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Financial Highlights for 2014 Interim Results

ENERERIERAER AR ([EMBEB I8 A/ The board (the “Board”) of directors (the “Director(s)”) of Shenzhou
RNANEE([EF])E ([ESE])MARAMA  International Group Holdings Limited (“Shenzhou International” or the
AARENBRAR (A ALE])HZE=-ZF "Company’) is pleased to announce the unaudited interim results of
—WENA=ZTHIEAEA ZAEEZFEZE  the Company and its subsidiaries (collectively, the "Group”) for the six
EBER T —FRZEEHFT-PHZESE  months ended 30 June 2014, together with the comparative amounts
&‘:F' B ISR R R |AZ B AR FIE|IZZ  for the corresponding period of 2013. The interim results and interim
BEEH- financial statements have not been audited but have been reviewed
by the Company's audit committee.
FTENKRHEBRMBLRZLEER COMPARISON OF KEY FINANCIAL
INFORMATION AND FINANCIAL RATIOS

REEER
Unaudited
BZEAB=1THILAXEA

For the six months ended 30 June

—E-nmEF —EF-=F
2014 2013
AR TR AR¥ETT
RMB’000 RMB'000
HERE Sales 4,983,637 4,772,638
EH Gross profit 1,402,484 1,375,023
B ¢ B A Profit before tax 1,146,666 1,181,397
RARIREREE ARIGFE Profit attributable to equity holders
of the Company 943,900 920,461
F ) E (%) Gross profit margin (%) 28.1 2838
T I = (%) Net profit margin (%) 18.9 19.3
BREF (AR Earnings per share (RMB) 0.67 0.69
—F-HmF —F—=
ANA=1+H +=Z—A=+—H
30 June 2014 1 December 2013
AR TR AR¥ETT
RMB’000 RMB'000
BERE Total assets 14,636,366 11,317,2749
“ARE Total equity 10,661,183 10,331,657?
RekReEEY Cash and cash equivalents 4,546,173 2,609,050?
BREELE ) Gross gearing ratio (%) " 26.8 -
TEEN L & Current ratio 9.0 7.1
JEW AR < BB E (B) Accounts receivables turnover period (days) 55 50
GFEZEEH(R) Inventory turnover period (days) 125 110
B & Notes:

1. §$E1atbfzu+’§7‘%ﬂi
BRES 2 EBE D R BARRBRERSE

ARG S 2 LR -

2. - Z=F+-_A=+—BzZBEZELL- 2.

Interim Report 2014 FRisReE

EBEE (BEYT 1.

Gross gearing ratio represents the ratio between total borrowings
outstanding (including the balance of debt component of convertible

bonds) and equity attributable to equity holders of the Company.

The figures as at 31 December 2013 were audited.

RN SEEZERAERR A
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The following management discussion and analysis should be read
in conjunction with the unaudited interim consolidated financial
statements and the accompanying notes of the Group for the six
months ended 30 June 2014 set out in this interim report.

BUSINESS REVIEW

During the period, the amount of textile and garment products
export from China exhibited a slight growth as compared with the
corresponding period last year. According to the statistics of the
Chinese Customs, the total amount of Chinese textile and garment
exports (including textile yarns, fabrics and finished products as well
as garments and garment accessories, referred the same as below)
from January to June 2014 was US$132.48 billion, representing a
year-on-year increase of approximately 4.1%, down by approximately
8 percentage points as compared with the same period in 2013.
Out of the total exports, the export of textile products amounted
to USS$53.30 billion, representing a year-on-year increase of
approximately 4.2%. Garment export value rose by approximately
4.1% to US$79.18 billion, among which US$19.66 billion, US$14.24
billion and US$8.84 billion were exported to the European Union
("EU"), the United States (“US") and Japan, respectively, representing
increases of approximately 20.2%, 7.4% and a decrease of
approximately 11.1% respectively, over the corresponding period last
year. Exports of garment products to the EU market rose significantly,
and exports to Japanese market saw an apparent drop as a result
of the shifting of purchasing focus of the Japanese market that had
affected the export and the increase in domestic consumption tax in
Japan. As affected by continuing increase in manufacturing costs, the
market share of China's garment products show a decreasing trend
year by year in the EU, the US and Japanese markets. Of the garment
products exported, the export value of knitted garments amounted
to US$35.09 billion from January to June 2014, representing a
decrease of 9.4% as compared with the same period last year, which
was mainly due to decrease in the unit price of cotton knitted
garments because of a drop in domestic cotton price.

RN SEEZERAERR A
Shenzhou International Group Holdings Limited
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For the domestic garments consumer market, according to the
National Bureau of Statistics of China, RMB588.6 billion total retail
sales of goods among the “over-the-threshold” enterprises from
January to June 2014 came from garments, footwear, hats and
knitwear, representing a year-on-year increase of 10%, and down
by nearly 2 percentage points as compared with the same period
last year. In recent years, the garment consumption in the domestic
market has maintained a stable low growth instead of rapid increase
like in the past, and the competition of garment retail brands was
more and more intense in the domestic market.

During the period, as affected by the change of the population
structure and employment mentality, the recruitment by enterprises
was more difficult with labour costs increasing rapidly. For raw
materials, as a result of the change in the previous collection and
reserve policies by government, cotton price dropped significantly
during the period and the price difference with foreign markets was
narrowed. The price of dye and chemical materials had apparent
increases as a result of certain small and medium enterprises pulling
out from the industry due to inability to fulfill the environmental
protection requirements because of the impact from the tightening
of the government’s environmental policies. The stabilization of the
RMB exchange rate against US dollars had mitigated the adverse
impact of RMB appreciation on export enterprises.

For January to June 2014, the Group recorded a slight growth in
revenue and operating results with 4.4% and 2.0% increases in
revenue and gross profit respectively, as compared with the same
period in 2013, and also, profit after tax rose by 2.5% in order to
realize earnings per share amounted to RMB0.67. During the period,
the Group constructed its overseas production bases as scheduled,
strengthened the research and development and innovation activities
for its products and further optimized its product mix. The works
during the period had laid a healthy foundation for the sustainable
and stable development of the Group.

Interim Report 2014 iR
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To increase the production capacity of the Group and to achieve
a stable increase in its revenue, the Group initiated a new round
of construction of production bases in overseas. The construction
progress of the fabric production base of the Group in Tay Ninh
Province, Vietnam is in line with its expectation. Currently, the
construction of the Phase | factory with administrative offices is
at its final stage with some production equipment starting to be
installed and tested. It is expected that Phase | capacity will be put
into production by the end of 2014. The incident of attacking foreign
enterprises by Vietnamese occurred in May this year had increased
the risk concern of foreign enterprises on investments in Vietnam.
The production base of the Group in Vietnam was at the construction
period, so its properties and progress of the project did not suffer
from any significant impact. Through its own channels, the Group
had conveyed its concern on investors' interests to the Vietham
government authorities. At present, the Group has not changed
its plan to invest in Vietnam, and it also takes a positive attitude
towards its business development in Vietnam. However, the Group
will continue to assess the situation to make reasonable response or
adjustment. Apart from the fabric production base, the Group is also
preparing to construct its garment factory in Vietnam.

To further enhance its industry competitive advantages, the
Group strengthened its activities in innovation, and research and
development. Apart from its engineering technology centre, its
corporate innovation centre is also under construction. Following its
wholly-owned subsidiary of the Group being awarded as a High New
Technology Enterprise in 2013, Ningbo Shenzhou Knitting Co., Ltd,
another wholly-owned subsidiary of the Group, received the “Ningbo
City Mayor Quality Award".

During the period, revenue from sportswear products represented
62.6% of total revenue, which was the highest proportion in the
history of the Group and achieved a satisfactory growth. Lingerie
products also maintained a relative stable level. For retail operation,
the total number of current directly-managed stores was 29, which
are mainly located in cities within the Yangtze River Delta region.

RNBER S EIZERER AR

Shenzhou International Group Holdings Limited
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m%.%‘:‘ééﬁim
HEHE

AEEHEERBEE_ZE—=—FA=1THIt
NEBRZ ARE4772,6380007T WNMEHZE T
—WERNRA=ZFTHIEAREAZ ARK4983,637,000
TTo AT AR #210,999,0007T ¢ 38 18 4 A54.4% °

THE GROUP’S OPERATING RESULTS

Revenue

The Group's revenue for the six months ended 30 June 2014
amounted to RMB4,938,637,000, representing an increase of
RMB210,999,000 or approximately 4.4% from RMB4,772,638,000 for
the six months ended 30 June 2013. The modest increase in revenue

BN AEBZHEERABMIZE - TZ K1)  of the Group during the period was mainly attributable to: 1) a
PEEMZHEERIEE - BXHEAMSBZIKME  satisfactory increase in sportswear products, but offset by a drop in

AREE S & Tk 2 #R - 2) A B R HAR I R A 78
EVHEBEN IBANE IMERZIBFMET A
BREzTE-

sales of casual wear products in the Japanese market, 2) there was
no substantial additional capacity of the Group during the period, 3)
the impact of efficiency improvement of domestic employees was
affected by staff turnover.

UWTAREEHEZ - —WFNA=+HIM A comparison of the Group's revenue for the six months ended
AREBZE= "—:E/\ﬁ +HIER@EAZRES 30 June 2014 and the six months ended 30 June 2013 by product
BRI 2 SHERRLLE categories is as follows:
BEAHA=tHILEAEA
For the six months ended 30 June
—E-ImF —T—=F 2E
2014 2013 Change
AR¥TR % ARETT % ARETTT %
RMB'000 % RMB'000 % RMB'000 %
REM By product
EBE Sportswear 3,117,439 62.6 2,713,800 56.9 403,639 149
NGk Casual wear 1,112,038 223 1,294,820 27,1 (182,782) (14.1)
AEE | Lingerie 672,704 13.5 667,438 14.0 5,266 08
Hedtm Other knitwear 81,456 1.6 96,580 20 (15,124) (15.7)
SHE R Total revenue 4,983,637 100.0 4772638 100.0 210,999 44
HE —FERNA=ZFTHIENEA EEEE  For the six months ended 30 June 2014, revenue from sale of

uuZﬁﬁ%%U%/\E%a, 17,439,00070 B = =
T ZFRNAZTHIAEAZHEEARE

sportswear amounted to RMB3,117,439,000, representing an increase
of RMB403,639,000 or approximately 14.9% from RMB2,713,800,000

10

2,713,800,0007T * _EF T AR ®403,639,0007T + 3E 18
N E149% - BEVEEMRIHEERFIZERGRE
Bomhg BANESREHER S —=FFH
MERF - -BR - KERBERESRIEZ HEWRA
#5 AR 1100000007 B —ZF— =4 [F H 2 84
E 4 ARM73,000,0007T - 38K T AR #37,000,000

JC°

BNEREEZERAERA A
Shenzhou International Group Holdings Limited

for the six months ended 30 June 2013. The growth in revenue from
sale of sportswear mainly came from international brands, and the
revenue from sale of domestic sportswear brands for the period also
rose when compared with 2013. During the period, the revenue from
sale of domestic sportswear brands increased by RMB37,000,000 to
approximately RMB110,000,000 from approximately RMB73,000,000
for the same period in 2013.

Interim Report 2014 iR
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KREEERMCHEEEHRBEE S —=9<A
=+ HIEREAZ AR1,294,820,0007T ° FREE
HE-Z-MENA=1tHIERNEAZARE
1,112,038,0007T ' & > 7 AR #182,782,0007T * P& 1&
HE141% - FERZ ) AEBRBATF 2 HES
KEE: D) AEEHER CEFEANESEE®D
ZEEHFR MAENECKBEERCERPS
;jzo

NKEERMHERERBEE_T—=F A=+
HIiENE A 2 AR#E667,4380007T 0 FAZEEZE —
T—FENA=+HIEXNERZ ARK672,704,000
TC AN T AR 5,266,0007T - 12 18 49 £0.8% ° N
KEERIHELIZRARBERARTERP Z2H K.

