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Shenzhou International Group Holdings Limited (“Shenzhou
International”) and its subsidiaries (collectively the “Group”) is
the largest vertically integrated knitwear manufacture in China.
The Group is principally engaged in the manufacturer of high-
end knitwear on an OEM basis. The Group was also the largest
exporter of knitwear and ranked first among PRC garment export
enterprises according to the 2011 reports on the development of
China’s garment industry and the 2011 annual reports on China’s
international trade in textiles and clothing.

The Group’s production base is located in Economic Technical
Development Zone of Ningbo and strategically set up garment
factories in Quzhou and Anging of China and Cambodia, the Group
also established sales offices or branch offices in Shanghai, Hong
Kong and Osaka. The Group currently had over 51,400 employees
and the area of the factories spans across 1,660,000 sg.m., which
can produce various knitwear of over 210 million pieces per year.

The Group focus on producing sport wear and casual wear with
the major international renowned clients including UNIQLO, ADIDAS
NIKE, and PUMA. The market is also extended from Japan to Asia
Pacific, Europe and the US market.

Shenzhou International was listed on the Main Board of The Stock
Exchange of Hong Kong Limited in November 2005 with an aim to
be the most competitive knitwear manufacturer in the world. The
stock code of the Company is 2313. Shenzhou International was
included as the Constituent Stock of Hang Seng Composite Index,
Hang Seng Composite Industry Index (Consumer Goods) and Hang
Seng Composite SmallCap Index, effective from 8 March 2010.

During the year 2010 and 2012, Shenzhou International has been

named in the “Top 1000 Asian Companies” List of Yazhou Zhoukan
and during the year 2010, it has been recognised by Forbes Asia as
one of the “Best Under A Billion” Companies. Shenzhou International
was selected by Finet and QQ.COM as one of the Top 100 HK Listed
Companies 2012.
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BELRFFEMKER KEY FINANCIAL INFORMATION FOR THE LAST
FIVE YEARS
HE+-A=t+-ALEE/R+=A=+-H
For the year ended 31 December/As at 31 December
—2--§ _"Z——F —T-TF ZZTNF ZETN\E
2012 2011 2010 2009 2008
TEHRKEN Key Financial Information
(AR¥TR) (RMB’000)
HES Sales 8,937,578 9,043,442 6,719,172 6,093,485 4,822,596
BEET A Profit before income tax 2,005,465 2,059,420 1,624,597 1,473,553 757,420
FEFE Profit for the year 1,621,480 1,704,847 1,272,645 1,253,114 700,452
ARAREREA Profit attributable to equity
FEAE I holders of the Company 1,620,158 1,703,845 1,271,654 1,252,030 699,380
ERBDEE Non-current assets 3,967,507 3,634,317 3,585,484 3,038,729 2,619,575
mBEE Current assets 5,927,902 4,915,242 3,839,971 2,388,500 1,701,676
TEaE Current liabilities 1,773,275 2,437,331 2,517,503 1,454,532 1,373,905
MBEEZE Net current assets 4,154,627 2,477,911 1,322,468 933,968 327,771
BEE Total assets 9,895,409 8,549,559 7,425,455 5,427,229 4,321,251
BEERRDERE Total assets less current liabilities 8,122,134 6,112,228 4,907,952 3,972,697 2,047,346
s Total equity 8,122,134 6,112,228 4,813,271 3,895,696 2,872,973
ReRBEEED Cash and cash equivalents 2,144,405 1,029,596 519,017 377,717 238,141
TERKLE Key Financial ratios
EME%) Gross profit margin (%) 28.5 28.8 29.9 317 23.8
FFIEE (%) Net profit margin (%) 18.1 18.9 18.9 20.6 14.5
FERE LR %) Net gearing ratio (%) FEREN/A 35 18.9 8.2 20.6
mE L E Current ratio 3.3 2.0 1.5 1.6 1.2
BYEER 2 EEH(R) Accounts receivable
turnover period (days) 55 45 41 33 31
FEZEEH(A) Inventory turnover period (days) 111 107 116 84 71
Bfat - Notes:

Net gearing ratio represents the ratio between total borrowings (less
cash and cash equivalents) and total equity.

1. FEXBBREZAEABEENRASK 1
ReLEWEBER LR
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RERBAIMHNEESR SALES OF THE GROUP ANALYZED BY
PRODUCT CATEGORIES
BE+-A=t-BLEE
For the year ended 31 December
—2--fF —F—F 2% —EENF —EENE
2012 2011 2010 2009 2008
ARETR % ARBTRT % ARETRT % ARETR % ARETRT %
RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %
REMR By products

EBERE Sports wear 4,994,455 55.9 4,949,196 54.7 3,373,294 50.2 2,578,060 42.3 2,042,315 42.3

DL Casual wear 2,993,648 335 3,046,903 33.7 2,365,684 35.2 2,835,415 46.5 2,398,304 497
MR E Lingerie 701,766 7.8 799,391 8.8 740,586 11.0 524,141 8.6 248,929 52
Hi T4 e Other knitting
products 247,709 2.8 247,952 2.8 239,608 3.6 155,869 2.6 133,048 2.8
HERBE Total sales 8,937,578  100.0 9,043,442 100.0 6,719,172 100.0 6,093,485  100.0 4,822,596  100.0
— —2—— —
2012 2011 2010
2.8% 2.8% 3.6%
7.8% 8.8% 11.0%
55.9% 54.7% 50.2%
33.5% 33.7% 35.2%
= vk = LUt
2009 2008
2.6% 2.8%
8.6% 5.2%
. KERE
Casual wear
. BERE 42.3% 42.3%
Sports wear
. AR AR 2
Lingerie
. H & 4% @
Other knitting products
46.5% 49.7%
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EhmEosmomNEEsE SALES OF THE GROUP ANALYZED BY
REGIONAL DISTRIBUTION
BE+-A=t-BLEE
For the year ended 31 December
= —E-—F —Z-%F% —ZTNE —BTNE
2012 2011 2010 2009 2008
AR®TR % ARETR % AREFT % AREFT % AREFT %
RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %
®Bmi5 By regions
B E International sales
AR Japan 2,805,902 314 3,224,257 35.7 2,772,854 4.3 3,201,526 525 2,437,304  50.5
BM Europe 1,849,436 207 1,949,355 216 1,392,450  20.7 929,192 15.3 751,442 156
xH us 727,913 8.1 516,420 5.7 439,591 6.5 339,692 5.6 261,079 5.4
HME X Other countries 1,778,979 19.9 1,428,093 15.8 760,347 11.3 531,090 8.7 455,497 9.5
BNHE Domestic sales 1,775,348 19.9 1,925,317 21.2 1,358,930 20.2 1,091,985 17.9 917,274 19.0
HEmA Total sales 8,937,578 100.0 9,043,442 1000 6,719,172 1000 6,093,485 100.0 4,822,596  100.0
—B——F — —E2-=F
2012 2011 2010
19.9% 21.2% 20.2%
15.8% 11.3%
19.9% 5.7% 6.5%
8.1%
21.6% 20.7%
20.7%
31.4% 35.7% 41.3%
—ETAF —ETNF
2009 2008
S[PN 9
. Japan 17.9% 19%
‘ 8.7% 9.5%
M 5.6% 5.4%
. Europe
= 15.3% 15.6%
M
HittExR
. Other countries
Fizk
. Domestic sales
52.5% 50.5%
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REGISTERED NAME

Shenzhou International Group Holdings Limited

CHINESE NAME
FRMNERR EEIZER AR A A

BOARD OF DIRECTORS

Executive Directors

Mr. Ma Jianrong (Chairman)
Mr. Huang Guanlin

Mr. Ma Renhe

Ms. Zheng Miaohui

Mr. Wang Cunbo

Non-executive Director
Mr. Chen Zhongjing

Independent Non-executive Directors

Mr. Jiang Xianpin (appointed on 1 April 2012)
Mr. Qiu Weiguo (appointed on 1 April 2013)
Mr. Chen Genxiang

Mr. Zong Pingsheng (resigned on 1 April 2013)
Mr. Dai Xiangbo (resigned on 1 April 2012)

COMPANY SECRETARY
Mr. Chan Tak Hing Keniji

AUTHORIZED REPRESENTATIVES
Ms. Zheng Miaohui
Mr. Chan Tak Hing Kenji
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Cricket Square

Hutchins Drive, P.O. Box 2681
Grand Cayman KY1-1111
Cayman Islands

BEREXRME
EBNAREDE
EH 8%
ERES

27HE2708%E

KEY BOARD COMMITTEES

Audit Committee
Mr. Jiang Xianpin (Chairman)

(appointed on 1 April 2012)
Mr. Qiu Weiguo (appointed on 1 April 2013)
Mr. Chen Genxiang
Mr. Zong Pingsheng (resigned on 1 April 2013)
Mr. Dai Xiangbo (resigned on 1 April 2012)

Remuneration Committee
Mr. Chen Genxiang (Chairman)

(appointed as the Chairman on 1 April 2012)
Mr. Ma Renhe

(re-designated to a member on 1 April 2012)
Mr. Jiang Xianpin (appointed on 1 April 2012)
Mr. Dai Xiangbo (resigned on 1 April 2012)

Nomination Committee
Mr. Ma Jianrong (Chairman)
(appointed on 1 April 2012)
Mr. Huang Guanlin
(resigned on 1 April 2012)
Mr. Jiang Xianpin (appointed on 1 April 2012)
Mr. Dai Xiangbo (resigned on 1 April 2012)
Mr. Qiu Weiguo (appointed on 1 April 2013)
Mr. Zong Pingsheng (resigned on 1 April 2013)

REGISTERED OFFICE
Cricket Square

Hutchins Drive, P.O. Box 2681
Grand Cayman KY1-1111
Cayman Islands

PLACE OF BUSINESS IN HONG KONG
Unit 2708, 27th Floor

Billion Plaza

No. 8 Cheung Yue Street

Cheung Sha Wan, Kowloon, Hong Kong
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ROBFETRE

HSBC Trustee (Cayman) Limited

P.O. Box 484, HSBC House

68 West Bay Road

Grand Cayman, Cayman Islands, KYI-1106

BROBFELEEERIE

BEARREHELERAA
BB

SR RBER1835
AR
17#81712-1716 %

AUDITORS

Ernst & Young
Certified Public Accountants

LEGAL ADVISER

Troutman Sanders Solicitors and International Lawyers
Lennon & Lawyers

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

HSBC Trustee (Cayman) Limited

P.O. Box 484, HSBC House

68 West Bay Road

Grand Cayman, Cayman Islands, KYI-1106

HONG KONG BRANCH SHARE REGISTRAR
AND TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited

Rooms 1712-1716, 17th Floor

Hopewell Centre

183 Queen’s Road East

Wanchai, Hong Kong
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FEXREIT PRINCIPAL BANKERS

PERITRID BR A A Bank of China Limited

RBIBITRDBR A A Bank of Communications Company Limited
FERRITROBRAF Bank of Ningbo Company Limited
FEERBITROBRAF China Construction Bank Corporation

FERITRHEBR AR China Citic Bank Corporation Limited

B KIRITIRD B RR A A China Everbright Bank Corporation Limited
BERITHERRA A Hang Seng Bank Limited

PR IERITRHER DA Industrial and Commercial Bank of China Limited

PR TERIT (M) BRAA Industrial and Commercial Bank of China (Asia) Limited
FEBRBERRTROBRAF Shanghai Pudong Development Bank Company Limited
BEAELEBELRITBERAA The Hongkong and Shanghai Banking Corporation Limited
REENREEBREZEBERM INVESTOR AND PRESS RELATIONS ADVISER
iPREEN# iPR Ogilvy Limited

YNECIEBl COMPANY WEBSITE

www.shenzhouintl.com www.shenzhouintl.com

R 43 #m 5% STOCK CODE

2313 2313




M [BR] PR

Shenzhou International
A g% E%j( E’\]
gem—Re b Er Bl s

The largest
vertically-integrated
knitwear manufacturer
iNn China







:“ ER N B B 45 142 i 5 PR A & Shenzhou International Group Holdings Limited

ERRE

Chairman’s Statement

B #E % Ma Jianrong
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ARE BB U RARHEREEAR
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MHERHAEBOA N R 21K
BERSESERN Y HEPMEIGHEE #
BXRARENERRE

% £ @ £ fE Chairman of the Board

To All Shareholders,

On behalf of the board (the “Board”) of directors (the “Director(s)”)
of the Company, | am pleased to announce the annual results of
Shenzhou International Group Holdings Limited (the “Company”) and
its subsidiaries (collectively, the “Group”) in 2012 for shareholders’
review.

In 2012, under the unfavourable operating environment, most of the
peers in China’s textile and garment industry were exposed to much
greater operating pressure and were faced with lower profitability
due to multiple factors such as raw material prices, labour costs
and market demand. During the year, the Group took big steps
in further optimizing the layout of its production base, constantly
taking an active part in environmental protection and vigorously
strengthening its employees’ welfare, thus laying a firmer foundation
for its sustainable corporate development. In 2012, the Group
attained relatively more stable operating results, and maintained a
more robust financial position. Given this scenario, | would like to
take this opportunity to thank the management at all levels and all
the employees for their efforts, and to thank all the customers and
suppliers for their unceasing support to the Group. At the same time,

| would cheer for the investors’ recognition of the achievement made
by the Group in the face of adversity and for their enduring support
to the development strategy of the Group.
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HE-_ZT——F+-_A=+t—HILEFE &
ENHBEARRRRIT -2FHEHENEA
R #8,937,578,0007T * M— T — — F E &k
TH12% HE_E——-F+=-A=+—H
IEFEOARRARRERE ARG EREZ
—E——F+-A=Z+—BLEFEZAAR
% # 5 B A FE (5 7 A R #1,703,845,000
JT T B&4.9% % A R #1,620,158,0007T * &%
BFAARBI24T - BE_T——_F+=
A=T—HIE AEENRESFEAARE
1,358,179,0007T °

ERNAEEEBRRBRIF RV BARRRE
RAATESFEEHIKERARETR.708
T (BREERIRE0208TT)  HERHAR
¥£0.577C °

T ZHFHPEMNMBREL DS RAEN
& REBEPESEAATEE —S——F+FH
BERE (BESGBYE B RERFRE
REZEWMH TE)E O BEA2,549.2(83%
B EFIERTH28% BEE T ——
FEABRE+LtEED S - HOBES
S mH OB AIS7T8EET AL LAY
1.2%  fREH D&% A1,591.4E%T Ak
FHEBI% - EE_E—=F_"F -+ /B
IEMATMEAR  PESERENLOSERLL
BETH31.9% HOREXRERANTR -

For the year ended 31 December 2012, the Group was in a sound
financial position. Total sales throughout the year amounted to
approximately RMB8,937,578,000, representing a slight decrease of
1.2% when compared to 2011. In comparison to profit attributable
to the equity holders of the Company of RMB1,703,845,000 for
the year ended 31 December 2011, profit attributable to the equity
holders of the Company for the year ended 31 December 2012
decreased by 4.9% to RMB1,620,158,000. Earnings per share
amounted to RMB1.24. For the year ended 31 December 2012, the
Group had net cash of RMB1,358,179,000.

In light of promising business performance and strong financial
position of the Group, the Board recommends the payment of a
final dividend of HK$0.70 per share (including a special dividend of
HK$0.20 per share), equivalent to about RMB0.57 per share.

Export value of China’s textiles and garments in 2012 recorded
an obvious slowdown. According to Chinese Customs statistics,
the total export value of China’s textile and garment industry
(including textile yarn, fabrics and finished products as well as
apparel and apparel accessories, the same below) in 2012 was
US$254.92 billion, representing an increase of approximately 2.8%
over the previous year. The extent of this increase was down by 17
percentage points when compared to 2011. Out of the total export
value, the export value of textile products amounted to US$95.78
billion, representing a year-on-year increase of 1.2%. The garment
export value rose by about 3.9% to US$159.14 billion on a year-on-
year basis. For the first two months ended 28 February 2013, the
export value of China’s textile and garment products grew by about

31.9%, reflecting signs of rebound in export growth.
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The slowdown in growth of the export value of textile and garment
products in 2012 was due to the following factors: firstly, the
decrease in selling price of the majority of garment products along
with the fall in cotton prices from historic high in 2011; secondly,
the competitiveness and profitability of the domestic textile and
garment enterprises in the international market was affected by the
much higher domestic cotton prices in China when compared to the
international market; thirdly, the slowdown in global economic growth
led to the substantial decrease in demand from the international
market, particularly the EU market whose amount of import of textile
and garment products from China fell by 11.9% due to the impact
of the European debt crisis; fourthly, the shift of part of the purchase
orders from China to other low-cost countries by international
customers as a result of the continued rise in labour costs in China
and the implementation of differentiated trade policies by a number
of garment producing clothing countries in respect of major garment
import markets including Europe and the United States.

Peers in China’s textile and garment industry are facing industry
consolidation and trans-regional industry transfer. Some of the small
and medium-sized enterprises which enjoyed cost advantages in the
past will gradually exit from the market. Environmental protection
issues will become increasingly important to the development of the
industry. Leveraging on the low labour costs, the strong support of
the industry from the government and the relatively favourable trade
policies, some countries in Southeast Asia region have undertaken
part of the business orders shifted from China. Peers with leading
position in China’s textile and garment industry should make best
use of their distinct edges in technology, management and capital to
speed up the adjustment of the layout of their industrial chains and
to foster the transformation and upgrading of their products, in order
for them to carve out a first-mover advantage in the transformation
of the industry and to present a golden opportunity to drive the
sustainable corporate development in the future.

In 2013, affected by the monetary easing policies around the world,
peers in the textile and garment sector will continue to experience
cost pressures brought about by rising prices. And, with the
stabilization of the economy, market demand is likely to pick up
slightly. The pressure of the appreciation of RMB against the U.S.
dollar has been remarkably reduced following the RMB appreciation
for a couple of years. Due to the implementation of cotton collection
and storage policy by the Chinese government, the cotton inventory
stock in China has hit record high, exceeding the expected
consumption volume on a year-round basis. However, the area
for cotton plantation may further diminish along with the decrease
in income for farmers. Cotton prices are expected to continue to
fluctuate within small extent in the short term. The gap between
domestic and foreign cotton prices is likely to be narrowed down.
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The Board collaborated closely with various dedicated committees
during the year. Tasks were performed in line with the Group’s
overall strategies and goals. Fruitful results were reaped in various
tasks. All members of the Company are committed to maintaining
highest degree of corporate governance as well as achieving fair and
impartial decision-making processes. We will strive for maintaining a
high degree of transparency, and pay every effort on providing open
channels of communication for all shareholders and investors.

I would like to express sincere gratitude to my fellow Directors for
their hard work over the year, and to extend heartfelt thanks to the
management at all levels and all the staff for their devotion during
the year. The Group’s success in maintaining stable business
development in a difficult operating environment is attributed to the
diligence and dedication of each and every member of us. | would
also like to thank our shareholders, customers and suppliers for their
enduring trust in the Company. With the support from all of you, | am
highly confident in the future development of the Group.

The current operating environment paints a bleak picture for China’s
garment industry. The Group will strive to capture opportunities
amid tough time, and will seek to establish a solid foundation for
its long-term development. In relation to our future development,
we will further optimize the layout of the industrial chains and
promptly enhance the efficiency of our new production bases. We
will also step up research and development efforts, enhancing the
value of our products, and seeking for larger market share through
the offering of high-quality, differentiated products. Efforts will be
dedicated to provide customers with services of the best quality, and
to tie up closer cooperative relationships with strategic customers.

We will continue to make a move into our goal of blossoming into an
enterprise with the strongest competitive edges among our industry
peers across the world. We will strive for providing consumers with
high-quality, eco-friendly products, and reaping favourable returns for
shareholders, in an effort to retain and enhance the Group’s leading
position in the industry.

Chairman of the Board
Ma Jianrong

Hong Kong, 25 March 2013
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OPERATING ENVIRONMENT

In 2012, the extent of increase in export value of China’s textile
and garment products showed a significant fall. The industry was
in face of a tougher operating environment. There was a decrease
in the profitability of most of the peers in the field of textile and
garment manufacturing. During the year, although cotton prices
were generally steady, China’s apparel production enterprises were
under greater raw material cost pressure when compared to other
garment producing countries, as a result of much higher cotton
prices in the Chinese market over the international market. What
was more, there was a continued significant rise in labour costs due
to price increases and the changes in relationship between labour
supply and demand. There was also a fall in consumption dampened
by the economic sluggishness in Europe and the United States. In
particular, there was an obvious decline in the import of textile and
apparel products by the European Union from different corners of
the globe. The sharp depreciation of Japanese yen also affected the
purchasing power of Japanese consumers. In addition to the impact
of multiple factors such as raw materials and labour costs on the
manufacturing costs of the peers, the exercise of differentiated trade
policies between China and other countries by major economies had
also led to the shift of some of the orders to certain neighbouring
countries of China. Major challenges faced by China’s textile and
garment industry will stem from both cost pressures and trade
policies in the coming years. Thus, the layout of the industrial bases

across the globe has become increasingly important.
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According to the statistics of China Customs, the total export value
of China’s textile and garment industry (including textile yarn, fabrics
and finished products as well as apparel and apparel accessories,
the same as below) in 2012 was US$254.92 billion, representing
an increase of 2.8% over the previous year. The increase was down
about 17 percentage points over 2011. Out of the total export value,
the export value of textile products amounted to US$95.78 billion,
representing a year-on-year rise of 1.2%. The garment export value
rose by 3.9% to US$159.14 billion on a year-on-year basis. In 2012,
the three major garment import markets including the European Union,
the United States and Japan accounted for 44.4% of China’s total
export value of textile and apparel products on an aggregate basis.
When compared to the previous year, the proportion declined by
about 3 percentage points, among them, exports to the European
Union decreased by 11.9% to US$47.09 billion; exports to the U.S.
jumped by 3.3% to US$38.92 billion; and exports to Japan rose by
0.4% to US$27.23 billion. Out of the major export markets, exports to
the European Union market exhibited a significant reversal, whereas
exports to the U.S. and Japanese market were relatively stable.
However, there were signs that the Japanese market has accounted
for a lower proportion of the export of China’s apparel products. In
addition, exports to Hong Kong increased by 5.8% to US$16.29
billion; exports to the Association of Southeast Asian Nations
(ASEAN), Latin America and Africa continued to maintain growth.
Value of export to these markets amounted to US$26.66 billion,
US$17.48 billion and US$15.63 billion respectively, representing
a growth rate of 34.2%, 5.3% and 14.7% over the previous year
respectively and accounting for 10.5%, 6.9% and 6.1% of the total
export value of China’s textile and garment products respectively.
In recent years, the growth rate of China’s exports to the ASEAN
countries was significantly higher than exports to other regions.
ASEAN has become the fourth largest market for China’s exports of
textile and garment products.
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In 2012, the export value from the top five coastal provinces in
China accounted for 72.1% (2011: 74.7%) of the total export value
of China on an aggregate basis, representing a decrease of 2.6
percentage points over the previous year. Export value of Zhejiang
Province decreased by 0.7% over the previous year to US$59.85
billion. It ranked first in China, followed by Guangdong Province,
where the export value decreased by 0.1% over the previous year to
US$42.65 billion. Jiangsu Province ranked third, with export value
of US$41.20 billion, up 0.8% over the previous year. Export value
of Shanghai City and Shandong Province were US$20.40 billion
and US$19.76 billion respectively, down 2.3% and 3.0% over the
previous year respectively. During the year, various coastal provinces
showed signs of slowdown in export growth. Armed with edges
in infrastructure, supporting industries and talented personnel, the
garment manufactures will be well-poised to step up transformation
upgrades as well as industrial output in these areas.

According to statistics released by the General Administration of
Customs of China, the total import and export value of China’s
foreign trade in 2012 was US$3,866.76 billion, with a growth rate
of 6.2% over 2011. This growth was, however, down about 16
percentage points when compared to 22.5% in 2011. In particular,
the total export value and the total import value amounted
to US$2,048.94 billion and US$1,817.83 billion respectively,
representing an increase of 7.9% and 4.3% over 2011 respectively.
During the year, the amount of China’s import and export trade
surplus amounted to US$231.11 billion, representing an increase of
US$75.97 billion or 49.0% when compared to US$155.14 billion in
2011. For the first two months of 2013, the total export value grew
by 23.6% over the same period last year. The import and export
trade surplus amounted to US$44.15 billion. The pick-up in demand
from the international market is expected to add fresh impetus to
the growth of China’s export trade in 2013. Yet, the rate of growth in
China’s export trade is unlikely to resume to the previous high levels

due to rising costs.
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Among China’s neighbouring garment producing countries, thanks
to low labour costs and excellent staff quality, Vietnam’s textile and
garment industry has relatively developed more rapidly. In 2012,
the total export value of all types of textile and garment and textile
yarn of Vietnam amounted to US$17.20 billion, representing a year-
on-year growth of 8.5%. In addition, as a member of the Trans-
Pacific Partnership Agreement (TPP), Vietnam will benefit from
special tariff policies among TPP countries, thereby enhancing the
export competitiveness of Vietnam’s garment products. At present,
garment textiles make up the largest proportion of goods exported
by Vietnam to the U.S.. Main raw materials of these garment textiles
are mainly imported from China. In 2012, the export value of textiles
from China to Vietnam amounted to US$5.22 billion, representing
an increase of approximately 5.0% over the previous year. As the
entittlement to the preferential zero tariff treatment among TPP
members is subject to a prerequisite that production raw material
must be sourced from TPP members, the Viethamese Government’s
policy is to encourage investments into the field of textile yarn
and fabric production. With the expanded scale of investments
into textile yarn and fabrics and the introduction of state-of-
the-art production technology from foreign countries, Vietnam's
competitiveness in garment export trade will be relatively enhanced
after TPP comes into effect. The Group is assessing the feasibility of
setting up production line in Vietnam.

According to the National Bureau of Statistics of China, the total
retail sales of consumer goods in 2012 jumped by 14.3% over the
previous year to RMB21,030.7 billion. The rate of growth was down
about 2.8 percentage points over the previous year. In terms of the
retail sales of goods among the “over-the-threshold” enterprises,
the retail sales of garments reported a growth of 17.7% over the
previous year. The rate of growth was down about 5.2 percentage
points over the previous year. The lower demand for apparel
consumption and the intensified brand competition had led to a
slowdown in sales growth of most of the domestic garment brands,
thus increasing the inventory pressure. The overall profitability of the
industry was not optimistic. However, apparel retail enterprises with
competitive advantages in quality and price will be well-positioned to

benefit from industry consolidation.
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As at 31 December 2012, in comparison to the rate of US$1 to
RMB8.2765 prior to the exchange rate reform since 21 July 2005,
the exchange rate of Renminbi (“RMB”) against U.S. dollars rose by
approximately 31.7% on an accumulated basis. Specifically, during
the year, the exchange rate of RMB against U.S. dollars increased
by 0.25%. Following the changes in the exchange rate for few years,
the pressure of RMB appreciation has been significantly mitigated.
For some time in the future, there may be two-way volatility or even
depreciation. During the year, the exchange rate of Japanese yen
against major currencies such as RMB and U.S. dollar showed signs
of continued depreciation, which exerted certain pressure on the
Japanese apparel retailers and consumers and might reduce the
value of exports of apparel products to the Japanese market.

In 2012, China’s gross domestic product (‘GDP”) grew by 7.8%
over the previous year to about RMB51.9 ftrillion. A pleasing growth
in economic development was maintained. Affected by China’s
population policy and the change in people’s employment concept,
the pressure of rising labour costs will continue to linger on. Part
of the labour-intensive manufacturing enterprises will transfer their
focus to other developing countries. Notwithstanding this, from
the perspective of the total volume of human resources, China will
maintain distinct edges in the coming years. Particularly, the labour
costs in the central and western regions are significantly lower than
the level of labour costs in the eastern coastal areas. The labour
supply potential is embedded with further room that is yet to be
tapped into. China’s status as a sizeable manufacturing country
is unlikely to be replaced in the short term. Benefiting from the
industry advantages in a couple of aspects including technology
and management accumulated over the years, China’s textile and
garment industry will continue to maintain considerable competitive
strength across the world. And, through further optimization of
management plus enhancement of product quality and added value,

the pressure of rising costs will be reduced.
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According to the information released by the National Bureau of
Statistics of China, China’s cotton cultivation area in 2012 was 4.70
million hectares, which was a decrease of 0.34 million hectares when
compared to the previous year. Cotton production output throughout
the year was 6.84 million tons, representing a growth of 3.8% over
the previous year. Cotton production output in China recorded
growth in output for two consecutive years. According to the
information released by the United States Department of Agriculture
(USDA) in February 2013, the world’s cotton production output in
2012/13 is estimated to be about 25.90 million tons, representing
a decrease of about 1.13 million tons or about 4% when compared
to 2011/12. The world’s cotton consumption in 2012/13 is about
23.13 million tons, representing an increase of 0.68 million tons or
about 3% when compared to 22.45 million tons in 2011/12. The
world’s cotton carryover inventory stocks amounted to 17.82 million
tons, representing an increase of about 19% when compared to the
previous year. Inventory consumption ratio was about 77%, reaching
historic high. China’s cotton consumption accounted for about
34% of the world’s total consumption and cotton import accounts
for about 35% of the world’s total import. Both consumption and
import volume accounted for a smaller proportion of the world’s
total volume. The expected cotton inventory in China was about
9.28 million tons, hitting a record high and exceeding the expected
year-round cotton consumption. To protect the interests of farmers,
the Chinese government has initiated a policy on cotton purchasing
and storage. As a result, the domestic cotton prices were much
higher than the international market. However, due to year-on-year
increase in planting costs associated with traditional cultivation
and harvesting, cotton farmers had not yielded ideal revenue
because of the government’s purchasing and storage policy.
China’s cotton planting area is expected to be further reduced. At
present, China’s cotton inventory level is at a record high. There
has been no significant increase in the demand for cotton from the
domestic textile and garment enterprises. Under the influence of
the government’s cotton purchasing and storage policy, the gap
between the domestic and foreign cotton prices will continue to

prevail. The domestic cotton prices will remain relatively stable.




:“ ER N B B 45 142 i 5 PR A & Shenzhou International Group Holdings Limited

BEEENWR DT

Management Discussion and Analysis

FA BERBEBERLABERMEE =
TZFERZE——FELFT26% &
E-E-——HF+-A=+—HIWNERINE
HiESR A I16EE L L EFREMT
1,304BETL -FRAARBITEFANEE X
TRATEFEFNNERTFREH#SZT B2
FUENERERBEREE S E MR LK
A B R MNBEE o6 4 R BB I 75 2R A9 B 1
EINEE NG MA - Bt HEAFETHAD
EERNDNCEEBAEEEERN LR
ERFEBEHME-

PENHEREEECEMEGENAEBEE
REY LS SHEMEROCEERER
A BRBESHREFENZR £EMEN
BMOFA TR - MREEBKBEERENS
BORA BERUEENORDIFHUAREE
BRETHESEBBER TE2HRREE
ENEBE-EPEBEAR TENES ARE
EaR —BRERS REER EME
MmEF N RRERERSL A PEREKER
MHEZEBIEEEACEREEE B
BERMUNPERELECESEEZ DN
TENES - BEERRZKE PELEE
MARA KM BB BEeEZEHHEZED
EREXEIZREMARZAE UEARE
REXRTPZHFES-

During the year, the increase in consumer price slowed down. When
compared to 2011, consumer price increased by 2.6%. As of 31
December 2012, the country’s foreign exchange reserves amounted
to US$3,311.6 billion, representing an increase of US$130.4 billion
over the previous year. People’s Bank of China lowered deposit and
loan interest rates and deposit reserve ratio for two consecutive
times during the year. However, the monetary easing policy around
the world will accelerate price increases, and the increase in the
government’s foreign exchange reserves will aggravate the liquidity
pressure. Therefore, there is no much room for reducing interest
rates in the short term. Enterprises are more likely to face price
increases as well as increasing interest burdens.

The overall operating environment is hardly optimistic for China’s
textile and garment manufacturers, whose market share has started
to decline as a result of the differences in manufacturing costs
and international trade policies when compared with enterprises in
other countries. With low labour costs, vigorous national support of
the industry as well as the grant of preferential trade treatment by
developed countries, the industry in Southeast Asian countries has
showed rapid growth momentum. In light of industry consolidation
and accelerated upgrading in China, small and medium-sized
enterprises with high resources consumption, obsolete equipment
and low-end products are exiting from the market. Meanwhile,
in view that China’s garment products are undergoing changes
in consumption structures and consumption patterns, garment
manufacturers with leading position in China will continue to benefit
from industry consolidation. To meet future challenges, China’s
enterprises should capitalize on their existing advantages in a

number of spectrums including technology, management and capital,
in order for them to make adjustment of the globalization layout
of the industry chain and to enhance their competitiveness in the
industry globally.
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BUSINESS REVIEW AND FUTURE PROSPECTS
AND STRATEGIES

Business Review

During the year, the textile and garment industry was in face of
tougher operating environment, including: much higher cotton prices
in the domestic market when compared to the international market,
rising labour costs, weakened demand in the global market, the
shift of some overseas orders to other developing countries around
China. Regarding the overall situation of the industry, the Group
achieved relatively stable operating results. Revenue and net profit
in 2012 decreased slightly by 1.2% and 4.9% respectively from
2011. During the year, the Group had attained better progress in a
number of spectrums, such as the optimization of the layout of the
production bases, conservation-based and eco-friendly production,
the strengthening of employees’ welfare and the enhancement
of retail business, thus laying a solid foundation for the sustained
development of the Group in the future.

Optimization of the layout of production bases

During the year, the construction of a new garment manufacturing
factory Phase Il in Cambodia was carried out as scheduled. The
factory had begun to be put into operation in stages. With the
completion of the construction of the newly-built garment factory
Phase Il in Anging City, Anhui Province, the factory had started
to recruit new employees in February 2013. With the smooth
progress of the newly-built garment factories Phase Il in Cambodia
and Anging City, Anhui Province, the Group further optimized the
layout of its production bases, relieved the operating pressure on
the Group resulting from the continuous rise in labour costs, and
also enhanced the Group’s comprehensive competitiveness in the
industry. The Group made efforts to improve the efficiency of the
new garment factories, in order to strive for the early realization of
the normal capacity of the new factories. With the completion of the
infrastructure construction of the newly-built textile factory in Ningbo,
China, the factory commenced production in the fourth quarter
of 2012. The project is currently progressing well, and is going to
gradually reach the expected scale in 2013. In addition, the Group
is actively identifying suitable overseas production bases, with a
view to better consolidating the global resources and to promptly

responding to the changes in the operating environment.
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Stepping up effort in conservation-based and eco-friendly
production

The Group has always placed indispensable emphasis on
environmental protection, and is untiringly playing a more active role
in this aspect. During the year, the Group’s efforts on environmental
protection were well recognized by the relevant authorities. Ningbo
Shenzhou Knitting Co., Ltd., a principal subsidiary of the Group,
was rated as an “Energy-saving, Emission-reducing Advanced
Enterprise” by the Ningbo Municipal Government, awarded as an
“Excellent Enterprise with Environment Optimization and Energy
Saving in China’s Knitting Industry” by the Knitting Industry
Association of China, and rated as the “Best Supplier with
Sustainable Development” by major customers. Led by the changes
in consumption demand, the production of green products has
become an increasing trend for the development of the industry. The
reduction of adverse impacts on the environment is the basis on
which enterprises can grow into sustainable development, and also
forms a part of their corporate social responsibility.

Strengthening of employees’ welfare

The Group extended continued efforts on strengthening employees’
welfare, with an aim to build a relatively stable team of employees
and to ensure the best performance of the lean production
and management. In addition to providing comprehensive staff
dormitories, during the year, we had made a decision to construct
residential areas for our employees in Anging City, Anhui Province,
in order to provide our outstanding employees with amiable living
condition. We also arranged low-rent housings for employees in
Ningbo. During the year, we provided these imported labour forces
with chartered shuttle services to facilitate their return to home
during the Chinese New Year and their subsequent return to work at
our expense. In Cambodia, the Group started to provide free working
meals for the local staff. The Group encouraged employees to take
an active part in the day-to-day management of the Company.
Constructive suggestions and innovative ideas will be rewarded
with certain incentives upon their acceptance. The Group regards
excellent employees as important resources for its corporate
development. While raising employees’ salaries, the Group will
continue to improve the living condition and working environment for

its employees.
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Solid expansion in the retail business

In relation to the domestic retail business, at this stage, the Group
continues to stick to the principles of prudent control over the
progress of the store expansion. We currently focus on a number
of primary fundamental tasks including team integration, process
optimization, system improvement, and product improvements. For
the year ended 31 December 2012, the total number of the Group’s
directly-operated stores increased to 17, which are mainly located in
eleven cities in Zhejiang, Shanghai and Jiangsu Province. Despite a
temporary slowdown in retail consumption in the domestic garment
market, the Group believes that in long term, the development of the
domestic retail market is still blessed with immense opportunities,
in particular, garment products with high quality, green eco-friendly
concept and competitive price are set to account for larger market
share.

