SHENZHEN TEXTILE (HOLDINGS) CO., LTD.

2001 ANNUAL REPORT (B)

Important Declaration: The Board of Directors of the Company hereby guarantees that there
are no misstatement, misleading representation or important omissions in this report
and shall assume joint and several liability for the authenticity, accuracy and
completeness of the contents hereof.

Shenzhen Pengcheng Certified Public Accountants and Ho and Ho & Company issued qualified
auditors” report for the Company. The Board of Directors and the Supervisory Committee
of the Company made detailed explanation about relevant matters. Investors are advised
to read carefully.

I. Brief Introduction of the Company
(1) Statutory Name of the Company

In Chinese
In English :  SHENZHEN TEXTILE (HOLDINGS) CO., LTD.
Short form in English: STHC

(11) Legal Representative : Guan Tongke

General Manager: Liu Junhou
(111) Secretary of the Board of Directors : Chao Jing

Contact Address: 6/F, Shenfang Building, No.3 Huagiang North Road,
Futian

District, Shenzhen

Post Code: 518031

Tel : 0755-3776043

Fax : 0755-3776139

E-mail: cjane@mail.china.com
(1V) Registered Address: 6/F, Shenfang Building, No.3 Huagiang North Road,
Futian

District, Shenzhen

Office Address: 6/F, Shenfang Building, No.3 Huagiang North Road, Futian

District, Shenzhen

Post Code: 518031

E-mail : sztext@szonline.net
(V) Newspapers for Information Disclosure:

Securities Times, Hong Kong Commercial Daily

Internet Web Site for Publishing the Annual Report:




http://www._cninfo.com.cn

The Place Where the Annual Report is Prepared and Placed: the Office of

the
Company

(V1) Stock Exchange with Which the Company’ s Stocks Are Listed: Shenzhen

Stock
Exchange
Short Form of the Stock :
Stock Code : 000045 200045

SHEN TEXTILE A SHEN TEXTILE B

I1. Financial Highlights (adjusted pursuant to international accounting

standards, RMB * 000)
1. Main financial data and indicators
Item

Income

Before-tax profit

Net profit of the year
Earnings per share (RMB)

Net asset income ratio (%)
Net cash flows from operating

activities(RMB)0.09
Total assets
Shareholders’ equity (not including

minority interests)
Net assets per share (RMB)

2001

342,606
28,324
28,199
0.173
9.25

0.37

682,384

307,195
1.88

1999

292,896
16,032
15,748
0.096
5.63

692,843

279,563
171

2. The influence of adjustment pursuant to international accounting standard
on the profit attributable to shareholders and net assets is stated as fol lows

(Unit: RMB' 000)

Profits attributable to Net assets
shareholders
2001 2000 2001 2000
(Restated) (Restated)
Stated 25,202 22,831 303,645 278,438
pursuant to
Chinese
accounting
standards
Negative 567 567 - -
goodwi Il




amortization

Reversing the
entry of
over-provided
reserve for
real estate
investment
depreciation

2,346

2,346

13,452

11,106

Amortization
of initial
expenditure

(2,410)

2,410

2,410

Not
consolidating
the
depreciation
reserve of
subsidiaries

(2,854)

(2,854)

Under-provided
reserve for the
losses of
subsidiaries
in the previous
year

(505)

(1,281)

(1,786)

(1,281)

Proprietary
technology
amortization

788

(6,050)

(5,262)

(6,050)

Bad debt
reserve

5,075

(5,075)

(5,075)

Others

(10)

15

Restated

pursuant to 1AS

28,199

15,748

307,195

279,563

(1) Statement of the changes of share capital

(in shares)

Changes of Share Capital and Shareholders

Before
change

Increase/decrease this time

(+1_)

After
change




Share [Bo | Capit|N | O] Sub
allot |nu | alizaje | t|-
ment |s tion|w | h| tot
sh of|s | e]al
ar | commo | h r
es nlfa | s
reser | r
ve | e
fund | s
( ) Non-negotiable
Shares
1.Promoters’ shares 108 240 108 240
000 000
Of which:
State-owned shares 108 240 108 240
000 000
Domestic corporate
shares
Foreign corporate shares
Others
2. Raised corporate
shares
3. Staff shares
4. Preferred shares or
others
Total non-negotiable 108 240 108 240
shares 000 000
. Negotiable Shares
1. RMB common shares 22 176 22 176
000 000
2. Domestically listed 33 000 33 000
foreign investment 000 000
shares
3. Overseas listed
foreign investment
shares
4. Others
Total negotiable shares | 5 176 55 176
000 000
. Total shares 163 416 163 416
000 000

(1) Shareholders
1. As of December 31, 2001, the Company had 20,146 shareholders in total including one
shareholder of state-owned shares, 11,609 shareholders of A shares and 8,536

shareholders of B shares.



2. Particulars of the top ten shareholders as of December 31, 2001
Name of shareholders Type of shares No. of shares
Proportion of total

shares %
1. Shenzhen Investment Management Co. State-owned shares 108 240 000
66.24
2. Top Form China Holdings Ltd. N/A B 938 000
0.57

3. Victor Onward Printing &

Dyeing (HK) Co., Ltd. B 370 000

0.22

4. Zhou Xiang A 327 601
0.20

5. Dai Tonggen A 313 094
0.19

6. Wen Haigen B 211 200
0.13

7. Tupo Trade Co., Ltd. B 210 200
0.12

8. L1 Fan A 193 500
0.12

9. Zhang Yan A 187 060
011

10. Jin Pinggul A 186 362
011

Among the above shareholders, the one holding shares on behalf of the state
is Shenzhen Investment Management Co. No.2, 3, 6 and 7 shareholders are the
ones holding foreign investment shares.

Among the above shares, except that 108,240,000 state-owned shares are
non-negotiable shares, all other shares are negotiable shares.

3. The shares held by Shenzhen Investment Management Co. account for 66.24%
of the total share capital of the Company. Its legal representative: Li Heihu.
Date of establishment: February 10, 1988. Main business: Management and
supervision of state-owned assets, finance and property right
representatives, share participation in various municipal enterprises and
turnover investment, provision of loan guarantee, levy of occupation fee of
after-tax profit and assets of state-run enterprises, other businesses



authorized by the municipal government. Registered capital: RMB 2 billion.
It is a solely state-owned company in Shenzhen.

4. The controlling shareholder of the Company did not change in the report
period. Except Shenzhen Investment Management Co., the Company has no other
legal person shareholders holding more than 10% (including 10%) shares of
the Company.

IV. Directors, supervisors, senior executives and employees

(1) Basic information

Name Sex Ag | Position Starting and | No. of | No. of
e ending date | shares | shares
of term of held at| held at
office year year
beginn | end
ing

Guan Tongke | Male |54 | Chairman of the 1999.7.1-2002. | 37200 | 37200
Board of Directors | 6-30

Liu Junhou | Male |43 |Director & GM é%;?ﬁlerOOZ- 0 0
Sun Furen Male |58 |Director 1999.7.1-2002. | 9360 9360
6.30
Li Male 49 | Director & Deputy | 1999.7.1-2002. | 30000 30000
Jinggiang GM 6.30
Hua Yongshi | Male |70 | Independent 1999.7.1-2002. | 3060 3060
director 6.30
Lu Yitong Male |58 | Chairman of 1999.7.1-2002. | 0 0
Supervisory 6.30
Committee
Guo Jianhua | Femal |46 | Supervisor 1999.7.1-2002. | 0 0
e 6.30
Zhou Dadong | Male |55 | Deputy GM 1999.7.1-2002. | 0 0
6.30
Zhu Dahua Male 34 | Financial 0 0

controller

(11) Annual remuneration

In the report period, the annual remuneration of the directors, supervisors and senior
executives receiving salary from the Company shall be paid according to the Provisional
Regulations on the Annual Salary System for the Operators of Shenzhen Municipal
State-owned Enterprises and the wage management system of the Company.

The total number of the current directors, supervisors and senior executives of the
Company is 9. Seven of them receive salary from the Company, whose total annual salary
is RMB 1.283 million. Annual remuneration of RMB 0.21M-0.23M: 2 persons;




Annual remuneration of RMB 0.17 M-0.2 M: 3 persons; Annual remuneration of
RMB 0.14 M-0.16 M: 2 persons. The total remuneration of the top three
directors receiving the remuneration of the highest amount is RMB 0.615
million. The remuneration of one senior executive is RMB 0.159 million.
In the report period, the independent director did not receive remuneration
from the Company. Mr. Zhu Dahua (candidate for director), the financial
controller, did not receive remuneration from the Company. He receives
remuneration from Shenzhen Investment Management Co., the controlling
shareholder of the Company.

(111) The resignation, appointment and removal in the report period

The directors, supervisors and senior executives of the Company neither left

their posts nor were dismissed in the report period.

Shenzhen Investment Management Co., the controlling shareholder of the

Company, appointed Mr. Zhu Dahua as the financial controller of the Company

in the report period.