ATRAEEHE_Z—NFNA=THILXE
ARBE—_Z—=FXA=THBILXERKRTS
N ZHERLE:

Revenue from sale of casual wear products decreased by
RMB182,782,000 or approximately 14.1% from RMB1,294,820,000 for
the six months ended 30 June 2013 to RMB1,112,038,000 for the six
months ended 30 June 2014. This was mainly due to: 1) the decrease
in purchase demand from the Japanese clients of the Group; 2)
the redeployment of the Group’s limited capacity to the increasing
demand for sportswear products without any increase in other casual
wear products to meet clients’ demand.

Revenue from sale of lingerie products increased by RMB5,266,000 or
approximately 0.8% from RMB667,438,000 for the six months ended
30 June 2013 to RMB672,704,000 for the six months ended 30 June
2014. Revenue from sale of lingerie products was mainly attributable
to the demand from Japanese clients.

A comparison of the Group's revenue for the six months ended 30
June 2014 and the six months ended 30 June 2013 by market regions
is as follows:

BEAA=TRHILAEAR

For the six months ended 30 June

—E-NmEF —E—=F BE
2014 2013 Change
ARBTR % AREBTIT % AREBTIT %
RMB'000 % RMB'000 % RMB'000 %
g By market regions
B R g & International sales
=N Japan 1,406,301 28.2 1,604,101 336 (197,800) (123)
BUM Europe 875,797 17.6 812,359 17.0 63,438 7.8
x Us 460,239 9.2 388,000 8.1 72,239 186
Hem% Others 1,095,868 22.0 1,035,428 218 60,440 58
BIBREEE /NGt Sub-total for international
sales 3,838,205 77.0 3,839,388 805 (1,683) -
REE Domestic sales 1,145,432 23.0 932,750 19.5 212,682 228
HERRER Total revenue 4,983,637 100.0 4,772,638 100.0 210,999 44

Interim Report 2014 FRisReE
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For the six months ended 30 June 2014, the Group's revenue from
the Japanese market was RMB1,406,301,000, representing a decrease
of RMB197,800,000 or approximately 12.3% from RMB1,604,101,000
for the six months ended 30 June 2013. It was mainly due to the
decrease in the purchase amount of Japanese clients from the
Company as a result of the increased domestic consumption tax rate
in Japan, in which it had affected garment consumption demand.

The Group's revenue from the European market for the six months
ended 30 June 2014 amounted to RMB875,797,000, representing
an increase of RMB63,438,000 or approximately 7.8% from
RMBB812,359,000 for the six months ended 30 June 2013. It was mainly
due to the increase in garment consumption demand due to its
economic recovery.

The Group's revenue from the US market for the six months ended 30
June 2014 amounted to approximately RMB460,239,000, representing
an increase of RMB72,239,000 or approximately 18.6% from
RMB388,000,000 for the six months ended 30 June 2013. The growth
of the Group's sales from the US market was mainly attributable to
sportswear products.

The Group maintained its revenue growth in other markets including
South Korea, Russia and Hong Kong. Revenue from other markets for
the six months ended 30 June 2014 increased by approximately 5.8%
as compared with the six months ended 30 June 2013.

For the six months ended 30 June 2014, the Group increased 22.8%
in its revenue from the domestic market as compared with last year,
with sales of apparels in domestic market amounted to approximately
RMB1,076,561,000, representing an increase of RMB229,484,000 or
approximately 27.1% from RMB847,077,000 for the same period last
year. The increase in sales from the domestic market was also mainly
attributable to the purchase for sales of international brands in the
PRC region.

Interim Report 2014 iR
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Cost of sales and gross profit

The Group's cost of sales for the six months ended 30 June 2014
amounted to approximately RMB3,581,153,000 (for the six months
ended 30 June 2013: RMB3,397,615,000). The Group's gross profit
margin for sales for the six months ended 30 June 2014 was
approximately 28.1%, representing a decrease of approximately 0.7
percentage point from 28.8% for the six months ended 30 June 2013.
Revenue for the period included a loss of RMB12,010,000 (for the six
months ended 30 June 2013: gain of RMB10,638,000) from foreign
currency forward hedges between US dollars and RMB entered
into in China. Gross profit margin for the period excluding such loss
from foreign currency hedges was approximately 28.3% (for the six
months ended 30 June 2013: 28.7%), representing a slight decrease
of approximately 0.4 percentage point. The major factor affecting the
gross profit margin for the period was the rapid rise in labor costs.

Equity attributable to equity holders of the Company

As at 30 June 2014, the Group's equity attributable to equity holders
of the Company amounted to RMB10,645,868,000 (31 December
013: RMB10,316,264,000), of which non-current assets, net current
assets, non-current liabilities and non-controlling interests amounted
to RMB4,541,942,000 (31 December 2013: RMB4,324,581,000),
RMB8,967,063,000 (31 December 2013: RMB6,007,076,000),
RMB2,847,822,000 (31 December 2013: nil) and RMB15,315,000 (31
December 2013: RMB15,393,000), respectively. The increase in equity
attributable to equity holders of the Company was mainly due
to an increase in retained earnings and the equity component of
convertible bonds was credited to reserves during the period.

Liquidity and financial resources

For the six months ended 30 June 2014, net cash generated from
the Group's operating activities amounted to approximately
RMB798,272,000 (for the six months ended 30 June 2013:
RMB540,015,000). Net cash (cash and cash equivalents less total
borrowings (including the balance of debt component of convertible
bonds)) of the Group as at 30 June 2014 was RMB1,698,351,000,
representing an decrease of RMB910,699,000 from the net cash of
RMB2,609,050,000 as at 31 December 2013. The decrease was mainly
due to an increase in cash outflow from investing activities of the
Group during the period.

RN SEEZERAERR A
Shenzhou International Group Holdings Limited

13




B am M AT

Management Discussion and Analysis

14

REBR -ZT—MEANA=THZREESS
B A ANRM4546173,000T (ZE—=F+=A1
=+—H: AR¥26090500007T)  A[#RESZ
B D erEE A AR 2847,822000T (ZE—=
FTZA=T—H:%) KAREIREFEAEN
RS A AR #10,645,868,0007T (ZE—=%F+_A
=t+—H: AR%103162640007T) - A EE IR &
BN R - BEHERLLE (BREEREE
(BIEMRRES 2 BRI REE) G AR B
BEABGEZEDLFTE) 5268%
F+-A=+—H:Z)-

— =

RZT——F AEBH—TBETTERERITERE]
THREEBREY ZEHNAE—FHA=T
BAS YR -T—NE=F=+—HKIL K&
1% B 7E F F K 1.13% M @ IRT A F B - B
1% — & B &2 JTLIBORF 2 [m) A RF $R 77 UK BN FI 8. o
BHHNENR A EBEA-_T——FNA=F
H #2 A50,000,000E T —E——F LA -+ N\ H
#E 540,000000E T  —E—=F=H =+ /\H#&
A30,000000F L —E—=FNA=ZTHRBEZ
T—F=H=+—HA20,000000E T - A& E
EAERARITALLTER 5 B MTEREERITE R
BB A

ARBRZZE—NF XA+ NE ([3TR]) BT
T A4 4B 58 53,900,000,0008 7T ( EIREITHE —
BT ARBITTZER7942:TE 1A ARELD
3,097,380,0007T ) Z Al AR & % - ST 2 £0.5%
BHEFIAN XA B -BRIESLAEER Bt B8
B i EFERREERSERTE &5 2 FH
Ba-_Z—hAE A+NB ([FHB])  AQF
AR EEIRIR AR SR 2103.86%EME - ;2 EH 2
AR IR (B BF 385678 7T (7] THHEE) o A3E1T
H #%ZEBEF BEBNVITERSBAEARE
2,846,450,0007T * JHARIZAE R LB RIE AT iR 2 (B
FHZ MG RIS NI E R H S HEAARE
197,140,0007C B FF AR Rz 2 N » 1T AR(E
E PSR IE R R4 53,832,271,0008 7T 0 #E S B AE
EBERE—BE¥ERE-

BHE_T-MOFRA=1TH #SEITREESD
RIFAEBGEF AR BN AR -

BNEREEZERAERA A
Shenzhou International Group Holdings Limited

Cash and cash equivalents of the Group as at 30 June 2014 amounted
to RMB4,546,173,000 (31 December 2013: RMB2,609,050,000). The
balance of debt component of convertible bonds amounted to
RMB2,847,822,000 (31 December 2013: nil). Equity attributable to
equity holders of the Company amounted to RMB10,645,868,000 (31
December 2013: RMB10,316,264,000). The Group maintained a sound
cash flow position with a debt to equity ratio (total outstanding
borrowings (including the balance of debt component of convertible
bonds) as a percentage of the equity attributable to equity holders of
the Company) of 26.8% (31 December 2013: nil).

In 2011, the Group entered into an interest-rate swap contract with
a bank in connection with a US dollar loan. The contract became
effective on 30 April 2011 and was terminated on 31 March 2014,
under which, the Group shall pay interest to the relevant bank at
a fixed rate of 1.13% per annum in exchange for receipt of interest
calculated at one-month US dollar LIBOR from such bank. The
principle amounts for transaction agreed under the contract shall be
US$50,000,000 from 30 April 2011, US$40,000,000 from 28 September
2012, US$30,000,000 from 28 March 2013 and US$20,000,000 for the
period from 30 September 2013 to 31 March 2014. The Group entered
into this transaction with the relevant bank to lock in the finance cost
arising from its bank loan.

The Company issued convertible bonds in an aggregate principal
amount of HK$3,900,000,000 (equivalent to approximately
RMB3,097,380,000 if calculated at an exchange rate of
HKS1=RMB0.7942 on the Issue Date) on 18 June 2014 (the “Issue
Date"), bearing a coupon rate of 0.5% and payable semi-annually. The
maturity date of convertible bonds is on 18 June 2019 (the “Maturity
Date"), unless previously redeemed, converted, purchased, cancelled
or otherwise provided in the terms and conditions of the bonds.
The Company will redeem the convertible bonds at 103.86% of their
principal amounts on the Maturity Date. The initial conversion price
of the bonds is HK$38.56 per share (subject to adjustment). On the
Issue Date, the initial recognition amount of RMB2,846,450,000 for
the liability component of the bonds was calculated using a market
interest rate of 3.55% for a non-convertible bond of the same class.
Equity component amount of RMB197,140,000 was credited to the
reserves of shareholders’ equity. Net proceeds from the issue of those
bonds were approximately HK$3,832,271,000, which was intended to
be used for business expansion and for general corporate purposes.

As of 30 June 2014, no convertible bonds have been converted into
shares of the Company pursuant to the relevant terms.
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Finance costs and tax

For the six months ended 30 June 2014, finance costs dropped
from RMB5,611,000 for the six months ended 30 June 2013 to
RMB3,539,000, out of which the interest on convertible bonds
amounted to RMB2,805,000. It was mainly due to the decrease in the
Group's average balance of borrowings during the period.

The Group's income tax expense for the six months ended 30 June
2014 decreased to RMB202,445,000 from RMB260,435,000 for the six
months ended 30 June 2013, which was mainly due to the provision
for corporate income tax of Ningbo Dagian Knitwear Co,, Ltd. ( B )§
KT @4 AER 2 R]), awholly owned subsidiary of the Group, at
a preferential rate of 15% during the period and it was subject to a tax
rate of 25% during the same period last year as the tax preference is
yet to be approved. If calculated subject to a preferential rate of 15%,
income tax expense for the same period last year would decreased by
RMB42,779,000.

Pledge of the Group’s assets

As at 30 June 2014, the Group had no pledge of assets.