FINANCIAL REVIEW

Revenue

Revenue for the year ended 31 December 2012 amounted to
RMB8,937,578,000, representing a decrease of RMB105,864,000
or about 1.2% when compared to RMB9,043,442,000 for the year
ended 31 December 2011. The slight decrease in revenue was due
to the following facts: (1) there was no obvious expansion in the
Group’s production capacity during the year, and hence, there was
no significant increase in orders from major customers; (2) softer-
than-expected sales performance of the Group in Japanese market;
(3) there was a relatively reduction in business volume for domestic
customers due to the impact of their excess inventory; (4) there was
a reduction in the average selling price of the Group during the year,
which was as a result of the significant fall in the average purchase
price of raw materials when compared to 2011; and (5) a drop in

gains for from foreign currency hedging.
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The comparison of the revenue of the Group for 2012 and 2011 by
product categories is as follows:

BLE+t-RA=t+-RHLEE

For the year ended 31 December

—E-C-F —E——F B
2012 2011 Change

ARBT R % AREFIT % ARBTIT %
RMB’000 % RMB’000 % RMB’000 %

RE W By product
EBEERE Sportswear 4,994,455 55.9 4,949,196 54.7 45,259 0.9
NEELES Casual wear 2,993,648 33.5 3,046,903 33.7 (53,255) (1.7)
WK 38 AR 3 Lingerie 701,766 7.8 799,391 8.8 (97,625) (12.2)
H st Other knitting products 247,709 2.8 247,952 2.8 (243) 0.1)
SHEMBE Total revenue 8,937,578 100.0 9,043,442 100.0 (105,864) (1.2)
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Sales of sportswear for the year ended 31 December 2012
amounted to RMB4,994,455,000, representing an increase
of RMB45,259,000 or 0.9% when compared to sales of
RMB4,949,196,000 for the year ended 31 December 2011. There
was a further increase in the proportion of sales of sportswear of
the total sales to 55.9%. Yet, there was a slowdown in sales growth.
This was mainly due to the sharp fall in the amount of sales made
to customers of the domestic sportswear brands when compared
to the previous year, which was as a result of the impact of the
consumption demand. During the year, the sales revenue from
the domestic sportswear brands amounted to RMB194,174,000,
representing a decrease of RMB144,656,000 or about 42.7% when
compared to last year’s figure of RMB338,830,000.

Sales of casual wear decreased from RMB3,046,903,000 for
the year ended 31 December 2011 to RMB2,9983,648,000 for
the year ended 31 December 2012, representing a decrease of
RMB53,255,000 or about 1.7%. The decrease was mainly due
to: (1) the reduction in the amount of orders made by the Group’s
customers in Japan during the year when compared to the previous
year, which was as a result of the impact of the lower consumption
demand and the exceptional climate conditions in the year; and (2)
the adjustment of customer structure by the Group in response to

the pressure of rising costs.
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Sales of lingerie decreased from RMB799,391,000 for the year
ended 31 December 2011 to RMB701,766,000 for the year ended
31 December 2012, representing a decrease of RMB97,625,000
or about 12.2%. The decrease was principally attributable to the
reduction in orders made by customers in Japan along with the drop
in consumption demand.

The comparison of the revenue of the Group for 2012 and 2011 by
market regions is as follows:

Bltt-A=t-HLFE

For the year ended 31 December

—B-—-F —E——F g5
2012 2011 Change
AR¥ETR % ARETT % AREFTTT %
RMB’000 % RMB’000 % RMB’000 %
&M% By regions

B Japan 2,805,902 31.4 3,224,257 35.7 (418,355) (13.0)
BUM Europe 1,849,436 20.7 1,949,355 21.6 (99,919) (5.1)
E3E u.S. 727,913 8.1 516,420 5.7 211,493 41.0
Hh Others 1,778,979 19.9 1,428,093 15.8 350,886 24.6

BREHE/NaT Sub-total for
international sales 7,162,230 80.1 7,118,125 78.8 44,105 0.6
NiHE Domestic sales 1,775,348 19.9 1,925,317 21.2 (149,969) (7.8)
SHEBET Total revenue 8,937,578 100.0 9,043,442 100.0 (105,864) (1.2)
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The Group’s sales in the Japanese market for the year ended 31
December 2012 amounted to RMB2,805,902,000, representing a
decrease of RMB418,355,000 or about 13.0% when compared to
RMB3,224,257,000 for the year ended 31 December 2011. The
decrease was mainly due to the reduction in sales of casual wear
and lingerie to the Japanese market by the Group.

The Group’s sales in the European market for the year ended 31
December 2012 amounted to RMB1,849,436,000, representing a
decrease of RMB99,919,000 or approximately 5.1% when compared
to RMB1,949,355,000 for the year ended 31 December 2011. The
decrease was mainly due to the decline in the overall consumption
demand in the European market amid a vulnerable economy.
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Growth in sales was maintained in the U.S. and other markets
including Hong Kong, Taiwan, Korea and Singapore. For the year
ended 31 December 2012, sales from the U.S. and other foreign
markets increased by approximately 41.0% and 24.6% respectively
when compared to the previous year. The substantial increase in
the Group’s sales from other markets was mainly contributed by the
Taiwan market.

Dampened by the decline in market demand from customers of the
domestic brands during the year, the Group’s sales in the domestic
market recorded a setback for the first time. During the year ended
31 December 2012, garment sales in the domestic market amounted
to RMB1,573,754,000, representing a decrease of RMB140,119,000
or approximately 8.2% when compared to RMB1,713,873,000 for
the year ended 31 December 2011.

Cost of sales and gross profit

The Group’s cost of sales for the year ended 31 December
2012 amounted to approximately RMB6,393,023,000 (2011:
RMB6,441,605,000). The Group’s gross profit margin of sales
in 2012 was approximately 28.5%, representing a decrease of
approximately 0.3 percentage point when compared to 28.8%
in 2011. The slight decrease in gross profit margin was mainly
due to: (1) the inclusion of a gain of RMB37,487,000 (2011:
RMB140,3183,000) from foreign currency forward hedges between
U.S. dollars and Renminbi in the Group’s operating revenue for the
year ended 31 December 2012. If such gain from foreign currency
forward contract hedges was excluded, the gross profit margin of
the Group’s sales in 2012 would have been approximately 28.2%
(2011: 27.6%), which was an increase of 0.6 percentage point
when compared to 2011; (2) the continued surge in labour costs;
and (3) the rapid decline in the U.S. dollar price actually sold by the
Company to its bank in the second half of 2012.

Equity attributable to the equity holders of the Company

As at 31 December 2012, the Group’s equity attributable to the
equity holders of the Company amounted to RMBS8,087,370,000
(2011: RMB6,078,229,000), of which non-current assets amounted
to RMBS3,967,507,000 (2011: RMBS3,634,317,000), net current
assets amounted to RMB4,154,627,000 (2011: RMB2,477,911,000),
and non-controlling interests amounted to RMB34,764,000 (2011:
RMB33,999,000). The increase in equity attributable to the equity
holders of the Company was mainly attributable to the placing of
new shares and the increase in retained earnings during the year.
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Liquidity and financial resources

For the year ended 31 December 2012, net cash generated
from the Group’s operating activities amounted to
approximately RMB1,624,567,000, comparing to approximately
RMB1,641,447,000 in 2011. The Group’s net cash (cash and
cash equivalents less bank borrowings) as at 31 December 2012
were RMB1,358,179,000. The Group’s net borrowings (bank
borrowings less cash and cash equivalents) as at 31 December
2011 was RMB214,663,000, representing an increase in net cash by
RMB1,572,842,000.

Cash and cash equivalents of the Group’s as at 31 December 2012
amounted to RMB2,144,405,000 (2011: RMB1,029,596,000). The
total amount of outstanding borrowings was RMB786,226,000
(2011: RMB1,244,259,000, being short-term bank borrowings), all
of which were short-term bank borrowings. Equity attributable to
equity holders of the Company amounted to RMBS8,087,370,000
(2011: RMB6,078,229,000). The Group was in a good cash flow
position, with a debt to equity ratio (total outstanding borrowings
as a percentage of equity attributable to the equity holders of the
Company) of 9.7% (2011: 20.4%).

For the year ended 31 December 2012, the Group entered into an
interest rate swap contract with the relevant bank in respect of a
loan denominated in U.S. dollars. The contract came into effect on
30 April 2011, and will terminate on 31 March 2014. The Group
shall bear interest payment to the relevant bank at a fixed interest
rate of 1.183% per annum, and interest charges to the relevant bank
at the one-month U.S. dollar LIBOR rate. The principal amounts
of the agreed transaction under the contract are US$50,000,000
commencing on 30 April 2011, US$40,000,000 commencing on 28
September 2012, US$30,000,000 commencing on 28 March 2013,
and US$20,000,000 for the period from 30 September 2013 to
31 March 2014. The main purpose of the transaction between the
Group and the relevant bank was to fix the financing cost of the bank
loan.
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Finance costs and tax

Finance costs decreased from RMB51,243,000 for the year ended
31 December 2011 to RMB29,987,000 for the year ended 31
December 2012. The decrease was mainly due to the reduction in
the Group’s average amount of bank borrowings during the year.
The Group’s U.S. dollar and Renminbi loan interest rates during the
year ranged from 1.12% to 3.21% and 2.50% to 8.55% respectively
(2011: 1.24% to 5.91% and 2.50% to 8.55% respectively).

For the year ended 31 December 2012, income tax expense of the
Group amounted to RMB383,985,000, representing an increase
of RMB29,412,000 when compared to income tax expense of
RMB354,573,000 for the year ended 31 December 2011. The
increase in income tax expense was mainly due to higher income tax
rates for the subsidiaries of the Group in China during the year.

Pledge of the Group’s assets

As at 31 December 2012, to secure the Group’s bank overdraft
facilities from the Ningbo Branch of HSBC Bank (China) Company
Limited in the amount of RMB5,000,000, the Group’s plants and
prepaid land lease payments with an aggregate carrying amount
of RMB192,217,000 as at 31 December 2012 were pledged as
security. As at 31 December 2011 and 31 December 2012, no
overdraft facilities were used by the Group. In addition, the Group
has entered into a credit facility contract with the Ningbo Branch of
Hang Seng Bank (China) Limited in the amount of RMB60,000,000,
for which the Group’s plants and prepaid land lease payments
with an aggregate carrying amount of RMB228,969,000 as at 31
December 2012 were pledged as security. As at 31 December 2012,
the outstanding borrowings of the Group secured by way of asset
security from the Ningbo Branch of Hang Seng Bank (China) Limited
was nil (as at 31 December 2011: RMB10,000,000). Certain bank
loans and credit facilities of the Group are secured by the Company
and the holding companies controlled by the directors of the
Company.
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Use of proceeds from the placing of new shares

The Company completed a placing of 85,000,000 new shares
on 26 April 2012, and raised net proceeds of approximately
HK$1,158,650,000 (equivalent to approximately RMB939,548,000
based on the exchange rate of HK dollar against RMB of
HK$1:RMB0.8109) after share issue expenses. The intended
application of the proceeds from the placing of new shares, and
the actual use of those proceeds during the period are set out as
follows:

° An amount of approximately RMB608,174,000 will be used
for the establishment of new textile production facilities in
Mainland China, as well as the purchase and construction of
the relevant equipment and plant. An amount of approximately
RMB313,305,000 has been used during the year;

° An amount of approximately RMB121,635,000 will be used
to set up new garment production facilities and to purchase
production equipment during the year. An amount of
approximately RMB78,729,000 has been used;

° An amount of approximately RMB81,090,000 will be used
to expand our retail network. An amount of approximately
RMB28,567,000 has been used during the year; and

° An amount of approximately RMB128,649,000 is used for the
repayment of part of the Group’s short-term bank loans. The
amount has been fully utilized during the year.

As at 31 December 2012, the remaining balance of the net
proceeds was equivalent to approximately RMB390,298,000, which
have been placed as bank deposits in Hong Kong and Mainland
China. For details of the placing of new shares, please refer to the
announcements of the Company dated 16 April 2012 and 26 April

2012 respectively.
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Exposure to foreign exchange

As the Group’s sales were mainly settled in U.S. dollar, while its
purchases were mainly settled in Renminbi, the Group’s costs and
operating profit margin were affected by exchange rate fluctuations
to certain extent. The Group has adopted a policy to hedge part
of its foreign exchange risks in light of the existing fluctuations of
exchange rate between U.S. dollar and Renminbi. The amounts to
be hedged depend on the Group’s expected revenue, purchases
and capital expenditure in U.S. dollar, as well as the market forecast
of fluctuations in the exchange rate of U.S. dollars against Renminbi.

To avoid reductions in value and volatility of future cash flows
arising from any exchange rate movement between Renminbi and
U.S. dollar, the Group has arranged an appropriate amount of U.S.
dollar borrowings. As at 31 December 2012, out of the total bank
borrowings, U.S. dollar borrowings amounted to RMB565,695,000
(US$90,000,000 based on the original currency) (as at 31 December
2011: RMB902,037,000 (US$143,160,000 based on the original
currency)). In addition, the Group entered into forward contracts
selling U.S. dollar in order to hedge certain of its foreign exchange
risk, particularly those related to U.S. dollar. As at 31 December
2012, the aggregate amount of the outstanding U.S. dollar forward
contracts was approximately US$120,000,000 (as at 31 December
2011: approximately US$875,000,000). The Group has also entered
into a number of non-deliverable U.S. dollar foreign currency
forward contracts. As at 31 December 2012, the aggregate value
of outstanding non-deliverable U.S. dollars foreign currency forward
contracts was amounting to approximately US$420,000,000 (as
at 31 December 2011: approximately US$210,000,000), including
foreign exchange forward contracts US$320,000,000 that had
already been settled during the year. The value of open contracts
was amounting to US$100,000,000 (as at 31 December 2011:
approximately US$210,000,000).
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Employment, training and development

As at 31 December 2012, the Group employed more than
51,400 employees. Total staff costs, including management and
administrative staff, accounted for approximately 21.4% (2011:
19.3%) of the Group’s sales during the year. The Group remunerated
its staff according to their performances, qualifications and industry
practices, and conducted regular reviews of its remuneration
policy. Employees may receive discretionary bonuses and monetary
rewards based on their ratings in annual performance appraisals.
The Company also offered rewards or other incentives to motivate
personal growth and career development of the employees, such
as ongoing opportunities for training to enhance their technical and
product knowledge as well as their knowledge of industry quality
standards. Each of the new employees of the Group is required to
attend an introductory course, while there are also various types of
training courses available to all the Group’s employees.

Capital expenditure and commitments

During the year, the Group’s total investment in property, plant
and equipment and prepaid land lease payments amounted to
approximately RMB690,571,000, of which approximately 50% was
used for the acquisition of production equipment, approximately
45% for the construction and acquisition of new factory buildings
and prepaid land lease payments, and the balance was used for the
purchase of other fixed assets.

CONTINGENT LIABILITIES
As at 31 December 2012, the Group had no material contingent
liabilities.

EVENTS AFTER THE REPORTING PERIOD

The Group has no significant events after the reporting period up to

the date of this report.
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FUTURE PROSPECTS AND STRATEGIES

Under the current background of a slowdown growth in the global
economy and increased liquidity pressure emerging from additional
currency issuance, most of the industry peers will face with dual
pressures in terms of a slowdown in growth of market demand and
swift surge in manufacturing costs. Compared with peers in other
countries, enterprises in the textile and garment industry in China are
required to withstand additional pressure arising from the differences
between prices of raw materials and trade policies. At present, some
apparel importers outside the country have strategically begun to
shift their purchase orders to other low-cost countries, while some
small and medium-sized garment manufacturing enterprises within
the country have exited from the industry due to the continued
pressure from rising cost and higher environmental requirements.
The international shift and the domestic consolidation in the garment
industry will linger on for a prolonged time. Despite the depressing
business environment at the moment, the Group believes that the
leading enterprises in the industry are still well-positioned to capture
development opportunities. However, enterprises are required to
accelerate the adjustment of the layout of the industrial chain, to
consolidate the global resources, and to mitigate the pressure from
the continued rise in labour costs through reasonable use of their
edges in technology, management and capital, in order for them to
carve out first-mover niche in the industry adjustment. The Group will
focus on the following aspects of tasks in its future development.

We will capitalize on the existing technology base to step up
our research and development efforts on product offering and to
bolster up the Group’s leading position in terms of new product
development capability and technology innovation in the industry.
We will make great steps to transform into high value-added, eco-
friendly, conservation-based and fit-for-health products. We will
endeavour to stay in the top spot amid the competitive pressure
from the industry by offering high-quality, differentiated products. We
will also enrich the existing product lines to better meet the future

changes in consumption demand.
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We will take great leaps in further optimizing the global layout of the
industrial chain by actively looking at the possibility of establishing
production lines amongst the ASEAN countries. With resource
advantages of different regions, we will manage to resist against the
pressure arising from the rapid rise in labour costs. Thanks to the
preferential trade policies put in place by major apparel importing
countries in overseas countries where the Group’s has made
investments, we will be well-poised to enhance the competitiveness
of the Group in the industry customers. At the same time, the Group
will strengthen the training of management talents from overseas
countries. Efforts will be dedicated on the localization of overseas
management personnel, with a view to improving the management
standard of overseas factories, in order for these factories to reach
desirable production efficiency and to ensure stable product quality.

We will adhere to a green, eco-friendly direction in our corporate
development. Through the deepening of the lean production and
management, we will be able to reduce materials loss and energy
consumption. By exercising strict control over the entire process of
production stretching across raw materials, equipment, technology
and product, we will continuously enhance the technological level
of clean production, thereby providing consumers with eco-friendly
garment products and pursuing sustainable development.

In relation to market layout, the Group will make reinforced efforts
on consolidating the existing market and stepping up the expansion
into new markets, so as to reduce the operating risk exposures
associated with the volatility of a single market. The Group will
continue to offer strategic customers with services of superb quality.
We will optimize the integrated processes of production and enhance
our capability in rapid delivery. Thus, the Group’s products will better
serve the market demand.

In light of the challenges of the depressing operating environment,
we will take advantage of our edges in technology and scale, and
capitalize on the new development opportunities presented by the
industry consolidation, thus laying a stronger basis for our sustained

development and creating more prominent returns for shareholders.
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CORPORATE GOVERNANCE

The Group’s stated objective is to enhance its corporate value,
focusing on the solid growth in net profit and consistently
stable cash flow, to ensure the Group’s long-term, sustainable
development and to achieve sound returns for shareholders. The
Group is committed to raising its corporate governance standards
and increasing the transparency of its operations. Such objective
will be achieved by constantly improving the quality of corporate
governance of the Company through continuing training for Directors
as well as staff and the appointment of external professional
advisers.

The Board has adopted its own Code of Corporate Governance,
which covers all of the code provisions and most of the
recommended best practices of the Corporate Governance Code
(the “CG Code”) as set out in Appendix 14 to the Rules (the “Listing
Rules”) Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) since 9 October 2005.

The Company had complied with all the code provisions of the CG
Code throughout the year ended 31 December 2012. Set out below
are major updates on the Company’s compliance with the CG Code
during the period under review:

Adoption of the amended and restated Articles of Association
of the Company

The Stock Exchange has amended the Listing Rules and the CG
Code, which came into effect in phases on or before 1 April 2012.
In order to ensure that the articles of association of the Company
(the “Articles”) is in compliance with the requirements of the Listing
Rules and the CG Code, during the period under review, the Board
made the relevant amendments to the Articles to comply with the
Listing Rules and the CG Code and proposed the adoption of a new
set of the Articles which incorporated such relevant amendments.
The shareholders of the Company approved the adoption of the
amended and restated Articles at the annual general meeting of the
Company convened on 29 May 2012.
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Name of Directors

Terms of Reference of Board Committees

In order to comply with the Listing Rules and the CG Code, the
terms of reference of each of the audit committee, nomination
committee and remuneration committee of the Company have been
revised accordingly. Such terms of reference and the list of Directors
and their roles and functions have been published on the websites of
the Company and the Stock Exchange respectively.

Responsibilities of Directors

All Directors should participate in continuous professional
development to develop and refresh their knowledge and skills
pursuant to the code provision A.6.5 set out in the CG Code. The
Company has arranged for continuous professional development on
the update of the Listing Rules and the related legal and regulatory
requirements for the Directors.

A summary of training received by the Directors during the year is as
follows:

ZIER ()
Type of
training (Note)

BITES
Executive Directors
BREEE

Mr. Ma Jianrong
=EAMEL

Mr. Huang Guanlin
BEMEE

Mr. Ma Renhe
Be@Eat

Ms. Zheng Miaohui
ITHERESE

Mr. Wang Cunbo

FHITES
Non-executive Director
PRAEEFEE

Mr. Chen Zhongjing

A&B

A&B

A&B

A&B

A&B

A&B
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Name of Directors

EINER (PIFE)
Type of
training (Note)

BYFBTES

Independent Non-executive Directors
BEmEL

Mr. Jiang Xianpin

PBRARTF 5o 4

Mr. Chen Genxiang

mEESLEE

Mr. Zong Pingsheng

BEREE

Mr. Dai Xiangbo

i
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A&B&C

A&B

A&B

Note:
A: attending seminars organized by the Company

B: reading seminar materials and update relating to the latest
development of the Listing Rules and other applicable regulatory
requirements

C: attending a briefing session on directors’ duties and responsibilities
under laws and regulations conducted by legal professional when
newly appointed

Corporate governance functions

The Company has adopted the terms of reference for corporate
governance functions on 26 March 2012 in compliance with
the code provision D.3 set out in the CG Code, effective from 1
April 2012. Pursuant to the terms of reference of the corporate
governance functions, the Board shall be responsible for developing
and reviewing and/or monitoring the policies and practices on
corporate governance of the Group; training and continuous
professional development of Directors and senior management and
making recommendations; compliance with legal and regulatory
requirements; the code of conduct and compliance manual (if any)
applicable to employees and Directors; and the Group’s compliance
with the CG Code.

Communications with shareholders

Pursuant to the code provision E.1.2 set out in the CG Code, the
Company invited representatives of the external auditors of the
Company to attend the annual general meeting of the Company
convened on 29 May 2012 to answer shareholders’ questions about
the conduct of the audit, the preparation and content of the auditors’
report, the accounting policies and auditor independence.
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The Company has adopted a shareholders’ communication policy
and procedure for shareholders to propose a person for election
as a Director with effect from 26 March 2012. The policy and the
procedure are available on the website of the Company.

THE BOARD

The Group endeavours to enhance corporate efficiency and
profitability through the Board. The Directors recognise their
collective and individual responsibility to the shareholders and
perform their duties diligently to contribute to positive results for the
Company and maximize returns for shareholders.

As of the issuance of this annual report, the Board currently
comprises five Executive Directors, one Non-executive Director and
three Independent Non-executive Directors, whose biographical
details and family relationships among certain Directors are set
out in the section headed “Biographical Details of Directors and
Senior Management” on pages 51 to 58. There is no other material
financial, business or relevant relationships among the Directors.

The Board is responsible for governing the Company and managing
assets entrusted by the shareholders. The principal responsibilities of
the Board include the formulation of the Group’s business strategies
and management objectives, supervision of the management and
evaluation of the effectiveness of management strategies.

Day-to-day management of the Group’s businesses is delegated to
the Executive Directors or officers in charge of each division. The
functions and power that are so delegated are reviewed periodically
to ensure that they remain appropriate. Matters reserved for the
Board are those affecting the Group’s overall strategic policies,
finances and shareholders including financial statements, dividend
policy, significant changes in accounting policy, material contracts
and major investments. All Board members have separate and
independent access to the Group’s senior management to fulfill their
duties. They also have full and timely access to relevant information
about the Group and are kept abreast of the conduct, business
activities and development of the Group. Independent professional
advice can be sought at the Group’s expense upon their request.

All Directors are required to declare to the Board upon their first
appointment of the directorships or other positions they are
concurrently holding at other companies or organizations. These
interests are updated on an annual basis. A Director should declare
his/her interests and abstain from voting in respect of any proposal
or transaction discussed by the Board in which he/she is deemed by
the Board to have a conflicting interest.
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Directors are requested to declare their direct or indirect interests,
if any, in any proposals or transactions to be considered by the
Board at Board meetings and withdraw from the meetings as
appropriate. The Company follows guidelines (available at the
“Corporate Governance” Section of our website) at each financial
reporting period to seek confirmation from Directors in respect of any
transactions of the Company or its subsidiaries which are related to
Directors or their associates. The identified significant related party
transactions are disclosed in the Notes to the Financial Statements
of the Annual Report.

CHAIRMAN AND GROUP GENERAL MANGER
The Chairman of the Board and the Group General Manager
have separate and distinctive roles. The Chairman of the Board is
responsible for the overall management of the Board and significant
operational decisions of the Group, while the Group General
Manager is responsible for managing the day-to-day operations of
the Group’s business. Mr. Ma Jianrong is the Chairman of the Board
and Mr. Huang Guanlin is the Group General Manager.

Independence of Independent Non-executive Directors
Independent Non-executive Directors accounted for one third of the
members of the Board. The Independent Non-executive Directors
are outstanding executives or experts in the textile industry who
bring with them expertise in different areas. They provide adequate
control and balances for the Group to protect the overall interests of
the shareholders and the Group. The role of the Independent Non-
executive Directors is to provide independent and objective opinions
to the Board for its consideration and decisions. All independent
Non-executive Directors have submitted annual written confirmation
of their independence and compliance with the independence
guidelines as set out in the Listing Rules.

Board proceedings

Regular Board meetings are held to discuss the Group’s
operation, financial performance, corporate governance and future
development. At least 14 days prior notice and an agenda with
supporting papers of no less than 3 days of the Board meeting are
given to Directors to ensure timely access the relevant information to
discharge their duties.

Minutes of the Board and Board Committees are taken by the
Company Secretary and, together with any supporting papers, are
open for inspection following reasonable notice by any Directors.
Draft and final versions of minutes are sent to all Directors for their
comment and records, respectively.
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The Company held 5 full Board meetings for the year ended 31
December 2012, with all Directors attended, except for Mr. Chen
Zhongjing and Mr. Huang Guanlin, each of them was absent from 1
meeting as they had other business engagements.

Board meetings will be held at least four times a year with additional
meetings convened as and when necessary to determine overall
strategic directions and objectives and approve interim and annual
results and other significant matters. As Mr. Jiang Xianpin was
appointed as a Director on 1 April 2012, and Mr. Dai Xiangbo
resigned as a Director on 1 April 2012, they were not able to attend
certain meetings of Board Committees and Sub-committees. Mr. Qiu
Weiguo was appointed as a Director on 1 April 2013.

During the year, the Chairman also held a separate meeting with all
the Independent Non-executive Directors to address business issues
and concerns.

BOARD COMMITTEES

To oversee particular aspects of the Company’s affairs and to assist
in the execution of its responsibilities, the Board has set up three
Committees, namely Audit Committee, Remuneration Committee
and Nomination Committee. The Committees have been structured
to include a majority of Independent Non-executive Directors as
members in order to reinforce independence. All of the Committees
are governed by its respective terms of reference, which are available
on the Company’s website www.shenzhouintl.com.

All Committees are provided with sufficient resources to discharge
their duties. The Committees report to the Board on a regular
basis to discuss significant issues and findings and to make
recommendations to the Board for making decisions.

REMUNERATION COMMITTEE

The Company established the Remuneration Committee in
compliance with the CG Code on 9 October 2005. As of the
issuance of this report, the Remuneration Committee comprises
Mr. Ma Renhe, an Executive Director, Mr. Chen Genxiang and Mr.

Jiang Xianpin, both are Independent Non-executive Directors. Mr.
Chen Genxiang was redesignated as Chairman of the Remuneration
Committee from a member on 1 April 2012.
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The principal responsibilities of the Remuneration Committee are to
make recommendations to the Board on the overall remuneration
policy and structure for the Directors and senior management and on
the establishment of a formal and transparent process for approving
such remuneration policy. The Remuneration Committee makes
recommendations to the Board on the remuneration packages of
individual executive Directors and senior management. No Director
will take part in any discussion on his or her own remuneration. The
details of their fees are set out in note 8 to the financial statements.

The Company’s objective for its remuneration policy is to maintain
fair and competitive packages based on business requirements and
industry practice.
and fees paid to members of the Board of Directors, market rates
and factors such as each Director’s workload, responsibility, and job

In order to determine the level of remuneration

complexity are taken into account.

The Remuneration Committee held 1 meeting with full attendance in
2012. At the meetings, it reviewed the remuneration of Directors and
senior management.

NOMINATION COMMITTEE

The Company established the Nomination Committee on 9 October
2005. As of the issuance of this report, the Nomination Committee
comprises Mr. Ma Jianrong, an Executive Director, Mr. Qiu Weiguo
and Mr. Jiang Xianpin, both are Independent Non-executive
Directors. Mr. Ma Jianrong was appointed as the Chairman of the
Nomination Committee on 1 April 2012.

The principal responsibilities of the Nomination Committee are
to identify candidates with suitable qualifications as directors,
select and nominate such candidates for directorship and provide
recommendations to the Board; regularly review the structure,
headcount and composition (including skills, knowledge and
experience) of the Board and make recommendations to the Board

for any proposed changes.

The Nomination Committee held 1 meeting with full attendance
in 2012. At the meetings,
reappointment of retiring Directors for shareholders’ approval at the
Annual General Meeting (‘“AGM”).

it reviewed and recommended the
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APPOINTMENT AND RE-ELECTION OF
DIRECTORS

A person may be appointed as a member of the Board at any time
either by the shareholders in general meeting or by the Board upon
recommendation by the Nomination Committee.

In accordance with the Company’s Articles of Association, any
Directors appointed by the Board as additional Directors or to fill
casual vacancies shall hold office until the next AGM (in the case of
an addition to the Board) or until the next general meeting (in the
case of filling a casual vacancy), and are eligible for re-election by
the shareholders. In addition, all Directors are required to retire by
rotation at least once every three years at the AGM, subject to re-
election by the shareholders. All Independent Non-executive Directors
are appointed for specific terms for not more than three years.

AUDIT COMMITTEE

The Company established the Audit Committee in compliance with
Rules 3.21 to 3.23 of the Listing Rules on 9 October 2005. As of
the issuance of this report, the Audit Committee comprises three
Independent Non-executive Directors, namely Mr. Jiang Xianpin,
Mr. Chen Genxiang and Mr. Qiu Weiguo. Mr. Jiang Xianpin was
appointed as the Chairman of the Audit Committee on 1 April 2012.
His expertise in accounting, auditing and finance enables him to
provide leadership for the Committee.

The principal responsibilities of the Audit Committee are to conduct
critical and objective reviews of the Group’s financial and accounting
practices and internal controls. These include determining of
the nature and scope of statutory audit, reviewing the Group’s
interim and annual accounts and assessing the completeness and
effectiveness of the Group’s accounting and financial controls.

The terms of reference of the Audit Committee are consistent with
the recommendations as set out in “A Guide for Effective Audit
Committee” published by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”) and the provisions of the CG Code.

The Audit Committee held 2 meetings with full attendance for the
year ended 31 December 2012. At the meetings, it reviewed the
2011 final results, financial report and auditing issues, with the
external auditors, and the 2012 interim results, the activities of the
Group’s internal audit functions, the internal audit report on business
operations and continuing connected transactions.
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TREARRESEN T _FALFEMREE Details of Director's attendance at the AGM, Board and Board
FRE BECEHENEEZEL M Committee Meetings held in 2012 are set out in the following table.
B EEEERNEBEBHTERI5.6% - The overall attendance rate of Directors at Board Meetings was
95.6%.
HE/BTEERY
Meetings Attended/Held
Esgea ERERS Fmzee REZEE RRBFAE
Board Audit Remuneration Nomination
Meeting Committee Committee Committee AGM

BYKHTES
Independent Non-executive Directors
BRREEE 5/5 2/2 1/1 - 1/1
Mr. Chen Genxiang
rEREE 1/1 1/1 1/1 1/1 -
Mr. Dai Xiangbo
BEmELE 4/4 1/1 - - 1/1
Mr. Jiang Xianpin
REERE 5/5 2/2 - 1/1 1/1

Mr. Zong Pingsheng

EBTES

Non-executive Director

BB EE 4/5 - - - 0/1
Mr. Chen Zhongjing

BITES

Executive Directors

SRREE 5/5 - - - 1/1
Mr. Ma Jianrong

EEMKREE 4/5 - - 11 1/1
Mr. Huang Guanlin

BCMEE 5/5 - 1/1 - 11
Mr. Ma Renhe

BopE L+ 5/5 - - - 1/1
Ms. Zheng Miaohui

TREREEE 5/5 - - - 1/1

Mr. Wang Cunbo




Annual Report 2012 £ ¥ “:

L s SO £

Corporate Governance Report

Bt 35 3R &
EZeHOLAGEEEREEEAANAEAR
ﬁ%ﬁ’ﬁﬂﬁ%%@%%@?@%ﬁ%ﬁ
WERMN TS EREKE - AR 7]
BEBENETBRLEBER %ﬁﬂ%&
L BB ERA R -BEZRNEVBRE
EEAKRENRERREARELTELS
Sty AR L

&P B

EFRHARSERTARE —EEE0NH
ERRG ARBREBFARIARARA
TMERERDTOEHRR -

AEBNABERRREERRSEENaHE
MR -BREETSRTEBAMRERE
BIE BRRENGACEREERAANY
B I R R T AERE R AR SR -
ZERENREFEEANBRRASIER
EHA BB NEENHEE I &5 EMIEH
BREHXBRSBEOER -

EFRARERTEBENEEGRT AR
BRE-F-—FT-A=t—ALEEZ
MEER RS KNSR EAHIEZE -
BERARHERARE RS ERTEE
EFERAAKEERTMBEERSR AL

ZEE

B
NEBEZAFEEREARFNARIBERT @
EEEZAGE AHNEAMERAIFEER
WA BEEREBEEZZBR S - ABEZBFIA
TRBRHEEHMAEER NHEENEH
ARAERRER ZH RERBIETEHN
EE-ZAMEENBERASEER &
PN EZAES RBE e AT A
EEEBRERZEERTLERINSE
ﬂ°EZuBF?§§53%V§AE BEENTESR
EREIRMAERRE YEEENRER
ZEE BRERSE ﬁﬁmﬁFAE%ﬁ
EVLZES EFNRREEBEEMER-

FINANCIAL REPORTING

The Board acknowledges its responsibility to prepare the Company’s
accounts which give a true and fair view and in accordance with the
accounting standards generally accepted in Hong Kong as published
by the HKICPA. The Company has selected appropriate accounting
policies and has applied them consistently based on prudent and
reasonable judgments and estimates. The Directors endeavoured to
make a fair and comprehensible assessment of the Group’s current
conditions and prospects in the financial report.

INTERNAL CONTROLS

The Board recognises its responsibility to maintain an appropriate
internal control system and to ensure accurate reporting of the
Company’s state of affairs to shareholders and the public in a timely
manner.

The Group’s internal control system is designed to enhance
operating effectiveness and efficiency, to safeguard assets against
misappropriation and unauthorized disposition, to maintain
appropriate accounting records and financial reports that are
true and fair, and to ensure compliance with relevant laws and
regulations. The system aims at providing a reasonable, but not
absolute, assurance against material misstatement or loss and
managing rather than eliminating operational risks.

The Board, through the Audit Committee, reviewed the internal
control system of the Group for the year ended 31 December 2012,
which covered controls over financial reporting, operations and
compliance, as well as risk management functions, and considered
that the system of internal controls in operation in the Group have
been in place and functioning effectively.

INTERNAL AUDIT

The Internal Audit Department plays an important role in monitoring
the internal governance of the Company. The Internal Auditor
reports directly to the Chairman and has direct access to the Audit
Committee. The Internal Audit Department has unrestricted access
to information that allows it to review all aspects of the Company’s
risk management, control and governance processes. On a regular
basis, it conducts audits on major activities and process of the

Group’s business and support units. It also conducts special reviews
or investigations of areas of concern identified by Management or
the Audit Committee. All audit reports are communicated to the Audit
Committee, Directors and key senior management. Audit issues are
tracked and followed up for proper implementation, with progress
reported to the Audit Committee, Directors and senior management
periodically.
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EXTERNAL AUDITORS

The Group’s independent external auditor is Ernst & Young. The
Audit Committee is responsible for the appointment of the external
auditors and reviewing the non-audit functions performed by the
external auditors for the Group. In particular, the Audit Committee
will, prior to the execution of contract with the external auditors and
the commencement of their duties, consider whether the non-audit
functions will result in any potential material conflict of interest.

The related remuneration for the audit services provided by Ernst
& Young to the Group for the year ended 31 December 2012
amounted to RMB2,380,000.

The Board is satisfied with the audit fees, process and effectiveness
of Ernst & Young and has recommended their appointment as the
Company’s external auditors at the forthcoming AGM.

SECURITIES TRANSACTIONS OF DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in the Listing
Rules as the Company’s code of conduct regarding Directors
securities transactions (“Securities Trading Code”). A copy of
the Securities Trading Code is provided to all Directors on their
appointment. Reminder will be issued twice a year, being 30 days
prior to the Board meeting approving the Company’s interim results
and 60 days prior to the Board meeting approving the Company’s
reminding the Directors that they are not allowed
to deal in the Company’s securities prior to the announcement

annual results,

of its results (the period during which the directors are prohibited
from dealing in shares) and that all transactions must comply with
the Securities Trading Code. Upon specific enquiries, all Directors
confirmed their strictly compliance with the relevant provisions of the
Securities Trading Code throughout the year.

Senior management may be in possession of unpublished price-
sensitive information due to their duties within the Company, and
hence, is required to comply with the Securities Trading Code.
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COMPANY SECRETARY

The Company Secretary, Mr. Chan Tak Hing Kenii, is responsible for
facilitating the Board process, as well as communications among
Board members, with shareholders and management. Mr. Chan’s
biography is set out in the “Biographical Details of Directors and
Senior Management” section on pages 51 to 58. During the year, Mr,
Chan undertook not less than 15 hours of professional training to
update his skills and knowledge.

