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Shenzhou International Group Holdings Limited (“Shenzhou
International”) and its subsidiaries (collectively the “Group”) is one of
the largest vertically integrated knitwear manufacturers in the world.
The Group is principally engaged in the manufacturing of high-end
knitwear for the customers by the method of combining OEM and
ODM.

The Group’s fabrics production base is located in Ningbo Economic &
Technical Development Zone, the People’s Republic of China (“PRC”)
and Tay Ninh Province, Vietnam, and the Group has strategically
set up garment factories in Ningbo and Anging of China, Ho Chi
Minh City and Tay Ninh Province of Vietham and Phnom Penh of
Cambodia. The Group also established sales offices or representative
offices in Shanghai, Hong Kong and Osaka. The Group currently
has approximately 92,030 employees. The area of the factories is
over 6.35 million sg.m. and floor area covers over 4.77 million sq.m.,
which can produce various knitwear of about 420 million pieces.

The Group focuses on producing knitted sportswear, casual wear
and lingerie wear for major international renowned clients including
NIKE, UNIQLO, ADIDAS and PUMA. The products’ markets are
widely spread in Mainland China, Japan, Asia Pacific, Europe and
the US.

Shenzhou International was listed on the Main Board of The Stock
Exchange of Hong Kong Limited (“Stock Exchange”) in November
2005 with an aim to be the most competitive knitwear manufacturer
in the world. The stock code of the Company is 2313. Shenzhou
International was included in Hang Seng Composite Index, Hang
Seng Composite Industry Index (Consumer Goods) and Hang
Seng Composite MiddleCap Index, all effective from 8 March 2010.
Shenzhou International has also been included in MSCI Index since
1 June 2013. Meanwhile, Shenzhou International has been included
in Hang Seng Corporate Sustainability Benchmark Index Series since
September 2015. Furthermore, the Group has become a constituent
stock of Hang Seng China Enterprises Index from 5 March 2018
and a constituent stock of Hang Seng Index from 10 September
in the same year. In April 2018, the Group was selected by China
Exchanges Services Company Limited (“CES”) as a constituent
stock of the CES Belt and Road Index, in recognition of the Group’s
contribution to the Belt and Road Initiative.

With effect from March 2021, Shenzhou International was included
in the Hang Seng Stock Connect Hong Kong Top Shareholding 50
Index.

N B PR SE B #2AR B FR 2 & Shenzhou International Group Holdings Limited
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In 2010, Shenzhou International was recognised by Forbes
Asia as one of the “Best Under A Billion” companies. Shenzhou
International was selected by Finet and QQ.COM as one of the
“Top 100 HK Listed Companies” in 2012, 2015 and 2016. In
addition, Shenzhou International was recognized as one of the
“2015 Best Listed Company in Corporate Governance” by Ta Kung
Pao in November 2015, and was awarded “Best Investor Relations
Listed Company 2017” prize by Ta Kung Pao in 2017. Meanwhile,
Shenzhou International was awarded “The Largest Capitalization
Private Company Award” in Mainland Enterprises Listed in Hong
Kong Ranking by Yazhou Zhoukan in 2015 and 2018. In addition,
Shenzhou International was awarded “ENTERPRISE AWARD 2016”
in the DHL/SCMP Hong Kong Business Awards 2016. In 2017, 2019
to 2023, Shenzhou International won “Best IR Company (Large-
cap)” at the third, fifth to ninth Hong Kong Investor Relations Awards
organised by Hong Kong Investor Relations Association (HKIRA).

In addition, Shenzhou International was named as one of the
“Asia’s 50 Top Listed Companies 2018” by Forbes Asia in 2018.
Meanwhile, Shenzhou International was awarded “Listed Companies
Awards 2018 (Apparel)” by Hong Kong Business Magazine in
2018. Furthermore, Shenzhou International was awarded “ListCo
Excellence Awards 2018” by am 730, PR Asia and Roadshow
in 2018. Shenzhou International was awarded “The Hong Kong
Corporate Governance Excellence Awards 2018: Award for
Sustainability Excellence” by The Chamber of Hong Kong Listed
Companies in 2018, awarded “2018 Golden Lion Award: The Best
Listed Company” by Sina Finance, and awarded “The 8th China
Securities Golden Bauhinia Awards: Best Investment Value Award
for Listed Companies” by Ta Kung Pao. In addition, Shenzhou
International received the “Hong Kong Outstanding Enterprise 2020”
award under the blue chip category from Economic Digest in 2020.

In 2019 to 2023, Shenzhou International was named as one of the

winners in the “Listed Company Awards” five years in a roll by Hong
Kong Economic Journal.
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Financial Highlights

BERFFEMFEN KEY FINANCIAL INFORMATION FOR THE LAST
FIVE YEARS

BE+-B=t+-HLEE /W+-B=+—H
For the year ended 31 December/As at 31 December

ZEZ= k-t ;3 Z”-F ZEI%F —E—HE
2023 2022 2021 2020 2019
TERBKER Key Financial Information
(AR¥F7) (RMB’000)
HER Sales 24,969,792 27,781,412 23,845,006 23,030,648 22,665,272
R Ap b Profit before income tax 4,995,501 5,262,073 3,823,316 5,612,426 5,571,743
FEFB Profit for the year 4,557,263 4,563,165 3,371,679 5,082,645 4,958,536
BREER AELEFRE Profit attributable to
owners of the parent 4,557,263 4,562,783 3,371,702 5,106,736 5,095,206
FRBEE Non-current assets 20,131,649 17,328,331 15,622,465 13,297,911 11,360,620
TEEE Current assets 28,479,488 26,164,534 26,509,441 23,553,850 20,494,238
iR Current liabilities 13,384,483 10,259,437 13,532,431 8,852,625 5,684,718
MBEETE Net current assets 15,095,005 15,905,097 12,977,010 14,701,225 14,909,520
BmEE Total assets 48,611,137 43,492,865 42,131,906 36,851,761 31,854,858
BEERRBEE Total assets less current liabilities 35,226,654 33,233,428 28,599,475 27,999,136 26,270,140
gy Total equity 32,867,316 30,765,784 27,783,063 27,270,830 25,191,327
RehReEEY Cash and cash equivalents 11,596,453 7,369,498 6,687,623 8,227,060 5,060,896
TEMHILE Key Financial ratios
EFIE%) Gross profit margin (%) 24.3 22.1 24.3 31.2 30.3
BHIEE %) Net profit margin (%) 18.3 16.4 14.1 22.1 21.9
EABBELE%)" Gearing ratio (%) 36.8 29.9 38.1 24.2 15.8
MENLLE (8) Current ratio (Times) 2.1 2.6 2.0 2.7 3.7
FEWRT 2 B EEH (H) Accounts receivable
turnover period (days) 73 56 59 62 58
FEZBEH (H) Inventory turnover period (days) 120 109 116 116 122
B EE - Note:

1. BXBERXZAEAEREESBENAEM 1. Gearing ratio represents the ratio between total outstanding borrowings
HEmZ o and total equity.

4 N B PR SE B #2AR B FR 2 & Shenzhou International Group Holdings Limited
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HMERBENDSHNAEERIHEEZEE REVENUE BREAKDOWN OF THE GROUP BY
PRODUCT CATEGORY

BE+T-B=+—HLEE

For the year ended 31 December

—ECZE ECCFE _BC—F _ECBE —E-hE
2023 2022 2021 2020 2019
ARETR % ARETRT % ARETT % ARETT % ARBEFT %
RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %
BER By product

EHE Sportswear 18,031,526 722 20,869,553 751 17,612,128 739 15940917  69.2 16321975  72.0
LN Casual wear 5,672,653 227 5751,836 207 4,720,735  19.8 4480518 195  5387,683  23.8
BEe] Lingerie wear 1,066,643 4.3 819,133 3.0 1,040,246 44 1,032,917 4.5 802,852 35

Htdt 8, Other knitwear 198,970 0.8 340,890 1.2 471,897 1.9 1,676,296 6.8 152,762 0.7

HEBE Total revenue 24,969,792 100.0 27,781,412 100.0 23,845,006 100.0 23,030,648 100.0 22,665,272  100.0

4.3% 0.8% 3.0% 1.2% 4.4% 1.9%
. (0] . (o] "
- 22.7%

72.2% 75.1% 73.9%

0.7%
6.8% 3.5%

23.8%

69.2% 72.0%

. K148 Casual #EE)¥F Sports . 13 Lingerie . HAh&t#i& Other knitting
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B AHATNEERHESE

REVENUE BREAKDOWN OF THE GROUP BY

MARKET

BE+-B=+—HLEE

For the year ended 31 December

ZgCZ= BT E “2T-fF “2IZF “2-hEF
2023 2022 2021 2020 2019
ARETR % ARETR % ARETR % ARETRT % AREFTRT %
RMB'000 %  RMB'000 % RMB'000 % RMB'000 % RMB'000 %
BhiG By market
BfRH & Revenue from
international
market
BUN Europe 5,027,285 20.1 6,215,018 22.4 4,732,599 19.8 3,679,117 16.0 3,890,278 17.2
ESE] us 3,879,987 15.6 4,873,358 17.5 3,805,130 16.0 3,115,229 13.5 3,475,427 15.3
HA& Japan 3,675,539 14.7 3,926,014 141 3,346,908 14.0 4,795,807 20.8 3,542,572 15.6
Hittm 5 Others 5,262,929 21.1 5,692,876 20.5 4,392,024 18.4 4,117,871 17.9 4,614,239 20.4
TEIEIAEE  Revenue from
China domestic
market 7,124,052 28.5 7,074,146 25.5 7,568,345 31.8 7,322,624 31.8 7,142,756 31.5
SHE R Total revenue 24,969,792 100.0 27,781,412 100.0 23,845,006 100.0 23,030,648 100.0 22,665,272 100.0
14.7% 14.1% 14.0%
19.8%
20.1% 22.4%

15.6%

16.0%

17.5%

15.6%
31.5%

[v)
16.0% 17.2%

17.9%

13.5% 15.3% 2%

. [ 9 §8 & Domestic Sales . HAbT145 Other markets
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Shenzhou International Group Holdings Limited
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(as at 26 March 2024 (the “Latest Practicable Date”))

REGISTERED NAME

Shenzhou International Group Holdings Limited

CHINESE NAME
FONEIPREEZERARAE

BOARD OF DIRECTORS
Executive Directors
Mr. Ma Jianrong (Chairman)
Mr. Huang Guanlin
Mr. Ma Renhe
Mr. Wang Cunbo
Ms. Chen Zhifen
(resignation effective on 31 January 2024)
Mr. Hu Jijun
(appointment effective on 1 April 2024)

Independent Non-executive Directors
Mr. Jiang Xianpin

(resignation effective on 1 April 2024)
Mr. Zhang Bingsheng
Ms. Liu Chunhong
Mr. Liu Xinggao
Ms. Wang Feirong

(appointment effective on 1 April 2024)

COMPANY SECRETARY
Mr. Chan Tak Hing Kenji

AUTHORIZED REPRESENTATIVES

Mr. Wang Cunbo
Mr. Chan Tak Hing Keniji
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Cricket Square

Hutchins Drive, P.O. Box 2681
Grand Cayman KY1-1111
Cayman Islands
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(as at 26 March 2024 (the “Latest Practicable Date”))

KEY BOARD COMMITTEES
Audit Committee
Mr. Jiang Xianpin (Chairman)
(resignation effective on 1 April 2024)
Ms. Wang Feirong (Chairman)
(appointment effective on 1 April 2024)
Mr. Zhang Bingsheng
Ms. Liu Chunhong
Mr. Liu Xinggao

Remuneration Committee
Mr. Zhang Bingsheng (Chairman)
Mr. Ma Renhe
Mr. Jiang Xianpin
(resignation effective on 1 April 2024)
Ms. Liu Chunhong
Ms. Wang Feirong
(appointment effective on 1 April 2024)

Nomination Committee
Mr. Ma Jianrong (Chairman)
Mr. Jiang Xianpin
(resignation effective on 1 April 2024)
Mr. Zhang Bingsheng
Mr. Liu Xinggao
Ms. Wang Feirong
(appointment effective on 1 April 2024)

REGISTERED OFFICE
Cricket Square

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

PLACE OF BUSINESS IN HONG KONG

Unit 2708, 27th Floor

Billion Plaza

No. 8 Cheung Yue Street

Cheung Sha Wan, Kowloon, Hong Kong

AUDITORS

Ernst & Young
Certified Public Accountants

LEGAL ADVISERS
K&L Gates
Morrison & Foerster

N B PR SE B #2AR B FR 2 & Shenzhou International Group Holdings Limited
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MRIZEZWEE=ZAZ+/H ((RBEEBITHEL)) (as at 26 March 2024 (the “Latest Practicable Date”))

RR{DBREECERE PRINCIPAL SHARE REGISTRAR AND

TRANSFER OFFICE
Codan Trust Company (Cayman) Limited Codan Trust Company (Cayman) Limited
Cricket Square, Hutchins Drive, P.O. Box 2681 Cricket Square, Hutchins Drive, P.O. Box 2681

Grand Cayman KY1-1111, Cayman Islands Grand Cayman KY1-1111, Cayman Islands

RNDEBRESEEEDE HONG KONG BRANCH SHARE REGISTRAR

EBPREBESERLRABRAE
FEET

ERAER1835
EXilsl
17181712-17165% 54

FEERIIRT
PEEXRITRODARLF
hEIRTT (BHB) ARAF
PERITRABRAT
RBIRTRNDABRAT
ERIRITRONABRAE
PEERIRITROBRAE
RERITRHDABRAF
BERTAERAF
PEIERITROBRAE
EBARERRITROARAT
BITIRTT (BB) BRAH
EBLBEERITHERAT
RERTARAT

KREEREHERZER

iPREEE AR

NGIE RS

www.shenzhouintl.com

=153 4 5%

2313

AND TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor

Hopewell Centre

183 Queen’s Road East

Wanchai, Hong Kong

PRINCIPAL BANKERS

Agricultural Bank of China Limited

Bank of China (Hong Kong) Limited

Bank of China Limited

Bank of Communications Company Limited

Bank of Ningbo Company Limited

China Construction Bank Corporation

China CITIC Bank Corporation Limited

Hang Seng Bank Limited

Industrial and Commercial Bank of China Limited
Shanghai Pudong Development Bank Company Limited
Standard Chartered Bank (Hong Kong) Limited

The Hongkong and Shanghai Banking Corporation Limited
United Overseas Bank Limited

INVESTOR AND PRESS RELATIONS ADVISER
iPR Ogilvy Limited

COMPANY WEBSITE

www.shenzhouintl.com

STOCK CODE
2313
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Chairman’s Statement

E#% Ma Jianrong
# X € ¥ [FChairman of the Board
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Dear shareholders,

On behalf of the board of directors (the “Board” or the “Directors”)
of Shenzhou International Group Holdings Limited (the “Company”),
| am pleased to announce the 2023 annual results of the Company
and its subsidiaries (collectively the “Group”) for your review.

N B PR SE B #2AR B FR 2 & Shenzhou International Group Holdings Limited
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In 2023, affected by factors like declining demand and high
inventories in traditional developed markets, including Europe and
the United States, the export value of the world’s major apparel
producing countries dropped significantly. In addition to the impact
of demand, China’s garment exporters were still facing the pressure
arising from the shifting of orders to other countries. Some orders
were shifted to countries in Southeast Asia and South Asia, Turkey
and Mexico, posting a more challenging external environment to
the garment industry in China. After the relaxation of epidemic
control measures, China’s consumer demand rebounded gradually.
Benefiting from a number of favorable conditions, including the
comprehensive industrial system, the solid economic foundation and
the dividend from the enhanced talent pool, the domestic demand
market still had considerable room for further growth. However,
uncertainties in the external environment, such as policy adjustments
in developed economies and geopolitical conflicts, brought about
numerous challenges to the continued recovery of the domestic
economy. Since inflationary pressures in developed economies
were alleviating and retailers’ destocking actions almost came to
an end, the industry’s export decline tended to narrow down month
by month in the second half of 2023. During the year, although an
unsatisfactory utilization of overall production capacity of the Group
was seen, the foundation for the development of the enterprise
was further consolidated. Building on the stabilized foundation of
existing employees, the Group maintained a reasonable recruitment
mechanism and employment scale with reference to the dynamics
of the business. In addition, the Group also strengthened the effort
on expanding the clientele of new customers and resolved on the
direction of transformation to diversified and high-end products.
Looking back at the work during the year, the Group further
enhanced its transformation to a green and low-carbon production
model, improved the operating performance of overseas plants
and also promoted the value chain collaboration with upstream
and downstream partners. The Group recorded a relatively stable
profitability despite a revenue decline of approximately 10%. The
Group is also confident that it can achieve sustainable business
growth through the advancement of a series of strategic measures
in the future. We hereby hope that all shareholders can render their
invaluable support to the Group.
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For the year ended 31 December 2023, the annual sales of
the Group amounted to approximately RMB24,969,792,000,
representing a decrease of 10.1% as compared with 2022. Profit
attributable to owners of the parent for the year ended 31 December
2023 was approximately RMB4,557,263,000,
a slight decrease of approximately 0.1% from approximately
RMB4,562,783,000 for the year ended 31 December 2022,
realizing an earnings per share of RMB3.03. As of 31 December

representing

2023, the Group’s cash and cash equivalents were approximately
RMB11,596,453,000.

In view of the Group’s solid financial position as well as its operating
results for the year, the Board recommends the payment of a final
dividend of HK$1.08 per share. Together with the interim dividend
of HK$0.95 per share, the total dividend for the year is HK$2.03 per
share.

In 2023, China’s textile and apparel exports fell by 8.1% year-on-
year, of which exports to the United States, the European Union
and Japan fell by 11.2%, 17.6%, and 14.1% respectively. The total
decline in the above mentioned major economies accounted for
approximately 65% in the total decline of exports. In addition to
China, the export value of other major clothing producing countries,
including Vietnam, Cambodia, Turkey, etc., also dropped significantly
because they were also affected by the declining demand in
the European and American markets. Besides, the shifting of
procurement activities of major developed economies exerted
additional burdens on the export of China’s textile and apparel
products. Currently, the United States has a tendency to turn its
purchase orders to central America, the EU has a tendency to turn
to Bangladesh in south Asia and Turkey and Japan mainly turns to
Southeast and South Asian countries, such as Vietnam, Bangladesh,
and Myanmar. In order to cope with the adverse challenges of
the external environment, China’s textile and apparel industry is
accelerating its progress in digital intelligence and automation
through internal quality and efficiency improvement, and is
transforming to a green and low-carbon production model to further
enhance the competitive advantage of the industry chain in terms
of ancillary facilities, efficiency, innovation, etc. Meanwhile, with the
global deployment of our production bases, the ability to integrate

essential resources is further strengthened.
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In addition to mainland China, Southeast Asia is also a major
producer and exporter of clothing in the world. Southeast Asian
countries mainly focus on garment processing and the ancillary
industrial chain facilities are not that comprehensive, thus highly
relying on the import of raw and auxiliary materials. Vietnam is the
world’s major clothing exporter, which is equipped with relatively
comprehensive infrastructure and has customs and habits similar
to those of China. In recent years, the Vietnamese government
has attached great importance to attracting foreign investment
and launched a series of preferential policies, thus attracting the
investment from a large number of Chinese companies. With the
rapid increase in foreign investment, Vietnam will face the pressure
of rapidly rising prices of production factors. Currently, Vietnam'’s
garment industry mainly relies on imported fabrics. Nevertheless,
when compared with other Southeast Asian countries, Vietnam’s
ancillary industrial chain facilities are optimizing very quickly, and
have formed certain regional advantages. Cambodia’s garment
industry is mainly located in the capital city of Phnom Penh. Fabrics,
accessories and other supporting raw materials for clothing are
extremely dependent on imports. The garment industry is a pillar
industry in Cambodia and an industry strongly encouraged by the
government. When garment products of Cambodia are exported
to the EU countries, advantages of zero or low import tariffs are
applicable. In the long run, Indonesia has more advantages than
Vietnam and Cambodia in terms of total population and labor
costs. Meanwhile, the consumption scale of Indonesia’s domestic
market is much larger and the room for further growth is also
bigger. The infrastructure in the western part of Java lIsland in
Indonesia is relatively comprehensive, while the central part is more
advantageous in terms of labor costs. Indonesia may become the
next preferred stop for the global deployment of the textile and
apparel industry.

At present, the textile and apparel industry is expected to gradually
turn around from the low point, and the inflationary pressure in
developed economies has been significantly alleviated. In order to
facilitate economic growth, interest rates will be gradually lowered,
which is conducive to the recovery of market demand. In addition,
the impact of inventory factors in the retail sector on purchases
made in the current period has been significantly reduced. However,
the growth and profitability of the industry still face a number
of challenges. The uncertainty of macro policies in developed
economies, the lagging effects of high interest rates and the

geopolitical risks will still have an impact on the global economy.
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In the previous year, the Board of the Company worked closely
with various professional committees and maintained effective
communication with them. In order to promote the advancement
of various tasks more effectively, the Company will continue to
guarantee to provide sufficient resources necessary for those
committees to perform their duties. The Group has a team of
outstanding and dedicated management and technical personnel,
but we also need to further optimize the incentive and restraint
mechanisms, enrich more energetic new forces, promote a transition
between different generations of the management team and strive
to pursue excellence in terms of corporate governance and enable a
fair and equitable decision-making process, thereby ensuring a high
transparency and striving to provide open communication channels
for all investors.

The Group accumulated a solid industrial foundation and established
its leading position in the industry in the development made in
previous years. An excellent team will be the best guarantee for
overcoming adversities and surviving crises. | would like to thank all
employees for their relentless effort and unremitting perseverance.
The Group’s achievement can never be separated from the
conceptual guidance and helping hands from customers and the
strong support and rapid response of suppliers. The Group will
continue to promote the collaboration between value chains, thus
achieving long-term, mutually beneficial and win-win situations
with partners. | would like to express my sincere gratitude to our
upstream and downstream partners, and also like to express my
special thanks to investors for their strategic recognition and long-
term support of the Company.

The Group will focus more on the needs of customers, accelerate
the upgrading of the industry, improve the green and low-carbon
development system, strengthen the establishment of talent pools
and enhance the management and innovation capabilities of the
team. That is, we will be able to further expand the deployment of
our overseas production capacity, thereby optimizing the Group’s
global resource allocation
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EHNERMEER A BBMEHT H  In the new stage of development, | deeply believe that following

B-TEDSERE #E A AEIKE I  the established practice and being conservative will only lead to

MEELEBSERBNGIEMES > BE  regression, while only change and innovation will give birth to

TRHESEEMNHMERN AEFIZMHEEE  opportunities. We are confident that, given the formulation and

BHNE2ERE AR EEHRKEEBMNELE  implementation of various strategies, we will be able to provide

(B3R! employees with high-quality job openings, make available better and
comprehensive services to customers and deliver better results and
returns to investors.

EFEFE Chairman of the Board
EEE Ma Jianrong
5B ZTENF=RBZ+/<H Hong Kong, 26 March 2024
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BUSINESS ENVIRONMENT

In 2023, we saw tense global geopolitics,

local conflicts and
turmoil occurred from time to time, the world economic growth was
weak, and recovery was slow. High core inflation in Europe, United
States (“US”) and other major developed economies has weakened
consumer demand in major markets. Apparel brand owners and
retailers were still destocking, resulting in insufficient number of
orders. Coupled with the impact of the “de-risking” strategy the
US and European countries adopted to adjust the supply chain,
China’s textile and clothing industry faced greater operating pressure
during the year, and the export value of clothing to major developed
markets has dropped significantly. In contrast with the weak demand
in foreign markets, domestic consumption gradually recovered
in 2023. With China’s lifting of COVID-19 prevention and control
measures and the consumption stimulus initiatives rolled out by the
government, clothing consumption demand in the domestic market
showed a restorative growth.
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According to the statistics of the China Customs, the total export
value of textile and clothing of China (including textile yarns, fabrics
and finished products, as well as garments and apparel accessories,
referred to the same as below) for 2023 was approximately
US$293.64 billion, representing a decrease of approximately 8.1%
as compared with last year. This is the first negative growth in
textile and clothing exports since 2019, which is mainly due to
the high inflation in developed economies that has suppressed
consumer demand and the fact that brand owners were destocking.
Out of the total export value, the export value of textile products
was approximately US$134.5 billion, representing a decrease of
approximately 8.3% as compared with last year, of which the export
value of yarns and fabrics, which are the major raw materials for
clothing, decreased by 8.6% and 8.5%, respectively as compared
with last year. The export value of garments and apparel accessories
was approximately US$159.14 billion, representing a year-on-year
decrease of approximately 7.8%, while export volume and value of
knitwear and woven apparel products have both declined, the export
value of knitwear was approximately US$70.56 billion, accounting
for approximately 44.3% of the total apparel products export value
(2022: 44.8%). In 2023, the export value of apparel products to
the US, 27 countries of the European Union (the “EU”), Japan
and the United Kingdom (the “UK”) accounted for 48.8% (2022:
52.5%) of the total export value of apparel products for the year in
aggregate. Of which, the export value to the US, EU, Japan and
the UK amounted to US$33.59 billion, US$26.55 billion, US$12.65
billion and US$4.87 billion respectively, representing a year-on-year
decrease of 12.0%, 19.5%, 13.2% and 15.7%, respectively. Affected
by weak global demand, destocking by brand owners, adjustment of
supply chain origins, geopolitical conflicts and other factors, China’s
export of apparel products to major markets declined significantly in
2023.
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In respect of the domestic consumption market, 2023 was the first
year that China lifted all of its COVID-19 prevention and control
measures, residents’ consumption gradually recovered, and the
domestic apparel products consumer market maintained a stable
recovery trend. According to the information released by the
National Bureau of Statistics, out of the retail sales of products by
enterprises above the designated quota in 2023, the total retail
sales of apparel, footwear, headwear, knitwear and textile amounted
to approximately RMB1,409.48 billion,

increase of 12.9% (among which, the retail sales of apparel products

representing a year-on-year
amounted to approximately RMB1,035.29 billion, representing a
year-on-year increase of 15.4%). In addition, the amount of national
online retail sales of products in the wearing segment has seen a
year-on-year increase of approximately 10.8%. With the relaxing
of epidemic control policies by the Chinese government and the
recovery of domestic economic growth, residents’ purchasing power
will be further released, and domestic consumer demand for apparel

products is expected to maintain growth.

According to the statistical information released by the General
Administration of Customs of the PRC, the total value of China’s
foreign trade import and export in 2023 was USD5,936.83 billion,
representing a decrease of 5.0% compared with 2022. Among
which, the total export value was USD3,380.02 billion, representing
a decrease of 4.6% as compared with 2022; the total import value
was USD2,556.80 billion,
compared with 2022. During the year, China’s import and export
surplus amounted to USD823.22 billion, representing a decrease
of USD54.38 billion or 6.2% as compared to USD877.60 billion
in 2022. Among which, the trade surplus of textile and apparel
products was USD272.12 billion, accounting for 33.1%(2022:
34.3%) of the total external trade surplus, a decrease of 1.2

representing a decrease of 5.5% as

percentage points. The decline in the proportion in 2023 was
significantly narrowed compared with the previous year. Textile and

clothing were still the largest contributor to China’s trade surplus in
goods.
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According to the preliminary statistics of the National Customs of
Vietnam, in 2023, the export value of textile industry in Vietnam
was approximately USD37.68 billion, representing a decrease
of 10.9% as compared with last year. Among which, the export
value of textile and clothing was approximately USD33.33 billion,
representing a decrease of 11.4% over last year, while the export
value of yarn was approximately USD4.36 billion, representing a
decrease of 7.6% over last year. The export value of Vietnam'’s textile
and clothing to the US, Japan and Korea amounted to USD14.47
billion, USD4.06 billion and USD3.05 billion respectively, representing
a decrease of 16.7%, 0.4% and 7.9%, respectively as compared
with 2022, the export value to the US market was especially
dropped significantly in particular. China is still the major exporter of
Vietnamese yarn. In 2023, Vietnam exported USD2.32 billion of yarn
to China, accounting for 53.2% of Vietnam’s the total yarn export,
the export value increased by 6.2% as compared with 2022. The
proportion of exports increased by 6.9 percentage points compared
with 2022.

billion of fabrics from other countries or regions,

In 2023, Vietnam imported approximately USD13.02
representing a
decrease of 11.5% as compared with last year. Among which,
fabrics imported from Mainland China amounted to approximately
USD8.33 billion, representing a decrease of 9.3% as compared
with last year, accounting for 64.0% (2022:62.4%) of the total
value of fabrics imported to Vietnam. In addition, fabrics imported
from Korea and China’s Taiwan region amounted to approximately
USD1.53 billion and USD1.36 billion, accounting for 11.8% and
10.4% (2022: 12.1% and 12.3%) of the total value of fabrics
imported to Vietnam, respectively. In 2023, Vietnam’s imported
fabrics accounted for approximately 39.1%(2022: 39.1%) of its
textile and clothing exports. Vietnam’s dependence on imported
fabrics is still high and remains relatively stable. In 2023, the export
value of Vietnam’s textile and clothing to the EU (27 countries)
and the UK was approximately USD3.74 billion and USD670
million, respectively, representing a decrease of 14.3% and 16.8%,
respectively, as compared with last year, Vietnam’s textile and
clothing exports to European market fell relatively sharply. Vietnam
exported approximately USD6.23 billion of textile and clothing
to Comprehensive and Progressive Agreement for Trans-Pacific
Partnership (CPTPP) member countries (excluding the UK who joined
during the year), representing a decrease of 3.6% as compared with
last year. On 16 July 2023, the UK officially signed the CPTPP, the
largest trade agreement since Brexit, and became a new member
country. The Regional Comprehensive Economic Partnership (RCEP)
officially came into effect on 1 January 2022. On 2 June 2023,
RCEP took full effect for the fifteen signatories. In 2023, Vietnam

exported US$10.62 billion of textile and clothing to RCEP member
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countries, representing a decrease of 4.1% as compared with last
year. Benefiting from the tariff preferences, convenient customs
clearance and other preferential treatment between Vietnam and
RCEP member countries, Vietnam'’s textile and clothing exports to
RCEP member countries accounted for 31.8% of the total exports of
similar products in 2023, representing an increase of 2.3 percentage
points as compared with last year. The sharp decline in demand in
the European and American markets was the main factor leading
to the decline in Vietnam’s textile and clothing exports. During
the year, the year-on-year decline in Vietnam’s textile and clothing
exports showed a narrowing trend. With the gradual recovery of
global demand and the advantages brought by various free trade
agreements, Vietnam’s textile and clothing industry is expected to
continue to increase its share in the international market.