V. The Control Structure of the Company

(1) The particulars of the control structure of the Company

The Company formulated standardized management systems including Articles

of Association, the Rules of Procedure of the Board of Directors, the Rules

of Procedure of the Supervisor Committee, Detailed Work Rules of Managers,

Internal Control System, Information Disclosure Management System and the

Rules of Procedure of Shareholders’ General Meeting strcitly according to

relevant laws and regulations and the standardized documents issued by CSRC

in respect of the control of listed companies and constantly improved its
legl person control structure. The particulars are as follows:

1. Shareholders and shareholders’ general meeting: The Company is able to
ensure all shareholders, especially medium and small shareholders, enjoy
equal position and can fully exercise their own rights. The Company has
formulated the rules of procedure of the shareholders’ general meeting
and is able to convene and hold shareholders’ general meeting as required
by the Standard Opinions on the Shareholders’ General Meeting of the
Listed Companies to ensure the right exercise of shareholders’ rights.
The Company has sound and effective internal control system to ensure the
safety of its assets. The Company is amending the Articles ofAssociation
of the Company according to the control standards.

2. Controlling shareholder and the Company: The controlling shareholder of
the Company is a state-owned asset management company. The Company has
been separated from its controlling shareholder in respect of business,



personnel, assets, structure and finance. The board of directors,
supervisory committee and the management of the Company are able to
operate independently. As the controlling shareholder holds 66.24% of the
total shares of the Company, it is the absolute controlling shareholder
and may exert influence on the important decisions of the Company to
certain extent through the shares held by it. Therefore, the Company will
further standardize i1ts operation, disclose information in timely and
standardized manner and deal with matters strictly according to laws,
regulations and the Articles of Association, take the opinions of medium
and small shareholders into full account, strictly implement the system
that related shareholders should avoid voting on related transactions and
give full play to the functions of the independent directors.

. The directors and the board of directors: The Company operates in
standardized manner strictly according to the Company Law and relevant
national laws and regulations, the Articles of Association of the Company
and the Rules of Procedure of the Board of Directors. The procedure of
selecting and appointing directors and the personnel comply with the
provisions of laws and regulations. All directors are able perform their
duties seriously and perseveringly. The Company now has one independent
director and is seeking other candidates for independent shareholders.
The Company has established independent director system according to
relevant regulations.

. Supervisors and the supervisory committee: Taking the spirit of being
responsible for all shareholders, the supervisory committee of the
Company is able to seriously perform its duties, supervise the legality
and regulation conformity of the Company’ s finance of the duty
performance of the directors, managers and other senior executives of the
Company and express its opinions independently.

. Performance appraisal and stimulation and restriction mechanism: The
Company’ s appraises and stimulates its senior executives mainly
according to Annual Salary System for the Operators of Shenzhen Municipal
State-owned Enterprises and is actively set about establishing fair and
transparent performance appraisal standard and stimulation and
restriction mechanism for directors, supervisors and executives.

. Interested parties: The Company is able to fully respect and safeguard
the legal rights and interests of the interested parties including banks,
creditors, employees and customers and conduct business intercourse
according to the principles of mutual benefit and good faith.



7. Information disclosure and transparency: The Company designates the
secretary to the board of directors to be responsible for information
disclosure and reception of shareholders and investors and set up special
email mailbox to strengthen the good communication between the Company
and 1ts shareholders. The Company has formulated Information Disclosure
Management System to ensure true, accurate, complete and timely
disclosure of relevant information and is able to keep secrets before
information disclosre.

(11) In the report period, the independent director of the Company is able to perform

his duties seriously, attend board meetings and shareholders’ general meeting and

express independent opinions on the investment decision, operation management and
standardized operation of the Company.

(I11) The Company has been separated from i1ts controlling shareholder in

respect of business, personnel, assets, structure and finance. The Company

has independent and complete business and the ability of independent
operation.

VI. Brief Introduction of Shareholders” General Meeting

(1) The notice of holding 2000 Shareholders’ General Meeting was

published on Securities Times and Hong Kong Commercial Daily on May
29, 2001. The meeting was held at the meeting room of the Company at
6/F of Shenfang Building on June 29, 2001. 9 shareholders and their
proxies attended the meeting, holding 108,333,720 shares that
accounted for 66.29% of the total shares of the Company. 7 shareholders
of A Shares attended the meeting, representing 108,322,220 shares that
accounted for 66.286 % of the total shares of the Company. 2
shareholders of B Shares attended the meeting, representing 11,500
shares that accounted for 0.001% of the total shares of the Company.
The holding of the meeting complied with the provisions of the Company
Law and the Articles of Association of the Company.

(1) 2000 Shareholders’ General Meeting of the Company examined and

adopted the following resolutions:

1.2000 Working Report of the Board of Directors

2.2000 Working Report of the Supervisory Committee

3.2000 Final Accounting Report

4. 2000 Profit Distribution Preplan:

The net profit earned by the Company in 2000 was RMB 22.717 million. As the retained

profit of the Company was RMB — 94.249 million, the Board of Directors, in accordance

with the provisions of the Company Law and the Articles of Association, decided that



the net profit of the Company in 2000 would not be al located to statutory common reserve
fund and statutory public welfare fund and would be fully utilized to make up the losses
of the previous years and that it would not capitalize any common reserve fund.

5. The proposal for the amendment of the Articles of Association of the
Company

6. Proposal for the Engagement of Auditing Organ of the Company.

The above resolutions of the meeting were published on Securities Times and
Hong Kong Commercial Daily on June 30, 2001.

VIlI. Report of the Board of Directors

(I) Operation of the Company

1. The Scope of the Company’ s key business and its operation:

The Company is mainly engaged in the production and trading of textile
products, garments, electronic products and in the lease and management of
properties. The income and net profit earned by the Company in 2001 were
respectively RMB 342.606 million and RMB 28.199 million

Industry: In the report period, the wholly-owned and share-held industrial
subsidiaries of the Company earned income of RMB 63.26 million, total profit
of RMB— 4.13 million and income of RMB— 1.88 millionfrom equity investment,
which was mainly caused by the loss of the share-held subsidiaries. In the
report period, for giving full play to its advantages of establishing
factories at overseas places and enlarging the scale and strength of its
overseas garment branches, the Company timely made use of the market
opportunities of international garment trade and policy conditions and
established the third overseas garment processing factory in Jordan (the
first two in Saiban and Cambodia respectively), i.e., Yehui (Jordan) Garment
Co., Ltd. The company was put into trial production in October 2001. The
Company increased the share capital of Jiangxi Xuanli Embroidery Line Co.,
Ltd. and supported it to enlarge the knitwear project. The share capital of
the company increased from RMB 10 million to RMB 20 million. It earned profit
of RMB 2.92 million. Under the circumstance of reduced international market
demand, overseas garment subsidiaries produced and processed 4.51 million
pieces of garments and earned income of USD 10 million.

Trading: In the report period, the income from trading was RMB 252.14 million.
The total profit from trading was RMB 6.95 million, an increase of 1.70
million over the same period of the previous year.

Property lease and hotel business: The Company owns Shenfang Building and
other properties including commercial berths, factory buildings, office
buildings and warehouses, etc. for lease. In 2001, the average lease rate

10



of the Company’ s properties increased by 23% over the same period of the
previous year. The Company’ s income from property lease increased by RMB
1.34 million over the same period of the previous year. The Company earned
income of RMB 43.96 million in total from property lease, warehousing and
hotel business in the report period.

2. Main suppliers and customers

The total amount of purchase from the top five suppliers accounted for 26.4%
of the total purchase amount of the year. The total amount of sales to the
top five customers accounted for 41.1% of the total sales amount of the
Company .

(11) The investment of the Company

1. The utilization of raised funds

The Company did not raise funds in the report period.

2. Other investment

In the report period, the Company invested RMB 2.45 million in Shenzhen Shenfang Import
and Export Co., Ltd., which accounts for 49% of the equity of the invested company.
The invested company is mainly engaged in import and export business.

(111) Financial Status of the Company and the analysis of operating result

As of December 31, 2001, the total assets of the Company was RMB 682.38 million, a
decrease of 1.5% over the same period of the previous year mainly due to debts.

The non-current liabilities were RMB 0.5 million, a decrease of RMB 6.87 million over
the same period of the previous year mainly due to the repayment of bank loan.

Its shareholders’ equity was RMB 307.20 million, an increase of 9.8% mainly due to
the increase of profit.

Its profit from key business was RMB 7.174 million, a decrease of 7.9% over the same
period of the previous year mainly due to the losses of share-held subsidiaries.
Its net profit was RMB 28.20 million, an increase of 79.1% over the same period of the
previous year mainly due to the reversed entry of bad debt reserve of RMB 5.07 million
apart from the improvement of the operation performance of the Company in the report
period.

