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Corporate Information
AT EH

Board of Directors

Executive Directors:

Mr. Chen Binghui
Mr. Chen Zhifeng
Mr. Wu Shoumin

Non-executive Directors:
Mr. Qiu Jianfa (Chairman)

Mr. Lin Shuging

Independent non-executive Directors:

Mr. Yang Guohao
Mr. Kwong Kwan Tong
Ms. Xue Fang

Audit Committee
Mr. Kwong Kwan Tong (Chairman)

Mr. Yang Guohao
Ms. Xue Fang

Remuneration Committee
Mr. Yang Guohao (Chairman)

Mr. Kwong Kwan Tong
Ms. Xue Fang

Nomination Committee
Ms. Xue Fang (Chairwoman)

Mr. Kwong Kwan Tong
Mr. Yang Guohao

Joint Company Secretaries

Mr. Chan Cho Chak, CPA (Practising), FCCA
Mr. Yao Yan Ping Francis, CPA (Practising), FCCA
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Authorised Representatives

Mr. Chen Binghui
Mr. Yao Yan Ping Francis

Registered Office

Clarendon House
2 Church Street
Hamilton HM11
Bermuda

Principal Place of Business in Hong Kong

Unit 1003, 10th Floor
No. 69 Jervois Street
Hong Kong

Head Office in the PRC

Wenyi Road

Jing Yang Country
Xianyang City
Shaanxi Province
PRC

Legal Advisers to the Company

As to Hong Kong Law
So Keung Yip & Sin

As to Bermuda Law
Conyers Dill & Pearman

As to PRC Law
Dacheng Law Offices
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Corporate Information (continued)
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Auditors =SB
Martin C.K. Pong & Company EEH AT
Compliance Adviser & B

BERELHERRAF
(R=—T——F - F—H&MF

ERDMNERAF
(R-—B——F_-_FA—BEZEHF)

Guotai Junan Capital Limited (resigned on 1 February 2012)
Huntington Asia Limited (appointed on 1 February 2012)

Hong Kong Share Registrar

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

Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

Principal Bankers

Standard Chartered Bank (Hong Kong) Limited

Stock Code

2128

Company Website

www.goldenshield.com.cn
www.goldenshield.com.hk
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Revenue increased by approximately 39.6% to approximately
RMB991.0 million for the year ended 31 December 2011 from
approximately RMB710.0 million for the year ended 31 December
2010.

Despite gross profit margin being decreased by approximately 4.4
percentage points to approximately 17.6% for the year ended 31
December 2011 from approximately 22.0% for the year ended 31
December 2010, gross profit increased to approximately RMB174.4
million from RMB156.0 million over the same period.

Net profit margin decreased by approximately 3.5 percentage points to
approximately 10.2% for the year ended 31 December 2011 from
approximately 13.7% for the year ended 31 December 2010 whereas
profit attributable to owners of the Company increased by
approximately 3.2% to approximately RMB100.6 million for the year
ended 31 December 2011 from approximately RMB97.4 million for the
year ended 31 December 2010.

Basic earnings per share is approximately RMB12 cents for the year
ended 31 December 2011, of which its calculation is based on the
weighted average number of ordinary shares of 841,774,740.

The Board does not recommend the payment of a final dividend for the
financial year ended 31 December 2011 (2010: nil).

Financial Highlights
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Chairman’s Statement

ERHE

The Board of Directors (the “Board”) of Golden Shield Holdings (Industrial)
Limited (“Golden Shield” or “the Company”) is pleased to announce the
audited consolidated annual results of the Company and its subsidiaries (“the
Group”) for the 12 months ended 31 December 2011. This is the Group’s first
annual results report issued after the listing of the Group on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) on 14 July 2011.

During the past year, the textile industry in the PRC faced a tougher
macroeconomic environment when compared with that in 2010. External
challenges primarily stemming from the slowdown of the global economic
recovery, coupled with certain domestic obstacles such as tightening of
currency and monetary policies, fluctuation of cotton prices and a surge in
production costs have aggravated the operating pressures across the entire
textile sector in the PRC. However, with huge consumption in the domestic
market, the textile industry attained a stable growth for the year. In view of
intense market competition, the Group continued to place business focus on
its cotton yarns given their versatility in downstream textile product
applications and hence stability in market demand. This strategy has helped
the Group to achieve growth in turnover and profit notwithstanding the
unfavourable operating environment.

The listing of the Group not only marks a milestone in its history but the fund
raised from the share offer also facilitates its future development. During the
year, the Group adopted the development strategy of “striving for excellence
and growing its business in scale and strength”. As for its cotton yarns
business, the Group is planning to expand its Yongle Production Plant to
enlarge the production scale of combed cotton yarn, a premium cotton yarn
product in the market, to meet the demand from customers for higher quality
products and improve the Group’s overall profitability. In order to alleviate the
impact from lint cotton price fluctuation, the Group concentrated on
production of higher density grey fabric products during the year such that
the profitability can be maintained. We believe such continual adjustment in
operation strategy will help enhance the Group’s leadership in the cotton
textile industry in the northwestern region in the PRC, enlarge our market
share and lead the Group’s business to new heights.