At the end of 2023, the central parity rate of RMB against USD
depreciated by 1.7% as compared with that at the end of 2022,
narrowed significantly as compared with 2022. During the vyear,
the People’s Bank of China lowered the RMB deposit reserve
requirement ratio for financial institutions twice by 0.25 percentage
points each, and lowered foreign exchange reserve requirement
ration for financial institutions once by 2 percentage points. In
addition, the People’s Bank of China guided the lowering of one-
year and over-five-year loan prime rate by 20 and 10 basis points,
respectively. In the past four years, the continuous decline in the
deposit reserve ratio and loan prime rate has reduced the financing
costs of enterprises, and has positive effect on encouraging
enterprise to make new investment. During the year, the Federal
Reserve raised interest rates four times, totaling 100 basis points,
and have stopped interest rate hikes three times from September to
the end of the year. The interest rate policies of the Federal Reserve
and China went the opposite way, which has further widened the
interest rate gap between China and the US. The Federal Reserve’s
interest rate hike cycle may end in 2024 and is expected to cut
interest rates. However, there is not much room for a significant
cut in the short term. It is expected that the exchange rate of RMB
against USD may fluctuate in both directions and appreciate slightly.
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According to the data released by the National Bureau of Statistics,
the total population of the country at the end of 2023 was
approximately 1.41 billion, and the annual number of births was 9.02
million. Total population decreased by 2.08 million as compared
with last year, and China’s total population has experienced
negative growth for two consecutive years. Furthermore, the
negative growth in population in 2023 increased by 1.23 million
as compared with last year. In 2023, the number of elderly people
aged 60 and above accounted for 21.1% of the total population of
the country, increased by approximately 16.93 million as compared
with 2022. The population aged 16 to 59, where the labor force is
relatively concentrated, decreased by approximately 10.75 million.
Population decline and aging in China are accelerating. According
to the United Nations’ aging classification, China has officially
become a moderately aging society. For traditional labor-intensive
manufacturing enterprises, a decline in working population and a
change in employment concepts will bring continuous challenges to
enterprise’s recruitment work. Therefore, the upgrading and iteration
of digital intelligence and automation will become an important
transformation direction for traditional manufacturing enterprises.
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According to the information published by the National Bureau of
Statistics, China’s cotton planting area in 2023 was approximately
2.79 million hectares, representing a decrease of 210,000 hectares
as compared with last year. The annual cotton output was 5.62
million tons, representing a decrease of 6.1% as compared with last
year. According to the information published by the United States
Department of Agriculture (USDA) in March 2024, it is estimated
that the global cotton production in 2023/24 will be approximately
24.59 million tons, representing a decrease of approximately
720,000 tons or approximately 2.8% as compared with 2022/23.
The global cotton consumption in 2023/24 will be approximately
24.59 million tons, representing an increase of approximately
390,000 tons or approximately 1.6%. The global cotton carry-
over inventory was 18.15 million tons, representing an increase of
approximately 0.45% as compared with the end of last year, and
the inventory consumption ratio was approximately 74%. China’s
cotton inventory is estimated to be approximately 8.76 million
tons, accounting for approximately 48% of the global inventory.
China’s cotton consumption accounts for about 33% of the world’s
total consumption and cotton import accounts for about 30% of
the world’s total import. In 2023, China imported a total of 1.96
million tons of cotton in aggregate, representing an increase of
1.1% over the previous year. Among which, cotton imported from
the US amounted to approximately 752,000 tons, representing a
significant decrease of 33.6% over the previous year, accounting for
approximately 38.4% (2022: 58.4%) of China’s total cotton import;
approximately 572,000 tons of cotton were imported from Brazil,
representing a slight decrease of 0.8% as compared with last year
and accounting for approximately 29.2% (2022: 29.8%) of China’s
total cotton import. In 2023, due to the lower unit price of imported
cotton, the value of the cotton imported by China amounted to
approximately US$4.17 billion, representing a decrease of 20.5%
as compared with last year, which was the first time decrease since
2017. The average price of imported cotton was US$2,128.9/ton,
representing a year-on-year decrease of 21.3% from 2022. In 20283,
domestic cotton prices rose at first and fell later in general, but
the price at the end of the year was higher than at the beginning
of the year. The China Cotton Index (CClndex3128B) reached
the highest point of the year on 4 September at RMB18,433/ton,
and then gradually fell as affected by the launch of new cotton,
macroeconomic control and other factors. The average price for
the year was RMB16,767/ton, down 11% vyear-on-year. Global
inflations are expected to fall in 2024, and developed economies are
likely to lower the interest rates. As the impact of high inflation and
high interest rates on consumption gradually reduced, and apparel
products brand owners’ destocking nearly come to an end, future
cotton price may fluctuate and slightly rebound.
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In order to implement the “3060” major strategic decision and
achieve the goals of carbon peaking and carbon neutrality, relevant
Chinese government departments have issued a series of policy
and documents. In February 2023, 11 departments including the
National Development and Reform Commission jointly issued the
“Guidelines for the Construction of a Standard System for Carbon
Peak and Carbon Neutral”, which established a standard system
framework for carbon peak and carbon neutrality, so as to regulate
carbon emission standards for key industries. As a traditional pillar
industry, the green transformation of textile industry is not only
of great significance to achieving the dual-carbon goal, but also
has an important impact on China’s textile industries maintaining
competitiveness in global trade. In June 2023, the National
Development and Reform Commission and other departments
released the “Energy Efficiency Benchmark Levels and Baseline
Levels for Key Industrial Areas (2023 Edition)”. The document
includes (among others) cotton, chemical fiber and blended woven
fabrics, knitted fabrics, yarns, viscose short fibers into key areas of
industrial energy-saving and carbon reduction transformation and
upgrading, and sets scientific benchmarks level and baseline levels
for the textile industry’s cotton printing and dyeing finishing, chemical
fiber fabric dyeing and finishing, knitted or crocheted fabrics printing,
dyeing and finishing, which are being used as the guidelines for the
transformation and upgrading of the textile industry. The document
also sets out the task for achieving technological transformation
and eliminating obsolete technologies in key areas by the end of
2026. In November 2023, the Ministry of Industry and Information
Technology and other departments jointly issued the “Implementation
Plan for Quality Improvement and Upgrading of the Textile Industry
(2023-2025)", which pointed out that textile printing and dyeing
enterprises shall transform themselves into smart and green
enterprises, with an aim to reduce energy and water consumption
and pollutant emissions, strengthen the all-round advantages of
the textile industry system and the resilience of the industrial chain
development, encourage the promotion and use of energy-saving
and pollution-reducing technology and equipment and the recycling
of waste and obsolete textile products, and guide the textile industry
to move forward greener development. At the international level, in
June 20283, the European Parliament proposed the “Resolution on
EU Strategy for Sustainable and Circular Textiles (2022/2171 (INI))”,
emphasizing that starting from 2030, all textile products entering
the EU market must be durable and recyclable, driving the green
transformation of the textile industry from a market perspective.
Pursuant to the green and low-carbon policies and as required by
the market, the textile industry must establish a green and low-
carbon development concept, accelerate the transition to energy
conservation and pollution reduction in all production processes,
strengthen the sustainable development capabilities of enterprises,
and thereby enhancing the long-term competitiveness of enterprises.
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In 2024, the operating environment of the textile and clothing
industry will still be complex and challenging. In terms of political
environment, local turmoil such as the Russia-Ukraine war and the
Palestinian-Israeli conflict show no signs of ending. The situation in
the Red Sea may continue to affect the logistics and transportation
of global trade. The results of the US election may have a profound
impact on the global political and economic and trade pattern. On
the economic front, the International Monetary Fund predicts that
2024 may be the year with the lowest global economic growth
in the past five years. The new global political and economic
situation will bring many challenges to China’s export trade.
However, China’s textile and clothing industry has the advantages
of a complete industrial chain, stable supply chain, and strong
innovation capabilities. In recent years, the industry has attached
immense importance to continuous investment in digital intelligence
and automation, it is expected that the export of the industry will
gradually stabilize and may resume growth in 2024.

BUSINESS REVIEW

In 2023, the Group achieved sales revenue of approximately
RMB24,969,792,000, representing a decrease of 10.1% over the
previous year. Profit attributable to owners of the parent amounted to
RMB4,557,263,000, representing a slight decrease of 0.1% over the
previous year. Sales revenue for the year decreased compared with
the previous year, mainly due to the decline in consumer demand
for apparel products in the European and US markets and the
decrease in purchase orders from brand owners due to destocking.
During the year, the Group’s overall production capacity was not
effectively utilized, and the gross profit margin failed to reach the
ideal level. However, the gross profit margin in 2023 still increased
by 2.2 percentage points compared with last year to 24.3%, mainly
attributable to the gradual improvement of the operating efficiency
of new overseas factories and the increase in the number of newly
hired staff, which further unleashed the production capacity of our
overseas factories and reduced the fixed operating cost per unit
product. In addition, due to the lifting of COVID-19 prevention and
control measures, the impact of epidemic-related expenses on
performance has been eliminated. With the gradual recovery of the
Group’s overall capacity utilization rate, the gross profit margin in
the second half of the year increased by 3.4 percentage points to
25.8% from 22.4% in the first half. During the year, in addition to
stabilizing the existing experienced staff team, the Group continued
to recruit new staff and maintain a reasonable size of workforce
based on the changing trends of the business; we also made some
progress on the research and development and marketing of new
products. During the year under review, the Group stepped up
its transformation to a green and low-carbon production model,
improved the operating performance of overseas factories; and
promoted value chain collaboration with partners.
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During the year, the Group has made further progress in reducing
carbon emission, and the proportion of green energy to total energy
consumption increased significantly. Through our own rooftop
photovoltaic power generation, purchasing green electricity from
external parties, green energy certificate trading and other measures,
approximately 50% of the Group’s electricity were green energy.
As of the end of 2023, the Group’s total installed photovoltaic
power generation capacity has reached approximately 75MW, an
increase of approximately 65% over the previous year. Overseas
and the
annual biomass consumption increased by approximately 167% as

production bases further included biomass as basic fuel,

compared with last year. The amount of treated sewage recycled
increased by approximately 47% as compared with last year. In
addition, our cooperation with upstream fiber production companies
has promoted the recycling of waste textile products in the form of
recycled fibers.

The operational performance of overseas factories has been further
improved in terms of efficiency, scale, quality and other aspects.
In 2023, the garment output of overseas factories accounted for
approximately 53% of the Group’s total garment output (2022: 46%).
With the improvement of production efficiency and the expansion
of workforce in the new factory in Cambodia, the proportion of
the Cambodia base’s garment output in the Group’s total garment
output increased to approximately 26% (2022: 22%) in 2023, an
increase of approximately 4 percentage points from the previous
year. In 20283, the annual average number of employees of our
overseas bases accounted for approximately 57% (2022: 52%) of
the Group’s total average number of employees, representing a
year-on-year increase of approximately 5 percentage points. During
the year, the Group further improved the integrated support in
accessories, printing, embroidery and other production processes
provided to overseas factories, effectively improved the short-
delivery capabilities of overseas factories.
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The Group attaches great importance to achieve long-term mutual
benefit and win-win results with its partners. Through the synergy
of value chain, the Group strives to improve production efficiency,
enhances innovation capabilities and optimizes resource allocation,
and takes into account the interests of all parties, with an aim
to achieve the best results for the value chain in general and
jointly respond to market challenges. During the year, we further
improved the information transmission mechanism with relevant
parties and improved the transparency of data and information in
the supply chain, which are conducive to improving the efficiency
of management decision-making. In respect of production site
selection, we emphasized exchange of opinions with the upstream
and downstream of the industrial chain, which is conducive to
reducing the logistics costs and enhancing supply chain’s response
speed. We have guided and selected our suppliers based on the
value and synergy they can bring to the industrial chain, and drove
the construction of a clean and efficient procurement system.

FINANCIAL REVIEW

Sales

For the year ended 31 December 2023, sales was approximately
RMB24,969,792,000, representing a decrease of approximately
RMB2,811,620,000 or approximately 10.1% from approximately
RMB27,781,412,000 for the year ended 31 December 2022. The
decrease in sales for the year was mainly due to: weak demand in
the global market, in particular, demand in the European and US
markets declined significantly. During the year, most of the retail
brand owners were in the process of further reducing early inventory,
which affected customers’ purchasing demand for the current
period.

The comparison of sales breakdown by product categories of the

HESRERNDTIEEELLR Group between 2023 and 2022 is as follows:
BE+-A=1+—BHILEE
For the year ended 31 December
—FC= i ek 88
2023 2022 Change
ARETR % AREFRT % AREFRT %
RMB’000 % RMB’000 % RMB’000 %
BE® By product

EEE Sportswear 18,031,526 72.2 20,869,553 751 (2,838,027) (13.6)
NGk Casual wear 5,672,653 227 5,751,836 20.7 (79,183) (1.4)
AR Lingerie wear 1,066,643 4.3 819,133 3.0 247,510 30.2
Hith s+ Other knitwear 198,970 0.8 340,890 1.2 (141,920) (41.6)
SHEMS Total sales 24,969,792 100.0 27,781,412 100.0  (2,811,620) (10.1)
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For the year ended 31 December 2023, sales of sportswear
products were approximately RMB18,031,526,000, representing
a decrease of approximately RMB2,838,027,000 or approximately
13.6% from approximately RMB20,869,553,000 for the year ended
31 December 2022. The decrease in sales of sportswear products
was mainly due to the decrease in demand for sportswear orders in
the European and US market.

Sales of casual wear products decreased by approximately
RMB79,183,000 or approximately 1.4% from approximately
RMB5,751,836,000 for the year ended 31 December 2022 to
approximately RMB5,672,653,000 for the year ended 31 December
2023, which was mainly attributable to the decrease in sales of
casual wear products in the Japanese and other overseas markets.

Sales of lingerie wear products increased by approximately
RMB247,510,000 or approximately 30.2% from approximately
RMB819,133,000 for the year ended 31 December 2022 to
approximately RMB1,066,643,000 for the year ended 31 December
2023, which was mainly attributable to the increase in demand for
lingerie wear products in the Japanese and other overseas markets.

Sales of other knitwear decreased by approximately
RMB141,920,000 from approximately RMB340,890,000 for the year
ended 31 December 2022 to approximately RMB198,970,000 for
the year ended 31 December 2023, The decrease was mainly due to
the fact that sales of other knitwear last year included approximately
RMB142,674,000 from mask products, and there were no sales of
mask products for the year. Excluding the effect of mask products,
the sales of other knitwear increased by 0.4% as compared with last

year.
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The comparison of sales breakdown by markets of the
between 2023 and 2022 is as follows:

Group

HE+T_A=+-HLEE

For the year ended 31 December

—E-= B CH =4
2023 2022 Change
ARBTR % ARETRT % ARETRT %
RMB’000 % RMB'000 % RMB'000 %
BmiE By market
BUM Europe 5,027,285 20.1 6,215,018 224 (1,187,733) (19.1)
= us 3,879,987 15.6 4,873,358 17.5 (993,371) (20.4)
BA Japan 3,675,539 14.7 3,926,014 14.1 (250,475) (6.4)
Hithmss Other markets 5,262,929 211 5,692,876 20.5 (429,947 (7.6)
PREHE /N Sub-total revenue from
international market 17,845,740 71.5 20,707,266 745  (2,861,526) (13.8)
HEIEI i & Revenue from China
domestic markets 7,124,052 28.5 7,074,146 25.5 49,906 0.7
HEME Total sales 24,969,792 100.0 27,781,412 100.0  (2,811,620) (10.1)
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For the year ended 31 December 2023, the Group’s sales in
the European market was approximately RMB5,027,285,000,
representing a decrease of approximately RMB1,187,733,000 or
approximately 19.1% from approximately RMB6,215,018,000 for the
year ended 31 December 2022. Such decrease was mainly due to
the decrease in demand for sportswear in the European market.

For the year ended 31 December 2023, the Group’s sales in the
US market was approximately RMB3,879,987,000,
a decrease of approximately RMB993,371,000 or approximately
20.4% from approximately RMB4,873,358,000 for the year ended 31
December 2022. Such decrease was mainly due to the decrease in

representing

demand for sportswear in the US market.

For the year ended 31 December 2023, the Group’s sales in the
Japan market was approximately RMB3,675,539,000, representing
a decrease of approximately RMB250,475,000 or approximately
6.4% from approximately RMB3,926,014,000 for the year ended 31
December 2022. Such decrease was mainly due to the decrease
in demand for casual wear in the Japan market, as well as the
cessation of sales of mask products to the Japan market during the
year.
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For the year ended 31 December 2023, sales in other overseas
markets was approximately RMB5,262,929,000,
decrease of approximately RMB429,947,000 or approximately
7.6% from approximately RMB5,692,876,000 for the year ended 31
December 2022, which was mainly due to a decrease in products
exported to Australia, India, Mexico and other countries.

representing a

For the year ended 31 December 2023, the Group’s sales in China
domestic market increased by 0.7% as compared with last year.
Among the sales in China domestic market, sales from apparels
was approximately RMB6,964,278,000, representing an increase
of approximately RMB59,620,000 or approximately 0.9% from
approximately RMB6,904,658,000 of last year. The increase in
the sales in China domestic market was mainly attributable to the
increase in procurement demand of casual wear in the Mainland
China market.

Cost of sales and gross profit

For the year ended 31 December 2023, cost of sales of
the Group was approximately RMB18,909,916,000 (2022:
RMB21,655,563,000).
2023 was approximately 24.3%, representing an increase of
approximately 2.2 percentage points from 22.1% in 2022. The

The gross profit margin of the Group in

increase in gross profit margin for the year was mainly due to: 1)
the Group’s overall production utilisation rate in the second half of
the year having increased as compared with the same period last
year; 2) the operating efficiency of new overseas factories having
improved gradually the number of new employees having further
increased, and the profits contribution from overseas factories
having increased; and 3) during the year, as Mainland China lifted
the prevention and control measures for COVID-19 and the impact
of epidemic-related expenses on current year’s results has been
eliminated accordingly.

Annual Report 2023 £}

33



34

BIEEwm R

Management Discussion and Analysis

BREEE ARGLER
N _E_=ZF+"RB=+—H 82
AEEAELHAEEREGOA AR
32,867,316,000c (ZEZZF | AR
30,752,918,0007T) c EFIERBEEN A
AR#20,131,649,000c (ZE__F : A
E#17,328,331,0007T) - REEEFEYN
A AR 115,095,005,0007t (Z B - =
AR #15,905,097,0007T) ~ IEREI&E ﬁ
A ANE12,359,338,000c (ZE - _&F : A
R #2,467,644,00070) K JEFZEH M RE 2 FE 1
BRaNAARBEZT (ZTEZZ2F . ARKE
12,866,0007T) - AR #EA AL IG M
BRI DNEAERZFEEKESRIIGINT
B R2) A RABRHEE KGR EMERT
EERIIE -

TBESRMEER
BE_ T _=ZF+-_B=+—HIEFEE>
AEEREEFMBREFRENABAR
#5,226,525,00070° — 2 - “FRIHB A
F£#4,628,120,000cc AEBPR _E - =
E+-A=1+—HHNERERETEEY
“ANERME11,596,453,00070 LA
K #5,878,154,000c U AR HE - A
R #85,669,442,000c L ETEHE A
119,588,000t A BTt E- AR
25,546,000t AR Bt EMBRARUEME
BiE (T2 2F ¢ AK®7,369,498,000
7T H Y AR H1,374,624,000c A AR
HsHE A AR 15,041,640,0007T LLETT
FHE SN ARBE13,941,0007T LB TTEHE
AR 126,948,00070 MU # = & 5T 8 & 8
MUEHMEEE) - RITEEHRBEAIASA
FE#12,103,968,0007c » HFIEHIRITEE
# 5 AR 110,203,968,0007T > EHIRITE
5474 ANR11,900,000,0007T (Z&E -
£ AR"9,197,684,0007C » S HAIE 1T
EEXNA ANREE7,197,684,00070 » £HAIR
THEEHNA AR®2,000,000,0007T) ° KE
ER 2 =F+_B=+—HZEBEF
GRTEERREMAREEEEY) AR
507,515,000 —_E __F+_F=+—
HAABEFIEN ARTE1,828,186,0007T
fBEFER L TH ARK1,320,671,0007T
FTERFRAAERZKEZFRSFIRAE
EBIE 0 o

Equity attributable to owners of the parent

As at 31 December 2023, the Group’s equity attributable to owners
of the parent amounted to approximately RMB32,867,316,000
(2022: RMB30,752,918,000), in which non-current assets were
approximately RMB20,131,649,000 (2022: RMB17,328,331,000),
net current assets were approximately RMB15,095,005,000 (2022:
RMB15,905,097,000), non-current liabilities were approximately
RMB2,359,338,000 (2022: RMB2,467,644,000) and equity
attributable to non-controlling interests were approximately RMB
Nil (2022: RMB12,866,000). The increase in equity attributable to
owners of the parent was mainly due to: 1) the Group’s operating
profit for the year having increased its reserves; and 2) the increase
in reserves being offset by the payment of dividends to owners of the
parent.

Liquidity and Financial Resources

For the year ended 31 December 2023, the net cash generated
from the Group’s operating activities was approximately
RMB5,226,525,000, while it was approximately RMB4,628,120,000
in 2022. The Group’s cash and cash equivalents as at 31 December
2023 amounted to approximately RMB11,596,453,000, of which
approximately RMB5,878,154,000 was denominated in Renminbi,
approximately RMB5,669,442,000 was denominated in US dollar,
approximately RMB19,588,000 was denominated in Hong Kong
dollar, approximately RMB25,546,000 was denominated in VND
and the remaining balance was denominated in other currencies
(2022: approximately RMB7,369,498,000, of which approximately
RMB1,374,624,000 was denominated in Renminbi, approximately
RMB5,941,640,000 was denominated in US dollar, approximately
RMB13,941,000 was denominated in Hong Kong dollar,
approximately RMB26,948,000 was denominated in VND, and the
balance was denominated in other currencies). The balance of bank
borrowings was approximately RMB12,103,968,000, of which short-
term bank borrowings was approximately RMB10,203,968,000 and
long-term bank borrowings was approximately RMB1,900,000,000
(2022: RMB9,197,684,000, of which short-term bank borrowings
was approximately RMB7,197,684,000, and long-term bank
borrowings was approximately RMB2,000,000,000). The Group’s
net borrowings (bank borrowings less cash and cash equivalents)
as at 31 December 2023 was approximately RMB507,515,000,
as compared to the net borrowings of approximately
RMB1,828,186,000 as at 31 December 2022, represented a
decrease of approximately RMB1,320,671,000, which was mainly
due to the increase in the Group’s net cash inflow from operating
activities.
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Equity attributable to owners of the parent amounted to
approximately RMB32,867,316,000 (2022: RMB30,752,918,000).
The Group was in a good cash flow position, with a debt-to-equity
ratio (calculated based on the percentage of total outstanding
borrowings over equity attributable to owners of the parent) was
36.8% (2022: 29.9%), representing an increase of 6.9 percentage
points as compared with the end of last year. As at 31 December
2023, in addition to cash and cash equivalents, the Group also held
other deposit financial assets of approximately RMB11,945,706,000,
which can be used as the source of capital for debt adjustment.

As part of the general treasury management policies of the Group,
the Group purchased financial products (including financial assets
at fair value through profit or loss and fixed deposits) from a number
of licensed banks in China to maximize the return from the Group’s
ideal funds through a legal channel with low risk. The results of the
applicable size test about the purchase of these financial products
were all below 5% and therefore these purchases were not subject
to the notifiable transaction requirements under Chapter 14 of the
Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rules”). The purchase of such
financial products was approved by the investment and lending
committee established by the Board to monitor the implementation
of treasury management policies of the Group. For details of these
financial products, please refer to Note 23 and 24 to the financial

statements in this preliminary results announcement.
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Finance costs and tax

For the year ended 31 December 2023, finance costs increased by
approximately RMB117,446,000 to approximately RMB345,805,000
from approximately RMB228,359,000 for the year ended 31
December 2022. The increase in finance costs was mainly due to
the increase in interest expenses of the Group’s loans denominated
in USD and HKD as a result of the increase in interest rates of the
corresponding currencies during the year, partially offset by the
decrease in RMB lending rate.

For the year ended 31 December 2023, the income tax expense of
the Group was approximately RMB438,238,000, which decreased by
RMB260,670,000 from approximately RMB698,908,000 for the year
ended 31 December 2022, which was mainly due to the increase in
profit of overseas subsidiaries with relatively lower income tax rate
during the year as compared with the previous year.

Exposure to Foreign Exchange

As the Group’s sales was mainly settled in USD, while its
procurement was mainly settled in RMB, the Group’s costs and
operating profit margin were affected by exchange rate fluctuations
to a certain extent. The Group adopted corresponding policies in
light of the existing fluctuations of exchange rate between USD and
RMB to hedge against certain risk exposure in respect of foreign

exchange. The amount applied for hedging depends on the Group’s
revenue, procurement and capital expenditure in USD, as well as the
market forecast of fluctuations in the exchange rate of USD against
RMB.
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In order to avoid any decrease and volatility in value of future cash
flows caused by any change in exchange rate of RMB against USD,
the Group has arranged certain amount of loans denominated in
USD and loans denominated in HKD with linked exchange rate
with USD. Amongst the total bank borrowings as at 31 December
2023, borrowings of approximately RMB1,600,113,000 were
denominated in USD (calculated based on the original currency of
approximately USD225,918,000) and loans of RMB5,003,855,000
were denominated in HKD (calculated based on the original currency
of HKD5,521,800,000) (31 December 2022: loans of approximately
RMB576,171,000 were denominated in USD (calculated based on
the original currency of approximately USD82,729,000) and loans
of approximately RMB3,771,513,000 were denominated in HKD
(calculated based on the original currency of HKD4,222,000,000)).

EMPLOYMENT, TRAINING AND
DEVELOPMENT

As at 31 December 2023, the Group employed approximately
92,030 employees in total. During the year, the total staff costs,
including administrative and management staff, accounted for
approximately 28.0% (2022:27.7%) of the Group’s sales. The
total staff costs as a proportion of the income increased by
approximately 0.3 percentage points as compared with last year.
The Group remunerated its staff according to their performances,
qualifications and industry practices, and conducted regular reviews
of its remuneration policy. Employees may receive discretionary
bonuses and monetary rewards based on their annual performance
appraisals. In addition, the Group also offered staff rewards or other
forms of incentives to motivate their personal growth and career
development. For instance, the Group offered training to its staff
continuously to enhance their technical and product knowledge
as well as their understanding of quality standards in industry, and
all of the new employees of the Group were required to attend an
introductory course, while there were also various types of training
courses available for all employees to attend.
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CAPITAL EXPENDITURE AND CAPITAL
COMMITMENTS

During the year, the Group’s total investment in property, plant
and equipment, and prepaid land lease payments amounted to
approximately RMB1,059,526,000, of which approximately 42% was
used for the acquisition of production equipment, approximately
53% was used for construction and acquisition of new factory
buildings and land lease prepayments, and the remaining balance
was used for the purchase of other fixed assets.

As at 31 December 2023, the Group had contracted capital
commitments of approximately RMB956,201,000 in connection with
the acquisition and construction of the land use right, property, plant
and equipment, which will be mainly financed by internal resources
and bank borrowings.

SIGNIFICANT INVESTMENTS, ACQUISITIONS
AND DISPOSALS

During the year ended 31 December 2023, the Group had no
significant investments, significant acquisitions and disposals in
relation to our subsidiaries, associates and joint ventures that were
required to be disclosed.

Gearing Ratio

As at 31 December 2023, the Group’s gearing ratio was 36.8%,
calculated base on the ratio of the total outstanding borrowings to
the equity attributable to owners of the parent.

CONTINGENT LIABILITIES
As at 31 December 2023, the Group had no significant contingent

liability.
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FUTURE PROSPECTS AND STRATEGIES

At present, global inflationary pressure has been significantly
reduced, and the market expects that the interest rate hike cycle in
major developed economies may have ended. The Federal Reserve’s
policy focus will shift from controlling inflation to seeking a balance
between stabilizing growth and controlling inflation, interest rate
cut is likely to happen in the coming year, which will help boost
consumer demand. As brand owners nearly finish destocking,
consumer demand for apparel products in overseas market is
likely to pick up to a certain extent, but the subsequent impact of
high interest rate policies in developed economies will still exist.
Moreover, 2024 is a year of elections for the globe, the uncertainties
on the global political and economic landscape brought by the
election results, together with the unresolved geopolitical conflicts,
will further weaken the growth momentum of the global economy
and may impact the stability of global trade. In China, overcapacity
caused by insufficient demand has affected the growth rate of
private investment, but this will not affect the positive rebound of
China’s economic, and the current relatively loose monetary policy
will help stimulate additional investment by enterprises. At the same
time, as the impact of the epidemic subsides, residents’ income will
further recover. With the support from the government’s policies to
promote consumption, stabilize investment and expand domestic
demand, the rising trend of China’s domestic apparel products
consumption demand is likely to continue.

In 2023, insufficient market demand had adversely affected the
effective utilization of the Group’s production capacity. However,
the Group believes that this impact is short-term and partial,
and is confident that through the implementation of a series of
strategic measures, it can achieve sustainable business growth in
the future. In addition to the existing production bases in Vietham
and Cambodia, the Group is actively considering further expanding
the scale of overseas production capacity to better meet the
procurement needs of customers in different markets, and further
enhance the Group’s global resource integration capabilities.

In the future, the Group’s development will mainly focus on
the following aspects: accelerate the application of intelligent
manufacturing and digital management in the industry; improve
the Group’s green and low-carbon development system; promote
the development of diversified and high-end products; improve the
abilities and qualities of front-line management officials.
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The Group will continue to explore new development model in
the industry, aiming to enhance the Company’s production and
manufacturing efficiency and improve management decisions
accuracy. Depending on the actual situation, we will continue to
enlarge the application of intelligent and automated equipment and
production line, explore and improve textile intelligent manufacturing
system solutions, and develop and optimize intelligent manufacturing
industrial software with the application of textile sensors, intelligent
testing equipment, and machine vision technology. We will also
further shorten our delivery cycle and respond swiftly to customer’s
order through the application of digital and intelligent technologies in
the entire industry chain.

The Group will continue to optimize our green development model
through green carbon reduction actions in equipment application,
process improvement, resource reuse, energy structure, raw material
selection, terminal processing and other areas. We will further reduce
resource consumption per unit of output with the help of advanced
energy-saving technology and equipment, and will reduce total
pollutant emission at source by optimizing our production processes.
Our Group will sort and store scraps, leftovers and other waste
textiles by category to improve the quality and scale of resource
recovery and recycling, and will strengthen our cooperation with
upstream fiber manufacturing companies to increase the utilization
rate of waste textiles as recycled fiber raw materials, as well as to
improve the reuse rate of heat, water and chemicals. The proportion
of clean energy in our energy mix will be increased by using more
photovoltaic power, wind power, biomass, natural gas and other
clean energy. Besides, we will attach great importance to the use of
green raw materials, such as green dyes, auxiliaries, catalysts and
regenerated fibers, in our operation, as well as to the research on
advanced treatment technologies and the investment in treatment

facilities for wastewater, waste gas and other pollutants.
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While adhering to its core business, the Group will further expand
our product mix and provide customers with more product offerings.
At the same time, we will attach significant importance to the
application of new fiber materials in the development of high-
end textile fabrics and increase investment in the research and
development of innovative and functional products. In order to
enhance the comprehensive strength of our laboratories and the
successful conversion rate of R&D projects, the Group will recruit
and cultivate high-quality professional talents and strengthen
scientific research cooperation with external institutions, strengthen
cooperation and coordination with the upstream and downstream
of the industrial chain, continue to sort out and develop corporate
standards, and enhance our abilities to lead innovation.

In the coming years, the Group plans to recruit and cultivate a
group of outstanding on-site management officials through the
implementation of the “Young Seedlings Plan (E@5tE))” action
plan, with an aim to continuously improve the management level of
the production site. Meanwhile, we will create high-quality jobs by
further improving the software and hardware of the production site,
and will promote the application of automation and digital intelligence
in the entire industry chain, and further strengthen lean management
and material control in the production process. The Group will
further optimize our salary system to enhance the incentive effect
of employee performance appraisal under a fair and transparency
system.