Use of proceeds from the placing of new shares of the company
Placing of new shares in April 2012

The Company completed the 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$1:RMB0.8109) after deducting
related share issue expenses. The intended use of the proceeds from
such placing of new shares and the actual use of related proceeds
during the period are set out as follows:

An amount of approximately RMB608,174,000 shall be used to
establish new textile production facilities in Mainland China
and to purchase and construct the relevant equipment and
plants. As of 30 June 2014, approximately RMB473,640,000 in
total had been used;

An amount of approximately RMB121,635,000 shall be used
to set up new garment production facilities and to purchase
the relevant production equipment. As of 30 June 2014, the
amount had been fully utilized;

RMBERR S EERAR R A
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An amount of approximately RMB81,090,000 shall be used
to expand the Group's retail network. As of 30 June 2014,
approximately RMB51,917,000 in total had been used; and

An amount of approximately RMB128,649,000 shall be used to
repay part of the Group's short-term bank loans. As of 30 June
2014, the amount had been fully utilized.

As at 30 June 2014, the remaining net proceeds equivalent to
RMB163,707,000 have been placed as bank deposits in Hong Kong
and Mainland China. For the details of such placing of new shares,
please refer to the announcements of the Company dated 16 April
2012 and 26 April 2012, respectively.

Placing of new shares in June 2013

The Company completed the placing of 69,000,000 new shares
on 28 June 2013 and raised net proceeds of approximately
HKS$1,527,464,000 (equivalent to approximately RMB1,216,625,000
based on the exchange rate of HK$1:RMB0.7965) after deducting
related share issue expenses. The intended use of the proceeds from
such placing of new shares is set out as follows:

The proceeds will be used to build and construct a production
facility for the manufacture of fabrics in Vietnam (“Vietnam
Project”) in phases, as to approximately HK$777,000,000 for the
building and construction of phase | of the Vietnam Project,
including long term leasehold land use right, construction of
buildings and staff quarters, construction of sewage system and
infrastructure, purchase of machinery and equipment, etc; and

the residual amount of approximately HK$750,464,000 will be

used to build and construct phase Il of the Vietnam Project and
as general working capital.
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As of 30 June 2014, approximately HK$631,860,000 of the
proceeds from such placing had been utilized and the balance of
approximately HK$895,604,000 was placed in bank as deposits in
Hong Kong and Mainland China. For the details of such placing of
new shares, please refer to the announcements of the Company
dated 18 June 2013 and 28 June 2013, respectively. For details of the
Vietnam Project, please refer to the announcement of the Company
dated 28 May 2013.

Issuance of convertible bonds in June 2014

The Company issued convertible bonds in an aggregate principal
amount of HK$3,900,000,000 (equivalent to approximately
RMB3,097,380,000 if calculated at an exchange rate of
HKS1=RMB0.7942 on the Issue Date) on 18 June 2014 (the “Issue
Date"), bearing a coupon rate of 0.5% and payable semi-annually. The
maturity date of convertible bonds is on 18 June 2019 (the “Maturity
Date"), unless previously redeemed, converted, purchased, cancelled
or otherwise provided in the terms and conditions of the bonds.
The Company will redeem the convertible bonds at 103.86% of their
principal amounts on the Maturity Date. The initial conversion price
of the bonds is HK$38.56 per share (subject to adjustment). On the
Issue Date, the initial recognition amount of RMB2,846,450,000 for
the liability component of the bonds was calculated using a market
interest rate of 3.55% for a non-convertible bond of the same class.
Equity component amount of RMB197,140,000 was credited to the
reserves of shareholders’ equity. Net proceeds from the issue of those
bonds were approximately HK$3,832,271,000, which was intended to
be used for business expansion and for general corporate purposes.

As of 30 June 2014, no convertible bonds have been converted into
shares of the Company pursuant to the relevant terms.

Exposure to foreign exchange

As the Group's sales were mainly settled in US dollar, while its
purchases were mainly settled in RMB, the Group's costs and
operating profit margin were affected by exchange rate fluctuations
to a 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 US dollar and RMB. The amounts to be
hedged depend on the Group's expected revenue, purchases and
capital expenditure in US dollar, as well as the market forecast of
fluctuations in the exchange rate of US dollars against RMB.
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To avoid the reduction in the value of future cash flows and the
volatility thereof arising from any exchange rate movement between
RMB and US dollar, the Group entered into forward contracts in
selling US dollar. As of 30 June 2014, the aggregate amount of
the outstanding US dollar forward contracts was approximately
US$500,000,000 (as at 31 December 2013: approximately
US$60,000,000). The expansion of the overseas production bases
of the Group will add to the cost expenditure in US dollar, and is
conducive to offsetting the volatility of the exchange rate between
RMB and US dollar. In addition, the Group will also consider the
arrangement of appropriate amount of loans in foreign currency
according to the bank interest rates and capital requirements.

Employment, training and development

As at 30 June 2014, the Group employed approximately 59,200
employees in total. Total staff costs, including management and
administrative staff, accounted for approximately 26.2% (for the six
months ended 30 June 2013: 25.0%) of the Group's sales during
the period. 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 six months ended 30 June 2014, the Group's total
investment in property, plant and equipment and prepaid land
lease payments amounted to approximately RMB430,781,000, of
which approximately 12% was used for the acquisition of production
equipment, approximately 80% 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.
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As at 30 June 2014, the Group had contracted capital commitments
of approximately RMB476,673,000 in connection with the acquisition
and construction of properties, plants and equipment, which will be
mainly financed by the net proceeds from the placing of new shares
and internal resources.

Significant Investments, Acquisitions and Disposals

The Company did not have any other significant investments,
acquisitions and disposals during the six months ended 30 June 2014.

Contingent liabilities

As at 30 June 2014, the Group did not have any material contingent
liabilities.

FUTURE PROSPECTS AND STRATEGIES

The cost competitiveness of the Chinese garment products in the
international market is now confronted with the ever rising labor
costs. Meanwhile, major garment importing countries have adopted
differentiated tariffs policies in the import sector for the garment
products made in China and other countries, which has placed the
Chinese garment manufacturing industry into a disadvantaged
competitive position in the international market. Since 2010,
the Chinese garment products’ market share in major garment-
importing countries has been a continuous downward trend and
there have been signs of accelerated downward movement. The
Chinese government has continuously toughened the environmental
requirements and law enforcement which has made some small and
medium-sized garment manufacturing enterprises start exiting this
industry, while it will continue to benefit enterprises with leading
environmental capacity in thus industrial integration,. The Group has
clear development policies to counteract the numerous development
difficulties faced by the garment industry.

In expanding the scale of its overseas production bases, building
and optimizing the vertically integrated production model overseas
to eventually reduce the adverse effect on the Group caused
by the ever-rising domestic labor costs, it can also meet the risk
management requirements for which international brand customers
decentralized their procurement sources. Currently, the project of
the first phase of the Group's fabric production bases in Vietnam is
running smoothly. Our jobs will focus on improving the production
efficiency and refining management standard after the overseas
production bases begin to operate. The new garment factory in
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Vietnam is also under preparation. Furthermore, apart from the
existing investments in Cambodia and Vietnam, the Group is
always keeping its eyes on appropriate other overseas investment
regions, and it will make arrangement, depending on the business
development, especially in those developing countries with lower
costs.

The Group will maintain the competitive edge of domestic
production bases through various innovative measures. The Group
will transform and renew part of its production lines in its domestic
production bases with the targets of achieving energy conservation,
high efficiency and stability. We will expand the application coverage
of automated equipment to improve work efficiency and thereby
reduce the adverse effects caused by the increasing labour costs.
We will establish enterprise innovation center and increase products
research investments to provide technical support for our global
production bases. We will further optimize industry chain to shorten
product delivery time and reduce the market risks for clients.

The Group will cooperate with Avery Dennison to establish a joint
venture to provide customers with embellishment transfer printing,
printing and knitting label, graphic labels and hangtags and
sustainable packaging services. It is believed that such cooperation
will promote the innovation in heat transfer printing to better service
leading global brands, thus strengthening the competitiveness of the
Group.

The huge demand for garment consumption in the global market is
the development foundation of this industry. To improve enterprises’
production efficiency and management standard through integrating
the resource advantages of different production bases to become the
world’s premium enterprise in this sector is the development vision
of the Group. The future strategy of the Group is to have a foothold
on the enterprise’s sustainable development to strive for satisfactory
investment returns for the shareholders.

EVENTS AFTER THE REPORTING PERIOD

Up to the date of this report, the Group has no significant event
subsequent to the six months ended 30 June 2014.

Interim Report 2014 iR
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Interim Consolidated Income Statement

HEZ

—MMENAB=Z+THIESNMEA  For the six months ended 30 June 2014

RIBEX
Unaudited
BEARNA=1THILAEA

For the six months ended 30 June

—EF-IF =F—=
2014 2013
B 5 ARMET T ARBFIT
Notes RMB’000 RMB'000
WA REVENUE 4 4,983,637 4,772,638
HERAR Cost of sales 5 (3,581,153) (3,397,615)
EH Gross profit 1,402,484 1,375,023
H WA Rz Other income and gains 6 248,719 227,399
HE R DA Selling and distribution costs 5 (101,156) (60,335)
THHEX Administrative expenses 5 (394,647) (346,009)
HmAZ Other expenses 7 (5,195) (9,070)
BhE A AR Finance costs 8 (3,539) (5611)
R B AT R A PROFIT BEFORE TAX 1,146,666 1,181,397
FriSfiF X Income tax expense 9 (202,445) (260,435)
B F) Profit for the period 944,221 920,962
l«)(T/\iﬁETET%é : Attributable to:
NEIEZ YN Owners of the parent 943,900 920,461
3|5T il M fE Non-controlling interests 321 501
944,221 920,962
BAREBERRESEA EARNINGS PER SHARE 10
EhaERER ATTRIBUTABLE
TO ORDINARY EQUITY
HOLDERS OF THE PARENT
—HRK - Basic AR¥0677T AR#E0697T
RMBO0.67 RMBO0.69
—#E - Diluted AR¥0.677T &R
RMBO0.67 N/A
FHEEAENNEAZEPHEASTIEIRERA  The notes on pages 29 to 47 form an integral part of these interim

BB
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Interim Consolidated Statement of Comprehensive Income

BE_T-—MFXA=+THLEXEAR

For the six months ended 30 June 2014

RSEX
Unaudited
BEZAB=1+HIEAEA

For the six months ended 30 June

—E-F —Zz—=
2014 2013
Bt 5 AR¥TF AREBFTT
Notes RMB’000 RMB'000
B FE Profit for the period 944,221 920,962
Hh2H K &= Other comprehensive income
REREE A Cash flow hedges:
HRNEEHHRTEQARE Effective portion of changes
BB o BHHD in fair value of hedging
instruments arising during
the period (16,017) 11,831
HNGEBRRER Reclassification adjustments
Wes v B D EAE for gains recognised in
consolidated income
statement 9,033 (8,990)
(6,984) 2,841
BMERIINEBER 5 Exchange differences on
translation of foreign
operations 20,468 (13,754)
HrHEMEEEE (BRBR) Other comprehensive
income for the period,
net of tax 13,484 (10,913)
HAZEHKRREEHE Total comprehensive income
for the period 957,705 910,049
AT AT Attributable to:
ISY/NEIE/Z SN Owners of the parent 957,384 909,548
FEIZEHI R 2 Non-controlling interests 321 501
957,705 910,049

FOEEVENNERAZETREAMBERERDN

HAERD ©

The notes on pages 29 to 47 form an integral part of these interim

consolidated financial statements.
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AR HRAR & BT IS AR L3R
Interim Consolidated Statement of Financial Position