As for the supply of raw materials, the Group will direct more financial
resources towards maintaining a reasonable level of lint cotton inventory,
thereby achieving better cost control, as well as product consistency and
product quality. Capitalising on its expertise and years of experience, the
Group will strategically manage the cotton inventory and purchase more lint
cotton at favourable terms to retain its competitiveness.
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Benefitting from the steady economic growth in the PRC and driven by rising
domestic demand, the textile industry in the country is expected to achieve
sustainable growth in 2012. Being one of the biggest economies in the world,
such continuous economic expansion and improvement in living standard in
the country should combine to fuel demand for textile products, leading to an
advance in the Group’s business development. With the new capital raised
from the listing on the Stock Exchange and the adoption of flexible strategy,
the management is confident in the Group’s long term prospects.

On behalf of the Board and the management, | would like to especially thank
the management team and the entire staff for their efforts and contributions
and also extend my sincere gratitude to the shareholders, investors,
customers, suppliers and business partners for their unfailing support.

Non-Executive Director and Chairman
Mr. Qiu Jianfa

20 March 2012
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Biographical Information of Directors and Senior Management

EFREREERAEES N

Non-executive Chairman

Mr. Qiu Jianfa (EB3&5%), aged 41, is a non-executive Director and Chairman
of the Company. He is the founder of the Group responsible for its overall
strategic direction development. Mr. Qiu graduated from Jin Jiang County
Vocational School (B/IEBEZR) (now known as Fujian Jin Jiang
Vocational School ({84 & TEEPHER) majoring in finance and
accounting in 1991. He had worked in Shishi Rural Credit Cooperatives (5 %
mEMNSHBAE-EES) (how known as Fujian Shishi Rural Cooperative
Bank (BEARIER & 1EIRTT) as accountant from 1994 to 2004 and a
privately-owned clothing manufacturing company, Shishi City Hongjiahao
Textile Company Limited (AMSAVER &L EHBRRAR]), as vice general
manager from 2004 and 2007. Since 2007, he has been working in a
privately-owned property development and management company, Dalin City
Fengyu Property Development Limited (KB 2 EEFZEAR AR, as
a project development manager responsible for property project planning and
execution. After the establishment of Jing Yang Golden Shield in 2001, he
has engaged in cotton textile business and has been the general manager of
Jing Yang Golden Shield since then.

Executive Directors

Mr. Chen Binghui (FR3&#%), aged 47, is an executive Director and the
managing director of the Company. He is responsible for the Group’s general
management, corporate development and strategic planning of the day to
day operation of the Group. Mr. Chen graduated from Fujian Agriculture
University ({8223 K2 (now known as Fujian Agriculture and Forestry
University (1832 E M KE)) with a bachelor degree in agricultural economics
and management in 1989 and also holds a master degree in economics
awarded by The School of Economics at Xiamen University (/& P9 A 224575 22f5)
in 2003. Prior to joining the Group in 2001, he worked in Shishi branch of
Agricultural Bank of China (B 2 2R TA KT X2 17) from 1989 to 1996 as
supervisor. Between 1996 and 2001, Mr. Chen worked for Shishi City Hong
Ji Trading and Development Company Limited* (AT =5ZE SHAa RS
f2 7)), a privately-owned company engaged in textile, clothing, footwear
and leather product trading, as a general manager responsible for its
corporate planning and daily operations. Mr. Chen has been the chairman of
Jing Yang Golden Shield since its establishment in 2001 and has
approximately 10 years of experience in the cotton textile industry. Since
2007 and 2009, he has been a deputy to the People’s Congress of Jing Yang
County (¥[58 AKX K) and Xian Yang City (A5 A KK K) respectively.
In February 2011, Mr. Chen was awarded as one of the 2010 Outstanding
Entrepreneurs in Xian Yang City (BHFRZMFZXK) by the People’s
Government of Xian Yang City.

Golden Shield Holdings (Industrial) Limited Annual Report 2011
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Biographical Information of Directors and Senior Management (continued)

Mr. Chen is one of the shareholders of Shaanxi Golden Shield Textile Co.,
Ltd., a PRC domestic enterprise which is owned as to 90% and 10% by him
and Mr. Lin respectively. For further details of Shaanxi Golden Shield, please
refer to the section headed “History and Corporate Structure” and the
paragraph headed “Leased properties” in the section headed “Business” in
the prospectus of the Company dated 28 June 2011 (the “Prospectus”).

Mr. Chen Zhifeng (FR&1£), aged 46, is an executive Director and a deputy
vice general manager of Jing Yang Golden Shield responsible for its general
management. Mr. Chen graduated from Shaanxi Xian Yang Textile Vocational
Institute (BE 7855 45 4% T % £24%) (now known as Shaanxi Polytechnic Institute
(PR I 288 5 BT EB)) majoring in cotton textile manufacturing in 1986 and
also received a bachelor degree in economics and management from the
School of Distance Learning at China Communist Party Institute (Ff 3t/ st &
R E2FE) in 2000 and master degree in economics and management from
the Shaanxi Province Communist Party Institute (BR78& & £1) in 2005. He
has over 22 years of experience in the cotton textile industry and worked for a
number of state-owned cotton textile manufacturing enterprises, including
Jing Yang Spinning Mill from 1986 to 1991, in various capacities including
technician, engineer and general manager, and 13th Weaving Mill, a then
state-owned textile enterprise in Shaanxi Province, from 2000 to 2005 in
capacities of factory manager () and committee member of Communist
Party of China (2% % 8). He also served as a supervisor of yarn division (47
4)E8 B3 F), head of export and import department (£ H 1 &F£) and deputy
chief engineer (842 T2AM) from 1991 to 2000 in Northwest No. 2 Cotton
Group Co., Ltd (FAdt—1B%EEERAF]), a company engaged in the
manufacturing and sales of cotton textile products. Mr. Chen joined the
Group in November 2009.