Looking forward to 2024, many challenges and uncertainties in the
industry still exist, but the Group has made a good start and believes
that our business will return to growth in the year to come.

Amid the intensive competition, those strive for advancement
will always stand out. The Group will continue to focus on laying
concrete foundation for its operation, strengthening sustainable
development capabilities, enhancing the Company’s long-term
competitiveness in the industry, and is committed to providing
the best services to customers, providing high-quality products to
consumers, and creating ideal returns for investors!

EVENTS AFTER THE REPORTING PERIOD

There were no events after the reporting period that had significant
impacts on the Group after 31 December 2023 and up to the Latest
Practicable Date.
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CORPORATE GOVERNANCE

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

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 Corporate Governance Code (the “CG Code”) as set
out in Appendix C1 to the Listing Rules since 9 October 2005. The
Company had complied with all the code provisions of the CG Code
throughout the year ended 31 December 2023 (“the date of this
report”).

Terms of Reference of Board Committees

In order to comply with the Listing Rules and the CG Code, the
terms of reference of each of the Audit Committee, Nomination
Committee and Remuneration Committee of the Company are
regularly revised based on amendments to the Listing Rules and the
CG Code. Such terms of reference and the list of Directors and their
roles and functions are published on the websites of the Company
and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”), respectively.
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Responsibilities of Directors

All Directors should participate in continuous professional
development to develop and refresh their knowledge and skills
pursuant to the code provision C.1.4 set out in the CG Code. The
Company arranged for continuous professional development on
the update of the Listing Rules and the related legal and regulatory
requirements for the Directors.

Independent non-executive directors

For the year ended 31 December 2023, the Board had complied
with (1) the requirement that the board of a listed issuer must include
at least three independent non-executive directors under Rule
3.10(1) of the Listing Rules; (2) the requirement that at least one
of the independent non-executive directors must have appropriate
professional qualifications or accounting or related financial
management expertise under Rule 3.10(2) of the Listing Rules; and
(3) the requirement that the number of independent non-executive
directors must represent at least one-third of the Board under Rule
3.10A of the Listing Rules.

The Company has received written annual confirmation from each
of its independent non-executive Directors in respect of his or her
independence in accordance with the independence guidelines set
out in Rule 3.13 of the Listing Rules. The Company is of the view

that all independent non-executive Directors are independent.
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EERHE_Z_=ZF+"_HB=+—HIEE A summary of training received by the Directors during the year

EAZZEINHEEOT ended 31 December 2023 is as follows:

Exps sEaNEE R (F5E)
Name of Directors Types of training (Notes)
BITES

Executive Directors

BERKE A&B
Mr. Ma Jianrong

mRAMTE A&B
Mr. Huang Guanlin

BLCMEE A&B
Mr. Ma Renhe

EFERTE A&B
Mr. Wang Cunbo

RZHZt A&B

Ms. Chen Zhifen

BIFRTES

Independent Non-executive Directors

BEmTE A&B
Mr. Jiang Xianpin

SRIRE LA A&B
Mr. Zhang Bingsheng

ZRZEE A&B
Mr. Liu Xinggao

ElE- kg A&B
Ms. Liu Chunhong

B EE - Notes:
Al HEBRARBEZHZHEE A:  attending seminars organized by the Company
B: MEAMLHRAUKEMBRALEEREE B: reading seminar materials and updates relating to the latest

RERMERNWASZEMEEERER development of the Listing Rules and other applicable legal and
regulatory requirements
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Corporate governance functions

The Company adopted the terms of reference for corporate
governance functions on 26 March 2012 in compliance with the
code provision A.2.1 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 and making recommendations;
training and continuous professional development of Directors and
senior management; policies and practices on compliance with legal
and regulatory requirements; the code of conduct and compliance
manual (if any) applicable to employees and Directors; and the
Group’s compliance with the CG Code.

Communications with shareholders

Pursuant to the code provision F.2.2 set out in the CG Code, the
Company invited representatives of the external auditors of the
Company to attend the AGM of the Company to be held on 30 May
2023 to answer shareholders’ questions relating to the conduct of
the audit, the preparation and content of the auditors’ report, the
accounting policies and auditor independence.

The Company adopted a shareholders’ communication policy
and procedures with effect from 26 March 2012 for shareholders
to propose a person for election as a Director. The shareholders’
communication policy is to ensure that shareholders’ views and
concerns are appropriately addressed. The policy is regularly
reviewed to ensure its implementation and effectiveness. The policy
and the procedures are available on the website of the Company.
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THE BOARD

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

As at date of this report being published, which was 25 April 2024,
the Board comprised five Executive Directors and four Independent
Non-executive Directors, whose biographical details and family
relationships among certain Directors are set out in the section
headed “Biographical Details of Directors and Members of Senior
Management” on pages 60 to 70. Save as disclosed therein, There
are no other material financial, business or relevant relationships
among the Directors.

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

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

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

CHAIRMAN AND GROUP GENERAL MANAGER

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

Independence of Independent Non-executive Directors

As at the date of this annual report being published on 25
April 2024, independent non-executive Directors accounted for
approximately 44.4% of the members of the Board. The independent
non-executive Directors are outstanding executives or experts in the
textile industry and business sectors who bring with them expertise
in different areas. They provide adequate control and balances for
the Group to protect the overall interests of the shareholders and
the Group. The role of the independent non-executive Directors
is to provide independent and objective opinions to the Board
for its consideration and decisions. The Board considered that
independent non-executive Directors can enhance the effectiveness
and decision-making of the Board by providing independent view,
objective judgement and constructive challenge to the Board and
management of the Group. All independent non-executive Directors
have submitted annual written confirmation of their independence
and compliance with the independence guidelines as set out in the
Listing Rules.
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Board proceedings

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

Minutes of the Board and Board Committees are taken by the
Company Secretary and, together with any supporting papers, are
open for inspection following reasonable notice by any Directors.
Draft and final versions of minutes are also sent to all Directors for
their comment and records, respectively.

The Company held four full Board meetings for the year ended 31
December 2023, with all the then existing members of the Board
attended.

Board meetings will be held at least four times a year with additional
meetings convened as and when necessary to determine overall
strategic directions and objectives and approve interim and annual
results and other significant matters.

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

BOARD DIVERSITY

In order to achieve a diversity of perspectives among members
of the Board, the Board adopted a board diversity policy. It is
the policy of the Company to consider a number of factors when
deciding on appointments to the Board and the continuation of
those appointments. Such factors include gender, age, cultural and
educational background, ethnicity, professional experience, skills,
knowledge and length of service. The Board will review the board
diversity policy on an annual basis so as to develop and review
measurable objectives for the implementing the board diversity policy
and to monitor the progress on achieving these objectives. As at
date of this report being published, the Board currently comprise
of 9 members, of which 7 are male and 2 are female. Our Broad
member gender ratio requirement is higher than the requirement of
the Stock Exchange. However, our management will actively seek
for suitable candidates to improve the ratio in the future. We will
continue with our endeavor to increase female representation in our
Board.
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Having reviewed the Board composition, the Board recognises
the importance and benefits of gender diversity at the Board level
and shall continue to take initiatives to identify female candidate(s)
to enhance the gender diversity among the Board members. Our
diversity philosophy including the gender diversity was generally
followed in the workforce throughout the Group for the year ended
31 December 2023. As of the date of this report, approximately
77.8% of Directors and approximately 27.7% of our total workforce
(including senior management) were male. The Group will not
emphasis in employing personnel of a particular gender. Gender
is neutral in our recruitment consideration as no position of any
kind in our Group requires any capability or skill that is regarded as
performed better by one gender than another.

BOARD COMMITTEES

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

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

The Company established the Remuneration Committee in
compliance with the CG Code on 9 October 2005. As at the
publication of this report, the Remuneration Committee comprises
Mr. Ma Renhe, an executive Director, and Mr. Zhang Bingsheng, Ms.
Liu Chunhong and Ms. Wang Feirong (Ms. Wang was appointed on
1 April 2024), three independent non-executive Directors. Mr. Zhang
Bingsheng is the chairman of the Remuneration Committee. Mr.
Jiang Xianpin resigned as a member of the Remuneration Committee
on 1 April 2024.

The principal responsibilities of the Remuneration Committee are to
make recommendations to the Board on the overall remuneration
policy and structure for the Directors and senior management and on
the establishment of a formal and transparent process for approving
such remuneration policy. The Remuneration Committee makes
recommendations to the Board on the remuneration packages of
individual executive Directors and senior management. No Director
will take part in any discussion on his or her own remuneration. The
details of the Directors’ fees are set out in note 9 to the financial
statements.

The Company’s objective for its remuneration policy is to maintain
fair and competitive packages based on business requirements and
industry practice. 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.

The Remuneration Committee held one meeting in total in 2023
which all the members attended. At the meeting, it reviewed the

remuneration of Directors and senior management.

Details of the remuneration by band of the eleven members of the
senior management of the Company, whose biographies are set
out on pages 60 to 70 of this annual report, for the year ended 31
December 2023 are set out below:

A

HIMER (ARET T Number of

Remuneration band (RMB’000) individual

1,000%2,000 1,000 to 2,000 4
2,00024 & Above 2,000 7
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NOMINATION COMMITTEE

The Company established the Nomination Committee on 9 October
2005. As at the publication of this report, the Nomination Committee
comprises Mr. Ma Jianrong, an executive Director, Mr. Liu Xinggao,
Mr. Zhang Bingsheng and Ms. Wang Feirong, three independent
non-executive Directors. Mr. Ma Jianrong is the chairman of the
Nomination Committee. Mr. Jiang Xianpin resigned as a member of
the Nomination Committee on 1 April 2024. Ms. Wang Feirong was
appointed as a member of the Nomination Committee on 1 April
2024.

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 diversity composition (including skills, knowledge
and experience) of the Board and make recommendations to the
Board for any proposed changes.

The Company has adopted a nomination policy. Pursuant to
the nomination policy, in assessing the suitability of a proposed
candidate for directorship, the Nomination Committee will take into
account the following factors of the candidate, including but not
limited to:

° reputation for integrity;

° accomplishment and experience in the manufacturing industry,
in particular, in the textile and garment manufacturing sector;

° commitment in respect of available time and relevant interest;
and

° diversity in all its aspects, including but not limited to race,
gender, age (18 years or above), educational background,
professional experience, skills and length of service.

The Nomination Committee held one meetings with full attendance
in total in 2023. At the meeting, it reviewed and approved the
appointment and reappointment of each director for shareholders’
approval at the forthcoming annual general meeting (*“AGM”).
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APPOINTMENT AND RE-ELECTION OF
DIRECTORS

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

In accordance with the Company’s Articles of Association, any
Directors appointed by the Board as additional Directors or to fill
casual vacancies shall hold office until the next AGM (in the case
of an addition to the Board) or until the next general meeting (in
the case of filling a casual vacancy), and are eligible for re-election
by the shareholders. In addition, all Directors are required to retire
by rotation at least once every three years at the AGM, subject
to re-election by the shareholders. All independent non-executive
Directors are appointed for specific terms of not more than three
years, renewable automatically for successive terms of 3 years
(subject to the requirements of the Company’s Articles of Association
and the Listing Rules). Any further appointment of an independent
non-executive Director, who has served the Board for more than nine
years, shall be subject to a separate resolution to be approved by
the Shareholders.

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 at
the publication of this report, the Audit Committee comprises four
independent non-executive Directors, namely Ms. Liu Chunhong,
Mr. Liu Xinggao, Mr. Zhang Bingsheng and Ms. Wang Feirong. On 1
April 2024, Mr. Jiang Xianpin resigned as the chairman of the Audit
Committee , and Ms, Wang Feirong was appointed to take up the
vacancy, as such, Ms. Wang Feirong is the chairwoman of the Audit
Committee.

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

The terms of reference of the Audit Committee are consistent with
the recommendations as set out in “A Guide for Effective Audit
Committee” published by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA”) and the provisions of the CG
Code and are subject to amendments in response to the regulatory
requirements from time to time (including the Listing Rules).
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The Audit Committee has reviewed with the management and
the external auditors of the Company the annual results and the
accounting principles and practices adopted by the Group and
discussed auditing, risk management, internal control and financial
statements matters including the review of the financial statements
for the year ended 31 December 2023. During the year, the Audit
Committee also met with the external auditors twice with full
attendance, to discuss the audit procedures and accounting issues.

Details of Director’'s attendance at the AGM, Board and Board
Committee Meetings held in 2023 are set out in the following table.
The overall attendance rate of Directors at Board meetings was
100.00%.

HE/ BTEERY
Meetings Attended/Held
EEh BERZEY HMEEE RLZEE RRBEAG
Board Audit Remuneration Nomination
Meeting Committee Committee Committee AGM

HITES
Executive Directors
BEEEY 4/4 - - 1/1 1/1
Mr. Ma Jianrong
BRAMELE 4/4 - - - 1/1
Mr. Huang Guanlin
BLCixE 4/4 - 11 - 11
Mr. Ma Renhe
IEREE 4/4 - - - 1/1
Mr. Wang Cunbo
BRZHut 4/4 - - - 1/1
Ms. Chen Zhifen
BUFRITES
Independent Non-executive Directors
BEREE 4/4 2/2 11 1/1 1/1
Mr. Jiang Xianpin
RIRELE 4/4 2/2 11 1/1 11
Mr. Zhang Bingsheng
ANEEEE 4/4 2/2 1/1 1/1 1/1
Mr. Liu Xinggao
FT L+ 4/4 2/2 11 1/1 1/1

Ms. Liu Chunhong
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FINANCIAL REPORTING

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

RISK MANAGEMENT AND INTERNAL
CONTROLS

The Board recognises its responsibility of risk management and
internal control system and reviewing its effectiveness. The Board
acknowledges its responsibility to assess and determine the nature
and degree of risks that it is willing to take in achieving strategic
goals as well as to maintain an appropriate and effective risk
management and internal control system and to ensure accurate
reporting of the Company’s state of affairs to shareholders and the
public in a timely manner.

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

The overall risk management process of the Company is integrated
in the day-to-day operations of the Group and the management
is entrusted with duties to analyze, identify, monitor, evaluate
and respond to risks associated with the business activities and
operations of the Group. The management will evaluate risk levels
acceptable for the Company, set up and formulate contingency plans
to minimize impact of unpredictable events and report its findings to
the Audit Committee and the Board, who ultimately determine the
nature and extent of significant risk that the Company is willing to
take in achieving its business objectives and direct the Group’s risk
management strategies.
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The Internal Audit Department is tasked with performing internal
audit functions of the Company and plays an important role in
monitoring the internal governance of the Company. The Internal
Auditor reports directly to the Chairman and has direct access to
the Audit Committee. The Internal Audit Department has unrestricted
access to information that allows it to review all aspects of the
Company’s risk management, control and governance processes.
On a regular basis, it conducts audits on major activities and
process of the Group’s business and support units. It also conducts
special reviews or investigations of areas of concern identified
by the management or the Audit Committee. All audit reports are
communicated to the Audit Committee, Directors and key senior
management. Audit issues are tracked and followed up for proper
implementation, with progress reported to the Audit Committee,
Directors and senior management directly and periodically.

The Board, through the Audit Committee, conducts annual review
on the risk management and internal control system of the Group.
The Board reviewed the effectiveness of the risk management
and internal control system of the Group for the year ended 31
December 2023, which covered controls over financial reporting,
operations and compliance, as well as risk management functions,
and considered that the system of internal controls in operation in
the Group have been in place and functioning effectively.

Assisted by the Audit Committee, the Board assessed the
effectiveness of the risk management and internal control system
of the Group by reviewing the investigation results of management
report and internal audits, and considered that the risk management
and internal control system of the Group, as well as the internal audit
function, for the year ended 31 December 2023 was effective and
adequate.

The Group has formulated procedures on the handling and
disclosure of inside information which provides a general guide
to the Company’s Directors, officers, senior management and
relevant employees in handling confidential information, monitoring
information disclosure and responding to enquiries. The procedures
help ensure that any material information which comes to the
knowledge of any officer of the Company should be promptly
identified, assessed and reported to the Board if required, and
that inside information of the Company is disclosed promptly in
accordance with the relevant laws and regulations when necessary.
To further enhance the internal control of the Company, the
Company has adopted a written inside information disclosure policy
on 27 March 2017 to standardize the responsibility and procedure of
information disclosure.
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EXTERNAL AUDITORS

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

The remuneration related to the audit services and non-audit
services provided by Ernst & Young to the Group for the year ended
31 December 2023 amounted to RMB3,700,000 and RMB960,000
respectively. The remuneration related to non-audit services mainly
refers to tax advisory fee.

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

SECURITIES TRANSACTIONS OF DIRECTORS
The Company adopted the Model Code for Securities Transactions
by Directors of Listed Issuers as set out in the Listing Rules as
the Company’s code of conduct regarding Directors’ securities
transactions (“Securities Trading Code”). A copy of the Securities
Trading Code is provided to all Directors upon their appointment.
Reminder will be issued twice a year, being 30 days prior to the
Board meeting approving the Company’s interim results and 60
days prior to the Board meeting approving the Company’s annual
results, reminding the Directors that they are not allowed to deal in
the Company’s securities prior to the announcement of its results
(the period during which the Directors are prohibited from dealing
in shares) and that all transactions must comply with the Securities
Trading Code. Upon specific enquiries, all Directors confirmed
their strict compliance with the relevant provisions of the Securities
Trading Code throughout the year ended 31 December 2023.

Senior management may be in possession of unpublished price
sensitive information or inside information due to their positions
in the Company, and hence, are required to comply with dealing
restrictions under the Securities Trading Code.

COMPANY SECRETARY

The Company Secretary, Mr. Chan Tak Hing Keniji, is responsible
for facilitating the Board process, as well as communications
among Board members, shareholders and management. Mr. Chan’s
biography is set out in the “Biographical Details of Directors and
Members of Senior Management” section on pages 60 to 70 of this
annual report. During the year, Mr. Chan undertook not less than 15
hours of professional training to update his skills and knowledge.
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INVESTORS RELATIONS AND
COMMUNICATION

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

Our Investor Relations Department communicates with research
analysts and investors through various channels in an on-going
manner and provides them with up-to-date and comprehensive
information about the Group’s strategies and development. The
Group is honored to receive the Best Investor Relations Awards
(Large-cap) from the Hong Kong Investor Relations Association in
2023.
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The Company also issues press releases from time to time
throughout the year and responds to requests for information and
queries from the investors. Current information on the Company
including interim and annual reports, announcements, circulars,
press releases and presentations material can be retrieved through
our Company’s website www.shenzhouintl.com. Information on the
website is updated in a timely manner to ensure the speed, fairness
and transparency of our disclosure. We recognize that not all
shareholders and stakeholders have ready access to the internet. If
necessary, hard copies of those website information listed above are

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

The Company has a policy of open communication and fair
disclosure. Disclosure is a key means to enhance our corporate
governance standards, in that it provides our shareholders and
other stakeholders with the information necessary for them to form
their own judgment and to provide feedback to us. The Company
understands that more disclosure does not necessarily result in
increased transparency. The integrity of the information provided is
essential for building market confidence.
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The Board and senior management recognize their responsibility
to represent the interests of all shareholders and to maximize
shareholder value. Therefore, we strongly encourage shareholders
to put forward proposals at an AGM or extraordinary general
meeting (‘EGM”) including a written notice of those proposals that
could be addressed to the Company Secretary at the registered
office. Enquires may be put to the Board by contacting either the
Company Secretary through our hotline 852-2310-4920, email at
2313ir@shenzhougroup.com or raising questions at an AGM or
EGM. Questions on the procedures for convening or putting forward
proposals at an AGM or EGM may also be put to the Company
Secretary by the same means.

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

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

Memorandum and Articles of Association

In order for the Company’s existing memorandum and articles
of association (the “Articles”) to comply with the laws of the
Cayman Islands and the requirements of the Listing Rules of The
Stock Exchange of Hong Kong Limited, the Company has made
amendments to the existing Articles. Such amendments were
adopted and approved at the AGM held on 30 May 2023. For
details, please refer to the Company’s announcements dated 28
March and 30 May 2023.

Save as disclosed above, during the year ended 31 December 2023,

there was no material change in the Memorandum and Articles of
Association of the Company.
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(As at the date of this annual report being published on 25 April 2024)

EXECUTIVE DIRECTOR

Mr. Ma Jianrong (E#& % %), aged 60, is an executive Director,
the Chairman of the Group and the chairman of the Nomination
Committee. He is a senior economist. He is responsible for the
overall business development strategy of the Group and has over
42 years of experience in the textile industry. Prior to joining the
Group in 1989, he worked for Shaoxing Cotton Mill (42 #4345 k)
and Hangzhou Linping Knitting and Garment Plant (177 )M B S &1 45
AREE ) . After joining the Group, Mr. Ma served as the manager of
the knitting and weaving department, a deputy general manager
and the general manager of Ningbo Shenzhou Weaving Group Co.,
Ltd. (“Ningbo Weaving”), the earliest operating entity of the Group.
He has been acting as the chairman of Ningbo Shenzhou Knitting
Co., Ltd. (“Shenzhou Knitting”) since April 2005. He was appointed
as the chairman of the Nomination Committee on 1 April 2012. Mr.
Ma is a Vice-president of the fifth session of the council of the China
National Textile and Apparel Council and the vice-chairman of China
National Garment Association (FERZE &) and was awarded
with Individual with Outstanding Contribution in Textile Industry of 40
Years of Chinese Economic Reform (X BN+ FE4HMITEEH
SELAY)), “Charity Model of Ningbo (BRTHREEMIR)”, “Charity
Prize of Zhejiang — Individual” (AT 2 &= 4E — {8 A £Z) and “Prize for
Outstanding Charity Contribution in China” (FR [ % 2 28 11 & A 5%) .
Mr. Ma is the brother-in-law of Mr. Hung Guanlin and is a cousin of
Mr. Ma Renhe (his father and Mr. Ma Renhe’s father are brothers). Mr.
Ma is a director of (i) Keep Glory Limited, the controlling shareholder
of the Company interested in 42.36% of the issued share capital of
the Company; and (ii) Splendid Steed Investments Limited, which in
turn is interested in 78.28% of the issued share capital of Keep Glory
Limited and thus is deemed to be interested in the shares of the
Company held by Keep Glory Limited pursuant to the Securities and
Futures Ordinance (Chapter 571 of the Laws of Hong Kong).

Mr. Huang Guanlin (ERM & E), aged 59, is an Executive Director
and the general manager of the Group. He is responsible for the daily
operations of the Group such as production, sales and marketing
and has over 36 years of experience in the textile industry. Mr.
Huang graduated from Zhejiang University of Technology GH7L T %
K2), majoring in chemical industry management and engineering.
Prior to joining the Group in 1989, he worked for a silk knitting mill
in Yuhang County, Zhejiang Province. After joining the Group, Mr.
Huang worked as the manager and a deputy general manager of the
production and operation department of Ningbo Weaving. He has
been the general manager of Shenzhou Knitting since April 2005. Mr.
Huang was the chairman of the Nomination Committee during the
period from October 2005 to March 2012. He is the brother-in-law of
Mr. Ma Jianrong. Mr. Huang is a director of Keep Glory Limited, the
controlling shareholder of the Company interested in 42.36% of the
issued share capital of the Company.
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(As at the date of this annual report being published on 25 April 2024)

Mr. Ma Renhe (B{-#1%t %), aged 64, is an Executive Director,
a deputy general manager of the Group and a member of the
Remuneration Committee. He is responsible for administration,
dyeing and finishing affairs of the Group and has over 47 years of
experience in textile industry. Prior to joining the Group in 1989,
he worked for Shaoxing Cotton Mill and Hangzhou Linping Knitting
and Garment Plant. After joining the Group, Mr. Ma worked as the
manager and a deputy general manager of the dyeing and finishing
department of Ningbo Weaving. He has been a deputy general
manager of Shenzhou Knitting since May 2002. From October 2005
to March 2012, Mr. Ma was also the chairman of the Remuneration
Committee and subsequently redesignated as a member of the
Remuneration Committee. He is a cousin of Mr. Ma Jianrong (his
father and Mr. Ma Jianrong’s father are brothers).
Mr. Wang Cunbo (EFE%EE), aged 52, is an Executive
Director and a deputy general manager of the Group. He joined
the Group as the department head of the finance department of
the Group and financial controller of Shenzhou Knitting in May
2004. He was appointed as a Director of the Group in 2011 and
became deputy general manager of the group since 16 December
2016. He graduated from Zhejiang University of Technology GHf
JIT #K2), majoring in biology and chemical engineering, with
a bachelor’s degree in engineering in 1995. In the same year,
Mr. Wang studied at Zhejiang University of Technology where he
obtained a master’s degree in management in 1998. In addition,
he obtained the certificates of the PRC certified public accountant,
the PRC registered tax agent and the PRC certified public valuer
and senior accountant and the operating permit of the PRC public
certified accountant in securities and futures-related business. Prior
to joining the Group, he was a partner of Ningbo Tianjian Yongde
United Accounting Firm (28 3§ K Kk & & st = #FA)
general manager of Ningbo Yongde Corporate Management and
Consulting Firm (288 k@ ¥ S IR A0 B FEFT),
years of experience as certified accountant.

a deputy

and has over 6
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(As at the date of this annual report being published on 25 April 2024)

Mr. Hu Jijun (83%E % 4), aged 54, graduated from Ningbo
University of Technology, formerly known as Ningbo College with a
certificate of completion of enterprise management major course
in 1989. In 2015, Mr. Hu obtained the Zhejiang Province Senior
Economist Professional Certificate. Mr. Hu is currently General
Manager of the Group’s Cambodian Production Base.

Mr. Hu joined the Group in 1989 as a Deputy Manager of the Group’s
Production and Operations Department, where he played a key role
in managing the day-to-day operations. Mr. Hu was the assistant to
the General Manager of the Group from 1999 to 2005. Mr. Hu served
as the Vice General Manager of the Group from 2006 to 2012,
where he managed sales-related work. Mr. Hu was appointed as the
General Manager of the Group’s own brands from 2013 to 2020. Mr.
Hu was appointed as an executive director of the Company, effective
1 April 2024.

Mr. Hu holds approximately 3.40% interest in Fairco Group Limited,
a company incorporated in the British Virgin Islands with limited
liability, which in turn holds 74,196,250 shares representing
approximately 4.94% interest in the Company.
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(As at the date of this annual report being published on 25 April 2024)

INDEPENDENT NON-EXECUTIVE DIRECTOR
Mr. Zhang Bingsheng (SRIA4% &), aged 61, joined the Group on
1 September 2018 as an Independent Non-executive Director and a
member of each of the Audit Committee, Remuneration Committee
and Nomination Committee. Mr. Zhang has been appointed as the
chairman of the Remuneration Committee with effect from 1 March
2021. Mr. Zhang graduated from the Department of History of
Fudan University (1§ B K2)in July 1984. He obtained a doctoral
degree in International Law from School of Law of University of
International Business and Economics in 2004. From July 1984 to
March 1996, Mr. Zhang served as a lecturer of the Department of
Politics and History and the Department of Politics and Economics
of Ningbo Teachers’ College (B ;& EM#22P7%) . From March 1996 to
October 1998, Mr. Zhang served as a lecturer of the Department of
Politics and Economics of the Faculty of Teachers and Education of
Ningbo University (8 K2 EME £ %) . Mr. Zhang served in Ningbo
University as Deputy Officer of the Faculty of Social Science from
October 1998 to April 2000, as Deputy Director of Science and
Research Administration Office from July 2005 to January 2006, as
Associate Dean of the Law School from April 2000 to July 2005 and
from January 2006 to November 2010. Mr. Zhang was promoted to
Professor in December 2006 and has served as the Dean of the Law
School of Ningbo University from November 2010 to January 2019,
and is currently acting as Professor of the Law School of Ningbo
University.

Mr. Zhang’s main academic part-time positions include Standing
Director of Chinese Society of International Economic and Trade Law
Research (FF B B FR A7 B 5 75 28138) , Standing Director of China
Intellectual Property Research Society (FREIA 8 EH#IZEE), Vice
President of Zhejiang Intellectual Property Research Society Gif;T
LR EMEMIEE), president of Ningbo Intellectual Property Law
Research Society (B E Al ERE L 2R D).

Mr. Zhang’s main social part-time positions include an arbitrator of
eac Ningbo Arbitration Commission (BE{Hh#EZE %), Shaoxing
Arbitration Commission (A {HEHZEZEF), Qingdao Arbitration
Commission (& & #Z & €) and Shenyang Arbitration Commission
CERRHhEHZEE®), and a lawyer of Zhejiang Alljoin Law Firm (i

S B EZEMEFEFR) . Prior to joining the company, Mr. Zhang had
served as an independent director of Ningbo Thermal Power Co., Ltd.
(BRHERIDARAT)and an independent director of Zhejiang
Tengtou Landscape Co., Ltd (M TEBEEMBKMDBRAR). Both
terms of office have expired now. He has been an independent
Director of Zhejiang Reclaim Construction Group Co.,Ltd. (3171 & E
BEZREBRMABMRAT) ("Reclaim”) (002586). Reclaim is a listed
company of the ChiNext of the Shenzhen Stock Exchange of China.
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(As at the date of this annual report being published on 25 April 2024)

Ms. Liu Chunhong (B|F AT % T), aged 55, joined the Group on
1 March 2021 as an Independent Non-executive Director and a
member of each of the Audit Committee and the Remuneration
Committee. Ms. Liu graduated from Donghua University, formerly
known as China Textile University, with a bachelor of mechanical
engineering in textile machinery in 1991 and a master’s degree
in 1997 in mechanical engineering. In 2000, Ms. Liu obtained a
doctorate degree in business management from Shanghai Jiao
Tong University. Ms. Liu is currently a professor of business and
management and doctoral supervisor at Donghua University.

She joined Donghua University as the deputy head of the Master
of Business Administration Education Centre in March 1997, where
she was responsible for the start-up, planning and operation of the
entire programme. Ms. Liu was the director of the department of
finance of Donghua University from April 2002 to March 2003, the
dean of the International Culture Exchange School from April 2003 to
December 2009, and the assistant to the president since September
2007, during which she also served as the dean of the School of
Adult Continuing Educational and Online Education and the dean of
the Raffles Academy of Continuing Education. From December 2009
to April 2019, she was the vice president of Donghua University,
during which she also served as the dean of College of Fashion
and Art Design and the dean of the Shanghai International College
of Fashion and Innovation, and was the vice-chairwoman of the
Shanghai Donghua University Education Development Foundation
and the executive president of the Donghua University Alumni
Association. From July 2019 to December 2020, Ms. Liu was also
the chairwoman of Shanghai Shanghu Digital Technology Limited (L=
BT BRI B R /AT). Currently, Ms. Liu is the chief researcher
of the Shanghai International College of Fashion and Innovation,
Donghua University, as well as the chairwoman of the Shanghai
Fashion Accessories Society, and an independent non-executive
director of HOdo (stock code: 600400).
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(As at the date of this annual report being published on 25 April 2024)

Mr. Liu Xinggao (BB &Z %), aged 55, joined the Group on
1 March 2021 as an Independent Non-executive Director and
a member of each of the Audit Committee and the Nomination
Committee. Mr. Liu obtained a bachelor's degree in engineering
from Tianjin University in 1991, a master’s degree in engineering
from Zhejiang University in 1997, and a doctorate degree in
engineering from the college of Control Science and Engineering of
Zhejiang University in 2000. He is currently a professor and doctoral
supervisor at the College of Control Science and Engineering of
Zhejiang University.