INVESTORS RELATIONS AND
COMMUNICATION

The Board recognises the importance of communication with its
shareholders. Annual and interim reports offer comprehensive
operational and financial performance information to shareholders
and the AGM provides a forum for shareholders to express their
concerns directly to the Board.

Our Investor Relations Department communicates with research
analysts and institutional investors in an on-going manner and
provides them with up-to-date and comprehensive information about
the Group’s strategies and development.

The Company also issues press releases from time to time
throughout the year and responds to requests for information and
queries from the investors. Current information on the Company
including interim and annual reports, announcements, press
releases and presentations material can be retrieved through our
Company’s website www.shenzhouintl.com. Information on the
website is updated in a timely manner to ensure that speed, fairness
and transparency of our disclosure. We recognize that not all
shareholders and stakeholders have ready access to the internet.
For those who do not, hard copies of those website information

listed above are available free of charge upon request to the
Company Secretary.
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SHAREHOLDERS

The Company has a policy of open communication and fair
disclosure. Disclosure is a key means to enhance our corporate
governance standards, in that it provides our shareholders and
other stakeholders with the information necessary for them to form
their own judgment and to provide feedback to us. We understand
that more disclosure does not necessarily result in increased
transparency. The integrity of the information provided is essential for

building market confidence.

The Board and Senior Management recognize their responsibility
to represent the interests of all shareholders and to maximize
shareholder value. Therefore, we strongly encourage shareholders
to put forward proposals at an AGM or extraordinary general
meeting (‘EGM”) including a written notice of those proposals that
could be addressed to the Company Secretary at the registered
office. Enquires may be put to the Board by contacting either the
Company Secretary through our hotline 852-2310-4919, email at
2318ir@shenzhougroup.com or directly by questions at an AGM or
EGM. Questions on the procedures for convening or putting forward
proposals at an AGM or EGM may also be put to the Company
Secretary by the same means.

Pursuant to the Articles of Association of the Company, any one or
more shareholders holding at the date of deposit of the requisition
not less than one-tenth of the paid up capital of the Company
carrying the right of voting at general meetings of the Company
shall at all times have the right, by written requisition to the Board
or the Secretary of the Company, to require an EGM to be called
by the Board for the transaction of any business specified in such
requisition; and such meeting shall be held within two (2) months
after the deposit of such requisition. If within twenty-one (21) days of
such deposit the Board fails to proceed to convene such meeting the
requesting member(s) himself (themselves) may do so in the same
manner, and all reasonable expenses incurred by the requesting
member(s) as a result of the failure of the Board shall be reimbursed
to the requesting member(s) by the Company.

We will continue to review and, where appropriate, improve on our
corporate governance practices in light of evolving experience,
regulatory requirements and international developments. Corporate
Governance is an evolving process. Good corporate governance is a

journey, rather than a final destination.
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EXECUTIVE DIRECTORS

Mr. Ma Jianrong (5 &%), aged 49, is an Executive Director
and the Chairman of the Group. He is a senior economist. He is
responsible for the overall business development strategy of the
Group and has over 32 years of experience in the textile industry.
Prior to joining the Group in 1989, he worked for Shaoxing Cotton
Mill (#B B8 478k ) and Hangzhou Linping Knitting and Garment Plant
(DU G F T4 AR ZE MR ) . After joining the Group, Mr. Ma served
as the manager of the knitting and weaving department, a deputy
general manager and the general manager of Ningbo Shenzhou
Weaving Group Co., Ltd. (“Ningbo Weaving”), the earliest operating
entity of the Group. He has been acting as the chairman of Ningbo
Shenzhou Knitting Co., Ltd. (“Shenzhou Knitting”) since April 2005.
He was appointed as the chairman of the Nomination Committee
on 1 April 2012. Mr. Ma is a deputy to the People’s Congress of
Zhejiang Province. He was awarded with “Charity Model of Ningbo
(BHHEEME) ", “Charity Prize of Zhejiang — Individual” (3T
#ZE 45— {# A 8%) and “Prize for Outstanding Charity Contribution in
China"(FBIZZREERE) .

Mr. Huang Guanlin (ZB#) , aged 48, is an Executive Director
and the general manager of the Group. He is responsible for the daily
operations of the Group such as production, sales and marketing
and has over 25 years of experience in the textile industry. Mr.
Huang graduated from Zhejiang University of Technology (3T T %
K ) majoring in chemical industry management and engineering.
Prior to joining the Group in 1989, he worked for a silk knitting mill
in Yuhang County, Zhejiang Province. After joining the Group, Mr.
Huang worked as the manager and a deputy general manager of the
production and operation department of Ningbo Weaving. He has
been acting as the general manager of Shenzhou Knitting since April

2005. Mr. Huang was the chairman of the Nomination Committee
during the period from October 2005 to March 2012. He is the
brother-in-law of Mr. Ma Jianrong. Mr. Huang ranked third on the
2012 Forbes China Best CEOs List.
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Mr. Ma Renhe (B {=#1), aged 53,
a deputy general manager of the Group. He is responsible for
administration, dyeing and finishing affairs of the Group and has

is an Executive Director and

over 36 years of experience in textile industry. Prior to joining the
Group in 1989, he worked for Shaoxing Cotton Mill and Hangzhou
Linping Knitting and Garment Plant. After joining the Group, Mr. Ma
worked as the manager and a deputy general manager of the dyeing
and finishing department of Ningbo Weaving. He has been acting
as a deputy general manager of Shenzhou Knitting since May 2002.
From October 2005 to March 2012, Mr. Ma was also the chairman
of the Remuneration Committee and subsequently redesignated as
a member of the Remuneration Committee. He is a cousin of Mr. Ma
Jianrong (his father and Mr. Ma Jianrong’s father are brothers).

Ms. Zheng Miaohui (B 1E) |
and a deputy general manager of the Group. She is responsible for

aged 58, is an Executive Director

the financial management of the Group and has over 28 years of
experience in financial management and obtained an accountant
qualification certificate. After joining the Group in 1988, Ms. Zheng
served as the manager and an assistant to the general manager of
the finance department of Ningbo Weaving. She has been acting as
a deputy general manager of Shenzhou Knitting since April 2005.

Mr. Wang Cunbo (EEi§) ,
Department Head of the Finance Department of the Group and
the Financial Controller of Shenzhou Knitting in May 2004. He

aged 41, joined the Group as the

was appointed as a Director of the Group in 2011. He graduated
from Zhejiang University of Technology CHTiT T¥ A£2)
in biology and chemical engineering, with a bachelor’s degree in

majoring

engineering in 1995. In the same year, Mr. Wang studied at Zhejiang
University of Technology where he obtained a master’s degree in
management in 1998. In addition, he has obtained the certificates of
the PRC certified public accountant, the PRC registered tax agent
and the PRC certified public valuer and senior accountant and the
operating permit of the PRC public certified accountant engaged in
securities and futures-related business. Prior to joining the Group, he
was a partner of Ningbo Tianjian Yongde United Accounting Firm ( 2
BRI ER A A B AT) , deputy general manager of Ningbo
Yongde Corporate Management and Consulting Firm ( Z2 5 sk =1 %
EIBRBEFT) , and has over 6 years of experience in acting as

certified accountant.
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NON-EXECUTIVE DIRECTOR
Mr. Chen Zhongjing (B £ &), aged 51, is a Non-Executive
Director. He is a senior economist. Mr. Chen has 31 years of
management experience in administrative affairs. He has obtained a
certificate of corporate human resources manager. Before joining the
Group in 20083, he worked for the People’s Government of Ningbo
City, and served as the head of Beilun District Committee Office
of CCP (FftitmBmEPW ANE LX), secretary of Dagi Township
Committee of CCP (FRHE XM EZE2E5), a deputy head of
the Management Committee of Ningbo Beilun Technology Park
B tmElEEREZ €8 ET), a deputy co-ordinating major
mechanical and electrical projects under the Ningbo government ( 2
BHBINEAWEIRB B AZES EE) . Currently, Mr. Chen is a Vice
Chairman and a deputy general manager of the Ningbo Development
Zone Holding Group () M # @ ZKR & E ) and he is the legal
representative and a General Manager of the Ningbo Economic &
Technical Development Zone Jinfan Co., Ltd. (Z)FFHZEE SN E
BFRE/A7]) . Mr. Chen is the legal representative and the chairman
of both Ningbo Economic & Technical Development Zone Dangang
Development Co., Ltd. (%% 2% & X &R B R A7) and Ningbo
Jin Shi Microfinance Joint Stock Co. ()& & A/NEERRH R F) .
He is also the supervisor of Bank of Ningbo Co.,Ltd (2 B 1T %
DA AT (@ company listed on the Shenzhen Stock Exchange
in China), a director of =R EHZSBRMHER LA and HFiL®
B ERITID A A, the legal representative and the General
Manager of ) i 3% [& 8 %1% & R 2 7], a deputy head of Listing
committee of Beilun district, Ningbo (Z & fdt & 4B E /)
and a member of Ningbo CPPCC ( ZE )& M B 1% Z &) . Mr. Chen was
a deputy general manager of Ningbo Shenzhou Knitting Co., Ltd. in
September 2003. He was appointed as an Executive Director and

a deputy general manager of the Company in October 2005. On 8
February 2010, he was re-designated as a Non-executive Director of
the Company.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Jiang Xianpin (B E M), aged 48, studied accounting in
Southwestern University of Finance and Economics, the People’s
Republic of China (7R B 48 K 2) from 1982 to 1986 and obtained
a bachelor degree in Economics majoring in accounting. Mr. Jiang
started teaching at Zhejiang University of Technology (34T T %
K E) since 1986 and is currently a professor in the School of
Economics, Trade and Management (#& % & 1 Ep3 ) of Zhejiang
University of Technology. Mr. Jiang is also a key teaching staff in
the University’s MBA Education Centre and has been engaged
by the Science Technology Department of Zhejiang Province (i
SIE R BEE) as its special finance expert. Mr. Jiang is the vice
president of the Association of Credit Assessment and Management
of Hangzhou, PRC (fiMmEAEEHE ), a director of Institute
of Finance Engineering, Zhejiang Province, PRC (#/T%& & @t T 12
B2 ) and the chief financial adviser to MM B EE ML ERNA A,
Mr. Jiang was appointed as an Independent Non-executive Director
and the Chairman of the Audit Committee and a member of the
Remuneration Committee and the Nomination Committee on 1 April
2012.

Mr. Chen Genxiang (BR#R %), aged 64, has over 43 years of
experience in the textile industry. Mr. Chen obtained a certificate
of dyeing and finishing engineer from /& & & AT T XE2. Mr.
Chen joined the Company’s subsidiary, Ningbo Shenzhou Knitting
Co., Ltd, in 1993. Mr. Chen worked for the Group until 2007 and
was the deputy general manager of Ningbo Shenzhou Knitting
Co., Ltd. responsible for the product development of the Group
until 2007 when he left the Group for retirement. Prior to joining
the Group in 1993, Mr. Chen served as an assistant to the factory
manager of Shanghai Knitting No. 20 Plant and a deputy general
manager of Shanghai Baoye Knitting Company Limited. Mr. Chen
joined the Group in August 2011 as an Independent Non-executive
Director, and a member of the Remuneration Committee and Audit
Committee. He was promoted to the Chairman of the Remuneration
Committee in April 2012.

Mr. Zong Pingsheng (3R 4) , aged 79, joined the Group in July
2005 as an Independent Non-executive Director, and a member
of the Audit Committee and the Nomination Committee. Mr. Zong
was employed as a teacher of the textile engineering faculty at
Southern Yangtze University (VT AZ) (formerly known as Wuxi
College of Light Industry (fE#5 8 T 2 28t ) and Wuxi University of
Light Industry (#£$5% T K& )). He obtained the qualification of
professor in 1987. Mr. Zong has been awarded a special government
allowance by the State Council in 1992. Mr. Zong retired from his
office in the Group on 1 April 2013.
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Mr. Qiu Weiguo (3/&H) , aged 61, joined the Group on 1 April
20183 as an Independent Non-executive Director, and a member
of the Audit Committee and the Nomination Committee. Mr. Qiu
graduated from Party School of Ningbo Municipal Committee of
the Communist Party of China, holding a bachelor degree and the
qualification of practicing as an economist in Ningbo (Intermediate
level). He served as a factory manager of Ningbo Chemical Fibre
Plant (2 244/ ) , the chairman and chief executive of Z
BEFEE, a manager of K M 474 T % A 7], the chairman
and chief executive of & 47 4% & B3E A% 2 5], the party secretary
of the Communist Party Committee of the city of Fenghua. Before
joining the Group, Mr. Qiu served as the chief of Ningbo Bureau of
Quality and Technical Supervision (ZF T E 2 FIITEEH) and the
secretary to the Party Committee. He retired in April 2012.

COMPANY SECRETARY

Mr. CHAN Tak Hing, Kenji (FR{EH) , aged 42, joined the Group in
September 2008. Now, he is the Financial Controller and Company
Secretary of the Group. Mr. Chan has over 17 years of experience
in auditing, financial controlling, company secretary and accounting.
Mr. Chan holds a Master Degree in Business Administration and
a Degree in Master of Science in China Business Management.
Mr. Chan is also a fellow member of the Association of Chartered
Certified Accountants, an associate member of the Hong Kong
Institute of Certified Public Accountants, a Certified Tax Adviser in
Hong Kong and an associate member of the Institute of Chartered
Accountants in England & Wales.

SENIOR MANAGEMENT

Mr. Hu Jijun (B4 E) , aged 44, is a deputy general manager of
the Group. He is responsible for sales and marketing of the Group
and has 23 years of sales and marketing experience in the Japanese
knitwear market. After joining the Group in September 1989, Mr.
Hu worked at the production and operation department of Ningbo
Weaving as the deputy manager and an assistant to the general
manager, responsible for export sales. He has been acting as a
deputy general manager of Shenzhou Knitting since April 2005.

Mr. Chen Lan (BR/E) , aged 47, is a deputy general manager of
the Group, responsible for the procurement of raw materials, such
as cotton yarn, and information management, and has over 24 years
of experience in textile industry. After joining the Group in July 1989,
he served as the manager of the weaving department, the deputy
manager of the production and operation department, the manager
of the raw materials procurement department and an assistant to the
general manager of Ningbo Weaving and an assistant to the general
manager of the Group.
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Mr. Gu Chaoquan (BEEI#E) , aged 51, is a deputy general manager
of the Group, responsible for the production planning of the Group,
and has over 25 years of experience in textile industry. Prior to
joining the Group in 1989, he worked for the government of Beilun
District, Ningbo City, China. Mr. Gu served as the deputy head of
the office, the manager of the garment manufacturing department,
the manager of the No. 1 garment manufacturing department (& 7K
—#F) , assistant to the general manager of Ningbo Weaving and an
assistant to the general manager of the Group.

Ms. Chen Zhifen (BR=Z%) , aged 44, is a deputy general manager
of the Group, responsible for all garment manufacturing department,
and has over 23 years of experience in textile industry. After joining
the Group in April 1990, she worked as the section chief, the
manager of its garment manufacturing department, the manager
of the No. 2 and No. 6 garment manufacturing departments,
an assistant to the general manager of Ningbo Weaving and an
assistant to the general manager of the Group. During the period
from September 2000 to June 2003, Ms. Chen studied in Naval
University of Engineering (/8% T2 X2 ) , majoring in management
engineering.

Mr. Yan Delin (S5##), aged 58, is a deputy general manager
of the Group, in charge of the operations of the Group’s garment
factory in Cambodia and has over 25 years of experience in textile
industry. He has obtained the certificate of assistant economist. Prior
to joining the Group, Mr. Yan worked as the head of the equipment
division of Hangzhou Linping Knitting and Garment Plant, the
head of its office, and a deputy general manager of joint venture
companies under Yuhang Cooperative Office (RMIBIEPFRE) ,
during which, he served as the general manager of a Cambodian
company under the Yuhang Cooperative Office. After joining the
Group in October 1999, Mr. Yan worked as the deputy head of
the office of Ningbo Weaving and has been acting as an assistant

to the general manager of Shenzhou Knitting since May 2005. He
graduated from the Correspondence College at the Party School of
the Central Committee of CCP majoring in economic management.
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Mr. Jiang Tao (JI3%), aged 46, is an assistant to the general
manager and the manager of the Uniglo Business Department of
the Group. He has 18 years of experience in knitting and weaving
industry. Mr. Jiang graduated from the faculty of English at Shanghai
University (_E/8XE) | majoring in English for international trade.
Prior to joining the Group, he worked at Shanghai Dongfang Rimian
Company Limited ( /@R 5 B4 ER A F]) . After joining the Group
in October 1998, Mr. Jiang served as an assistant to the general
manager of Ningbo Weaving and was responsible for the sales to
Uniglo.

Mr. Cui Jifeng (#4232 8) , aged 49, is an assistant to the general
manager of the Group, responsible for its technology and quantity
affairs, and has over 25 years of experience in textile industry. Prior
to joining the Group in 1990, he worked as the deputy factory
manager of Ningbo Beilun Garments Plant (Z & 4t @ lRE B in
charge of technology. Mr. Cui served as the deputy manager of the
production and operation department and an assistant to the general
manager of Ningbo Weaving.

Mr. Hu Yonghai (#k8), aged 47, is an assistant to the
general manager of the Group, responsible for the affairs of fabric
technology, and has over 24 years of experience in textile industry.
He has obtained the certificate of assistant economist. Mr. Hu
graduated from Zhejiang Industrial University (3L 3% A2 ) with
a bachelor’s degree in industrial management engineering. He
joined the Group immediately after graduation and worked as the
assistant manager, deputy manager of the production and operation
department and an assistant to the general manager of Ningbo

Weaving, responsible for the affairs in connection with fabrics and
technology.
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Mr. Ma Bin ( E#2) , aged 42, joined the Group in 2001. Currently,
he is an assistant to the general manager and the manager of the
NIKE Business Department of the Group. He is fully in charge of
the operation and project management and customer relationship
maintenance of the NIKE business department. Mr. Ma has 13
years of experience in the textile industry. After joining the Group,
he participated in the formation of the Shenzhou Department of
European and U.S. Business and was responsible for targeting
potential customers. He has been responsible for the NIKE business
since early 2005. In January 2009, he was appointed as an assistant
to the Group’s general manager. He graduated from the Department
of Electronic Engineering of the Fudan University and later obtained
his SUFE-Webster joint MBA from the MBA School of Shanghai
University of Finance and Economics. Before joining the Group, Mr.
Ma served as the business development manager of the Sealand
Securities.

Mr. Song Qing (RE), aged 43, is an assistant to the general
manager and the manager of the ADIDAS Business Department of
the Group. He is chiefly responsible for the general management
and system construction of the ADIDAS Business Department of
the Group. He assists the general manager with other aspects of
operations and has 15 years of experience in the textile industry.
In 1994, Mr. Song graduated from the Department of Computer
Science and Technology of the Northwestern Polytechnical
University. He obtained a Master of Technology from the National
University of Singapore in 2005 and received an NTU-SJTU Joint
Executive MBA (EMBA) Programme in 2008. Joining the Group
in January 2007, Mr. Song has 10 years of work experience in
Singapore. Beginning in 1997, he worked as a senior software
development engineer for a software development firm for a year.
In 1998, he joined K#ET XM ABRAF of the textile industry
and served as its IT Manager and Chief Information Officer (CIO)
successively.

Mr. Xu Huiguo (2 El) , aged 60, joined the Group in 2011. He
is currently a deputy general manager of the Group in charge of
the administrative affairs of the Group. Mr. Xu has over 42 years of
experience in administration and management. Mr. Xu has obtained
an undergraduate qualification in economic management from the
Party School of the Central Committee of C.P.C. and is a qualified
engineer. Prior to joining the Group, he has been the team leader of
the wiring team (£ 8%FX) of Ningbo Electricity Bureau ( 2% S ¥
/@), a manager and the secretary of the party branch of %)X & &
& %N F], the general manager of ZE % & E N F], the chief
of Beilun District Electricity Bureau (bt #t&E F) and the general
manager of Ningbo Mingyao Environmental Thermal Power Co., Ltd.
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The Directors of Shenzhou International Group Holdings Limited (the
“Company”) have pleasure in submitting their report together with
the audited financial statements of the Company and its subsidiaries
(collectively the “Group”) for the year ended 31 December 2012.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATIONS

The principal activity of the Company is investment holding. The
primary activities of the subsidiaries are set out in note 18 to the
financial statements.

An analysis of the Group’s performance for the year by business
and geographical segments is set out in note 4 to the financial
statements and the Management Discussion and Analysis section.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2012 and
the state of affairs of the Company and of the Group as at that date
are set out in the financial statements on pages 74 to 183.

The Board recommends the payment of a final dividend of
approximately HK$0.70 (including a special dividend of HK$0.20)
(equivalent to approximately RMBO0.57) per share for the year ended 31
December 2012 to shareholders whose name appear on the register
of members of the Company at the close of business on 3 June 2013
at 4:30 p.m.. However, the proposed payment of the dividend shall be
subject to approval by shareholders at the forthcoming annual general
meeting (the “AGM”) to be held on 28 May 2013.

No interim dividend was declared for the six months ended 30 June
2012.

There was no arrangement under which a shareholder of the
Company had waived or agreed to waive any dividend during the
year ended 31 December 2012.

RESERVES

Details of movements in the reserves of the Company and of
the Group during the year are set out in note 29 to the financial
statements and in the consolidated statement of changes in equity,
respectively.

DONATIONS

Charitable and other donations made by the Group during the year
amounted to RMB5,855,000.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group are set out in note 15 to the financial statements.
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SHARE CAPITAL

On 13 April 2012, the Company entered into an agreement with
Keep Glory Limited and Credit Suisse (Hong Kong) Limited in respect
of placing of the shares of the Company (“Placing Agreement”).
According to the Placing Agreement, the Company placed
85,000,000 shares (“Placing Shares”) to independent third parties by
way of top-up placing at HK$13.80 per Placing Share. Net proceeds
from the placing of shares were approximately HK$1,158,650,000
(equivalent to approximately RMB939,548,000). Details of the
Placing are set out in the announcement of the Company dated 16
April 2012 and 26 April 2012 respectively.

Save for the placing of shares mentioned above, there were no
movements in either the Company’s authorised or issued share
capital during the year.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company as at 31 December 2012,
calculated in accordance with the Companies Law Cap. 22 (Law
3 of 1961, as consolidated and revised) of the Cayman Islands,
amounted to RMB2,279,155,000, of which RMB754,855,000 has
been proposed as final dividend for the year.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
articles of association and there was no restriction under the laws
of Cayman Islands, which would oblige the Company to offer such
rights on a pro rata basis to existing shareholders during new shares
issue.

SUMMARY FINANCIAL INFORMATION

A summary of the results, assets and liabilities of the Group for the
last five financial years is set out on page 184.

PURCHASE, SALE OR REDEMPTION OF
SECURITIES

The Company completed the placing of 85,000,000 new shares on
26 April 2012 with net proceeds of approximately HK$1,158,650,000
(equivalent to approximately RMB939,548,000). Details of the
placing were set out in the announcements of the Company dated
16 April 2012 and 26 April 2012 respectively.

Save for the placing of new shares of the Company mentioned
above, neither the Company nor any of its subsidiaries has
purchased, redeemed or sold any of the Company’s listed securities
during the year ended 31 December 2012.
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SHARE OPTION SCHEME

No share option scheme was operated by the Company as at 31
December 2012.

DIRECTORS

The Directors during the year and up to the date of the report were:

Executive Directors:
Mr. Ma Jianrong

Mr. Huang Guanlin
Mr. Ma Renhe

Ms. Zheng Miaohui
Mr. Wang Cunbo

Non-executive Director:
Mr. Chen Zhongjing

Independent Non-executive Directors:
Mr. Jiang Xianpin
(appointed on 1 April 2012)
Mr. Qiu Weiguo
(appointed on 1 April 2013)
Mr. Chen Genxiang
Mr. Zong Pingsheng
(resigned on 1 April 2013)
Mr. Dai Xiangbo
(resigned on 1 April 2012)

In accordance with Article 86(3) of the Company’s Articles of
Association, Mr. Qiu Weiguo will retire at the forthcoming annual
general meeting and, being eligible, offer himself for re-election.

In accordance with Article 87(1) and 87(2) of the Company’s Articles
of Association, Mr. Ma Jianrong, Mr. Ma Renhe and Ms. Zheng
Miaohui shall retire by rotation at the forthcoming annual general
meeting and, being eligible, offer themselves for re-election.

The Independent Non-executive Directors are appointed for a term
of three years. The Company has received annual confirmations of

independence from Mr. Jiang Xianpin, Mr. Qiu Weiguo, Mr. Chen
Genxiang and Mr. Zong Pingsheng pursuant to Rule 3.13 of the
Listing Rules and has considered that they are independent.
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DIRECTORS’ SERVICE CONTRACTS

Each of the Executive Directors has entered into a service
contract with the Company for a term of three years which will be
automatically renewed for another term of three years until it is
terminated pursuant to the terms of the respective service contract.
According to the respective service contract, it may be terminated
at any time by either party giving the other party not less than three
months’ prior written notice.

Each of the Independent Non-executive Directors has entered into a
service contract with the Company for a term of three years which
will be automatically renewed for another term of three years until
it is terminated pursuant to the terms of the respective service
contract. According to the respective service contract, it may be
terminated at any time by the Independent Non-executive Director
giving not less than three months’ prior written notice.

The Non-executive Director has entered into a service contract with
the Company for a term of one year which will be automatically
renewed for another term of one year until it is terminated. According
to the service contract, it may be terminated at any time by either
party by giving not less than one month’s prior written notice.

Under the respective service contracts, each of the Executive
Directors is entitled to an annual discretionary management bonus
as the Remuneration Committee of the Board may approve, provided
that the aggregate amount of the discretionary management
bonuses payable to all Executive Directors in respect of any financial
year of the Group would not exceed 5% of the net profits of the
Group after taxation and minority interests and less the aggregate
amount of the discretionary management bonuses but before non-
recurring items for the relevant financial year.

REMUNERATION OF THE DIRECTORS

Details of the remuneration of the Directors are set out in note 8 to
the financial statements.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed under the heading “Connected transactions”
below and “Related party transactions” in note 35 to the financial
statements, no Director had a material interest, either directly or
indirectly, in any contract of significance to the business of the Group
to which the Company, or any of its holding companies, subsidiaries

or fellow subsidiaries was a party during the year.
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DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

During the year ended 31 December 2012, none of the directors of
the Company had any interest in any competing business with the
Company or any of its subsidiaries.

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Brief biographical details of directors of the Company and senior
management of the Group are set out on pages 51 to 58.

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN THE
SHARES OF THE COMPANY

As at 31 December 2012, the interests and short positions of
the directors and 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 (“SFQ”) which were notified to
the Company and The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests and short positions which was taken or
deemed to be held by any such director or chief executive under
such provisions of the SFO) and were recorded in the register
maintained by the Company pursuant to section 352 of the SFO,
or which were notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors
of Listed Companies (“Model Code”) contained in the Rules
Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”), were as follows:

RERABEBERPZHRE Long positions in ordinary shares of the Company
HAEQR S BT
£78 W3 SHREZER ®REEAR B4 E 5 (%)
Percentage of
the Issued Share
Capacity and Capital of
Name Notes  Nature of Interest Number of Shares the Company
BEELE 1 NERERS 776,332,500 58.37%
Mr. Ma Jianrong 1 Corporate interests 776,332,500 58.37%
BEMmEE 2 NERER 111,217,500 8.36%
Mr. Ma Renhe 2 Corporate interests 111,217,500 8.36%
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Note:

1. As at 31 December 2012, 776,332,500 Shares were held by Keep
Glory Limited (“Keep Glory”), a company incorporated in the British
Virgin Islands with limited liability, which in turn was owned as to
80.25% by Splendid Steed Investments Limited (“Splendid Steed”),
13.95% by BMX (HK) LTD. (“BMX”) and 5.8% by Super China
Enterprises Limited (“Super China”). Splendid Steed, a company
incorporated in the British Virgin Islands with limited liability, is wholly
owned by Mr. Ma Jianrong. BMX, a company incorporated in the
British Virgin Islands with limited liability, is wholly owned by Mr. Huang
Guanlin (brother-in-law of Mr. Ma Jianrong and son-in-law of Mr. Ma
Baoxing). Super China, a company incorporated in the British Virgin
Islands with limited liability, is wholly owned by Mr. Ma Baoxing (father
of Mr. Ma Jianrong). By virtue of the SFO, Mr. Ma Jianrong is deemed
to be interested in the 776,332,500 Shares held by Keep Glory.

2. As at 31 December 2012, 111,217,500 Shares were held by Fairco
Group Limited (“Fairco”), a company incorporated in the British
Virgin Islands with limited liability, which in turn was owned as to
68.08% by MCC Group Ltd (“MCC”) and 31.92% by certain senior
management of the Group including Ms. Zheng Miachui and Mr. Wang
Cunbo (executive Directors) and Mr. Chen Zhongjing (a non-executive
Director). MCC, a company incorporated in the British Virgin Islands
with limited liability, is wholly owned by Mr. Ma Renhe, an executive
Director and a cousin of Mr. Ma Jianrong. By virtue of the SFO, Mr. Ma
Renhe is deemed to be interested in the 111,217,500 Shares held by
Fairco.

Save as disclosed above, as at 31 December 2012, none of the
directors and chief executive of the Company had or was deemed to
have any interests or short position in the shares, underlying shares
or debentures of the Company and its associated corporations
(within the meaning of Part XV of the SFO), which were recorded in
the register maintained by the Company pursuant to section 352
of the SFO or which were notified to the Company and the Stock
Exchange pursuant to the Model Code.

At no time during the year was the Company, or any of its holding
companies, its subsidiaries or its fellow subsidiaries a party to any
arrangement to enable the directors and chief executive of the
Company (including their spouse and children under 18 years of age)
to hold any interests or short positions in the shares or underlying

shares in, or debentures of, the Company or its associated
corporation.
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AND SHORT POSITIONS IN THE SHARES OF
THE COMPANY

RZZE——F+-A=+—H" T8 AL (A& At 31 December 2012, the following persons who held interests of
NAEBRIN EARBBIEFHFLEEKED 5% or more of the issued share capital of the Company, other than
F336IEFFE 2R ZMATREk(EAAARIE  directors of the Company, were recorded in the register of members
BATIIARE %A E 2 ST

required to be kept by the Company pursuant to Section 336 of the

SFO:

REAQRAZERP TR Long position in ordinary shares of the Company
EARARE BT
L Mz  SORERER REOEE RAE 2 L (%)
Percentage of
the Issued Share
Capacity and Capital of
Name Notes  Nature of Interest Number of Shares the Company
kS 1 ERBEAA 776,332,500 58.37%
Keep Glory 1 Beneficial owner 776,332,500 58.37%
TES 1 DA 776,332,500 58.37%
Splendid Steed 1 Corporate interests 776,332,500 58.37%
=1 2 EalEAA 111,217,500 8.36%
Fairco 2 Beneficial owner 111,217,500 8.36%
MCC 2 NEER 111,217,500 8.36%
MCC 2 Corporate interests 111,217,500 8.36%
EEESEERA 3 ERERAA 66,590,000 5.00%
Value Partners Limited 3 Beneficial Owner 66,590,000 5.00%
BEEEERAR 3 NEER 66,590,000 5.00%
Value Partners Group 3 Corporate Interest 66,590,000 5.00%

Limited
Cheah Capital 3 NGIE: 3 66,590,000 5.00%
Management Limited

Cheah Capital 3 Corporate Interest 66,590,000 5.00%

Management Limited
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EARATE BT
7B Bt E SO REZER R4 E BA&E 2 (%)
Percentage of
the Issued Share
Capacity and Capital of
Name Notes Nature of Interest Number of Shares the Company
Cheah Company Limited 3 NSIb 66,590,000 5.00%
Cheah Company Limited 3 Corporate Interest 66,590,000 5.00%
Hang Seng Bank Trustee 3 XEEA 66,590,000 5.00%
International Limited
Hang Seng Bank Trustee 3 Trustee 66,590,000 5.00%
International Limited
B8 3 BB EFEA LA 66,590,000 5.00%
Cheah Cheng Hye 3 Founder of a discretionary trust 66,590,000 5.00%
MHITE 3 e M ER 66,590,000 5.00%
To Hau Yin 3 Spouse interest 66,590,000 5.00%
B 5 -
1. B(‘:g ZF+ZA=+—H BE(—R As at 31 December 2012, 776,332,500 Shares were held by Keep
REBEXESHMKIZERRABEE Glory, a company incorporated in the British Virgin Islands with limited
776,332,500 % 0 - i T 2 F - BMX K | Z# liability, which is owned as to 80.25% by Splendid Steed, 13.95%
B9 B A 3% A 7]80.25%  13.95% % 5.8% by BMX and 5.8% by Super China. Splendid Steed, a company
ZERZ TES(—RARBEXES M incorporated in the British Virgin Islands with limited liability, is wholly
Rz BRABEFREREELERS- owned by Mr. Ma Jianrong. BMX, a company incorporated in the
BWX (KR REBRLZBESHMR Lz BR British Virgin Islands with limited liability, is wholly owned by Mr. Huang
NEBAEENEER2ERG - FIE (—FRR Guanlin. Super China, a company incorporated in the British Virgin
REEXESAMKN LI ZBRAB)AFE Islands with limited liability, is wholly owned by Mr. Ma Baoxing (father
BEE (BARRERAEEZNHR)2EHRE-IR of Mr. Ma Jianrong). By virtue of the SFO, Splendid Steed is deemed to
BEHFRBAEGL TESHEARIBRAAN be interested in the 776,332,500 Shares held by Keep Glory.
578 2776,332,500 i 15 R A i
2. RIZZE—=ZF+ZA=+—H 38 (—XK As at 31 December 2012, 111,217,500 Shares were held by Fairco, a
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i FHEREERFENTESRBELE) B
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MCCH# R AR & = A 2111,217,5004%
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company incorporated in the British Virgin Islands with limited liability,
which is owned as to 68.08% by MCC and 31.92% by certain senior
management of the Group including Ms. Zheng Miaohui and Mr. Wang
Cunbo (executive Directors) and Mr. Chen Zhongjing (a non-executive
Director). MCC, a company incorporated in the British Virgin Islands
with limited liability, is wholly owned by Mr. Ma Renhe, an executive
Director and a cousin of Mr. Ma Jianrong. By virtue of the SFO, MCC is
deemed to be interested in the 111,217,500 Shares held by Fairco.
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3. As at 31 December 2012, 66,590,000 Shares were held by Value
Partners Limited which is wholly-owned by Value Partners Group
Limited. Value Partners Group Limited is owned as to 28.47% by
Cheah Capital Management Limited, which is wholly-owned by Cheah
Company Limited. Hang Seng Bank Trustee International Limited
(*HSBTIL”), the trustee of The C H Cheah Family Trust, has 100%
control of Cheah Company Limited. Mr. Cheah Cheng Hye is the
founder of The C H Cheah Family Trust and Ms. To Hau Yin is the
spouse of Mr. Cheah Cheng Hye. Value Partners Group Limited or its
directors are accustomed to act in accordance with the directions of
Mr. Cheah Cheng Hye, Cheah Capital Management Limited, Cheah
Company Limited and HSBTIL. Accordingly, each of Value Partners
Group Limited, Cheah Capital Management Limited, Cheah Company
Limited, Hang Seng Bank Trustee International Limited, Mr. Cheah
Cheng Hye and Ms. To Hau Yin is deemed to be interested in the
Shares held by Value Partners Limited under the SFO.

On 11 January 2013, Keep Glory and Fairco sold 26,000,000 and
22,000,000 shares of the Company held by them respectively
by way of placing at a placing price of HK$16.52 per share. The
movements related to this placing of existing shares have not been
included in this report of directors. Details of the placing were set out
in the Company’s announcement dated 8 January 2013.

Save as disclosed above, as at 31 December 2012, no person, other
than the directors of the Company, whose interests are set out in the
section headed “Directors and Chief Executives’ interests and short
positions in the shares of the Company” above, had interest or short
position in the shares and underlying shares of the Company that

was required to be recorded pursuant to Section 336 of the SFO.
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MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year.

MAJOR SUPPLIERS AND CUSTOMERS

The percentages of purchases and sales for the year ended 31
December 2012 attributable to the Group’s major suppliers and

BOLLWT: customers are as follows:
HERBEEZ HiEEEZ
B 7t (%) A7 Lt (%)
Percentage of Percentage of
Purchases (%) Sales (%)
BRAHER TP The largest supplier/customer 10.94 23.30

AAMER /" BFE&F Five largest suppliers/customers

combined 25.92 80.50

BEZAEPZHBA2HMBRRM TS -

RERTAEE BEEE REZBEAL
HAEMAR (REEPTAHEF R RFS%IA L
BER)RZETRHEAXEFEETME

E_o

For further information about the top three customers, please refer to
note 4 to the financial statements.

None of the Directors, their associates or any shareholder (which
to the knowledge of the directors owns more than 5% of the
Company’s share capital) had an interest in the major suppliers or

customers at all times during the year.
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CONNECTED TRANSACTIONS

Certain related party transactions as disclosed in note 35 to
the financial statements also constituted continuing connected
transactions under the Listing Rules, which are required to be
disclosed in accordance with Chapter 14A of the Listing Rules. The
following transactions between certain connected parties (as defined
in the Listing Rules) and the Company have been entered into and/
or are ongoing for which relevant disclosure had been made by
the Company in announcements in compliance with the disclosure
requirements of Chapter 14A of the Listing Rules.