Mr. Wu Shoumin (25FE), aged 61, is an executive Director and the financial
controller of the Group responsible for the Group’s financial control and tax
matters. Mr Wu has approximately 40 years of experience in tax, finance and
accounting. He joined Jing Yang Spinning Mill, a then state-owned textile
enterprise in Shaanxi Province, as an account clerk in 1969 and promoted to
accounting supervisor in 1988. After the Group’s acquisition of the production
facilities of Jing Yang Spinning Mill in 2001, he joined the Group and was
appointed as financial controller of Jing Yang Golden Shield in May 2002.
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Biographical Information of Directors and Senior Management (continued)

EEREREEBERESR @

Non-executive Director

Mr. Lin Shuqing (¥4 %), aged 40, a non-executive Director, is responsible
for the strategic development and supervision of the Group. Mr. Lin graduated
from Fujian Institute of Financial Administrators (1&3& 4% &l & 12 % 382 67) (now
known as Fujian Jiangxia College (1832 1 /E %)) majoring in finance in 1999.
He had worked for Shishi City Qiao Lian Logistics Company Limited (& i
BEYRBIRE T AR, a PRC travel agency company, as financial manager,
from 1991 to 2000 and Shishi City Xin Cheng Chemicals Trading Company
Limited (A#iT{EA{L T TEAMRAA]), a PRC chemicals and textile
wholesaler, as sales manager, from 2001 to 2003. He currently works in
Shishi City Xin Yi Chemicals Trading Company Limited (A#im{E&{t T ITE
BIR/A7]), a PRC chemicals and textile trading company as the authorised
representative and general manager since 2004. He joined the Group in 2001
and has approximately 10 years of experience in the cotton textile industry.
Mr. Lin is also a shareholder of Shaanxi Golden Shield, a PRC domestic
enterprise the jointly controlled by him and Mr. Chen.

Independent Non-Executive Directors

Mr. Yang Guohao (#EZ), aged 48, is an independent non-executive
Director. He graduated from Dalian Maritime College (FR:E/&:EZ0T) (now
known as Dalian Maritime University (Ki# /&% A £2)), with a bachelor degree
in electrical engineering for shipbuilding in 1984 and obtained his master
degree in electrical engineering for shipbuilding from Marine Engineering
College (BE T2ZF3) (now known as China People’s Liberation Army
Marine Engineering University (fFBI A REEHE/SE T2 AE) in 1989. Mr.
Yang has extensive teaching and research experience in maritime engineering
discipline and was a vice president and committee member of Communist
Party at Jimei University (535 KX22) in Fujian Province until December 2010.
Currently, he is the full time secretary of Communist Party Committee at
Xiamen University of Technology (EF93E T&F%). He joined the Group in
November 2010.

a Golden Shield Holdings (Industrial) Limited Annual Report 2011
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Biographical Information of Directors and Senior Management (continued)

Mr. Kwong Kwan Tong (BFE %), aged 46, is an independent non-executive
Director. He is a fellow member of the Association of Chartered Certified
Accountants, and an associate member of the Hong Kong Institute of
Certified Public Accountants and the Chartered Institute of Management
Accountants. Mr. Kwong has over 20 years of experience in accounting,
auditing and financial control through his various employment with different
companies in Hong Kong and the PRC. During the tenure in his career, he
was an independent non-executive director, chairman of audit committee,
member of remuneration and nomination committee of China Investment
Fund Company Limited (a company listed on the Stock Exchange with stock
code 612) from 2008 to 2010. He is currently an independent non-executive
director of Qunxing Paper Holdings Company Limited (a company listed on
the Stock Exchange with stock code 3868) and the chief financial officer and
company secretary of Damin International Holdings Limited (KRS EIFRIZEH A
f/2 7)), a privately held manufacturing company. Mr. Kwong joined the
Group in November 2010.