Mr. Liu was a post-doctoral fellow at the Department of Control
Science and Engineering of Tsinghua University from 2000 to 2002
and a visiting scholar at Department of Process and Control of
Newcastle University in the United Kingdom in 2001. Mr. Liu is
currently a member of the Institute of Electrical and Electronics
Engineers and the Institution of Engineering and Technology. Mr.
Liu was an awardee of the Zhejiang Natural Science Fund for
Distinguished Young Scholars in 2010 and obtained the Grade A
engineering management honour (the highest honour) granted by
Sinopec Assets Management Co., Ltd. in 2017. Mr. Liu was awarded
the First Prize for the State Scientific and Technological Progress
Award in 2014, the Outstanding Award of Science and Technology
Progress by the Chinese Association of Automation in 2019, and
the Second Prize for the State Scientific and Technological Progress
Award in 2020. He returned to work at the College of Control
Science and Engineering of Zhejiang University as an introduced
talent in 2002, where he has worked since.
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(As at the date of this annual report being published on 25 April 2024)

Ms. Wang Feirong (EfR## % ), aged 49, obtained a bachelor’s
degree in industrial management engineering from Wuhan University
of Technology, formerly known as Wuhan Industrial University in
1997, a master’s degree in technical economics and management
from Zhejiang University of Technology in 2000, and a doctorate
degree in management science and engineering from Zhejiang
University in 2009. She currently serves as a professor at the
College of Management of Zhejiang University of Technology. She
is also a director of the Department of Business Administration,
Innovation, Entrepreneurship and Investment Management, Party’s
committee member and a supervisor of master students in the same
university. She is also a member of the Chinese Institute of Certified
Public Accountants, an executive director of the Zhejiang Women’s
Research Association® (M I &IFZEFZLE), and a director of the
Zhejiang Researching Association for small and medium enterprises.
Ms. Wang was appointed as an independent nonexecutive
director, a chairperson of the Audit Committee and a member of
the Remuneration Committee and Nomination Committee of the
Company, effective 1 April 2024.

Ms. Wang was a visiting scholar at California State University, Los
Angeles in 2011. Throughout the years of her research work in
the field of innovation and entrepreneurship of small and medium
enterprises, Ms. Wang has spearheaded over ten research projects,
including those funded by the National Social Science Fund of China,
the Ministry of Education of China, the Zhejiang Provincial Natural
Science Foundation, the Science Technology Department of Zhejiang
Province and the Zhejiang Provincial Philosophy and Social Science
Fund* (A IBET2HFREESE). Her research work focuses on
small and medium enterprises, innovation and entrepreneurship.
Additionally, Ms. Wang has contributed significantly to the field
through undertaking more than ten consulting projects for
governmental departments and enterprises, made five publications
and published over 60 research papers.

Ms. Wang has been widely recognized for her research
contributions. She has been awarded the second and third prizes
for scientific research achievements in higher education institutions
by the Department of Education of Zhejiang Province. Ms. Wang’s
courses have also been distinguished as first-class courses and
exemplary courses. Ms. Wang has been recognized as one of the
Top Ten Young Teachers in the Youth Teachers Teaching Skills
Competition (EEHENZH 2R EELLE) and ranked first in Micro-
Course Teaching Competition (ERZ 2 LEE) organized by Zhejiang
University of Technology. Ms. Wang’s commitment to education and
her outstanding performance have earned her honorary titles such as
the Excellent Teacher on multiple occasions.

N B PR SE B #2AR B FR 2 & Shenzhou International Group Holdings Limited



EFEREREIEEKERE

Biographical Details of Directors and Members of Senior Management

(BLEAFRAEHN_E_MEMBE _+HH)

REME

BRERLEE I +=m R-ZTENEAA
MAXEE REFEBEMHFEER QT
ME-RELEHEBERA _+/N\FEZ MBS
E-RENBEREHAZER - REERFAETL
BERRIPUATEHEEEEREALT
B > TREAEBFAREHMLTER
CE - BACFMAEEE BAEEMRE

SHREEE

BRELE B+ N\m AEERBKEE &8
EROERMHRBREMNEEIF &
MBERAZTRAEIHFER - REER
—NMA\NFLtAMBAERRE  RBEERK
BERGHSE TESESHEE RM
R B BR AT IR AR AS IR B IR Ko AR B AR AR IR
BhEE o

BEERERE RNt m AEEREKE
BEAEENZHAINRIBNEEEE 7
MBERABBR=ZTAFEER - IN—NN\
FMBAEHRF RENXPFRHERTIERE
BN IF-BEEBEERBEMLERE
£~ BEREPATIE ~ R —BPASIE « ARASIRBHIE
Fe A M ABAS IR BN T ©

(As at the date of this annual report being published on 25 April 2024)

COMPANY SECRETARY

Mr. CHAN Tak Hing, Kenji (BRIEE &), aged 53, joined the
Group in September 2008. He is currently the Financial Controller
and Company Secretary of the Group. Mr. Chan has over 28 years
of experience in auditing, financial controlling, company secretarial
and accounting. Mr. Chan holds a Master Degree in Business
Administration and a Master of Science Degree in China Business
Management. Mr. Chan is also a fellow member of the Association
of Chartered Certified Accountants, an associate member of the
Hong Kong Institute of Certified Public Accountants, a Certified Tax
Adviser in Hong Kong, a fellow member of the Institute of Chartered
Accountants in England & Wales and a fellow member of The Hong
Kong Chartered Governance Institute.

SENIOR MANAGEMENT

Mr. Chen Lan (/A S &) , aged 58, is a deputy general manager of
the Group, responsible for the procurement of raw materials, such
as cotton yarn, and information management, and has over 35 years
of experience in textile industry. After joining the Group in July 1989,
he served as the manager of the weaving department, the deputy
manager of the production and operation department, the manager
of the raw materials procurement department and an assistant to the
general manager of Ningbo Weaving and an assistant to the general
manager of the Group.

Mr. Gu Chaoquan (BEEAHEK ), aged 62, is a deputy general
manager of the Group, responsible for the Group’s garment factory
in Anhui, and has over 36 years of experience in textile industry. Prior
to joining the Group in 1989, he worked for the government of Beilun
District, Ningbo City, China. Mr. Gu served as the deputy head of
the office, the manager of the garment manufacturing department,
the manager of the No. 1 garment manufacturing department (&7%
—3&F), assistant to the general manager of Ningbo Weaving and an
assistant to the general manager of the Group.
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(As at the date of this annual report being published on 25 April 2024)

Mr. Yan Delin (S &M% %), aged 69, is a deputy general manager
of the Group, in charge of the infrastructure work of the Group and
has over 35 years of experience in textile industry. He has obtained
the certificate of assistant economist. Prior to joining the Group,
Mr. Yan worked as the head of the equipment division of Hangzhou
Linping Knitting and Garment Plant, the head of its office, and a
deputy general manager of joint venture companies under Yuhang
Cooperative Office (RWBRIEHIAZE), during which, he served as
the general manager of a Cambodian company under the Yuhang
Cooperative Office. After joining the Group in October 1999, Mr. Yan
worked as the deputy head of the office of Ningbo Weaving and the
general manager of Shenzhou (Cambodia) Co., Ltd.. He graduated
from the Correspondence College at the Party School of the Central
Committee of CCP, majoring in economic management.

Mr. Jiang Tao GIiE%4), aged 57, is an assistant to the general
manager and the manager of the Uniglo Business Department of
the Group. He has 28 years of experience in knitting and weaving
industry. Mr. Jiang graduated from the Faculty of English at Shanghai
University (E78KX2), majoring in English for international trade.
Prior to joining the Group, he worked at Shanghai Dongfang Rimian
Company Limited (E/8E 75 BAEBR/AR) . After joining the Group
in October 1998, Mr. Jiang served as an assistant to the general
manager of Ningbo Weaving and was responsible for the sales to
Uniglo.

Mr. Cui Jifeng (42885 %), aged 60, is an assistant to the
general manager of the Group, responsible for the Group’s
technology and quantity affairs, and has over 35 years of experience
in textile industry. Prior to joining the Group in 1990, he worked as
the deputy factory manager of Ningbo Beilun Garments Plant (2
WIb@BREER) , in charge of technology. Mr. Cui served as the
deputy manager of the production and operation department and an
assistant to the general manager of Ningbo Weaving.
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(As at the date of this annual report being published on 25 April 2024)

Mr. Hu Yonghai (88785 4%), aged 58, is an assistant to the
general manager of the Group, responsible for the affairs of
fabric technology, and has over 35 years of experience in textile
industry. He obtained the certificate of assistant economist. Mr. Hu
graduated from Zhejiang University of Technology Gif;T T % A 23)
with a bachelor’s degree in industrial management engineering. He
joined the Group immediately after graduation and worked as an
assistant manager, deputy manager of the production and operation
department and an assistant to the general manager of Ningbo
Weaving, responsible for the affairs of fabrics and technology.

Mr. Ma Bin (B#% %), aged 53, joined the Group in 2001.
Currently, he is an assistant to the general manager and the
manager of the NIKE Business Department of the Group. He is fully
in charge of the operation and project management and customer
relationship maintenance of the NIKE business department. Mr. Ma
has 24 years of experience in the textile industry. After joining the
Group, he participated in the formation of the Shenzhou Department
of European and U.S. Business and was responsible for targeting
potential customers. He has been responsible for the NIKE business
since early 2005. In January 2009, he was appointed as an assistant
to the Group’s general manager. He graduated from the Department
of Electronic Engineering of the Fudan University (8 B A%2)and
later obtained his SUFE-Webster joint MBA from the MBA School of
Shanghai University of Finance and Economics (/B8R AE T
EIEE[R) . Before joining the Group, Mr. Ma served as the business
development manager of the Sealand Securities.

Mr. Song Qing (RE ), aged 54, is an assistant to the general
manager and the manager of the ADIDAS Business Department
of the Group. He is fully in charge of the general management
and system construction of the ADIDAS Business Department of
the Group. He assists the general manager with other aspects of
operations and has 26 years of experience in the textile industry.
In 1994, Mr. Song graduated from the Department of Computer
Science and Technology of the Northwestern Polytechnical University
(FEIE T KE). He obtained a Master of Technology from the
National University of Singapore in 2004 and graduated from the
NTU-SJTU Joint MBA (MBA) Programme in 2008. Having joined the
Group in January 2007, Mr. Song has 10 years of work experience
in Singapore. Beginning in 1997, he worked as a senior software
development engineer for a software development firm for a year. In
1998, he joined Yonghua Industrial Company Limited (7k ZE T 2£FA
ABBRAE) of the textile industry and served as its IT Manager and
Chief Information Officer (CIO) successively.

Annual Report 2023 £ R

69



70

EFEREREEEKRERE

Biographical Details of Directors and Members of Senior Management

(BLEAFRAEHN_E_MEMB _+HH)

BAERE B+ O FEERBKE
BEAEENEESE THREERBA
STOEERER O R-—NANTE_REA
BRNSS BEEERBEEELEHNEY
MEE > EEFB MRS R > EES B AR
RESEEBEMRBREEREESE
BEIF RIT-N\F-RETEERE®E
KB GHEEETIF TREEQATIEEE
EEFNEE - EE BB - EE-ETE
RTELfETERG 2UEERFEEG
B EEREREENEK  RREES
B EEERERH BEREETHTM -

FlkE > E+—m BHETRE 711992
FMALER THBEXEARFTFL
BoRasEET Rt ENER R IRNE
EEZ - EBEERAHFHERFM
FREFE R A BEE B RFARREARAF
BN RABEEA UL EEE
PROIERBEBEE-

BEgkE  m+meg - REEERE (M) &
RABMBEE - EHBERB20FE LK
B2 o 1R2004F3EMARERE > BEHRMN (R
) ARAFMRCIERE BIARKE 1B
() ARAFRRBEE -BEBiTEE
IR GRIIMEKRE) » £1E
TRBEX FAKERB LB

(As at the date of this annual report being published on 25 April 2024)

Mr. Yang Honghui ({5415 4%), aged 55, is a deputy general
manager of the Group and is responsible for the production planning
of the Group. He has accumulated over 34 years of management
experience in textile industry. He joined in Shenzhou Weaving in
February 1990. He once served as the manager of trims office of
the production and operation department and accessory department
of Ningbo Weaving, vice head of production planning department,
head of production planning department, and was responsible for
the procurement and management of auxiliary materials as well
as production planning and management of the Group. He was
appointed as the vice general manager of the Group in January
2018. His main duties included: assisting the general manager
to work, executing the guidance, direction, supervision and
management on daily production and operation of the Company.
This includes improving the production management system,
participating in the formulation and planning of the plan of the Group
yearly, allocating the orders from each of the clients of the Group,
preparing the production plan, tracking production progress, to
ensure the completion of production task.

Mr. Jin Shan, aged 51, is an assistant engineer. He joined the
Group in 1992 and has 32 years of working experience in the
textile industry. He is currently responsible for the production and
operation of the Group’s four garment factories in Ningbo. Mr. Jin
Shan once served as the manager of Ningbo Daxie Development
Zone Shenzhou Garment Co., Ltd. (B3R A& BMNIREF A IR
‘AT]), the manager of Ningbo Shendie Garment Co., Ltd. (2K &
HARE B R/AT]), and the person in charge of the fifth department
of Shenzhou Garment (B2 17 7 2B) . Mr. Jin Shan graduated from
Jiangnan University majoring in economics.

Mr. Zhou Gaofeng, aged 44, is currently the general manager
of Worldon (Vietnam) Co., Ltd.. He has 20 years of working
experience in the textile industry. He joined the Group in March
2004. He once served as assistant to the general manager and
deputy general manager of Shenzhou (Cambodia) Co., Ltd. and the
deputy general manager of Worldon (Vietnam) Co., Ltd.. Mr. Zhou
Gaofeng graduated from Zhejiang College of Finance and Economics
(currently known as Zhejiang University of Finance and Economics),
majoring in finance, and holds a bachelor’'s degree in economics.
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The Directors of Shenzhou International Group Holdings Limited
(the “Company”) are pleased to submit their report together with the
audited financial statements of the Company and its subsidiaries
(collectively the “Group”) for the year ended 31 December 2023.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATIONS

The principal activity of the Company is investment holding and
garment trading. The primary activities of its principal subsidiaries
are set out in note 1 to the financial statements.

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

BUSINESS REVIEW AND PERFORMANCE

A fair review of the business of the Group and a discussion and
analysis of the Group’s performance during the year and the material
factors underlying its results and financial position and principal risks
and uncertainties facing the group are provided in the Chairman’s
Statement, Financial Review and Business Review sub-sections
in the Management Discussion and Analysis section respectively
from pages 12 to 17, pages 30 to 38 and pages 28 to 30 of this
annual report. The future development of the Group’s business is
discussed throughout this annual report including in the Chairman’s
Statement and Future Prospect and Strategies sub-section in the
Management Discussion and Analysis section from pages 12 to 17
and 39 to 41 of this annual report. In addition, more details regarding
the Group’s performance by reference to environmental and social-
related key performance indicators and policies, are provided in the
Environmental, Social and Governance Report published at the same
time as this annual report. The discussion above forms part of this
Report of the Directors.

RELATIONSHIP WITH EMPLOYEES,
CUSTOMERS AND SUPPLIERS

For our relationship with employees, customers and suppliers,
please refer to the Group’s 2023 Environmental, Social and
Governance Report issued on 25 April 2024, as well as the relevant
sections in the Report of the Directors, notes to the financial
statements and the Management Discussion and Analysis in this
annual report.
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RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2023 and
the state of affairs of the Company and of the Group as at that date
are set out in the financial statements on pages 93 to 207.

The Board recommends the payment of a final dividend of HKD1.08
(equivalent to approximately RMB0.98) per ordinary share for the
year ended 31 December 2023 to shareholders whose names
appear on the register of members of the Company on 12 June
2024. However, the proposed payment of the dividend shall be
subject to approval by shareholders at the forthcoming AGM to be
held on 28 May 2024 and subject to such approval having been
obtained, the payment of such dividend is expected to be on 20
June 2024.

Interim dividend of HKDO0.95 (equivalent to approximately RMBO0.88)
per share was declared for the six months ended 30 June 2023 (for
the six months ended 30 June 2022: HKD1.06 per Share) to the
shareholders whose names appeared on the register of members of
the Company at the close of business on 15 September 2023. The
interim dividend was paid on 28 September 2023.

There was no arrangement under which a shareholder of the
Company had waived or agreed to waive any dividend during the
year ended 31 December 2023.

BOOK CLOSURE

The register of members of the Company will be closed from
Thursday, 23 May 2024 to Tuesday, 28 May 2024, both dates
inclusive, during which period no transfer of shares will be registered.
In order to establish the identity of the shareholders who are entitled
to attend and vote at the AGM, all transfer forms, accompanied by
the relevant share certificates, must be lodged with the Company’s
Share Registrar, Computershare Hong Kong Investor Services
Limited at Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wan Chai, Hong Kong for registration not later
than 4:30 p.m. on Wednesday, 22 May 2024.

The register of members of the Company will be closed from Friday,
7 June 2024 to Wednesday, 12 June 2024, both dates inclusive,
during which period no transfer of shares will be registered. In order
to establish the identity of the shareholders who are entitled to the
said final dividend which will be resolved and voted at the AGM, all
transfer forms, accompanied by the relevant share certificates must
be lodged with the Company’s Share Registrar, Computershare
Hong Kong Investor Services Limited at Shops 1712-1716, 17th
Floor, Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong
Kong for registration not later than 4:30 p.m. on Thursday, 6 June
2024.
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DIVIDEND POLICY

The Company has adopted a dividend policy. In deciding whether
to propose a dividend and in determining the dividend amount, the
Board will take into account the Group’s earnings performance,
financial position, investment requirements and future prospects.

The payment of dividend is also subject to any restrictions under the
applicable laws and the Company’s Articles of Association.

RESERVES

Details of movements in the reserves of the Company and of
the Group during the year are set out in note 32 to the financial
statements and in the consolidated statement of changes in equity,
respectively.

DONATIONS

Charitable and other donations made by the Group during the year
amounted to approximately RMB4,069,000.

PROPERTY, PLANT AND EQUIPMENT

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

SHARE CAPITAL

Details of the movements in the authorised or issued share capital of
the Company are set out in note 31 to the financial statements.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company as at 31 December 2023,
calculated in accordance with the Companies Law Cap. 22 (Law
3 of 1961, as consolidated and revised) of the Cayman Islands,
amounted to RMB29,931,934,000, of which RMB1,471,198,000 has
been proposed as final dividend for the year.

PRE-EMPTIVE RIGHTS

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

SUMMARY OF FINANCIAL INFORMATION

A summary of the results, assets and liabilities of the Group for the
last five financial years is set out on page 4.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries has purchased,
redeemed or sold any of the Company’s listed securities for the year
ended 31 December 2023.

SHARE SCHEME

No share scheme was operated by the Company as at 31 December
2028.

DIRECTORS
The Directors during the year and up to the Latest Practicable Date
were:

Executive Directors:
Mr. Ma Jianrong
Mr. Huang Guanlin
Mr. Ma Renhe
Mr. Wang Cunbo
Ms. Chen Zhifen
(resignation effective on 31 January 2024)
Mr. Hu Jijun
(appointment effective on 1 April 2024)

Independent Non-executive Directors:
Mr. Jiang Xianpin

(resignation effective on 1 April 2024)
Mr. Zhang Bingsheng
Ms. Liu Chunhong
Mr. Liu Xinggao
Ms. Wang Feirong

(appointment effective on 1 April 2024)

In accordance with Articles 87(1) and 87(2) of the Company’s
Articles of Association, Mr. Ma Renhe, Mr. Liu Xinggao and Ms.
Liu Chunhong shall retire by rotation at the forthcoming AGM and,
being eligible, have offered themselves for re-election thereat.
In accordance with Article 86(3) of the Company’s Articles of
Association, any Director appointed by the Board shall hold office
only until the first annual general meeting of the Company after his/
her appointment and shall then be eligible for re-election at that
meeting. Mr. Hu Jijun and Ms. Wang Feirong were appointed as
an executive Director and an independent non-executive Director
respectively, both with effect from 1 April 2024. They shall hold office
until the forthcoming AGM, and being eligible, offered themselves for
re-election thereat.
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The independent non-executive Directors are appointed for a term
of three years. The Company has received annual confirmation of
independence from each of its independent non-executive Directors
pursuant to Rule 3.13 of the Listing Rules and considers that they
are all independent.

In accordance with Rule 13.51B(1) of the Listing Rules, there are
no changes to information required to be disclosed by the Directors
of the Company pursuant to paragraphs (a) to (e) and (g) of Rule
13.51(2) for the year ended 31 December 2023 and up to the Latest
Practicable Date.

DIRECTORS’ SERVICE CONTRACTS

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

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

Under the respective service contracts, each of the executive
Directors is entitled to an annual discretionary management bonus
as the Remuneration Committee of the Board may approve, provided
that the aggregate amount of the discretionary management
bonuses payable to all executive Directors in respect of any financial
year of the Group would not exceed 5% of the net profits of the
Group after taxation and minority interests and less the aggregate
amount of the discretionary management bonuses but before non-
recurring items for the relevant financial year.
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None of the Directors offering themselves for re-election at the
forthcoming AGM has a service contract which is not determinable
by the Company within one year without payment of compensation
(other than statutory compensation).

PERMITTED INDEMNITY AND DIRECTORS’
AND OFFICERS’ LIABILITY INSURANCE

During the year ended 31 December 2023 and as at the Latest
Practicable Date, pursuant to the Articles of Association of the
Company and subject to the provisions of the Companies Law of
the Cayman Islands, every Director, auditor or other officer of the
Company was entitled to be indemnified out of the assets and profits
of the Company against all actions, costs, charges, losses, damages
and expenses incurred or sustained by him/her as a Director,
auditor or other officer of the Company, other than for any matter
in respect of any fraud or dishonesty which may attach to any such
persons. The Company has arranged appropriate Directors’ and
officers’ liability insurance coverage for the Directors and officers of
the Company during the year in respect of any legal actions which
may be taken against the Directors and officers in the execution and
discharge of their duties or in relation thereto.

REMUNERATION OF THE DIRECTORS
Details of the remuneration of the Directors are set out in note 9 to
the financial statements.

DIRECTORS’ INTERESTS IN CONTRACTS
During the year ended and as at 31 December 2023, no
arrangement subsisted to which the Group was a party, and the
object of which was to enable any Director to acquire benefits by
means of acquisition of shares or debentures of the Company or any
other body corporate.

Save as disclosed under the heading “Connected transactions”
and “Continuing connected transactions” below and “Related party
transactions” in note 37 to the financial statements, no Director or
an entity connected with a Director had a material interest, either
directly or indirectly, in any transaction, arrangement and contract of
significance to the business of the Group to which the Company, or
any of its holding companies, subsidiaries or fellow subsidiaries was
a party during or at the end of the year.
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DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

During the year ended 31 December 2023, none of the Directors had
any interest in any business which competes or is likely to compete,
directly or indirectly with the Group’s business.

BIOGRAPHICAL DETAILS OF THE DIRECTORS
AND MEMBERS OF SENIOR MANAGEMENT
Brief biographical details of the Directors of the Company and
members of the senior management of the Group are set out on
pages 60 to 70.

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

As at 31 December 2023, 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 recorded
in the register required to be kept under 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 (“Securities Trading Code”) contained in the Rules
Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”), were as follows:
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MEATRBSBERPZEE Long positions in ordinary shares of the Company
HEREEET
ey st SRR EREER KRir&H f& 4 & 53 LE(%)
Percentage of
the Issued Share
Capacity and Capital of
Name Notes  Nature of Interest Number of Shares the Company
BEmit 1 RPEEE S 636,806,950 42.36%
Mr. Ma Jianrong 1 Interest of controlled 636,306,950 42.36%
corporations
BCMLE 2 REEEER 74,196,250 4.94%
Mr. Ma Renhe 2 Interest of controlled 74,196,250 4.94%
corporations
B EE - Notes:

RIEZ=F+"HB=+—H > HBEERL
3 (MpE — RPN EBREREEEMML
2 ERAT) $¥75636,806,9500% %1% T
EEREFARAR (FEE)) ~BMX (HK)
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As at 31 December 2023, 636,806,950 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
78.28% by Splendid Steed Investments Limited (“Splendid Steed”),
14.65% by BMX (HK) LTD. (“BMX”) and 7.07% 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 636,806,950 Shares held by Keep Glory.

As at 31 December 2023, 74,196,250 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 74.67% by
MCC Group Ltd (“MCC”) and 25.33% by certain senior management
of the Group including Mr. Wang Cunbo and Ms. Chen Zhifen (all
being the then 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, Mr. Ma Renhe is deemed to be interested in the
74,196,250 Shares held by Fairco.
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Save as disclosed above, as at 31 December 2023, none of the
Directors and chief executive of the Company had or was deemed to
have any interests or short position in the shares, underlying shares
or debentures of the Company and its associated corporations
(within the meaning of Part XV of the SFO), which were recorded in
the register maintained by the Company pursuant to section 352
of the SFO or which were notified to the Company and the Stock
Exchange pursuant to the Securities Trading Code.

At no time during the year was the Company, or any of its holding
companies, its subsidiaries or its fellow subsidiaries a party to any
arrangement to enable the Directors and chief executive of the
Company (including their spouse and children under 18 years of
age) to acquire benefits by means of acquisition of shares in, or
debentures of, the Company or its associated corporation.

No equity-linked agreements were entered into by the Company
during the year ended 31 December 2023, or subsisted at the end of
31 December 2023.

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

At 31 December 2023, the following persons (other than a Director
or chief executive of the Company) who had interests or short
positions in the shares and underlying shares of the Company,
were recorded in the register required to be kept by the Company
pursuant to Section 336 of the SFO:

HERTEET

%iE Msr BSHRERER &8 f& 45 & 53 LE(%)

Percentage of

the Issued Share

Capacity and Number Capital of

Name Notes  Nature of Interest of Shares the Company

e 1 ERmEBA 636,806,950 42.36%

Keep Glory 1 Beneficial owner 636,806,950 42.36%

TEE 1 REEEER 636,806,950 42.36%

Splendid Steed 1 Interest of controlled 636,806,950 42.36%
corporations

Schroders PLC 2 KEKIE 105,250,092 7.00%

Schroders PLC 2 Investment manager 105,250,092 7.00%

JPMorgan Chase & Co. 3 S N 91,282,811 (L) 6.07%

JPMorgan Chase & Co. 3 Interest of controlled 91,282,811 (L) 6.07%

corporations 3,349,589 (S) 0.22%

3,349,589 (S) 0.22%

28,869,570 (P) 1.92%

28,869,570 (P) 1.92%

L EHFBE
S EwXA

(P) ERIHEHBRED

(L)  denotes long position
(8)  denotes short position
(P)  denotes lending pool
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BERZ {7 » Eth373,3008 f& 5 & LIIR & 45
BHIEEMHTET R

3. JPMorgan Chase & Co. 5B BIRMTHLUT
EREBTRAERES !

P& E 51

Number of Shares Capacity

Notes:

1. As at 31 December 2023, 636,806,950 Shares were held by Keep
Glory, a company incorporated in the British Virgin Islands with limited
liability, which is owned as to 78.28% by Splendid Steed, 14.65%
by BMX and 7.07% 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 (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, Splendid Steed is deemed
to be interested in the 636,806,950 Shares held by Keep Glory. Such
interests duplicate with Mr. Ma Jianrong’s interests set out under the
heading “Directors” and Chief executives’ interests and short positions
in the shares of the Company above.

2. As at 31 December 2023, 105,250,092 Shares were held by Schroders
PLC through several controlled entities, of which, 373,300 Shares were
unlisted derivatives — cash settled.

3. The Shares held by JPMorgan Chase & Co. were held via different
entities in the following capacities:

6,707,526 (L) ZEEERER

6,707,526 (L) Interest of controlled corporations
3,348,613 (S)

3,348,613 (S)

55,561,263 (L) BEKLIE

55,561,263 (L) Investment manager

976 (S)

976 (S)

142,549 (L) RO ERRIFEANAL
142,549 (L) Person having a security interest in shares
1,903 (L) 2EEA

1,903 (L) Trustee

28,869,570 (L, P) ZAREREA

28,869,570 (L, P) Approved lending agent

BREXFImEBEEII R_B_=ZF+_"A4
=+—B ' BRERFE—REFARSTHA
B HiEafRN EXTEERESTHRAER
ERBRMBETIR KB —) S BiEH
A TR ERBRMD RAMRD T ESRE
5 R E R E3361R B F otk 2 I 5

BB

Save as disclosed above, as at 31 December 2023, no person (other
than a Director or chief executive of the Company, whose interests
are set out in the paragraph headed “Directors and Chief Executives’
interests and short positions in the shares of the Company” above)
had interest or short position in the shares and underlying shares of
the Company that was required to be recorded pursuant to Section
336 of the SFO.
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CONTROLLING SHAREHOLDER’S INTERESTS
IN CONTRACTS

Save as disclosed under the heading “Connected transactions”
and “Connected continuing transactions” below and “Related party
transactions” in note 37 to the financial statements, no controlling
shareholder or any of its subsidiaries had a material interest, either
directly or indirectly, in any contract of significance to the business
of the Group to which the Company, or any of its subsidiaries was a
party during the year.

MANAGEMENT CONTRACTS

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

MAJOR SUPPLIERS AND CUSTOMERS

The percentage of major suppliers and customers of the Group
accounting for procurement and sales for the year ended 31
December 2023 is shown as follows:

LEREEZ LIHEERZ
B 45t (%) B9 EE(%)
Accounting for Accounting

of procurement for of sales

Percentage (%) Percentage (%)

BRAHER/&BE The largest supplier/customer 20.37 30.82
hAMER EER&5  Total of top five suppliers/customers 37.05 85.68

BEEAERZHBA2HEAMBRERMTL

RERNERERE BEEF - REZRDH
BATHEARR GIEEFAEREERAT
BEITRME%UL) N EXFREMNZEH-E
BHERER T

RS 5

BB EHHUETHASRIRERTE £
BRI SES7TFI IR BB RV E T RIS 5 X 5 1R B
EHRATEBRFEEAERZ - RNBE_T
TZF+ZR=+—HLEFE -ETHEEA
T RLEHRAUER) BARTETILKRH
FEETHR T HBRAER S —BRHR
ZoMARBREMETLEHRIE+EAE
YR BB AR TE A fn 1F o AR FE Y 5 B8 - HLERRBE B
BRZIBUEABDZHAERZ U ERE

Please refer to Note 4 of the financial statements for details of the
top four customers.

None of the Directors or any of their close associates or any
shareholders (who, to the best of the knowledge of the Directors,
owns more than 5% of the number of the Company’s issued shares)
had any interest in these suppliers and customers set out above.