CONTINUING CONNECTED TRANSACTIONS
a. Lease of certain production premises and facilities
Ningbo Shenzhou Knitting Co., Ltd. (“Shenzhou Knitting”),
a wholly-owned subsidiary of the Company, and Ningbo
Shenzhou Properties Co., Ltd. (“Shenzhou Properties”) entered
into a lease agreement on 21 December 2010, pursuant to
which Shenzhou Properties leased to Shenzhou Knitting the
apparel production properties for a period commencing on
1 January 2011 and expiring on 31 December 2013, with a
right of renewal exercisable by Shenzhou Knitting for a further
term of three years at or below the prevailing market rate (the
“Lease Agreement”). The Lease Agreement is terminable by
Shenzhou Knitting giving no less than three months’ notice
to Shenzhou Properties. The rental so charged by Shenzhou
Properties is determined by reference to the market rates
for leasing similar properties and production facilities from
independent third parties under normal commercial terms
during the course of ordinary business in Ningbo, China.
Shenzhou Properties, which is owned as to 80% by Mr. Ma
Jianrong, an Executive Director, and as to 20% by Ningbo
Rongrong Industrial Investment Company Limited (“Rongrong

Industrial”), an associate, is therefore a connected person by
virtue of Rule 14A.11(4) of the Listing Rules. During the year,
rentals paid to Shenzhou Properties by the Group amounted to
RMB7,262,000.
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Provision of cutting and sewing services

Shenzhou Knitting and % BNt @ ET 4B BR 2 F (Ningbo
Shenzhou Shitong Knitwear Co. Ltd.*) (“Shenzhou Shitong”)
entered into a processing services agreement (the “Processing
Services Agreement”) dated 21 December 2010, pursuant to
which, Shenzhou Shitong agreed to provide the Group with
certain cutting services for a period commencing on 1 January
2011 and expiring on 31 December 2013 at a rate of service
charges ranging from RMBO0.8 per piece to RMB1.0 per piece,
depending on the technology involved. The related charges are
determined with reference to the current market prices charged
by independent suppliers for the provision of cutting services
of knitted garments. Shenzhou Shitong, which is indirectly
owned by Worldon as to 80% interest and owned by Rongrong
Industrial as to the remaining 20% interest, is a connected
person by virtue of Rule 14A.11(4) of the Listing Rules. During
the year, the processing services fees paid to Shenzhou
Shitong by the Group amounted to RMB12,925,000.

Supply of packaging materials

Shenzhou Knitting and Shaoxing County Huaxi Packaging
Materials Company Limited (“Huaxi Packaging Company”)
entered into a supply agreement (the “Packaging Material
Supply Agreement”) dated 21 December 2010, pursuant to
which, Huaxi Packaging Company agreed to supply packaging
materials to the Group from time to time on normal commercial
terms which are no less favorable than those available from
independent third parties. The Packaging Material Supply
Agreement is for a term commencing on 1 January 2011 to 31
December 2013. Huaxi Packaging Company is owned as to
87.5% by Mr. Huang Guanquan, who is the younger brother of
Mr. Huang Guanlin, an Executive Director, and as to 12.5% by
Mr. Huang Fuchang, who is the father of Mr. Huang Guanlin.
Huaxi Packaging Company is a connected person by virtue of
Rule 14A.11(4) of the Listing Rule. During the year, the amount
paid to Huaxi Packaging Company by the Group for the
purchases of packaging materials totalled to RMB39,023,000.

*

for identification purpose only
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The Independent Non-executive Directors have reviewed the
aforesaid continuing connected transactions and confirmed
that the aforesaid transactions had been entered into (1) in the
ordinary and usual course of business of the Group; (2) either
on normal commercial terms or on terms no less favorable to
the Company than terms available to or from independent third
parties; and (3) in accordance with the relevant agreements
governing such transactions on terms that are fair and
reasonable and in the interests of the shareholders of the
Company as a whole.

Based on the work performed, the auditors of the Company
have provided a letter, confirming that nothing has come to
their attention that cause them to believe that the aforesaid
continuing connected transactions (1) have not been approved
by the board of directors of the Company; (2) are not, in all
material respects, in accordance with the pricing policies of the
Group; (3) have not been entered into, in all material respects,
in accordance with the terms of the relevant agreements
governing the transactions; and (4) have exceeded the
maximum aggregate annual value disclosed in the previous
announcement dated 21 December 2010 made by the
Company.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the directors, at least 25% of the
Company’s total issued share capital was held by the public as at
the date of this report.

AUDITORS

Ernst & Young has audited the financial statements for the year
ended 31 December 2012. A resolution for the re-appointment of
Ernst & Young as auditors of the Company will be proposed at the
forthcoming annual general meeting.

By Order of the Board

Chairman
Ma Jianrong

Hong Kong, 25 March 2013
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To the shareholders of

Shenzhou International Group Holdings Limited

(Incorporated in the Cayman Islands as an exempted company with
limited liability)

We have audited the consolidated financial statements of Shenzhou
International Group Holdings Limited (the “Company”) and its
subsidiaries (together, the “Group”) set out on pages 74 to 183,
which comprise the consolidated and company statements of
financial position as at 31 December 2012, and the consolidated
income statement, the consolidated statement of comprehensive
income, the consolidated statement of changes in equity and the
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 consolidated financial statements that
are free from material misstatement, whether due to fraud or error.

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. Our report is made solely
to you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.
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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 about whether the consolidated financial statements are
free from material misstatement.

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 auditors’
judgement, 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 auditors
consider internal control relevant to the entity’s preparation of
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 Company and of the
Group as at 31 December 2012, 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 properly prepared
in accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.

Ernst & Young

Certified Public Accountants
22nd Floor

CITIC Tower

1 Tim Mei Avenue, Central
Hong Kong

25 March 2013
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Consolidated Income Statement

BHE-_Z——F+-_A=+—HIEFE Forthe Year Ended 31 December 2012

—E-—F —T——fF
2012 2011
B 7 ARET ARETIT
Notes RMB’000 RMB’000
' ON REVENUE 5 8,937,578 9,043,442
£ B AR Cost of sales (6,393,023) (6,441,605)
EH Gross profit 2,544,555 2,601,837
E AU A R Wz Other income and gains 5 244,283 180,505
$HE R K AR Selling and distribution expenses (143,285) (106,239)
THAXZ Administrative expenses (600,350) (516,241)
HihF X Other expenses (9,751) (49,199)
BE K AR Finance costs 7 (29,987) (51,243)
B % 51 F PROFIT BEFORE TAX 6 2,005,465 2,059,420
FTi5 R = Income tax expense 11 (383,985) (354,573)
FEFHE PROFIT FOR THE YEAR 1,621,480 1,704,847
ATRNALTEGERS: Attributable to:
IS/NEIE TN Owners of the parent 12 1,620,158 1,703,845
FE 2 ) 1 HE 2 Non-controlling interests 1,322 1,002
1,621,480 1,704,847
BATREERKREIZESE A EARNINGS PER SHARE ATTRIBUTABLE
EEESREF TO ORDINARY EQUITY HOLDERS
OF THE PARENT 14
FH K Basic AR¥1.248t AR¥1.377T
—F[E ) H — For profit for the year RMB1.24 RMB1.37
E Diluted TiE A i@ A
—FE — For profit for the year N/A N/A

FEEMNRERRE 2 F BN A B RK N
ERkEiE

disclosed in note 13 to the financial statements.

Details of the dividends payable and proposed for the year are
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BE-_Z——F+-_A=+—HIEE

For the Year Ended 31 December 2012

—E-—F —T——fF
2012 2011
Bt AR®BT R ARETT
Notes RMB’000 RMB’000
FERE PROFIT FOR THE YEAR 1,621,480 1,704,847
Hit 2 HE k= OTHER COMPREHENSIVE INCOME
e mELE Cash flow hedges:
FEEEHHRTIEAR Effective portion of changes in fair value
BEH 2 BRBD of hedging instruments arising
during the year 25 13,656 66,994
NG AIERREALZ  Reclassification adjustments for
Was oz B D EARE gains recognised in the consolidated
income statement 25 (28,371) (106,638)
(14,715) (39,644)
B INET 2 [EH Z%8 Exchange differences on translation of
foreign operations 3,482 (4,131)
FEHMZEES OTHER COMPREHENSIVE LOSS
(BRBiE) FOR THE YEAR, NET OF TAX (11,233) (43,775)
FERERSAE TOTAL COMPREHENSIVE INCOME
FOR THE YEAR 1,610,247 1,661,072
AT AL #E Attributable to:
IS/NEIE ¥ =N Owners of the parent 1,608,925 1,660,070
FEE I 1 A 2 Non-controlling interests 1,322 1,002
1,610,247 1,661,072
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—E——F#+-HA=+—H 31 December 2012

—E-—F —T——fF
2012 2011
B 7 AR¥ TR AREF T
Notes RMB’000 RMB’000
RBEE NON-CURRENT ASSETS
Y BB MR Property, plant and equipment 15 3,314,100 2,974,958
T 4 b F & R IE Prepaid land lease payments 16 539,275 547,407
EBRAE Intangible assets 17 105,074 109,728
R IBE E Deferred tax assets 27 9,058 2,224
BWIERBNEE Total non-current assets 3,967,507 3,634,317
REBEE CURRENT ASSETS
58 Inventories 19 1,924,435 1,952,814
N Trade and bills receivables 20 1,397,759 1,313,646
B FRIE - e REM Prepayments, deposits and other
FE W R IR receivables 21 330,435 301,730
TEcmIA Derivative financial instruments 25 - 27,331
M FEHRBE®m =Bz  Bank deposits with an initial term of
|ITFER over three months 130,868 290,125
BHeMREEEYD Cash and cash equivalents 22 2,144,405 1,029,596
BRENEE Total current assets 5,927,902 4,915,242
VA R=Ri CURRENT LIABILITIES
ERERR R EE Trade and bills payables 23 397,099 490,838
78 UL BR X Advances from customers 4,939 30,681
H b fE B K EEHFIA Other payables and accruals 24 431,779 406,440
PESMITA Derivative financial instruments 25 9,550 16,656
FERRITEEMEER Interest-bearing bank and other borrowings 26 786,226 1,244,259
JE & A L FR08 Amounts due to related parties 35 3,288 1,631
JE A 3R Tax payable 140,394 246,826
FEp I N=R Total current liabilities 1,773,275 2,437,331
BEREBEE NET CURRENT ASSETS 4,154,627 2,477,911
REERRBAER TOTAL ASSETS LESS CURRENT
LIABILITIES 8,122,134 6,112,228
FEE Net assets 8,122,134 6,112,228
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—E-—F —T——fF
2012 2011
Bt 5 AR¥ TR ARBT T
Notes RMB’000 RMB’000
- EQUITY
BATEEAEIL#EZ  Equity attributable to owners
of the parent
% 7S Share capital 28 136,609 129,717
] Reserves 29(a) 7,195,906 5,443,851
FR R HRR B Proposed final dividend 13 754,855 504,661
8,087,370 6,078,229
FEEHEER Non-controlling interests 34,764 33,999
1B E Total equity 8,122,134 6,112,228
BER E M
Ma Jianrong Huang Guanlin
*E HITEE
Chailrman Executive Director
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Consolidated Statement of Changes in Equity

BHE-_Z——F+-_A=+—HIEFE Forthe Year Ended 31 December 2012

BREREAER
Attributable to owners of the parent
EERS Ed EaRE 414
Ra  BHEER byl 1 I3 E RBRE BAIRE RERA RERE ait  FENEER g
Share Statutory Exchange Employee Proposed Non-
Share premium Hedging surplus fluctuation  equity benefits Retained final controlling Total
capital account reserve reserve reserve reserve profits dividend Total interests equity
ik ARBTT ARBTT ARBTT ARBTT ARBTT ARBTT ARBFT ARBFL AEBFL AE¥TT AE¥FT
Note RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
(Hfik28) (Rfskes)  (Pstoofa))  (MfiE29(ali)
(note 28) (note 25)  (note 29(a)(l)  (note 29(al(il)
RZF--5-A-H At 1 January 2011 129717 762,499 51,618 721,238 (19,213) 48,191 2,724,209 381,373 4,799,532 13,739 4,813,271
FEAENEER Total comprehensive income
for the year = = (39,644) = (4,131) = 1,703,845 = 1,660,070 1,002 1,661,072
M ERRARE  Diidends paid to
non-controlling interests - - - - - - - - - (453) (453)
FEEIMEGNE Contribution from
non-controlling interests = = = = = = = = = 19,711 19,711
ER-F-FERERS Final 2010 dividend declared = = = = = = = (381,373) (381,373) - (381,373)
RE-F-—%5KBRS  Proposed final 2011 dividend 13 - - - - - - (504,661) 504,661 - - -
BEERERT Transfer from retained profits - - - 150612 - - (150,612) - - - -
RZZ-—%+ZA=F—H At31 December 2011 129,117 762,499 11,874 871,850 (23,344) 48,191 3,772,781 504,661 6,078,229 33,999 6,112,228
SAAREAES
Attributable to owners of the parent
BB E} EERE Bk
Bx  RHEER fapal-1 1 Py & RORRE EARS RERA RS i FEStER Ez 3
Share Statutory Exchange Employee Proposed Non-
Share premium Hedging surplus fluctuation  equity benefits Retained final controlling Total
capital account reserve reserve reserve reserve profits dividend Total interests equity

M ARETR  ARMTR  ARMTR  ARMTR  ARMTx  ARMTn  ARMTR  ARMTR  ARMTR  ARETR  ARETR
Note RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

(K28 (Wztos) (Moo (HEEE20(eli))
(note 28) (note 25)  (note 29(e)ff)  (note 29(ail)
RZ%-Z5-F-B At 1 January 2012 129,717 762,499 11,874 871,850 (23,344) 48,191 3,772,781 504,661 6,078,229 33,999 6,112,228
FRAENEEE Total comprehensive income
for the year - - (14,715) - 3,482 - 1,620,158 - 1,608,925 1,322 1,610,247
WEEHIERRRARS  Dividends paid to
non-controling interests = = = = = = = = = (857) (557)
Eikf Issue of shares 28 6,892 944,203 - - - - - - 951,185 - 951,185
BHEART Share issue expenses 28 - (11,687) - - - - - = (11,637) - (11,637)
RRASEETZHARES  Proposed final 2011 dividend to
“I—FRERE new shares issued in the year - - - - - - (34,671) 34,671 - - -
SR-F--Ex8kE Final 2011 dividend declared = = = = = = = (639,332 (639,332 - (639,332)
RE-F-—FRERE  Proposed final 2012 dividend 13 - (552,156) - - - - (202,700) 754,855 - - -
BEERERT Transfer from retained profits - - - 10,173 - - (110,173 - - - -
RZF-ZE+ZA=1-B At31 December 2012 136,609 1,143,000° (2,841)° 982,023 (19,862)° 48,191 5,045,395* 754,855 8,087,370 34,764 8,122,134
* BAEMBRAIRPZGEERFRBARE These reserve accounts comprise the consolidated reserves of
7,195,906,000t (Z T ——F: AR RMB7,195,906,000 (2011: RMB5,443,851,000) in the consolidated

5,443,851,0007T ) H & F A IR AR K o statement of financial position.
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Consolidated Statement of Cash Flows

BHE-_Z——F+-_A=+—HIEFE Forthe Year Ended 31 December 2012

—E-CF —F——F
2012 2011
Bt 5E ARBT xR ARBTT
Notes RMB’000 RMB’000
KEXKMBRLAE  CASH FLOWS FROM OPERATING
ACTIVITIES
B 5t BT AR Profit before tax 2,005,465 2,059,420
5 Adjustments for:

A& KA Finance costs 7 29,987 51,243

FLEMA Interest income 5 (40,077) (11,095)

LEME - BE R Loss on disposal of items of property,

REBEE ZEE plant and equipment 6 1,598 1,855

AREEE SR Fair value losses, net:

PMETE-TFE Derivative instruments — transactions

HHER 2R S not qualifying as hedges 6 412 41,302

M BERZEBTE Depreciation of items of property,
plant and equipment 6 342,716 313,290

FEA T ERIEESE  Amortisation of prepaid land

lease payments 6 11,876 11,196
|8 B Amortisation of intangible assets 6 7,087 6,954
2,359,064 2,474,165
BERL,(#m) Decrease/(increase) in inventories 28,379 (144,030)
FEWUAR SR R AR AE N Increase in trade and bills receivables (84,113) (416,435)

FENFIE EZE R (Increase)/decrease in prepayments,

H th & e3R8 deposits and other receivables

(3, m (42,397) 103,977
ERERREE (Decrease)/increase in trade and

CRi ) /Hn bills payables (93,739) 3,982
T8 U BR 3R08 Decrease in advances from customers (25,742) (22,379)
H b e B R ERT Increase in other payables and accruals

TR IRIE AN 2,950 56,621
FES B E A TR Increase/(decrease) in amounts

S CRd) due to related parties 1,657 (626)
REXBAEHRE Cash generated from operations 2,146,059 2,055,275
ERALE Interest paid (29,987) (51,243)
BERNEARNEM Hong Kong profits tax paid (23,282) (30,366)
B REMEMER PRC corporate income tax paid (468,223) (332,219)
BEEBAE Net cash flows from operating activities

ReEneFE 1,624,567 1,641,447
REXKFMBELRE  CASH FLOWS FROM INVESTING

ACTIVITIES
SR &IPS Interest received 38,074 7,070
BEME BE R Purchases of items of property,

HEIEE plant and equipment (646,309) (346,653)
LEWME- BE & Proceeds from disposal of items of property,

HEEE 2B RIE plant and equipment 859 3,230
SAHFEN LA ERIE  Payments of prepaid land lease payments (3,744) (80,097)
WEEH M Ef & E Purchases of other intangible assets (2,433) (721)
TSR T ERE Maturity of derivative financial instruments (650) 1,235
MR FEZEE=1MA 2  Decrease/(increase) in bank deposits with

BITFERURL, (38HN)  an initial term of over three months 159,257 (165,099)
WEAEZEFAIR®RE  Net cash flows used in investing activities

F R (454,946) (581,035)
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Consolidated Statement of Cash Flows

BE-_Z——F+-_A=+—HIEE

For the Year Ended 31 December 2012

—E—_F ===t
2012 2011
Bt & ARBT R ARBTT
Notes RMB’000 RMB’'000
BMETHSHEELRE  CASH FLOWS FROM FINANCING
ACTIVITIES
SEfE MRS A Contribution from non-controlling interests - 19,711
BITIRD TS FRIB Proceeds from issue of shares 939,548 =
HERITER New bank loans 482,507 1,570,218
BRRITER Repayment of bank loans (940,540) (1,755,578)
M & AR#A AR E Dividends paid to owners of the parent (539,332) (381,373)
M) FE 22 il 1 A 25K (- B B, Dividends paid to non-controlling interests (557) (453)
BEEBPTA Net cash flows used in financing activities
ReREFHE (58,374) (547,475)
ReERBELEEY NET INCREASE IN CASH AND
B E R CASH EQUIVALENTS 1,111,247 512,937
FHIR e MIBEEEY  Cash and cash equivalents
at beginning of year 1,029,596 519,017
EXFE w28 FE Effect of foreign exchange rate changes, net 3,562 (2,358)
FRESRHELZEY  CASH AND CASH EQUIVALENTS
AT END OF YEAR 2,144,405 1,029,596
ReRESEEYHEH  ANALYSIS OF BALANCES OF
2 CASH AND CASH EQUIVALENTS
& RIRITAERR Cash and bank balances 1,027,227 609,979
RERERELR =1 Non-pledged time deposits with
BIHA 7 KR FE HI7F 5 original maturity of less than
three months when acquired 1,117,178 419,617
AR R K& Cash and cash equivalents as stated in
ReRERMI 2 the statement of financial position and
BekBReFEY the statement of cash flows 22 2,144,405 1,029,596
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Statement of Financial Position

—E——F#+-HA=+—H 31 December 2012

—E-C—F —ET——%F
2012 2011
B 5 ARET T ARET T
Notes RMB’000 RMB’000
ERBEE NON-CURRENT ASSETS
Y BB k& Property, plant and equipment 52 18
RBRARIZIEE Investments in subsidiaries 18(a) 648,979 648,898
LTHBAR ZER Loans to subsidiaries 18(b) 415,105 565,052
RIEIBEE Deferred tax assets 27 479 1,704
ERBEELE Total non-current assets 1,064,615 1,215,672
RBEE CURRENT ASSETS
JrE U BR 3R Trade receivables 20 422,740 435,862
H {th pE W 5008 Other receivables 21 1,006,152 843,888
BYMBARZERK Loans to subsidiaries 18(b) 1,157,567 633,867
JE W B /B 2 R FRIE Amounts due from subsidiaries 18(c) 96,811 61,459
HeRIREZEY Cash and cash equivalents 22 130,779 92,593
BREEE Total current assets 2,814,049 2,067,669
REBAE CURRENT LIABILITIES
FE T BR 3K Trade payables 23 10,974 24,500
H b fENFIE KL EFHFIA Other payables and accruals 24 21 150
PTESMITA Derivative financial instruments 25 8,998 16,656
TR REMEER Interest-bearing bank and other borrowings 26 346,241 720,452
FEAS B B & R FIE Amounts due to subsidiaries 18(c) 1,085,021 801,575
S Gl Tax payable 11,645 8,270
wREaE Total current liabilities 1,462,900 1,571,603
BRABEE NET CURRENT ASSETS 1,351,149 496,066
HWEERRBAE TOTAL ASSETS LESS CURRENT
LIABILITIES 2,415,764 1,711,738
FEE Net assets 2,415,764 1,711,738
R EQUITY
fi& 75 Share capital 28 136,609 129,717
1 Reserves 29(b) 1,524,300 1,077,360
R R B B Proposed final dividend 13 754,885 504,661
1B Total equity 2,415,764 1,711,738
BER =B
Ma Jianrong Huang Guanlin
*E HITEE
Chairman Executive Director
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—E——F#+-HA=+—H 31 December 2012
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2.1

CORPORATE INFORMATION

Shenzhou International Group Holdings Limited (the
“Company”) was incorporated as an exempted company with
limited liability in the Cayman Islands on 23 June 2005. The
address of its registered office is Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman KY1-1111, Cayman
Islands. The Company’s shares have been listed on the Main
Board of the Stock Exchange of Hong Kong Limited (the “Main
Board”) since 24 November 2005.

The Company and its subsidiaries (collectively referred to as
the “Group”) are principally engaged in the manufacture and
sale of knitwear products (the “Knitwear Business”). Details of
the principal subsidiaries of the Group are set out in note 18.

In the opinion of the directors, Splendid Steed Investments
Limited, a company incorporated in the British Virgin Islands
(“BVI"), is the ultimate holding company of the Company.
Keep Glory Limited, a company incorporated in the BVI, is the
intermediate holding company of the Company.

BASIS OF PREPARATION

These financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
(*HKFRSs”) (which include all Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards (“HKASs”) and
Interpretations) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”), accounting principles generally
accepted in Hong Kong and the disclosure requirements of the
Hong Kong Companies Ordinance. They have been prepared
under the historical cost convention, except for derivative
financial instruments which have been measured at fair value.
These financial statements are presented in Renminbi (“RMB”)
and all values are rounded to the nearest thousand except

when otherwise indicated.
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—E——F#+-HA=+—H 31 December 2012

2.1 RREE (&) 2.1 BASIS OF PREPARATION (continued)

EHE%E
REMBBRREBEARARENB AR
HE-_ZT——F+_A=t+—HIEE
ZHHBHRE - WEB AR EHREER
NAEZ BB ERBNREAEMAR - W
A—HEBURARH -MB AR ZEE
HKER (MAEERESZEHEZR)
BAAHAR TEESHAREZS
THIERIE 2R AIE-FTAESEBARRAR
Mt XZ SERARMBERRSA
SIBMZAREREBZLEREHANREHEKE
2 B8 o

MEBAR 2B ARRTFBRIFE
Bl BE BRI BAERBAR -

—RKMBRRAZAMARERELED
(AR AT G ) BEEX D AR

AR B R EE — KB QR 22
A EREER)ZMBRRZEE
(BEEE) RBIE ()R IEE S E
5 2 BRI B R (i) R sE N RS 8% 2 RETHR
BER: REROMEREZRAE (i)
PR B EMIRE 2 AR ER(i)BEKRT
EARKEEZ BRIER - KRR E
fib 22T W 2t R A BERR 2 AN SR [ P R 7
EMHBERBEXNREARN (RAEE

WE) o

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries for the year
ended 31 December 2012. The financial statements of the
subsidiaries are prepared for the same reporting period as the
Company, using consistent accounting policies. The results
of subsidiaries are consolidated from the date of acquisition,
being the date on which the Group obtains control, and
continue to be consolidated until the date that such control
ceases. All intra-group balances, transactions, unrealised
gains and losses resulting from intra-group transactions and
dividends are eliminated on consolidation in full.

Total comprehensive income with a subsidiary is attributed to
the non-controlling interest even if it results in a deficit balance.

A change in the ownership interest of a subsidiary, without a
loss of control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i)
the assets (including goodwill) and liabilities of the subsidiary,
(i) the carrying amount of any non-controlling interest and (iii)
the cumulative translation differences recorded in equity; and
recognises (i) the fair value of the consideration received, (ii)
the fair value of any investment retained and (i) any resulting
surplus or deficit in profit or loss. The Group’s share of
components previously recognised in other comprehensive

income is reclassified to profit or loss or retained profits, as
appropriate.
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22 BT HREBHRIKE 2.2 CHANGES IN ACCOUNTING POLICY AND
DISCLOSURES

AEBRAFE 2 IR E & XA LA The Group has adopted the following revised HKFRSs for the

TRASFTHB BT BREER - first time for the current year’s financial statements.

BV BEHRE BB BHRELE HKFRS 1 Amendments Amendments to HKFRS 1 First-
AR F 158 A1 (B X time Adoption of Hong Kong
BRI RN BB Financial Reporting Standards

ZER ] — Severe Hyperinflation and
— B EBERE Removal of Fixed Dates for
G B XA First-time Adopters
& ElE A7
HIEET

BT BRE BEMBHREE HKFRS 7 Amendments Amendments to HKFRS 7

AR F 795 BIIZE75% Financial Instruments:

EET A [£BTA]: Disclosures
RE-ZHE — Transfers of Financial Assets
EEEREET

BB TR BB BEHRELE HKAS 12 Amendments Amendments to HKFRS 12

F12REFT A BIIZE125% Income Taxes — Deferred Tax:
[AriE# ] — & Recovery of Underlying Assets
FEFIE - g [e]
THE & =
NS EI BB B S ERH L S8 The adoption of the revised HKFRSs has had no significant

BRI EERU BT E- financial effect on these financial statements.
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HONG KONG FINANCIAL REPORTING

STANDARDS

The Group has not applied the following new and revised
HKFRSs that have been issued but are not yet effective, in

these financial statements.

HKFRS 1 Amendments

HKFRS 7 Amendments

HKFRS 9
HKFRS 10

HKFRS 11
HKFRS 12

HKFRS 10, HKFRS 11
and HKFRS 12 Amendments

HKFRS 10, HKFRS 12 and
HKAS 27 (2011) Amendments

HKFRS 13

Amendments to HKFRS 1 First-time Adoption
of Hong Kong Financial Reporting
Standards - Government Loans 2

Amendments to HKFRS 7 Financial
Instruments. Disclosures - Offsetting
Financial Assets and
Financial Liabilities 2

Financial Instruments *
Consolidated Financial Statements 2

Joint Arrangements 2

Disclosure of Interests in
Other Entities *

Amendments to HKFRS 10,
HKFRS 11 and HKFRS 12
- Transition Guidance ?

Amendments to HKFRS 10,
HKFRS 12 and
HKAS 27 (2011) -
Investment Entities *

Fair Value Measurement 2
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¢ R-Z—AF A —H®k KRR

FEARAER

2.3 ISSUED BUT NOT YET EFFECTIVE

HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

HKAS 1 Amendments

HKAS 19 (2011)

HKAS 27 (2011)

HKAS 28 (2011)

HKAS 32 Amendments

HK(IFRIC)-Int 20

Annual Improvements
2009-2011 Cycle

Amendments to HKAS 1
Presentation of Financial Statements —
Presentation of ltems of
Other Comprehensive Income '

Employee Benefits ?

Separate Financial Statements *

Investments in Associates and Joint Ventures ?

Amendments to HKAS 32 Financial
Instruments: Presentation — Offsetting
Financial Assets and
Financial Liabilities °

Stripping Costs in the Production Phase of a
Surface Mine 2

Amendments to a number of HKFRSs issued in
June 2012 2

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

2 Effective for annual periods beginning on or after 1 January 2013
S Effective for annual periods beginning on or after 1 January 2014
4 Effective for annual periods beginning on or after 1 January 2015
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HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

Further information about those HKFRSs that are expected to
be applicable to the Group is as follows:

The HKFRS 7 Amendments require an entity to disclose
information about rights to set-off and related arrangements
(e.g., collateral agreements). The disclosures would provide
users with information that is useful in evaluating the effect
of netting arrangements on an entity’s financial position.
The new disclosures are required for all recognised financial
instruments that are set off in accordance with HKAS 32
Financial Instruments: Presentation. The disclosures also apply
to recognised financial instruments that are subject to an
enforceable master netting arrangement or similar agreement,
irrespective of whether they are set off in accordance with
HKAS 32. The Group expects to adopt the amendments from 1
January 2018.

HKFRS 9 issued in November 2009 is the first part of phase
1 of a comprehensive project to entirely replace HKAS 39
Financial Instruments: Recognition and Measurement. This
phase focuses on the classification and measurement of
financial assets. Instead of classifying financial assets into
four categories, an entity shall classify financial assets as
subsequently measured at either amortised cost or fair
value, on the basis of both the entity’s business model for
managing the financial assets and the contractual cash flow

characteristics of the financial assets. This aims to improve and
simplify the approach for the classification and measurement of
financial assets compared with the requirements of HKAS 39.
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2.3 ISSUED BUT NOT YET EFFECTIVE

HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

In November 2010, the HKICPA issued additions to HKFRS 9
to address financial liabilities (the “Additions”) and incorporated
in HKFRS 9 the current derecognition principles of financial
instruments of HKAS 39. Most of the Additions were carried
forward unchanged from HKAS 39, while changes were
made to the measurement of financial liabilities designated
at fair value through profit or loss using the fair value option
(‘FVQ”). For these FVO liabilities, the amount of change in
the fair value of a liability that is attributable to changes in
credit risk must be presented in other comprehensive income
(“OCI”). The remainder of the change in fair value is presented
in profit or loss, unless presentation of the fair value change
in respect of the liability’s credit risk in OCI would create or
enlarge an accounting mismatch in profit or loss. However,
loan commitments and financial guarantee contracts which
have been designated under the FVO are scoped out of the
Additions.

HKAS 39 is aimed to be replaced by HKFRS 9 in its entirety.
Before this entire replacement, the guidance in HKAS 39 on
hedge accounting and impairment of financial assets continues
to apply. The Group expects to adopt HKFRS 9 from 1 January
2015. The Group will quantify the effect in conjunction with
other phases, when the final standard including all phases is
issued.

HKFRS 10 establishes a single control model that applies
to all entities including special purpose entities or structured
entities. It includes a new definition of control which is used
to determine which entities are consolidated. The changes
introduced by HKFRS 10 require management of the Group
to exercise significant judgement to determine which entities
are controlled, compared with the requirements in HKAS 27
and HK(SIC)-Int 12 Consolidation — Special Purpose Entities.
HKFRS 10 replaces the portion of HKAS 27 Consolidated and
Separate Financial Statements that addresses the accounting
for consolidated financial statements. It also addresses the
issues raised in HK(SIC)-Int 12. Based on the preliminary
analyses performed, HKFRS 10 is not expected to have any
impact on the currently held investments of the Group.
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HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

HKFRS 11 replaces HKAS 31 Interests in Joint Ventures and
HK(SIC)-Int 183 Jointly Controlled Entities — Non-Monetary
Contributions by Venturers. It describes the accounting for joint
arrangements with joint control. It addresses only two forms
of joint arrangements, i.e., joint operations and joint ventures,
and removes the option to account for joint ventures using
proportionate consolidation.

HKFRS 12 includes the disclosure requirements for
subsidiaries, joint arrangements, associates and structured
entities previously included in HKAS 27 Consolidated and
Separate Financial Statements, HKAS 31 Interests in Joint
Ventures and HKAS 28 Investments in Associates. It also
introduces a number of new disclosure requirements for these
entities.

In July 2012, the HKICPA issued amendments to HKFRS 10,
HKFRS 11 and HKFRS 12 which clarify the transition guidance
in HKFRS 10 and provide further relief from full retrospective
application of these standards, limiting the requirement
to provide adjusted comparative information to only the
preceding comparative period. The amendments clarify that
retrospective adjustments are only required if the consolidation
conclusion as to which entities are controlled by the Group is
different between HKFRS 10 and HKAS 27 or HK(SIC)-Int 12
at the beginning of the annual period in which HKFRS 10 is
applied for the first time. Furthermore, for disclosures related
to unconsolidated structured entities, the amendments will
remove the requirement to present comparative information for
periods before HKFRS 12 is first applied.
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2.3 ISSUED BUT NOT YET EFFECTIVE

HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

The amendments to HKFRS 10 issued in December 2012
include a definition of an investment entity and provide
an exception to the consolidation requirement for entities
that meet the definition of an investment entity. Investment
entities are required to account for subsidiaries at fair value
through profit or loss in accordance with HKFRS 9 rather than
consolidate them. Consequential amendments were made to
HKFRS 12 and HKAS 27 (2011). The amendments to HKFRS
12 also set out the disclosure requirements for investment
entities. The Group expects that these amendments will not
have any impact on the Group as the Company is not an
investment entity as defined in HKFRS 10.

Consequential amendments were made to HKAS 27 and HKAS
28 as a result of the issuance of HKFRS 10, HKFRS 11 and
HKFRS 12. The Group expects to adopt HKFRS 10, HKFRS
11, HKFRS 12, HKAS 27 (2011), HKAS 28 (2011), and the
subsequent amendments to these standards issued in July and
December 2012 from 1 January 20183.

HKFRS 13 provides a precise definition of fair value and
a single source of fair value measurement and disclosure
requirements for use across HKFRSs. The standard does not
change the circumstances in which the Group is required to
use fair value, but provides guidance on how fair value should
be applied where its use is already required or permitted
under other HKFRSs. The Group expects to adopt HKFRS 13
prospectively from 1 January 2013.
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HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

The HKAS 1 Amendments change the grouping of items
presented in OCI. Items that could be reclassified (or recycled)
to profit or loss at a future point in time (for example, net
gain on hedge of a net investment, exchange differences on
translation of foreign operations, net movement on cash flow
hedges and net loss or gain on available-for-sale financial
assets) would be presented separately from items which will
never be reclassified (for example, actuarial gains and losses
on defined benefit plans and revaluation of land and buildings).
The amendments will affect presentation only and have no
impact on the financial position or performance. The Group
expects to adopt the amendments from 1 January 20183.

HKAS 19 (2011) includes a number of amendments that range
from fundamental changes to simple clarifications and re-
wording. The revised standard introduces significant changes
in the accounting for defined benefit pension plans including
removing the choice to defer the recognition of actuarial
gains and losses. Other changes include modifications to the
timing of recognition for termination benefits, the classification
of short-term employee benefits and disclosures of defined
benefit plans. The Group expects to adopt HKAS 19 (2011)
from 1 January 20183.

The HKAS 32 Amendments clarify the meaning of “currently
has a legally enforceable right to set off” for offsetting financial
assets and financial liabilities. The amendments also clarify the
application of the offsetting criteria in HKAS 32 to settlement
systems (such as central clearing house systems) which apply
gross settlement mechanisms that are not simultaneous. The
amendments are not expected to have any impact on the

financial position or performance of the Group upon adoption
on 1 January 2014.
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2.3 ISSUED BUT NOT YET EFFECTIVE
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)
The Annual Improvements to HKFRSs 2009-2011 Cycle issued
in June 2012 sets out amendments to a number of HKFRSs.

The Group expects to adopt the amendments from 1 January

2013. There are separate transitional provisions for each

standard. While the adoption of some of the amendments

may result in changes in accounting policies, none of these

amendments are expected to have a significant financial impact

on the Group. Those amendments that are expected to have a

significant impact on the Group’s policies are as follows:

(@)

HKAS 1 Presentation of Financial Statements: Clarifies
the difference between voluntary additional comparative
information and the minimum required comparative
information. Generally, the minimum required comparative
period is the previous period. An entity must include
comparative information in the related notes to the
financial statements when it voluntarily provides
comparative information beyond the previous period.
The additional comparative information does not need to
contain a complete set of financial statements.

In addition, the amendment clarifies that the opening
statement of financial position as at the beginning of
the preceding period must be presented when an entity
changes its accounting policies; makes retrospective
restatements or makes reclassifications, and that change
has a material effect on the statement of financial
position. However, the related notes to the opening
statement of financial position as at the beginning of the
preceding period are not required to be presented.

HKAS 32 Financial Instruments: Presentation: Clarifies
that income taxes arising from distributions to equity
holders are accounted for in accordance with HKAS 12
Income Taxes. The amendment removes existing income
tax requirements from HKAS 32 and requires entities to
apply the requirements in HKAS 12 to any income tax
arising from distributions to equity holders.
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POLICIES

Subsidiaries

A subsidiary is an entity whose financial and operating policies
the Company controls, directly or indirectly, so as to obtain
benefits from its activities.

The results of subsidiaries are included in the Company’s
income statement to the extent of dividends received and
receivable. The Company’s investments in subsidiaries that are
not classified as held for sale in accordance with HKFRS 5 are
stated at cost less any impairment losses.