Ms. Xue Fang (E¥7), aged 48, is an independent non-executive Director.
Ms. Xue graduated at Shaanxi Province Finance and Economic Institute (P88
BIEEER) (now known as Shaanxi Province Technical Institute of Finance
and Economics (PR 7 B AR B 35 52417 E265T)) majoring in corporate accounting in
1987 and received her bachelor degree in law from Xi’an Political Institute (Ff
ZHORERT) in 2005. She has more than 20 years of experience in accounting
and financial control matters with the finance department of state-owned
Shaanxi Steel Factory (BcFg i) from 1987 to 1994, subsequently merged
with Shaanxi Province Military Food Supplies and Procurement Centre (BR7g
L EREREMELL) since 1994, She has served as its assistant accountant
since 1993. Ms. Xue joined the Group in November 2010.
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Biographical Information of Directors and Senior Management (continued)

EEREREEBERESR @

Senior Management

Mr. Dang Ming (Z88), aged 47, is the director of operations of Jing Yang
Golden Shield responsible for the management and supervision of its sale
and purchase department since 2010. Mr. Dang graduated from Shaanxi
Xian Yang Textile Vocational Institute (58 78 5[5 47 4% T % £24%) (now known as
Shaanxi Polytechnic Institute (B8 78 T 3 8 3£ 5 i1 22%)) majoring in mechanical
engineering in 1983 and obtained a bachelor degree in management
engineering through distance learning from Xi’an Electronic Engineering and
Technology University (Fi% % 1 FH¥ A E) in 1989. He has over 14 years of
experience in the cotton textile industry and began his career with 13th
Weaving Mill, a then state-owned textile enterprise in Shaanxi Province. He
was appointed as a deputy factory manager of 13th Weaving Mill in 2003.
After the acquisition of the production facilities of 13th Weaving Mill by the
Group, Mr. Dang joined the Group and was appointed as vice general
manager of Jing Yang Golden Shield in 2009.

Mr. Xu Xiaoniu (3F/)74F), aged 46, is the director of production of Jing Yang
Golden Shield responsible for the supervision of operations and technical
aspects of all of its production plants since 2010. Mr. Xu has over 15 years of
experience in the cotton textile industry. He joined Jing Yang Spinning Mill as
a technician in 1985 after he obtained a bachelor degree in Light Industry
Mechanical Engineering from Northwest Light Industry Institute (Fa1bs% T 2
&%) (now known as Shaanxi University of Science and Technology (B Fg %}
FAE) in the same year. After the acquisition of production facilities of Jing
Yang Spinning Mill by the Group, Mr. Xu joined the Group in 2001 and was
appointed as an assistant to the chairman since 2002.

Mr. He Baomin (faJ{® &), aged 50, is the vice general manager of Jing Yang
Golden Shield responsible for the supervision and production management of
Yongle Production Plant since 2009. He graduated from Shaanxi Xian Yang
Textile Vocational Institute (BRFE L5 45 44% T3 24) (now known as Shaanxi
Polytechnic Institute (BRPE LB FiT28t)) majoring in cotton  textile
manufacturing in 1983 and also received a bachelor degree in corporate
management through distance learning from Northwest Light Industry
Institute (FF3LEE T2 E207) (now known as Shaanxi University of Science and
Technology (BRFEEHE AE2)) in 1989. Mr. He has over 17 years of experience
in the cotton textile industry. Prior to joining the Group in 2009, he worked as
a production manager in Northwest No. 7 Weaving Plant (753t 21847 %),
currently known as Xian Yang China Resources Textile Co., Ltd (G52 E 4%
£ PR A 7)) from 1983 to 2004 and served as the general manager of Yong
Sing Textile Company Limited (7k 545485 BR /2 7)) from 2004 to 2007.
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Biographical Information of Directors and Senior Management (continued)

Mr. Xing Jigang (FiB#4Ml), aged 47, is the vice general manager of Jing Yang
Golden Shield responsible for the supervision and production management of
Guang Hua Production Plant since 2009. Mr. Xing obtained a bachelor
degree in cotton textile engineering from Northwest Textile Engineering
Institute (Fat#H%% T 267) (now known as Xi'an Polytechnic University (F%
TFRAE) in 1987. He has over 11 years of experience in the cotton textile
industry. Prior to joining the Group in 2008, Mr. Xing worked in various
positions (including deputy factory manager) in 13th Weaving Mill from 1987
to 2003 and served as a general manager in Dong Run Textile Company
Limited (52;8%h 4% 8 FR A &)) from 2005 to 2008.

Mr. Wang Wentao (E305E), aged 45, is the vice general manager of Jing
Yang Golden Shield responsible for the supervision and production
management of Dali Production Plant since 2009. Mr. Wang received a
bachelor degree in cotton textile engineering from Northwest Textile
Engineering Institute (FEdb474% T 2F%) (how known as Xi’an Polytechnic
University (5% T2 KE2)) in 1989. He has over 15 years of experience in the
cotton textile industry and joined the Group in 2005 and appointed as vice
general manager in charge of Dali Production Plant after the acquisition of
production facilities of 13th Weaving Mill by the Group in 2008. Prior to joining
the Group, Mr. Wang worked as the head of production technology
department and deputy factory manager for Shaanxi Province Textile Supply
and Sales Factory (BRPEE {547 4% %) from 1993 to 1999, as deputy factory
manager of Xinjiang Manasi County Long Xing Cotton Spinning Mill (3752 35 4%
HBapE R4 AR from 1999 to 2003, as factory manager for Shandong
Linyi Ramie Textile Company Limited (1L B2Eg 5= il 45 4% A 'R A &]) from 2004
to 2005.