CONNECTED TRANSACTIONS

According to disclosure requirement under Chapter14A of the Listing
Rules, several related-party transactions disclosed in Note 37 of
the financial statements also constituted continuing connected
transactions under the Listing Rules. The transactions between
the connected persons (as defined in the Listing Rules) and the
Company set out under the heading “Continuing Connected
Transactions” below had been entered into and/or continuously
carried on for the year ended 31 December 2023, and the Company
had made related disclosures according to the rules on disclosure
in Chapter 14A of the Listing Rules. Other related party transactions
did not constitute connected transactions or continuing connected
transactions of the Company.
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CONTINUING CONNECTED TRANSACTIONS
Renew the leasing of some production properties and
facilities

The wholly-owned subsidiary of the company, Ningbo Shenzhou
Knitting Co., Ltd. (“Shenzhou Knitting”) signed a lease agreement
with Ningbo Shenzhou Properties Co., Ltd. (“Shenzhou Properties”)
on 29 December 2022 (the “Lease Agreement”), pursuant to which
Shenzhou Properties agreed to lease clothing production factories
and staff quarters to Shenzhou Knitting with a term from 1 January
2023 to 31 December 2025. Shenzhou Knitting could exercise
its right of renewal for a further term of three years at or below
the then market rent. Shenzhou Knitting may terminate the Lease
Agreement by giving no less than three months’ notice to Shenzhou
Properties. The above rent collected by Shenzhou Properties shall
be determined by market price and cost incurred for renting out the
relevant property plus a 5% profit. The management of the Company
had complied with process approved by the Board to determine
the market rent collected by independent third parties on similar
properties. The annual rents were proposed to be RMB38,798,028
(including the relevant value-added tax) and were determined
with reference to market rates for leasing similar properties and
production facilities from independent third parties under normal
commercial terms in the ordinary course of their businesses in
Ningbo, the PRC and with reference to a valuation report. The
independent valuer has also confirmed in the valuation report that
the above rents are fair and reasonable. Pursuant to HKFRS 16, the
Group is required to recognize the value of the right-of-use assets
related to the lease agreement, and under the Listing Rules, this
continuing connected transaction will be treated as an acquisition
of assets by the Group. The Group recognized the right-of-use
assets initially recorded under the lease agreement at an estimated
value of approximately RMB106,176,720, which was calculated with
reference to the present value of the total lease payments to be
made under the lease agreement. Shenzhou Properties is owned as
to 80% by Mr. Ma Jianrong, an executive Director, and as to 20%
by Ningbo Rongrong Industrial Investment Co., Ltd. (“Rongrong
Industrial”), an associate of Mr. Ma Jianrong. As such, Shenzhou
Properties is a connected person pursuant to Rule 14A.07(4) of
the Listing Rules. During the year, the Group paid a total rent of
RMB38,798,028 to Shenzhou Properties (including the relevant
value-added tax).

Details of the above continuing connected transactions are set out in
the announcement of the Company on 29 December 2022.
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The independent non-executive Directors had reviewed the
above continuing connected transactions, and confirmed that the
transactions were: (1) entered into in the ordinary and usual course
of business of the Group; (2) on normal commercial terms or, in
respect of the Company, on terms no less favourable than those
available to or offered by independent third parties; and (3) carried
out on agreed terms of those transactions which were fair and
reasonable and in the interests of the shareholders of the Company
as a whole.

According to the work carried out, the auditors of the Company
also wrote to confirm that they were not aware of any matters that
caused them to believe that the continuing connected transactions
were: (1) without approval of the Board of the Company; (2) not
in accordance with the pricing policies of the Group in all material
aspects; (3) not in accordance with the agreement governing the
relevant transactions in all material respects; and (4) exceeding the
annual caps announced on 29 December 2022 by the Company.

COMPLIANCE WITH LAWS AND
REGULATIONS

Compliance procedures are in place to ensure adherence to
applicable laws, rules and regulations in particular, those have
significant impact on the Group, such as the Listing Rules and the
Hong Kong Financial Reporting Standards. The Board is responsible
for monitoring the Group’s policies and practices on compliance with
legal and regulatory requirements and such policies are regularly
reviewed. Any changes in the applicable laws, rules and regulations
are brought to the attention of relevant employees and relevant
operation units from time to time.

As far as the Company is aware, it has complied in material respects
with the relevant laws and regulations that have a significant impact
on the business and operation of the Company.

SUFFICIENCY OF PUBLIC FLOAT
Based on information that is publicly available to the Company and
within the knowledge of the Directors as at the Latest Practicable
Date, the Company had maintained a sufficient public float
throughout the year ended 31 December 2023 and as at the latest
practicable date prior to the issue of this report.
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TAX RELIEF

The Directors are not aware of any tax relief available to the
shareholders by reason of their holding of the Company’s shares.

EMOLUMENT POLICY
Emolument policy on the remuneration of the Directors and the
employees of the Group is reviewed periodically and determined by
reference to market terms, the Group’s performance and individual
qualifications and performance.

AUDITORS

Ernst & Young has audited the financial statements for the year
ended 31 December 2023. A resolution for the re-appointment of
Ernst & Young as auditors of the Company will be proposed at the
forthcoming AGM.

By Order of the Board

Ma Jianrong
Chairman

Hong Kong, 26 March 2024
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To the shareholders of

Shenzhou International Group Holdings Limited

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

OPINION

We have audited the consolidated financial statements of Shenzhou
International Group Holdings Limited (the “Company”) and its
subsidiaries (the “Group”) set out on pages 93 to 207, which
comprise the consolidated statement of financial position as at
31 December 2023, and the consolidated statement of profit or
loss, the consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including material accounting
policy information.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of the
Group as at 31 December 2023, and of its consolidated financial
performance and its consolidated cash flows for the year then
ended in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) and have been properly prepared in
compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards
on Auditing (“HKSAs”) issued by the HKICPA. Our responsibilities
under those standards are further described in the Auditor’s
responsibilities for the audit of the consolidated financial statements
section of our report. We are independent of the Group in
accordance with the HKICPA's Code of Ethics for Professional
Accountants (the “Code”), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.
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Key audit matter

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters. For each matter
below, our description of how our audit addressed the matter is
provided in that context.

We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the consolidated financial statements
section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures
designed to respond to our assessment of the risks of material
misstatement of the consolidated financial statements. The results
of our audit procedures, including the procedures performed to
address the matters below, provide the basis for our audit opinion on
the accompanying consolidated financial statements.

BB FHETIESPRMAREHN

How our audit addressed the key audit matter

JEW AR 0 R 22 15 Al 11 B e
Impairment risks for trade and bills
receivables

ATE_—F+_A=+—H SEENE
WIERREBEBEOARTES 02488 &
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As at 31 December 2023, the Group had
trade and bills receivables of approximately
RMB5,024 million, which accounted for
10.3% of the Group’s total assets.

EFTERIERREZERRENS SRR OE (BRRER) B KT
EEEEAREEAEEHEERRMEMABEREITHIHEE Uiz
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ETHRACEFENELRAIBEER) E1TEZ-

Our audit procedures to assess the impairment of trade and
bills receivables included, but were not limited to, obtaining an
understanding of and evaluating the key controls that the Group
has implemented to manage and monitor its credit risk, and
testing the effectiveness on a sample basis; checking the ageing
of the trade receivables as at 31 December 2023 and subsequent
settlements to bank receipts; inquiring of management for the on-
going business relationship with the customers based on trade
records; assessing the appropriateness of the expected credit
loss provisioning methodology by examining the key data inputs
on a sample basis to assess its accuracy and completeness, and
reviewing the assumptions, including both historical and forward-
looking information, used to determine the expected credit losses.
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KEY AUDIT MATTERS (continuea)

MBESFHREESPEMARE

How our audit addressed the key audit matter

JEW AR e E 15 A 18 R % (#8)
Impairment risks for trade and bills
receivables (continued)
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Management performed periodic
assessment on the recoverability of the trade
receivables and the sufficiency of provision
for impairment based on information
including the credit profile of different
customers, ageing of the trade receivables,
historical settlement records, subsequent
settlement status, expected timing and
amounts of realisation of outstanding
balances, and on-going trading relationships
with the relevant customers. Management
also considered forward-looking information
that may impact the customers’ ability to
repay the outstanding balances in order
to estimate the expected credit losses
for the impairment assessment. No credit
loss allowance was provided based on
management’s impairment assessment.

RiZTEHAEEBBE T RN RN R EE
BENEESKEEEE M-

A high level of management estimation was
required when assessing the impairment
of trade and bills receivables under the
expected credit losses model.

BRABYERR R EZHEN S 5T BRI EH N
REMRHmRMET2.4 3 K 210

The accounting policies and disclosures
for trade and bills receivables are included
in notes 2.4, 3 and 21 to the consolidated
financial statements.
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KEY AUDIT MATTERS (continuea)
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How our audit addressed the key audit matter

BFIRBEE R E &S
Provision for excess and obsolete raw
materials and raw fabrics
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The gross raw materials and raw fabrics
balances were material to the consolidated
financial statements. Management assessed
the ageing and condition of raw materials
and raw fabrics at the end of each period.
Significant management estimation was
required when assessing the adequacy of
provision.

BT ERBERBR KERE R RREY)
BENESTBERARBH NGRS M HREM
552.4~3/%20°

The accounting policies and disclosures
for raw materials and raw fabrics and the
related excess and obsolescence provision
are included in notes 2.4, 3 and 20 to the
consolidated financial statements.

EEHBRKREEBSHEREMERNBRE  HIERBRETT
B HERHREFMABSIEREEESTEN —2 -

We assessed the processes, methods and assumptions used to
develop the provision for excess and obsolete items. This included
comparing management’s calculations for consistency against those
used in the prior year.

BEMBEBUERIBRFERRSHENES Tt EEERXA
NEDLEREMS# 518 M-

We evaluated the reasonableness of the percentages and other
parameters adopted in the calculation of provision by comparing the
net realisable value with the selling price achieved subsequent to the
end of reporting period.

BRI BmEERE BB RAEFEESCHRFIERNEMREL
AMEFERERETNEFEEEEREMABENEREAER

We assessed, on a sample basis, whether items in the inventory
ageing report were classified within the appropriate ageing groups by
comparing the individual items selected with the underlying records
which indicated the ageing.

BRMEFEEMBER BREFENERBRUBMNIRTG BEIE
HERENEMERR&Y tARNEEERSHILERME KR
BYHE T BENGEERBER-

We observed physical condition of raw materials and raw fabrics
during stock take to identify slow-moving, damaged, or obsolete
items, and inquired management if appropriate inventory provision
had been provided for those raw materials and raw fabrics.
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OTHER INFORMATION INCLUDED IN THE
ANNUAL REPORT

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the Annual Report, other than the consolidated financial
statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that
fact. We have nothing to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS

FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

In preparing the consolidated financial statements, the directors
of the Company are responsible for assessing the Group’s ability
to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of
accounting unless the directors of the Company either intend to
liquidate the Group or to cease operations or have no realistic
alternative but to do so.

The directors of the Company are assisted by the Audit Committee

in discharging their responsibilities for overseeing the Group’s
financial reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Our report is made solely
to you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of
these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional scepticism
throughout the audit. We also:

o Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the
override of internal control.

° Obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group’s internal control.

o Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.

N B PR SE B #2AR B FR 2 & Shenzhou International Group Holdings Limited



ERYA SR I

Independent Auditor’s Report

BBtz S M FF IR AAIRE
NEE®

e HESERARELKETHERNGE
MEAE AR o IRIBPI ISR B SR 2 R
EREGFEREHRBRABHNERXN
THEEMEMAIEERNEERFE
REMENELEERARBE -NMREZER
WMEEERTEEN AL BEES
SN RFEAEHGAMBRE
PRERREERNREE - REREN
REEHNAE AIEFAERRMANE
R-BEENEREENBESMRSE
HIEFREVIS BB 51 /REE « 24T » K2R FE
TRBERAEERNEEBTREMRER

e
mgE o

o MEBRGHMBRRNVERINBON &
BIRE BREREER DUkiGaH
BRERESANRMIZZMEIER-

s NEEETEREAEXFLIINMFTE
HERTD  BENETRER UK
EMBRRERER - EFEERE
BEENAITEEES -BEHEFER
AEEELEE-

FREMEEIN ESREREZEGEB T 5
BNEFEE FEZHE BEAEHERS
FIH UEESEESHHBER LIRS
AY1E (] B R ERPE ©

ESENBELZEERXBA HABEZE
MEARBIMHERREESER 1A
P BEF AR EMKIAEREEFE
THENRRERMNEMSEE UREBEBRNBER
T ROHEREE M EREXBI 1T B S0P B A RIRS
FBIE T

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the
Group’s ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the
Group to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent
the underlying transactions and events in a manner that
achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other

matters, the planned scope and timing of the audit and significant

audit findings, including any significant deficiencies in internal control

that we identify during our audit.

We also provide the Audit Committee with a statement that we have

complied with relevant ethical requirements regarding independence

and to communicate with them all relationships and other matters

that may reasonably be thought to bear on our independence, and

where applicable, actions taken to eliminate threats or safeguards
applied.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the audit
of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such
communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Wang Jun Ying.

Ernst & Young
Certified Public Accountants
Hong Kong

26 March 2024
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Consolidated Statement of Profit or Loss

BHE_ZZ=—F+"H=1+—HIEFE Year ended 31 December 2023

—E= —E2-_
2023 2022
B 5% AR®TF T AER®TIT
Notes RMB’000 RMB’000
KA REVENUE 5 24,969,792 27,781,412
THE A Cost of sales (18,909,916)  (21,655,563)
EH Gross profit 6,059,876 6,125,849
HMk A Other income 6 1,055,331 484,518
HERDIHMAZ Selling and distribution expenses (164,164) (204,250)
THHEZ Administrative expenses (1,881,274) (1,954,478)
B WA Finance costs 8 (345,805) (228,359)
Hitlhsm, () F%8 Other gains/(expenses), net 6 258,700 1,060,195
RIS A BRI B E R Share of profits and losses of
associates 18 12,837 (21,402)
BR AT F) PROFIT BEFORE TAX 7 4,995,501 5,262,073
FriSfif sz Income tax expenses 12 (438,238) (698,908)
FERHE PROFIT FOR THE YEAR 4,557,263 4,563,165
UTALESEER Attributable to:
BRBEEB A Owners of the parent 4,557,263 4,562,783
JEFESI MR Non-controlling interests - 382
4,557,263 4,563,165
B AT EERREEE AE( EARNINGS PER SHARE
sRER ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF
THE PARENT 14
BEARK#E Basic and diluted
FEFE (AR®T) For profit for the year (RMB) 3.03 3.04
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Consolidated Statement of Comprehensive Income

HE_Z-=F+"H=1+—HIEFE Year ended 31 December 2023

—EZ= —EF-—
2023 2022
ARFT AREETIT
RMB’000 RMB’000
FEFH PROFIT FOR THE YEAR 4,557,263 4,563,165
Hith2 @k OTHER COMPREHENSIVE INCOME
REBHRBBIAEEHDIEE  Other comprehensive income that
BafEME2EmKa may be reclassified to profit or loss
in subsequent periods:
HMEIBINEFE ZEREZS  Exchange differences on translation of
foreign operations 9,295 482,795
REBHIRBRIAEEZEHDEEZE  Net other comprehensive income that
BmWEMEEREFE may be reclassified to profit or loss
in subsequent periods 9,295 482,795
FEHMZ2EE BRM%E) OTHER COMPREHENSIVE INCOME FOR
THE YEAR, NET OF TAX 9,295 482,795
FEXEWELALE TOTAL COMPREHENSIVE INCOME
FOR THE YEAR 4,566,558 5,045,960
LTFALEGERS : Attributable to:
BREIER A Owners of the parent 4,566,558 5,045,578
FEFEFIME R Non-controlling interests - 382
4,566,558 5,045,960
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Consolidated Statement of Financial Position

ZEZ=F+"H=+—H 31 December 2023

—E-= —ECCHF
2023 2022
Fff 5 AR¥FT ARBTT
Notes RMB’000 RMB’000
EREBEE NON-CURRENT ASSETS
ME-BEREE Property, plant and equipment 15 10,930,784 11,593,702
FREEE Right-of-use assets 16(a) 1,960,809 1,735,380
mLEE Intangible assets 17 128,528 124,993
EFERIRTTHREEERER Long-term time deposits at banks 24 6,655,454 2,940,984
REATE(S = IE Long-term prepayments 22 327,710 263,949
RBERBZKE Investments in associates 18 13,470 573,964
EEABRARNBETEREE  Equity investments designated at
FAHMEENRE fair value through other
HHREE comprehensive income 19 720 720
RIEIRIBE E Deferred tax assets 30(a) 114,174 94,639
MIERHEE Total non-current assets 20,131,649 17,328,331
MEBEE CURRENT ASSETS
=78 Inventories 20 6,124,735 6,260,803
FE U BR TR R ZE 4% Trade and bills receivables 21 5,023,635 5,005,167
TR RRIE K H AN E WiIE Prepayments and other receivables 22 441,072 445162
FE U RA B N\ =R IB Amounts due from related parties 37(c) 3,341 2,850
BAnESsTEREHETA Financial assets at fair value through
BomzEMEE profit or loss 23 803,889 3,195,232
BIRRER Pledged deposits 24 14,712 725,934
s ERE=Ea = Bank deposits with an initial term of
RITFER over three months 24 4,471,651 3,159,888
REMREEEY Cash and cash equivalents 24 11,596,453 7,369,498
BRHEE Total current assets 28,479,488 26,164,534
Bk R=N] CURRENT LIABILITIES
FEATBRFR Trade payables 25 1,198,212 931,593
=R I=NE Contract liabilities 26 23,353 13,461
H M FE (I K FE st =8 Other payables and accruals 27 1,602,793 1,670,595
FEAT B B A\ =018 Amounts due to related parties 37(c) 3,558 8,672
BRnEstE B2 A Financial liabilities at fair value through
EBomzEsMmas profit or loss 28 - 9,816
FTEIRTTEE Interest-bearing bank borrowings 29 10,203,968 7,197,684
HEAaR Lease liabilities 16(b) 47,344 29,548
FET IR Tax payable 305,255 398,068
wrsasd Total current liabilities 13,384,483 10,259,437
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FEMEIRE
Consolidated Statement of Financial Position

ZEZ=F+"H=+—H 31 December 2023

—E-= BT THF
2023 2022
Mt AR¥T T ARBEF T
Notes RMB’000 RMB’000
BREBE NET CURRENT ASSETS 15,095,005 15,905,097
HEERTHERE TOTAL ASSETS LESS CURRENT
LIABILITIES 35,226,654 33,233,428
EREIEE NON-CURRENT LIABILITIES
stBEIRITEE Interest-bearing bank borrowings 29 1,900,000 2,000,000
HEa®R Lease liabilities 16(b) 110,758 87,059
IR IEEE Deferred tax liabilities 30(b) 348,580 380,585
wmIEREas Total non-current liabilities 2,359,338 2,467,644
FEE NET ASSETS 32,867,316 30,765,784
R EQUITY
BATEE NEGER Equity attributable to owners of
the parent
&N Share capital 31 151,200 151,200
HE Reserves 32 32,716,116 30,601,718
32,867,316 30,752,918
JEEEH M w Non-controlling interests = 12,866
4ERE R Total equity 32,867,316 30,765,784
BER = B
Ma Jianrong Huang Guanlin
FEFRHNITEE TS FHITEE

Chalrman and Executive Director

N B PR SE B #2AR B FR 2 & Shenzhou International Group Holdings Limited
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Consolidated Statement of Changes in Equity

BHE_ZZ=—F+"H=1+—HIEFE Year ended 31 December 2023

SRREEALER
Attributable to owners of the parent
ERRE ER BERE SRl
Bx  BHEER g RBEE BHEE Efhfah RERA! @it B4 aEg
Employee
Share Statutory Exchange equity Non-
Share premium surplus fluctuation benefits Other Retained controlling Total
capital account® resenve’ resenve’ reserve’ reserve’ profits® Total interests equity
(Hzt31) (Wazsen)  (fzEseq) (2320
(note 31) (note 32{) (note 321i) (note 32(if)

Wi ARBTT  ARETR  ARBTR  ARETR  ARBTR  ARETR  ARBTR  ARETR  ARETR  ARETR
Notes ~ RMBI0OD RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

RZFZZ5-F-H Asat 1 January 2022 151,200 297,183 1,704,664 (119,735) 48,191 130,590 25,568,486 21,170,579 12,484 27,783,063
FEAE Profit for the year - - - - - - 4,562,783 4,562,783 382 4,563,165
BEBINERZERER  Exchange differences related to

foreign operations - - - 482,79 - - - 482,79 - 482,795
EELANGEE Total comprehensive income

for the year - - - 482,795 - - 4,562,783 5,045,578 382 5,045,960
Eluﬁ RZ-ExER Final 2021 dividend declared 13 - - - - - - (700,550) (700,550) - (700,550)

“EBRE Interim 2022 dividend 13 S S S S S S (1,362,689) (1,362,689) S (1,362,689)

BERRERA Transfer from retained profits - - 147,920 - - - (147,920) - - -
As at 31 December 2022
161,200 297,183 1,852,584 363,060 48,191 130,590 27,910,110 30,762,918 12,866 30,765,784
BRAEAALE
Attributable to owners of the parent
tRRE ER BERE SRl
ks RivEER AR RBRE IR RfffE RERAN @t fei -l
Employee
Share Statutory Exchange equity Non-
Share premium surplus fluctuation benefits Other Retained controlling Total
capital account* reserve* reserve* reserve* Reserve* profits* Total interests equity
(H3k31) (zsen) — (Wssed) (f&E32ii)
(note 31) (note 32(i)) (note 32(ii)) (note 32(iii))

fE  ARETT  ARRTR  ABRTm  ARBTn  ABETm  ARBTm  ARETm  ARETR  ARRTR  ARETR
Notes  RMB'00D RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

WZEZZE-B-B  Asat!Janvay 203 161,200 27,183 1,852,584 33,060 48,191 130590 2791010 30,752,918 12,866 30,765,784
B Profit for the year - - - - - - 4,557,263 4,557,263 - 4,557,263
BHEENERZEREE  Exchange differences related to
foreign operations - - - 9,295 - - - 9,295 - 9,205
FERANGAE Total comprehensive income
for the year - - - 9,205 - - 455T263 4,506,558 - 4566558
HEERBRAZEE  Effeots of transaction with
non-controlling interests - - - - - 5,916 - 5,916 (12,866) (6,950)
SRZFZIERERS  Final 2022 dividend declared 13 - - - - - - (141404 (1,141,404 - (1,141,404)
CECCEGHRE Interim 2023 dividend 13 - - - - - - (1316670 (1,316,672 - (1316672
BEERERA Transfer from retained profits - - 71,363 - - - (77,369) - - -
S As at 31 December 2023
+ZB=+-A 161,200 207,183 1,020.047 372,355 48,191 136506 20931934 32,867,316 - 3867316
* HEMBRRXRPZEEREARE ~ These reserve accounts comprise the consolidated reserves of
32,716,116,000c (ZE-_"F : AR RMB32,716,116,000 (2022: RMB30,601,718,000) in the consolidated
30,601,718,0007T) H Lt R4 © statement of financial position.
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Consolidated Statement of Cash Flows

BHE_Z_

=+ _"_H=+—HIEE VYearended 31 December 2023

=F== S
2023 2022
B 5 ARBTT AREBETIT
Notes RMB’000 RMB’000
REXBRERERE CASH FLOWS FROM OPERATING
ACTIVITIES
BRI AIF Profit before tax 4,995,501 5,262,073
FHEE Adjustments for:
G127 Finance costs 8 345,805 228,359
RIS QB B R EE Share of profits and losses of
associates 18 (12,837) 21,402
FBUA Interest income 6 (778,904) (278,126)
BARBEFEEEEEA Dividend income from equity
HthemERmEz investments at fair value through
BREEZREWA other comprehensive income 6 (234) (109)
BAREFEREE Fair value (gains)/losses on
SFABmZEMEEL financial assets at fair value
AAEZE Wm) 8 through profit or loss, net
EER (83,395) 13,415
HEME BEMRKREEEB (Gain)/loss on disposal of items of
z (k) B8 property, plant and equipment 6 (39,702) 16
EETEAEEEBERH ZWEZE  Gain on disposal of items of
right-of-use assets 6 (9,427) -
MEEERER Foreign exchange losses from
financing activities 33 8,731 109,999
ME-ERRRBEEITE Depreciation of items of property,
plant and equipment 7 1,343,267 1,308,458
FREEERE Depreciation of right-of-use assets 7 110,238 72,587
L EEEH Amortisation of intangible assets 7 20,740 17,856
5,899,783 6,755,930
FERLD Decrease in inventories 136,068 374,802
FE U BR T R TR HR 1 0 Increase in trade and bills receivables (18,468) (1,503,616)
ERIE B R EMER Decrease in prepayments, deposits and
TR IE R other receivables 7,015 106,483
FE UL BE R A\ £FIB (Increase)/decrease in amounts due
(gm) R from related parties (491) 766
FEBRIRIE A0 GRL/D) Increase/(decrease) in trade payables 266,619 (454,921)
SHaEENm Increase in contract liabilities 9,892 6,831
HMEN IR ESt I (Decrease)/increase in other
CRe/) /38 payables and accruals (136,706) 65,951
FE A B Bk A\ = FRIB (Decrease)/increase in amounts due to
GreZ) /18 related parties (5,114) 8,588
REEBEFABIRE Cash generated from operations 6,158,598 5,360,814
BENFHE Interest paid (346,205) (224,578)
BENEENE Hong Kong profits tax paid (7,020) (39,363)
EfEINEINR Overseas withholding tax paid (43,315) (4,126)
EfRMEEMER Macau corporate income tax paid (195,690) (187,157)
B HE T HEMER Vietnam corporate income tax paid (84,018) (52,321)
BN RIBEEEMER Cambodia corporate income tax paid (77) (96)
B E RS PRC corporate income tax paid (255,748) (225,053)
IREEBEFRSIREMEEE  NET CASH FLOWS FROM
OPERATING ACTIVITIES 5,226,525 4,628,120
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FRIRERER
Consolidated Statement of Cash Flows

BHE_ZZ=—F+"H=1+—HIEFE Year ended 31 December 2023

— — = = — —

2023 2022
AR¥T T AREBEFT
RMB’000 RMB’000
RS EFEFIBIREMEFE  Net cash flows from operating activities 5,226,525 4,628,120
REZHFREHRERE CASH FLOWS FROM INVESTING
ACTIVITIES
B UF] 8 Interest received 678,547 204,887
BWEI AR ARESE Investment income received from
BEBT AEBEIEMEE  financial products included in
ZERMERZEEWRA financial assets at fair value
through profit or loss 90,861 59,799
BWEATRE Dividends received from associates 3,331 5,332
BEVE BEMREEEB Purchases of items of property,
plant and equipment (805,993) (1,240,470)
HEME BEMREEE Proceeds from disposal of items of
ZFn8RIA property, plant and equipment 189,822 70,764
HEGFREEERSHIE  Proceeds from disposal of
right-of-use assets 18,036 -
ENEREEERE Prepayments for right-of-use assets (260,339) (276,959)
WEREEE Purchases of intangible assets (24,275) (32,555)
HEBE QT Disposal of an associate 570,000 =
BAnEsTE B85 Dividend income from equity
AHMEEKEZ investments at fair value through
EmEZREWA other comprehensive income 234 109
IR TFE RO Decrease in pledged deposits 711,222 2,775,081
RiAMESTEEE St A Decrease/(increase) in investments in
BanzEsMEENKE financial assets at fair value through
B (1) profit or loss 2,374,061 (844,807)
RIBEREBB=M@AE 2  Increase in investments in bank
RITEMNREIL N deposits with an initial term of over
three months (4,925,524) (1,092,509)
REZHFFAREREFEE  NET CASH FLOWS USED IN
INVESTING ACTIVITIES (1,380,017) (371,328)
RMEEBFRERERE CASH FLOWS FROM FINANCING
ACTIVITIES
WMEIRITE™M New bank loans 33 10,290,161 10,572,645
BIRFEITEM Repayment of bank loans 33 (7,428,978)  (12,395,520)
HENMRHAREED Principal portion of lease payments 33 (63,385) (28,676)
BB IR I M R s Acquisition of non-controlling interests (6,503) =
mR8REHEE NKMRKRE Dividends paid to owners of the parent (2,458,076) (2,063,239)
BEEBFRS (FRA) NET CASH FLOWS FROM/(USED IN)
REREFE FINANCING ACTIVITIES 333,219 (3,914,790)
RERRSEEYILMELZE  NET INCREASE IN CASH AND
CASH EQUIVALENTS 4,179,727 342,002
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SFEeRERER
Consolidated Statement of Cash Flows

HE_Z-=F+"H=1+—HIEFE Year ended 31 December 2023

—F—= -2
2023 2022
AR¥FT AREETIT
RMB’000 RMB’000
FVRERIREEEY Cash and cash equivalents
at beginning of year 7,369,498 6,687,623
PEREE) 2 B PR Effect of foreign exchange rate
changes, net 47,228 339,873
FRBERFAEEEY CASH AND CASH EQUIVALENTS AT
END OF YEAR 11,596,453 7,369,498
RERREEEYER T ANALYSIS OF BALANCES OF CASH
AND CASH EQUIVALENTS
RERIRITHEER Cash and bank balances 24 10,539,092 7,097,073
RIEREREDHN=M@ABEHE Non-pledged time deposits with original
ZEIRREIRER maturity of less than three months
when acquired 1,072,073 272,425
B BIEEER Less: Pledged deposits 24 (14,712) =
WERERMINZEER Cash and cash equivalents as stated
REFEY in the statement of cash flows 24 11,596,453 7,369,498
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Notes to Financial Statements

ZEZ=F+"H=+—H 31 December 2023

1. REKREREXR 1. CORPORATE AND GROUP INFORMATION
ENEREBRZERABRLAE (ITE Shenzhou International Group Holdings Limited (the
NBI)RZIETEREABZ+= “Company”) was incorporated as an exempted company with
HEMESESEMAIRAERRE limited liability in the Cayman Islands on 23 June 2005. The
BR A B) o 5% it B = BE Ak & Cricket address of its registered office is Cricket Square, Hutchins
Square,Hutchins Drive, P.O. Box 2681, Drive, P.O. Box 2681, Grand Cayman KY1-1111, Cayman
Grand Cayman KY1-1111, Cayman Islands. The Company’s shares have been listed on the Main
Islandse XA BIRINE —_EZ L F+— Board of the Stock Exchange of Hong Kong Limited (the “Main
B+ WHEEEEBHEXZFMEIR Board”) since 24 November 2005.