RZT—HERA=+H Asat30June 2014

RS ER KBz
Unaudited Audited
—E-mF —F—=
~HAB=+H +=—A=+—H
30 June 31 December
2014 2013
B 5 ARMT T AR®EF T
Notes RMB’000 RMB'000
FRBEE NON-CURRENT ASSETS
Y- BB k& Property, plant and equipment 12 3,642,763 3,518,230
AN T E IR Prepaid land lease payments 12 789,678 696,871
BmLEE Intangible assets 12 100,891 101,909
RIEFRIBAEE Deferred tax assets 8,610 7,571
BIEREBEE Total non-current assets 4,541,942 4324581
RBEE CURRENT ASSETS
FE Inventories 13 2,539,530 2,424,899
YV Trade and bills receivables 14 1,647,847 1,374,991
TERHIE 'e Rk Prepayments, deposits and other
H fth & WK IE receivables 15 487,927 352,872
AHEHERE Available-for-sale investments 16 850,641 200,000
TESMTA Derivative financial instruments 19 = 3,456
e fFREEa=—#A 2 Bank deposits with initial term of
RITFER over three months 22,306 27425
HeE kRS EY Cash and cash equivalents 4,546,173 2,609,050
BmENEE Total current assets 10,094,424 6,992,693
RBAE CURRENT LIABILITIES
ERERRER Trade and bills payables 17 519,551 391,749
AR Advances from customers 8,575 14,095
Eh FE A 5RI8 R FEFT RUR Other payables and accruals 18 444,436 531,168
MTESRMIA Derivative financial instruments 19 5,180 -
P& BA B A = FIE Amounts due to related parties 23c 1,248 -
FERTHL R Tax payable 148,371 48,605
EREaE Total current liabilities 1,127,361 985,617
ERBEE NET CURRENT ASSETS 8,967,063 6,007,076
BREERRBAEE TOTAL ASSETS LESS CURRENT
LIABILITIES 13,509,005 10,331,657
Interim Report 2014 ¥R MBI B RR AR A A
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AR HRAR & BT IS AR L 3R
Interim Consolidated Statement of Financial Position

RZT—HERA=FH Asat30June 2014

RICER KR
Unaudited Audited
—F-mF —F—=
~AB=1+H +-—A=+—H
30 June 31 December
2014 2013
B 5 AR¥ET T ARET T
Notes RMB’000 RMB'000
RBEE NON-CURRENT LIABILITIES
AlR AR & Convertible bonds 20 2,847,822 -
BIETHER Total non-current liabilities 2,847,822 -
FEE Net assets 10,661,183 10,331,657
e EQUITY
BAREEABLESR Equity attributable to owners
of the parent
[N Share capital 142,105 142,105
1 Reserves 10,503,763 9,349,239
BUR R BRI B Proposed final dividend = 824,920
10,645,868 10,316,264
eI RS Non-controlling interests 15,315 15,393
RS Total equity 10,661,183 10,331,657

FEFAENMTAZETHEEYTBIMERD  The notes on pages 29 to 47 form an integral part of these interim
HRER R - consolidated financial statements.
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PHIR S R F Ex
Interim Consolidated Statement of Changes in Equity

HE-ZT—MFEA=1+HINEA Forthe six months ended 30 June 2014

RARAANER
Attributable to owners of the parent

EERR EX EERE U FEIE A

BA RAEEER UHEE NEE EDRE  BARE  RERF AHRE @t i 33 BiEs
Employee

Share Statutory  Exchange equity Proposed Non-
Share premium Hedging surplus fluctuation benefits Retained final controlling Total
capital account reserve reserve reserve reserve profits dividend Total interests equity

ARBTTL ARETL ARBTR ARBTT ARETL ARETR ARBTT ARETR ARETR ARETT ARETR
RMBOOO  RMBOOO  RMBOOO  RMB0OO  RMBOOO  RMBOOO  RMBOOO  RMBOOO  RMBOOD  RMBOOO  RMBOOD

BE-8-=F For the six months ended
RAZTHLEAER  30June 2013 (unaudited)
(REER)
RZE-=F Balance at1 January 2013
—R-ANEH 136,609 1,143,000 (2841) 982,023 (19.862) 48,191 5,045,395 754,855 8087370 34,764 8122134
BR2AkKGEE Total comprehensive income
for the period - - 2841 - (13,754) - 920461 - 909,548 501 910,049
ERESeEly New shares issued in the period 549 1211130 - - - - - - 1216626 - 1216626
SRR I Dividends paid to non-controlling
ERRE interests - - - - - - - - - (583) (83)
WEESEA S B Purchase of non-controlling
interests - - - - - - - - - (19711) (19711)
ER=F-=% Final 2012 dividend declared
RERS - - - - - - - (754855 (754859) - (754855)
RZE-=F Balance at 30 June 2013
~NA=TRMNER 142005 2354130 - 982,023 (33616) 48191 5,965,856 - 9458689 14,971 9473660
BRAAREAER
Attributable to owners of the parent
HEERB ES REERE Bk TRRES FER
B& RGBEER HAfE  ARE RBRE BARE REEN KBRS BEEIH @zt BE  AER
Employee Convertible
Share Statutory  Exchange equity Proposed bonds Non-
Share  premium  Hedging surplus  fluctuation  benefits  Retained final equity controlling Total
capital account reserve reserve reserve reserve profits  dividend component Total interests equity
ARETR ARBTR ARMTR ARMTR ARBTR ARMTR ARMTR ARMTR ARMTR ARMTR ARETR ARMTR
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
HE-Z-OF For the six months ended
AAZTRLEAER 30 June 2014 (unaudited)
(REER)
RZZ-MF Balance at 1 January 2014
—A-BMES 142,105 2,031,861 2592 1,052,009 (61,234) 48,191 6,275,820 824,920 - 10,316,264 15393 10,331,657
ElaEgaleet Total comprehensive income
for the period - - (6,984) - 20,468 - 943,900 - - 957,384 321 957,705
MERESERDH  Convertiole bonds
equity component - - - - - - - - 197,140 197,140 - 197,140
RFERHIRR RS Dividends paid to
non-controlling interests - - - - - - - - - - (399) (399)
SRZT-ZFRBRE Final 2013 dvidend declared - - - - - - - (824920) - (824920) - (824920)
RZZ-mEF Balance at 30 June 2014
NAZTANER 142,105 2,031,861 (4392) 1,052,009 (40,766) 48191 7,219,720 - 197,140 10,645,868 15315 10,661,183

FBEZ4/ENNFAZEPHEAMIEHRAEMN  The notes on pages 29 to 47 form an integral part of these interim
HERKEB1D © consolidated financial statements.
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Interim Consolidated Statement of Cash Flows
Bz_Z—NFEA=+HILEA

For the six months ended 30 June 2014

26

RECEX
Unaudited
BEZAB=1+HIEAEA

For the six months ended 30 June

—2-mHmF —F=
2014 2013
LE
Restated
ARET R ARBFIT
RMB’000 RMB'000
REXBHMBEERE CASH FLOWS FROM OPERATING
ACTIVITES
B 75 B A Profit before tax 1,146,666 1,181,397
FEE Adjustment for:
A& R Financial costs 3,539 5611
BB A Interest income (33,928) (16,126)
HEME  HE KEE Loss on disposal of items of property,
HE ZEE plant and equipment 124 4234
M BERXEEETE Depreciation of items of property,
plant and equipment 203,702 189,058
TEN T A & IR HE 5 Amortisation of prepaid land lease
payments 9,791 6,573
| E EHH Amortisation of intangible assets 3,890 3,640
1,333,784 1,374,387
FEEM Increase in inventories (114,631) (343,067)
JE U BR 30 e R R 42 AN Increase in trade and bills receivables (272,856) (64,253)
ENRIE -ZE Rk Increase in prepayments, deposits and
H b & WK IR 1S N other receivables (72,218) (141,791)
JE 1~ BR 3R e SRR I 0 Increase in trade and bills payables 127,802 48,826
TEUER SR R ),/ 150 (Decrease)/increase in advances from
customers (5,520) 3,356
HAth &< R IE &JE FTFER ) Decrease in other payables and accruals (95,910) (108,894)
EN RAEE A T Increase/(decrease) in amounts due to
#hn, ( 5@29\) related parties 1,248 (2,149)
KEZBRERS Cash generated from operations 901,699 766,415
EAFLE Interest paid (748) (5611)
BREBMER Hong Kong profits tax paid (6,884) (44,290)
BRI EMER PRC corporate income tax paid (95,795) (176,499)
KEXBEBREMEFE Net cash flows from operating activities 798,272 540,015

RMNBEREEZERBERAR

Shenzhou International Group Holdings Limited
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Interim Consolidated Statement of Cash Flows

HEZ
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For the six months ended 30 June 2014

RCEZ
Unaudited
BEAA=1THLAREA
For the six months ended 30 June
—E-IF —E—Z=F
2014 2013
KE
Restated
ARET R ARBFIT
RMB’000 RMB'000
REXBMBRERE CASH FLOWS FROM INVESTING
ACTIVITIES
2B Interest received 28,143 16,126
BEWE BEREHEHEE Purchases of items of property,
plant and equipment (374,940) (318,097)
HEWE  BEREE Proceeds from disposal of items of
JHB 2 TS RUA property, plant and equipment 216 616
TAEN A ERIE Payments of prepaid land lease payments (100,277) (34,268)
WEEHMmEEEE Purchases of other intangible assets (2,872) (1,514)
WEHEERE Purchases of available-for-sale investments (650,641) -
U B R M Acquisition of non-controlling interests = (19,311)
| ﬁ‘*ﬁ//\ﬁﬁ@ — @Az Decrease/(increase) in bank deposits with
RITFEZURL (&) initial term of over three months 5,119 (141,306)
KREFHARSREFE Net cash flows used in investing activities (1,095,252) (497,754)
MEZDFERERE CASH FLOWS FROM FINANCING
ACTIVITIES
BTN FTIS F08 Proceeds from issue of shares = 1,216,626
BITARRIEF TS KIE Proceeds from issue of convertible bonds 3,043,590 -
FERITER New bank loans = 477,960
BERIRTEXR Repayment of bank loans = (359,396)
BESTNSIE E PN 4 Dividends paid to owners of the parent (824,920) (754,855)
A FE 2R A 1 e 2 JL?HHQ g Dividends paid to non-controlling interests (359) -
BMEEBFAEREREFHE Net cash flows from financing activities 2,218,311 579,835
ReRBRELEEYWHEMFE  NETINCREASE IN CASH AND CASH
EQUIVALENTS 1,921,331 622,096
HUBReREZEYD Cash and cash equivalents at
the beginning of the period 2,609,050 2,144,405
[EREE) 2L HEE Effect of foreign exchange rate changes, net 15,792 (18,659)

Interim Report 2014 FRisReE
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Intenm Consolidated Statement of Cash Flows

HE-Z—WNFEAZ+HBLNEA For the six months ended 30 June 2014
RSB
Unaudited
BEANA=1THLA<EA
For the six months ended 30 June
—E-F —Eg—=
2014 2013
KEZ|
Restated
ARMT T ARBFIT
RMB’000 RMB'000
HMARERREEEY CASH AND CASH EQUIVALENTS AT
THE END OF THE PERIOD 4,546,173 2,747,842
ReRREZEYWHERDM  ANALYSIS OF BALANCE OF
CASH AND CASH EQUIVALENTS
& RIRITHEER Cash and bank balances 3,688,133 1,934,916
R R D = & A Non-pledged time deposits with original
B H 2 AR 4R TE BRI R maturity of less than three months when
acquired 858,040 812,926
AR ERRERER Cash and cash equivalents as stated in the
FiolcRe RREFEY statement of financial position and the
statement of cash flows 4,546,173 2,747,842

FBEEENN T AZETESABEMERLN  The notes on pages 29 to 47 form an integral part of these interim
AP EB1D © consolidated financial statements.
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Notes to the Interim Consolidated Financial Statements

HE-ZT—MFEA=1+HINEA Forthe six months ended 30 June 2014

—REHR

BEMBEREEZERBRAR ([KAAF]R
—EERFAARZtT=BERSHSEM
AL REREBR AT XM SEEMIEA
Cricket Square, Hutchins Drive, PO. Box 2681,
Grand Cayman KY1-1111, Cayman Islands

AR REMBAR (5 [ AEE]) X2
RERENHEHBREER -

B BEPIN ZEREEZTRREUE
BREOUARE (TAREDINE B A
BEORUEANEZABREREAOTL &
FER_FT-HFNA- T CHRETHE
RERABEEZT AWM B ®RE

MR ERE

BHE-_Z-HWFRA=THILEXERNZ
FREERTHGAVBBRRORERE
SR AE ([BRGTMAE])BHZE
AERTER(TEAGFTER])F345% [+
HIM B Rm | REBBARZAARQAE
FEMRAUMZEERERE - ZFEREEX
PG EMBHRR T EBREEFMBRRAA
BZ—NEREEE YREBRE_T—=
FT_A=1+—"RLEFENZ2FHHER
—HHE - BE_T—=FT_A=1t—H
LEFENZFERBRRIRIETE G
RERMZ BBV BHRELER ([FEHTE
R RE -

BETEHE

AR HIfR A B TS R PR 2 & AT BUR AR
SEREZBE _T—=F+_A=+—
BIEFREZEEVBEREARNE B0 K
E-T-NFEE¥FRTAUBRKRESKRA
EERATIHAHBREFEFTBRRER=-F
—E—HA—BRAZHETER RRESN -

Interim Report 2014 FRisReE

GENERAL 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,
PO. Box 2681, Grand Cayman KY1-1111, Cayman Islands.