Business combinations and goodwill

Business combinations are accounted for using the acquisition
method. The consideration transferred is measured at the
acquisition date fair value which is the sum of the acquisition
date fair values of assets transferred by the Group, liabilities
assumed by the Group to the former owners of the acquiree
and the equity interests issued by the Group in exchange for
control of the acquiree. For each business combination, the
Group elects whether to measure the non-controlling interests
in the acquiree that are present ownership interests and entitle
their holders to a proportionate share of net assets in the event
of liquidation at fair value or at the proportionate share of the
acquiree’s identifiable net assets. All other components of non-
controlling interests are measured at fair value. Acquisition-
related costs are expensed as incurred.

When the Group acquires a business, it assesses the financial
assets and liabilities assumed for appropriate classification
and designation in accordance with the contractual terms,
economic circumstances and pertinent conditions as at the
acquisition date. This includes the separation of embedded
derivatives in host contracts by the acquiree.

If the business combination is achieved in stages, the
previously held equity interest is remeasured at its acquisition
date fair value and any resulting gain or loss is recognised in

profit or loss.
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POLICIES (continuea)

Business combinations and goodwill (continueq)

Any contingent consideration to be transferred by the acquirer
is recognised at fair value at the acquisition date. Contingent
consideration classified as an asset or liability that is a financial
instrument and within the scope of HKAS 39 is measured at
fair value with changes in fair value either recognised in profit
or loss or as a change to other comprehensive income. If the
contingent consideration is not within the scope of HKAS 39,
it is measured in accordance with the appropriate HKFRS.
Contingent consideration that is classified as equity is not
remeasured and subsequent settlement is accounted for within
equity.

Goodwill is initially measured at cost, being the excess of
the aggregate of the consideration transferred, the amount
recognised for non-controlling interests and any fair value of
the Group’s previously held equity interests in the acquiree over
the identifiable net assets acquired and liabilities assumed. If
the sum of this consideration and other items is lower than
the fair value of the net assets acquired, the difference is, after
reassessment, recognised in profit or loss as a gain on bargain
purchase.

After initial recognition, goodwill is measured at cost less
any accumulated impairment losses. Goodwill is tested for
impairment annually or more frequently if events or changes
in circumstances indicate that the carrying value may be
impaired. The Group performs its annual impairment test of
goodwill as at 31 December. For the purpose of impairment
testing, goodwill acquired in a business combination is, from
the acquisition date, allocated to each of the Group’s cash-
generating units, or groups of cash-generating units, that are
expected to benefit from the synergies of the combination,
irrespective of whether other assets or liabilities of the Group

are assigned to those units or groups of units.
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POLICIES (continuea)

Business combinations and goodwill (continueq)
Impairment is determined by assessing the recoverable
amount of the cash-generating unit (group of cash-generating
units) to which the goodwill relates. Where the recoverable
amount of the cash-generating unit (group of cash-generating
units) is less than the carrying amount, an impairment loss is
recognised. An impairment loss recognised for goodwill is not
reversed in a subsequent period.

Where goodwill has been allocated to a cash-generating unit
(or group of cash-generating units) and part of the operation
within that unit is disposed of, the goodwill associated with the
operation disposed of is included in the carrying amount of the
operation when determining the gain or loss on the disposal.
Goodwill disposed of in these circumstances is measured
based on the relative value of the operation disposed of and
the portion of the cash-generating unit retained.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories, financial assets and goodwill), the asset’s
recoverable amount is estimated. An asset’s recoverable
amount is the higher of the asset’s or cash-generating
unit’s value in use and its fair value less costs to sell, and is
determined for an individual asset, unless the asset does not
generate cash inflows that are largely independent of those
from other assets or groups of assets, in which case the
recoverable amount is determined for the cash-generating unit
to which the asset belongs.

An impairment loss is recognised only if the carrying amount of
an asset exceeds its recoverable amount. In assessing value
in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks
specific to the asset. An impairment loss is charged to the
consolidated income statement in the period in which it arises

in those expense categories consistent with the function of the
impaired asset.
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POLICIES (continuea)

Impairment of non-financial assets (continued)

An assessment is made at the end of each reporting period
as to whether there is an indication that previously recognised
impairment losses may no longer exist or may have decreased.
If such an indication exists, the recoverable amount is
estimated. A previously recognised impairment loss of an
asset other than goodwill is reversed only if there has been
a change in the estimates used to determine the recoverable
amount of that asset, but not to an amount higher than the
carrying amount that would have been determined (net of
any depreciation/amortisation) had no impairment loss been
recognised for the asset in prior years. A reversal of such
an impairment loss is credited to the consolidated income
statement in the period in which it arises.

Related parties
A party is considered to be related to the Group if:

(@) the party is a person or a close member of that person’s
family and that person

(i) has control or joint control over the Group;
(i) has significant influence over the Group; or

(i) is a member of the key management personnel of
the Group or of a parent of the Group;

or
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continuea)

Related parties (continued)

(o)

the party is an entity where any of the following conditions

applies:

(i)

(i

(vi)

(vii)

the entity and the Group are members of the same
group;

one entity is an associate or joint venture of the
other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

the entity and the Group are joint ventures of the
same third party;

one entity is a joint venture of a third entity and the
other entity is an associate of the third entity;

the entity is a post-employment benefit plan for the
benefit of employees of either the Group or an entity
related to the Group;

the entity is controlled or jointly controlled by a
person identified in (a); and

a person identified in (a)(i) has significant influence
over the entity or is a member of the key
management personnel of the entity (or of a parent
of the entity).
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POLICIES (continuea)

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in
progress, are stated at cost less accumulated depreciation and
any impairment losses. The cost of an item of property, plant
and equipment comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition
and location for its intended use.

Expenditure incurred after items of property, plant and
equipment have been put into operation, such as repairs and
maintenance, is normally charged to the consolidated income
statement in the period in which it is incurred. In situations
where the recognition criteria are satisfied, the expenditure for
a major inspection is capitalised in the carrying amount of the
asset as a replacement. Where significant parts of property,
plant and equipment are required to be replaced at intervals,
the Group recognises such parts as individual assets with
specific useful lives and depreciates them accordingly.

Depreciation is calculated on the straight-line basis to write
off the cost of each item of property, plant and equipment to
its residual value over its estimated useful life. The estimated
useful lives of property, plant and equipment used for this
purpose are as follows:

Category Estimated useful life
Buildings 20 years
Plant and machinery 10 years
Furniture and fixtures 5 years
Motor vehicles 5 years

Where parts of an item of property, plant and equipment have
different useful lives, the cost of that item is allocated on a
reasonable basis among the parts and each part is depreciated
separately. Residual values, useful lives and the depreciation
method are reviewed, and adjusted if appropriate, at least at

each financial year end.
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POLICIES (continuea)

Property, plant and equipment and depreciation
(continued)

An item of property, plant and equipment including any
significant part initially recognised is derecognised upon
disposal or when no future economic benefits are expected
from its use or disposal. Any gain or loss on disposal or
retirement recognised in the consolidated income statement in
the year the asset is derecognised is the difference between
the net sales proceeds and the carrying amount of the relevant
asset.

Construction in progress represents buildings, plant and
machinery under construction or pending installation, which
are stated at cost less any impairment losses, and are not
depreciated. Cost comprises the direct costs of construction
and capitalised borrowing costs on related borrowing funds
during the period of construction. Construction in progress is
reclassified to the appropriate category of property, plant and
equipment when completed and ready for use.

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial
recognition at cost. The cost of intangible assets acquired in a
business combination is the fair value at the date of acquisition.
The useful lives of intangible assets are assessed to be finite.
Intangible assets with finite lives are subsequently amortised
over the useful economic life and assessed for impairment
whenever there is an indication that the intangible asset may be
impaired. The amortisation period and the amortisation method
for an intangible asset with a finite useful life are reviewed at

least at each financial year end.
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POLICIES (continuea)

Intangible assets (other than goodwill) (continued)
Intangible assets are stated at cost less any impairment
losses and are amortised on the straight-line basis over their
estimated useful lives. The estimated useful lives of intangible
assets are as follows:

Category Estimated useful life
Software 3-5 years
Water Use Right 20 years
Leases

Leases that transfer substantially all the rewards and risks of
ownership of assets to the Group, other than legal title, are
accounted for as finance leases. At the inception of a finance
lease, the cost of the leased asset is capitalised at the present
value of the minimum lease payments and recorded together
with the obligation, excluding the interest element, to reflect
the purchase and financing. Assets held under capitalised
finance leases are included in property, plant and equipment,
and depreciated over the shorter of the lease terms and the
estimated useful lives of the assets. The finance costs of such
leases are charged to the consolidated income statement so
as to provide a constant periodic rate of charge over the lease
terms.

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted for
as operating leases. Where the Group is the lessor, assets
leased by the Group under operating leases are included in
non-current assets, and rentals receivable under the operating
leases are credited to the consolidated income statement on
the straight-line basis over the lease terms. Where the Group
is the lessee, rentals payable under the operating leases are
charged to the consolidated income statement on the straight-
line basis over the lease terms.

Prepaid land lease payments under operating leases are initially
stated at cost and subsequently recognised on the straight-line
basis over the lease terms.
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POLICIES (continuea)

Prepaid land lease payments

All land in Mainland China is state-owned and no individual
land ownership rights exist. The Group acquires the right to use
certain land and the consideration paid for this right is recorded
as prepaid land lease payments, which are amortised over the
lease terms of 30 to 50 years using the straight-line method.

Investments and other financial assets

Initial recognition and measurement

Financial assets within the scope of HKAS 39 are classified as
financial assets at fair value through profit or loss, loans and
receivables, held-to-maturity investments and available-for-sale
financial investments, or as derivatives designated as hedging
instruments in an effective hedge, as appropriate. The Group
determines the classification of its financial assets at initial
recognition. When financial assets are recognised initially, they
are measured at fair value plus transaction costs, except in the
case of financial assets recorded at fair value through profit or
loss.

All regular way purchases and sales of financial assets are
recognised on the trade date, that is, the date that the Group
commits to purchase or sell the asset. Regular way purchases
or sales are purchases or sales of financial assets that require
delivery of assets within the period generally established by
regulation or convention in the marketplace.

Subsequent measurement
The subsequent measurement of financial assets depends on
their classification as follows:

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include
financial assets held for trading. Financial assets are classified
as held for trading if they are acquired for the purpose of sale
in the near term. Derivatives, including separated embedded
derivatives, are also classified as held for trading unless they
are designated as effective hedging instruments as defined by
HKAS 39.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continuea)

Investments and other financial assets (continued)
Financial assets at fair value through profit or loss
(continued)

Financial assets at fair value through profit or loss are carried in
the statement of financial position at fair value with positive net
changes in fair value presented as other income and gains and
negative net changes in fair value presented as finance costs
in the consolidated income statement. These net fair value
changes do not include any interest earned on these financial
assets, which are recognised in accordance with the policies
set out for “Revenue recognition” below.

Financial assets designated upon initial recognition at fair
value through profit or loss are designated at the date of initial
recognition and only if the criteria under HKAS 39 are satisfied.

The Group evaluates its financial assets at fair value through
profit or loss (held for trading) to assess whether the intent
to sell them in the near term is still appropriate. When, in rare
circumstances, the Group is unable to trade these financial
assets due to inactive markets and management’s intent to
sell them in the foreseeable future significantly changes, the
Group may elect to reclassify them. The reclassification from
financial assets at fair value through profit or loss to loans
and receivables, available-for-sale financial assets or held-to-
maturity investments depends on the nature of the assets. This
evaluation does not affect any financial assets designated at
fair value through profit or loss using the fair value option at
designation, as these instruments cannot be reclassified after
initial recognition.

Derivatives embedded in host contracts are accounted for as
separate derivatives and recorded at fair value if their economic
characteristics and risks are not closely related to those of
the host contracts and the host contracts are not held for
trading or designated at fair value through profit or loss. These
embedded derivatives are measured at fair value with changes

in fair value recognised in profit or loss. Reassessment only
occurs if there is a change in the terms of the contract that
significantly modifies the cash flows that would otherwise be
required.
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POLICIES (continuea)

Investments and other financial assets (continued)

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. After initial measurement, such assets are
subsequently measured at amortised cost using the effective
interest rate method less any allowance for impairment.
Amortised cost is calculated by taking into account any
discount or premium on acquisition and includes fees or
costs that are an integral part of the effective interest rate.
The effective interest rate amortisation is included in other
income and gains in the consolidated income statement. The
loss arising from impairment is recognised in the consolidated
income statement in finance costs for loans and in other
expenses for receivables.

Held-to-maturity investments

Non-derivative financial assets with fixed or determinable
payments and fixed maturity are classified as held to maturity
when the Group has the positive intention and ability to
hold them to maturity. Held-to-maturity investments are
subsequently measured at amortised cost using the effective
interest rate method less any allowance for impairment.
Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that
are an integral part of the effective interest rate. The effective
interest rate amortisation is included in other income and gains
in the consolidated income statement. The loss arising from
impairment is recognised in the consolidated income statement
in other expenses.

Available-for-sale financial investments

Available-for-sale financial investments are non-derivative
financial assets in listed and unlisted equity investments and
debt securities. Equity investments classified as available for
sale are those which are neither classified as held for trading
nor designated at fair value through profit or loss. Debt
securities in this category are those which are intended to be
held for an indefinite period of time and which may be sold in
response to needs for liquidity or in response to changes in the

market conditions.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continuea)

Investments and other financial assets (continued)
Available-for-sale financial investments (continued)

After initial recognition, available-for-sale financial investments
are subsequently measured at fair value, with unrealised gains
or losses recognised as other comprehensive income in the
available-for-sale investment revaluation reserve until the
investment is derecognised, at which time the cumulative gain
or loss is recognised in the consolidated income statement
in other income, or until the investment is determined to be
impaired, when the cumulative gain or loss is reclassified from
the available-for-sale investment revaluation reserve to the
consolidated income statement in other expenses. Interest and
dividends earned whilst holding the available-for-sale financial
investments are reported as interest income and dividend
income, respectively and are recognised in the consolidated
income statement as other income in accordance with the
policies set out for “Revenue recognition” below.

When the fair value of unlisted equity investments cannot be
reliably measured because (a) the variability in the range of
reasonable fair value estimates is significant for that investment
or (b) the probabilities of the various estimates within the range
cannot be reasonably assessed and used in estimating fair
value, such investments are stated at cost less any impairment
losses.

The Group evaluates whether the ability and intention to sell
its available-for-sale financial assets in the near term are still
appropriate. When, in rare circumstances, the Group is unable
to trade these financial assets due to inactive markets and
management’s intent to do so significantly changes in the
foreseeable future, the Group may elect to reclassify these
financial assets. Reclassification to loans and receivables is
permitted when the financial assets meet the definition of
loans and receivables and the Group has the intent and ability
to hold these assets for the foreseeable future or to maturity.
Reclassification to the held-to-maturity category is permitted
only when the Group has the ability and intent to hold until the

maturity date of the financial asset.
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POLICIES (continuea)

Investments and other financial assets (continued)
Available-for-sale financial investments (continued)

For a financial asset reclassified from the available-for-
sale category, the fair value carrying amount at the date of
reclassification becomes its new amortised cost and any
previous gain or loss on that asset that has been recognised
in equity is amortised to profit or loss over the remaining
life of the investment using the effective interest rate. Any
difference between the new amortised cost and the maturity
amount is also amortised over the remaining life of the asset
using the effective interest rate. If the asset is subsequently
determined to be impaired, then the amount recorded in equity
is reclassified to the consolidated income statement.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is
derecognised when:

o the rights to receive cash flows from the asset have
expired; or

o the Group has transferred its rights to receive cash flows
from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a third
party under a “pass-through” arrangement; and either
(@) the Group has transferred substantially all the risks
and rewards of the asset, or (b) the Group has neither
transferred nor retained substantially all the risks and
rewards of the asset, but has transferred control of the
asset.

When the Group has transferred its rights to receive cash flows
from an asset or has entered into a pass-through arrangement,
it evaluates if and to what extent it has retained the risk
and rewards of ownership of the asset. When it has neither
transferred nor retained substantially all the risks and rewards
of the asset nor transferred control of the asset, the asset is
recognised to the extent of the Group’s continuing involvement
in the asset. In that case, the Group also recognises an
associated liability. The transferred asset and the associated

liability are measured on a basis that reflects the rights and
obligations that the Group has retained.
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POLICIES (continuea)

Derecognition of financial assets (continued)

Continuing involvement that takes the form of a guarantee over
the transferred asset is measured at the lower of the original
carrying amount of the asset and the maximum amount of
consideration that the Group could be required to repay.

Impairment of financial assets

The Group assesses at the end of each reporting period
whether there is objective evidence that a financial asset or
a group of financial assets is impaired. A financial asset or
a group of financial assets is deemed to be impaired if, and
only if, there is objective evidence of impairment as a result of
one or more events that occurred after the initial recognition
of the asset (an incurred “loss event”) and that loss event has
an impact on the estimated future cash flows of the financial
asset or the group of financial assets that can be reliably
estimated. Evidence of impairment may include indications
that a debtor or a group of debtors is experiencing significant
financial difficulty, default or delinquency in interest or principal
payments, the probability that they will enter bankruptcy or
other financial reorganisation and observable data indicating
that there is a measurable decrease in the estimated future
cash flows, such as changes in arrears or economic conditions
that correlate with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first
assesses individually whether objective evidence of impairment
exists for financial assets that are individually significant,
or collectively for financial assets that are not individually
significant. If the Group determines that no objective evidence
of impairment exists for an individually assessed financial
asset, whether significant or not, it includes the asset in a
group of financial assets with similar credit risk characteristics
and collectively assesses them for impairment. Assets that
are individually assessed for impairment and for which an

impairment loss is, or continues to be, recognised are not
included in a collective assessment of impairment.




Annual Report 2012 £ ¥ “:

B RS ERAR AL

Notes to Financial Statement

—E——F#+-HA=+—H 31 December 2012

24 FEETHRBE (8) 2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

TREERE (&)
UBHERASRZEBEE (&)
ERATEEREAHIRERSE A
BEZREERGFARAKRRESREZR
EMEZEZRHERRSR (TEEL
REEZARREEER) - bt REKE2
MEZREMRSREE TR ERN X
(AN HERRHEZERFE)GE-
EERMEFE FEEMBERSE
ZHREARBBZERNE -

BEZRAERRIEBERKNR:
BRAINGEBRERER M EWALR
B ACRD ZAREE  XRATER
BEEERRAEMARKRASREZMNE
ST o B 7R N e W R IR 2 (R (E e 42 R 2
EHNER 8RR KK E A
B 83 ol 8 = AN R I

i TR AT IRl (B 18 BRI 1 1R R R R
BEERRBEEZRSEME MNIR D
ERRAZHREERTERABARE
8 B T 38 D0 SRR > o fi 1 8H AT A R 1R MR
B ZEEEFAGEEEREMAX
—Igo

A Z 2 B E
HBEEBRERRNARA A BEEA S
EMARZERAEIIRZ BHERATA
HEREEE AEREBRSBRZE
2 BREERGEF ARIBR S RE B
CRMEEER 2MEEREEER 2RE
MEMZEBNE - ZFEEZRER
BATFHEM-

POLICIES (continuea)

Impairment of financial assets (continued)

Financial assets carried at amortised cost (continued)

If there is objective evidence that an impairment loss has been
incurred, the amount of the loss is measured as the difference
between the asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit losses that
have not yet been incurred). The present value of the estimated
future cash flows is discounted at the financial asset’s original
effective interest rate (i.e., the effective interest rate computed
at initial recognition). If a loan has a variable interest rate, the
discount rate for measuring any impairment loss is the current
effective interest rate.

The carrying amount of the asset is reduced either directly
or through the use of an allowance account and the loss is
recognised in the consolidated income statement. Interest
income continues to be accrued on the reduced carrying
amount and is accrued using the rate of interest used to
discount the future cash flows for the purpose of measuring
the impairment loss. Loans and receivables together with any
associated allowance are written off when there is no realistic
prospect of future recovery and all collateral has been realised
or has been transferred to the Group.

If, in a subsequent period, the amount of the estimated
impairment loss increases or decreases because of an
event occurring after the impairment was recognised, the
previously recognised impairment loss is increased or reduced
by adjusting the allowance account. If a write-off is later
recovered, the recovery is credited to other expenses in the
consolidated income statement.

Assets carried at cost

If there is objective evidence that an impairment loss has been
incurred on an unquoted equity instrument that is not carried
at fair value because its fair value cannot be reliably measured,
the amount of the loss is measured as the difference between
the asset’s carrying amount and the present value of estimated
future cash flows discounted at the current market rate of
return for a similar financial asset. Impairment losses on these

assets are not reversed.
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POLICIES (continuea)

Impairment of financial assets (continued)
Available-for-sale financial investments

For available-for-sale financial investments, the Group assesses
at the end of each reporting period whether there is objective
evidence that an investment or a group of investments is
impaired.

If an available-for-sale asset is impaired, an amount comprising
the difference between its cost (net of any principal payment
and amortisation) and its current fair value, less any impairment
loss previously recognised in the consolidated income
statement, is removed from other comprehensive income and
recognised in the consolidated income statement.

In the case of equity investments classified as available for sale,
objective evidence would include a significant or prolonged
decline in the fair value of an investment below its cost. The
determination of what is “significant” or “prolonged” requires
judgement. “Significant” is evaluated against the original cost
of the investment and “prolonged” against the period in which
the fair value has been below its original cost. Where there is
evidence of impairment, the cumulative loss — measured as
the difference between the acquisition cost and the current fair
value, less any impairment loss on that investment previously
recognised in the consolidated income statement — is removed
from other comprehensive income and recognised in the
consolidated income statement. Impairment losses on equity
instruments classified as available for sale are not reversed
through the consolidated income statement. Increases in their
fair value after impairment are recognised directly in other

comprehensive income.
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POLICIES (continuea)

Financial liabilities

Initial recognition and measurement

Financial liabilities within the scope of HKAS 39 are classified
as financial liabilities at fair value through profit or loss, loans
and borrowings, or as derivatives designated as hedging
instruments in an effective hedge, as appropriate. The Group
determines the classification of its financial liabilities at initial
recognition.

All financial liabilities are recognised initially at fair value and, in
the case of loans and borrowings, net of directly attributable
transaction costs.

The Group’s financial liabilities include trade and bills payables,
other payables, amounts due to related parties, derivative
financial instruments and interest-bearing bank and other
borrowings.

Subsequent measurement
The subsequent measurement of financial liabilities depends on
their classification as follows:

Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss include
financial liabilities held for trading and financial liabilities
designated upon initial recognition as at fair value through profit
or loss.

Financial liabilities are classified as held for trading if they
are acquired for the purpose of selling in the near term. This
category includes derivative financial instruments entered into
by the Group that are not designated as hedging instruments
in hedge relationships as defined by HKAS 39. Separated
embedded derivatives, are also classified as held for trading
unless they are designated as effective hedging instruments.
Gains or losses on liabilities held for trading are recognised in

the consolidated income statement. The net fair value gain or
loss recognised in the consolidated income statement does not
include any interest charged on these financial liabilities.
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POLICIES (continuea)

Financial liabilities (continued)

Financial liabilities at fair value through profit or loss
(continued)

Financial liabilities designated upon initial recognition at fair
value through profit or loss are designated at the date of initial
recognition and only if the criteria in HKAS 39 are satisfied.

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings
are subsequently measured at amortised cost, using the
effective interest rate method unless the effect of discounting
would be immaterial, in which case they are stated at cost.
Gains and losses are recognised in the consolidated income
statement when the liabilities are derecognised as well as
through the effective interest rate amortisation process.

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that
are an integral part of the effective interest rate. The effective
interest rate amortisation is included in finance costs in the
consolidated income statement.

Derecognition of financial liabilities
A financial liability is derecognised when the obligation under
the liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another from
the same lender on substantially different terms, or the terms of
an existing liability are substantially modified, such an exchange
or modification is treated as a derecognition of the original
liability and a recognition of a new liability, and the difference
between the respective carrying amounts is recognised in the
consolidated income statement.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net
amount is reported in the statement of financial position if there
is a currently enforceable legal right to offset the recognised
amounts and there is an intention to settle on a net basis, or to

realise the assets and settle the liabilities simultaneously.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continuea)

Fair value of financial instruments

The fair value of financial instruments that are traded in active
markets is determined by reference to quoted market prices
or dealer price quotations (bid price for long positions and ask
price for short positions), without any deduction for transaction
costs. For financial instruments where there is no active
market, the fair value is determined using appropriate valuation
techniques. These techniques include using recent arm’s
length market transactions; reference to the current market
value of another instrument which is substantially the same;
a discounted cash flow analysis; and other option pricing
models.

Derivative financial instruments and hedge accounting
Initial recognition and subsequent measurement

The Group uses derivative financial instruments, such as
forward currency contracts and interest swaps, to hedge its
foreign currency risk and interest rate risk, respectively. Such
derivative financial instruments are initially recognised at fair
value on the date on which a derivative contract is entered into
and are subsequently remeasured at fair value. Derivatives are
carried as assets when the fair value is positive and as liabilities
when the fair value is negative.

Any gains or losses arising from changes in fair value of
derivatives are taken directly to the consolidated income
statement, except for the effective portion of cash flow hedges,
which is recognised in other comprehensive income.

For the purpose of hedge accounting, hedges are classified as:

o fair value hedges when hedging the exposure to changes
in the fair value of a recognised asset or liability or an
unrecognised firm commitment; or

° cash flow hedges when hedging the exposure to
variability in cash flows that is either attributable to
a particular risk associated with a recognised asset
or liability or a highly probable forecast transaction,
or a foreign currency risk in an unrecognised firm

commitment.
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POLICIES (continuea)

Derivative financial instruments and hedge accounting
(continued)

Initial recognition and subsequent measurement
(continued)

At the inception of a hedge relationship, the Group formally
designates and documents the hedge relationship to which
the Group wishes to apply hedge accounting, the risk
management objective and its strategy for undertaking the
hedge. The documentation includes identification of the
hedging instrument, the hedged item or transaction, the nature
of the risk being hedged and how the Group will assess the
hedging instrument’s effectiveness of changes in the hedging
instrument’s fair value in offsetting the exposure to changes in
the hedged item’s fair value or cash flows attributable to the
hedged risk. These hedges are expected to be highly effective
in achieving offsetting changes in fair value or cash flows and
are assessed on an ongoing basis to determine that they
actually have been highly effective throughout the financial
reporting periods for which they were designated.

Hedges which meet the strict criteria for hedge accounting are
accounted for as follows:

Cash flow hedges
The effective portion of the gain or loss on the hedging
instrument is recognised directly in other comprehensive
income in the hedging reserve, while any ineffective portion is
recognised immediately in the consolidated income statement
as other expenses.

Amounts recognised in other comprehensive income are
transferred to the consolidated income statement when the
hedged transaction affects profit or loss, such as when hedged
financial income or financial expense is recognised or when a

forecast sale occurs.
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POLICIES (continuea)

Derivative financial instruments and hedge accounting
(continued)

Cash flow hedges (continued)

If the forecast transaction or firm commitment is no longer
expected to occur, the cumulative gain or loss previously
recognised in equity is transferred to the consolidated income
statement. If the hedging instrument expires or is sold,
terminated or exercised without replacement or rollover, or if
its designation as a hedge is revoked, the amounts previously
recognised in other comprehensive income remain in other
comprehensive income until the forecast transaction affects
profit or loss.

Current versus non-current classification

Derivative instruments that are not designated as effective
hedging instruments are classified as current or non-current or
separated into current and non-current portions based on an
assessment of the facts and circumstances (i.e., the underlying
contracted cash flows).

o Where the Group expects to hold a derivative as an
economic hedge (and does not apply hedge accounting)
for a period beyond 12 months after the end of the
reporting period, the derivative is classified as non-current
(or separated into current and non-current portions)
consistently with the classification of the underlying item.

° Derivative instruments that are designated as, and are
effective hedging instruments, are classified consistently
with the classification of the underlying hedged item. The
derivative instruments are separated into current portions
and non-current portions only if a reliable allocation can
be made.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined on the weighted average basis and,
in the case of work in progress and finished goods, comprises
direct materials, direct labour and an appropriate proportion of

overheads. Net realisable value is based on estimated selling
prices less any estimated costs to be incurred to completion
and disposal.
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POLICIES (continuea)

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents comprise cash on hand and
demand deposits, and short-term highly liquid investments that
are readily convertible into known amounts of cash, are subject
to an insignificant risk of changes in value, and have a short
maturity of generally within three months when acquired.

For the purpose of the statement of financial position, cash
and cash equivalents comprise cash on hand and at banks,
including term deposits, and assets similar in nature to cash,
which are not restricted as to use.

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is
probable that a future outflow of resources will be required to
settle the obligation, provided that a reliable estimate can be
made of the amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the end
of the reporting period of the future expenditures expected
to be required to settle the obligation. The increase in the
discounted present value amount arising from the passage of
time is included in finance costs in the consolidated income
statement.

Income tax

Income tax comprises current and deferred tax. Income tax
relating to items recognised outside profit or loss is recognised
outside profit or loss, either in other comprehensive income or
directly in equity.

Current tax assets and liabilities for the current and prior
periods are measured at the amount expected to be recovered
from or paid to the taxation authorities, based on tax rates
(and tax laws) that have been enacted or substantively enacted
by the end of the reporting period, taking into consideration
interpretations and practices prevailing in the countries in which

the Group operates.
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POLICIES (continuea)

Income tax (continued)

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary
differences, except:

° when the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in a
transaction that is not a business combination and, at
the time of the transaction, affects neither the accounting
profit nor taxable profit or loss; and

o in respect of taxable temporary differences associated
with investments in subsidiaries, associates and joint
ventures, when the timing of the reversal of the temporary
differences can be controlled and it is probable that the
temporary differences will not reverse in the foreseeable
future.

Deferred tax assets are recognised for all deductible temporary
differences, the carryforward of unused tax credits and any
unused tax losses. Deferred tax assets are recognised to the
extent that it is probable that taxable profit will be available
against which the deductible temporary differences, the
carryforward of unused tax credits and unused tax losses can
be utilised, except:

o when the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition of
an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss;

and
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POLICIES (continuea)

Income tax (continued)

o in respect of deductible temporary differences associated
with investments in subsidiaries and joint ventures,
deferred tax assets are only recognised to the extent that
it is probable that the temporary differences will reverse in
the foreseeable future and taxable profit will be available
against which the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and reduced to the extent that
it is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be
utilised. Unrecognised deferred tax assets are reassessed at
the end of each reporting period and are recognised to the
extent that it has become probable that sufficient taxable profit
will be available to allow all or part of the deferred tax asset to
be recovered.

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

Deferred tax assets and deferred tax liabilities are offset if a
legally enforceable right exists to set off current tax assets
against current tax liabilities and the deferred taxes relate to the
same taxable entity and the same taxation authority.

Government grants

Government grants are recognised at their fair value where
there is reasonable assurance that the grant will be received
and all attaching conditions will be complied with. When the
grant relates to an expense item, it is recognised as income
on a systematic basis over the periods that the costs, which
it is intended to compensate, are expensed. Where the grant
relates to an asset, the fair value is credited to a deferred
income account and is released to the consolidated income
statement over the expected useful life of the relevant asset
by equal annual instalments or deducted from the carrying

amount of the asset and released to the consolidated income
statement by way of a reduced depreciation charge.
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POLICIES (continuea)

Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can be
measured reliably, on the following bases:

(@) from the sale of goods, when the significant risks and
rewards of ownership have been transferred to the buyer,
provided that the Group maintains neither managerial
involvement to the degree usually associated with
ownership, nor effective control over the goods sold;

(b) rental income, on a time proportion basis over the lease
terms;

(c) interest income, on an accrual basis using the effective
interest method by applying the rate that exactly
discounts the estimated future cash receipts over the
expected life of the financial instrument or a shorter
period, when appropriate, to the net carrying amount of
the financial asset; and

(d) dividend income, when the shareholders’ right to receive
payment has been established.

Employee benefits

The employees of the Group’s subsidiaries which operate in
Mainland China are required to participate in a central pension
scheme operated by the local municipal government. These
subsidiaries are required to contribute a certain percentage
of their payroll costs to the central pension scheme. The

contributions are charged to the consolidated income
statement as they become payable in accordance with the
rules of the central pension scheme.
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POLICIES (continuea)

Employee benefits (continued)

The Group operates a defined contribution Mandatory
Provident Fund retirement benefit scheme (the “MPF Scheme”)
under the Mandatory Provident Fund Schemes Ordinance for
those employees who are eligible to participate in the MPF
Scheme. Contributions are made based on a percentage of
the employees’ basic salaries and charged to the consolidated
income statement as they become payable in accordance
with the rules of the MPF Scheme. The assets of the MPF
Scheme are held separately from those of the Group in an
independently administered fund. The Group’s employer
contributions vest fully with the employees when contributed
into the MPF Scheme.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, i.e., assets
that necessarily take a substantial period of time to get ready
for their intended use or sale, are capitalised as part of the
cost of those assets. The capitalisation of such borrowing
costs ceases when 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 capitalised. All other borrowing costs are
expensed in the period in which they are incurred. Borrowing
costs consist of interest and other costs that an entity incurs in
connection with the borrowing of funds.

Dividends

Final dividends proposed by the directors are classified as a
separate allocation of retained profits within the equity section
of the statement of financial position, until they have been
approved by the shareholders in a general meeting. When
these dividends have been approved by the shareholders and

declared, they are recognised as a liability.
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POLICIES (continuea)

Foreign currencies

The financial statements are presented in RMB, which is the
Company’s presentation currency. Each entity in the Group
determines its own functional currency and items included in
the financial statements of each entity are measured using
that functional currency. Foreign currency transactions are
initially recorded using the functional currency rates prevailing
at the dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies are translated at the
functional currency rates of exchange ruling at the end of the
reporting period. Differences arising on settlement or translation
of monetary items are recognised in the consolidated income
statement.

Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange
rates at the dates of the initial transactions. Non-monetary
items measured at fair value in a foreign currency are translated
using the exchange rates at the date when the fair value was
determined. The gain or loss arising on translation of a non-
monetary item measured at fair value is treated in line with the
recognition of the gain or loss on change in fair value of the
item (i.e., translation difference on the item whose fair value
gain or loss is recognised in other comprehensive income or
profit or loss is also recognised in other comprehensive income
or profit or loss, respectively).

The functional currency of the Company is the Hong Kong
dollar (“HK$”). The functional currencies of certain subsidiaries
located outside Mainland China are currencies other than RMB.
As at the end of the reporting period, the assets and liabilities
of these entities are translated into the presentation currency of
the Company at the exchange rates prevailing at the end of the
reporting period, and their consolidated income statements are
translated into RMB at the weighted average exchange rates

for the year. The resulting exchange differences are recognised
in other comprehensive income and accumulated in the
exchange fluctuation reserve.
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POLICIES (continuea)

Foreign currencies (continued)

For the purpose of the consolidated statement of cash
flows, the cash flows of the Company and certain overseas
subsidiaries are translated into RMB at the exchange rates
ruling at the dates of the cash flows. Frequently recurring cash
flows of overseas subsidiaries which arise throughout the year
are translated into RMB at the weighted average exchange
rates for the year.

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES

The preparation of the Group’s financial statements requires
management to make judgements, estimates and assumptions
that affect the reported amounts of revenues, expenses, assets
and liabilities, and their accompanying disclosures, and the
disclosure of contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes that could
require a material adjustment to the carrying amounts of the
assets or liabilities affected in the future.

Judgements

In the process of applying the Group’s accounting policies,
management has made the following judgements, apart from
those involving estimations, which have the most significant

effect on the amounts recognised in financial statements:




Annual Report 2012 £ ¥ m:

B RS ERAR AL

Notes to Financial Statement

—ET——F+=-A=+—H 31 December 2012

EEGSTHERM&ET 2

(&)
REWFBEEEWEH 7 H

FEEREVNERENARENENE
%20 BB ET H L HI TR R - R A
MERBKRBESHEABERRK S
HERBEENMBAENYE - B A%
BeZE - ENXELRIRERED
EXFHEASERFENEMEERRM-
RLMEN BN 2 RRINE S HEARE
BEmMHE MOXANS —LFENER
AR EE RS MR HETTERA
BMTA - WELFMOAADFALE
(HREREBRESFHLHE) AEEH
EEBEBDORAR - HEZFE D E
ARG AREEAREENHRE
8k R AT A & M A &
FTTERE BENET SIMEREY
- AKEHEEMFREHE RER
ERBREDEZNEDERIAFTARE
MENEE -

Atz T RERR

TXBREREERZTERRLNRE
HREMETEMFIEERRER &
ARk T EERRABEHRT — @R

3.

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (continuead)

Judgements (continued)

Classification between investment properties and owner-
occupied properties

The Group determines whether a property qualifies as an
investment property, and has developed criteria in making
that judgement. Investment property is a property held to
earn rentals or for capital appreciation or both. Therefore, the
Group considers whether a property generates cash flows
largely independently of the other assets held by the Group.
Some properties comprise a portion that is held to earn rentals
or for capital appreciation and another portion that is held
for use in the production or supply of goods or services or
for administrative purposes. If these portions could be sold
separately or leased out separately under a finance lease, the
Group accounts for the portions separately. If the portions
could not be sold separately, the property is an investment
property only if an insignificant portion is held for use in the
production or supply of goods or services or for administrative
purposes. Judgement is made on an individual property basis
to determine whether ancillary services are so significant that a
property does not qualify as an investment property.