RE]EMR (TEMR) Efe
XA KREWRBAT HREIANER)) The Company and its subsidiaries (collectively referred to as
TEN SN ERBEEHBREE S the “Group”) are principally engaged in the manufacture and
(TET @ =751) o sale of knitwear products (the “Knitwear Business”).
EERA TEEREEFERAR (—XK In the opinion of the directors, Splendid Steed Investments
REBEZHE (HEBEXEE) & Limited, a company incorporated in the British Virgin Islands
MR Z AT ARRB ZREZERA (“BVI”), is the ultimate holding company of the Company.
Blo B BERRE (—RNEBRELE Keep Glory Limited, a company incorporated in the BVI, is the
BHEMMILZAR) BERRBZHNIE intermediate holding company of the Company.
SN
MEATER Information about subsidiaries
KRB ETENBRABZFFBUWT ! Particulars of the Company’s principal subsidiaries are as
follows:
FAEERL
ML R REERL TEEBR
2% EABBZHE BETRA Ei% MiE  SEnE
Percentage of
Place of incorporation/ equity attributable to
registration and nature Issued the company Principal activities and
Name of legal entity share capital Direct Indirect  place of operations
BRENHAERAT P 185,000,000% 7% - 100% - IREAERERHE
(Temst4t) NEBELE SHAREER
Ningbo Shenzhou Knitting Co., Ltd.  PRC, US$185,000,000 - 100% Manufacture and sale of
(“Shenzhou Knitting”) wholly-foreign-owned knitwear products in
enterprise Chinese Mainland
BRRHBITERAT P 2,100,000%7 - 100%  REEAEDHRHE
(TSR 44)) NEBELE SHAREER
Ningbo Shixing Knitwear Printing PRC, US$2,100,000 - 100% Printing and sale of knitwear

Co., Ltd. (“Shixing Printing”)

wholly-foreign-owned
enterprise

products in Chinese
Mainland
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FAFSER R M EE

Notes to Financial Statements

ZEZ=F+"H=+—H 31 December 2023

1. AEIKREBEH @

MEARER (&)

1. CORPORATE AND GROUP INFORMATION

(continued)

Information about subsidiaries (continued)

NI
B AT Y BEENL TEEBR
i EABRZME BEITRA E# MiE  EEnE
Percentage of
Place of incorporation/ equity attributable to
registration and nature Issued the company Principal activities and
Name of legal entity share capital Direct Indirect  place of operations
ERRANEERAR HE > 10,000,000% 7% - 100%  RAHEAEDNMRHEE
(TB#meEE)) HERELE HAREER
Ningbo Yongmian Fashion Garment ~ PRC, US$10,000,000 = 100%  Manufacture and sale of
Co., Ltd. (“Yongmian Fashion”) foreign equity joint venture knitwear products in
Chinese Mainland
BERATHERERAR > 370,000,000% 7% - 100%  RABEAERERHEE
(TRF4 %)) SEEERE HEREER
Ningbo Dagian Knitwear Co., Ltd. PRC, US$370,000,000 = 100%  Manufacture and sale of
(“Dagian Knitting”) wholly-foreign-owned knitwear products in
enterprise Chinese Mainland
BERMMAHEERAR > 1,050,000% 7% - 100%  REREAERERNT
(Trrthst#) HEBELE HARKER
Ningbo Linlin Knitting Co., Ltd. PRC, US$1,050,000 = 100%  Manufacture and processing
(“Linlin Knitting”) wholly-foreign-owned of knitwear products in
enterprise Chinese Mainland
BERERIMEERAT > AR - 100%  RAREAEREREE
(=R e) BREFAH 44,932,4287¢ HAREER
Ningbo Ruiding New Materials Co., ~ PRC, RMB44,932,428 = 100%  Manufacture and sale of
Ltd. (“Ningbo Ruiding”) Limited liability company knitwear products in
Chinese Mainland
ERERRHERAD > 7,060,000% 70 - 100%  REREAERERNT
(rERER)) HEBELE HAREER
Tuton Textile (Ningbo) Co., Ltd. PRC, US$7,060,000 = 100%  Manufacture and processing
(“Ningbo Tuton”) wholly-foreign-owned of knitwear products in
enterprise Chinese Mainland
ERERGEERAD (ER)) > 60,000,000% 7% - 100%  RABEAERERHEE
HEBELE HAREER
Huayao Textile Limited (‘Huayao”) PRC, US$60,000,000 - 100%  Manufacture and sale of

wholly-foreign-owned
enterprise

N B PR SE B #2AR B FR 2 & Shenzhou International Group Holdings Limited

knitwear products in
Chinese Mainland
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Notes to Financial Statements
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1. AEIREBEN @

MEARER (&)

o

Name

1. CORPORATE AND GROUP INFORMATION

(continued)

Information about subsidiaries (continued)

MBI Gt Rt 2 R

EABRZEE BEITRA
Place of incorporation/

registration and nature Issued

of legal entity share capital

KT
BEAS
E# ik
Percentage of
equity attributable to
the company
Direct Indirect

TEEBR
REhE

Principal activities and
place of operations

Bl (ZH) BRAR
(e z)

Shenzhou Knitting (Anhui) Co., Ltd.
(“Shenzhou Anhui”)

ZERMNELOBRAR
(renze))

Anging Shenzhou Import& Export
Co., Ltd. (“Shenzhou Anging”)

AFH8 (2B BRAF
(TRF=#)

Dagian Textile (Anhui) Co., Ltd.
(“Dagian Anhui”)

LESHES£ARAR
(EREZ))

Shanghai Maxwin Industry Co., Ltd.
(“Maxwin Industry”)

Gain Lucky (Vietnam) Co., Ltd.
(T=F)HEm))

Gain Lucky (Vietnam) Co., Ltd.
(“Gain Lucky Vietnam”)

Worldon (Vietnam) Co., Ltd.
(Quscratf))

Worldon (Vietnam) Co., Ltd.
(“Worldon Vietnam”)

Bl (RiER) BRAR
(TR RIE )

Shenzhou (Cambodia) Co., Ltd.
(“Shenzhou Cambodia”)

R 20,000,000 7T
SEEERE

PRC, US$20,000,000
wholly-foreign-owned
enterprise

R AR 5,000,000
BREARA

PRC, RMB5,000,000
Limited liability company

R 8,000,000 7T
SEEERE

PRC, US$8,000,000
wholly-foreign-owned
enterprise

R A 10,000,0007T
BREARA

PRC, RMB10,000,000
Limited liability company

Hm 50,000,000 7
BREARA

Vietnam, US$50,000,000
Limited liability company

Hm 36,000,000 7T
BREARA

Vietnam, US$36,000,000
Limited liability company

RERIE 30,000,000% 7%
SEEERE

Kingdom of Cambodia, US$30,000,000

wholly-foreign-owned
enterprise

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

RAPEAENERNT
HEREER

Manufacture and processing
of knitwear products in
Chinese Mainland

RAPEAEENOER

Import and export of
commodities in Chinese
Mainland

RAPBEAREHERHEE
HEREER

Manufacture and sale of
knitwear products in
Chinese Mainland

RABEARETYEEE
£

Property management in
Chinese Mainland

RUBRERHEEHE
REER

Manufacture and sale of
knitwear products in
Vietnam

REBRERNTHERE
Em

Manufacture and processing
of knitwear products in
Vietnam

RRAERNERHEHE
REER

Manufacture and sale of
knitwear products in
Cambodia
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Notes to Financial Statements
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1.

F+ZHA=+—H 31 December 2023

REREBER @ 1. CORPORATE AND GROUP INFORMATION
(continued)
WBRAREE & Information about subsidiaries (continued)
NI
MBI Gt Rt 2 R BEAS TEEBR
i EABRZEE BEIRE E# Mg KEHE
Percentage of
Place of incorporation/ equity attributable to
registration and nature Issued the company Principal activities and
Name of legal entity share capital Direct Indirect  place of operations
ATH& FER) BRAS RERIE 40,000,000% 7 - 100% RRFEERRERHEHE
(TRFRER) HEBELE REER
Dagian Textile (Cambodia) Co., Ltd.  Kingdom of Cambodia, US$40,000,000 = 100%  Manufacture and sale of
(“Dagian Cambodia”) wholly-foreign-owned knitwear products in
enterprise Cambodia
Rong Win Garment Co., Ltd. REREE 8,000,000% 7% - 100% RRERRERHEEHS
(r&)) HEBELE REER
Rong Win Garment Co., Ltd. Kingdom of Cambodia, US$8,000,000 = 100%  Manufacture and sale of
(“Rong Win”) wholly-foreign-owned knitwear products in
enterprise Cambodia
Marvel Garment Co., Ltd. FHREE 30,000,000% 7% - 100% RERBEERRERHEHE
Qo825 g) BREFRT REER
Marvel Garment Co., Ltd. Kingdom of Cambodia, US$30,000,000 = 100%  Manufacture and sale of
(“Marvel Garment”) limited liability company knitwear products in
Cambodia
Sunfair Garment Co., Ltd. FHREE 36,000,000% 7% - 100% RERBEERRERHEHE
(TEERK) BREFRT REER
Sunfair Garment Co., Ltd. Kingdom of Cambodia, US$36,000,000 = 100%  Manufacture and sale of
(Sunfair Garment) limited liability company knitwear products in
Cambodia
BzEaRAR (BE2EM) B BREAERT 1,000,000 % - 100% REMETEZES
Master Limited (“Master Macao”) Macao, MOP1,000,000 - 100%  Trading in Macao
limited liability company
Z2RITERAR HBRLHS 10,000% 7% - 100%  REBETRIEBEES
(M2 27171 BREFRT
Fly Safety Limited (‘Fly Safety”) BVI, US$10,000 - 100%  Aircraft leasing in Hong Kong

ERFIIDBDESEBRHE

limited liability company

EXELFE

ZEBAVEFEREEFEZEKRS
NzAEBNBAR -EFRRFIE
B ARz ERR < RIBBH TR

The above table lists the subsidiaries of the Company which,

in the opinion of the directors, principally affected the results

for the year or formed a substantial portion of the net assets

of the Group. To give details of other subsidiaries would, in

the opinion of the directors, result in particulars of excessive

length.

N B PR SE B #2AR B FR 2 & Shenzhou International Group Holdings Limited
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2.

LR

2.1
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~rg ((EBESHMAE)) Bz
ERAMBHREER (EBMBR
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SERBEBAEHER ((E8g
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@ HEREHRAMKEFAA
EHLHE;

(b) HMEGHRBEFELEE
M &

) HTEFEZRERRBERRE
o

2. ACCOUNTING POLICIES

2.1

Basis of preparation

These financial statements have been prepared in
accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) (which include all Hong Kong
Financial Reporting Standards, Hong Kong Accounting
Standards (“HKASs”) and Interpretations) issued by the
Hong Kong Institute of Certified Public Accountants
(“HKICPA”) and the disclosure requirements of the Hong
Kong Companies Ordinance. They have been prepared
under the historical cost convention, except for certain
wealth management products and equity investments
which have been measured at fair value. These financial
statements are presented in Renminbi (“RMB”) and all
values are rounded to the nearest thousand except when
otherwise indicated.

Basis of consolidation

The consolidated financial statements include the
financial statements of the Company and its subsidiaries
(collectively referred to as the “Group”) for the year ended
31 December 2023. A subsidiary is an entity (including
a structured entity), directly or indirectly, controlled by
the Company. Control is achieved when the Group
is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect
those returns through its power over the investee (i.e.,
existing rights that give the Group the current ability to
direct the relevant activities of the investee).

Generally, there is a presumption that a majority of voting
rights results in control. When the Company has less than
a majority of the voting or similar rights of an investee,
the Group considers all relevant facts and circumstances
in assessing whether it has power over an investee,
including:

(@) the contractual arrangement with the other vote
holders of the investee;

(b) rights arising from other contractual arrangements;
and

(c) the Group’s voting rights and potential voting rights.
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ZEZ=F+"H=+—H 31 December 2023

2.

TR =

2.1

RERE (&)
MELABBMBRERLER R
MR TREAXLQTHE
RS HERR -MBRABTE
BERAERNCGEREERR
BAR UREBSHEEZS
ERIERIEERALE.
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DNEBRAEEGATEA A
R IRfEGIME e - BBl R B R
FEHNMEED AR -EALEE
MERBBRZMELNMESE
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WA o

—EERIETESR BB
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2. ACCOUNTING POLICIES (continued)

2.1

N B PR SE B #2AR B FR 2 & Shenzhou International Group Holdings Limited

Basis of preparation (continued)

Basis of consolidation (continued)

The financial statements of the subsidiaries are prepared
for the same reporting period as the Company, using
consistent accounting policies. The results of subsidiaries
are consolidated from the date on which the Group
obtains control, and continue to be consolidated until the
date that such control ceases.

Profit or loss and each component of other
comprehensive income are attributed to the owners of the
parent of the Group and to the non-controlling interests,
even if this results in the non-controlling interests having
a deficit balance. All intra-group assets and liabilities,
equity, income, expenses and cash flows relating
to transactions between members of the Group are
eliminated in full on consolidation.

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control
described above. A change in the ownership interest of a
subsidiary, without a loss of control, is accounted for as
an equity transaction.

If the Group loses control over a subsidiary, it
derecognises the related assets (including goodwill),
liabilities, any non-controlling interest and the exchange
fluctuation reserve; and recognises the fair value of any
investment retained and any resulting surplus or deficit
in profit or loss. The Group’s share of components
previously recognised in other comprehensive income
is reclassified to profit or loss or retained profits, as
appropriate, on the same basis as would be required if
the Group had directly disposed of the related assets or
liabilities.
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2. ACCOUNTING POLICIES (continued)

2.2 Changes in accounting policies and disclosures

The Group has adopted the following new and revised

HKFRSs for the first time for the current year’s financial

statements.

HKFRS 17
Amendments to HKAS 1 and

Insurance Contracts
Disclosure of Accounting Policies

HKFRS Practice Statement 2

Amendments to HKAS 8

Amendments to HKAS 12

Amendments to HKAS 12

Definition of Accounting Estimates

Deferred Tax related to Assets and
Liabilities arising from a Single
Transaction

International Tax Reform - Pillar Two
Model Rules

The nature and the impact of the new and revised
HKFRSs that are applicable to the Group are described
below:

(@)

Amendments to HKAS 1 require entities to disclose
their material accounting policy information
rather than their significant accounting policies.
Accounting policy information is material if, when
considered together with other information included
in an entity’s financial statements, it can reasonably
be expected to influence decisions that the primary
users of general purpose financial statements
make on the basis of those financial statements.
Amendments to HKFRS Practice Statement 2
Making Materiality Judgements provide non-
mandatory guidance on how to apply the concept
of materiality to accounting policy disclosures. The
Group has disclosed the material accounting policy
information in note 2 to the financial statements.
The amendments did not have any impact on the
measurement, recognition or presentation of any
items in the Group’s financial statements.
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2. ACCOUNTING POLICIES (continued)

2.2 Changes in accounting policies and disclosures

(continued)

(b)

N B PR SE B #2AR B FR 2 & Shenzhou International Group Holdings Limited

Amendments to HKAS 8 clarify the distinction
between changes in accounting estimates and
changes in accounting policies. Accounting
estimates are defined as monetary amounts
in financial statements that are subject to
measurement uncertainty. The amendments also
clarify how entities use measurement techniques
and inputs to develop accounting estimates. Since
the Group’s approach and policy align with the
amendments, the amendments had no impact on
the Group’s financial statements.

Amendments to HKAS 12 Deferred Tax related
to Assets and Liabilities arising from a Single
Transaction narrow the scope of the initial
recognition exception in HKAS 12 so that it no
longer applies to transactions that give rise to equal
taxable and deductible temporary differences,
such as leases and decommissioning obligations.
Therefore, entities are required to recognise a
deferred tax asset (provided that sufficient taxable
profit is available) and a deferred tax liability
for temporary differences arising from these
transactions.

Prior to the initial application of these amendments,
the Group has applied the initial recognition
exception and did not recognise a deferred tax
asset and a deferred tax liability for temporary
differences for transactions related to leases. Upon
the application of the amendments, the Group has
determined the temporary differences arising from
right-of-use assets and lease liabilities separately,
which did not have any material impact on the
overall deferred tax balances presented in the
consolidated statement of financial position as the
related deferred tax balances qualified for offsetting
under HKAS 12.



RAFSER R M EE

Notes to Financial Statements

“E=F+"A=+—H 31 December 2023

2. FEHIHKE =

22 EHHBREHREE B
) (&
NS B SRS 128

B XHBE_E_=FR
—B__F4_"A=+—8
FEENSATEBRER
BEABRGHNSREARES
B Hth2EWE KRGS
BERERTETAEAF
B o

(d) BAEGFEAFI25R BT
NEFER BN E -7
ZEEREMATHEE S (FHR
BRERMABEMNEFZIE
1584 E £ AV IR E AR TR AU FE 50
Eﬁﬁ&a%l]\—lﬁﬁﬁ%ﬂﬁﬁuuﬁ#
MR oZEBITTHZTEE
HNEESIAKEEZR UH
B BRENEREESS
THREBTESZHZMERY
Rlg BERZEI %
WEABEBIFESZ TS
MEMNEBRRIE UER
EOIBITREE LEETE
BAREMAEEERE ST
SR A B 0] 518
EEt VB Kl o AR & B 0
NEAFEIFERERR SRR FE
RAEBEETEBREEM
AR AREE N EETRE
Al FEEITSEFZRE A
EBBNZE R EERET

KB LEETRELRSE
BHRERNEEEIE MR
MEBENBEMNE AT SE -G
NER mEREERED
BN EE B A PSR AR R
BIBIERFR IR 2 B UL A ©

2. ACCOUNTING POLICIES (continued)

2.2 Changes in accounting policies and disclosures

(continued)

(©

(continued)

The adoption of amendments to HKAS 12 did not
have any material impact on the basic and diluted
earnings per share attributable to ordinary equity
holders of the parent, other comprehensive income
and the consolidated statements of cash flows for
the years ended 31 December 2023 and 2022.

Amendments to HKAS 12 International Tax Reform
— Pillar Two Model Rules introduce a mandatory
temporary exception from the recognition and
disclosure of deferred taxes arising from the
implementation of the Pillar Two model rules
published by the Organisation for Economic Co-
operation and Development. The amendments
also introduce disclosure requirements for the
affected entities to help users of the financial
statements better understand the entities’
exposure to Pillar Two income taxes, including
the disclosure of current tax related to Pillar Two
income taxes separately in the periods when Pillar
Two legislation is effective and the disclosure of
known or reasonably estimable information of their
exposure to Pillar Two income taxes in periods in
which the legislation is enacted or substantively
enacted but not yet in effect. The Group has not
yet applied the temporary exception during the
current year because the entities comprising the
Group are operating in jurisdictions in which the
Pillar Two tax law has not yet been enacted or
substantively enacted. The Group will disclose
known or reasonably estimable information related
to its exposure to Pillar Two income taxes in the
consolidated financial statements by the time
when the Pillar Two tax law has been enacted or
substantively enacted and will disclose separately
the current tax expense or income related to Pillar
Two income taxes when it is in effect.
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2. BEHE#@ 2. ACCOUNTING POLICIES (continued)
23 EEMGERRERNEBLBER 2.3 Issued but not yet effective Hong Kong financial
HER| reporting standards

AREBUENILEMBERERTDRE The Group has not applied the following revised HKFRSs,

P T HI B A58 1 R A AT 1
NEEMBREER  AEEE
KT E B SR EEA
(W03 FR) 4 B FE AR SR o

that have been issued but are not yet effective, in these
financial statements. The Group intends to apply these

revised HKFRSs,

effective.

if applicable, when they become

H BB R LR REZHAHS Amendments to Sale or Contribution of Assets between
S0ERERSH REHEE P HKFRS 10 and an Investor and its Associate or Joint
815085 22 EEY HKAS 28 Venture?

(1BET ) EXtE

EHENBREE EE I Amendments to Lease Liability in a Sale and Leaseback’
E16%5 (BFIF) Fog=-1 HKFRS 16

BERGHENEIR KHEESES Amendments to Classification of Liabilities as Current or

(CHEN) BB FEE) HKAS 1 Non-current (the “2020 Amendments”)"*
((ZZ2Z%
FEET)
BERGHENEISE  WEZEHFEA Amendments to Non-current Liabilities with Covenants
(CHEN) HEE(ZE HKAS 1 (the “2022 Amendments”)*
ZZFKET)
14

ERQHENEISR AEBHETH Amendments to Supplier Finance Arrangements’
REBUBREE HKAS 7 and
BIETSE (BT %) HKFRS 7

BRGEREANT AR Amendments to Lack of Exchangeability?

CHIES) HKAS 21

! RIE_NE-—A—HxZE !

Effective for annual periods beginning on or after 1

G FEHRABEN January 2024

g RIZEZAF—BA—HBZZ#E g Effective for annual periods beginning on or after 1
MG FEHRABEN January 2025

g BREERGELBR B < No mandatory effective date yet determined but available
Bigis for adoption

4 HRZZE2ZZ2FEIARZE 4 As a consequence of the 2020 Amendments and 2022

T EBI A EEREESH
HEBERXNNZH—EFNEEH
BHEREEFEZNEBRER
E'J’\J'EJTET’EﬁWEJ DAUfsE 48
EEARIT —RMERRIER

g

Amendments, Hong Kong Interpretation 5 Presentation of
Financial Statements — Classification by the Borrower of a
Term Loan that Contains a Repayment on Demand Clause
was revised to align the corresponding wording with no
change in conclusion

110 N B PR SE B #2AR B FR 2 & Shenzhou International Group Holdings Limited
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2. ACCOUNTING POLICIES (continued)

2.3

Issued but not yet effective Hong Kong financial
reporting standards (continueq)

Further information about those HKFRSs that are
expected to be applicable to the Group is described
below.

Amendments to HKFRS 10 and HKAS 28 address an
inconsistency between the requirements in HKFRS 10
and in HKAS 28 in dealing with the sale or contribution
of assets between an investor and its associate or joint
venture. The amendments require a full recognition of
a gain or loss resulting from a downstream transaction
when the sale or contribution of assets constitutes a
business. For a transaction involving assets that do not
constitute a business, a gain or loss resulting from the
transaction is recognised in the investor’s profit or loss
only to the extent of the unrelated investor’s interest in
that associate or joint venture. The amendments are to be
applied prospectively. The previous mandatory effective
date of amendments to HKFRS 10 and HKAS 28 was
removed by the HKICPA. However, the amendments are
available for adoption now.

Amendments to HKFRS 16 specify the requirements that
a seller-lessee uses in measuring the lease liability arising
in a sale and leaseback transaction to ensure the seller-
lessee does not recognise any amount of the gain or loss
that relates to the right of use it retains. The amendments
are effective for annual periods beginning on or after 1
January 2024 and shall be applied retrospectively to sale
and leaseback transactions entered into after the date
of initial application of HKFRS 16 (i.e., 1 January 2019).
Earlier application is permitted. The amendments are not
expected to have any significant impact on the Group’s
financial statements.
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2. ACCOUNTING POLICIES (continued)

2.3

N B PR SE B #2AR B FR 2 & Shenzhou International Group Holdings Limited

Issued but not yet effective Hong Kong financial
reporting standards (continueq)

The 2020 Amendments clarify the requirements for
classifying liabilities as current or non-current, including
what is meant by a right to defer settlement and that
a right to defer must exist at the end of the reporting
period. Classification of a liability is unaffected by the
likelihood that the entity will exercise its right to defer
settlement. The amendments also clarify that a liability
can be settled in its own equity instruments, and that
only if a conversion option in a convertible liability is
itself accounted for as an equity instrument would the
terms of a liability not impact its classification. The 2022
Amendments further clarify that, among covenants of a
liability arising from a loan arrangement, only those with
which an entity must comply on or before the reporting
date affect the classification of that liability as current
or non-current. Additional disclosures are required
for non-current liabilities that are subject to the entity
complying with future covenants within 12 months after
the reporting period. The amendments shall be applied
retrospectively with early application permitted. An entity
that applies the 2020 Amendments early is required to
apply simultaneously the 2022 Amendments, and vice
versa. The Group is currently assessing the impact of the
amendments and whether existing loan agreements may
require revision. Based on a preliminary assessment, the
amendments are not expected to have any significant
impact on the Group’s financial statements.
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2. ACCOUNTING POLICIES (continued)

2.3

Issued but not yet effective Hong Kong financial
reporting standards (continueq)

Amendments to HKAS 7 and HKFRS 7 clarify the
characteristics of supplier finance arrangements and
require additional disclosure of such arrangements. The
disclosure requirements in the amendments are intended
to assist users of financial statements in understanding
the effects of supplier finance arrangements on an entity’s
liabilities, cash flows and exposure to liquidity risk.
Earlier application of the amendments is permitted. The
amendments provide certain transition reliefs regarding
comparative information, quantitative information as
at the beginning of the annual reporting period and
interim disclosures. The amendments are not expected
to have any significant impact on the Group’s financial
statements.

Amendments to HKAS 21 specify how an entity shall
assess whether a currency is exchangeable into another
currency and how it shall estimate a spot exchange rate
at a measurement date when exchangeability is lacking.
The amendments require disclosures of information that
enable users of financial statements to understand the
impact of a currency not being exchangeable. Earlier
application is permitted. When applying the amendments,
an entity cannot restate comparative information. Any
cumulative effect of initially applying the amendments
shall be recognised as an adjustment to the opening
balance of retained profits or to the cumulative amount
of translation differences accumulated in a separate
component of equity, where appropriate, at the date of
initial application. The amendments are not expected
to have any significant impact on the Group’s financial
statements.

Annual Report 2023 R

113



114

FAFSER R M EE

Notes to Financial Statements

ZEZ=F+"H=+—H 31 December 2023

2.

N B PR SE B #2AR B FR 2 & Shenzhou International Group Holdings Limited

TR =
24 TEEHBERE

HBREREZRE
BMERDR/TERARETHER
B (—RADIR20%REKR R
) WRIEBERHTEEARE
HZBRE - BAEENRBAR
REHSMBREERRREZ
77 M 5% F BRI A A Y
HEESIE -

FEBRBEQAD ZRERERE
mEsA RAERBEEER
BRERBEBER LGS MBI
MBI R ERAEFEZHEE
SR RERBFHAREUELZ

BR—®-

FEBEREHMEATKRBRER
REMEEWZ DR AGEE
mRAGEEGEMEBME@mRA -
o EEFHERNBE QD E
mP R AEBEREGE
HEHRTEDABGENERNE
B WER - AEFHEHEBKBER
Bz RGREEZREREBE
DEASERBEATDZREY
HoMARBEAMBEEAEN
RBREZRSRERAERR -
WEMEABDEEZHES AR
EERBEATDZRE

2. ACCOUNTING POLICIES (continued)

2.4 Material accounting policies

Investments in associates

An associate is an entity in which the Group has a long
term interest of generally not less than 20% of the equity
voting rights and over which it has significant influence.
Significant influence is the power to participate in the
financial and operating policy decisions of the investee,
but is not control or joint control over those policies.

The Group’s investments in associates are stated in
the consolidated statement of financial position at the
Group’s share of net assets under the equity method of
accounting, less any impairment losses. Adjustments are
made to bring into line any dissimilar accounting policies
that may exist.

The Group’s share of the post-acquisition results and
other comprehensive income of associates is included
in the consolidated statement of profit or loss and
consolidated other comprehensive income, respectively.
In addition, when there has been a change recognised
directly in the equity of associates, the Group recognises
its share of any changes, when applicable, in the
consolidated statement of changes in equity. Unrealised
gains and losses resulting from transactions between
the Group and its associates are eliminated to the extent
of the Group’s investments in associates, except where
unrealized losses provide evidence of an impairment
of the assets transferred. Goodwill arising from the
acquisition of associates is included as part of the
Group’s investments in associates.
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2. ACCOUNTING POLICIES (continued)

2.4 Material accounting policies (continued)

Investments in associates (continued)

If an investment in an associate becomes an investment
in a joint venture or vice versa, the retained interest
is not remeasured. Instead, the investment continues
to be accounted for under the equity method. In all
other cases, upon loss of significant influence over the
associate or joint control over the joint venture, the Group
measures and recognises any retained investment at its
fair value. Any difference between the carrying amount
of the associate or joint venture upon loss of significant
influence or joint control and the fair value of the retained
investment and proceeds from disposal is recognised in
profit or loss.

When an investment in an associate is classified as held
for sale, it is accounted for in accordance with HKFRS
5 Non-current Assets Held for Sale and Discontinued
Operations.

Fair value measurement

The Group measures its financial assets at fair value
through profit or loss, financial liabilities at fair value
through profit or loss and equity investments designated
at fair value through other comprehensive income at fair
value at the end of each reporting period. Fair value is
the price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between
market participants at the measurement date. The fair
value measurement is based on the presumption that
the transaction to sell the asset or transfer the liability
takes place either in the principal market for the asset
or liability, or in the absence of a principal market, in
the most advantageous market for the asset or liability.
The principal or the most advantageous market must be
accessible by the Group. The fair value of an asset or a
liability is measured using the assumptions that market
participants would use when pricing the asset or liability,
assuming that market participants act in their economic
best interest.
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2. ACCOUNTING POLICIES (continued)

2.4 Material accounting policies (continued)

Fair value measurement (continued)

A fair value measurement of a non-financial asset takes
into account a market participant’s ability to generate
economic benefits by using the asset in its highest and
best use or by selling it to another market participant that
would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate
in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of
relevant observable inputs and minimising the use of
unobservable inputs.

All assets and liabilities for which fair value is measured
or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based
on the lowest level input that is significant to the fair value
measurement as a whole:

Level 1 - based on quoted prices (unadjusted) in
active markets for identical assets or
liabilities

Level 2 - based on valuation techniques for which
the lowest level input that is significant to
the fair value measurement is observable,
either directly or indirectly

Level 3 - based on valuation techniques for which
the lowest level input that is significant
to the fair value measurement is

unobservable

For assets and liabilities that are recognised in the
financial statements on a recurring basis, the Group
determines whether transfers have occurred between
levels in the hierarchy by reassessing categorisation
(based on the lowest level input that is significant to the
fair value measurement as a whole) at the end of each
reporting period.
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2. ACCOUNTING POLICIES (continued)

2.4 Material accounting policies (continued)

Impairment of non-financial assets

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

In testing a cash-generating unit for impairment, a portion
of the carrying amount of a corporate asset (e.g., a
headquarters building) is allocated to an individual cash-
generating unit if it can be allocated on a reasonable and
consistent basis or, otherwise, to the smallest group of
cash-generating units.

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount. In
assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax
discount rate that reflects current market assessments
of the time value of money and the risks specific to the
asset. An impairment loss is charged to the statement
of profit or loss in the period in which it arises in those
expense categories consistent with the function of the
impaired asset.
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2. ACCOUNTING POLICIES (continued)

2.4 Material accounting policies (continued)

Impairment of non-financial assets (continued)

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

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

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

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

(i) has significant influence over the Group; or

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

(b) the party is an entity where any of the following
conditions applies:

—_

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

(i) one entity is an associate or joint venture of
the other entity (or of a parent, subsidiary or
fellow subsidiary of the other entity);
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2. ACCOUNTING POLICIES (continued)

2.4 Material accounting policies (continued)

Related parties (continued)
(b)  (continued)

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

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

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

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

(vii) a person identified in (a)(i) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of
a parent of the entity); and

(viii) the entity, or any member of a group of
which it is a part, provides key management
personnel services to the Group or to the
parent of the Group.

Property, plant and equipment and depreciation
Property, plant and equipment, other than construction
in progress, are stated at cost less accumulated
depreciation and any impairment losses. When an item
of property, plant and equipment is classified as held for
sale or when it is part of a disposal group classified as
held for sale, it is not depreciated and is accounted for
in accordance with HKFRS 5, as further explained in the
accounting policy for “Non-current assets and disposal
groups held for sale”. The cost of an item of property,
plant and equipment comprises its purchase price and
any directly attributable costs of bringing the asset to its
working condition and location for its intended use.
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2. ACCOUNTING POLICIES (continued)

2.4 Material accounting policies (continued)

Property, plant and equipment and depreciation
(continued)

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

Depreciation is calculated on the straight-line basis to
write off the cost of each item of property, plant and
equipment to its residual value over its estimated useful
life. The estimated useful lives of property, plant and

ZAhEt Rl BEHR T ¢ equipment used for this purpose are as follows:

fhEt P EHA FleREE

Estimated Residual

871 Category useful life value

B Buildings 20E254F 0% — 10%
20 - 25 years

R 55 5z 1% 23 Plant and machinery 106 0% — 10%
10 years

EHITA Vehicles 5ZE 154 0% - 10%
5 - 15 years

R EEEE Furniture and fixtures 2E5H 0% — 10%
2 — 5 years

E-EYE -BEARREEET
WMEPHDIEETENBE
B AZBREMAREEN#E
BE D ME B RBEBHRER
E-FegrEBE IRFHARTES
EEVREMBFRERES R
BERIFHAE-

N B PR SE B #2AR B FR 2 & Shenzhou International Group Holdings Limited

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

2.4 Material accounting policies (continued)

Property, plant and equipment and depreciation
(continued)

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

Construction in progress is stated at cost less any
impairment losses, and is not depreciated. It is
reclassified to the appropriate category of property, plant
and equipment when completed and ready for use.