The Company and its subsidiaries (collectively referred to as the
“Group”) are principally engaged in the manufacture and sale of
knitwear products.

These unaudited interim consolidated financial statements are
presented in Renminbi (‘RMB”) and all values are rounded to
the nearest thousand, except when otherwise stated. These
unaudited interim consolidated financial statements have been
approved for issue by the Board on 27 August 2014.

BASIS OF PREPARATION

These unaudited interim consolidated financial statements
for the six months ended 30 June 2014 have been prepared
in accordance with Hong Kong Accounting Standard ("HKAS")
34, “Interim Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA") and
the disclosure requirements of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited.
The unaudited interim consolidated financial statements do
not include all the information and disclosures required in the
annual financial statements, and should be read in conjunction
with the annual financial statements for the year ended 31
December 2013, which have been prepared in accordance with
Hong Kong Financial Reporting Standards (‘HKFRS") issued by
the HKICPA.

ACCOUNTING POLICIES

The accounting policies adopted in the preparation of the
interim consolidated financial statements are consistent
with those followed in the preparation of the Group'’s annual
financial statements for the year ended 31 December 2013,
except for the adoption of the accounting policy for convertible
bonds after issuing convertible bonds in first half year 2014 and
the adoption of the new standards and interpretations as of 1
January 2014, noted below.

RN SEEZERAERR A
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HE-Z—WNFEAZ+HBLNEA For the six months ended 30 June 2014

3. BitBE#®)
CEYL
HEEERAAEEE B
AR RIER  BESH 2D

Mt E -RZRATIREBEAERBERER
= A Hﬂﬁﬁﬁf\lﬂéu\ﬁéﬁﬁw

EREAENESS

FEBFRMZHER  BRERETAE

BEMBRE %%Eﬂ% W& AR
/105 105% ~ F &I

BERUB®RE %ﬁﬂ%m%&

ERF 125K R BAEGERIFEH
BEGHER (&R
E275% —~REFEZIER]
(&1E7T)
ERTA
FAGR LR  FEGFERIF2R
FVREITAR B TA:Z£5)
— T M EE M
LAREZIEE]
BEGHER BB GFERE36I
FIWERTA  BERE-RKEHF
= EEEZ AT E
EHEZNER]

FEEMEN AAEE
FIFERTA HTA:ERR

FE-ITAETAZ
HEEERE B

CIFEIEE]
B (BB 53R & 5
ERELZEE)
—B2EE%
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ACCOUNTING POLICIES (continued)

Convertible bonds

The component of convertible bonds that exhibits
characteristics of a liability is recognised as a liability in the
statement of financial position, net of transaction costs. On
issuance of convertible bonds, the fair value of the liability
component is determined using a market rate for an equivalent
non-convertible bond; and this amount is carried as a long
term liability on the amortised cost basis until extinguished
on conversion or redemption. The remainder of the proceeds
is allocated to the conversion option that is recognised and
included in shareholders’ equity, net of transaction costs. The
carrying amount of the conversion option is not remeasured in
subsequent years. Transaction costs are apportioned between
the liability and equity components of the convertible bonds
based on the allocation of proceeds to the liability and equity
components when the instruments are first recognised.

New standards, interpretations and amendments adopted
by the Group

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

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

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

Amendments to HKAS 36
Impairment of Assets
— Recoverable Amount
Disclosures for Non-Financial
Assets

Amendments to HKAS 39 Financial
Instruments: Recognition and
Measurement — Novation of
Derivatives and Continuation of
Hedge Accounting

HK(IFRIC)-Int 21 Levies

HKAS 36 Amendments

HKAS 39 Amendments

The adoption of these revised HKFRSs has had no significant
financial effect on the interim consolidated financial
statements.
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Notes to the Interim Consolidated Financial Statements

HE-Z—WFEXA=ZFTALNMEA Forthe six months ended 30 June 2014
4. SHEH 4. SEGMENT INFORMATION
RABER AEEZAEEMERRSEEISD A For management purposes, the Group is organized into
TREBEL EFRE-—EEHREED business units based on their products and services and there
B %L&fﬁ%f‘l’@ﬁ&%%ﬁ BIRELAE is one reportable operating segment: the manufacture and sale
XBETR - EEMEBLEEE UER of knitwear products. Management monitors the operating
EERDBERTERIER - results of its business units as a whole for the purpose of
making decisions about resources allocation and performance
assessment.
i EE R Geographical information
(a) HBEYXHHE 7 2IEEF KA (a) Revenue from external customers by location of
goods delivery
BEXA=THLXEAR
For the six months ended 30 June
—E—0OF —EF—=
2014 2013
AR®T ARBETF T
RMB’000 RMB'000
AR Japan 1,406,301 1,604,101
B A Mainland China 1,145,432 932,750
[Egiz] European Union 875,797 812,359
g United States of America 460,239 388,000
H B Other countries 1,095,868 1,035,428
4,983,637 4,772,638
Interim Report 2014 ¥R MBI B RR AR A A
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Notes to the Interim Consolidated Financial Statements

BE_T-—MFXA=+HLEXEAR

For the six months ended 30 June 2014

4, DEERE (&)
HEER (F)

(b) HHEEE

SEGMENT INFORMATION (continued)

Geographical information (continued)

(b) Non-current assets

—E-mF —E—=F

~B=+H +=-—HA=+—H

30 June 31 December

2014 2013

ARET R ARBFTT

RMB’000 RMB'000

R A Mainland China 3,971,712 3,969,826
=] Vietnam 447,098 225,293
RIERE Cambodia 107,355 114,522
EAMBER Other countries 7,167 7,369
4,533,332 4317,010

ERBSERERBZIRBDEEER
DEEEMEME D A TEESRE
TAMELEHAEE-

FTEFEFZEHR

KELTEZEPZBA EAKEKA

The non-current asset information of continuing
operations above is based on the locations of the assets
and excludes financial instrument and deferred tax assets.

Information about major customers

Revenue from major customers which accounts for 10% or

10%3K A I - more of the Group's revenue are as follows:
BEXA=THILAXEA
For the six months ended 30 June

—F-MmF —T=F
2014 2013
AR¥T T AREEFTT
RMB’000 RMB'000
EFEHR Customer A 1,117,284 866,332
BEZ Customer B 1,083,491 1,064,576
PR Customer C 974,055 1,202,667
2ET Customer D 576,021 542,015
®EIX Customer E 471,469 471,500
4,222,320 4,147,090

RMNBEREEZERBERAR
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For the six months ended 30 June 2014

BEEIENER

BIRHE KA - IHE R SR AMIT

ZRERDMMT :

5. EXPENSES BY NATURE

1243

Expenses included in cost of sales, selling and distribution costs

and administrative expenses are analysed as follows:

BEAA=ZTHLEXREAR

For the six months ended 30 June

—E-MEF —E—=fF
2014 2013
ARMT T ARETTT
RMB’000 RMB'000
EBERAMX Employee benefit expenses
TERF® Wages and salaries 1,191,631 1,104,977
R ARAE F R Retirement benefit contributions 63,168 53,221
H 18 7 Other benefits 50,806 36,747
1,305,605 1,194,945
WE #HHEMRBERX Depreciation, amortisation and
impairment expenses 212,906 199,271
SR REAERBNEEESE  Changes in inventories of finished
goods and work in progress (122,639) (411,369)
Fr R R R 2 OH #E Raw materials and consumables utilized 2,140,207 2,332,989
INEESE3 Utilities expenses 258,265 255,768
YEKETERY Operating lease expenses for properties 36,369 29,923
7%= Taxes 28,990 24,718
HNE Outsourcing 27,797 42,103
EERX Transportation expenses 27,608 24,553
PWAERT Office expenses 23,199 16,220
R Donation 16,322 16,318
TS Entertainment expenses 9,649 9,770
e Commission 8,448 9,869
EIRE Traveling expenses 5,350 4,142
R & Inspection fees 5,063 3,213
E i Other expenses 93,817 51,526
BIHERA HER Total cost of sales, selling and
SR ARMITER R &2 distribution costs and
administrative expenses 4,076,956 3,803,959
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6. Htlg AR K&

6. OTHER INCOME AND GAINS

BEANA=THLAEA

For the six months ended 30 June

—E-mEF —E—=F
2014 2013
ARET T AR®EF T
RMB’000 RMB'000
Hal A Other income
5T 42 B Government incentives 199,223 221,021
HRITHBUWA Bank interest income 33,928 16,126
He A Rental income 10,579 8,911
243,730 246,058
U 3 Gains
MRz (E518) 55 Exchanges gains/(loss), net 4,989 (18,659)
248,719 227,399

7. HMeRX

7. OTHER EXPENSES

BEANA=THLAEA

For the six months ended 30 June

—E-mF —E-=%
2014 2013
AR¥T ARBEFIT
RMB’000 RMB'000

HEWE BER Loss on disposal of items of property,
REEB 2 KB plant and equipment 124 4234
HEKA Rental cost 5,071 4836
5,195 9,070

BNEREEZERAERA A
Shenzhou International Group Holdings Limited
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HE-ZT—MFEA=1+HINEA Forthe six months ended 30 June 2014

8. BIERA 8. FINANCE COSTS

BEANA=THLAEA

For the six months ended 30 June

—E—-MF —E—=F
2014 2013
ARMT T AR®EF T
RMB’000 RMB' 000
HARAFRNBHREEZ Interest on bank loans, overdrafts and
RITER - BIZR other loans wholly repayable
HmE 2 F & within five years 734 5611
AMRES 2 F B Interest on convertible bonds 2,805 -
3,539 5611
9. FEM 9. INCOME TAX
HE-_ZT—MOER_FT—=F-A=+H The major components of income tax expenses for the six
EANEAZHEBHASIETERS B months ended 30 June 2014 and 2013 are:
For the six months ended 30 June
BEAA=THILEAEA
2014 2013
—E—-MF —E—=F
RMB’000 RMB' 000
ARMT T AR®EF T
BB EHBRNER Current Hong Kong profits tax 11,059 16,710
FREARE - B B EFTSHL Current Mainland China corporate
([EmMBR]) income tax ("CIT") 190,773 243,207
EERIE Deferred taxation 613 518
202,445 260,435
Interim Report 2014 ¥R MBI B RR AR A A
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HE-Z—WNFEAZ+HBLNEA For the six months ended 30 June 2014
9. FEH (&) INCOME TAX (continued)