(1V) Explanation to the auditors’ report

Shenzhen Pengcheng Certified Public Accountants and Ho and Ho & Company issued qualified
auditors’ report for the Company. The Board of Directors made the following explanation:
In the opinion of the Board of Directors, the creditor banks did not sue the Company
in respect of the matter of guaranteeing Laiyingda Co. Therefore, the guarantee has
not constituted the current obligation of the Company. Meanwhile, due to the historical
reason for the formation of this guarantee, the Company is negotiating with its

controlling shareholder and creditor banks for solving the said matter. Once an

11



agreement is reached, the Company may be exempted from liabilities. Under such

circumstances, the Company is unable reasonably estimate and accurately measure the
joint and several liabilities that it may bear. According to the requirements of
accounting standards, the Company thinks it is appropriate to take such matter as one
of contingencies.

(V) Business Development Plan for the New Year

After adjustment for several consecutive years, the Company has had steady economic
basis. In 2002, the Company will concentrate the main financial and human resource to
quicken the pace of development, develop new enterprises and consolidate its key
business, 1.e., textile industry through enterprise integration. First, with its

advantages of rich experience in international market operation accumulated through
the development of overseas enterprises in past years, steady international customer
network and the management personnel that are familiar with international practices,
the Company will further enhance the overall level of its overseas garment branches
in respect of collaboration in the international market. Second, it will quicken the
renovation of its domestic garment enterprises and other textile enterprises according
to the production requirements of international practices, integrate related
enterprises to reasonably allocate resources and enlarge production scale as far as
possible so as to form overseas and domestic production bases that have different
characteristics and satisfy the demands of different international markets and

customers and make preparations for the connection of its overseas garment business
and its domestic enterprises. Thirdly, it will quicken the construction of new textile
projects, develop new channels for economic growth, form a complete garment and textile
product chain with garment processing as the leading business and covering spinning,
weaving and fabrics, promote the optimized allocation of its internal resources and
improve comprehensive efficiency. Meanwhile, it will promote the development of series,
functional and high-class products and gradually change from processing to brand

operation based on characteristic products including thread product with high added
value and high-class full-fashioned knitwear.

The Company will focus on the following work in 2001: (1) To quicken the construction
key projects including high-class ful I-fashioned no-seam underwear project, high-class
singed mercerized wool project and the acquisition of relevant textile projects to
strengthen its key business and economic power; (2) To continue to adjust industrial
structure and integrate part of enterprises with related business according to its
development strategy, reasonably allocate resources, enlarge production scale and
improve economic results as soon as possible; (3) To continue to strengthen the

management of overseas garment enterprises and further enhance their production

capacity and the ability of Hong Kong Yehui Co. to receive orders; (4) To quicken the



technical renovation, enhance the level of production and technology and strengthen
standardized management; (5) To continue to effectively recruit and train capable

personnel; (6) To continue to liquidate creditors’ rights and debts and enhance the

efficiency of asset operation.

(V) The Profit Distribution Preplan

As audited, the net profit of the Company in 2001 was RMB25,201,666.88. As the retained
profit of the Company was RMB — 71,418,733.46, the Board of Directors, in accordance

with the provisions of the Company Law and the Articles of Association, decided that
the net profit of the Company in 2001, totaling RMB 25,201,666.88, would be fully

utilized to cover the losses of the previous years and that it would use surplus common

reserve fund of RMB 5,326,454.77 and capital common reserve fund of RMB 40,890,611.81
to cover the losses of the previous years. This profit distribution preplan is to be
submitted to 2001 Shareholders® General Meeting for examination.

VIIlI. Report of the Supervisory Committee

In the report period, the Supervisory Committee duly performed their duties and

conducted the supervision over the procedure of making important decisions and the main
operating activities and financial status and fund utilization of the Company in

accordance with the Company Law, the Securities Law and the Articles of Association

of the Company.

1. The meetings of the Supervisory Committee: The Supervisory Committee held two

meetings in the report period. The resolutions of the meeting were respectively

published on Securities Times and Hong Kong Commercial Daily on April 10 and August

10, 2001.

2. The operation of the Company according to law. The important decisions and operating
activities of the Company in the report period complied with relevant policies,

regulations and the Articles of Association of the Company. The Company had soundsystem

and conducted standardized operation. The directors and managers of the Company honest

and clean in performing their duties, worked diligently and practiced self discipline.

No act that violated laws and regulations and harmed the interests of the Company and

shareholders was found.

3. The financial status of the Company. The Company strictly implemented financial

system, whose financial statements were complete and true and complied with regulations.
The operating result of the Company was good and the fund turnover was normal.

4. The auditors’ report issued by Shenzhen Pengcheng Certified Public Accountants and

Ho and Ho & Company for 2000 financial statements of the Company objectively and truly
reflected the financial status and operating results of the Company.

5. The Company neither raised funds nor was involved in acquisition activities in the

report period.

13



6. Notes to 2001 auditors’ report: The formation of the guarantee for Laiyingda Co.
has historical reasons. The Company is actively negotiating with its controlling
shareholder and creditor banks and likely to work out solution that will make the Company
avoid bearing liabilities. The negotiation is under progress. The guarantee has not
constituted the current obligation of the Company. T herefore, the Supervisory Committee
deems it appropriate to take the aforementioned guarantee as one of contingencies. The
Company should quicken the negotiation with related parties and try to work out
satisfactory solution.

IX. Important Events

(1) Material lawsuits and arbitration

1. The Company was not involved in any material lawsuits and arbitration in
the report period.

2. Other lawsuits

(1) The Company paid RMB 10,600,272.72 for guaranteeing the loan of Shenzhen
Gangwen Electronic Industrial Co., Ltd. (Gangwen Electronics) in 1998.
Pursuant to the civil judgment made by Shenzhen Intermediate People’ s Court
on December 20, 2001 with (2001) SZFJ-CZ No. 304 Judgment, the Company won
the case of suing Gangwen Electronics and China Huawen Development
Corporation (Huawen Co.) in respect of the dispute over compensation for
guarantee contract. The court judged Gangwen Electronics should pay RMB
10,600,272.72 and interests to the Company and Huawen Co. should bear joint
and several liability for the settlement of the said debts. The handling fee
of the case in the first instance was RMB 71,499.68. The Company should bear
RMB 499.68 and Gangwen Electronics should bear RMB 71,000. Huawen Co. should
bear joint and several liability for the lawsuit fee to be borne by Gangwen
Electronics. The Company is actively collecting this payment.

(2) As the Company guaranteed the loan of Shenzhen Laiyingda Group Co., Ltd.
and this company was in default on the loan, the Company bore joint and several
liability. Pursuant to the judgment of Guangzhou Intermediate People’ s
Court with (2001) SZFZZ No. 224 Civil Judgment, 10 million corporate shares
of Shenzhen Victor Onward Textile Industrial Co., Ltd. held by the Company
were to be frozen. China Securities Registration and Settlement Co., Ltd.
Shenzhen Branch Company froze the aforementioned shares on September 5, 2001
and defroze the same on March 5, 2002.

(3) Pursuant to the civil judgment made by Shenzhen Intermediate People’ s
Court on January 10, 2002 with (2001) SZFZSZ No. 43 Civil Judgment, the
objection raised by the Company to the (1999) SZFZZ No. 12-51 Civil Judgments
that included the Company in the persons against whom the judgments were

14



executed was established. The court judged that the Company should bear the
liability for debt settlement within the scope of the properties received
from Ronghui Co. with value of RMB 265,377.77 and its interests. This case
was closed.

(I1) Acquisition, sales of assets, absorption and merger

The Company neither acquired nor sold assets nor was involved in any
absorption or merger in the report period.

(111) Important related transactions

The Company was not involved in any material related transaction. Refer to the financial
report for the details of other related transactions.

(1Y) Important contracts and their performance

1. Trust, contracting and lease

(1) The Company was not involved in any material trust, contracting or lease in the
report period.

(2) Other trust

The Company signed equity trust agreement with China Pushi Electronics Co., Ltd. and
Jiujiu Industrial Co., Ltd. on December 14, 2001 to trust the 12,274,495 ordinary shares
of Jintian Industrial (Group) Co., Ltd. held by it to the aforementioned two companies
for management. The trust period is one year and the effective date was January 11,
2002.

2. Important guarantee

The Company signed an agreement on mutual guarantee for loans with amount up to RMB
0.1 billion with Shenzhen Laiyingda Group Co., Ltd. As of December 31, 2001, the total
amount of the loan guarantee provided by the Company to Shenzhen Laiyingda Group Co.,
Ltd. decreased from RMB 94_45 million in the same period of the previous year to RMB
86.45 million. The above loan has been overdue.

3. Entrustment of cash asset management

The Company did not entrust others to manage its cash assets in the report period.
(V) Commitments

The 2001 profit distribution policy formulated by the Board of Directors of the Company
in the report period: The net profit earned by the Company in 2001 will not be distributed
before the losses of the previous years are fully covered. The Board of Directors has
implemented this policy.