Estimation uncertainty

The key assumptions concerning the future and other key
sources of estimation uncertainty at the end of the reporting
period, that have a significant risk of causing a material

BEEEEREERAAERELER adjustment to the carrying amounts of assets and liabilities
FEERNRR - within the next financial year, are described below.
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Useful lives of property, plant and equipment

The Group’s management determines the estimated useful
lives and consequently related depreciation charges. This
estimate is based on the historical experience of the actual
useful lives of property, plant and equipment of similar nature
and functions. It could change significantly as a result of
technical innovations and competitor actions in response to
the industry cycles. Management will increase the depreciation
charge where useful lives are less than previously estimated
lives, or it will write off or write down technically obsolete or

non-strategic assets that have been abandoned or sold.
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3.

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (continuead)

Estimation uncertainty (continued)

Estimated impairment of property, plant and equipment
and prepaid land lease payments

The Group assesses annually whether property, plant and
equipment and prepaid land lease payments have any
indication of impairment, in accordance with the accounting
policy stated in note 2.4 to the financial statements. The
recoverable amounts of property, plant and equipment have
been determined based on value-in-use calculations, while
that of prepaid land lease payments has been determined with
reference to independent valuations. These calculations and
valuations require the use of judgements and estimates.

Estimated impairment of receivables

The Group records impairment of receivables based on an
assessment of the recoverability of trade and bills receivables
and other receivables. Provisions are applied to trade and bills
receivables and other receivables where events or changes
in circumstances indicate that the balances may not be
collectible. The identification of doubtful debts requires the
use of judgement and estimates. Where the expectation is
different from the original estimate, the difference will impact
the carrying value of trade and bills receivables and other
receivables and doubtful debt expenses in the period in which
the estimate has been changed.

Estimated write-downs of inventories to net realisable
value

The Group writes down inventories to net realisable value
based on an assessment of the realisability of inventories.
Write-downs on inventories are recorded where events or
changes in circumstances indicate that the balances may not
be realised. The identification of write-downs requires the use
of judgement and estimates. Where the expectation is different
from the original estimate, the difference will impact the
carrying value of inventories and write-downs of inventories in

the years in which the estimate has been changed.
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OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into
business units based on their products and there is one
reportable operating segment: the manufacture and sale
of knitwear products. Management monitors the operating
results of its business units as a whole for the purpose of
making decisions about resources allocation and performance
assessment.

In the opinion of the directors, a majority of the revenue was
generated from customers which have world-wide locations,
and therefore, the disclosure of the locations of the customers
would not be meaningful in the consolidated financial
statements.

99% of the non-current assets of the Group were located in
Mainland China during the year ended 31 December 2012
(2011: 99%).

Information about major customers
Revenue from major customers which accounts for 10% or
more of the Group’s revenue are as follows:

—E—-C—F —E——%F

2012 2011

AR®TR ARBTT

RMB’000 RMB’000

xR Customer A 2,093,455 2,142,000
BEZ Customer B 2,010,709 1,940,000
=FER Customer C 1,662,320 1,778,000
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5. WA --HMR AR Wz 5. REVENUE, OTHER INCOME AND GAINS
WATRABAEB c&¥58 AELEE Revenue, which is also the Group’s turnover, represents the net
WMHBRRERESITNBEER R F invoiced value of goods sold, after allowances for returns and
(R trade discounts.

WA EA A R Wz D AT T An analysis of revenue, other income and gains is as follows:
rE
Group
—E-——F —F——%
2012 2011
AR¥ TR ARBT T
RMB’000 RMB’000
L ON Revenue
HERY Sale of goods 8,937,578 9,043,442
Hn g A Other income
BT B Government grants* 196,101 153,144
AT A B WA Bank interest income 40,077 11,095
e A Rental income 6,632 4,560
242,810 168,799
Y = Gains
b H =2 )F 5 Foreign exchange differences, net 1,473 11,706
244,283 180,505
* BB EEEM T BNGS TASRE * Government grants mainly represent incentives granted by local
2 B2 o BT 4 B 30 AN BT A5 4 fa] AR AR governments to the Group. There are no unfulfilled conditions or

IR kA EIE - contingencies related to the government grants.
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6. BR¥AIAIE 6. PROFIT BEFORE TAX
REBZBRBATFEE IR (FTA) The Group's profit before tax is arrived at after charging/
(crediting):
Group
—E--F —ET——F
2012 2011
B 5 ARE T AREET T
Notes RMB’000 RMB’000
EHEFEKA Cost of inventories sold 6,347,288 6,396,470
e Depreciation 15 342,716 313,290
TEf LA & RIBHE 5 Amortisation of prepaid land lease
payments 16 11,876 11,196
T & B iE Amortisation of intangible assets 17 7,087 6,954
BIEKEHERN 2 Minimum lease payments under

=IEBE S IR operating leases:

B’F Buildings 30,618 25,937
% BRAD B Auditors’ remuneration 2,380 2,260
EERAFAX Employee benefit expense

(BREESEE&ER1THR (including directors’ and

AEB& (Fi:E8) ) : chief executive’s remuneration

(note 8)):

IERF® Wages and salaries 1,748,851 1,620,990

RIRET SR Pension scheme contributions 10 68,348 55,212

H th 48 7 Other benefits 93,878 67,103

1,911,077 1,743,305
PE 5 ZRE 55" Foreign exchange differences, net* (1,473) (11,706)
WREFEENERFE Write-down of inventories to net
realisable value 16,561 7,411
N EEBEFHE: Fair value losses, net:
PTETE-TRFEEA Derivative instruments —
B 2R transactions not qualifying
as hedges™ 412 41,302
HRIT A2 A Bank interest income (40,077) (11,095)
LEWMHE BWE REE Loss on disposal of items of

HAZEE property, plant and equipment 1,598 1,855

* HE-_Z——F+=-_A=+—8BEK= * The foreign exchange differences, net for the years ended 31
T——FF+_A=T—HLFEZE December 2012 and 31 December 2011 are included in “Other
HEBFEE ARG AGEEERZ income and gains” on the face of the consolidated income
[H WA Rz A statement.

x> BHE-_Z2——#+-_A=+—8EK= **  The fair value losses for the years ended 31 December 2012 and
T——FF+A=T—HLFEZR 31 December 2011 are included in “Other expenses” on the face
REEEEFAGEEERP [HMHA of the consolidated income statement.

XA
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7. BERAX 7. FINANCE COSTS
BB ARSI : An analysis of finance costs is as follows:
&
Group
—E-—F ===
2012 2011
AR T ARBTT
RMB’000 RMB’000
BARAFRNBHEEREZ Interest on bank and other borrowings
RITREMEET 2 FE wholly repayable within five years 29,987 51,243

8. EERESTHAEZ#HME 8.

RIE EHRBEEE R ARDIF16115F
MRTE AFEEERERITBRARZ

DIRECTORS’ AND CHIEF EXECUTIVE’S
REMUNERATION

Directors’ and chief executive’s remuneration for the year,
disclosed pursuant to the Listing Rules and Section 161 of the

B HEINT Hong Kong Companies Ordinance, is as follows:

rE

Group
—F-=F —F——F
2012 2011
ARB TR ARET T
RMB’000 RMB’000
itk Fees 205 235
e RBEREYH R Salaries, allowances and benefits in kind 2,721 2,728
RIRET B Pension scheme contributions 26 46
2,747 2,774
2,952 3,009
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8. EERESITHAEZM&E& 8. DIRECTORS’ AND CHIEF EXECUTIVE’S

(%) REMUNERATION (continuea)
() BFTEE —FBHIFTES B (a) Executive directors, a non-executive director,
FHITESRESTHRAER independent non-executive directors and the chief
executive

e ZER BARGTE

ne BENAE sk Hed®m
Salaries,
allowances Pension
and benefits scheme Total
Fees in kind contributions remuneration

ARBTRE AR®TR ARBTR AR®TR
RMB’000 RMB’000 RMB’000 RMB’000

—EB-C"F 2012
HITESE: Executive directors:
SRELE Mr. Ma Jianrong - 729 8 737
BEEMEE Mr. Huang Guanlin
(178 43) (Chief executive) - 599 6 605
BCMc4E Mr. Ma Renhe - 447 6 453
@it Ms. Zheng Miaohui - 437 - 437
ITEREAE Mr. Wang Cunbo - 434 6 440
- 2,646 26 2,672
EHITES: Non-executive director;
BRAEFEE Mr. Chen Zhongjing - 5 - 5
BUENTES: Independent
non-executive directors:
BEREE (R-F——% M Jiang Xianpin
mE—BEZRT) (appointed on 1 April 2012) 65 22 - 87
TEERE Mr. Zong Pingsheng 60 22 - 82
BRARE LA Mr. Chen Genxiang 60 22 - 82
FERELE (RZZ—=% M DaiXiangbo
N A—HBEHE) (resigned on 1 April 2012) 20 4 - 24
205 70 - 275

205 2,721 26 2,952
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8. EERESITHAEZM&E& 8. DIRECTORS’ AND CHIEF EXECUTIVE’S

(%) REMUNERATION (continued)
(@) BTEES —BIHTEE B (a) Executive directors, a non-executive director,
IHTEERESITHRAE (&) independent non-executive directors and the chief

executive (continued)

Fe 2Rk BT E

ik ENF R it 5% e @
Salaries,
allowances Pension
and benefits scheme Total
Fees inkind  contributions  remuneration

ARBTE AREBTT ARBTT ARETT
RMB'000 RMB'000 RMB'000 RMB'000

—T——fF 2011
HITES: Executive directors:
BRELE Mr. Ma Jianrong = 741 18 759
EEMEE Mr. Huang Guanlin
(77 #%) (Chief executive) - 580 16 596
SLCMEE Mr. Ma Renhe - 450 6 456
gYEzt+ Ms. Zheng Miaohui - 451 - 451
THERLE (RZE——%F Mr. Wang Cunbo
TA=Z+HEZMT) (appointed on 30 May 2011) - 447 6 453
- 2,669 46 2,715
HTES: Non-executive director:
BREELE Mr. Chen Zhongjing 60 - - 60
BUEHTES: Independent
non-executive directors:
BRFELE (RZZ——F M Chen Genxiang
NA+RBEZE) (appointed on 16 August 2011) 20 9 = 29
BEMAE (RZF——% M. Su Shounan (resigned on
NATRAEE) 16 August 2011) 35 10 = 45
REERE Mr. Zong Pingsheng 60 20 - 80
BRREE Mr. Dai Xiangbo 60 20 - 80
175 59 - 234
235 2,728 46 3,009
FRN TERESSARSTHEABR There was no arrangement under which a director
BREENREEMAEE 2L HE- or the chief executive waived or agreed to waive any

remuneration during the year.
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9. EEEREHFMES 9. FIVE HIGHEST PAID EMPLOYEES
FAhERaFMNEERE—R (= The five highest paid employees during the year included one
——F:—R)EF FEIHESFEH director (2011: one), details of whose remuneration are set out
R ECHEES e FAEERINE (=T —— in note 8 above. Details of the remuneration for the year of the
F OB IEARAESEIRRITBALR remaining four (2011: four) highest paid employees who are
g HEE CHMEeFBLT neither a director nor chief executive of the Company are as

follows:
rEH
Group
—F-=F —E
2012 2011
AR T AR®ET T
RMB’000 RMB’000
¥e RRHRLREDMNGR Salaries, allowances and benefits in kind 4,297 4,528
RIRET &I LR Pension scheme contributions 27 24
4,324 4,552
MENFRTEMNZFEFTEZRITE The number of non-director and non-chief executive highest
AEBREFMES AS: paid employees whose remuneration fell within the following

bands is as follows:

BEAH
Number of employees
—2-=F —F——F
2012 2011
= %1,000,0007% 7T Nil to HK$1,000,000 2 -
1,000,001/ 7C £2,000,000/ 7. HK$1,000,0001 to HK$2,000,000 2 4
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10. R KEF 10. RETIREMENT BENEFITS

—E-C-F —E——F
2012 2011
AR®TR AREF T
RMB’000 RMB’000
ERERRENK Consolidated income statement charge for
— R IRR R 5K — Retirement benefit contributions 68,348 55,212

AEBRTPBEAREZ 2BEEB 2 RIKE
N2 ZIHA BT E B2 RIKEF SR
B RBRZEFE ASEAKEES
CREZETEDLBEETHEBRE L
RAEERRE REHNHER LHEH
BT E REMA -

ANEE TR IE R B 1 A TES AT EHEFI R
%/%F%AQT%/,GQ%‘* TECzEES
—IBEAEHRFRESFE - HRTIZ
Eﬁﬁ$$ﬁé2%flﬁ“tﬂiﬁ'lffﬁ
BaEerr BT EINRERGEE
mrRME -RESFECEER AR
ERESAN EAEENEES R
B-AEEZEEHRFINABESE
EHBRRBZE2BNMES -

RRBEITEEMARLZ2ENBE A
AEM(RHRE)BRQA ([HMR
R ERXTHE (RER)BRAA
(TATRHE])ARBEBE HKEE
Z R EE R B Fr 2 FR KRN F B R
(FREHK)

Bk b XAt 2 RN - AN B B R AR
HibRKEENHEEABEE 2 EE-

The retirement benefits of full-time employees of the Group in
Mainland China are covered by various government-sponsored
pension plans under which the premiums and welfare benefit
contributions that should be borne by the Group are calculated
based on percentages of the total salary of employees, subject
to a certain ceiling, and are paid to the relevant government
authorities.

The Group also participates in a defined contribution MPF
Scheme in Hong Kong under the Mandatory Provident Fund
Schemes Ordinance, for those employees who are eligible to
participate in the MPF Scheme. Contributions are made based
on a percentage of the employees’ basic salaries and are
charged to the consolidated income statement as they become
payable in accordance with the rules of the MPF Scheme. The
assets of the MPF Scheme are held separately from those of
the Group in an independently administered fund. The Group’s
employer contributions vest fully with the employees when
contributed into the MPF Scheme.

Shenzhou (Cambodia) Co., Ltd. (“Shenzhou Cambodia”) and
Dagian Textile (Cambodia) Co., Ltd. (“Dagian Cambodia”),
wholly-owned subsidiaries incorporated in the Kingdom of
Cambodia, are required to contribute amounts based on
employees’ salaries (defined contribution) to the retirement
benefit scheme as stipulated by the relevant local authority.

The Group has no further obligation for post-retirement benefits

or housing funds beyond contributions in respect of the above.
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1. FRBH 11. INCOME TAX

BE_Z——k-"ZT——F+-A
=+-REFEZAEHASXEEKRD

The major components of income tax expense for the years
ended 31 December 2012 and 2011 are:

&
Group
—E——F —T——F
2012 2011
AR®BT R AREBTT
RMB’000 RMB’000
BB EHRNGEH Current Hong Kong profits tax 45,428 39,012
A K B 2 & B Current Mainland China corporate income tax
B “cIm)
([EmEH]) 339,645 321,594
EERLIE (MIsE27) Deferred taxation (note 27) (1,088) (6,033)
383,985 354,573

REFSHENKERE(—NLANE
BRI FE NG NABCERERS
RESRTRRAAR HESHBYEZX
PISARB A RBEBAEREHL
WA R FIBERB - R AR AR
ERRERG WARBTBEL MG
FERTL N R 1816.5% (—F ——5F:
16.5% ) Z MR BN EBFFH -

MREBRLHEEMKILMERRH
AHAREH RRAZEWNBERARAR
RERABESYEE XA (REEM
MER) TEREBREZESETE
fa] S 75 o BR bt - 70 B2 B X B & RE 1 A
VZHWBRRKEREBRRAR (XK
F]) BEEREERAA([AFE
KE] -BRBVI)VERRA ([ E
BVLD RBEFEEEEARAR([BE
ESE])HOBAMT - ARKREREE
REMEHEXRD WEARBEEL L
At RN EAERI65% (ZF——
F:16.5%) ZHEHNSERNEH -

Pursuant to section 6 of the Tax Concessions Law (1999
Revision) of the Cayman Islands, the Company has obtained
an undertaking from the Governor-in-Council that no law which
is enacted in the Cayman Islands imposing any tax to be
levied on profits or income or gain or appreciation shall apply
to the Company or its operations. As the Company carries on
business in Hong Kong, it is subject to Hong Kong profits tax
at a rate of 16.5% (2011: 16.5%) on the estimated assessable
profits arising in Hong Kong.

The subsidiaries incorporated in the BVI are not subject to
income tax as these subsidiaries do not have a place of
business (other than a registered office only) or carry on any
business in the BVI. Accordingly, Top Always Investments
Ltd. (“Top Always”), Buddies Investments Limited (“Buddies
Investments”), Maxwin (B.V.I.) Limited (“Maxwin BVI”) and
Buddies Group Limited (“Buddies Group”), subsidiaries
incorporated in the BVI, are not subject to tax. As Top Always
was engaged in the property leasing business in Hong Kong,
it is subject to Hong Kong profits tax at a rate of 16.5% (2011:
16.5%) on the estimated assessable profits arising in Hong
Kong.
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11. FTBH (&) 11. INCOME TAX (continued)

BRERBRIEHRBE RRBELE
MRS 2 2B KB & B BRI R
RTRIBFIRAD HIIR20% K 9% KBk
PRS- W & P B & 7| F 2 JE #h 2 4K
WFTISH - BN SRR LA T RIFEN
HRR 30 4 R SR A FI R o

RBBEMKLZHMBRBRNESH
RAB(TRMER]) KT (FB)E
BERQARA([XFHBRBDEFR(F
BI)ERQE ([FEEE])AR16.5%
ZE——F:16.5%) FIEHBHERR
BFRELZ AT ERBABHMATIEA -

REARZMEZZZ2EHBE R B RMA
ArA g ([8MB AR RERBEE
RIS TR KRI0% N A REL Z &
AU AR AT - AR FA RN A A
I SR B A E A ] SR AE - B
BB AFS B R A

R RBRFIABETUAER RIRFIFE
B EU RPN 2 2 &M EB A
AEFE(CRMEFAXRE)BRA
A (TAEFERM] L ERFINEH
fEH B -

RIEFEARLIMBESEMERE ([F
REMERE])  SHERBRRTRE
NI EMEBEFE 2 ERBIBA
BIRS% T EER - HETZEWES
RAEBRIN ZERARBEEAERFEE
BEREBAMEPEAESHR KR
BEEZFRERABERBRYZEBE -FIE
RERERON T —F3H-

Shenzhou Cambodia and Dagian Cambodia, wholly-owned
subsidiaries incorporated in the Kingdom of Cambodia, under
the Law on Taxation, are subject to income tax at a rate of
20% and 9% respectively, and are entitled to be exempted
from income tax for the first four profit-making years. Shenzhou
Cambodia and Dagian Cambodia had no assessable profits
during the year.

Shenzhou Trading Company Limited (“Shenzhou Trading”), Top
Always (Hong Kong) Investment Limited (“Top Always HK”)
and Maxwin (Hong Kong) Limited (“Maxwin HK”"), subsidiaries
incorporated in Hong Kong, are subject to profits tax at a rate
of 16.5% (2011: 16.5%) on the estimated assessable profits
arising in Hong Kong.

Shenzhou Japan Co., Ltd. (“Shenzhou Japan”), a wholly-owned
subsidiary incorporated in Japan, under the Law of Taxation, is
subject to income tax at a rate of 30% of the assessable profits
arising in Japan. No provision for Japan income tax has been
made as Shenzhou Japan had no assessable profits arising in
Japan during the year.

No provision for Macao Complementary Tax has been made
for Buddies (Macao Commercial Offshore) Limited (“Buddies
Macao”), a wholly-owned subsidiary incorporated in Macao,
as the company is exempted from Macao Complementary Tax
pursuant to Macao’s relevant tax legislations.

Pursuant to the Corporate Income Tax Law of the People’s
Republic of China (the “New CIT Law”), the assessable income
of each of the PRC subsidiaries for the year as determined
in accordance with the New CIT Law is subject to a tax rate
of 25%, except for certain of these subsidiaries, which are
exempted from the PRC income tax for two years starting from
their first profit-making year, followed by a 50% reduction in the
applicable tax rate for the next three years. The tax holidays

and concessions expired in 2012.
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1. fREH (&) 11. INCOME TAX (continued)
BENTREHFERARE-E—=
FR-TE——F+=A=+—B 1L FF
FEEZRBEBENBR Y WENT

A reconciliation between the tax expense and the product of
accounting profit multiplied by the PRC’s domestic tax rate
for the tax years ended 31 December 2012 and 2011 is as
follows:

&
Group
—E-—F —E——
2012 2011
AREBT R ARBTT
RMB’000 RMB’000
B 74 A A1) B Profit before tax 2,005,465 2,059,420
LAYE FE FE 2 25% Tax at the statutory tax rate of 25%
—T——F:25%) (2011: 25%)
AEZHIE 501,366 514,855
R E A 1 gk 5 56 P Lower tax rate for specific provinces or
B2 BRIK T & enacted by local authority (147,764) (179,682)
H AR BRI E BT 18 Adjustments in respect of current tax of
B 58 2 previous periods 1,220 3,431
AT 2 Expenses not deductible for tax 5,773 3,817
MEEBEIRTERIE Effect of change in tax rate on deferred tax
B - (331)
FARERZHIEEE Tax losses not recognised during the year 26,932 17,242
FI A LART R FE R AT 3K Utilisation of previously unrecognised
MNBiEEE deductible tax losses (3,542) (4,759)
383,985 354,573
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12. R FHEAE A B FE 12. PROFIT ATTRIBUTABLE TO OWNERS OF
THE PARENT
HE-_ZT——F+-_A=+—HLFE The consolidated profit attributable to owners of the parent
2B RRHEE AELGE A EERENE for the year ended 31 December 2012 includes a profit of
AR #135,196,0007T ( —ZT——4F: A RMB135,196,000 (2011: RMB103,771,000) which has been
K ¥103,771,0007T) ' E R A A & B 7% dealt with in the financial statements of the Company.
WERANRIE -
13. R E 13. DIVIDENDS
AT
Company
—E-—F —T——fF
2012 2011
AR®BT R ARBTT
RMB’000 RMB’000

R R ER B R E®AY  Proposed final dividend of HK$0.70

0.70/8 7T (2011: HK$0.50)
ZZF——%:05087C) per ordinary share 754,855 504,661
AEREZEEKARPREBRAAFRE The proposed final dividend for the year is subject to the
RERERRBF R & approval of the Company’s shareholders at the forthcoming

annual general meeting.
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14. BARIEERKREZEAE(  14. EARNINGS PER SHARE ATTRIBUTABLE

BRAER TO ORDINARY EQUITY HOLDERS OF THE
PARENT

%ﬁzﬁﬂ’ﬂﬁﬁﬂﬂﬁﬁﬁﬁﬁﬁéﬁ The basic earnings per share amounts are calculated by

BEARGFEREFNERAEABEEITL R dividing the profit for the year attributable to ordinary equity

Mz mEFHEEE - holders of the parent by the weighted average number of

ordinary shares in issue during the year.

ARFTEERERER 2 WA KRN E The following reflects the income and share data used in the
KRR : basic earnings per share calculation:
rEH
Group
—F-=F —E
2012 2011
AR®BT R AR®ETF T
RMB’000 RMB’000
& F Earnings

FARERLAERRA A Profit attributable to ordinary equity holders

FE A& ) of the parent 1,620,158 1,703,845
BRHEE
Number of shares

—E--F —F——F

2012 2011

TR i

Thousands Thousands

% 17 Shares

R EEREKRRAFZ  Weighted average number of ordinary shares

jéut iR N T 35 B8 used in the basic earnings per share
calculation 1,303,060 1,245,000
BHRAEBREBEEZE-Z——FR=-F No adjustment has been made to the basic earnings per
——F+-A=1+—HIEFE TEE share amounts presented for the years ended 31 December
B ERRABTEECE Rk 2012 and 2011 in respect of a dilution as the Group had no
EREEAEZLEFEEINNERER potentially dilutive ordinary shares in issue during those years.

Eﬂ B
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15. % BERRKE

15. PROPERTY, PLANT AND EQUIPMENT

i3 3
Group
BAR
BF BERKSE RE BEkE EEIR @
Furniture
Plant and Motor and Construction
Buildings ~ machinery vehicles fixtures  in progress Total
ARETR AR®TR AR%®Tn ARETR AR¥TR AR%T:x
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
—E8--E+-fA=t+-H 31 December 2012
RZZ——%+ZA=F—H At 31 December 2011 and
ER=F-—%-f—H: at 1 January 2012:
KA Cost 1,767,766 2,585,293 67,184 161,018 35,742 4,617,003
RHANERAE Accumulated depreciation and
impairment (335,526)  (1,188,541) (35,125) (82,853) - (1,642,045)
ERFE Net carrying amount 1,432,240 1,396,752 32,059 78,165 35,742 2,974,958
RZE-—5-A-H" At 1 January 2012, net of accumulated
EMRZHNERE depreciation and impairment 1,432,240 1,396,752 32,059 78,165 35742 2,974,958
nE Additions 37,399 123,469 17,294 13,401 492,830 684,393
HE Disposals - (1,508) (412) (537) - (2,457)
FENERE Depreciation provided during the year (99,777) (210,390) (10,145) (22,404) - (342,716)
e Transfers 193,098 210,143 - 108 (403,349) -
LS Exchange realignment - (74) @ @ - (78)
RZZE-ZF At 31 December 2012, net of
+-A=+-8" accumulated depreciation and
BHREHTERAE impairment 1,562,961 1,518,391 38,794 68,731 125,223 3,314,100
RZE-—ZF At 31 December 2012:
+ZA=1+-8:
AR Cost 1,990,818 2,901,155 80,764 164,904 125,223 5,262,864
2HNERAE Accumulated depreciation and
impairment (427,857)  (1,382,764) (41,970) (96,173) - (1,948,764)
FERFE Net carrying amount 1,562,961 1,518,391 38,794 68,731 125,223 3,314,100
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15. Y% - BERRE (&) 15. PROPERTY, PLANT AND EQUIPMENT
(continued)
r5E
Group
BR
BF  RBERES "E EEHE FEIR b
Furniture
Plant and Motor and  Construction
Buildings machinery vehicles fixtures in progress Total

ARBIT  ARBTR ARETL ARETT ARETR ARETR
RMB'OO0O ~ RMB'000  RMB'000  RMB'OD0  RMB'000  RMB'00O

—E——f+ZfA=1-H 31 December 2011

WZZE-FF+-A=+—H  At31 December 2010 and

ERZE——%-f—8: at 1 January 2011:

A Cost 1,557,747 2,382,048 56,077 140,240 183,660 4,319,772

2HMERAE Accumulated depreciation and

impaiment (051602)  (988,897) (26,131) (62,125) - (1,328,755)

REZE Net carrying amount 1,306,145 1,393,151 29,946 78,115 183,660 2,991,017
RZZ——%-A-R" At 1 January 2011, net of acoumulated

BEMRETERRE depreciation and impairment 1,306,145 1,393,151 29,946 78,115 183,660 2,991,017
NE Additions 13,854 207,020 12,112 20,431 50,672 304,089
e Disposals (520) (3,533) (964) (68) - (5,085)
FEMERE Depreciation provided during the year (83,924) (199,644) (8,994) (20,728) = (313,290)
B Transfers 197,118 1,049 - 423 (198,590) S
Rk Exchange realignment (433) (1,291) 41) 8) - (1,773)
RZE——F At 31 December 2011, net of

+-A=+-8" accumulated depreciation and

BMRZHTERRE impairment 1432240 1,396,752 32,059 78,165 35,742 2,974,958
RZE——F At 31 December 2011:

+-A=+-8:

AR Cost 1,767,766 2,585,293 67,184 161,018 35,742 4,617,003

2HMERRE Accumulated depreciation and

impaiment (335,526 (1,188,541) (35,125) (82,853) - (1,642,045)

REEE Net carrying amount 1,432,240 1,396,752 32,069 78,165 36,742 2,974,958
RZE——F+_-_A=+—H &*5%£E At 31 December 2012, certain of the Group’s buildings with an
IREFERTEL A ARK3I58,618,000 aggregate net book value of approximately RMB358,618,000
T (ZF——F: AR¥518,751,000 (2011: RMB518,751,000) were pledged to secure certain
) ZETEFERBIEAR FTASE general banking facilities granted to the Group (note 26).

ZET—RRITBE &R (H5E26)
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16. T Lt HEERE 16. PREPAID LAND LEASE PAYMENTS
AEE AN T HEEFIEREES T The carrying amounts of the Group’s prepaid land lease
wm payments are analysed as follows:
rEH
Group
—E-—F ===
2012 2011
ARE TR ARET T
RMB’000 RMB’'000
[N Cost:
n—A—H At 1 January 579,007 498,910
NBE Additions 3,744 80,097
R+=ZA=+—8H At 31 December 582,751 579,007
ZETHE Accumulated amortisation:
®n—A—8 At 1 January 31,600 20,404
SN £ Amortisation during the year 11,876 11,196
R+=—A=+—8 At 31 December 43,476 31,600
BREF(E Net book value:

R+=—A=+—8 At 31 December 539,275 547,407
n—A—H At 1 January 547,407 478,506
AEEZEMN L wHEEFBMRFPEK The prepaid land lease payments of the Group are situated in

Bie - LA BRFH AV RS o Mainland China and are held under medium term leases.
R-E——F+-_A=+—H KA&£H At 31 December 2012, certain prepaid land lease payments of
IREFEREN A ARKEE2,568,0007T the Group with an aggregate net book value of approximately

—T——%: AR%86,165,0007T) 2 RMB62,568,000 (2011: RMB86,165,000) were pledged to
ETRNEIEERBECRFERET secure certain general banking facilities granted to the Group
BTAEBR 2 —RBITEE2ER (K (note 26).

£T26) ©
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17. B EE 17. INTANGIBLE ASSETS
rEE
Group
B4 K et
Water Use
Software Right” Total
ARMFR  AR®TR  ARMTR
RMB’000 RMB’000 RMB’000
—E-C=F 31 December 2012
+t=BA=+-—-8H
W-ZZE——F—H—Hz Costat1January 2012, net of
B - B 0 R AT 8 accumulated amortisation 3,840 105,888 109,728
NE Additions 2,433 - 2,433
FEEHEE Amortisation provided during the year (637) (6,450) (7,087)
R-ZB—ZF At 31 December 2012
+=A=+-—H 5,636 99,438 105,074
R-FE—Z-F At 31 December 2012:
TEEETr=[:
X2 Cost 7,710 129,001 136,711
RETH# 5 Accumulated amortisation (2,074) (29,563) (31,637)

REFE Net carrying amount 5,636 99,438 105,074
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17. B EE (&) 17. INTANGIBLE ASSETS (continued)
REHE
Group
LIS FKHE* BET
Water
Software Use Right* Total
AREFTT AREFTT AREFTT
RMB’000 RMB’000 RMB’000
—E——F 31 December 2011
+-—A=+—8H
W-_ZE——F—H—Hz Costat1January 2011, net of
BN » B HIR R AT 2 8 accumulated amortisation 3,623 112,338 115,961
NE Additions 721 = 721
FREHERE Amortisation provided during the year (504) (6,450) (6,954)
NZT——%F At 31 December 2011
+-A=+—8H 3,840 105,888 109,728
RZZT——%F At 31 December 2011:
+=HB=+—8:
XA Cost 5,277 129,001 134,278
RETH 5 Accumulated amortisation (1,437) (23,113) (24,550)
REFE Net carrying amount 3,840 105,888 109,728

B AN & B 82 2O 4t @ & R R
ZEERNFHATLIZHHEARAR
£@ - BEmWimEKFBESEES
ARKERTR-_ZEENETLZ=
DR HEZ AEEERERE I
FF & 1+t A R #129,000,0007T * A £
BUBEERBESKERUEE B
H20F ([AKiE]) - #HE-FT—=
F+ZA=+—RH XEBEEXMTA
R 53,000,000 (=& ——F: A
R #53,000,0007T) © 8k T AR
76,000,0007T B 5+ A H fib & < 51 I8 o

Pursuant to an agreement entered into by the Group and the

Government of Beilun District, Ningbo City, in April 2006 and
three supplementary agreements entered into by the Group,
Ningbo Beilun Water Conservancy Bureau and Ningbo Water
Supply General Company in 2008, the Group has agreed to pay
the local government an amount of RMB129 million in exchange
for a guaranteed constant water supply with a favourable
price for a period of 20 years (“Water Use Right”). As at 31
December 2012, the Group has paid RMB53,000,000 (2011:
RMB53,000,000), and the remaining RMB76,000,000 was

included in other payables.
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18. RMIB AR ZRE B THE
DEZEREWR KB D

18. INVESTMENTS IN SUBSIDIARIES, LOANS
TO SUBSIDIARIES AND AMOUNTS DUE

B FIE FROM/TO SUBSIDIARIES
(a) RMBARIZERE (a) Investments in subsidiaries
PN
Company
—E—C—F —ET——%F
2012 2011
ARET R ARBF T
RMB’000 RMB’000
JE LM - #EAKAS  Unlisted shares, at cost 648,979 648,898

FEMBARZEFBHOT: Particulars of the principal subsidiaries are as follows:
AR ES
ERAL/ EHEHR REBAL TEERR
28 EAERZESR BETRA B GE:3 e
Percentage of
Place of incorporation/ equity attributable to
registration and kind of Issued the Company Principal activities and
Name legal entity share capital Direct Indirect place of operations
KFE RERLES. 30,002% 100% - REBREREERR
BEREART FERS
Top Always BVI, limited US$30,002 100% - Investment holding
liability company and property leasing
in Hong Kong
BEREMTEERAT REARE 116,000,000% ¢ - 100% RPBEAERER
(TreMsral) NEBELR HEHBREER
Ningbo Shenzhou Mainland China, US$116,000,000 - 100% Manufacture and sale
Knitting Co., Ltd. wholly-foreign- of knitwear products
(*Shenzhou Knitting”) owned enterprise in Mainland China
B @R REARE 2,100,000% ¢ - 100% NN ESIE-
ARAR ([EEHE]) NEBELR HEHBREER
Ningbo Shixing Mainland China, US$2,100,000 - 100% Print and sale
Knitwear Printing Co., wholly-foreign- of knitwear products
Ltd. (“Shixing Printing”) owned enterprise in Mainland China
ERELORERLA HREARE 140,000% 7T - 100% NEENESIE
(Tg£05%)) NEBELR HEHBREER
Ningbo Lele Printing Mainland China, US$140,000 - 100% Print and sale
Co., Ltd. wholly-foreign- of knitwear products

(“Lele Printing”)

owned enterprise

in Mainland China
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18. RMBAR 2 RE - THE

DEZERER EAHEA

18. INVESTMENTS IN SUBSIDIARIES, LOANS
TO SUBSIDIARIES AND AMOUNTS DUE

BIFRIE (&) FROM/TO SUBSIDIARIES (continued)
(a) RMBARZERE (&) Investments in subsidiaries (continued)
KRR ES
SMAL/ EREER ENER TEXRR
£ EARRZESR BRTRA BE & KEhE
Percentage of
Place of incorporation/ equity attributable to
registration and kind of Issued the Company Principal activities and
Name legal entity share capital Direct Indirect place of operations
ERBRREEERLT SN 10,000,000 70 - 91% R BAERER
([B#EEE]) NERERE HESBREER
Ningbo Yongmian Mainland China, US$10,000,000 = 91% Manufacture and sale
Fashion Garment foreign equity joint of knitwear products
Co.,Ltd. (“Yongmian venture in Mainland China
Fashion”)
BERREREERAT e N 5,000,000% 7T - 91% R EARERER
(MRkEE]) NERERE HEHBREER
Ningbo Shendie Mainland China, US$5,000,000 = 91% Manufacture and sale
Fashion Co., Ltd. foreign equity joint of knitwear products
(“Shendie Fashion”) venture in Mainland China
RHRERERLA REEH- 30,000,000% 7t - 100% RRERHER
bk E3)) NEBERE HEHBREER
Shenzhou (Cambodia) Kingdom of Cambodia, US$30,000,000 = 100% Manufacture and sale
Co., Ltd. wholly-foreign-owned of knitwear products
(“Shenzhou Cambodia”) enterprise in Cambodia
ERATHERBRAR  REKE. 60,000,000% 7 - 100% R B ARRESER
(TKF5&]) NEBERE HEHBREER
Ningbo Dagian Knitwear Mainland China, US$60,000,000 = 100% Manufacture and sale
Co., Ltd. (“Dagian wholly-foreign- of knitwear products
Knitting") owned enterprise in Mainland China
ERMMEEERAA HREIARE - 1,050,000% 70 - 100% RPBEARERER
([##hst ) NEBERE MIHAREEM
Ningbo Linlin Knitting Mainland China, US$1,050,000 = 100% Manufacture and
Co., Ltd. (“Linlin wholly-foreign- processing of knitwear
Knitting”) owned enterprise products in

Mainland China
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18. RMB AR ZRE B THE
DNEZEREWREAHE D

