting period,
the Group considers that it is more likely than not that no
amount will be payable under the arrangement. However,
this estimate is subject to change depending on the
probability of the counterparty claiming under the guarantee
which is a function of the likelihood that the financial
receivables held by the counterparty which are guaranteed
suffer credit losses.

The amounts included above for variable interest rate
instruments for non-derivative financial liabilities is subject
to change if changes in variable interest rates differ to those
estimates of interest rates determined at the end of the
reporting period.

FEA LB BERE X 2 2R IIHIFE32
PIRBECERZEFHIELER  AE
EREZHFARERAEEEERERS
BZBERTR REREHHEGERZ
B ARERS/RAAEHBERER
BEX IR - %ﬁAtLﬁﬁ%ﬁ¥£$
FTRBERRELERZAIGEETAE

ﬁkﬁ$§27*ﬁ%@%ﬂﬂ?ﬁﬁ
FEERVEREFALREEEHRZ
Al RETE -

WEEREZERNRENRMEEREEL
EEMNERHIRER FFA LMIETEH
BREZFEIAEZERESEH -
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36. FINANCIAL INSTRUMENTS (Continued)

122

(c) Fair value

The fair value of financial assets and financial liabilities are
determined in accordance with generally accepted pricing
models based on discounted cash flow analysis using prices
or rates from observable current market transactions as
input.

The directors consider that the carrying amounts of financial
assets and financial liabilities recorded at amortised costs in
the Financial Information approximate their fair values.

The following table provides an analysis of financial
instruments that are measured subsequent to initial
recognition at fair value, grouped into Level 1 based on the
degree to which the fair value is observable.

° Level 1 fair value measurements are those derived from
quoted prices (unadjusted) in active market for identical
assets or liabilities.

° Level 2 fair value measurements are those derived from
inputs other than quoted prices included within Level
1 that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from
prices).

° Level 3 fair value measurements are those derived from
valuation techniques that include inputs for the asset or
liability that are not based on observable market data
(unobservable inputs).

36. I TH (&)

(c)

AVE

MBEERMBRBZ A FEDZRRE
BEERAZEERARBUERRASRE
ERABRENTISERZMNERIHE
WrEERT o

EERR BHBEMAREHK AR
ZHBRERMBARKREERELQY
BHEE -

TREANBRERRRAFEFE
VTKBAIBEATFEZREDRFE B
ZEBEKEERTAZDN -

s F-EAFVEFENREERE
EXAERNERTS 2 HBE CRH

%)

s F_EAVEENE-EMER
ZHREAIN ZEESBBZAE
mRzEERBAE(AER)HFE
wAE(BERBITE) -

s FZEAVEEIRAF AL
REFMEEMGEBECEELAR
AE(BEBEZBAEB) ZMG
ERfTESh-

2010 2009

—E-BF —TTAF

Level 1 Level 1

E—E F—E

RMB’000 RMB 000

AR FT ARST T

Available-for-sale investment AEHERE 34,000 =

There were no transfers between levels during the year.
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37. FINANCIAL INFORMATION OF THE COMPANY 37. EBEAXDQ T B EER
Financial information of the Company at the end of the reporting ARARMEPHEER 22U BEER B

period includes:

2010 2009
—E-ZF —ETNF
RMB’000 RMB 000
AR¥F T AR For
Assets BE
Investment in subsidiary FE M B A A 180,007 7
Amount due from subsidiaries AN NGO 416,508 50,000
Bank RIT 13,642 -
Liabilities af&
Accruals EEtE A (980) (50,000)
609,177 7
CAPITAL AND RESERVES BERR B
Share capital fi% 7% 88,000 =
Reserves (] 521,177 7
609,177 7
As at 31 December 2010, the reserves represent share RZE—ZF+_A=+—H HEHEEKND
premium of RMB342,054,000 (2009: Nil), merger reserve of i B AR #342,054,0000c (ZEE N F:
RMB180,000,000 and accumulated loss of RMB877,000 (2009: ) - A G A R 180,000,000t & £ 5t
RMB7,000). BB ARES877,000 (ZEZENEF AR

7,0007T) ©
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38. PARTICULARS OF SUBSIDIARIES

Particulars of the principal sub

sidiaries at 31 December 2010 and

38. MEARFE

RE—ZEER _TTNF+_A=1+—

2009 are set out below: B ZTEMBARZFBHINOT
Place of
incorporation/ Registered Held by
Name of subsidiary operation capital the Company Principal activities
ML,
(g PN R EMER A RER TEXEB
%
%
Yong Xin British Virgin Islands US$1,000 100 Investment holding
&R HEELES 1,000% 7T REER
Ever Link Creation Limited Hong Kong HK$2 100 Investment holding
KEEIRBER AT BB 28T REER
Shandong Taifeng (note) The PRC RMB180,000,000 100 Production and distribution of
cotton yarns and bedding
products
IWRRE (A7) B A E#180,000,0007T EERDHBY KK
Shanghai Taifeng (note) The PRC RMB1,000,000 100 Distribution of cotton yarns
and bedding products
LBRE (Hit) & AR #1,000,0007T 72 B KK m

Note: Shandong Taifeng is a wholly-foreign owned enterprise while

Shanghai Taifeng is a dom

None of the subsidiaries had
the end of the year or at any t

124

estic enterprise with limited liability.

any debt securities outstanding at
ime during the year.
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