(V1) Appointment and removal of certified public accountants

The Company appointed Shenzhen Pengcheng Certified Public Accountants and Ho and Ho
& Company as the auditing organs for the A shares and B shares of the Company in the
report period. The remuneration paid by the Company to the above accountants® firms
in 2001 was respectively RMB 0.35 million and RMB 0.15 million, including traveling

15



expenses. The Company appointed Shenzhen Dahua Tiancheng Certified Public Accountants
and K C Oh & Company) as the auditing organs for the A shares and B shares of the Company
in 2000. The remuneration paid by the Company to the above accountants’ firms was
respectively RMB 0.39 million and RMB 0.14 million, including traveling expenses.
(VI1) Supervision over the Company and its directors and senior executives

The Company and its directors and senior executives were not investigated by CSRC,
administratively punished or publicly criticized by CSRC or publicly condemned by stock
exchange.

(VIID) Influence of China’ s entry to WTO on the operating activities of the Company.
China’ s entry to WTO will bring new opportunities to the development of the Company.
The Company will mainly benefit from the enlargement of export market. According to
the regulations of ATC, the quota restriction imposed by other countries on China will
be gradually reduced and Tfinally cancelled in 2005, which will provide good
opportunities to the Company for enlarging the export of textile and garment product.
The Company will develop and establish new textile enterprises through integrating the
existing ones and form competitive textile industry chain to quicken its development.
X. Financial Reports

(1) Consolidated profit statement (enclosed hereinafter)

(I1) Consolidated balance sheet (enclosed hereinafter)

(111) Consolidated cash flow statement (enclosed hereinafter)

(1V) Auditors’ report

X1. Documents Available for Inspection

1. Financial statements bearing the seal and signature of legal
representative, financial controller and accounting personnel in charge.
2. The original of the auditors’ report bearing the seal of the certified
public accountants and the seal and signature of C.P.A.

3. The original of all Company’ s documents and the original manuscripts of
announcements publicly disclosed on Hong Kong Commercial Daily and
Securities Times in the report period.

The above documents were completely placed at the Office of the Company.
This report has been prepared in both Chinese and English. In case of any
discrepancy, the Chinese version shall prevail.

The Board of Directors of Shenzhen Textile (Holdings) Co., Ltd.
March 26, 2002
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REPORT OF THE AUDI TORS

TO THE HOLBERHARES OF
SHENZHEN TEXTILE (HOLDINGS) CO. , LTD.
(Il'ncorporated in the People’s Republic of China with

We have audited the2ftBdddhei preptabementefo
statements are hteheGrsoaipmpoag@umee d poyn gastbittoi t vy
express an opinion sobna stehde scen fo unra nacui dailt .st at

We conducted our audit i n accordance with
Standards require thattaoeolptl@ainn ameaa spoemnra bolre
whet her t he financi al statements ar e free
examining, on a test basi s, evidence suppo
statement s. An a&wsdintg ahe®o accolundéesgapsenci
estimates made by the management , as wel |
financial statements. We believe that our

However, téawvaielvalblleamcteo us was | i mited as f ¢
notes to the account s, no provision has be
facilities granted for Shenzhen Lionda Hol
to RMB4850, 000 and the associated interest

obtain sufficient i nformation and expl anat
the amounts of the associated usntdaesesd tpheg
amounts to be provided for the | oss arisin

necessary would reduce the net assets of t
year then ended.

Except for any adn usotummedn ttso nieg mte cheasvsea rbye eh a
sufficient evidence concerning the guarant

and exipermsues opini on, the consolidated fin
materi alt he sfpiecarsgi al position of the Gr ouj
of its operations and its cash flows for t

Accounting Standards.

Ho and Ho & Company
Certified Public Accour
Hong Kong

26 March 2002
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CONSOLI DATED | NCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2001

NOTES 2001 2000

RMBOOORMBOOO
(As restate

Revenue 5 342, 605892, 896
Cost of Sal es (270, 87235, 007)
Gross profit 71, 73577988
Ot hreervenue 10, 0603, 350

Di stramdmaonstrative expens(es6, 8983pP,)889

Profit from operations 7 24,90130, 350
Amorti ot ngguaildli ve 567 567
| nchMmedsgso)m i nvest ment s8 17,873 (545)
Shar e /opr ofliotssgf associ ate (502) 2,076
Finance cost s 9 (14, 5105684 16
Profit before tax 28,32416, 032
Taxation 10 83 (415)
Profit after tax 28,40715, 617
Mi nority interests (208) 131
Net profit for the year 28, 19915, 748
Di vidend 11 - -

Earnings per share 12 RMBO. 1RMABOSO

18



DATED BALANCE SHEET

CONSOLI
AS AT 31

DECEMBER 2001

2000

NOTES 2001

RMBOOO RMBOOO

restated)

(As

ASSETS

<N
— I~
™

AN LO «— 0
ooOwLwn

OVodmoO
T Cown

Tt qdom-
OCOA
AT M

16
dilarr i es
alt8 s
19

89368, 549

324,

e

20

securi t2les
bal ances

h edre proesd e isv aabnl de s
i n
n k

e

a
Gt
S

b a

t
t

294

357,4938324,

38692, 843

682,

assets

Tot al

AND LI ABI'LI' TI ES

TY

EQUI

N
NN

- O

18644, 378

4 3,

nterests

nority i
Noqcurrent

Mi

500 372

one2gear

e s

Borrowings

101
732
867

50361,

260

0942,

AN O

$488r51496, 570

n2ro n e

27

ti

es _
odhu ed ewn atnhdi

3218,

530

331,

38692, 843

es 682,

It

ty and abi

equi

Tot al

boar

he
2002

2sBGawe menappoovpdgby t

i nanci al
f

f
aut hori

The

and

i ssue on 26 March

r

(0]

sed

RECTOR DI RECTOR

DI
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CONSOLI DATED SOFATHMENGE EQUI TY
FOR THE YEAR ENDED 31 DECEMBER 2001

StatutSempw Properties

NegatCavpei t abr pl wsubl i teval uAactciuom
Share gapdwaébserrnvesemwed f adr er ésser veossesTot al
RMBO O RMBOO®RMBOO®RMBOOO RMBOOO RMBOOO RMBO O @®RMBOOO

Bal amc® hanuat§3 2406 86,198,951 13,63681,63985,526B813
Negative goodwil |l
ar i sfirnogm

consolidation 8,508 8,508
Amortiphthegative

goodwi || (567) (567)
Revaludéefoaoit (8,457) (8,457)
Recl assification 375 (375) -
Net profrt for the yea

- g eviously reported 25,(/p325,|/630

- pryiecardj usst ment

(note 24) (9,/8829,|882)
As restated 15, 7485, 748
Bal an cDee caet mb3elr

2000 163.417m, 9477,738,326 13,2618539 (69, 728p, 563
Amortipéatnegati ve
goodwi || (567) (567)
Net profit for the year 28,1928, 199
Bal aarBcle December
2001 163,417, 3747,738,326 13,26181,63941,5809)y, 195
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CONSOLI DATHEBFLOAVS STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2001

NOTE 2001 2000

RMBO O ®MBO 00
(As
restated)

CASH GENERATED FROM OPERATI OB S5081, 247
|l ncome taxes paid (437)(415)
NET CASH I NFLOW FROM OPERATI NGL 5A,CO 76201, T8l 3E2S

Il NVESTI NG ACTI VI TI ES

|l nterest received 4, 0314, 055
Addist omon st rpu @tgirers si n (10, 305)-
Acquisition of property, pl d&mBt 9809, 8qh) pn
Proceeds from disposadntof proPpe3dty,- pl ant
nclr pakedeacnr emarsoeunt dsue fr om (ads,s705cd)a3 &5

|l ncrease in amopunt due t o as3s80,c391,e970
Proceeds frodamedivemsdanelntof 6,8889, 361
Acqui sitionurorfermnt hegs eton (2, 38@8)b1L
Dec(fiemcsirebaseystimenstecurities2, 7008, 000)
Proceeds from diaspdssaldiaoafr yi (\be HSt2men-t i n
Decrierisney essit meansgssoci at e - 2, 801

NET CASH I NFLOW FROM I NVESTI N@S5AAT3 W, T4 £S

NET CASH I NFLOW BEFORE FI NANCI M® ,b ASCOBA8Y IST/I6E S

FI NANCIANGTI VI TI ES

|l Nt erest expenses (13, 2(9146, 311)
(Decrease)/ increase in minor(idtpy0 i3lt €rB8elst s
Decriemmsk®orr owi ngs (14, 9(21891, 7 )

NET CASH OUTFLOW FROGTIFVINRINEY RQ, 6 22) 244)

| NCREASE I N CASH AND CASH EQU1 WARS8 804T,S3 3 2
CASH AND CASH EQHEGANENNS OF
YEAR 183, 010178, 6 7 5

CASH AND CASH EAQUIB/ND EONFT SYEAR19, 881783, 007
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NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 31 DECEMBER 2001

1.