Mr. Yao Wen (#k32), aged 41, is the vice general manager of Jing Yang
Golden Shield responsible for the supervision and production management of
Jing Yang Production Plant since 2009. Mr. Yao has over 20 years of
experience in the cotton textile industry. He graduated from Shaanxi Xian
Yang Textile Vocational Institute (BRPGEIFZ4h4% T3 E42) (how known as
Shaanxi Polytechnic Institute (P87 T 2B FITE0)) in 1989 and was
awarded a bachelor degree in mechanical engineering by Shaanxi Province
Higher Education Self-Learning Examination Board (X5 & 5 #E 52 £,
Z B &)of the Xi’an Jiaotong University (7% 22 38 K 22) in 1991. He worked as
a technician and production manager in Jing Yang Spinning Mill, a then state-
owned textile enterprise in Shaanxi Province, since 1989. After the acquisition
of the production facilities of Jing Yang Spinning Mill by the Group, Mr. Yao
joined the Group in 2001.
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Biographical Information of Directors and Senior Management (continued)
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Mr. Chan Cho Chak (FR%H%), aged 49, has been the joint company
secretary of the Company since June 2011. Mr. Chan is a practising
accountant in Hong Kong and has over 16 years of professional experience in
public accounting and company secretarial work. He is an associate member
of the Hong Kong Institute of Certified Public Accountants and a fellow
member of the Association of Chartered Certified Accountants. Mr. Chan
holds a Professional Diploma in accountancy from the Hong Kong Polytechnic
University. Mr. Chan joined PricewaterhouseCoopers in 1986 since his
graduation from the Hong Kong Polytechnic University and held the position
of senior tax consultant when he left PricewaterhouseCoopers in 1989. After
his departure, Mr. Chan commenced his own consulting business in advising
accounting and tax related matters to other businesses from 1989 to 1994. In
1995, Mr. Chan formed Chan Fan & Co., an audit firm established in Hong
Kong, as a founder partner.

Mr. Yao Yan Ping Francis (#kZ ), aged 42, holds a bachelor’s degree in
accounting from the City University of Hong Kong. He is currently a fellow
member of the Hong Kong Institute of Certified Public Accountants (HKICPA)
and of The Association of Chartered Certified Accountants, United Kingdom.
Mr. Yao has over 18 years’ experience in the financial field, the money market
and capital market.
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Management Discussion and Analysis

The Group is pleased to report the first set of audited annual results for the
year ended 31 December 2011 (the “Year Under Review”) following its
successful listing on the Stock Exchange on 14 July 2011.

Industry review

According to the National Development and Reform Commission,
notwithstanding pressure arising from certain unfavorable factors such as raw
material price fluctuation, increase in production and financing costs, change
in Renminbi (“RMB”) foreign exchange rate and slowdown of external
demand, the textile industry still maintained a steady growth in 2011.

For the first eleven month in 2011, textile enterprises above scale attained an
industrial output of approximately RMB4,952.6 billion, representing a growth
of approximately 27.5% over the same period. The total production volume of
yarn, cloth, clothing and chemical fibers for the year reached approximately
28.9 million tonnes, 6.2 bilion metres, 25.4 billion pieces and 33.6 million
tonnes respectively, representing a growth of approximately 12.4%, 11.6%,
8.1% and 13.9% respectively over the same period.

Total export of clothing and textile products were approximately US$153.2
billion and US$94.7 billion respectively, representing a growth of 18.3% and
22.3% over the same period. However, after adjusting the price effect, the
growth in terms of quantity of export for the first eleven month in 2011 was
reduced to approximately 0.5% over the same period, reflecting demand in
the international market was not optimistic.

For the twelve month period in 2011, total retail sales of consumer goods in
the PRC reached approximately RMB18,122.6 billion, representing a growth
of 17.1% over the same period, in which total retail sales of shoe, garment
and textile products amounted to approximately RMB795.5 billion,
representing a growth of 24.2% and surpassing the growth rate of total
consumer goods above over the same period. For the eleven month period in
2011, domestic sales accounted for approximately 82.9% of total industrial
output of textile industry and the figure illustrated the importance of domestic
consumption in the sector.

Driven by significant domestic demand, fixed asset investment in textile
industry recorded a fast growth in the year. For the eleven month period in
2011, the fixed asset investment amounted to approximately RMB610.2
billion, representing a growth of 34.7% over the same period. In terms of
geographical structure, central and western regions attained a higher
investment growth rate as compared to the national average, reflecting a
continuous shift in investment trend to these regions.
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Management Discussion and Analysis (continued)
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Nevertheless, cotton prices were volatile in the year 2011. Gaining momentum
from the year 2010, the CC price index continued to climb in the first quarter
of the year and reached the year high of approximately RMB30,733 per ton in
April 2011. Since then, the index price began to decline and reached
approximately RMB19,329 per ton in August 2011 and remained at similar
price level until the year end. As cotton is one of the principal raw materials in
the industry, the fluctuation in cotton prices presents opportunity and
challenge to all of the industry players.

Business review

The year 2011 marks a major milestone in the Group’s corporate
development history. First, the Group strides forward to the tenth year of
operations. More importantly, the success of listing establishes the Group a
new platform to strengthen its capital base and enhances its reputation.

For business operations, the Group achieved a total revenue of approximately
RMB990.9 million for the year ended 31 December 2011, representing an
increase of approximately 39.6% over corresponding period last year.