Intangible assets (other than goodwiill)

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

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

Category Estimated useful life
Software 4 — 10 years
Water use right 20 years
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2. ACCOUNTING POLICIES (continued)

2.4 Material accounting policies (continued)

Intangible assets (other than goodwill) (continued)
Research and development costs

All research costs are charged to the statement of profit
or loss as incurred.

Expenditure incurred on projects to develop new products
is capitalised and deferred only when the Group can
demonstrate the technical feasibility of completing the
intangible asset so that it will be available for use or
sale, its intention to complete and its ability to use or sell
the asset, how the asset will generate future economic
benefits, the availability of resources to complete the
project and the ability to measure reliably the expenditure
during the development. Product development
expenditure which does not meet these criteria is
expensed when incurred.

Leases

The Group assesses at contract inception whether
a contract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveys the right to
control the use of an identified asset for a period of time
in exchange for consideration.

Group as a lessee

The Group applies a single recognition and measurement
approach for all leases, except for short-term leases and
leases of low-value assets. The Group recognises lease
liabilities to make lease payments and right-of-use assets
representing the right to use the underlying assets.
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2. ACCOUNTING POLICIES (continued)

2.4 Material accounting policies (continued)
Leases (continued)
Group as a lessee (continued)

(@)

Right-of-use assets

Right-of-use assets are recognised at the
commencement date of the lease (that is the date
the underlying asset is available for use). Right-
of-use assets are measured at cost, less any
accumulated depreciation and any impairment
losses, and adjusted for any remeasurement of
lease liabilities. The cost of right-of-use assets
includes the amount of lease liabilities recognised,
initial direct costs incurred, and lease payments
made at or before the commencement date less
any lease incentives received. Where applicable,
the cost of a right-of-use asset also includes an
estimate of costs to dismantle and remove the
underlying asset or to restore the underlying asset
or the site on which it is located. Right-of-use
assets are depreciated on a straight-line basis over
the shorter of the lease terms and the estimated
useful lives of the assets as follows:

Leasehold land 30 - 50 years

Buildings 3 - 20 years
If ownership of the leased asset transfers to
the Group by the end of the lease term or the
cost reflects the exercise of a purchase option,
depreciation is calculated using the estimated useful
life of the asset.
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2. ACCOUNTING POLICIES (continued)

2.4 Material accounting policies (continued)

Leases (continued)

Group as a lessee (continued)

(b)

N B PR SE B #2AR B FR 2 & Shenzhou International Group Holdings Limited

Lease liabilities

Lease liabilities are recognised at the
commencement date of the lease at the present
value of lease payments to be made over the
lease term. The lease payments include fixed
payments (including in-substance fixed payments)
less any lease incentives receivable, variable lease
payments that depend on an index or a rate, and
amounts expected to be paid under residual value
guarantees. The lease payments also include the
exercise price of a purchase option reasonably
certain to be exercised by the Group and payments
of penalties for termination of a lease, if the lease
term reflects the Group exercising the option to
terminate the lease. The variable lease payments
that do not depend on an index or a rate are
recognised as an expense in the period in which the

event or condition that triggers the payment occurs.

In calculating the present value of lease payments,
the Group uses its incremental borrowing rate at
the lease commencement date because the interest
rate implicit in the lease is not readily determinable.
After the commencement date, the amount of lease
liabilities is increased to reflect the accretion of
interest and reduced for the lease payments made.
In addition, the carrying amount of lease liabilities
is remeasured if there is a modification, a change
in the lease term, a change in lease payments
(e.g., a change to future lease payments resulting
from a change in an index or rate) or a change in
assessment of an option to purchase the underlying
asset.
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2. ACCOUNTING POLICIES (continued)

2.4 Material accounting policies (continued)

Leases (continued)

Group as a lessee (continued)

(c) Short-term leases and leases of low-value assets
The Group applies the short-term lease recognition
exemption to its short-term leases of machinery and
equipment (that is those leases that have a lease
term of 12 months or less from the commencement
date and do not contain a purchase option). It also
applies the recognition exemption for leases of
low-value assets to leases of office equipment and
laptop computers that are considered to be of low
value.

Lease payments on short-term leases and leases of
low-value assets are recognised as an expense on a
straight-line basis over the lease term.

Group as a lessor

When the Group acts as a lessor, it classifies at lease
inception (or when there is a lease modification) each of
its leases as either an operating lease or a finance lease.

Leases in which the Group does not transfer substantially
all the risks and rewards incidental to ownership of an
asset are classified as operating leases. When a contract
contains lease and non-lease components, the Group
allocates the consideration in the contract to each
component on a relative stand-alone selling price basis.
Rental income is accounted for on a straight-line basis
over the lease terms and is included in revenue in the
statement of profit or loss due to its operating nature.
Initial direct costs incurred in negotiating and arranging
an operating lease are added to the carrying amount of
the leased asset and recognised over the lease term on
the same basis as rental income. Contingent rents are
recognised as revenue in the period in which they are
earned.

Leases that transfer substantially all the risks and rewards

incidental to ownership of an underlying asset to the
lessee are accounted for as finance leases.
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2. ACCOUNTING POLICIES (continued)

2.4 Material accounting policies (continued)

Investments and other financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as
subsequently measured at amortised cost, fair value
through other comprehensive income, and fair value
through profit or loss.

The classification of financial assets at initial recognition
depends on the financial asset’s contractual cash flow
characteristics and the Group’s business model for
managing them. With the exception of trade and bills
receivables that do not contain a significant financing
component or for which the Group has applied the
practical expedient of not adjusting the effect of a
significant financing component, the Group initially
measures a financial asset at its fair value, plus in the
case of a financial asset not at fair value through profit
or loss, transaction costs. Trade and bills receivables
that do not contain a significant financing component or
for which the Group has applied the practical expedient
are measured at the transaction price determined under
HKFRS 15 in accordance with the policies set out for
“Revenue recognition” below.

In order for a financial asset to be classified and
measured at amortised cost or fair value through other
comprehensive income, it needs to give rise to cash flows
that are solely payments of principal and interest (“SPPI”)
on the principal amount outstanding. Financial assets with
cash flows that are not SPPI are classified and measured
at fair value through profit or loss, irrespective of the
business model.
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ACCOUNTING POLICIES (continued)

2.4 Material accounting policies (continued)

Investments and other financial assets (continued)
Initial recognition and measurement (continued)

The Group’s business model for managing financial
assets refers to how it manages its financial assets
in order to generate cash flows. The business model
determines whether cash flows will result from collecting
contractual cash flows, selling the financial assets,
or both. Financial assets classified and measured at
amortised cost are held within a business model with
the objective to hold financial assets in order to collect
contractual cash flows, while financial assets classified
and measured at fair value through other comprehensive
income are held within a business model with the
objective of both holding to collect contractual cash flows
and selling. Financial assets which are not held within
the aforementioned business models are classified and
measured at fair value through profit or loss.

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

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

Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently
measured using the effective interest method and are
subject to impairment. Gains and losses are recognised
in the statement of profit or loss when the asset is
derecognised, modified or impaired.
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N B PR SE B #2AR B FR 2 & Shenzhou International Group Holdings Limited

2. ACCOUNTING POLICIES (continued)

2.4 Material accounting policies (continued)

Investments and other financial assets (continued)
Financial assets designated at fair value through other
comprehensive income (equity investments)

Upon initial recognition, the Group can elect to classify
irrevocably its equity investments as equity investments
designated at fair value through other comprehensive
income when they meet the definition of equity under
HKAS 32 Financial Instruments: Presentation and are not
held for trading. The classification is determined on an
instrument-by-instrument basis.

Gains and losses on these financial assets are never
recycled to the statement of profit or loss. Dividends are
recognised as other income in the statement of profit or
loss when the right of payment has been established,
except when the Group benefits from such proceeds as a
recovery of part of the cost of the financial asset, in which
case such gains are recorded in other comprehensive
income. Equity investments designated at fair value
through other comprehensive income are not subject to
impairment assessment.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are
carried in the statement of financial position at fair value
with net changes in fair value recognised in the statement
of profit or loss.



B TSR R MIEE
Notes to Financial Statements

ZEZ=F+"H=+—H 31 December 2023

2. BEHE®@

24 IEBGHBEME ®
HIFEREHEE
SHEE G WER —BLRE
Er—SAN—ERESHEE
Z—ED) 7 TIIE RS E K
IFFEER (DB A& B S SR
REABE)

s WHREBEERSREBZIE
MERE® 5 X

s AFAEECEIWEZEERE
REREBZEN > AERE
—RIE% 2 ERER
BEERBRTIHE=F2#
AEZNEWRERZE
F; W(e)BEBRRBEER
RED R KRB ; 2 (0)ik
BERYFREZBEEERKR
Mo AR RER BEEEE
ZEEEZERI#-

EAEEERHENRNEEM
RETRBZEN > HEFTIL—18
BREe gXEEATRE®
REEHAENRR KB X
RERBE -HAERILEEIEN
REZEBEMBAE 2 AR K
O B EEEZREEZE
il 18 R o R A 2 B A A e SR
WEEEEUSEERED S
FReMEXIBR T AEETFHEE—
ERMER CEEEEKBAM
BEERBRAEERBOEN R
BEENEESE-

FRSERUAEEMBEERS
EffRz —HBEZOEALER
TUZBEEEZRIRAERESE
B AEEZANEBHELR (X
RIEERE) 5tH-

2. ACCOUNTING POLICIES (continued)

2.4 Material accounting policies (continued)

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is
primarily derecognised (i.e., removed from the Group’s
consolidated statement of financial position) when:

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

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

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

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

2.4 Material accounting policies (continued)

Impairment of financial assets

The Group recognises an allowance for expected credit
losses (“ECLs”) for all debt instruments not held at fair
value through profit or loss. ECLs are based on the
difference between the contractual cash flows due in
accordance with the contract and all the cash flows
that the Group expects to receive, discounted at an
approximation of the original effective interest rate. The
expected cash flows will include cash flows from the sale
of collateral held or other credit enhancements that are
integral to the contractual terms.

General approach

ECLs are recognised in two stages. For credit exposures
for which there has not been a significant increase in
credit risk since initial recognition, ECLs are provided
for credit losses that result from default events that are
possible within the next 12 months (a 12-month ECL).
For those credit exposures for which there has been a
significant increase in credit risk since initial recognition,
a loss allowance is required for credit losses expected
over the remaining life of the exposure, irrespective of the
timing of the default (a lifetime ECL).

At each reporting date, the Group assesses whether
the credit risk on a financial instrument has increased
significantly since initial recognition. When making the
assessment, the Group compares the risk of a default
occurring on the financial instrument as at the reporting
date with the risk of a default occurring on the financial
instrument as at the date of initial recognition and
considers reasonable and supportable information that is
available without undue cost or effort, including historical
and forward-looking information. The Group considers
that there has been a significant increase in credit risk
when contractual payments are more than 30 days past
due.
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2. ACCOUNTING POLICIES (continued)

2.4 Material accounting policies (continued)

Impairment of financial assets (continued)

General approach (continued)

The Group considers a financial asset in default when
contractual payments are 90 days past due. However, in
certain cases, the Group may also consider a financial
asset to be in default when internal or external information
indicates that the Group is unlikely to receive the
outstanding contractual amounts in full before taking into
account any credit enhancements held by the Group.

A financial asset is written off when there is no reasonable
expectation of recovering the contractual cash flows.

Financial assets at amortised cost are subject to
impairment under the general approach and they are
classified within the following stages for measurement of
ECLs except for trade and bills receivables which apply
the simplified approach as detailed below.

Stage 1 - Financial instruments for which credit
risk has not increased significantly since
initial recognition and for which the loss
allowance is measured at an amount
equal to 12-month ECLs

Stage 2 - Financial instruments for which credit
risk has increased significantly since
initial recognition but that are not credit-
impaired financial assets and for which
the loss allowance is measured at an

amount equal to lifetime ECLs

Stage 3 - Financial assets that are credit-impaired
at the reporting date (but that are not
purchased or originated credit-impaired)
and for which the loss allowance is
measured at an amount equal to lifetime

ECLs
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2. ACCOUNTING POLICIES (continued)

2.4 Material accounting policies (continued)

Impairment of financial assets (continued)

Simplified approach

For trade and bills receivables that do not contain a
significant financing component or when the Group
applies the practical expedient of not adjusting the effect
of a significant financing component, the Group applies
the simplified approach in calculating ECLs. Under the
simplified approach, the Group does not track changes
in credit risk, but instead recognises a loss allowance
based on lifetime ECLs at each reporting date. The Group
has established a provision matrix that is based on its
historical credit loss experience, adjusted for forward-
looking factors specific to the debtors and the economic
environment.

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as
financial liabilities at fair value through profit or loss, loans
and borrowings, payables, or as derivatives designated
as hedging instruments in an effective hedge, as
appropriate.

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

The Group’s financial liabilities include trade payables,
financial liabilities included in other payables and
accruals, amounts due to related parties, financial
liabilities at fair value through profit or loss and interest-
bearing bank borrowings.

Subsequent measurement
The subsequent measurement of financial liabilities
depends on their classification as follows:
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2. ACCOUNTING POLICIES (continued)

2.4 Material accounting policies (continued)

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

Financial liabilities at fair value through profit or loss
include financial liabilities held for trading.

Financial liabilities are classified as held for trading if
they are incurred for the purpose of repurchasing in the
near term. This category also includes derivative financial
instruments entered into by the Group that are not
designated as hedging instruments in hedge relationships
as defined by HKFRS 9. Separated embedded derivatives
are also classified as held for trading unless they are
designated as effective hedging instruments. Gains or
losses on liabilities held for trading are recognised in the
statement of profit or loss. The net fair value gain or loss
recognised in the statement of profit or loss does not
include any interest charged on these financial liabilities.

Financial liabilities at amortised cost (trade and other
payables, and borrowings)

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

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs
that are an integral part of the effective interest rate. The
effective interest rate amortisation is included in finance
costs in the consolidated statement of profit or loss.
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2. ACCOUNTING POLICIES (continued)

2.4 Material accounting policies (continued)

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

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

Offsetting of financial instruments

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

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined on the weighted
average basis and, in the case of work in progress
and finished goods, comprises direct materials, direct
labour and an appropriate proportion of overheads. Net
realisable value is based on estimated selling prices less
any estimated costs to be incurred to completion and
disposal.
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2. ACCOUNTING POLICIES (continued)

2.4 Material accounting policies (continued)

Cash and cash equivalents

Cash and cash equivalents in the statement of financial
position comprise cash on hand and at banks, and short-
term highly liquid deposits with a maturity of generally
within three months that are readily convertible into
known amounts of cash, subject to an insignificant risk
of changes in value, and held for the purpose of meeting
short-term cash commitments.

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents comprise cash on hand
and at banks, and short-term deposits as defined above,
less bank overdrafts which are repayable on demand and
form an integral part of the Group’s cash management.

Provisions

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

When the Group expects some or all of a provision to
be reimbursed, the reimbursement is recognised as a
separate asset, but only when the reimbursement is
virtually certain. The expense relating to a provision is
presented in the statement of profit or loss net of any
reimbursement.

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

Income tax

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

2.4 Material accounting policies (continued)

Income tax (continued)

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

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes, except
that deferred tax is not recognised for the Pillar Two
income taxes.

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

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

° in respect of taxable temporary differences
associated with investments in subsidiaries and
associates, when the timing of the reversal of the
temporary differences can be controlled and it is
probable that the temporary differences will not
reverse in the foreseeable future.
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2. ACCOUNTING POLICIES (continued)

2.4 Material accounting policies (continued)

Income tax (continued)

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

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

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

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

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

2.4 Material accounting policies (continued)

Income tax (continued)

Deferred tax assets and deferred tax liabilities are offset
if and only if the Group has a legally enforceable right to
set off current tax assets and current tax liabilities and
the deferred tax assets and deferred tax liabilities relate
to income taxes levied by the same taxation authority
on either the same taxable entity or different taxable
entities which intend either to settle current tax liabilities
and assets on a net basis, or to realise the assets and
settle the liabilities simultaneously, in each future period
in which significant amounts of deferred tax liabilities or
assets are expected to be settled or recovered.

Government grants

Government grants are recognised at their fair value
where there is reasonable assurance that the grant will
be received and all attaching conditions will be complied
with. When the grant relates to an expense item, it
is recognised as income on a systematic basis over
the periods that the costs, for which it is intended to
compensate, are expensed.

Where the grant relates to an asset, the fair value is
credited to a deferred income account and is released
to the consolidated statement of profit or loss over the
expected useful life of the relevant asset by equal annual
instalments or deducted from the carrying amount of the
asset and released to the consolidated statement of profit
or loss by way of a reduced depreciation charge.

Revenue recognition

Revenue from contracts with customers

Revenue from contracts with customers is recognised
when control of goods is transferred to the customers
at an amount that reflects the consideration to which
the Group expects to be entitled in exchange for those
goods.
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2. ACCOUNTING POLICIES (continued)

2.4 Material accounting policies (continued)

Revenue recognition (continued)

Revenue from contracts with customers (continued)
When the consideration in a contract includes a variable
amount, the amount of consideration is estimated
to which the Group will be entitled in exchange for
transferring the goods to the customer. The variable
consideration is estimated at contract inception and
constrained until it is highly probable that a significant
revenue reversal in the amount of cumulative revenue
recognised will not occur when the associated uncertainty
with the variable consideration is subsequently resolved.

When the contract contains a financing component
which provides the customer with a significant benefit of
financing the transfer of goods to the customer for more
than one year, revenue is measured at the present value
of the amount receivable, discounted using the discount
rate that would be reflected in a separate financing
transaction between the Group and the customer
at contract inception. When the contract contains a
financing component which provides the Group with
a significant financial benefit for more than one year,
revenue recognised under the contract includes the
interest expense accreted on the contract liability under
the effective interest method. For a contract where the
period between the payment by the customer and the
transfer of the promised goods or services is one year or
less, the transaction price is not adjusted for the effects
of a significant financing component, using the practical
expedient in HKFRS 15.

Sale of knitwear products

Revenue from the sale of knitwear products is recognised
at the point in time when control of the asset is
transferred to the customer, generally on delivery or pick-
up of the knitwear products.
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Revenue from other sources

Rental income is recognised on a time proportion basis
over the lease terms. Variable lease payments that do not
depend on an index or a rate are recognised as income in
the accounting period in which they are incurred.

Other income

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

Dividend income is recognised when the shareholders’
right to receive payment has been established, it is
probable that the economic benefits associated with the
dividend will flow to the Group and the amount of the
dividend can be measured reliably.

Contract liabilities

A contract liability is recognised when a payment is
received or a payment is due (whichever is earlier) from
a customer before the Group transfers the related goods
or services. Contract liabilities are recognised as revenue
when the Group performs under the contract (i.e.,
transfers control of the related goods to the customer).

Employee benefits

Pension schemes

The employees of the Group’s subsidiaries which operate
in Chinese Mainland are required to participate in a
central pension scheme operated by the local municipal
government. These subsidiaries are required to contribute
a certain percentage of their payroll costs to the central
pension scheme. The contributions are charged to the
consolidated statement of profit or loss as they become
payable in accordance with the rules of the central
pension scheme.
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2. ACCOUNTING POLICIES (continued)

2.4 Material accounting policies (continued)

Employee benefits (continued)

Pension schemes (continued)

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

Borrowing costs

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

Dividends

Final dividends are recognised as a liability when
they are approved by the shareholders in a general
meeting. Proposed final dividends are disclosed in the
notes to the financial statements. Interim dividends are
simultaneously proposed and declared, because the
Company’s memorandum and articles of association
grant the directors the authority to declare interim
dividends. Consequently, interim dividends are recognised
immediately as a liability when they are proposed and
declared.
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2. ACCOUNTING POLICIES (continued)

2.4 Material accounting policies (continued)

Foreign currencies

These financial statements are presented in RMB.
Each entity in the Group determines its own functional
currency and items included in the financial statements
of each entity are measured using that functional
currency. Foreign currency transactions recorded by the
entities in the Group are initially recorded using their
respective functional currency rates prevailing at the
dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies are translated at the
functional currency rates of exchange ruling at the end
of the reporting period. Differences arising on settlement
or translation of monetary items are recognised in the
consolidated statement of profit or loss.

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

In determining the exchange rate on initial recognition
of the related asset, expense or income on the
derecognition of a non-monetary asset or non-monetary
liability relating to an advance consideration, the date of
initial transaction is the date on which the Group initially
recognises the non-monetary asset or non-monetary
liability arising from the advance consideration. If there
are multiple payments or receipts in advance, the Group
determines the transaction date for each payment or
receipt of the advance consideration.
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2. ACCOUNTING POLICIES (continued)

2.4 Material accounting policies (continued)

Foreign currencies (continued)

The functional currency of the Company is the Hong
Kong dollar (“HK$”). The functional currencies of certain
subsidiaries located outside Chinese Mainland are
currencies other than RMB. As at the end of the reporting
period, the assets and liabilities of these entities are
translated into RMB at the exchange rates prevailing at
the end of the reporting period and their statements of
profit or loss are translated into RMB at the exchange
rates that approximate to those prevailing at the dates of
the transactions.

The resulting exchange differences are recognised in
other comprehensive income and accumulated in the
exchange fluctuation reserve, except to the extent
that the differences are attributable to non-controlling
interests. On disposal of a foreign operation, the
cumulative amount in the reserve relating to that particular
foreign operation is recognised in the statement of profit
or loss.

For the purpose of the consolidated statement of cash
flows, the cash flows of the Company and certain
overseas subsidiaries are translated into RMB at the
exchange rates ruling at the dates of the cash flows.
Frequently recurring cash flows of overseas subsidiaries
which arise throughout the year are translated into RMB
at the average exchange rates for the year.
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SIGNIFICANT ACCOUNTING ESTIMATES
The preparation of the Group’s financial statements requires
management to make judgements, estimates and assumptions
that affect the reported amounts of revenues, expenses, assets
and liabilities, and their accompanying disclosures, and the
disclosure of contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes that could
require a material adjustment to the carrying amounts of the
assets or liabilities affected in the future.

Estimation uncertainty

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

Provision for expected credit losses on trade and bills
receivables

The Group uses a provision matrix to calculate ECLs for trade
and bills receivables. The provision rates are based on days
past due for groupings of various customer segments that
have similar loss patterns (i.e., by geography, product type,
customer type and rating, and coverage by letters of credit and
other forms of credit insurance).

The provision matrix is initially based on the Group’s historical
observed default rates. The Group will calibrate the matrix to
adjust the historical credit loss experience with forward-looking
information. For instance, if forecast economic conditions (i.e.,
gross domestic product) are expected to deteriorate over the
next year which can lead to an increased number of defaults
in the manufacturing sector, the historical default rates are
adjusted. At each reporting date, the historical observed
default rates are updated and changes in the forward-looking
estimates are analysed.

The assessment of the correlation among historical observed
default rates, forecast economic conditions and ECLs is
a significant estimate. The amount of ECLs is sensitive to
changes in circumstances and forecast economic conditions.
The Group’s historical credit loss experience and forecast
of economic conditions may also not be representative of a
customer’s actual default in the future. The information about
the ECLs on the Group’s trade and bills receivables is disclosed
in note 21 to the financial statements.
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SIGNIFICANT ACCOUNTING ESTIMATES
(continued)

Estimation uncertainty (continued)

Inventory excess and obsolescence provisions

The management of the Group reviews the ageing analysis
at the end of the reporting period, and makes allowance for
excess and obsolete inventory items identified that are not
suitable for use in current production. Management estimates
the net realisable value for such raw materials, work in progress
and finished goods based primarily on the latest invoice prices
and current market conditions.

Useful lives of property, plant and equipment

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

Leases - Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate implicit
in a lease, and therefore, it uses an incremental borrowing
rate (“IBR”) to measure lease liabilities. The IBR is the rate of
interest that the Group would have to pay to borrow over a
similar term, and with a similar security, the funds necessary
to obtain an asset of a similar value to the right-of-use asset
in a similar economic environment. The IBR therefore reflects
what the Group “would have to pay”, which requires estimation
when no observable rates are available (such as for subsidiaries
that do not enter into financing transactions) or when it needs
to be adjusted to reflect the terms and conditions of the lease
(for example, when leases are not in the subsidiary’s functional
currency). The Group estimates the IBR using observable
inputs (such as market interest rates) when available and is
required to make certain entity-specific estimates (such as the
subsidiary’s stand-alone credit rating).
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SIGNIFICANT ACCOUNTING ESTIMATES
(continued)

Estimation uncertainty (continued)

Deferred tax assets

Deferred tax assets are recognised for unused tax losses
to the extent that it is probable that taxable profit will be
available against which the losses can be utilised. Significant
management judgement is required to determine the amount
of deferred tax assets that can be recognised, based upon
the likely timing and level of future taxable profits together
with future tax planning strategies. Deferred tax assets at an
amount of RMB23,200,000 were recognised for tax losses at
31 December 2023 (2022: RMB37,549,000). The amount of
accumulated tax losses at 31 December 2023 not recognised
as deferred tax assets was approximately RMB1,382,420,000
(2022: RMB1,566,474,000), which will expire in one to five
years for offsetting against future taxable profits. Further details
are given in note 30 to the financial statements.

OPERATING SEGMENT INFORMATION

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

&R
(a) SHEPESKA

(b)

4. OPERATING SEGMENT INFORMATION

(continued)
Geographical information
(a) Revenue from external customers

—E_= s
2023 2022
AR¥FT ARETF T
RMB’000 RMB’000
R A R Chinese Mainland 7,124,052 7,074,146
Br 2R European Union 5,027,285 6,215,018
ESJE United States of America 3,879,987 4,873,358
SN Japan 3,675,539 3,926,014
Hih&s Other regions 5,262,929 5,692,876
HEM T Total revenue 24,969,792 27,781,412

FHIBABEH D EERR
]

13 h &5

destinations of the products.

The revenue information above is based on the delivery

FETEEE (b) Non-current assets

—EBE=F B2
2023 2022
AR¥T T ARBEET T
RMB’000 RMB’000
R A Chinese Mainland 6,002,770 6,305,326
g Vietnam 4,391,634 4,664,913
SaiHEE Cambodia 2,725,300 2,502,255
Hfth& 53 Other regions 228,127 245,530
MIEMEEE Total non-current assets 13,347,831 13,718,024

LIRS EEEN A REER
EME D B ARBERAEHIR
TER-RBERATNZREBE
mEAREFEBREH AEM
EHB@mZ DR ERIEERIE

The non-current asset information above is based on
the locations of the assets and excludes long-term time
deposits at banks, investments in associates, equity
investments designated at fair value through other
comprehensive income and deferred tax assets.
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4. BEFWENR @ 4. OPERATING SEGMENT INFORMATION
(continued)
FTERRZEN Information about major customers
KEEEER (DAlMEAEEUAI10% Revenue from major customers which individually accounts for
) ZIMAWT 10% or more of the Group’s revenue is as follows:
g = =
2023 2022
AR¥T T AREFT
RMB’000 RMB’000
=R H Customer A 7,696,598 8,630,511
ERZ Customer B 6,001,903 5,833,540
BRR Customer C 3,691,682 4,863,067
B2RT Customer D 2,490,745 3,465,645
5. kA 5. REVENUE
WA ST : An analysis of revenue is as follows:
2023 2022
AR¥T T AEBEFIT
RMB’000 RMB’000
EEESRMA Revenue from contracts with customers
HEFmR-—NEERBE  Sale of goods - at a point in time 24,969,792 27,781,412
EREHKA Revenue from contracts with customers
(i) TRITHVARSEHBER A (i) The following table shows the amounts of revenue
PHREPUVENEENRAE recognised in the current reporting period that were
LN included in the contract liabilities at the beginning of the

reporting period:

==E== - —
2023 2022
AR®FT ARBTT
RMB’000 RMB’000

SFARSHTEH Revenue recognised that was included in
BEMNERBUA ¢ contract liabilities at the beginning of the
reporting period:

HE ™M m Sales of goods 13,461 5,867
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5. KA &= 5. REVENUE (continued)
BEREHNKA (&) Revenue from contracts with customers (continued)
(i) BHEF (i) Performance obligations

FEEZBONEEEMBERE
AR EZER > MIBBEER
ZATHESTB0E180H A EI A 1T ©

6. HthA - Hftiliz ~ (FA%X) 6.

The Group’s performance obligation is satisfied upon
delivery or pick-up of the textile products and payment is
generally due within 30 to 180 days from delivery.