RN E

RIEFSHEEHRBEERE (—NANFERT
R)EBNG AAREERERESBESR

TR ASHESWEEMEARRF L
IR R FEBFETEFE SR A i = kg A
R - AR ARFREBLEEL  WER
BEBEEZHFTERTABEAZI65% (H
EZE—=—FRA=FTHLARER 165%)
ZIREGNBEBRIEE -

Fﬁ%f’gﬁﬁ%(fﬁgﬁﬁﬁ%ﬂ?ﬂﬁﬁi
Y ZWB AR BASMIERH  REAZSE
N EENGI) A EE#%%I%%%%%(A
BafMimzE=ER) TEREBEXHSET
ERER A REBELBEEFMAL
ZHBRRIXFREBR AR ([KZFE]) -
AEEREERRAA - BEFEEEBRA
A BEEBVLAERRARRENER ARG
BAMB - BINKERBE BN EMEREE
ﬁ% WERBEBEA 2 BT ERB AN B AR

65% (BEZE-—ZT—=FA=+HI1L~E
ﬁ 116.5% ) 2 B RS EAFEH

RRBEREREIMRILIZ2EWNBE AR SR
M () BERAA ([HlREER]) kX
TH# (RBF)BRQA ([KTREE])
RIFHFEIL20% M RGMAFHR - LR E
O ) R R JE R S UM P S A o BN SRR
MR T RIF I H A 8 &SR AE -

REAEMK I Z2EMBRARIRMNESE
RAR KF(BEB)REARAAI RS E
(BAB)BRRFIARI6SH (BHE_T—=
E/\ﬂ*‘f’aﬂi/\{.ﬂ 16.5% ) LR H
BEEZ AT RERBABHAFEH -

[ S W R IR A R

Shenzhou International Group Holdings Limited

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 of the Cayman
Islands that no law 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% (for the six months ended 30 June
2013: 16.5%) on the estimated assessable profits arising in Hong
Kong.

The subsidiaries incorporated in the British Virgin Islands (“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
Group Co,, Ltd, Maxwin (B.V.l) Limited and Gain Lucky Limited,
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 the rate of
16.5% (for the six months ended 30 June 2013: 16.5%) on the
estimated assessable profit arising in Hong Kong.

Shenzhou (Cambodia) Co., Ltd. (“Shenzhou Cambodia”) and
Dagian Textile (Cambodia) Co., Ltd (“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 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 period.

Shenzhou Trading Company Limited, Top Always (Hong Kong)
Investments Limited and Maxwin (Hong Kong) Limited, wholly-
owned subsidiaries incorporated in Hong Kong, are subject to
profits tax at a rate of 16.5% (for the six months ended 30 June
2013: 16.5%) on the estimated assessable profits arising in Hong
Kong.

Interim Report 2014 iR
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HE-ZT—MFEA=1+HINEA Forthe six months ended 30 June 2014

FEH &)

REAEMKRLz2EMBE AR RMNBAR
g ([HMNA AR REREERL
BB E300F 0 B ANE L Z BRI B
ANTRIE - B EI ER N A AR Y B AR E &
ERERBAE - M Eh B AT S AR
B

R E M 2 2 & M8 A FGain Lucky
(Viet Nam) Limited & 22% 88 A FT1S 5% o Lt oh
Gain Lucky (Viet Nam) Limited & R {E % 7|
FERRREBNTER URE=ZFEZEX
FIRBUR T 10%48 A FT 15 B4 o B U 18 B A7
HEERAEMNFERESEK T BFTHEMNEF
(AR EHBLE) fBE -

RIBRFIEBEOES  RORFEMKZZ2E
MEBARBESE ORPIFAERE) AR
DR ER R BRI FE

RiPEARKMBEEEABBOL ([FE
EMBHE]D) SHEMBRRRBARNRK
¥ ETUA B Z R ABIZ25%
2R -

R-T—=F RPBEKEEMKLZE2E
MBARERATHERAERAR (KT
M) BEEBERERNTNTIE 2SR
Rl RKTHBERNR_Z—=F—A
—BEF=FFAMEREETRI15% -

Interim Report 2014 FRisReE

INCOME TAX (continued)

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 period.

Gain Lucky (Viet Nam) Limited, a wholly-owned subsidiary
incorporated in Vietnam, is subject to income tax at a rate of
22%. Besides, Gain Lucky (Viet Nam) Limited is entitled to be
exempted from income tax for the first two profit-making years
and subject to a lower tax rate of 10% from the third year to
the sixth year. The period of tax privilege will start from the
earlier of first profit-making year and the fourth year since its
establishment.

Buddies (Macao Commercial Offshore) limited, a wholly-
owned subsidiary incorporated in Macao, 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 period as determined
in accordance with the New CIT Law is subject to a tax rate of
25%.

During 2013, Ningbo Dagian knitwear Co., Ltd. (“Dagian
Knitting"), a wholly owned subsidiary incorporated in mainland
China, was qualified as a High-New Technology Enterprise
of Zhejiang Province. As a result, Dagian Knitting had been
entitled to a concessionary rate of income tax at 15% for three
years commencing 1 January 2013.

RMNERSEEZERAERR A
Shenzhou International Group Holdings Limited

37




M1 HA

iR A B 5 R T ot

Notes to the Interim Consolidated Financial Statements

HE-Z—WFEXA=ZFTHLANMEA Forthe six months ended 30 June 2014
10. BAREERKEFEAREILSE 10. EARNINGS PER SHARE ATTRIBUTABLE
fix 2 %l TO ORDINARY EQUITY HOLDERS OF THE
PARENT
(a) EX (a) Basic
HAS AR EBERREREARLE The calculation of earnings per share attributable to
f& B F TR BB A B AR S B A EIL ordinary equity holders of the parent for the period is
ERE FE 4 A R #943,900,0007T (# based on the consolidated profit attributable to equity
BT —=FRA=THILEAREA: holders of the parent of approximately RMB943,900,000
AR #920,461,0007T) A R B 8 1TE (for six months ended 30 June 2013: RMB920,461,000)
B A% B N #E 35 01,399,000,0000% (& and on the weighted average number of 1,399,000,000
EZE—=FRA=THILEXNEA: (for six months ended 30 June 2013: 1,331,144,000)
1,331,144,0000% ) 5T & © ordinary shares in issue.
(b) #8 (b) Diluted
tﬂxﬁﬁ/ﬁqﬂl RRER P A FIEEE R B TE Diluted earnings per share is calculated by adjusting
AR A g *ET%E??TT%@% the weighted average number of ordinary shares
EI'J MEFHREAE - KRAFBE—F outstanding to assume conversion of all dilutive potential
AT )BT ﬁﬂx- AHREZ - 0 ordinary shares. The Company has one category of
T—MNFEARA=TH KAFWA dilutive potential ordinary shares: convertible bonds. The
Tﬁ‘ﬂﬂﬁ FHEBRKETEEETE- Company's convertible bonds have no dilutive effect on
the earnings per share as at 30 June 2014.
1. BE 1. DIVIDEND
BEEFENR_E—NEFNAZ-TLHA Pursuant to a resolution passed by the Board on 27 August
iR —TERERER i%l?@- IRBEBE 2014, the directors did not recommend the payment of an

TOEXA=ZTHIEANEARNFERRE - interim dividend for the six months ended 30 June 2014.

Interim Report 2014 AR
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HE-ZT—MFEA=+HINEA Forthe six months ended 30 June 2014

12. EXBX 12. CAPITAL EXPENDITURES
NE- - BER Eit L
R HERE Rk B4
Property, Prepaid
plant and land lease Water
equipment payments use right Software
ARETT AREFT ARETTT ARETT
RMB'000 RMB'000 RMB'000 RMB'000
BE-Z2—=F For the six months ended
AA=tHILEAEA 30 June 2013
RZZE—=F—H—H Opening net book amount
ZERE SR at 1 January 2013 3,314,100 539,275 99,348 5636
NE Additions 292,763 34,268 - 1514
HE Disposals 4,770) - - -
e/ #H Depreciation/amortisation (189,058) 6,573) (3,225) 415)
bE 5 =5 Exchange differences (1,140) - - -
RZE—=%F Closing net book amount
NA=tHZ at 30 June 2013
HIRARTE 88 3,411,895 566,970 96,213 6,735
BE-Z—NfF For the six months ended
AEB=THIEXEAR 30 June 2014
MNZZ—WF—F—H Opening net book amount
Z EAVIBRTE SRR at 1 January 2014 3,518,230 696,871 92,988 8,921
NE Additions 327,632 100,277 - 2,872
HE Disposals (341) = = =
WE /i Depreciation/amortisation (203,702) (9,791) (3,225) (665)
PE N ER Exchange differences 944 2,321 - =
RZZE—MF 75 A =7 B osing net book amount
ZEREREEE at 30 June 2014 3,642,763 789,678 89,763 11,128

Interim Report 2014 ¥R MBI B RR AR A A 3 9
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HE-Z—WNFEAZ+HBLNEA For the six months ended 30 June 2014

13. &8 13. INVENTORIES
—EF-mF —ZF—=
AB=t+H +=—A=+—8
30 June 31 December
2014 2013
AR¥ET T ARBFIT
RMB’000 RMB'000
R Raw materials 252,946 260,954
v Work in progress 1,311,431 1,289,150
BUAK Finished goods 975,153 874,795
2,539,530 2,424,899
14. ERERREE 14. TRADE AND BILLS RECEIVABLES
AEBREFZEFAREIEUEFEEEN The Group's trading terms with its customers are mainly on
EITEEEN T ANEAURN -BREERE credit with credit terms of within six months. Overdue balances
2 et s R AR o RUER R R R IR are reviewed regularly by senior management. The ageing
HEREC DITIAT - analysis of trade and bills receivables is as follows:
—E—NF —E—=F
ANA=+H +=-—A=+—8
30 June 31 December
2014 2013
ARMT T AR®EF T
RMB’000 RMB'000
=BAR Within 3 months 1,457,101 1,341,794
=MEAE Over 3 months 190,746 33,197
1,647,847 1,374,991
FEWEREEENEREREEE A AERS - The carrying amounts of trade and bills receivables

approximate to their fair values.

40 MBI S B R AR A A Interim Report 2014 AR
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Notes to the Interim Consolidated Financial Statements

BE_T-MFXA=+HLXEA

For the six months ended 30 June 2014

15. ANFE REREMEWRTIE 15.

PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

—E—0F —ZE—=
~A=1+H +=-—A=+—H
30 June 31 December
2014 2013
ARET AR®EFTT
RMB’000 RMB'000

ENRIERES Prepayments and deposits
—BERMA — Purchase of raw materials 91,655 56,898
—BEWE -KER — Purchase of items of property,

R 2IEE plant and equipment 85,987 23,025
—ENEeRES — Prepaid rental and deposits 94,091 111,221
—H - Others 26,100 2,456

JEUR 2 AT YR B 3B E R R F VAT refund receivable and recoverable 114,989 100,055
H fth & W kA Other receivables 75,105 59,217
487,927 352,872
16. AJHERE 16. AVAILABLE-FOR-SALE INVESTMENTS
—E-mF —E-=F
ANB=+H +=—A=+—H
30 June 31 December
2014 2013
ARET ARBFIT
RMB’000 RMB'000
HeRMEEEITY Financial products issued
& RUE W by financial institution 850,641 200,000

RN_E—NFENA=Z+H EFTEEEAA
R ¥850,641,0007T B & B 2= da JH 3% A AN R
BAR - ZESERARE L ANE LR T
B REFHIR—FHERFREFERES
#585% - IRIBEMABESOEI  ZESRE
R B BR H LA ANEEAR « RE BTN
HAHEZESMER-

Interim Report 2014 AR

As at 30 June 2014, certain financial products with a carrying
amount of RMB850,641,000 were stated at cost less impairment.
The Directors are of the opinion that their fair value cannot be
measured reliably. The financial products have terms of less
than one year and have expected annual rates of return up to
5.85%. Pursuant to the underlying contracts or notices, these
financial products are guaranteed by capital upon the maturity
date. The Group does not intend to dispose of them in the near
future.