CORPORATE | NFORMATI ON

Shenzhen Textil e “ClHoompdinywass) eGad.a,b | lstsch.e d( ti
Republic O6FAREhasaa(fbent stoawuakthalxnibeged c
company of t he Company IS Shenzhen [ n\
statvaeed enterprise established in the PR
investment holding and the prtinicni7pmadit ea clt
the notes .to the accounts

. PRESENTATI ON OF FI NANCI AL STATEMENTS

The financial statements have been prepal
Standards (I AS) .

These financi al stateReMB} seianhnw®apresenhed
in which the majbranyaofi bhe &reugenomin

. ADOPTI ON OF | NTERNATI ONAL ACCOUNTI NG STA

|l nt he current year , the Group has adopt
Standards for the first ti me:

| AS BBnanci al I nstruments: Recognition a
| AS A0Ovest ment Property

Revisions to a number of other | AS al so
matters of detailed application ewhifcoor ha
the current or prior accounting periods.

. SUMMARYSIGENI FI RBBCOUNTI NG POLI CI ES

The financi al statements have been prepa
reval uation of l and and buildengsi aaidp a
accounting policies adopted are set out
(aBasis of consolidation
The consolidated financi al statements
Company and enterprises‘'scbeast’'dombaedes by
to Bécember each year. Control I's achi
to govern the financi al and operating

obtain benefits from its activities.

2



NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 31ctomBEQEMBER 2001

4. SUMMARY OF PRI NCI PAL AGCOWUMNITTI NGe @O0L 1 CI

(aBasis of <cocoaolndadi on

On acquisition, the assets and 1|

val ues at the date of acrqgeuhosliderosn.i sT hse
the misn@miotpyorti on of the fair values
The results of subsidiaries acquired o
the consolidated i ncome agstqaiti smeé ntonf oo m
effective date of disposal, as appropr
Where necessary, adjustments are made
bring the accounting policies wused nt
the Group.
All i i gant intercompany transactions
are eliminated on consolidation.
(b)nvest ments in associates
An associate is an enterprise over whi
significant infpbaehoa, ihhtbeghHipanci al
decisions of the investee.
he results and assets and | iabil es
tatements wusing the equity method of
invest mendusedsto recognise any impair
i nvest ment s.
Where a group enterprise transacts wi
profits and | osses are '&limieaaeetd tt |
assoccape, weaeare unrealised | osses provi
asset transferred.
(cBoodwi | |
Goodwi | | arising on consolidation repr
over t'sei@Gteuwupst in the ftas randlluiea hoifl
a Subsidiary, associate or jointly cCo
Goodwi | | i's recognised adiar dasets aod
an assessment of its useful i fe.

23

ES



NOTES TO THE ACCOUNTS
FOR THE EMNMRBRD 31 DEGEWMBERR r0é&d

4. SUMMARY OF PRI NCI PAL AGCCOMUMNITI NGe 8OLI1 CI ES

(cBoodwiclohti nued

Goodwi I | arising on the acquisition of
amount of the associadgei siGoioadmwi dfl suhbs
jointly controlled entities is present
On di sposal of a subsidiary, associate
amount of unamortised goodoni Itlhea sprionfcil
|l oss on disposal.

(dNegative goodwi ||
Negative goodwi || repsespnéseshei excles
the identifiable assets and I|liabilitie
entity atcghbhesdatenobébver the cost of a
released to income based on an analys
bal ance resulted. To the extent that t
expenses anateiphtadqgqatsttheod, it is r
in which those | osses or expenses ari
recogmriszedcomd ionmne & asstirsaiogrletr t he r emai
of the iaccgrutidrdepdatbd ieasset s To the exte
goodwi I | exceeds the aggr egatnmo nfeaiarr yv a
assetrse,coigtminzsechcome i mmedi atel y.
Negative goodwi | arising on theéhacqui
carrwalnmpé that associate. Negative go
subsidiaries or jointly controlled ent
as a deduction from assets

(eRevenue recognition
Sal es of gnoiosdesd awhee nr egcooogd s ar e del i ver
Rent al income is recognised when the r
Hotel services income is recognised wh

(fleasing

Leases are classified aermenamcd hlee d £¢
substantially al/l the risks and reward
are classified as operating | eases.
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NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 31c obnBdEWMBeEdR 2001

4 .

SUMMARY OF PRI NCTIPNMWG PAGLCICOQINE $ nued

(flLeasicnognt i nued

(9)

Th

e

Amo
amo

al
t h

Re
t e

Th

As
vV a
i n
di
ac
as
ob

I
e

-~ 35

(2]

f

Ren
bas

Fo

Tr

exc
den

b a
or

On
tr
e X
di
tr
e X

T 9 T O

Group as |l essor

unts due from | essees under finance
unt of's tihhet Grmwest ment in the | eas
ocated periacd®»umnodiag to reflect a c
‘Gr e i nvestment outstanding in re€
t al i ncome f rrem ogpoenrz @atdli sntgre al ilegalsties 0 s
m of the relevant | ease.

Gs olups e e

ets held undercofgiama mce elt sa vds tairee Gr
ue at the date of acquisition. The

t he balance sheet as a freanesehéat
ference between the total |l easing ¢c
uired, are charged to the income st
to produce constant periodi ¢heate

i gations for each accounting period
tals payable under operatindgi heases
is over the term of the relevant | e
eign currencies

nsactions in currenciecr dedeat tthlaen |
hange prevailing on the dates of th
ominated in such currencies are re
ance sheet date. Prof i tde danidn | noests epsr
|l oss for the period.

consolidation, the 'aseetessaas dpaba
nsl ated at exchange rates prevail i
ense items are trenrsdtad s df art tthhee paevr
ferences arising, I f any, ar's cl ass
nsl ation reserve. rSeuccohg riszeeirdsd ame oar
enses in the period bh.which the op
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NOTES TO THE
FOR THE YEAR

ACCOUNTS
ENDED 31c oonBAEWMBeEIR 2001

4. SUMMARY OF PRI NCI PAL AGCOWMUMNTTI NGe @OLI CI ES
(h Retirement benefit costs
Payments to defined contribution retir
as ythall due. Pamaneand esd nraaltei rteomesntta tbee n
dealt with as payments to defobéedgabhnbo
under t he schemes are equivalent t o
retirement benefit plan
() Taxati on

The charge for current tax i s based on
which -aseeqnovabl el bcadcsiadi mgvedax rates
been enacted or substaritively enacted
Deefrred tax is accounted for using the
temporary differences arising from dif
assets and liabilities in the financi al
in twomputtati on of taxable profit. I n
recogni sed for al |l taxable temporary
recognised to the extent t hat It i's p
against whechetpdouvatybdi fferences can
l'iabilities are not recognised 1 f the
negative goodwi | |) from the i nitial
combination) oftioéeseirnasstetanaadtil ombwl
tax profit nor the accounting profit.
Deferred tax Iliabilities are recogni se
i nvestments in subsidiaries and associ
where the Group is able to control the
probable that the temporary difference
Deferred tax is calculated at the tax
the asset is realised or the I|liability
the income statement, except when it r
equity, in which case the deferred a X
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NOTES HIEEO ATCCOUNT S
FOR THE YEAR ENDED 31c obnBdEWMBeEdR 2001

4. SUMMARY OF PRI NCI PAL AGCCOMUMNITI NGe 8OLI1 CI ES

(i)

()

Taxatconti nued

Deferred tax assets and |iabilities ar
by the samerittakxkaamnodont et Gr oup i ntends
and liabilities on a net basis.
Property, plant and equi pment

Land and buildings held for use in the
for administratiwne ther pboasleasn,c earsehe®t ate
amount s, being the fair value on the
reval uati on, |l ess any subsequent acclt
performed with sufficienbpuntegdbasi hgt s
materially for that which would be det
dat e.

Any revalwuation increase arising on th
credited to the propertiext ernetv atl huaatt iiotn
reval uation decrease for the same asse
which case the increase is credited toc¢
decrease previously charged. M tdheecr e a
revaluation of | and and building is <ch
the balance, i f any, held in the prope
revaluation of that asset.

On the subsequent sal eproaperrdatyi,r etnheent a
revaluati on surpl us remaining i n t he
accumul ated profits.

Properties in the course of constructi
purposes, or for purpamrsrisedodt yedastdetle
i mpair ment | oss. Cost i ncludes profes
borrowing costs capitalisseadcciormnacaoagr g
Depreciation of these astsetassotns,t heo mr
when the assets are ready for their in
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NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 31c dDEtCIEMMBER 2001

4 .