OTHER INCOME, OTHER GAINS/

FER (EXPENSES), NET
2023 2022
AREFT AREFT
RMB’000 RMB’'000
Hug A Other income
BT B Government grants 250,305 172,632
FE WA Interest income 778,904 278,126
HEZUWA Rental income 25,888 33,651
BAREFEREFHA Dividend income from equity
HtherEWR@msETiREZ investments at fair value through
% B other comprehensive income 234 109
4Bt Total 1,055,331 484,518
Hihzs (B) B4 Other gains/(expenses), net
NaBEWZE (B5IR) $58 Fair value gains/(losses), net:
TTETHA Derivative instruments — transactions
—TREERKRGENZTZ not qualifying as hedges 991 (107,004)
BAnEsTEREHtA Financial assets at fair value through
BmZEREE profit or loss
—RH D fEA I EER] — mandatorily classified as such 73,579 77,210
REFRAREEER Gain on disposal of items of
Z W right-of-use assets 9,427 =
HEVME -BERRHEER Gain/(loss) on disposal of items of
W (B8 property, plant and equipment 39,702 (16)
B =R P ER Foreign exchange differences, net 150,577 1,105,563
HA1th Others (15,576) (15,558)
#EEt Total 258,700 1,060,195
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7. BRIEAIF)HE 7. PROFIT BEFORE TAX
AEEZBRRAIABEEMNR GEA) - The Group'’s profit before tax is arrived at after charging/
(crediting):
—E=F - ——
2023 2022
M sE AR¥T T AREETF T
Notes RMB’000 RMB’000
BHEEFEEGRAX Cost of inventories sold 18,904,165 21,649,619
L ENN Y =ISE Depreciation of items of property,

HEE plant and equipment 15 1,343,267 1,308,458
FTREEEINE Depreciation of right-of-use assets 16(a) 110,238 72,587
B EEHE Amortisation of intangible assets 17 20,740 17,856
FERAEEERIER Lease payments not included in the

SFABNEENR measurement of lease liabilities 16(c) 2,665 42 322
ECTEMEN & Auditor’s remuneration 3,700 3,595
EERFMEX (BIEEE Employee benefit expense (including

kEE{THRAEMNE directors’ and chief executive’s

(f35%9)) : remuneration (note 9)):

TERHE Wages and salaries 6,006,514 6,716,614

BRIRET B Pension scheme contributions

(RBREIREFTED (defined contribution scheme)* 11 691,343 690,005
HAhEF) Other benefits 284,274 288,121
6,982,131 7,694,740
PEREREFER Foreign exchange differences, net (150,577) (1,105,563)
EFEREFEE Impairment of inventories, net 124,804 531
FE U BR RURE/E 38 Impairment of trade receivables, net 269 =
HEWRIEREFE  Impairment of other receivables, net (1,963) (1,924)
NRE (Wa) /K583 58 Fair value (gains)/losses, net:
TEITA Derivative instruments
— AR EEs — transactions not qualifying
ERBRGNRS as hedges 6 (991) 107,004
BAREBEE2HEEEE  Financial assets at fair value
ABmZEMEE through profit or loss
—oR DA LR R — mandatorily classified as such 6 (73,579) (77,210)
FEUWA Interest income 6 (778,904) (278,126)
BEME BE KRB (Gain)/loss on disposal of items of

BEHz (k&) K18 property, plant and equipment 6 (39,702) 16
EETREEE Gain on disposal of items of

BH z Wm right-of-use assets (9,427) =
Y BERIEEREEHAEEEAEE 5 There are no forfeited contributions that may be used by

BB/ IREHERKF the Group as the employer to reduce the existing level of

contributions.
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8. FIEmMZ 8. FINANCE COSTS
MEREDTAOT : An analysis of finance costs is as follows:
—EZ= S ——
2023 2022
B35 AR¥T T AREFT
Notes RMB’000 RMB’000
RTEEZHE Interest on bank borrowings 338,078 223,146
HEaGZHE Interest on lease liabilities 16(b) 7,727 5,213
485t Total 345,805 228,359
9. EEZME 9. DIRECTORS’ REMUNERATION
BEEBMARSFIBRARFZES L Directors’ and chief executive’s remuneration for the year,
mHRA (T EMmHRA) ~FEQLTEAL disclosed pursuant to the Rules Governing the Listing of
£5383(1)(a) ~ (b) ~ (C) R (NEBIFR E KA ) Securities on The Stock Exchange of Hong Kong Limited (the
(REEZEEHNmER) RAIF2HRE “Listing Rules”), section 383(1)(a), (b), (c) and (f) of the Hong
KFEEEERREITHRABZMEH Kong Companies Ordinance and Part 2 of the Companies
BT (Disclosure of Information about Benefits of Directors)
Regulation, is as follows:
—E-= B
2023 2022
AR¥TT ARETFT
RMB’000 RMB’000
& Fees 384 384
e RMREYA G Salaries, allowances and benefits in kind 20,712 20,769
BRRETE R Pension scheme contributions 109 105
INEE Subtotal 20,821 20,874
45t Total 21,205 21,258
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9. EFEZME @ 9. DIRECTORS’ REMUNERATION (continued)
HITESE (BERETHRAR) & Executive directors (including the chief executive) and
BWIFERITESE . independent non-executive directors:

Fr Rl R BREHE

ik BRI = H i <& 482 &8
Salaries,
allowances Pension
and benefits scheme Total
Fees in kind contributions remuneration
AEBTFT AR%TR ARMTR ARMTR
RMB’000 RMB’000 RMB’000 RMB’000
== 2023
BITEE ! Executive director:
ERELE Mr. Ma Jianrong - 4,962 31 4,993
=ML E Mr. Huang Guanlin
(TTE#E#) (Chief executive) - 4,379 31 4,410
BLCMEE Mr. Ma Renhe - 4,624 16 4,640
TEREE Mr. Wang Cunbo - 3,322 31 3,353
BRZHeL Ms. Chen Zhifen - 3,273 - 3,273
INET Subtotal - 20,560 109 20,669
BWIFERITESE . Independent non-executive
directors:
BERLE Mr. Jiang Xianpin 96 38 - 134
R E S Mr. Liu Xinggao 96 38 - 134
FEMA L+ Ms. Liu Chunhong 96 38 - 134
RIRE S E Mr. Zhang Bingsheng 96 38 - 134
INE Subtotal 384 152 - 536
smEt Total 384 20,712 109 21,205
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9.

FEEZME @ 9. DIRECTORS’ REMUNERATION (continued)
HITES (BEERTHRABR) & Executive directors (including the chief executive) and
BUERITES | (&) independent non-executive directors: (continued)
E RN RIKETE
e BYRTE R B =428
Salaries,
allowances
and Pension
benefits scheme Total
Fees in kind  contributions  remuneration
ARBFT AREFT ARBFT ARBFT
RMB’000 RMB’000 RMB’000 RMB’000
—E”C 2022
BITESE ! Executive director:
BRELE Mr. Ma Jianrong - 4,915 30 4,945
EEAMEE Mr. Huang Guanlin
(TTE#E#) (Chief executive) - 4,400 30 4,430
BECMmEsE Mr. Ma Renhe - 4,569 15 4,584
ITHEEEE Mr. Wang Cunbo - 3,423 30 3,453
BRZHeL Ms. Chen Zhifen - 3,302 - 3,302
INEE Subtotal - 20,609 105 20,714
BIUEMITES ! Independent non-executive
directors:
BER&E Mr. Jiang Xianpin 96 40 = 136
S e Mr. Liu Xinggao 96 40 = 136
RELL T Ms. Liu Chunhong 96 40 - 136
RIRGE o & Mr. Zhang Bingsheng 96 40 - 136
NGt Subtotal 384 160 - 544
@5t Total 384 20,769 105 21,258

FRUEREFARSITHRAEREL
FEERERTMMNEZ 2k

There was no arrangement under which a director or the chief

executive waived or agreed to waive any remuneration during

the year.
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DIRECTORS’ REMUNERATION (continued)
Subsequent to the end of the reporting period, on 30 January
2024, Ms. Chen Zhifen resigned as an executive director,
effective 31 January 2024, upon reaching the retirement
age. On 26 March 2024, Mr. Hu Jijun was appointed as an
executive director of the Group, effective 1 April 2024. Mr.
Jiang Xianpin resigned as an independent non-executive
director of the Group, effective 1 April 2024. Ms. Wang Feirong
was appointed as an independent non-executive director of the
Group, effective 1 April 2024.

Mr. Hu Jijun and Ms. Wang Feirong shall hold office until the
forthcoming annual general meeting, at which they will offer
themselves for re-election.

Mr. Ma Renhe, Mr. Liu Xinggao and Ms. Liu Chunhong will
retire by rotation and, being eligible, will offer themselves
for re-election at the forthcoming annual general meeting.
The executive directors and independent non-executive
directors are appointed for periods of three years, renewable
automatically for successive terms of 3 years (subject to the
requirements of the Company’s Articles of Association and the
Listing Rules).
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10.

TaEaHMES 10. FIVE HIGHEST PAID EMPLOYEES
FRAR LR HFNESBIE=2ES The five highest paid employees during the year included three
(BEEEITHRAR) (ZEZ_F: directors including the chief executive (2022: three), details
=%)  HEF B EN L XX MisEo - & of whose remuneration are set out in note 9 above. Details of
RHEHEMZ (CE2EZ2F  WA) FER the remuneration for the year of the remaining two (2022: two)
BDEEFRSTHAEBNRSHUME highest paid employees who are neither a director nor chief
BZMEFEBOT executive of the Company are as follows:
—_F-= B
2023 2022
AR¥FT ARETF T
RMB’000 RMB’000
e R REYA G Salaries, allowances and benefits in kind 8,413 8,664
BRARET B HER Pension scheme contributions 26 15
4E 5t Total 8,439 8,679
MENFUTENZIFESERIEFRS The number of non-director and non-chief executive highest
THRABRESHMWES AZ : paid employees whose remuneration fell within the following
bands is as follows:
BE AR
Number of employees
—E=% —E-
2023 2022
4,500,001 B TE HK$4,500,001 to HK$5,000,000
5,000,0007& 75 2 -
5,000,001 B TE HK$5,000,001 to HK$5,500,000
5,500,000 75 - 2
4 st Total 2 2
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1. BIAREF

11. RETIREMENT BENEFITS

—E= =
2023 2022
ARBTT AEREFT
RMB’000 RMB’000
RiEEBEm&xP I Charged to the consolidated statement of
profit or loss
— RIRBH MR - Retirement benefit contributions 691,343 690,005

AEERPEREZZ2BES ZRA
RBHZZEHBNEN 2 RINEFE
PRfREE > BBz F5t8) AEBEAFLY
ZRBERBANHREEEHF TRER
ZETEALEHABE IRBETFTLRA
i WEA BT E RS-

AEBTRE BRG] MR EE S ENRD
REBRGERSEBRRETEZE
B2HE—AREH-REE - HRLIRE
BEAFEZREEI XM WRE
BMIREFERWERLAFRESE
mERAF e BREFAECEEFABIL
BEZEEN BAEENEEDRAR
Eo-rEBZEEMHRN BBEEEE
EHEME T2 BIRES -

RERBRIBAEEERALIZEE
BB AB ERNRIEER KT RFE R
o BRI FERA BRI &
HEUMAREEREMREZRTE
RESFTMERKRBH I HR RE
R’ °

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

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

Shenzhou Cambodia, Dagian Cambodia, Rong Win, Marvel
Garment, Sunfair Garment, Gain Lucky Vietnam and Worldon
Vietnam, wholly-owned subsidiaries incorporated in the
Kingdom of Cambodia and Vietnam, are required to contribute
amounts based on employees’ salaries (defined contribution)
to the retirement benefit schemes as stipulated by the relevant
local authorities.
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11.

12.

BAKEH &
—ERRPIEMRI 2 2 EREAT
EEEMPY AR EHAAMSFIRER
BNERE BIFHE TR B2 M3

BR SRRt 2 (RSN » RE B B A AR
HiBR KRB BHAEFATEZE T

FRrisi
BE"TZ_=Z—FER-T-"F+°AH
S+—HLEEZFREREETIER

I

11.

12.

RETIREMENT BENEFITS (continuead)

Master Macao, a wholly-owned subsidiary incorporated in
Macao, is required to contribute a certain amount to the
retirement benefit scheme as stipulated by the relevant local
authority.

The Group has no further obligation for post-retirement benefits
or housing funds beyond the contributions in respect of the
above.

INCOME TAX

The major components of income tax expense for the years
ended 31 December 2023 and 2022 are:

2= =BT
2023 2022
AR#FT ARBFT
RMB’000 RMB’000
FHRAZ BHFER Current Hong Kong profits tax 3,170 4,120
BN BHATEIIR Current overseas withholding tax 43,315 4,126
2 2 HFIER Current Vietnam profits tax 92,840 77,529
RIHEZBHAER Current Cambodia profits tax 142 96
R EHFER Current Macao profits tax 187,190 188,846

R AR BRA Current Chinese Mainland corporate income

PRSI (TR EFR1SR) tax (“CIT") 163,121 305,846
EIERIE (BYEE30) Deferred taxation (note 30) (51,540) 118,345
#act Total 438,238 698,908

BEFRERENBERE (—AANE
BETR) BRfF > ZREEEREHRE
REGRTHBEAG AEFELEZX
PIH A RBHHEEBRAEFE WA
W i IR E AR o

EBAESRBREARETBEEN G
FERBM B I16.5% (T -
16.5%) IR = 5+ 12 #54% - 2,000,000
BT (ZTZTH 2,000,000 7T) B
FESRIR A I28.25% MM T HM > 6z T
FERFRF A #%16.5% 09 R 4R o

Pursuant to section 6 of the Tax Concessions Law (1999
Revision) of the Cayman Islands, the Company has obtained an
undertaking from the Governor-in-Council that no law enacted
in the Cayman Islands imposing any tax to be levied on profits,
income, gain or appreciation shall apply to the Company or its
operations.

Hong Kong profits tax has been provided at the rate of 16.5%
(2022: 16.5%) on the estimated assessable profits arising in
Hong Kong during the year. The first HK$2,000,000 (2022:
HK$2,000,000) of assessable profits are taxed at 8.25% and
the remaining assessable profits are taxed at 16.5%.
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12. FRIEIR = 12. INCOME TAX (continued)

158

RNEBEZESEMRILIZWE RS
BRBMAEN RARZENB AT
REBRZESTESEME (REE
MMER) AU ENEBRELEFEET
ERES-

RREETESMEIZMBABE
20% (B T8 120%) IME AP
B -RBERIBRELAERER > BTH
BARERERENEENFEERS
BINFTSR D RIARREEDN
EFARBRIERERR A1 %R
TEE R A ZEBAATRE o

REXREMEIZHELABRERD X
MBI ERIEFISIMMEI0% (ZTT =2
F130%) U BAEEZERRIE
RPN - AR ER AR B AR N
H s % £ RN FE > S\ IFH
FRiSM st -

MEREEEMRILZNEB AR BER
E20% MM B - IRIFUFE AR R
EH ZEHENB AR T ERERE
10%BMFTESI o tbsh > AR —R1EH
EIE-AF+A=+—HHEDE
FrERRHAMEHR KRBT ZE
F—RA—BEBNFOBES0%FIE
MeB—SKXWBLRAIEBRE_ZSZHF
T+ A=+ HHNEOFIERRE
WMPEM KRB —F—HF—Hit
BAEARR50%FTEHR ©

RERFIE AL FORPISEM A ILA
WEBARAMNAEEERFELR
FESRIRF) IR 2% IR KB PRIGIR ©

The subsidiaries incorporated in the BVI are not subject to
income tax as these subsidiaries do not have a place of
business (but only a registered office) or carry on any business
in the BVI.

The subsidiaries incorporated in the Kingdom of Cambodia,
are subject to income tax at a rate of 20% (2022: 20%). Under
the laws and regulations of Cambodia, certain subsidiaries
are entitled to an exemption from income tax for the first
four profit-making years but for business not entitled to tax
exemption are subject to tax at a rate of 1% pursuant to the
Law of Taxation in Cambodia.

The subsidiary incorporated in Japan, under the Law of
Taxation in Japan, is subject to income tax at a rate of 30%
(2022: 30%) of the assessable profits arising in Japan. No
provision for income tax has been made as the subsidiary had
no assessable profits arising in Japan during the year.

Two subsidiaries incorporated in Vietnam, are subject to
income tax at a rate of 20%. Under the laws and regulations
of Vietnam, the subsidiaries are entitled to enjoy a lower profits
tax rate of 10%. Furthermore, one is entitled to an exemption
from income tax for four years ended 31 December 2019 and
a 50% reduction for nine years from 1 January 2020. The other
subsidiary is entitled to an exemption from income tax for four
years ended 31 December 2020 and a 50% reduction for nine
years from 1 January 2021.

Pursuant to Macao’s relevant tax legislations, the subsidiaries
incorporated in Macao are subject to income tax at a rate
of 12% of the accessible profits arising in Macao during the
current year.
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12. FR1§1R = 12. INCOME TAX (continued)

BEPEARAMBEEEMRIRE
(T ERBIRE)  STERBEL
BN FEARNARERRUAIZ26%ZR
KGR IRBMEERSIREERE) o —
BNBARNESHRMEZE (TS5
RMEE) BN HAEE-T "

—RB—HEZFZF15%ZMBERE
BN -MEMBADNTENMATE
BB REERRZFIEIREEREK-

HE_S_=6R-_TE-__&+_8
=+—BIEBRREE  RERLEEH
FIE RN P EIEARE Y RENHE

Pursuant to the Corporate Income Tax Law of the People’s
Republic of China (the “New CIT Law”), the PRC subsidiaries
as determined for the year in accordance with the New CIT
Law are subject to tax at a rate of 25% on their assessable
income. A subsidiary is qualified as a High-New Technology
Enterprise (“HNTE”), and is entitled to a concessionary rate
of income tax at 15% for three years commencing 1 January
2022. Two subsidiaries are qualified as micro and small
companies and entitled to a concessionary rate of income tax
of 5%.

A reconciliation between the tax expense and the product of
accounting profit multiplied by the PRC’s domestic tax rate
for the tax years ended 31 December 2023 and 2022 is as

L

follows:

—_F-= B
2023 2022
AR¥FT ARBTT
RMB’000 RMB’000
BRA% A F Profit before tax 4,995,501 5,262,073
LUEEMZE25% Tax at the statutory tax rate of 25%
(ZEZ "5 1 25%) (2022: 25%)
STEZINIE 1,248,875 1,315,518
BERAEEIM S Lower tax rates for specific jurisdictions or
EPIE I 2 BERE enacted by local authorities (777,431) (556,669)
BB ERE Additional deductible allowance for qualified
KON N HE research and development costs (64,824) (66,995)
HUFHAEEPARIEN Adjustments in respect of current tax of
FHE previous periods (25,498) (36)
FE{L B A B A Profits attributable to associates (3,209) 5,351
AR WA Income not subject to tax (14,383) (24,805)
AEHREZH Expenses not deductible for tax 6,725 5,251
FINFEINIR Overseas withholding tax 43,315 4,126
FRRERZRNIERIE Tax losses not recognised during the year 68,964 46,729
MU A RERH Utilisation of previously unrecognised
RIEES 18 tax losses (44,296) (29,562)
BRERREWE W IE Tax charge at the effective rate 438,238 698,908
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13.

14.

g2 13. DIVIDENDS
—EB-= s
2023 2022
AR¥FT ARBEF T
RMB’000 RMB’000
E— SRR ERR0.9578 T Interim — HK$0.95 (2022: HK$1.06)
(ZEBEZ- "4 :1.06%7t) per ordinary share 1,316,672 1,362,689
BORKAARG S — Proposed final — HK$1.08 (2022: HK$0.85)
SRE®ERKR1.088T per ordinary share
(CE——%  0.8587T) 1,471,198 1,141,404

FEEZHRHLKKRBAREABERTR
RNEERRBEARG Lt

AR EBRKRERAAE
LEREF

BRERABIDREBESRAEBERR
BEBABGERFEURFNEE
TE B MNEFE01,503,222,397 %
(ZZ 4 :1,508,222,397/%) 5t

S

Ho

14.

The proposed final dividend for the year is subject to the
approval of the Company’s shareholders at the forthcoming
annual general meeting.

EARNINGS PER SHARE ATTRIBUTABLE

TO ORDINARY EQUITY HOLDERS OF THE
PARENT

The calculation of the basic earnings per share amount is
based on the profit for the year attributable to ordinary equity
holders of the parent, and the weighted average number of
ordinary shares of 1,503,222,397 (2022: 1,503,222,397) in
issue during the year.
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14. BAGIEERIREFTEALRE
LEREA @

BE_ ST _=—F+-RBA=+—HKZ
S "F+_B=+—HILFE -&x&E
BIrEAEBETHEE 8 TEE

g o

BREFKRBERAZFENT

14.

EARNINGS PER SHARE ATTRIBUTABLE
TO ORDINARY EQUITY HOLDERS OF THE

PARENT (continued)

The Group had no potentially dilutive ordinary shares in issue
during the years ended 31 December 2023 and 31 December

2022.

The calculation of basic and diluted earnings per share is

based on:
&7 Earnings
—EZ=F -
2023 2022
ARBTT ARETFIT
RMB’000 RMB’000
SAEESREARAREERFN  Profit attributable to ordinary equity holders
FIRBz 8 BB of the parent used in the basic and diluted
A ARAFE earnings per share calculation 4,557,263 4,562,783
&1 Shares
R d=]
Number of shares
—E=F ==
2023 2022
SEESREARKREERT]  Weighted average number of ordinary shares
PRz BB used in the basic and diluted earnings
INtEFHE per share calculation 1,503,222,397 1,503,222,397
sRER Earnings per share
—_E-= B2
2023 2022
ARBTT AR
RMB RMB
BEARRK#E Basic and diluted 3.03 3.04
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15. Y E BB Rk

15. PROPERTY, PLANT AND EQUIPMENT

BEK iR
BF e EHIA EERE EEIR Feh
Furniture
Plant and and Construction
Buildings ~ machinery Vehicles fixtures  in progress Total
ARETR ARETR ARETRT ARETR AREFR ARET:
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
REFE: Net book value:
RZEZZF+”B=+—H At 31 December 2022 5,700,720 4,999,609 338,681 223,917 330,775 11,593,702
P Cost
EA_ T_=FE-A—R> At 1 January 2023, 8,179,490 9,948,476 571,034 562,933 330,775 19,592,708
HE Additions 11,392 226,547 7,030 16,471 570,609 832,049
bE Disposals (161,92)  (259,014) (9,000  (20929)  (24594)  (467,466)
e Transfers 175527 247,688 616 16617 (518005  (77,557)
EREE Exchange realignment (2,026) (18,722) 4,209 1,359 (906) (11,086)
RZE-ZE+"FA=+—H> At 31 December 2023, 8,202,454 10,157,975 573,889 576,451 357,879 19,868,648
ZEME ! Accumulated depreciation:

R_E_=%-HA-H: At 1 January 2023: 2,478,770 4,948,867 232,353 339,016 - 7,999,006
FENERE Depreciation provided during the year 406,760 824,715 45,672 66,120 - 1,343,267
e Disposals (69,414)  (220,843) @113  (18977) - [317,347)
] Transfers (37,191) (40,122) - (244) - (77,557)
ERAZ Exchange realignment (3,666) (6,753) 768 146 - (9,505)
RZEZ=F+ZB=F—H> At 31 December 2023, 2,775,259 5,505,864 270,680 386,061 - 8,937,864

REFE: Net book value:
RIBZIZE At 31 December 2023
+-B=+-H 5,427,195 4,652,111 303,209 190,390 357,879 10,930,784
REFE: Net book value:
RZEZ—-FE+”A=+—H At 31 December 2021 4,576,176 4,653,345 322,246 156,799 1,421,608 11,130,174
S Cost

A_BE-__F-F—-H> At 1 January 2022, 6,611,351 8,733,118 511,189 454,857 1,421,608 17,732,123
HE Additions 58,400 351,886 21,573 40,375 950,789 1,423,023
HE Disposals (19,282) (34,010) (9,120) (13,636) (45,889) (121,937)
e Transfers 1,364,102 645,285 15,595 72571 (2,007,643) -
ERBE Exchange realignment 164,829 252,197 31,797 8,766 101,910 559,499

AZEZ"F+ZHA=+—H> At 31 December 2022, 8,179,490 0,948,476 571,034 562,933 330,775 19,592,708

RIHE ! Accumulated depreciation:
WZ&__%#-F—H: At 1 January 2022: 2,035,175 4,079,773 188,943 298,058 - 6,601,949
FENERE Depreciation provided during the year 407,399 802,783 44,531 53,745 = 1,308,458
e Disposals (19,282) (29,887) (8,362) (12,908) - (70,439)
a5 Transfers 23,626 - - (4,344) . 19,282
ERAE Exchange realignment 31,852 96,198 7,241 4,465 - 139,756
RZBZZE+ZA=F—H> At 31 December 2022, 2478770 4,948,867 232,353 339,016 - 7,999,006
REFE . Net book value:
WZZ2-"F+"B=+—H  At31 December 2022 5,700,720 4,999,609 338,681 223917 330,775 11,593,702
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15.

16.

ME - BERsE @

N _EZ=ZF+ZA=+—H ' &&E
EZIBF MERZREBELEER (CZ
_THF+ZRA=+—H  xEBRE
FBR B R 5% 0 K R) o

RARSHI ~EBEFAHETIETF
BREMARS ZEBFRIB=

+ZA=+—HEREFELBAIAR
#%02,235,985,5167C (ZE "4 . A
EE#52,774,628,7247T) o N'/A B EFED
AAEBBREEILBRGE REA
B F - ARBDERTRA LME
BEfAEHAEER _E-_=F+_"A4
=+ HHNUBERRBEEARTE-

HE
FEEEREBA
AEEMEEBEEMEANZ AL

W BFREMBEYEEETEEE
B -AEEERAERE ARRFHEELS
#FH —F BRI TR IR HHIRI0E
50 MREZ LT LB ERKRR > 2
BRBAMEARIR - EFHERNMHE
BT R3E20F - HMMBEEW X1
HBEERIEAIUT &R E R
BREEHEHE - —RM= > ~&EE [
TEBMIINANTEERDBEHREEE -
BEZMEESNEANEHEENM-

15.

16.

PROPERTY, PLANT AND EQUIPMENT
(continued)

As at 31 December 2023, there were no mortgages over
buildings, plant and machinery of the Group (31 December
2022: there were no mortgages over buildings, plant and
machinery of the Group).

As at the date of this report, the Group was in the process
of applying for the title certificates of certain of its buildings
with an aggregate net carrying amount of approximately
RMB2,235,985,516 as at 31 December 2023 (2022:
RMB2,774,528,724). The directors of the Company are of the
view that the Group is entitled to lawfully and validly occupy
and use the above-mentioned buildings. The directors of the
Company are also of the opinion that the aforesaid matters
will not have any significant impact on the Group’s financial
position as at 31 December 2023.

LEASES

The Group as a lessee

The Group has lease contracts for various items of land,
buildings and other leasehold properties used in its operations.
Lump sum payments were made upfront to acquire the leased
land from the owners with lease periods of 30 to 50 years, and
no ongoing payments will be made under the terms of these
land leases. Leases of buildings generally have lease terms
between 3 and 20 years. Other leasehold properties generally
have lease terms of 12 months or less and/or are individually
of low value. Generally, the Group is restricted from assigning
and subleasing the leased assets outside the Group. There are
several lease contracts that include variable lease payments.
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ErNFEEERAEEENEEE
REBEHNT :

16. 1HE @& 16. LEASES (continued)
TEBELAEEAN @) The Group as a lessee (continued)
(a) RFHEEE (a) Right-of-use assets

The carrying amounts of the Group’s right-of-use assets
and the movements during the year are as follows:

HELTH BF Mt
Leasehold
land Buildings Total
ABBTT  ARMTR ARMTR
RMB’000 RMB’000 RMB’000
RZEZ=F—F—H At1January 2023 1,630,285 105,095 1,735,380
wE Additions 239,826 106,177 346,003
HE Disposals (9,018) (2,898) (11,916)
WEER Depreciation charge (45,537) (64,701) (110,238)
R Exchange realignment 46 1,534 1,580
S At 31 December 2023
+ZBA=1+—H 1,815,602 145,207 1,960,809
N_E_"F—HF—H  At1January 2022 1,450,738 123,396 1,574,134
wE Additions 176,285 - 176,285
TEER Depreciation charge (44,143) (28,444) (72,587)
R Exchange realignment 47,405 10,143 57,548
AN At 31 December 2022
+ZA=+—H 1,630,285 105,095 1,735,380

RAEBEEH AEBEAH
HETFIHRFEXEMAES > &
EBFR_ZTE-_=%F+_A
=+ —BHEREFEABEOARKE
316,793,769TC c R A B E B RH
AEBBEEES LA MER L
HELH ARNBEENREAL
MEEAEHAEER S =
F+ZB=1+—HNHEBERRE
BARTE

As at the date of this report, the Group was in the
process of applying for the title lease certificates of
certain of its leasehold land with an aggregate net
carrying amount of approximately RMB316,793,769 as
at 31 December 2023. The directors of the Company
are of the view that the Group is entitled to lawfully and
validly use the above-mentioned leasehold land. The
directors of the Company are also of the opinion that the
aforesaid matters will not have any significant impact on
the Group’s financial position as at 31 December 2023.
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16. A8 =

TEBMERKBEA &
(b)) HEERE
FRHEERNREERESHN

16. LEASES (continued)

The Group as a lessee (continued)
(b) Lease liabilities

The carrying amount of lease liabilities and the

S ¢ movements during the year are as follows:
—E=% —E-
2023 2022
ARETT AREETF T
RMB’000 RMB’000
R—B—HNEREE Carrying amount at 1 January 116,607 132,789
miEE New leases 106,177 =
HE Disposals (3,307) =
FRERORFE Accretion of interest recognised
during the year 7,727 5,213
g Payments (71,112) (33,889)
bE 50 S B Exchange realignment 2,010 12,494
R+ZB=+—H® Carrying amount at 31 December
IREME 158,102 116,607
WMD#A Analysed into:
T Eh &8 Current portion 47,344 29,548
JEREZB D Non-current portion 110,758 87,059

HEEENEIMBA MR BR

RIF5T404% B

note 40 to the financial statements.

The maturity analysis of lease liabilities is disclosed in
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16. A& = 16. LEASES (continued)
TEBELAEEAN @) The Group as a lessee (continued)
(c) LR EMBANERERNIEN (c) The amounts recognised in profit or loss in relation to
S G leases are as follows:
2023 2022
AR¥FT ARETF T
RMB’000 RMB’000
HEBEBEZHE Interest on lease liabilities 7,727 5,213
FREEEZ Depreciation charge of right-of-use
WEER assets 110,238 72,587
ERAGHAEE Expense relating to short-term leases
e BR NAREARS and other leases with remaining
+ZB=+—H8% lease terms ended on or before
ZHIAEERD 31 December
HMBEENMZ - 37,078
EHHEREBEE Expense relating to leases of
B low-value assets 2,665 5,244
EEFRAEEEER Gain on disposal of items of
Z W= right-of-use assets (9,427) =
HR 18 PSR PV AR 2R Total amount recognised in profit or loss 111,203 120,122
(d) FHEERSRBBEREREKRN (d) The total cash outflow for leases are disclosed in note
FE33(b)iK B o 33(b) to the financial statements.

166 N B PR SE B #2AR B FR 2 & Shenzhou International Group Holdings Limited



B TSR R MIEE
Notes to Financial Statements

ZEZ=F+"H=+—H 31 December 2023

16.

HE @

TEBEABEA
AEBRBESEHEZHBEEYE
= R 5 B P B R PERY N\ E T
EME-MNER—MERBL MR
Ed WHERESRETREHAZER
T AEBMFARINASTWABAR
#05,888,000C (ZE__F : AR
33,651,0007T) » s¥IB S B 7 R =
560

RNIE_=F+"RB=+—H &x&EHE
RARBERBEATBHEKCEHE T
WERZ RAGIRFEELTRUWT -

16.

LEASES (continuead)

The Group as a lessor

The Group leases its property, plant and equipment consisting
of eight industrial properties in Chinese Mainland under
operating lease arrangements. The terms of the leases
generally require the tenants to pay security deposits and
provide for periodic rent adjustments according to the then
prevailing market conditions. Rental income recognised
by the Group during the year was RMB25,888,000 (2022:
RMB33,651,000), details of which are included in note 6 to the
financial statements.

At 31 December 2023, the undiscounted lease payments
receivable by the Group in future periods under non-cancellable
operating leases with its tenants are as follows:

=F== —E”C
2023 2022
AREFT AREETF T
RMB’000 RMB’000
—FR Within one year 16,027 17,278
—FBEMENAN After one year but within two years 7,269 15,397
MEBE=ZERN After two years but within three years 5,948 7,269
—FEBBOEER After three years but within four years 6,226 5,948
MEBERFER After four years but within five years 6,424 2,479
LF® After five years 2,677 12,849
wast Total 44,571 61,220
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17. B2 EE 17. INTANGIBLE ASSETS
B ki @t
Water use
Software right Total
ARBFT ARETT ARBTT
RMB’000 RMB’000 RMB’000
REFE: Net carrying amount:
ATETF At 31 December 2022
+—-A=+—H 90,058 34,935 124,993
BRAS Cost:
ATE"=F—HA—H At 1 January 2023 139,684 129,000 268,684
wnE Additions 24,275 - 24,275
HE Disposals (642) - (642)
R Exchange realignment 2 - (2
RIZTZ=F At 31 December 2023
+-BA=+—H 163,315 129,000 292,315
g fio Accumulated amortisation:
AE_=F—HA—H At 1 January 2023 49,626 94