18. INVESTMENTS IN SUBSIDIARIES, LOANS
TO SUBSIDIARIES AND AMOUNTS DUE

BIFRIE (&) FROM/TO SUBSIDIARIES (continued)
(a) RKMBARZKRE (&) (a) Investments in subsidiaries (continued)
KRR ES
SMAL/ EREER ENER TEXRR
£ EARRZESR BRTRA BE & KEhE
Percentage of
Place of incorporation/ equity attributable to
registration and kind of Issued the Company Principal activities and
Name legal entity share capital Direct Indirect place of operations
ERERRHERAA SN 4,000,000 T - 100% R BAERER
([ZREE]) NEBERE MISHEREER
Tuton Textile (Ningbo) Mainland China, US$4,000,000 = 100% Manufacture and
Co., Ltd. (“Ningbo wholly-foreign- processing of knitwear
Tuton”) owned enterprise products in
Mainland China
BN (2 BRAT  REAE. 10,000,000% 70 - 100% R EARERER
(leiizsl) NEBERE I SHAREE m
Shenzhou Knitting Mainland China US$10,000,000 = 100% Manufacture and
(Anhui) Co., Ltd. wholly-foreign- processing of knitwear
(*Shenzhou Anhui”) owned enterprise products in
Mainland China
BN (BN BRAT  REAE. 8,000,000% T - 100% WA EARERER
(T l) NEBERE T SHAAREEm
Shenzhou Knitting (Quzhou)  Mainland China US$8,000,000 = 100% Manufacture and
Co., Ltd. wholly-foreign- processing of knitwear
(“Shenzhou Quzhou”) owned enterprise products in
Mainland China
LEERRHEERAA] AR - AR #2,000,0007C - 95% R BAKE
(TE&%E]) BERENT B HRT
Shanghai Maxwin Garments ~ Mainland China RMB2,000,000 = 95% Trading company
Co., Ltd. sole proprietorship in Mainland China
(“Shanghai Maxwin”) company
ERATELOBREE HEAE. AR #10,000,0007C - 100% R BIAKE
RA([RFELEAT) BREEAA ELOER
Ningbo Dagian Import & Mainland China, RMB10,000,000 = 100% Import and export
Export Co., Ltd (“Dagian limited liability of commodities in
Import & Export”) company Mainland China
BMHES R 10047 - 100% BET
BBREARTF
Shenzhou Trading Hong Kong, limited HK$100 = 100% Dormant

liability company
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18. RMB AR ZRE B THE
DNEZEREWREAHE D

18. INVESTMENTS IN SUBSIDIARIES, LOANS
TO SUBSIDIARIES AND AMOUNTS DUE

BIFRIE (&) FROM/TO SUBSIDIARIES (continued)
(a) RKMBARZKRE () (a) Investments in subsidiaries (continued)
KRR ES
SMAL/ EREER ENER TEXRR
£ EARRZESR BRTRA BE & KEhE
Percentage of
Place of incorporation/ equity attributable to
registration and kind of Issued the Company Principal activities and
Name legal entity share capital Direct Indirect place of operations
KREE Bk 100 7T - 100% REBREAEBEL OB
BREMAR
Top Always HK Hong Kong, limited HK$100 = 100% Investment holding
liability company and import and
export of
commodities
in Hong Kong
EREERERA B - AK#8,000,0007C - 100% R E KR
BRAR([BE]) AREFERA KA
Ningbo Hengzhi Mainland China, RMB8,000,000 = 100% Clothing detection
Clothing Detection limited liability in Mainland China
Co., Ltd. (‘Hengzhi") company
EREEHBERAA REARE HNEBELE 3,060,000% 7T - 100% iNGIETPNEE S )
([REsE]) TSR E
Ningbo Yongyi Mainland China, US$3,060,000 = 100% Manufacture and
Knitting Co., Ltd. wholly-foreign- processing of knitwear
(*Yongyi Knitting”) owned enterprise products in
Mainland China
BNAR B 5,000,000R A - 100% fiRBARZESHRA
BREELA
Shenzhou Japan Japan, limited JPY5,000,000 = 100% Trading company
liability company in Japan
ERSHRHERLA REIARE - AR #80,000,0007 - 95% R BAKE
(IEREE]) BEREART ETTEER
Ningbo Maxwin Fashion Mainland China, RMB80,000,000 - 95% Retail in
Co., Ltd. (“Ningbo limited liability Mainland China
Maxwin”) company
ZERMNELOBRAR  HEAE. AR %5,000,0007T - 100% R BIAKE
(M= E]) BREARTF EHOER
Anging Shenzhou Import &  Mainland China, RMB5,000,000 = 100% Import and export
Export Co., Ltd. limited liability of commodities in
(*Shenzhou Anging”) company Mainland China
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18. RMB AR ZRE B THE
DNEZEREWREAHE D

18. INVESTMENTS IN SUBSIDIARIES, LOANS
TO SUBSIDIARIES AND AMOUNTS DUE

BIFRIE (&) FROM/TO SUBSIDIARIES (continued)
(a) RKMBARZKRE (&) (a) Investments in subsidiaries (continued)
KRR ES
SMAL/ EREER ENER TEXRR
£ EARRZESR BRTRA BE & KEhE
Percentage of
Place of incorporation/ equity attributable to
registration and kind of Issued the Company Principal activities and

Name legal entity share capital Direct Indirect place of operations

LESAEXERAA SN AR 10,000,007 - 100% R BIAKE
(I5HEX]) BEREADH ETNREERE

Shanghai Maxwin Industry ~ Mainland China, RMB10,000,000 = 100% Property
Co., Ltd. (‘Maxwin limited liability management in
Industry”) company Mainland China

BEERE RBRRAHES. 10,000% 7T 100% - REBRLHSERERR

BBREART

Buddies Investments BVI, limited US$10,000 100% = Investment holding

liability company in British Virgin Islands

BREBVI RRRLEE BREAAA 10,000% 7T 95% - REBEREER

Maxwin BVI BVI, limited US$10,000 95% = Investment holding

liability company in Hong Kong

SBEE EE BREERR 10,0007 7T - 95% WEBEREER

Maxwin HK Hong Kong, limited HK$10,000 = 95% Investment holding

liability company in Hong Kong

BB (hE)ERAT REIRE SEBERE 62,000,000% 7 - 95% I EREZ B SR
(ISERE])

Maxwin (China) Mainland China, US$62,000,000 = 95% Trading company
Limited (*Maxwin wholly-foreign- in Mainland China
China") owned enterprise

ERGBARAT REIRE SEBERE 60,000,000% 7T - 100% RPBEAEEER
(T2 HEHBREE R

Huayao Textile Mainland China, US$60,000,000 = 100% Manufacture and sale
Limited (‘Huayao”) wholly-foreign- of knitwear products

owned enterprise in Mainland China

BEERM B AREEAR 100,000% % - 100% REFZE SR

Buddies Macao Macao, limited MOP100,000 = 100% Trading company

liability company in Macao
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18. RMB AR ZRE B THE

DNEZEREWREAHE D

18. INVESTMENTS IN SUBSIDIARIES, LOANS

TO SUBSIDIARIES AND AMOUNTS DUE

BIFRIE (&) FROM/TO SUBSIDIARIES (continued)
(a) RKMBARZKRE () (a) Investments in subsidiaries (continued)
KRR ES
SMAL/ EREER ENER TEEBR
£ EAERZE BRTRA BE % Fq-$:uk
Percentage of
Place of incorporation/ equity attributable to
registration and kind of Issued the Company Principal activities and
Name legal entity share capital Direct Indirect place of operations
ATRBE RERTE HEBELE 4000000057 - 100% RRBRRER
HESBREER
Dagian Cambodia Kingdom of Cambodia, US$40,000,000 = 100% Manufacture and sale
wholly-foreign-owned of knitwear products
enterprise in Cambodia
BEELE EEREAES: e - 100% RRPIHER BHEIR
BRELAR
Buddies Group BVI, limited USS$1 = 100% Investment holding
liability company in Macau
ATHE (RB)ERRA  HEAE HNIBELE 8,000,000 T - 100% NGNS AN TS
Dagian Textile (Anhui) Mainland China, US$8,000,000 = 100% Pre-operating
Co., Ltd. wholly-foreign owned in Mainland China
enterprise
(b) HFHBRATAZER (b) Loans to subsidiaries
RIERBEERGTHBRAAZ The loans to subsidiaries included in the Company’s
FIBEEXRE AEER £ RETE non-current assets are unsecured, interest-free and

FERFN B RER] R HER
BRTHBRARZERBERAR
AZRBEERN  ZFERREE
A 2R RARERLIR —FAE

o

Fal

(c) MEW FEAKELDBRE (c)
AARRRIRBEE,BEZEK
SRR A R RIE R EER £
BREARBERANR—FAERE-

settlement is neither planned nor likely to occur in the
foreseeable future. The loans to subsidiaries included in
the Company’s current assets are unsecured, interest-
free and repayable on demand or within one year.

Amounts due from/to subsidiaries
The amounts due from/to subsidiaries included in the

Company’s current assets/liabilities are unsecured,
interest-free and repayable on demand or within one year.
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19. & 19. INVENTORIES

KEE

Group
—E——F —T——F
2012 2011
AR¥E T ARBF T
RMB’000 RMB’000
R+ Raw materials 334,016 403,109
RS Work in progress 1,012,070 878,288
25K Gh Finished goods 578,349 671,417
1,924,435 1,952,814

20. EWERRA KR EE 20. TRADE AND BILLS RECEIVABLES

b3 | ADF
Group Company

—®-=f “F-F ZB--f T F
2012 2011 2012 2011
ARETRE AR%®Tr AR®TR ARETR
RMB’000 RMB’000 RMB’000 RMB’000
LGS Trade and bills receivables 1,397,759 1,313,646 422,740 435,862
BB Impairment - - - _
1,397,759 1,313,646 422,740 435,862

AEBBEEFZESHERIBEUNEET
AET EEANFANEAUAR- TR
BEEG TR BHRNERS-

The Group’s trading terms with its customers are mainly on
credit with credit terms of within six months. Overdue balances

are reviewed regularly by senior management.
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20. EWREBRA KR EE (#) 20. TRADE AND BILLS RECEIVABLES (continuea)
RERER REBHEZEAHFEZER An aged analysis of the trade and bills receivables as at the
AR EBRRDTOT end of the reporting period, based on the invoice date, is as

follows:
r5E b NG|
Group Company
=®-=f “F-F Z®B-f T F
2012 2011 2012 2011
ARBTRT ARETT AR¥Trn AR®Tn
RMB’000 RMB’000 RMB’000 RMB’000
=@EAR Within three months 1,367,438 1,237,370 422,740 435,862
=EAKE Over three months 30,321 76,276 - =
1,397,759 1,313,646 422,740 435,862
AR ARE 2 EWERARZRRR D The aged analysis of the trade and bills receivables that are not
T considered to be impaired is as follows:
iy | b
Group Company
g% % Z=%B-=f ZT-F
2012 2011 2012 2011

ARBTR ARBTT AR®BTR ARETR
RMB’000 RMB'000 RMB’000 RMB’000

AAHIRE Neither past due nor impaired 1,381,533 1,292,169 422,740 435,862
BEHOR=EA Less than three months past due 5,616 10,071 - =
BH=EANE Over three months past due 10,610 11,406 - =
1,397,759 1,313,646 422,740 435,862
K18 B SR (B 2 FE W 5k IE B s B P A ga Receivables that were neither past due nor impaired relate to
HNReERPER- customers for whom there was no recent history of default.
E@EERBECERFIEREE TEY Receivables that were past due but not impaired relate to a
EFPEH ZEEFPRAASENRZE number of independent customers that have a good track
BRI -BRBBATLER XAFEEFR record with the Group. Based on past experience, the directors
B HREEEEZWESERNEE B of the Company are of the opinion that no provision for
EEBDWR BRI 28U E - EE impairment is necessary in respect of these balances as there
ZEERTIRBAERE NEEWER has not been a significant change in credit quality and the
ZEEHRFEAWERR LG EEAMIR balances are still considered fully recoverable. The Group does
FAEEE &L not hold any collateral or other credit enhancements over these
balances.
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20. EWEBRAREE (&)
R-ZE——F+-_A=+—8" EBWE
BB E AT HE s -

20. TRADE AND BILLS RECEIVABLES (continued)
At 31 December 2012, the trade and bills receivables were
denominated in the following currencies:

rEE
Group
—E-CF —T——F
2012 2011
F#  HEARY R%  HaARE
Original RMB Original RMB
currency equivalent currency equivalent
Frn ARBT:R Tr ARETRT
in’000 RMB’000 in’000 RMB’000
e us$ 160,224 1,007,088 139,389 878,276
AR RMB 390,671 390,671 435,370 435,370
1,397,759 1,313,646
N
Company
—E-—f —T——%
2012 2011
R%  HEARM R%  HaARE
Original RMB Original RMB
currency equivalent currency equivalent
Fr AR®Tx Fr ARETR
in’000 RMB’000 in’000 RMB’000
e us$ 67,256 422,740 69,175 435,862

RUEARERREZREAEBRER

%o

A {EH

The carrying amounts of the trade

approximate to their fair values.

and bills receivables
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21. ANFUE - &R HEMEWR 21. PREPAYMENTS, DEPOSITS AND OTHER

| RECEIVABLES
35 NG
Group Company
—E-CF —E——F —E-Cf§ —T——F
2012 2011 2012 2011
AR®Tn ARETT AR¥Trn AR®T:n
RMB’000 RMB'000 RMB’000 RMB’000
B HEREE Prepayments and deposits
-BERME - Purchase of raw materials 58,602 68,558 - =
-BEME -BER - Purchase of items of property,

FHEZEE plant and equipment 8,992 24 687 - =
-BNEERES - Prepaid rental and deposits 98,905 49,162 - =
—Hft - Others 500 9 - =

P& Ui % T U e E 7 VAT refund receivable and
R recoverable 104,801 104,412 - =
EUETHBARRE Dividends receivable from
certain subsidiaries - - 1,006,152 843,888
H b e M5E Other receivables 58,635 54,815 - =
330,435 301,730 1,006,152 843,888
L EES RS AT A SORE e Ll None of the above assets is either past due or impaired.
BRETE S ¢ Bl & 2 B3 HA I 48 R NG 8% The financial assets included in the above balances relate to
ZFEBGRIBH R - receivables for which there was no recent history of default.
TERRIE  Re REMERRIEZ RE The carrying amounts of the prepayments, deposits and other

BHEEARBESE- receivables approximate to their fair values.
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2. RERBATEEY

22. CASH AND CASH EQUIVALENTS

X&E AN
Group Company
“g--f —T-——% CZ¥-Zf _—T——F
2012 2011 2012 2011
ARETR ARETTT AREBTR ARBTT

RMB’000 RMB’000 RMB’000 RMB’000

ReRRITEH Cash and bank balances 1,027,227 609,979 130,779 92,593
MisGEFHLR=@AZ Bank deposits with an initial term of

RITER less than three months 1,117,178 419,617 - =
ReRkHLEEY Cash and cash equivalents 2,144,405 1,029,596 130,779 92,593

RIFERR AEEBUAREFBEZR
& RIRITHE LD B AR ¥680,263,000
T(ZF——4%F: AR¥751,504,000
) c ARETAEREBAEMEY -
SR - AR AR B A b 2 SN EE IR (K I K
HE - SERNEEEHATE AEEE
HESBERETNETEL EE 2R
THARBEBAEME -

RITEFEFRBRITZIEBAERMEAZS
FRBEBMAE - EHEFERA—BE=E
ATEZTAHEEE RIAEELZ
BNAS IR & R E - WL A FERE HI 77 3K
MERERAME - RITEHRECFAREOY
BRRLBEZEBRERIT -RAERR
cEEYZEmEREAAERSE-

At the end of the reporting period, the cash and bank balances
of the Group denominated in RMB amounted to approximately
RMB680,263,000 (2011: RMB751,504,000). The RMB is
not freely convertible into other currencies. However, under
Mainland China’s Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign
Exchange Regulations, the Group is permitted to exchange
RMB for other currencies through banks authorised to conduct
foreign exchange business.

Cash at banks earns interest at floating rates based on daily
bank deposit rates. Short-term time deposits are made
for varying periods of between one day and three months
depending on the immediate cash requirements of the Group,
and earn interest at the respective short-term time deposit
rates. The bank balances are deposited with creditworthy
banks with no recent history of default. The carrying amounts
of the cash and cash equivalents approximate to their fair

values.
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23. ENERRARERE
MBEER ENERREEER N

23. TRADE AND BILLS PAYABLES

An aged analysis of the trade and bills payables as at the end

R of the reporting period is as follows:
rEE /N
Group Company
~®-=f “F-F ZB--f T F
2012 2011 2012 2011
ARETR ARET T N ARET T
RMB’000 RMB’000 RMB’000 RMB’000
NEARA Within six months 378,454 473,916 10,974 24,500
NIRE—F Six months to one year 691 6,792 - =
—FERE One year to two years 10,105 5,378 - =
MEN £ Over two years 7,849 4,752 - -
397,099 490,838 10,974 24,500

ENEAREZEIGE -BAERALE
BEZEREEEEAAERS-

The trade and bills payables are non-interest-bearing. The
carrying amounts of the trade and bills payables approximate
to their fair values.

24, HibEN FIE R B RIE 24. OTHER PAYABLES AND ACCRUALS
rEE NG
Group Company
—®-=f %% ZB--f T F
2012 2011 2012 2011
ARBT T ARETR ARBT R ARBTT
RMB’000 RMB'000 RMB’000 RMB’000
TR X Accrued expenses 186,676 221,217 21 150
Rk HEfE TR Payable for Water Use Right
(PEE17) (note 17) 76,000 76,000 - -
BEVE BELREL Payables for purchase of property,
FE5RIR plant and equipment 23,965 11,184 - -
FHRETIR RES Guarantee deposits related to
construction projects 12,868 3,260 - -
H i N HRIE Other payables 41,833 42,164 - =
HitENHIR Other taxes payable 89,850 52,028 - -
ERIERHIEREZRE Dividends payable to
non-controlling interests 587 587 - -
431,779 406,440 21 150

b R SRR At R 2 BREEEH

H The carrying amounts of the other payables and accruals
DNAERE EMENKETFTR -

approximate to their fair values. Other payables are non-
interest-bearing.
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25. fTHEE€m I A 25. DERIVATIVE FINANCIAL INSTRUMENTS
—E-C_F
2012
r&E NN
Group Company
BE =i EE 8f
Assets Liabilities Assets Liabilities

ARBTR  ARMTR ARBTR AR®TR
RMB’000 RMB’000 RMB’000 RMB’000

RAEE S L Forward currency contracts - (9,550) - (8,998)
—E——F
2011
PiNES /NG
Group Company
BE Ak BE B8E
Assets Liabilities Assets Liabilities
AREFT AREFT ARET T ARET T
RMB’000 RMB’000 RMB’000 RMB’000
R EE S L Forward currency contracts 27,331 (16,656) = (16,656)
RHEBSYZERMERE QA EHE The carrying amounts of forward currency contracts are the
B same as their fair values.
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5. fTEE®M I A (®)

BEREBSN-REREHH
ZHEE A NEERIERA B &R R/EH
BFHEZHM TR - ZEREBANE
PRBETR RTINS 35 & K 8R 2 KT RIMNE IR
HiRI = gy & -

REEESONTHEBARKREE
FHEF AEEEFH T —=F
EHRZEERBEESRE 2 HRE

E RAETHPAR - EEFBARKE
14,715,0007‘5(:%——¢:J§§E/\E
#539,644,0007T ) & T 71 75 = 51 A ¥
A

25. DERIVATIVE FINANCIAL INSTRUMENTS

(continued)

Forward currency contracts - cash flow hedges

Forward currency contracts are designated as hedging
instruments in respect of forecast future sales to overseas
customers. The forward currency contract balances vary with
the levels of expected foreign currency sales and changes in
foreign exchange forward rates.

The terms of the forward currency contracts match the terms
of the forecast future sales. The cash flow hedges relating to
forecast future sales in the year 2012 were assessed to be
highly effective. Net losses of RMB14,715,000 (2011: losses
of RMB39,644,000) were included in the hedging reserve as
follows:

—E-C—F —ET——%F
2012 2011
ARBT xR ARET T
RMB’000 RMB’000
A REZARE Total fair value gains included in
W 4B 58 the hedging reserve 17,026 89,528
RN EWRE 2 EERIE Deferred tax on fair value gains (3,370) (22,534)
HEMEERSENDED Reclassified from other comprehensive
REBmETER income recognised in
the consolidated income statement (37,487) (140,313)
EFMHEEERIERE AB  Deferred tax on reclassifications to
profit or loss 9,116 33,675
RemeYmrBEFHE Net losses on cash flow hedges (14,715) (39,644)

PO AREEIRE] L T T EE R 2 B
BEARBEANEEES it ABIEZINE
BRI -ZEINE SR AR HETE
Ry AERELE RRAEEERE
BEBABABLEEBEERTZHFM
TERE - JEEHEBITETAEZ AR
HEAEEARKL412000T B RF
R TE B = %W?H%(_ﬁ——i &5 18
AR #41,302,0000) cA=ZF——4F
+=—A=+—8" Zl»‘%@#%ﬁﬂixﬂ,ﬁﬂﬁl\
¥4 #9420,000,000% 70 (=T ——4F
210,000,000 7t)  EIH3H " F11@E A
Z4EA(ZE——F 11 A E16/#
B ) » ErR oM 4 49320,000,0003% 7T B
RAFEEFE-

In addition, the Group has also entered into other foreign
currency contracts which are not designated for hedge
purposes and measured at fair value through profit or loss.
Such foreign currency contracts are settled based on the
extent of the appreciation of the RMB against the US$
exchange rate as management forecasts that the rate of
such appreciation will be different from that forecasted by
the counterparty. Changes in the fair value of non-hedging
currency derivatives amounting to losses of RMB412,000 were
charged to the consolidated income statement during the
year (2011: losses of RMB41,302,000). As at 31 December
2012, the Group held outstanding foreign currency contracts
of US$420,000,000 (2011: US$210,000,000) with periods
ranging from 1 month to 4 months (2011: from 11 months
to 16 months), in which foreign currency contracts of
US$320,000,000 have been offset during the year.
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26. sTERITREMESE 26. INTEREST-BEARING BANK AND OTHER
BORROWINGS
S|
Group
B 3k
2012 2011
ERA%(E) HHA ARETR EEAE(E) 5%A ARETT
Effective Effective
interest interest
rate (%) Maturity RMB'000 rate (%) Maturity RMB'000
ik Current
RITEZ - &R Bank loans - unsecured 275 —E-zk 120,530 2.50-2.75 “E-cE 283,820
2013 2012
LEE Z5-:k 50,284 CE 6 “E-CF 50,407
REREE41.00 2013 AEREE+1.00 2012
Libor+1.00 Libor+1,00
R/ RART g-zk 43,999 B/ RIS “5--f 157,523
REREE.T5 2013 AEREE+175 2012
Hibor/Libor+1.75 Hibor/Libor+1.75
L Z5-:fk 31,428 BB —3-Cf 48,402
REREE41.25 2013 AEFEZ+2.00 2012
Libor+1.25 Hibor+2.00
250 Z5-=fk 100,000 E GG “E-CF 180,300
2013 AEFEE+255 2012
Libor+2.55
RITEF-FHR Bank loans - secured B/ RS “§-Zf 75,426 8,55 “E-F 10,000
REREERHT5 2013 2012
Hibor/Libor+1.75
CEE) ZE-z 125,710
RERERH.0 2013
Libor+1.70
FIER-EHA Bank loans - secured CEE —E-pmE 125,710 A LGl =g 75,611
(RERER) (due for repayment on demand) AEFEEH.70 2014° AEFEEH1.75 2013
Libor+1.70 Hibor/Libor+1.75
BE/ RS —E-mE 113,139 B/ RIRG —3-pE 113416
REREE41.75 2014 RA¥FEE+175 2014
Hibor/Libor+1.75 Hibor/Libor+1.75
E6G —E-of 63,009
RAEFEE+1.70 2012
Libor+1.70
GG —FcE 126,018
RAEFEE+1.70 2013
Libor+1.70
GG —E-QE 126,018
RAEREE+1.70 2014
Libor+1.70
REBOERZ Current portion of long-term - CEEiG) Z3-Zf 9,735
&S -FHR bank loans - secured AEREZH.00 2012
Libor+1.00

786,226 1,244,259
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26. Gt ERITREMEE (#) 26. INTEREST-BEARING BANK AND OTHER

* ZERTEERENRBAER - R1T
BERBLHREN IR R ZRAR SN
ERMBRAE-SEEAEEELR
REBRAEEEERNRITZEME

BORROWINGS (continuead)

These bank borrowings are included in current liabilities as
the banks have an overriding right to call for cash cover on
demand at any time without further reference to the Group and
to demand settlement of any balance owing by the Group to the

fho banks.
424
Company
S e
2012 2011
ER%(E) HHA AEBT T ERH=(E) L ARBTT
Effective Effective
interest interest
rate (%) Maturity RMB’000 rate (%) Maturity RMB'000
ik | Current
ROER-EEA Bank loans - unsecured B ZE-zE 346,241 1.26-2.76 “3--% 720,452
R% 15 %41.00-275 2013 2012
Libor+1.00-2.75
rEE b N/NE|
Group Company
“g--f —T-——% CZ¥-Zf —T——F%
2012 2011 2012 2011
ARETR AR%ETT AR®TR ARETR
RMB’000 RMB’000 RMB’000 RMB’000
Mnk: Analysed into:
AR TIHEEER 2 Bank loans and overdrafts
BIERRES : repayable:
—FARZEX Within one year or on demand 786,226 1,244,259 346,241 720,452
(8 RZE—=F+ZHA=1+—H =K (a) As at 31 December 2012, the Group had borrowing
SECEERERENAARE facilities amounting to approximately RMB2,155,078,000
2,155,078,000t (=& ——F: (2011: RMB2,263,084,000), of which RMB786,226,000
AR #2,263,084,0007T) * H & (2011: RMB1,250,075,000) had been utilised as at the
AR #786,226,0007C (=T —— end of the reporting period. The unutilised borrowing
F: AR¥1,250,075,0007T) E R facilities, subject to certain conditions, amounted to
MEBHRBA -RIBER KB RMB1,368,852,000 (2011: RMB1,013,209,000) as at the
AEEREEE (ZXRNE TIK end of the reporting period.
%) B AR #1,368,852,0007T ( =
T ——4F: AR¥1,013,209,000
JT) °
b) AEBEBETRITEEUALRE (b) Certain bank borrowings of the Group are secured by
BFREN T HEERE (KR mortgages over the Group’s buildings and prepaid land
EHRRZEFREEOARARE lease payments, which had an aggregate carrying value

421,186,000c (= ZF ——F : A
R #604,916,0007T ) 2 K18 E1K
(M E15 K BfsE16) ©

at the end of the reporting period of approximately
RMB421,186,000 (2011: RMB604,916,000) (note 15 and
note 16).



Annual Report 2012 £ ¥ “:

B RS ERAR AL

Notes to Financial Statement

—E——F#+-HA=+—H 31 December 2012

26. ;FERITRHEMEE #) 26.
() B#EEARME100,000,000
T(ZEE——F: ARK
160,000,0007T) 2 & T RITEE
NAREEN BEEUET A
B RABTHE
d) AEBRAQATZETFRITER
LERBEUARRBRARAE
EPH| 2 R TIERER -
27. IEEFIE 27.

HEB BRI ITHER A RN IRE E R
B EaEEE  BREMSH SR
Fl— B IR A 2 15 T R A] i E ST P

INTEREST-BEARING BANK AND OTHER

BORROWINGS (continuead)

(c) Except for certain bank borrowings with an aggregate
amount of RMB100,000,000 (2011: RMB160,000,000)
which are denominated in RMB, the borrowings are
denominated in United States dollars, Japanese yen and
Hong Kong dollars.

(d) Certain bank loans and credit facilities of the Group
and the Company are secured by the Company and the
holding companies controlled by the directors of the
Company.

DEFERRED TAX

Deferred income tax assets and liabilities are offset when there
is a legally enforceable right to offset current tax assets against
current tax liabilities and when the deferred income taxes relate

BHEEHBETAEN- to the same fiscal authority.
AEE 3N
Group Company
—E--% E——% CZBE--f 2%
2012 2011 2012 2011
ARBTRT AR%Tr AR®TR ARET:n
RMB’000 RMB’000 RMB’000 RMB’000
ERHEAE Deferred tax assets 9,058 9,057 479 1,704
FREFIEERE Deferred tax liabilities - (6,833) - =
ERFIEBEFR Deferred tax assets, net 9,058 2,224 479 1,704
R B R R T Reflected in the statement of financial position as follows:
rEE PiN/NE|
Group Company
~®-=f “T—% ZB--f T F
2012 2011 2012 2011
AR®Tn ARETT AR¥Trn AR®ET:n
RMB’000 RMB’000 RMB’000 RMB’000
ERHREEE Deferred tax assets 9,058 2,224 479 1,704
ERHEAR Deferred tax liabilities - = - =
ERTEAETS Deferred tax assets, net 9,058 2,224 479 1,704
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27. EEHIE (&) 27. DEFERRED TAX (continued)
RIEFTISTARE 2@ EFH M T : The gross movements on the deferred tax accounts are as
follows:
r5E ¥ NG
Group Company
—E-CF 24 “E-Cf —T——F
2012 2011 2012 2011
ARETR ARETTL ARETR ARETT
RMB’000 RMB’000 RMB’000 RMB’000
E9) At beginning of year 2,224 (14,949) 1,704 (6,616)
RAFERHERTA Deferred tax credited/(charged) to
(1) 2 BB the income statement during
(PraE11) the year (note 11) 1,088 6,033 (1,225) 6,616
RERFEE#ERTALZ Deferred tax credited to equity
EREBIE during the year 5,746 11,140 - 1,704
FR At end of year 9,058 2,224 479 1,704

ELHBEERABRFAZEZS (R
R BRI RDAER A 2 E8)

The movements in deferred tax assets and liabilities during
the year, without taking into consideration the offsetting of

PONE balances within the same tax jurisdiction, are as follows:
(a) EEBEEE (a) Deferred tax assets
rEE
Group
HeRE
B ¥HIER Fy
Cash flow
Provisions hedges Total
ARBTT ARBTT ARETT
RMB’000 RMB’000 RMB’000
W-—Z——F—HF—H At 1 January 2011 7,936 — 7,936
MAFEEZ KM Z  Deferred tax charged to the income
EERIE statement during the year (583) = (583)
RAFERRTALZ Deferred tax credited to equity
EERIE during the year — 1,704 1,704
R-B——F At 31 December 2011
+-A=+—H 7358 1,704 9,057
RAFEEZERFAZ  Deferred tax credited to the income
EEFIR statement during the year 1,088 = 1,088
RAFERDNRZ Deferred tax charged to equity
EAERIE during the year - (1,087) (1,087)
R-ZB-—ZF At 31 December 2012
+=A=+-H 8,441 617 9,058
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27. EREBIE (#) 27. DEFERRED TAX (continued)
(a) EZBEEE (&) (a) Deferred tax assets (continued)
VNN
Company
HeERE
#hEH st
Cash flow
hedges Total
ARETT ARBTT
RMB’000 RMB’000
RZE——F—H—H At 1 January 2011 = =
REAFEERTALZ Deferred tax credited to the equity
RAET IR during the year 1,704 1,704
RZE——%F Gross deferred tax assets
+TZA=+—HBZ at 31 December 2011
EERIEE EBE 1,704 1,704
RAFERERNRZ Deferred tax charged to equity
IR AE T IE during the year (1,225) (1,225)
R-ZE——F Gross deferred tax assets
+=ZA=+—-HB2 at 31 December 2012
EEBREERE 479 479
RZBE—=—F+=ZA=+—8" The Group has tax losses of approximately
TEBEBBEBEAOAR RMB117,601,000 as at 31 December 2012 (2011:
117,601,0007C (ZF ——F: A RMB107,019,000). Deferred tax assets have not been
R#:107,019,0007T) ° A& B recognised in respect of these deductible temporary
AL EANH G EERRE differences as it is not considered probable that taxable
ERHIBEEE  BRB T KRR E profits will be available against which the deductible
R AT TR = temporary differences can be utilised.
2 o
R B A 2 A 3 AT R R A 8 R The tax losses arising in Mainland China will expire in one
RZERBMAB BB EEER to five years for offsetting against future taxable profits.

—ERFHH-
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27. EEHIE (&) 27. DEFERRED TAX (continued)
(b) EZEHEEME (b) Deferred tax liabilities
K%M
Group
Benmeg FHHEM
HHIER fTETR #5t
Non-hedging
Cash flow currency
hedges derivatives Total
ARETT ARETT ARETTT
RMB’000 RMB’000 RMB’000
N-—E——®&—HF—H At 1 January 2011 16,269 6,616 22,885
RNAREEBRERITAZ Deferred tax credited to
EERE the income statement
during the year - (6,616) (6,616)
NAREBERTAZ Deferred tax credited to equity
EREHIE during the year (9,436) - (9,436)
N ——F At 31 December 2011
+-A=+—8H 6,833 - 6,833
RAEBHERTAZ Deferred tax credited to equity
EERIE during the year (6,833) - (6,833)
R-B—ZfF At 31 December 2012
+=-—A=+-H - = =
P NN
Company
FHHPERTETR
Non-hedging
currency derivatives
ARETT
RMB’000
WZE——%—H—H At 1 January 2011 6,616
RAFEEFZRTFTAZIELEFIE Deferred tax credited to the income
statement during the year (6,616)

RZE——F+ZH=+—H2Z Gross deferred tax liabilities
EETIE B E B at 31 December 2011 =
RARFEEERZRINMG ZIELFEIE  Deferred tax credited to the income
statement during the year -

RNZE——F+-HF=+—H2Z Gross deferred tax liabilities
FEIERIE B EARE at 31 December 2012 =
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27. EEBIE (&)

(b)

EEREEME (&)
BEABCEMESHE RZET
NEFE—R—B R A
ZHBINEECEMBERZKREA
BU10%TEH0E © fié = B 825 P %
BEMBRIZHERAERBE L A
AEAREKZENRE -fAER
= @A E A% o T 15 1% B8
RZBEZNF-_A=+=-H%EM
Z M B(2008)F 15 IR — 2%
tFF+A=+—HBILENERDE
FlE =R &L RS
MR AMIEIT -

RZE——F+=—A=+—80 ' #&
ML AN SR B R B K B AL 2 B
NRAEABRENB 2 RELABFZ
FERTEMB mMEREERIE -E 5
RE ZEWBRABRA KGR
ERZERBFZAJREETR-RZE
——F+-—A=+—8 EBHEK
ERBARZ RERELEHRIES
BZREZERZBREENBA
R #5,553,196,0007C ( =& — —
F: AR#4,191,924,0007T ) °

27. DEFERRED TAX (continued)

(b)

Deferred tax liabilities (continueq)

Pursuant to the PRC Corporate Income Tax Law, a 10%
withholding tax is levied on dividends declared from the
foreign investment enterprises established in Mainland
China effective from 1 January 2008. A lower withholding
tax rate may be applied if there is a tax arrangement
between the PRC and the jurisdiction of the foreign
investors. For the Group, the applicable rate is 5%. On 22
February 2008, Caishui (2008) No. 1 was promulgated by
the tax authorities to specify that dividends declared and
remitted out of the PRC from the retained profits as at 31
December 2007 are exempted from withholding tax.

At 31 December 2012, no deferred tax has been
recognised for withholding taxes that would be payable
on the unremitted earnings that are subject to withholding
taxes of the Group’s subsidiaries established in Mainland
China. In the opinion of the directors, it is not probable
that these subsidiaries will distribute such earnings
in the foreseeable future. The aggregate amount of

temporary differences associated with investments in
subsidiaries in Mainland China for which deferred tax
liabilities have not been recognised totalled approximately
RMB5,553,196,000 at 31 December 2012 (2011:
RMB4,191,924,000).
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28. IR 28. SHARE CAPITAL
—B-CF —T——f
B 7 Shares 2012 2011
TELT AR®T=x FEr ARETRH
HK$'000  RMB'000  HK$'000  RMB'000
AT Authorised:
3,000,000,000 f% 3,000,000,000 (2011:
(ZF——F; 3,000,000,000) ordinary
3,000,000,0008% ) & A% shares of HK$0.10 each
EfE0.10 T 2 LR 300,000 312,000 300,000 312,000
BEIRAR: Issued and fully paid:
1,330,000,000/% 1,330,000,000 (2011:
(—B2——% 1,245,000,000) ordinary
1,245,000,0008% ) &k shares of HK$0.10 each
AB0.108 T 2 E Bk 133,000 136,609 124,500 129,717

F A, 85,000,0000% &% EEO0.108 T During the year, 85,000,000 ordinary shares of HK$0.10 each
VERRE ERT LNIRIMIRE  RE were issued for cash at a subscription price of HK$13.80 per
B AS13.80/ T ° share.

BeERATCBIRAZ LN
% ERORBEEMT

A summary of the transactions during the year with reference to
the above movement in the Company’s issued share capital is

as follows:
B#1T
R&EE BETRE RORER st
Number of Share
shares in Issued premium
issue capital account Total
(F&) ARETT ARETE ARETRT
(thousand) RMB'000 RMB’000 RMB’000
RZE——5—-A—-HRE At 1 January 2011 and
—E-—%—-H—H 1 January 2012 1,245,000 129,717 762,499 892,216
BIIRM Issue of shares 85,000 6,892 944,293 951,185
RHETRS Share issue expenses - = (11,637) (11,637)
R=ZE--%+=-HA=1+—H At 31 December 2012 1,330,000 136,609 1,695,155 1,831,764
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29. & 1E
AEH

AEER BB RBEEE 2 HE
/i*%ﬁ&/\xibaiﬂﬁ’\‘ﬁﬂ%i&i’%
FISEEEREFH K-

(a)

(i)

(ii)

ZERBNES ([ZEEEG
AEZ])

BRI B R AE K& A B R
MEARZABERMA-
& B KREM B QA R A IR
BAEARSTRANEEZ
BR 18 K E10% I A B35
BHLAEe HEEELRE
SER P BEARENE QR
A& A 250% & 1k - 35 &
ERHBABR A ARE MM
EH&$~t‘§ﬁNt?§Zﬁ%%ﬁ

SORFEMARA 225% o

ELZKEERE

PEE 34,8 B {5 PR 1 RC 8% I 42
BB R Rz EmEK
EECZELEZ®R-

29. RESERVES

(a)

Group

The amounts of the Group’s reserves and the movements
therein for the current and prior years are presented in the
consolidated statement of changes in equity on page 78
of the financial statements.