SUMMARY OF PRI NCI PAL AGCOUMNTI NGe &@OLI CI ES

()

(k)

Pr

De
co
me

L a
L e
Pl
Of
Mo

Th
t h
is

Ce
pe
di
t h

ap
ar

pr

operty, plamgtonanduegqgui pment
grneation is charged so as to write of
nstriuct pooogweers st hies ef uelstliimad di msei ng

t hod.

Usef ul l i ves
nd and buil di B@spear s
asehold i mprove&mfertear s

ant and machinelrOy year s
fice equi pment 8 years

tor vehicles 8 years
e gain or |l oss arising on the dispos
e difference between the sales proce
recognised in income.
rtain above assets are stated at val

riodically with the | ast valuation p
rectors review the carmyti ng waldee wdfe
e di rogdtnoromn there has been a materi a

vest ment property

vest ment property, whi ch (S propert
preciation, i s stated at Gatasfarr|l o:¢
ising from change in the fair value
ofit or |l oss for the period in which
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NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 31c obnBdEWMBeEdR 2001

4 .

SUMMARY OF PRI NCINCALP QLG CEGENSTIl nued

()

(m)

(n)

| mpair ment

At
an
h a

each balance sheet date, the Group
d intangible assets to determine whe
ve suffered an i nrpdiiaateinan leoxsiss.t sl, f t

amount of the asset i s estimated in or

| o
i n
un

| f
| e
i s
e X

ss (i1f any) . Where it 'S not possi b
di vidual asset, the Gnoupfgsehematsmg
it to which the asset belongs.

the recoverablegemeuvmat i aoff ani apses
ss than its carrying amowrmhertheé ngauw
reducedalloe ianourmndcovliempai r ment | 0s:
pense i mmediatel vy, unl ess the releva

amount, in which case the impairment |

Wh
(c

- — o ~s
5 O W O O C

O < O o —
>S5 9 O 9 T

ere an impairmeatsédsstsaabcsagueinnd ya
aemerating unit) is increased to the
t so that the increased carrying amo
uld have been detesmsi bednhadcogni mpd
aemerating unit) in prior years. A r
Il ncome i mmediately, unl ess the rele
which case the revetsaehbht od dadriea i mg
crease.

ventories

ventories are stated at the | ower of
rect materials and, where applicable
ve been inchrerediviemt briegi ng t heir
ndi tion. Cost is calculated wusing ¢t
|l ue represents the estimated selling
d costs to be indudiredribumiaoki ng, s

ade receivabl es

ade receivabl es ar e stated at t heir
| owances for estimated irrecoverable
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NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 31c obnBdEWMBeEdR 2001

4. SUMMARYRORNCPPAL ACCOUNTI NG tPiOhL U €d ES

(o)nvestments in securities

|l nvest ment s I n secur idtatees baarsei sr eachodg na r
measured at cost.

At subsequent reporting dates, debt S
itnenti on and abilitsy-aabdburhiotlyd debtmadada
measur ed at amortised cost, | ess any
irrecoverabl e amounts. The annual amor
acqui siti-bmatodria yhesledcurity i s aggregqg:
i ncome receivable over the term of the
each period represents a constant yi el
|l nvest ment s-t-omher itlaxedred delcaugditfiieed
for tradi #gsraolre aavmad | aarbd emeasured at su
fair value. Where securities are held
| osses are included in oet apfasiadlel eor
i nvest ment s, unrealised gains and | oss
security is di sposed of or i s det er mi
cumul ative gain or | oss pr eva oruestl yp rrecefci
or | oss for the period.

(pBank borrowings

|l nt be@asti ng bank | oans and overdrafts a
of direct i1ssue costs. Finance charges
redemption,omarenaacoaaoatedalf basis and
amount of the instrument to the extent

which they ari se.
(gYrade payabl es

Trade payables are stated at their nom
(rProvisions

Proviagsieomecogni sed when the Group has
past event which i1t is probable wildl r
can be reasonably estimated.
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NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 31c obnBdEWMBeEdR 2001

4. SUMMARY OF PRI NCI PAL AGCCOMUMNITI NGe 8OLI1 CI ES

(s¥ash equivalents

Cash equi valentesr nmephiegleliny s t dstiplwarve i nv
insignificant risk of changes in value

5. REVENUE
An analysi's ofeviemde@ssums f ol

2001 2000
RMBO 0 O RMBO 0 O

Sales of goods 301,251250, 093
Property rent al I ncome 37,182 38,026
Hot el operations 4,173 4., 777

342,606292, 896
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NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 31c obnBdEWMBeEdR 2001

6. BUSSINESS AND GEOGRAPHICAL SEGMENTS

Business Segments

2001
Segment information about-these business
For the year ended 31 Decemb
Sales of Hotel
goodsLeasionpger aEl bmn&bneonki dat ed
RMB0O 0 ORMB0O 0O RMBO O ORMBO OO RMBOOO
REVENUE
External sales 301, 2537,182, 173 - 342,606
I ngraup sal es 15, 836 - 912 (16, 748) -
Total revenue 317, 083%7,18%, 085(16, 748%2,606
RESULT
Segment resul't 19, 06@8,512208 47,780
Unall ocated corporate
expenses (22,879)
Profit from operations 24,901
Finance costs (14,515)
Share ofotioatsenf as (502)
I ncome from investments 17,873
Amortiaehtnegative
goodwi I | 567
Profit before tax 28,324
Taxation 83
Profit after tax 28,407
BALANCE SHEET As at 31 December 2001
RMB0O 0O RMBO OORMBO 0O RMBO0O 0 0
ASSETS
Segment assets 480, 2429,8998, 937 611, 077
I nvest ments in
associates 9,157
Unalcloo patread e
assets 62,150
Consolidated total assets 682, 384
LI ABILITIES
Segment liabilil2ds 868, 6721, 232 137,771
Unall ocated corporate
l'iabilities 194, 232
Consolidated total Iliabilities 332,003
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NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 31c obnBdEWMBeEdR 2001

6. BUSSINESS AND GEOGRAPHICAL SEGMENTS - continued

2 00 For the year ended 31 Dece
Sales of  Hotel .
goodsLeasi Oger atGomsso!l i dat ed
RMBO 0O RMBO O ORMBOOO RMBOOO

REVENUE

External sales 250, 088,026 4, 777292, 896

RESULT

Segment result 222% 29,634 191 52, 354

Unall ocated corporate

expenses (22,004)

Profit from operations 30,350

Finance costs (16, 416)

Share of profit of associates 2,076

I ncome from investments (545)

Amortiehtnegati ve

goodwi I | 567

Profit before tax 16, 032

Taxation (415)

Profit after tax 15,617

BALANCE SHEET As at 31 December 2000
RMB0O 0 RMBO O ORMBO OO RMBOOO

ASSETS

Segment assets 445,5883,27210,867579, 728
I nvest ments in
associates 43,351
Unall ocated corporate
assets 69, 7614
Consolidated total assets 692,843
LI ABILITIES
Segment liabilities 144,162,646 1,362158, 170
Unall ocated corporate
l'iabilities 210, 732
Consolidated total Iliabilities 368,902



NOES TO THE ACCOUNTS
FOR THE YEAR ENDED 31c obnBdEWMBeEdR 2001

6. BUSSINESS AND GEOGRAPHICAL SEGMENTS - continued
Geographical Segment s

The Groaper ati ons ar e Slastcealt eAlM&SiH cPaRQ, Un

Canada.

The f oildaoaMiaymegi s Osfr etviedgyedos grugpmatrn lcatl, i rres

of the origin-of the good/ services:
Revenue by geographi
Year endé&e@éar ended
31/ 12/ 20@1/12/ 2000
RMBO 0 O RMBO 0 O

PRC 238,770 248,923

USAand Canada 10836 43,973

342,606 292,896

The following is an analysis of carryin

propelrasynd eqgnail ymendt ,bya talreciage whr apht bal a

| ocat ed:

Car
of

D <

rying Adnbiutnitons t o
segment asegtud pment
31/12/3200Pr/20002/ 26860212/ 2000
RMBO 0 ORMBO OO RMBO OO RMBO 0 O

PRC 651, 194949, 626 3, 822 5,061
USA @amada 31,1893, 217 167 4 4 4
682, 38842, 843 3, 989 5, 505

7. PROFI'T FROM OPERATI ONS

Profit from operations has been arrived

2001 2000
RMBO O RMBO 0 O

Writtenopket aof ngrexpenses 4,158 -

|l ncrease / (decrease) in prad¥igib5oml2f29r i
Derpeci ati on and amortizatidh, 2081, 258
Loss on disposal of proper2y226pllzabnt and
| mpai r me rptr olpoesrst yon pl ant and88qui pment
Decrease i bagrdebsson for (3, 2655, 705)
Staff costs 22,5446, 673




NOES TO THE ACCOUNTS

FOR THE YEAR ENDED 31c obnBdEWMBeEdR 2001

NVESTMENTS
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NOTES TO THE ACCOUNTS