Cotton yarn business

Sales of cotton yarn products continued to be the major source of the
Group’s revenue. As mentioned above, cotton prices moved up and down
like roller coaster in the year and the difference between the year high and its
low was as much as one-third in magnitude.

In response to such changing market environment, the directors of the
Company (the “Directors’) continue to place business focus in cotton yarn
products as they are more adaptable to change.

Sales volume of both carded cotton yarns and combed cotton yarns
increased for the year. Increase in sales volume of carded cotton yarns was
caused by continuous shift in production mix between cotton yarn and grey
fabrics whereas increase in sales of combed cotton yarns was due to the full
utilisation of the production capacity of Yongle plant as compared to last year
in which the plant commenced commercial operation in March 2010.

The average selling prices of the Group’s products are substantially
determined by the price level of lint cotton. Despite the lint cotton prices being
relatively stable in the second half of the year, the increase in average selling
prices over comparative periods was primarily attributed to the relatively high
lint cotton costs in the first half of the year.
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Management Discussion and Analysis (continued)

Due to price pressure from lint cotton costs, the overall gross profit margin of
cotton yarn products was slightly decreased from approximately 21.5% in last
year to 18.9% in current year.

Grey fabric business

As mentioned above, shift in production mix resulted in reduction of grey
fabric output in the current year. The revenue derived from sales of grey fabric
products decreased from approximately RMB208.6 million to approximately
RMB131.0 million and the decrease was mainly due to the decrease in sales
volume from approximately 56,788 kilometres to approximately 25,597
kilometres over corresponding period.

Since the Group focused more on sales and production of higher density grey
fabric products in the current year, the cost pressure from lint cotton on
average selling prices and gross profit margin was less prominent as
compared to that on cotton yarn products. The average selling price
increased from approximately RMB3.7 per metre to approximately RMB5.1
per metre and the gross profit margin remained at similar level over the
corresponding period.

Lint cotton trading business

In addition, the Group also commenced lint cotton trading business in the
current year. Under the relatively low cotton price environment in the second
half of the year, it has given rise to the Group an opportunity to procure
substantial amount of lint cotton at favorable terms. It not only enables the
Group to secure sufficient level of raw materials for its normal operations but
also enhance its profitability through trading of surplus in its lint cotton
reserves.
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Management Discussion and Analysis (continued)
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Financial Review B %5 B R

Revenue U &=

The following is an analysis of the revenue by major product categories during TR AREBIEERN T EE BB R Z KE DT
the Year Under Review:

For the year ended 31 December

BE+tZA=+—-HLEE

2011 2010
—E——F —E-FF
RMB’000 RMB’000 %
ARET ARBET T %
Cotton yarn 1w 697,379 501,323 70.6
Grey fabric b2t 130,954 208,625 29.4
Sales of lint cotton SHE BB 162,621 - -
990,954 100.0 709,948 100.0
Cotton yarn products 840 EE i
Set out below are analysis of revenue by major cotton yarn categories offered N &REI A EBR RN FERREHE 2 EERY
by the Group during the years: HADEZ WD

For the year ended 31 December

BEtZA=+T—-HLEE

Product category Count No. 2011 2010
EmER XH —E——fF —E_TfF
RMB’000 RMB’000 %
AR®T T ARET T %
A. Carded yarns A THARY
Medium-count yarns Xk a 1910 28 19 F28% 36,796 : 34,807 6.9
Fine-count yarns i3 29 to 58 20% £58% 393,644 291,072 58.0
High-count yarns S5 60 or above 603 (LA 128,875 104,608 21.0
Sub-total NEF 559,315 80.2 430,487 85.9
B. Combed yarns B. BRiEY
Fine-count yarns Fiia 2910 58 203 £=58% 138,064 68,947 138.8
High-count yarns S5 60 or above 603 gk A - 1,889 0.3

Sub-total IINEF 138,064 19.8 70,836 141
Total Bt 697,379 100.0 501,323 100.0

a Golden Shield Holdings (Industrial) Limited Annual Report 2011



Grey fabric products

Management Discussion and Analysis (continued)

BHEBERE D@

T E M

Set out below are analysis of revenue by major grey fabric categories offered T ER&H I AEBRAFERIEHR 2 TESLH

by the Group during the years:

Product category Tex No.
EmER S RE A
Medium-count fabrics 71 3% f 211030 211§
Fine-count fabrics 40 7 R 111020 111%
Total “Et

Remark:

(1) Coarse-count fabric 31 tex or above (18 count or below)
2 Medium-count fabric 21 to 30 tex (19 count to 28 count)
3 Fine-count fabric 11 to 20 tex (29 count to 55 count)

BRI EZ MR DT

For the year ended 31 December

BE+ZA=+t—-BLFE

2011 2010
—B——f —z-%f
RMB’000 RMB’000 %
AREF ARBTF T %
= = 1,657 0.8
130,954 100.0 206,968 99.2

130,954 100.0 208,625 100.0

it

(1) iﬂiﬁﬁf&a’rﬂ%eiui/.ﬁﬁ%%f(mfeﬁw )
@) jg%ﬁ KA 211X E 301845 4t 48 (1955 2285 )
3) gzgfﬁﬂ BT IEZ 20147 4 4R (2955 £2653)