(i)  Statutory surplus reserve (“SSR”)

In accordance with the Company Law of the PRC
and the articles of association of the Mainland
China subsidiaries, each of the Mainland China
subsidiaries is required to allocate 10% of their profit
after tax, as determined in accordance with the PRC
generally accepted accounting principles, to the
SSR until the reserve reaches 50% of the registered
capital of the Mainland China Subsidiaries. Part
of the SSR may be converted to increase paid-
up capital, provided that the remaining balance
after the capitalisation is not less than 25% of the
registered capital.

(ii) Exchange fluctuation reserve
The exchange fluctuation reserve is used to record

exchange differences arising from the translation of
the financial statements of the foreign subsidiaries.
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29. f®E (2)

——F+=-HA=+—H 31 December 2012

29.

RESERVES (continued)

b NN (b) Company
EX RIRAS
k3 REEER  RABH  HARE  RBRE  REER BE @it
Share Exchange Proposed
premium Capital Hedging  fluctuation Retained final
Note account surplus reserve reserve profits dividend Total
ARETT ARETT AR®TR ARETT ARETR ARETR AR%TR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
RZE-—%-f-H At 1 January 2011 762,499 727,430 - (340,088) 280,696 381373 1,811,910
FER2ENRER Total comprehensive income
for the year - - (8,622) (76,593) 236,699 - 151,484
“E-ZESRAERA Final 2010 dividend declared - - - - - (381,373) (381,373)
“E—ERRERBRE Proposed final 2011 dividend 13 = = = = (504,661) 504,661 =
RZE——#+-F=1+-H  At31 December 2011 762,499 727,430 (862 (416,681 12,734 504,661 1,582,021
EEREMELE Total comprehensive income
for the year = = 6,196 268 297,346 = 303,810
kb Issue of shares 944,203 - - - - - 944,293
RAETR Share issue expenses (11,637) - - - - - (11,637)
BRERERTHRRRD Proposed final 2011 dividend to
“E—ERERE new shares issued in the year - - = = (34,671) 34,671 =
—2-—EERRERS Final 2011 dividend declared = = = = = (639,332)  (539,332)
ZE-CERRRBRE Proposed final 2012 dividend 13 (552,155) - - - (202,700 754,855 -
R=ZB-Z§+=-f=t+-A At 31 December 2012 1,143,000 721,430 (2426)  (416,413) 72,709 754855 2,279,155
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30. EFE P Zz2EMI A 30. FINANCIAL INSTRUMENTS BY CATEGORY
REESHR SERES T AZEREE The carrying amounts of each of the categories of financial
PINE instruments as at the end of the reporting period are as follows:
LREE Financial assets

rEE
Group
—EB-—F =% —F —B——fF
2012 2011 2011
XK MR
FE W R 1E KIEFEE JE W R IE
Loans and Held for Loans and
receivables Trading receivables
ARETTT ARETT ARETT
RMB’000 RMB’000 RMB’000
TEemMITA Derivative financial instruments = 27,331 =
H i & I 5RIR Other receivables 58,635 - 54,815
EREREERE Trade and bills receivables 1,397,759 - 1,313,646
NnERHe=EA Bank deposits with an initial
RITIEH term of over three months 130,868 - 290,125
RekBReFED Cash and cash equivalents 2,144,405 = 1,029,596
EA =R Financial liabilities
r5E
Group
-k “E—-f
2012 2011
REAHEHRA REHIR
BIFEEZ tEZ BIFEEZ iHEZ
SRERE SRER @z eRAE eREE @zt
Financial Financial Financial Financial
liabilities liabilities at liabilities liabilities at
held for ~ amortised held for amortised
trading cost Total trading cost Total

ARBTR  ARBTR AREBTR ARETT ARETT ARETR
RMB’000 RMB'000 RMB’000 RMB'000 RMB'000 RMB'000

G ES Trade and bills payables - 397,099 397,099 = 490,838 490,838
JEFT R A L3008 Amounts due to related parties - 3,288 3,288 = 1,631 1,631
STRRIREMEE Interest-bearing bank and

other borrowings - 786,226 786,226 - 1,244,259 1,244,259
HitERHIER Other payables - 157,240 157,240 = 133,195 133,195

fTESRMTIE Derivative financial instruments 9,550 - 9,550 16,656 = 16,656
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30. REFE D Z2EMITA () 30. FINANCIAL INSTRUMENTS BY CATEGORY

(continued)
SREE Financial assets
AAH
Company
—E——F —FT——%F
2012 2011
ERE AR
FE W TR IE JE YR IR
Loans Loans
and and
receivables receivables
ARETR ARBTT
RMB’000 RMB’000
H fth & UL FRIE Other receivables 1,006,152 843,888
JE U5 Bt /BB X B R IE Amounts due from subsidiaries 96,811 61,459
HBTHBRARIZER Loans to subsidiaries 1,157,567 633,867
JE Ui BR 3R Trade receivables 422,740 435,862
e kReEED Cash and cash equivalents 130,779 92,593
A =R Financial liabilities
b
Company
—E--% —E——F
2012 2011
REHERA RBEHA
BiFEE tEZ RBEEEZ HEZ
SHaE SHEE @t ERER ERER @it
Financial Financial Financial Financial
liabilities liabilities at liabilities liabilities at
held for amortised held for amortised
trading cost Total trading cost Total

ARBTR ARMTR ARETR ARETLI ARETR ARETX
RMB'000  RMB'000  RMB'000  RMB'OOO  RMB'0OD  RMB'000

ENHBARITE Amounts due to subsidiaries - 1,085,021 1,085,021 - 801,575 801,575
EfTER Trade payables - 10,974 10,974 - 24,500 24,500
fTESRIE Derivative financial instruments 8,998 - 8,998 16,656 - 16,656
SRBIREMEE Interest-bearing bank and

other borrowings - 346,241 346,241 = 720,452 720,452
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31. ARERAAEBEER 31. FAIR VALUE AND FAIR VALUE HIERARCHY
AEEEARRZeMTAREEREA The carrying amounts and fair values of the Group’s and the
AEMT: Company’s financial instruments are as follows:
rEHE Group

BEE ARE
Carrying amounts Fair values
~F--f T % ZB--f%F T F
2012 2011 2012 2011

ARETR AREBTT ARBTR ARETR
RMB’000 RMB'000 RMB’000 RMB’000

SREE Financial assets
TEEMIA Derivative financial instruments - 27,331 - 27,331
Hftn e e 5R 08 Other receivables 58,635 54,815 58,635 54,815
JE I BR 1 Trade receivables 1,397,759 1,313,646 1,397,759 1,313,646
MNisFEFHa="A2 Bank deposits with an initial

RITER term of over three months 130,868 290,125 130,868 290,125
RekREEEY Cash and cash equivalents 2,144,405 1,029,596 2,144,405 1,029,596
tHEE Financial liabilities
ERERREE Trade and bills payables 397,099 490,838 397,099 490,838
TESMTA Derivative financial instruments 9,550 16,656 9,550 16,656
JE 15 BB A T 50IE Amounts due to related parties 3,288 1,631 3,288 1,631

Interest-bearing bank and

TERAREMEE other borrowings 786,226 1,244,259 785,877 1,243,463

H b & HIE Other payables 157,240 133,195 157,240 133,195
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1. 2ARERAREER &) 31. FAIR VALUE AND FAIR VALUE HIERARCHY
(continued)
AT Company
BHE ARE
Carrying amounts Fair values
8- —F——% Zg--f —T——F
2012 2011 2012 2011
AR¥TR ARETT AR%®TR ARETR
RMB’000 RMB’000 RMB’000 RMB'000
SREE Financial assets
TEEMTA Derivative financial instruments - = - =
H it W B Other receivables 1,006,152 843,888 1,006,152 843,888
FEIH B R RIFIR Amounts due from subsidiaries 96,811 61,459 96,811 61,459
BTHWBARZER Loans to subsidiaries 1,157,567 633,867 1,157,567 633,867
JE I BR 3R Trade receivables 422,740 435,862 422,740 435,862
ReRREEEY Cash and cash equivalents 130,779 92,593 130,779 92,593
tREE Financial liabilities
FERTH B R RIS Amounts due to subsidiaries 1,085,021 801,575 1,085,021 801,575
ERERRRE Trade and bills payables 10,974 24,500 10,974 24,500
TEEMTA Derivative financial instruments 8,998 16,656 8,998 16,656
TEROREMEE Interest-bearing bank and
other borrowings 346,241 720,452 345,892 719,706

CREENABZARBNZIARE The fair values of the financial assets and liabilities are included

X570 (MIERAFBRIFE) E A

at the amount at which the instrument could be exchanged

RHTHARZEBRAR NIITTER
BRRIVARGEEIAE:

TEHRRERASEEY CHERE
R RUERRERE  BNERAERRER
SEABRMRIE Re REMERRIR L
EREE SHARMENFRAZERE
E BR/ENHBARREZARE

4+

Eo

in a current transaction between willing parties, other than
in a forced or liquidation sale. The following methods and
assumptions were used to estimate the fair values:

The fair values of cash and cash equivalents, pledged
deposits, trade and bills receivables, trade and bills payables,
financial assets included in prepayments, deposits and other
receivables, financial liabilities included in other payables and
amounts due from/to subsidiaries approximate to their carrying
amounts largely due to the short-term maturities of these
instruments.
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1. ARERDAERER (#) 31. FAIR VALUE AND FAIR VALUE HIERARCHY

SERTREMEEZ2ABNERA
BREUER EERBRESGTEHAZ
T AR ARG Z M R TE R KR
EREMTHE

AEEEZEH I LITESRT A
TEER TR (BREHERSH) IR
REEME EBRU 2 BERMEE (K
RREFE) ZERAMAZTENF
ZHGABEEHEABE (BRHTZE
EEE IMNERHIERER) EHE
BeanzEmEREAREMRERF-

RZE——_F+-A=+—HB &ME
BEZITEEEMRADIRITETIAY
FTEHRREEZEEFERABR - B
EERR 2 B TE B YRR 0T
ETAREBEAREERZHMERTA
ZER RS EEATE -

(continued)

The fair values of the interest-bearing bank and other
borrowings have been calculated by discounting the expected
future cash flows using rates currently available for instruments
on similar terms, credit risk and remaining maturities.

The Group enters into derivative financial instruments with
various counterparties. Derivative financial instruments,
including forward currency contracts are measured using
valuation techniques similar to forward pricing, using present
value calculations. The models incorporate various market
observable inputs including the credit quality of counterparties,
foreign exchange spot and forward rates. The carrying amounts
of forward currency contracts are the same as their fair values.

As at 31 December 2012, the marked to market value of the
derivative asset position is net of a credit valuation adjustment
attributable to derivative counterparty default risk. The changes
in counterparty credit risk had no material effect on the hedge

effectiveness assessment for derivatives designated in hedge
relationship and other financial instruments recognised at fair
value.
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1. ARERDAERER (#)
AREBR
AEEERTHIERABTREBESR

TEZARME:
—f: RERBEXAGENERSD
B RE (RERAR)HEY
AhE
E-f BB AABEEEAYE
TEARBH A EEREE
BRESY EERTHEY
/'\LDTE
E=H: BYDBAABEEEAYE
28 A B AR
MiSHE (T BERH ALY
B2 EERTHEY AR
e
BAREHBZEE
FEE

31. FAIR VALUE AND FAIR VALUE HIERARCHY

(continued)

Fair value hierarchy

The Group uses the following hierarchy for determining and
disclosing the fair values of financial instruments:

Level 1: fair values measured based on quoted prices
(unadjusted) in active markets for identical assets or
liabilities

Level 2: fair values measured based on valuation technigues
for which all inputs which have a significant effect on
the recorded fair value are observable, either directly
or indirectly

Level 3: fair values measured based on valuation techniques
for which any inputs which have a significant
effect on the recorded fair value are not based on
observable market data (unobservable inputs)

Assets measured at fair value:

Group

As at 31 December 2012

£-1& -t 14 F=8 o

Level 1 Level 2 Level 3 Total

ARETR ARETR ARETR ARETF T

RMB’000 RMB’000 RMB’000 RMB’000

TEERIA Derivative financial instruments - - - -
R-—EB——F+=-_A=+—H As at 31 December 2011

F—R E_H E=R @it

Level 1 Level 2 Level 3 Total

AREFTT AREFT ARETFT ARET T

RMB’000 RMB’000 RMB’000 RMB’000

TEERMIE Derivative financial instruments 27,331 - = 27,331
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1. ARERDAERER & 31.

FAIR VALUE AND FAIR VALUE HIERARCHY

(continued)
Fair value hierarchy (continued)
Liabilities measured at fair value:

Group

As at 31 December 2012

£-1& -t 14 F=8 o
Level 1 Level 2 Level 3 Total
ARETR ARETR ARET R ARETF T
RMB’000 RMB’000 RMB’000 RMB’000
fTESRMTA Derivative financial instruments 9,550 - - 9,550
R-—EBE——F+=-_A=+—H As at 31 December 2011
F—R FR E=R Bt
Level 1 Level 2 Level 3 Total
AREFT AREFT ARETT ARET T
RMB’000 RMB’000 RMB’000 RMB’000
TEERMIA Derivative financial instruments 16,656 - - 16,656
b /N Company
R=-FB-—-—f+=HA=+—H As at 31 December 2012
F—% FZR F=R @t
Level 1 Level 2 Level 3 Total
ARETR ARETR ARETR ARET T
RMB’000 RMB’000 RMB’000 RMB’000
TESRIA Derivative financial instruments 8,998 - - 8,998
R-_E——F+_-_A=+—H As at 31 December 2011
-8 E-R E=R Bt
Level 1 Level 2 Level 3 Total
ARET T ARET T ARET T ARET T
RMB’000 RMB’000 RMB’000 RMB’000
TEEMIA Derivative financial instruments 16,656 = = 16,656
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31.

32.

RERAAREEBR #)

A

H —l— S K A AT
MEAREFEZEREE-

BHE_T——+_-_A=+—H8I1t%F
B BEALBAERE FEE-_H
2 HER  MEE =R 2R INE
%0

MHERERERBEREE

BROTAETAIN AEBZTESRIA

BREBRITERRRE U REBHER %

FeMIETBEEERASHEHZEESS

BEEe AKENEZREMERE

ERAE PIMEEREEELE ZEK
AR TR S JE T AR 3K o

AEENETHTETAER S TEBHE
REEBAL BENAEEAEBLE
EEXZEBRER-

$EIE\EEIEF‘EZ?E%HE’%%%U%

R HNERR - EERBREREBE S
°§$’§%Fﬁ&ﬁ%iﬁﬂl%u =
ﬁ%lﬁﬁk % BB BE N T X o R

SEARTETAZ @ HRERMB
WRMIRE2.4

MEER
AEBEREHMISANEEBEREER
AEEBEFERMBEHET (BEHAR
ERBEFTHENEERN —FRIBEEREY
RITERE)EH-

31.

32.

FAIR VALUE AND FAIR VALUE HIERARCHY

(continued)

Fair value hierarchy (continueq)

The Company did not have any financial assets measured at
fair value as at 31 December 2012 and 31 December 2011.

During the year ended 31 December 2012, there were no
transfers of fair value measurements between Level 1 and Level
2 and no transfers into or out of Level 3.

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group’s principal financial instruments, other than
derivatives, comprise bank loans and cash and short-term time
deposits. The main purpose of these financial instruments is to
raise finance for the Group’s operations. The Group has various
other financial assets and liabilities such as trade receivables
and trade payables, which arise directly from its operations.
The Group also enters into derivative transactions, including
principally forward currency contracts. The purpose is to
manage the currency risks arising from the Group’s operations.

The main risks arising from the Group’s financial instruments
are interest rate risk, foreign currency risk, credit risk and
liquidity risk. The board of directors reviews and agrees policies
for managing each of these risks and they are summarised
below. The Group’s accounting policies in relation to
derivatives are set out in note 2.4 to the financial statements.

Interest rate risk
The Group’s exposure to the risk of changes in market interest
rates relates primarily to the Group’s long-term debt obligations

(including the bank borrowings due to repayment after one year
which contain a repayment on demand clause) with a floating
interest rate.
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2. IKABEEEEREE 32. FINANCIAL RISK MANAGEMENT

(%)

RREB (4)
TRIRA R B - 18 T E A
TE 2R T - A5 5 B AT R R A
EEBAHFIE BT LB D 2 QEE
S o

OBJECTIVES AND POLICIES (continued)

Interest rate risk (continued)

The following table demonstrates the sensitivity at the end of

the reporting period to a reasonably possible change in interest
rates, with all other variables held constant, of the Group’s
profit before tax and the Group’s equity.

¥ 3
Group
BB Al
8/ R m, g m/
THEH (H2) (R2)
Increase/
Increase/ (decrease) Increase/
decrease in in profit (decrease)
basis points before tax in equity
ARETT ARETT
RMB’000 RMB’000
—E-—_F 2012
b B If interest rate increases +50 (2,828) (2,828)
W F R TR If interest rate decreases -50 2,828 2,828
—T——F 2011
A= R If interest rate increases +50 (2,205) (2,205)
W F =T If interest rate decreases -50 2,205 2,205

SMEE L B

AEBEHXZEERER - ZFARK
BHE - AEELN80% (ZT——%:
79% ) $H & ASNEE SHE - T 3F PAETT 85
EXREEMNDREEBARKEE- X
SEERFELLENERRHMERS
%) DOBBRIEHI B R SHE E 2 SNE R

45 o
ZoN

BASEZ KK BREMIEAR 2 HfE
BRI ITATAZEH UEREX
SR AR

N-ZE——F+_-_A=+—0 A&£H
¥ A 8 {5120,000,000F T (— & — —
 :875,000,000F ) 2 R HIE ¥4
HETERERBBERAEIINEPIHE
ZH AR

Foreign currency risk

The Group has transactional currency exposures. These
exposures arise from sales. Approximately 80% (2011: 79%)
of the Group’s sales were denominated in foreign currencies
other than the functional currency of RMB of the operating
units making the sale. The Group requires the major operating
unit to use forward currency contracts to eliminate the foreign
currency exposures on the forecast future sales.

It is the Group’s policy to negotiate the terms of the hedge
derivatives to match the terms of the hedged item to maximise
the hedge effectiveness.

At 31 December 2012, the Group held forward currency
contracts of US$120,000,000 (2011: US$875,000,000)
designated as hedges in respect of forecast future sales to
overseas customers.
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2. IKABEEEEREE 32. FINANCIAL RISK MANAGEMENT

(&
SNERE (Z)
BEAN  NREBINET N T TES R 2 H A
BRARBEFEBREHFTABREZINES
B ZEINEGNRAREH ETEXK
ZHEREAE REREEEBAAB
BABELEGERRZEFAMBERE-
RZEBE——F+=_A=+—H £&HE
B K F & INE A #9100,000,000% 7T
— T ——%:210,000,000%7t) &
HANT1EAZ4ER (=T ——F:
11EAZE16EA) -

TRIFRBESF  EFEEMER
RE 2 BT A B R AE
SNETE R AT A AL BB 2 BURE S A7
(MR EWEEREE 2 A A E S
B) -

OBJECTIVES AND POLICIES (continuea)

Foreign currency risk (continued)

In addition, the Group also enters into other foreign currency
contracts which are not designated for hedge purposes and
measured at fair value through profit or loss. These foreign
currency contracts are settled based on the extent of the
appreciation of the RMB against the US$ exchange rates as
management forecasts that the rate of such appreciation will
be lower than that forecasted by the counterparty. As at 31
December 2012, the Group held outstanding foreign currency
contracts of US$100,000,000 (2011: US$210,000,000) with
periods ranging from 1 month to 4 months (2011: from 11
months to 16 months).

The following table demonstrates the sensitivity at the end of
the reporting period to a reasonably possible change in foreign
currency exchange rates, with all other variables held constant,
of the Group’s profit before tax (due to changes in the fair value
of monetary assets and liabilities).

IS IE = HERBLAT
EHA T FEz e
Increase/
decrease Effect on
in foreign profit
currency rate before tax
% ARET T
% RMB’000
—E-C=F 2012
i AR AT HE If RMB strengthens against US$ +5 (120,576)
M ARBEETRE If RMB weakens against US$ 5 120,576
—T——%F 2011
i AR HETHE If RMB strengthens against US$ +5 (115,266)
MAR¥EHETRE If RMB weakens against US$ -5 115,266
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2. IKABEEEEREE 32. FINANCIAL RISK MANAGEMENT

(#&)

FERR
AEBERNAREBRFZF=ZTE
TRB-WAKEZBR A KIRE
EMETRIZER LEKBEER
BEREF N AEEFEERBUHK
Rigs BASEERS ZERRERL A
ER-BHRWIFUEBREEN 28
ERFEZRS BIFREEZHRE
BERRME BAAEETGRTEER
Hio

ERASEEMEREE (BRAER
ReFEY HMBUREBENEETIT
AETRIELAZEERR KEXSHT
BRRE ARSI ESRBRESENZE
THZEREE-

HRAEBERBMNZEEERITZE=
FEORS ARBEERGR-FES
FRBRIEEE RHUFEE - RIS
MR AEEAEETEESETRRE -
AREEIO% (ZFT——F:19% ) &
91% (=T ——%F:88% ) EWERZ 5 7
REREBEZEAZEFRAARS -H
RAGEEZFEZRFHAREAERES
Mgz Ae BEFBEEYRPELH
FEL AEENEZEZEEETEE
EhERE-

ERAEEKREEBEER 2EERR
#—FEBIE R MR E20H

=

OBJECTIVES AND POLICIES (continuea)

Credit risk

The Group trades only with recognised and creditworthy
third parties. It is the Group’s policy that all customers who
wish to trade on credit terms are subject to credit verification
procedures. In addition, receivable balances are monitored on
an ongoing basis and the Group’s exposure to bad debts is
not significant. For transactions that are not denominated in
the functional currency of the relevant operating unit, the Group
does not offer credit terms without the specific approval of the
Head of Credit Control.

The credit risk of the Group’s other financial assets, which
comprise cash and cash equivalents, other receivables and
certain derivative instruments, arises from default of the
counterparty, with a maximum exposure equal to the carrying
amounts of these instruments.

Since the Group trades only with recognised and creditworthy
third parties, there is no requirement for collateral.
Concentrations of credit risk are managed by customer/
counterparty. At the end of the reporting period, the Group
had certain concentrations of credit risk as 39% (2011: 19%)
and 91% (2011: 88%) of the Group’s trade receivables were
due from the Group’s largest customer and the five largest
customers, respectively. As the major customers of the Group
are all companies with world-famous brands, and a long-term
business relationship has been established by both parties,
certain concentrations of credit risk are well managed by the
Group.

Further quantitative data in respect of the Group’s exposure to
credit risk arising from trade receivables are disclosed in note
20 to the financial statements.
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32. EREEBERBXK 32. FINANCIAL RISK MANAGEMENT

(#) OBJECTIVES AND POLICIES (continued)
REBE S @R Liquidity risk
AEEFERBRADESTE AL The Group monitors its risk to a shortage of funds using a
EoRmER BEHEITAZRESRT recurring liquidity planning tool. This tool considers the maturity
ERer&E (flinfEWRERR) < 2 5 of both its financial instruments and financial assets (e.g., trade
AUARKEEBZETHEERE receivables) and projected cash flows from operations.
R E R R E FT A &AL IR 3RET The maturity profile of the Group’s financial liabilities as at
EAKERmARBZYBHABRNA the end of the reporting period, based on the contractual
™ undiscounted payments, was as follows:
+5H
Group
ZE-Zf
2012
~MEREYD
REX  SRAEA  WT=MEA -EmME REAL st
6to
Less than less than 1t02 Over
On demand 6 months 12 months years 2 years Total

ARBTR  ARBTR ARETR ARMTR ARETR ARETx
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

HERTREMES Interest-bearing bank and

other borrowings - 365,097 182,280 238,849 - 786,226
ERERRZE Trade and bills payables - 396,408 691 - - 397,099
Hit R 3B Other payables 157,240 - - - - 157,240
ERBEATHE Amounts due to related parties - 3,288 - - - 3,288
fTESRMIE Derivative financial instruments - 9,550 - - - 9,550

157,240 774,343 182,971 238,849 - 1,353,403
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32. EREEBERBXK 32. FINANCIAL RISK MANAGEMENT

(%) OBJECTIVES AND POLICIES (continued)
REBESER (&) Liquidity risk (continued)
r5E
Group
—E——%
2011
~EAED
RER  HRAER  WT=fA -EWE MERL b
6to
Less than less than 1102 Over
On demand 6 months 12 months years 2 years Total

ARETL  ARBTR ARETL ARETE ARETR ARETR
RMB'OO0O ~ RMB'000  RMB'000  RMB'OO0  RMB'000  RMB'00D

HERTRAMES Interest-bearing bank and
other borrowings - 740,187 63,009 201,629 239,434 1,244,259
ENEFREE Trade and bills payables - 473,916 6,792 5,378 4752 490,838
Bt R Other payables 133,195 - - - - 133,195
JET IR A £ 3008 Amounts due to related parties - 1,631 - - - 1,631
(TESRIE Derivative financial instruments - (4,674) 4,634 16,696 - 16,656
133,195 1,211,060 74,435 228,703 244,186 1,886,579
b
Company
—E-CE
2012
~MEREYD
REX  SRABA  WTZEA -ERME MENL @it
6 to
Less than less than 1to2 Over
On demand 6 months 12 months years 2 years Total
ARETR AR®TR AR%Tn ARETR AR¥Tn AR%ET:n
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
STRRITREMEE Interest-bearing bank and
other borrowings - 264,529 81,712 - - 346,241
ENERREE Trade and bills payables - 10,974 - - - 10,974
BB AR5 Amounts due to subsidiaries - 1,085,021 - - - 1,085,021
fTESRMIE Derivative financial instruments - 8,998 - - - 8,998
- 1,369,522 81,7112 - - 1,451,234
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2. IKABEEEEREE 32. FINANCIAL RISK MANAGEMENT

(#&)
REBESRME (&)

OBJECTIVES AND POLICIES (continuea)
Liquidity risk (continueq)

NG
Company
“2——f
2011
~EAED
RER  HRAER  WT=fA -EWE MENL b
6to
Less than less than 1102 Over
On demand 6 months 12 months years 2 years Total
ARBTT ARBTT AREFR ARETT AREFRT ARETR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

HERTRAMES Interest-bearing bank and
other borrowings = 720,452 = = = 720,452
ENEFRZE Trade and bills payables - 24,500 - - - 24,500
FERHBARTE Amounts due to subsidiaries - 801,575 - - - 801,575
(TESRIE Derivative financial instruments - (4,674) 4,634 16,696 - 16,656
- 1,541,853 4,634 16,696 - 1,563,183
EXRER Capital management

AEBEAREEZ T ZEARAERGERN
SERBEEZRNRERRIFERL
T PXFHEEH RSB RFERKE
B

REBRBEERAEHEERFAER
BARE BEBIABELAEE K
SEATEAERRERMNS ZRE  [K
REEEARETHR -BE=F—=
F+-_A=+-—"HER-_ZE——F+=
A=+—HLEFE BUEEELNE
Z BRREFTEES-

The primary objectives of the Group’s capital management are
to safeguard the Group’s ability to continue as a going concern
and to maintain healthy capital ratios in order to support its
business and maximise shareholders’ value.

The Group manages its capital structure and makes
adjustments to it in light of changes in economic conditions.
To maintain or adjust the capital structure, the Group may
adjust the dividend payment to shareholders, return capital
to shareholders or issue new shares. No changes were made

in the objectives, policies or processes for managing capital
during the years ended 31 December 2012 and 31 December
2011.
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32. iIXEABEEEEREEK 32. FINANCIAL RISK MANAGEMENT

(#& OBJECTIVES AND POLICIES (continued)
EREE (£)

AEBRAEABEL R (AETE
BEABEINESFHE) ERE A - (55
BEAETBRTREMES BRE
BN BRERRE R H A RIE R
FE S ERIE A R B R A+ 20E  RER
S RASEEY - EADESRAES
NFEAEHERS R - RS HAR -

Capital management (continued)

The Group monitors capital using a gearing ratio, which is
net debt divided by the total capital plus net debt. Net debt
includes interest-bearing bank and other borrowings, advances
from customers, trade and bills payables, other payables and
accruals, amounts due to related parties, less cash and cash
equivalents. Capital includes equity attributable to owners of
the parent less the hedging reserve. The gearing ratios as at

BERBELENT: the end of the reporting periods were as follows:

&

Group
—E-C—F —ET——%F
2012 2011
ARE TR ARBTT
RMB’000 RMB’000
FFERITREMEER Interest-bearing bank and other borrowings 786,226 1,244,259
R ERRER Trade and bills payables 397,099 490,838
T8 U B 5% Advances from customers 4,939 30,681
HEibEMFOE R EFFIE  Other payables and accruals 431,779 406,440
FE A BB A £ 3KIE Amounts due to related parties 3,288 1,631
BWBHERBEEEEY Less: Cash and cash equivalents (2,144,405) (1,029,596)
5% Net debt (521,074) 1,144,253
BAFER AR EE Equity attributable to owners of the parent 8,087,370 6,078,229
R Hedging reserve (2,841) (11,874)
BB E N B Total adjusted capital 8,084,529 6,066,355
BEAREBBERA Capital and net debt 7,563,455 7,210,608
BEARAFELE Gearing ratio (7%) 16%
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33. A& 33. COMMITMENTS
(a) KREHEEE (a) Operating lease commitments
REBIRBE T RBECERELH The Group leases certain of its office premises and plant
HEEETHAEZMEREE - under non-cancellable operating lease arrangements.
RNZEBE——F+-_A=+—H" 'K At 31 December 2012, the Group had total future
SEREBETIRELEHERN aggregate minimum lease payments under non-
IARKEHESHBBEOAT cancellable operating leases as follows:
rEH
Group
—E-—F ===
2012 2011
ARBTx ARBTT
RMB’000 RMB’000
—FR Within one year 38,885 22,653
FE_EFERF In the second to fifth years,
(RREERMF) inclusive 111,617 57,706
AFi% After five years 30,009 18,247
180,511 98,606
(b) EREIE (b) Capital commitments
Group
—E-—F —T——fF
2012 2011
AR TR ARBTT
RMB’000 RMB’000
BRI B RBE: Contracted, but not provided for:
BEBMN B ERE Acquisition of prepaid land lease
AR W% BB R & payments and property,
plant and equipment 70,332 51,560
WEYE BB R E Construction of property,
plant and equipment 48,849 40,365

119,181 91,925
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33. AiE (&

(c) RXFEREHIESH
RZE—=—F+=ZA=+—8"
REBIFTERTEERBINES
W AMBERESEAR(ZE
——F:1EAE16MARN)LE
120,000,000 70 (=& — — 4 :
875,000,000% 7T ) A ER 49 A R
#754,260,0007T (=& — —F:
AR #5,546,791,0007T ) °

34. LREE
RIBER  AEBK AL T ETA
BAZREE-

35. A LTRZ
(a) FAEEITERABZHM

33. COMMITMENTS (continuead)

34.

35.

(c) Outstanding forward foreign exchange contracts

As at 31 December 2012, the Group had
commitments in respect of outstanding forward foreign
exchange contracts to sell US$120,000,000 (2011:
US$875,000,000) for approximately RMB754,260,000
(2011: approximately RMB5,546,791,000) within periods
ranging from 1 month to 5 months (2011: from 11 months
to 16 months).

CONTINGENT LIABILITIES

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

RELATED PARTY TRANSACTIONS

(@) Compensation of key management personnel of the

Group

REE

Group
—E——F —F——%
2012 2011
AR¥ TR ARBT T
RMB’000 RMB’000

Remuneration of directors and

EEhEREEAENSE senior management 9,071 9,936

EREERERTRAERHEZ
HE— HFBHR M SRR TES -

Further details of the directors’ and chief executive’s
emoluments are included in note 8 to the financial
statements.
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35. BEEAN TR B (&) 35. RELATED PARTY TRANSACTIONS (continuea)
(b) EHEBALTZRXS (b) Transactions with related parties
fFE Continuing
BRAMBEHRERSBFMZZHIN In addition to the transactions detailed elsewhere in these
AEBRFERN G EBAH A THEST financial statements, the Group had the following material
TINERRS : transactions with related parties during the year:
rE
Group
—E-——F —F——%
2012 2011
AR®BT R ARBTT
RMB’000 RMB’000

MEFENEEERARF  Lease of property, plant and

(TEEMEZ])* equipment from Ningbo
HEME BE R&E Shenzhou Properties Co., Ltd.
(“Shenzhou Properties”)* 7,262 7,262

2 EMNEEE AR AR Processing services provided by
(TERMtEsm@ ) 3R ¢ 2 o Ningbo Shenzhou Shitong Knitwear

TR Co., Ltd. (“Shenzhou Shitong”)* 12,925 10,830
4R PSR 7R B 3 oy Purchase of packing materials from
BRA7A Shaoxing County Huaxi Packaging
(lEmRERAR]) > Materials Company Limited
KEBRYE (“Huaxi Packaging Company”)** 39,023 36,046
* BNE RNt BEANA R — * Shenzhou Properties and Shenzhou Shitong are controlled
BHITESRES - by one of the Company’s executive directors.
> EFEEERARAAARESP— **  Huaxi Packaging Company is controlled by the relatives of
BRITEEZHBIEG - one of the Company’s executive directors.
@A LT ZRERBETRE The purchase and lease from the related parties were
EREARAEFZEFREHEZA made according to the published prices and conditions
FEAE R IGETHET offered by the related companies to their major
customers.
(c) HEBALTETZEMRS (c) Other transaction with related parties
AEBRARNARIZETRITER Certain bank loans and credit facilities of the Group
NMEERMERARNRIESES 2 and the Company are guaranteed by the companies

NAVELR controlled by the directors of the Company.




Annual Report 2012 £ ¥ m:

B RS ERAR AL

Notes to Financial Statement

—E——F#+-HA=+—H 31 December 2012

35. BEEAN TR F (&) 35. RELATED PARTY TRANSACTIONS (continuea)
(d) EEEEEEAN L 248k (d) Outstanding balances with related parties
AEBHEEBBMATEUTERKR The Group had the following significant balances with its
ek related parties:
rE
Group
—E-_F —E——F
2012 2011
ARETR ARET T
RMB’000 RMB’000
FEAS BAESE N - 3RIB Amounts due to related parties
—HES5HE: — Trade related:
EFRBRMAT Huaxi Packaging Company 3,288 1,631
3,288 1,631
36. #it EM B REK 36. APPROVAL OF THE FINANCIAL
STATEMENTS
BEeRN T =—F=-A-1+HABHE The financial statements were approved and authorised for

I BT B B SR o issue by the board of directors on 25 March 2013.
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(BRAEHIN MESEAARETIT)

AEERBAMBHREABEERRAER
BEHREFEZEAMEENUNREE BER
PHBERESEZHIINT

(Amounts expressed in RMB’000 unless otherwise stated)

A summary of the published results and assets, liabilities and
minority interests of the Group for the last five financial years,
prepared on the basis as set out herein, is set out below:

BE+t-A=+-BLFEE Wt=-A=t+-8

For the year ended 31 December/As at 31 December

B —T——F Z—T-FTF —TTHFE —TTN\F
2012 2011 2010 2009 2008
ARETR ARETT AREBTT ARETT ARETR
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
E4 Results
KA Revenue 8,937,578 9,043,442 6,719,172 6,093,485 4,822,596
B & B AN Finance costs (29,987) (51,243) (35,837) (25,393) (51,417)
F 5% B A1) Profit before tax 2,005,465 2,059,420 1,624,597 1,473,553 757,420
FTS 8 X Income tax expense (383,985) (354,573) (351,952) (220,439) 56,968
F ZF) Profit for the year 1,621,480 1,704,847 1,272,645 1,253,114 700,452
AT ATEIEER: Attributable to:
FRAHER A Owners of the parent 1,620,158 1,703,845 1,271,654 1,252,030 699,380
FEPE 1 Non-controlling interests 1,322 1,002 991 1,084 1,072
1,621,480 1,704,847 1,272,645 1,253,114 700,452
BEE -B8EBR Assets, Liabilities and
FEFMER Non-controlling
Interests
BEE Total assets 9,805,409 8,549,550  7,425455 5427229 4,321,251
BERE Total liabilities (1,773,275)  (2,437,331) (2,612,184) (1,531,533) (1,448,278)
LB Non-controlling Interests (34,764) (33,999) (13,739) (13,201) (12,586)
8,122,134 6,078,229 4,799,532 3,882,495 2,860,387
fizs: AEEHE-"ZT——FRKR_FT—_—4+= Note: The consolidated results of the Group for each of the two years

A=+ BLMEFESFZ2REXE
UWER=ZFE——FK=ZFT—Z=ZF+=A
=+—RZEREEE BBENEEGHERS
TIE R B RERFET4ABE EF183E ©

ended 31 December 2011 and 2012 and the consolidated assets,
liabilities and non-controlling interests of the Group as at 31
December 2011 and 2012 are those set out on pages 74 to 183 of
the financial statements.
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