FOR THE YEAR ENDED

3 1c oonBEAEMBeEAR 2001

12 .EARNI NGS PER SHARE
Earnings per share nmeat abt@irsreifdd udra bt k@eft Gr aWh
RMB8, 199,200@5, R¥YB ,ah@O0 on 163,416, 000 (20C
shares RMB 1 each in issue.
13PROPERTY, PLANT AND EQUI PMENT
Lad anldeasehoPHant a©®dfi ceMot or
bui |l di mgsovemarcthi nerqui pmeahi cl €Est al
RMBOOORMBOOO RMBOOO RMBOOORMBOOORMBOODO
COST OR VALUATI ON
At 1 Januar $620805 - 58, 16212, 1346 8@ 238, 183
Transfer from other
noaurrent asset-s 16, 318 - - - 16, 318
Additions - - 2,087 705 1,1973, 989
Di sposals (2,377) - (827)(1,207)474)(4,885)

Di spoasallbsofdi a(r551)

(172) (242) (965)

At 31 Decemhé&B,80016,318 59,42211, 4606,56252, 640
ACCUMULATED
DEPRECI ATI ON
At 1 Januar y4 02080714 - 22,1785,6563,26171, 969
Transfer from other
noaurrent asset-s 6, 458 - - - 6, 458
Chge for theb5y®@a&m - 4,760 1,023 842 11,674
Writtem back
di sposals (1,335) - (557) (26) (378)(2,296)
Di spoasallbsafdi a(rly36) - - (162) (242) (540)
Il mpair ment | o0ss - - - 489 489
At 31 rDede@mbdes, 452 6,458 26,3816,4913,97287,754
NET BOOK VALUE
At 31 Decemhéewn,2Q2619,860 33,0414,9692,59164, 886
At 31 Decemhepn, 2800 - 35,9846, 4782 821166, 214
At cost 63,931 16,318 36,95911, 4604, 16432, 832
At revaluati94n, 946 - 22,463 - 2,39919,808
158,87716,318 59,42211, 4606,56252, 640
Certain of the above asseatgshuaf (tSthe kGrugu [
Public Accountants, professionalopenl uer s
mar ket basis and carried inAha cessbtid
appraisal, an i ncrse aseagitpy obail nuaet eolfy tRiMB 4G
as at 31 December 1994 was credited to p
of the opinion that the carrying value o
approximated the open mar ket value since

36



NOTE TO THE ACCOUNTS
FOR THE YEAR ENDED 31c obnBdEWMBeEdR 2001

141 NVESTMENT PROPERTI ES

Certain of the investment properties of
Certified Public Accountants, proéessio
appraised on the open mar ket basis and
val uati on. As a result of t Hhse ianpvpersatinsean
properties by approximately RMB37,t3045, 00
property revaluation reserve. The direct
the i nvestment properties as at 31 Decem
since 1994.

The property rental i ncome ndarpmedeby yt h

which is | eased out unded37 ,0p&2,20M®Bg RMHB s
38,026, IO ect operating expenfsers the syaeg

amounted@, 1@O0REBO6G:, 4REPMB 00O

15CONSTRUCT IRONE RIEM SP

RMB0O 0 O
Cost
At 1 January 2001 1,199
Addi ti ons 10, 305
At 31 December 2001 11,5014

16. OTHER -CIORRENT ASSETS

RMBO 0 O
Cost
At 1 January 2001 13,931
Addi ti ons 2,387
Transfer to propetty, plant an@dleéeg8ilp)
At 31 December 2001 -
Amortisation
At 1 January 2001 2,929
Charge for the year 3,529
Transfer to property, plant and 6e @wbi8pmer
At 31 December 2001 -
Net book value
As at 31 December 2001 -
As at 31 December 2000 11, 002

Ot hetumaommnte parsesseetnst | easehol d | mpr ovemen
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NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 31c obnBdEWMBeEdR 2001

17.

| NVESTMENT I N SUBSI DI ARI ES
As at 31 December 200bsitdheardetsaialre afs ff
Pl ace of

establi Ahmentbiut abl e
Subsidiariesoperatégmity i ntPerienscti pal acti vity

ConsolSuhlsaitdeidar i es
Shenfang Building BSRGte 100% Property management
Managermegnt Co. ,

Sheemmrz hFeng Sheng PRC 100% Manufactur,ng of cl o
Gar ments Co. , Ltd. cloth and materi al
Shenihelnan PRC 100% Manufacturing of bed
DecBradu&®s | nd. and decorating prod
Shenzhen Huagiang HORCI 100% Hot eli oconpse,r actat eri ng

and business center
operations

Shenzhen Lisi I ndusPtRrG al B®O0O0% Material supplies
Devel opment Co. , Ltd.

Shenzhen Zhong Xi ngPRO bre75% Manufacturing and tr
Products Co. , Ltd. of fibre products
Shenzhamnkli ng G PRC 100 Manufacturing and tr
Shoes and Hose Co. , Ltd. of sporting shoes a
ShenzhenlLuwhkynf ang PRC 55 % Manufacturing of dig
PhotiocMlae etri ams Co., Ltd. monitor and relevan

consumabl es and part
Ji anganl iX Thread CoPRCLtdS50.1%Manufacturing and tr
of synthetic fibre
Shenzhen Shenfang IPfRpCort A% #ExXmeotrt and export tr
Co., Ltd. textile
Busi neslsntFeaintah i onthdn dCoKq a @688 # Tr adi ng

Unconso$uldsaiteidar i es

Dar wlimternati onal H®m.g, Kotndgo0% | mport and export tr
Shenzhen Dahong Tex®Rd e CbO00%LtMAnufacturing and tr

of textile products
Shenzhen Risen TextARG® Tedboé&l avtpynuf act uring of dye
Deovpement Co., Ltd. materials *
Shenzhen Textile (ModdowglOO0O% Trading *
Moscow Diana Co. , Ltd.
Shenzhen Fenghua ZhRRC 75% Manufacturing of fas
Dai Factory Co., Ltd.
Shenzhen LiEfgaun o meaitrnReth g 100% Manuf acotfureinnegr gy
Co. , Ltd. saving equipment*



NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 31c obnBdEWMBeEdR 2001

172 1l NVESTMENT | N SuBSINtDInAUR dE S

* Not required to be concseoalsiedda ttehde ias btubsa
' i quidation and / or laoldiumag bbtescrapuasney rod
oper ati ontserumdreas tl roinagt i ons .

# The Group has the majority of voting
directors.

2001 2 000
RMBO OO RMBO OO

l nvest ment in unconsolidated 1.sQub&4 dlioar84ers, at

| mpairment | oss (3,822)Y(652)

/7. 025 10, 195

18. | NVESTMENTS I N ASSOCI ATES

2001 2000
RMBO OO RMBO OO

Unlisted investment
S h & eats soeft s 43,08743,640
Amount due th efrom 7,726 2,976
Amount due th eto (41,656)3, 265)
9,157 43, 351
At 31 December 2001, details of the prin
Pl ace of
establishAmeéeni butabl e
Name operatie@muity int@ereésnttipal activity
Shenfang China EaBRC 50% Manufacturing of el ec
El ectronics Co. , Ltd toys
Shehzhen Label WeBRCng 50% Manufacturing and tra
Factory Co. Ltd. of | abel tags
Shenzhen TlaanlongPRﬁZdustrEO% Manufacturing and tra
Trading Co. and of fhogoad t h ball s,
and textile related
Shenzhen Xieli PRC 50% Mot or vehicle repair
Automobile Co., Ltd. mai ntenance services
Shenzhen Kunhwa PRC 45 % Dyeing
Dyeing Co., Ltd.
Longwell DevelopmPRC Priadadiag¥uh«rocessing of cordurc
and Dyeing Co., Ltd.
Mi r agpean()Sao. , LGodnmo nwe al 3 5% Manufacturing and tra
of Northern of luandlie@d ake
Mariana | slands knitting apparel
Shen zohlpe nFoTr m PRC 30% Manufacturing and tra
Under wear Co. , Lt d. of | adies under wear
Jujiang Hong Fa RePRIC Est aBO % Readroperty devel opme
Devel opment Co., Ltd.
Shen Hu Textile CBRC Ltd.20% Texpridacduct s
ShenzhenanHuzahlii an PRC 20% Il nvest ment hol ding
(Hol ding) Co., Ltd.
Shenzhen Xin FangPRExtil e20% Texpridaduct s
FaCd .or yLt d
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NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 31c obnBdEWMBeEdR 2001

19. OTHER | NVESTMENT

2001 2000
RMBO 0O ORMBO 0 O

Unhsit edtest ment , at cost 73,3180, 205
| mpairment | oss (42,3178PR, 147)
30,9481, 058

201 NVENTORI ES

2001 2000
RMBO 0O ORMBO 0 O

Raw materials 10,8268, 769
Work in progress 6, 480 -
Fini shed goods 24,4438, 293
41, 7587,062
Il ncluded above are raw materi al woiral
progrods sRMB6 82 ,NGO0 Oa n(d2 0Of0iOni:shed goods o
RMB15, 026, 000) carried at net realisa