SEER(ER)ERA2A —T— 5% a



Management Discussion and Analysis (continued)
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Sales volume and average selling price HERFEHYEE
The following table sets out the sales volume and the average selling prices of FXREKFIOBEFAAEERY L AAZHE
the Group’s cotton yarn and grey fabric during the Year Under Review: RFHEE:

For the year ended 31 December
BEt-RA=1T—-RLFE

2011 2010
- —2-%27F
Average Average
Total sales selling price Total sales selling price
volume (Note) volume (Note)
I EE FIHEE
B8 (P =£) BEHE (M 3E)
(tonnes/ (tonnes/
kilometres) RMB kilometres) RMB
(g, 3K) AR (WE,/FK) AR
Cotton yarn (tonnes) 184 (W) 19,474 25,743
Grey fabric (kilometres) B (FK) 56,788 3.7

Sales of lint cotton (tonnes)  #4& 7 & (148)

Note: Average selling prices represent the turnover for the year divided by the total — Mlit - FHEEBRFEEXFAR K FREZBHE -

sales volume for the year and are expressed in RMB/tonne for cotton yarn and BEBYREETEAARE R FHE
lint cotton and RMB/metre for grey fabric. ERARKE K-

a Golden Shield Holdings (Industrial) Limited Annual Report 2011



Management Discussion and Analysis (continued)
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Cotton yarn products 184 E W
Set out below are analysis of sales volume and the average selling prices by TER& I AEBREBEFANIKLETERLER
major cotton yarn categories by the Group during the Year Under Review: SEHIEEENLRTEHIHEBR DI :

For the year ended 31 December

BE+ZA=+t—HLFE

Product category Count No. 2011 2010
B oo 2E5 7 S —E——F —E-FF
tonnes tonnes %
M5 %
A Carded yarns A LR
Medium-count yarns F e 19t0 28 19% £28% 1,650 8.4
Fine-count yarns 4037 4 2910 58 20% £58% 11,989 61.6
High-count yarns =S¥ 60 or above 6037 8¢ A 3,583 18.4
Sub-total NEF 17,222 88.4
B. Combed yarns B. BBy
Fine-count yarns 4B 4 29 to 58 20% 583 2,200 11.3
High-count yarns BXH 60 or above 6037 3k A + 52 0.3

Sub-total INET 3,964 17.4 2,252 11.6
Total FES 22,819 19,474 100.0

SEER(ER)ERA2A —T— 5% a



Management Discussion and Analysis (continued)
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For the year ended
31 December

BE+ZA=+t—-BLEFE

Product category Count No. 2011 2010
EmiER X —E——F —E—TF
RMB/ton RMB/ton
AR¥E M AR
A. Carded yarns A LAY
Medium-count yarns R 19 to 28 19 =28 21,095
Fine-count yarns 407 4 29 to 58 20% £58% 24277
High-count yarns SE3 60 orabove 6033 29,198
Average price of carded yarns TR F19(8 24,997
B. Combed yarns B. BBy
Fine-count yarns g 29to0 58 20 £58% 31,333
High-count yarns IS4 60 or above 6037 3 A 36,500
Average price of combed yarns BB FHE 31,452
Average price of cotton yarns B FHE 30,561 25,743
Grey fabric products TR E fh

Set out below are analysis of sales volume and the average selling prices by
major grey fabric categories by the Group during the Year Under Review:

"F?E%Z@JZKEI N O EE A N AR E 0 A
DEMHEEERFHHEERDN

For the year ended 31 December

BE+ZA=+t—-BLEE

Product category Tex No. 2011 2010

B fE Rl RSB —E——F —E-TF
kilometres kilometres %
TR F %
Medium-count fabrics & Rt 2110 30 21 2= 3015 — - 427 0.8
Fine-count fabrics Az mE 1110 20 111§ 22015 25,597 100.0 56,361 99.2
Total HET 25,597 100.0 56,788 100.0
For the year ended 31 December

BE+-A=+—HLEE

Product category Tex No. 2010
E R Rl RSB —E—EF
RMB/metre RMB/metre
INSLYE ok
Medium-count fabrics S ma R 2110 30 2115 & 3014 3.88
Fine-count fabrics HSE A0 A R 1110 20 111 ZE 2014 3.67
Average price of grey fabrics WThFGE 3.67

Golden Shield Holdings (Industrial) Limited Annual Report 2011



Management Discussion and Analysis (continued)

Cotton yarn products

The revenue derived from the sales of cotton yarns increased by
approximately 39.1% to approximately RMB697.4 million for the Year Under
Review from approximately RMB501.3 million for the year ended 31
December 2010. The increase in revenue was caused by increase in sales
volume and average selling prices. Increase in sales of carded cotton yarns
was caused by continuous shift in production mix between cotton yarn and
grey fabrics whereas increase in sales of combed cotton yarns is due to the
full utilisation of Yongle plant production capacity as compared to last year in
which the plant commenced commercial operation in March 2010.