RN SEEZERAERR A
Shenzhou International Group Holdings Limited
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Bz_Z—NFEA=+HILEA

13

For the six months ended 30 June 2014

7. ERERARERE 17. TRADE AND BILLS PAYABLES

42

REER BNEXRREEZER ST An aged analysis of trade and bills payables as at the balance
N sheet date, is as follows:
—F-NmE —T=F
~B=+H +=-—A=+—H
30 June 31 December
2014 2013
AR®T AREFTT
RMB’000 RMB'000
NEAR Within 6 months 490,566 377,273
NEAE—F 6 months to 1 year 16,743 5,136
—FE_F Tyear to 2 years 3,179 943
—HFPE over 2 years 9,063 8,397
519,551 391,749
18. H th FE Y FOIE ) FE&T RUOIE 18. OTHER PAYABLES AND ACCRUALS
—Z2-mF -F—=
ANA=t+H +ZHA=+—8
30 June 31 December
2014 2013
AR¥T ARBEF T
RMB’000 RMB'000
FERTBSZ Accrued expenses 110,322 200,635
FA 7K HE FE A 3T Payable for water use right 76,000 76,000
BEME- F}%& &2 Payables for purchase of property,
&S 5R8 plant and equipment 30,198 19,648
BHRETIRZRES Guarantee deposits related to
construction projects 9,883 9,770
BEFPEMNNE Advance from customers 96,960 109,313
Eoh FE AT BB Other taxes payable 55,078 61,864
FERTIEIE B fe e 2 IR Dividends payable to non-controlling
interests 587 587
H b fE < 518 Other payables 65,408 53,351
444,436 531,168

Hi BN HRALEFRAZEEERAR

RERE

BNERSEEZERAERRA A
Shenzhou International Group Holdings Limited

- H BN FKIATE B e

The carrying amounts of other payables and accruals

approximate to their fair values. Other payables are non-

interest-bearing.
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HE-ZT—MFEA=+HINEA Forthe six months ended 30 June 2014

19. fTESMITA

19. DERIVATIVE FINANCIAL INSTRUMENTS

—E-mEXA=TA —E-=ft+ZA=t—H

30 June 2014 31 December 2013
¥E &fE BE BfE
Assets Liabilities Assets Liabilities
ARBTRT AR®TR ARETT AR%T:R
RMB’000 RMB’000 RMB'000 RMB'000
EHEEEN Forward currency contracts - 5,180 3456 -

EHREEANZREEREARERSE-

BEHENSHN-REREHH

RIZB—MERA=+H AEEFEET
EHEEAK HERFRRBRAEINE
FPHEZHMRE-

AEECREMARHENHEREYE
BeHzFE AEECSTHR T —NFE
M—Z-RFERBRHMBERHEEZHAS
MEHN BB THAER-

R-ZE—MFENA=+H AEEZHHARF
B INEE A 49 5 #9500,000,0003 7T © BIEF B N

FrEAZE12EAR -

Interim Report 2014 AR

The carrying amounts of forward currency contracts
approximate to their fair values.

Forward currency contracts — cash flow hedges

As at 30 June 2014, the Group held certain forward currency
contracts designated as hedges in respect of expected future
sales to overseas customers.

The annual value of the forward currency contracts have been
negotiated to match the terms of the expected future sales. The
cash flow hedges relating to expected future sales in the year
2014 and 2015 were assessed to be highly effective.

As at 30 June 2014, the Group had outstanding foreign
currency contracts of approximately US$500,000,000 with
maturity periods ranging from 1 month to 12 months.

RMBERR S EERAR R A
Shenzhou International Group Holdings Limited
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HE-Z—WFEXA=ZFTHLAMEA  Forthe six months ended 30 June 2014
20. AR ES 20. CONVERTIBLE BONDS
—E-mF —_E—=
~NAE=+H +=—A=+—H
30 June 31 December
2014 2013
AR®T AR®ETF T
RMB’000 RMB'000
—Z2—mEANA+NHB Face value of convertible bonds issued
BITAHBRESEE on 18 June 2014 3,097,380 -
BITEA Issuing expenses (53,790) -
b Equity component (197,140) -
—E-MNERATNAB Liability component on initial
RGN ESL Y recognition on 18 June 2014 2,846,450 -
ExgETE Effect of exchange rate changes (1,433) -
/\a‘l'raﬁﬁﬂi$ Accumulated finance costs 2,805 -
aEHy Liability component 2,847,822 -
RZEBE-—MEFEXRATNAB KRB A F On 18 June 2014, the Company issued convertible bonds
BREFRARF L BER3856HE T (AT which will be due on 18 June 2019 (the “maturity date”), in
) B 17 7N & 48%83,900,000,00078 T = the aggregate principal amount of HK$3,900,000,000 with an
T—NFEXNATNAE ([REA])EIEHZA] initial conversion price of HK$38.56 (subject to adjustment) per
BARES  EEMERS% BRIFEZAIDE ordinary share of the Company, coupon rate is 0.5%. Unless
b -4 BENEHE TAZEEFHR previously redeemed, converted, purchased or cancelled, these
B HA B R A £ 8H 2 103.86% & [E] © bonds will be redeemed at 103.86% of their principal amount
on the maturity date.
BEBMREZERBH 2 AABERES The fair values of the liability component and the equity
BITRET - conversion component were determined upon the issuance of
the convertible bonds.
BEDMZANE DIRERERBTRA R The fair value of the liability component was calculated using a
HX &S 2 T 5 F E355%H - srEER K market interest rate of 3.55% for an equivalent non-convertible
EmERE N EBE FTARREST M bond. The residual amount, representing the value of equity
BR e conversion component, is included in reserves in shareholders’
equity.
RZE—WFEASA=Z ‘1‘5 AR ESAR The fair value of the convertible bonds approximated its
HEEEAABERED carrying amounts as at 30 June 2014.
RZE—NFSA=1TH HBEEHFFAA As at 30 June 2014, no bond holders have converted their
BEBEFERAARNAZ LB - bonds into ordinary shares of the Company.
MBI S B R AR A A Interim Report 2014 iSRS
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HE-ZT—MFEA=1+HINEA Forthe six months ended 30 June 2014

21. A&E 21. COMMITMENTS
(a) EXRFEIE (a) Capital commitments
—E—NmF —F—=
~B=+H +=-—A=+—H
30 June 31 December
2014 2013
AR®ET R AREFT
RMB’000 RMB'000
BRI B R B - Contracted but not provided for:
—BEEMNLHA — Acquisition of prepaid land lease
EFIEN R payments and property,
W BE & plant and equipment
K 219,639 92,134
— MY E - — Construction of property,
R 5= N 5% A5 plant and equipment 257,034 266,382
476,673 359,016
(b) REBEHIEEHN (b) Outstanding forward foreign exchange contracts

RZE—NFAAZ+H AEEEF
EAFRRINESY AMIEAE
REAARN(ZE—=F+=ZA=+—
B 1@ A A ) £ £500,000,000% 7T (=
T—=F+=-H=+—H 60,000,000
E70) ARER A A R ¥53,126,346,0007T
“E-=F+-A=+—H HAE
#365,820,0007T) ©

22. FAREE

KEBR -_Z—NUEA=-FTHITESEKY
REE(ZE—=FF+_A=+—H: &) -

As at 30 June 2014, the Group had commitments
in respect of outstanding forward foreign exchange
contracts to sell US$500,000,000 (31 December 2013:
US$60,000,000) for approximately RMB3,126,346,000
(31 December 2013: approximately RMB365,820,000)
within periods ranging from 1 month to 12 months (31
December 2013: within one month).

22. CONTINGENT LIABILITIES

The Group did not have significant contingent liabilities as at 30
June 2014 (31 December 2013: Nil).

Interim Report 2014 AR
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HE-Z—WFEXA=ZFTHLAMEA  Forthe six months ended 30 June 2014
23. BBALIRS 23. RELATED PARTY TRANSACTIONS
(a) EHEBALZFERS (@) Continuing transactions with related parties

AEEHE-_T-—MFR_ZT—=F The Group had the following continuing significant
NAZTHIESNEAEELEE AL transactions with its related parties, including directors
(PREFRABEAARBAERR and their associates and companies controlled by the
RES 2 ARDETTIFEEAR controlling shareholder, for six months ended 30 June
2 2014 and 2013

BEAA=THLEAREAR

For the six months ended 30 June

—EB-mF —E—=%
2014 2013
AR®T T ARBEF T
RMB’000 RMB'000
MEREMNEZEABRARF Lease of property, plant and equipment
([EMNEZE]) > from Ningbo Shenzhou Properties
MEWZE BERZE Company Limited (“Shenzhou
Properties”)* 4,926 3,631
B BN 3 E A Provision of processing services from
AR AR] Ningbo Shenzhou
(Bt )« Shitong Knitwear Co. Ltd.
RN T ARTS (“Shenzhou Shitong”)* 7,341 7,015
MAAREERSRE M Purchase of packaging materials from
AR AT] Shaoxing County
([ZERBESHAA])*  Huaxi Packaging Materials Company
HER R Limited
("Huaxi Packaging Company”)** 20,378 20,944
* MNBEERBEMEBAARATEF * Shenzhou Properties and Shenzhou Shitong are
—RITE R controlled by one of the Company's executive directors.
o EEREEQAFIRAAATHEF—F *  Huaxi Packaging Company is controlled by the relatives
WMITES BT of one of the Company's executive directors.
MEABMAT 2RBRIEEDREEHA The purchases and lease from the related parties were
RAAMETZEFPRHEZAFERR made according to the published prices and conditions
R FRHEST o offered by the related companies to their major
customers.
MBI S B R AR A A Interim Report 2014 iR
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HE-ZT—MFEA=1+HINEA Forthe six months ended 30 June 2014

23. BEBALRF (&) 23. RELATED PARTY TRANSACTIONS (continued)
(b) EBEBIEEALTZHMRS (b) Other transactions with related parties
REB v ETRHEEZEUARITESE Certain credit facilities of the Group are guaranteed
#ll 2 BT R EEHER - by the certain companies controlled by the executive
Directors.
(c) EERIEEALTZ#8R (c) Outstanding balances with related parties
AEEHAEFBEALTBUTERLS The Group had the following significant balances with its
R related parties:
—E-F —T—=F
AA=+H +=ZA=+—8”
30 June 31 December
2014 2013
ARET R ARBFT
RMB’000 RMB'000
P& BB A - FIE Amounts due to related parties
—HE 5 HE —Trade related
EEBEmMmAA Huaxi Packaging Company 1,248 -
1,248 -
(d ETEEBEAE#HMS (d) Key management compensation
BEANA=1+HILA<EA
For the six months ended 30 June
—E-IF —T—=
2014 2013
ARET R AREFTT
RMB’000 RMB'000
FekEM Salaries and other short-term
EHEE B R employee benefits 11,008 9,379
BEEL & B A Post-employment benefits 55 52
11,063 9,431
24, Lk H 24. COMPARATIVE AMOUNTS
FeReRERkcEThERSHEEEHH Certain comparative amounts in the consolidated statement of
o DNEAHIR 2 25 R —Be cash flows have been reclassified to conform with the current
year's presentation.
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MAJOR CUSTOMERS AND SUPPLIERS

During the six months ended 30 June 2014, the Group's sales to the
top five customers accounted for approximately 84.7% (during the
six months ended 30 June 2013: 86.9%) of its total sales. The Group's
purchases from the top five suppliers accounted for approximately
26% (during the six months ended 30 June 2013: 26%) of its total
purchases. The Group aims at maintaining the long-term cooperative
relationship with reputable customers and suppliers in the expansion
of its business.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESSES

During the six months ended 30 June 2014, none of the directors of
the Company had any interest in any business competing with the
Company or any of its subsidiaries.