2. ]l NVESTMENTSHRI NI &5

2001 2000
RMBO 0O ORMBO 0 O

Listedeequitty eajroeats| esd,dd@ 8, 402

PRC government bonds 104 104
4,5078,506

Mar ket ivsatl euds exjuwrititilyeaed sa n c e

sheet date 4, 4038,402

2. SHARE CAPI TAL

2001 2000
RMBO 0 ORMBO 0 O

Regi stered, issued and fully paid:

108,332,000 domestic shdmNé8s 3@&fD 8R M 21
22, 08N, Bhh@res of RMB 1 e2a2c,ho822, 084
33, 00®, h@&dres of RMB 1 e3a3,h00@33, 000

163, 4163, 416

e

a



NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 31c obnBdEWMBeEdR 2001

23. RESERVES

Stat utStrayt ut Brgperty
NegatiCxei t aslur pl upubl i ceval vlactciuomu | a
goodwirlelserveserwel farer ési@dvel 0ss Total
RMBO O RMBOOORMBOOORMBOOO RMBOOO RMBOOORMBOOO

Bal amc® hanuary 200086, 195,951 13,63681,639(85,5®d)O, 915

Negative goodwill arising from

consolidation 8, 508 8, 508
Amorpbnzafinegati(ve679)oodwi | | (567)
Revaluation deficit (8,457) (8,457)
Recl assification 375 (375)

Net profit for the year

- as previously reported 25,(630
- prior year adjustments (note 24) (9,/882)
- as restated 15,7485, 748
Bal amc2%1 aDecembe®, 000, 738, 326 13,26181,639(69, 788, 147
Amortization of @M=&7Ative goodwill (567)
Net profit for the year 28,1928, 199
Ban@ae at 31 Deceimb3»®4720@ 38 , 326 13,26181 6 639(41, 583, 779

According t's Ahei Cloenpaolyy Assoecil @viaon & ad
policies, after 'setbtcnqubhtedf| bbee€omph

tomake a transfer at the rate of 10% fr
with the PRC accounting standards, of t

(O
h

t he reserve bal ance has reached 0% of

addi ti on, after sett of f of t he acc

i ng
transfer 5% to 10% from the profit after

ur

The statutory surplus reserve and ntghe <ce
pur poses:
i the statutory surplus reserve may be u
iia reserve may be converted into share
shareholders in proportion to their ex
vad uof the shares currently held by ¢tfF
reserve be no |l ess than 25% of the enl
The statutory public welfare fund shall
Compangmpl oypes; uanbdi zati on, an amount e
on the collective staff welfare shall be

to discretionary surplus reserve.

Pri orsetot ionfgf tsheacCamudmyt ed | appeopamdatt

lo

the statutory surplus reserve and the st

decl ar ed.
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NOTES TO THE ACCOUNTS

FOR THE YEAR ENDED 31c obnBdEWMBeEdR 2001

24PRI OR YEAR ADJUSTMENTS
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NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 31comBJdEWMBeEIR 2001

26. BORROWI NGS

2001 2000
RMBO 0 ORMBO 0 O

Bank 4 eansred 121, 72833, 000
—unsecured 54, 0063, 570
Othel eaims ecur ed 13, 2947, 372

189, 0283, 942

Thleosasnare repayable as foll ows:
On demand or within one y&8®8r 5146, 570
I n the second to fifth yeabO0iOnc7l,u3s7ad e
189, 0203, 942
Less: amount r epaytahbilne oomme demand or due
yelmowmdewmuriraebntl i ties (188, $498570)
Amount due after one year 500 7,372
The interest was char padad®atto V& (2DWG: rfant @
5.36% to 6. 34%).
27DlI VI DEND PAYABLE
Dividendhpayasblasm amounts dwlet itma tteh eh od odm pna
Shenzhen l nvest ment, tAdalRWBIS a48 3,e0 000 m(p.
RMBS8, 483, 000) .
28GAI N DNSPOSASIUBGH DI ARY
RMB0O 0 O
Prepaymeespasrsd tot her receivabl e 4 2
l nventories 4 2
Property, plant and equi pment 425
Accoumaysabl e (8, 596)
Ot her spagadbd eed expenses (1, 078)
(8, 735)
Cash and ®ank bal ance 5,521
Net | iabilities 3,214
Proceeds from disposal of the subsidiary
Profoint dl spos 3,214



NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 31c obnBdEWMBeEdR 2001

29. CONTI NGENT LI ABILITI ES

At the balance sheet date, the Group had

2001 2000
RMBO OO RMBO OO

ees f
|l ow s
ated

Gu r t S
- ry 86, 45094, 450
- 2,017

86 45006 . 467

-n o

ar an
A fe
A re

S c®
o<

The Gr oguipv emadguar antees for banking faci
Hol di ngs Compglaingndlai ani tseudbsi(di ar ¥ merft She

Admi ni strative Company, amounting to RMB
which RMB86, 450,000 (2000 : RMB94, 450, 00
dat e.

Due to the serious financi al di f faib¢ @l t i e
to repay the indebtedness arising from t

As at 31 December 2001, the correspondin
Company to repay the bank indebtedness
interest yagravése. anHowever, no | egal ac
recover t he Samaehret Ddue.ct or s wer e unabl
information for ascertaining with reason

ul ti mate obligatieens undéuditihge tQghuear amou
interest payable and expenses, the Group
of these contingent |iabilities.

30CAPI TAL COMMI TMENTS

At the balance sheet datle,cdrmmi tGnerutps :had

2001 2000
RMBO OO RMBO OO

d for but not yet provided for:
it n of property 6®&®d pl ant




NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 31c obnBdEWMBeEdR 2001

31PLEDGE OF ASSETS

The Groupdibadi ki tfs xed de@Pd®dg 20001 BB L, 255
and investment prodpeRMBless , 2i7d/ , ODWI0Ol di2@ O :
as security for ogenaenrtaeld banking faciliti

320PERATI NG LEASE COMMI TMENT

At t he baldan ee sheetGroup had out st anc
nomnancelolpeblag i ng | ease, which fall due a

2001 2000
RMBO OO RMBO OO

Il n second to fifth year i nk8Usi vWebl

33. RETI REMENT BENEFI T SCHEME ARRANGEMENTS

The Grecupapa@&istin a retirement benefit sc

“SAB'$ I The Group has obli
mont hly contributions to the scheme, whi
benefit scheme arn tahlel yoetalrer tehep e&ctou.p phi
the benefit retirement scheme totalling

S34RELATED PARTY TRANSCATI ONS
(i puring the year, the Group entered int
with rretliadse d: pa

For the year ended 31 December
Trade salTeesade puAmbast du Amount due theretc
2001 2000 2001 2000 2001 2000 2001 2000
RMBOO®RMBOO RMBOO®RMBOO RMBOO®RMBO O ®RMBOO®MBO OO

Shenzhen I nvest ment
Admi ni strative Company - - - - 37,46837,157
Associates 15,7053, 0078, 4684, 479, 7262, 9788656 3,265




NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 31ctomBEQEMBER 2001

S34RELATED PARTY TRANSWAWOGCTN uaNds

35.

36.

As di s
bankin
t aken
respec
with t
togeth
settl e

ed i
ci

n note 29 of the notes to
ties granted to Lionda. l

at chtei oQwrso urpe qtuoe sutnidnegr t ake t he |

t he
Kk,
h n
f

guarantees given of RMB 8,
during the year, the Grou
tee essdsowdi RtMB2, 000, 000 due
the cl ai m.

As at 31 December 2001, the amount due [
settl ement,

f u

l' 1 provision has been made

MPACT OF | AS ODBJPROMENTATTRI BUTABLE TO
SHAREHOLDMANEDS ON NET ASSETS

Profit attributable to
sharehol der dNetAssets
2001 2000 2001 2000
RMBOOORMBOOORMBIOOORMBOOO
(As restated()As restated)

Under PRC accounting stan2&ar2ad862238331 303,64278, 438

Adjustments to

Amortization o
Overprovision

conf

orm with | AS:

f negative §6a@ddwi bI67

for

depr eci2gt3iddn 20,f3 4i6riBe HAtS5melnlt, IprGoper t |

Written-opffraof ngrexpenses2, 410)2, 410 - 2,410

Il mpairment | os
Underprovision
Written off of
Provi diaan dfedn s
Ot her s

As restated in

S on
for
i nt

conf

uncon(sd,l 854t ed s@RsiB&I4aries
|l oss qf50sbub(sid2&fled 86 1p r2edBvii)ou s

angible788sef(6, 050»H, 2626, 050)
5,075 (5,075) - (5,075)
(10) - - 15

ormi ty2®%i0.B9NAS74B07,198279,563

COMPARATI VE FI GURES

Certain comparative figures have been r e
y e'asr pmteastei on.