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

As at 30 June 2014, 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 (“SFO")) 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 were held or deemed to be held by any
such directors 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 Issuers (the "Model
Code") contained in the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”), were as follows:
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REABDEBRIZHE Long positions in ordinary shares of the Company
HEARBET
®H B aE SO RERER BRHOBE BREBLED (%)
Approximate
Percentage of
the Issued Share
Capacity and Capital of
Name Notes Nature of Interest Number of Shares the Company
BRERE 1 NS 750,332,500 53.63%
Mr. Ma Jianrong 1 Corporate interest 750,332,500 53.63%
BCMEsE 2 NGIE: £ 89,217,500 6.37%
Mr. Ma Renhe 2 Corporate interest 89,217,500 6.37%

B & Notes:

R-ZZ-—MENA=Z1+8B HEERAT ([H
K| —FXREBEZBESFMAIZBBRAE)
5575033250008 %0 M TEFHEERA A
([TEE]) BMX (HK) LTD. ([BMX |) B H|ZE 2
BRAF ([FIZE]) RIS R B %A F)4980.08%"
#4913.92% % #96.00% 2 i - TER (—RANHEB
BREBESFMK L BERRAT)BHEEREESD
BHEA-BWX (—RREBELZHESEMALZ
ERAR)HEBMCE (BEBRRLEZHKX
EEBRLEEZZBE)Z2EREB -FE(—FXRN
REREZBESEMAI 2 BRAR)HEEHL
E(RERBEEZRXB)2ERB - REEFH
ERHIEED SELTEREAERBEMEEZ
750,332,5000% A% 17 A ¥ 5 1 2= o

RZE—NFERNA=ZTH EaS5EBEHRAAF
(Bl —XRABELZBESEMKIZBR
AR FFH89,217,5000% Bk 15+ TMCC Group Ltd.
(IMCC RAEEETHREEERE (BEH
TESHYELL THERLERRESZL))
Bl B A 3% R F170.17%1%.29.83% 2 #E 25 © MCC
(—FRREBEZHSEMAILZARAF) B
TESFHFCMEE (ABERLLEEZER)RE
B BRIEESLAEGED - SLCMEERHER
RE BT A 289,217,5000 % 17 R B S -
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As at 30 June 2014, 750,332,500 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 approximately 80.08% by Splendid Steed Investments Limited
("Splendid Steed"), approximately 13.92% by BMX (HK) LTD. ("BMX")
and approximately 6.00% 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 750,332,500
Shares held by Keep Glory.

As at 30 June 2014, 89,217,500 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 70.17% by MCC
Group Ltd. ("MCC") and 29.83% by certain senior management of the
Group including Ms. Zheng Miaohui, Mr. Wang Cunbo and Ms. Chen
Zhifen (they are executive Directors). MCC, a company incorporated in
the British Virgin Islands with limited liability, is wholly owned by Mr. Ma
Renhe, an executive Director and cousin of Mr. Ma Jianrong. By virtue
of the SFO, Mr. Ma Renhe is deemed to be interested in the 89,217,500
Shares held by Fairco.
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Save as disclosed above, as at 30 June 2014, none of the Directors
and chief executive of the Company had or was deemed to have
any interests or short positions 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 period was the Company, or any of its
holding companies, its subsidiaries or its fellow subsidiaries a party
to any arrangement to enable the Directors or chief executive
of the Company (including their spouses and children under 18
years of age) to benefit from the acquisition of the shares or
underlying shares in, or debentures of, the Company or its associated
corporations.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN THE SHARES OF THE
COMPANY

At 30 June 2014, the following persons who held interests in 5% or
more of the issued share capital of the Company, other than the
Directors of the Company, were recorded in the register of members
required to be kept by the Company pursuant to section 336 of the
SFO:

REAREBRPZHR Long positions in ordinary shares of the Company
EAERAB D BT
=x! B 5 B RERER ROEBE BREBHOEDL%)
Approximate
Percentage of
the Issued Share
Capacity and Capital of
Name Notes Nature of Interest Number of Shares the Company
IiES 1 ERBEBA 750,332,500 53.63%
Keep Glory 1 Beneficial owner 750,332,500 53.63%
FES 1 NGIE: £ 750,332,500 53.63%
Splendid Steed 1 Corporate interest 750,332,500 53.63%
e 2 ERBEBA 89,217,500 6.37%
Fairco 2 Beneficial owner 89,217,500 6.37%

BNERSEEZERAERRA A
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Approximate

Percentage of

the Issued Share

Capacity and Capital of

Name Notes Nature of Interest Number of Shares the Company

MCC 2 N 89,217,500 6.37%

MCC 2 Corporate interest 89,217,500 6.37%
B 5T Notes:

. RIZE-WENA=1TH BE(—FKREER
TR EFMAZ BRAR)EAF750332,5000%
Bt T EE - BMXRFIZER 5 BIBE A Z QA
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BIEH TEBEHEARREEHR 2750,332,500
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1. As at 30 June 2014, 750,332,500 Shares were held by Keep Glory, a
company incorporated in the British Virgin Islands with limited liability,
which is owned as to 80.08% by Splendid Steed, 13.92% by BMX and
6.00% by 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. 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, Splendid Steed is deemed to be interested in the
750,332,500 Shares held by Keep Glory.

2. As at 30 June 2014, 89,217,500 Shares were held by Fairco, a company
incorporated in the British Virgin Islands with limited liability,
which is owned as to 70.17% by MCC and 29.83% by certain senior
management of the Group including Ms. Zheng Miaohui, Mr. Wang
Cunbo and Ms. Chen Zhifen (executive Directors). 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
89,217,500 Shares held by Fairco.

Save as disclosed above, as at 30 June 2014, 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.

DIVIDENDS

At the Company's annual general meeting held on 28 May 2014,
the shareholders of the Company approved the payment of a final
dividend of HK$0.75 (equivalent to approximately RMB0.59) (including
a special dividend of HK$0.20) per share for the year ended 31
December 2013 to the shareholders whose names appeared on the
register of members of the Company at the close of business on 9
June 2014. The dividend was paid by the Company on 26 June 2014
in cash.

RMNERSEEZERAERR A
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The Board does not recommend the payment of any interim dividend
for the six months ended 30 June 2014 (for the six months ended 30
June 2013: Nil) and proposes to retain the profit for the period.

CORPORATE GOVERNANCE

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

The Company has complied with all the code provisions of the
CG Code throughout the six months ended 30 June 2014. There
have not been any material changes to the Company’s corporate
governance practices during the reporting period as compared with
the information disclosed in the 2013 annual report.

Terms of Reference of Board Committees

In order to comply with the Listing Rules and the CG Code, the terms
of reference of the audit committee, the nomination committee and
the remuneration committee of the Company have been revised
accordingly. Such terms of reference for each committee 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 A6.5 set out in the CG Code. The
Company has arranged for continuous professional development on
the updates of the Listing Rules and the related legal and regulatory
requirements for the Directors.

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 the 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 the Directors; and the Group's
compliance with the CG Code.
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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 held
on 28 May 2014 to answer shareholders’ questions about the conduct
of the audit, the preparation and content of the auditors’ report, the
accounting policies and auditors' independence.

The Company has adopted a shareholders’ communication policy
and procedures for shareholders to propose a person for election as a
Director with effect from 26 March 2012. Such policy and procedures
are available on the website of the Company.

SECURITIES TRANSACTIONS OF DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers set out in Appendix 10
to the Listing Rules as the Company’s code of conduct regarding
Directors’ securities transactions (the “Securities Trading Code”). A
copy of the Securities Trading Code is provided to all Directors on
their appointment. Reminders 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 annual results, reminding the Directors that they
are not allowed to deal in the Company’s securities prior to the
announcement of 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 on
this matter, all Directors have confirmed their strictly compliance with
the relevant provisions of the Securities Trading Code throughout the
period ended 30 June 2014.

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

CHANGES TO INFORMATION OF DIRECTORS

During the period ended 30 June 2014, there were no changes to
the information which are required to be disclosed and has been
disclosed by Directors pursuant to paragraphs (a) to (e) and (g) of Rule
13.51 (2) of the Listing Rules.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

The Company issued convertible bonds in an aggregate principal
amount of HK$3,900,000,000 (equivalent to approximately
RMB3,097,380,000 if calculated at an exchange rate of
HK$1=RMBO0.7942 on the Issue Date) on 18 June 2014, bearing
a coupon rate of 0.5% and payable semi-annually. The maturity
date of convertible bonds is on 18 June 2019, unless previously
redeemed, converted, purchased, cancelled or otherwise provided
in the terms and conditions of the bonds. The Company will redeem
the convertible bonds at 103.86% of their principal amounts on the
Maturity Date. The initial conversion price of the bonds is HK$38.56
per share (subject to adjustment). On the Issue Date, the initial
recognition amount of RMB2,846,450,000 for the liability component
of the bonds was calculated using a market interest rate of 3.55% for
a non-convertible bond of the same class. Equity component amount
of RMB197,140,000 was credited to the reserves of shareholders’
equity. For relevant details, please refer to the announcements of
the Company dated 22 May 2014, 18 June 2014 and 19 June 2014,
respectively.

As of 30 June 2014, no convertible bonds have been converted into
shares of the Company pursuant to the relevant terms.

Save for the issuance of convertible bonds mentioned in this report,
neither the Company nor any of its subsidiaries has purchased,
redeemed or sold any of the Company’s listed securities during the six
months ended 30 June 2014.

SHARE OPTION SCHEME

No share option scheme was operated by the Company as at 30 June
2014.

THE BOARD

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.

As at the date of this report, the executive Directors are Mr. Ma
Jianrong, Mr. Huang Guanlin, Mr. Ma Renhe, Ms. Zheng Miaohui,
Mr. Wang Cunbo and Ms. Chen Zhifen; and the independent non-
executive Directors are Mr. Jiang Xianpin, Mr. Qiu Weiguo, Mr. Chen Xu
and Mr. Chen Genxiang.
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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 four
Independent Non-executive Directors, namely Mr. Jiang Xianpin,
Mr. Chen Xu, Mr. Chen Genxiang and Mr. Qiu Weiguo. Mr. Jiang
Xianpin was the Chairman of the Audit Committee. His expertise in
accounting, auditing and finance enables him to provide leadership
of 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 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 HKICPA and the provisions of the
CG Code.

The Audit Committee has reviewed with the management the
accounting principles and practices adopted by the Group and
discussed matters relating to auditing, internal control and financial
statements, including a review of the unaudited financial statements
for the six months ended 30 June 2014.

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 one executive
Director and three independent non-executive Directors, namely Mr.
Ma Renhe, Mr. Chen Genxiang, Mr. Cheu Xu and Mr. Jiang Xianpin.
Mr. Chen Genxiang, an independent non-executive Director, was the
chairman of the Remuneration Committee.
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Shenzhou International Group Holdings Limited

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 Company's objective for its remuneration policy is to maintain
fair and competitive packages based on business requirements and
industry practice. In order to determine the level of remuneration and
fees paid to members of the Board, market rates and factors such as
each Director's workload, responsibility, and job complexity are taken
into account.

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. Jiang Xianpin
and Mr. Qiu Weiguo, both independent non-executive Directors. Mr.
Ma Jianrong was the Chairman of the Nomination Committee.

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 accordingly; regularly review the
structure, size and composition (including skills, knowledge and
experience) of the Board and make recommendations to the Board
for any proposed changes.

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.

By Order of the Board

Shenzhou International Group Holdings Limited
Ma Jianrong

Chairman

Hong Kong, 27 August 2014
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