The average selling price of cotton yarns in the Year Under Review increased
by approximately 18.7% to approximately RMB30,561 per tonne for the Year
Under Review from approximately RMB25,743 per tonne for the year ended
31 December 2010. Despite the lint cotton prices being relatively stable in the
second half of the year, the increase in average selling prices over
comparative periods was primarily attributed to relatively high lint cotton costs
in the first half of the year.

Grey fabric products

The revenue derived from the sales of grey fabric decreased by approximately
37.2% to approximately RMB131.0 million for the Year Under Review from
approximately RMB208.6 million for the year ended 31 December 2010. The
decrease in revenue was attributed to the drop of the sales volume of grey
fabrics from approximately 56,788 kilometres to approximately 25,597
kilometres as result of continuous shift in production mix between cotton yarn
and grey fabrics as mentioned above.

Lint cotton trading

In view of the relatively low cotton price environment in the second half of the
Year Under Review, the Group commenced lint cotton trading business in
current year and the revenue contribution from sales of lint cotton amounted
to approximately RMB162.6 million, representing approximately 16.4% of the
Group’s total revenue for the year.
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Cost of sales

The cost of sales is mainly represented by lint cotton costs, direct staff costs
and production overheads including depreciation and electricity cost. The
following table sets out a breakdown of the Group’s cost of sales by cost of
production during the Year Under Review:

$HE AN
BERFTETERRBAE HEBETRAR
MEAELH (BEAERENKE) - TRH
FIARERBEFNREER RS 2 HE
RADI -

For the year ended 31 December

BE+ZA=1+—-HLEE

Cost components KA A& 2011 2010
—E——F —ET-FF
RMB’000 % of total RMB’000 % of total
ARMET T L4 EE 2 % ARETT HHEEZ %
Lint cotton B AR 678,769 423,530 76.5
Subcontracting fee N4z 17,601 13,394 2.4
Labour cost &5 TRk A 53,486 45,891 8.3
Electricity e 37,123 53,113 9.6
Depreciation e 8,665 8,757 1.6
Other HA1h 11,991 17,581 8.1l
Total production cost 48 4 E R R 807,635 98.9 562,266 101.5
Finished goods movement BIpK on & &) 8,920 1.1 (8,338) (1.5)
Cost of sales 8B AR 816,555 100.0 553,928 100.0

Lint cotton cost is of primary significance to the Group, accounting for
approximately 83.1% and 76.5% of the Group’s overall cost of sales for the
years ended 31 December 2011 and 2010, respectively, all lint cotton was
purchased from independent suppliers during the Year Under Review.

The cost of sales increased by approximately 47.4% to RMB816.6 million for
the Year Under Review from approximately RMB553.9 million for the year
ended 31 December 2010. This was due to a growth in consumption of lint
cotton as a result of (j) increase in the production volume of cotton yarns and
commencement of lint cotton trading business and (i) increase in lint cotton
average purchase price by approximately 23.0% over the corresponding
period in 2010.

However, electricity charges for the Year Under Review decreased by
approximately 30.1% as compared to the year ended 31 December 2010.
Such decrease in electricity charges was due to lower production volume of
grey fabric products as a result of shift in production mix as mentioned above.
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Management Discussion and Analysis (continued)
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ENREHNER

Set out below is an analysis of the Group’s gross profits and gross profit X & F| AN EBREEF RN 2 EH KL EF =R
margins during the Year Under Review: DA

Gross profit and gross profit margin

For the year ended 31 December

BE+tZA=+—HLEE

2011 2010

g% —T-TF
Gross profit Gross profit
Gross profit margin Gross profit margin
ER ER=E E7 EH =X
RMB’000 % RMB’000 %
ARMET T % AR T T %
Cotton yarn 184 131,507 107,604 21.5
Grey fabric 7171 29,617 48,416 23.2
Sales of lint cotton $HE TR 13,275 . — —

R4 B ah
TR A EEREBEFNEREZEEN
YRANDBOEFREME DI -

Cotton yarn products
Set out below are analysis of gross profit and gross profit margin by major
cotton yarn categories offered by the Group during the Year Under Review:

For the year ended 31 December

BE+-A=t—HL=EE

2011 2010
— ZT-FTF

Gross profit Gross profit
Gross profit margin Gross profit margin
E A EF=E E 5 ESFIES
RMB’000 % RMB’000 %
AR®T T % AR T T %

A. Carded yarns A LAY
Medium-count yarns X 7,111 20.4
Fine-count yarns iy 62,743 21.6
High-count yarns =SS 20,540 19.6
Sub-total /NEF 100,824 18.7 90,394 21.0

B. Combed yarns B.fg M8 4
Medium-count yarns s 16,733 24.3
Fine-count yarns Pl 477 25.2
Sub-total NEt 30,683 23.0 17,210 24.3
Total BET 131,507 18.9 107,604 21.5

SEER(ER)ERA2A —T— 5% a
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Grey fabric products
Set out below are analysis of gross profit and gross profit margin by major
grey fabric categories offered by the Group during the Year Under Review:

T E M
TREJNAEBROBEFAZBERZIERL
AR B R E R R FEF E DA

For the year ended 31 December

BE+ZRA=+t—-BLEE

2011 2010

— ZT-TF
Gross profit Gross profit
Gross profit margin Gross profit margin
E A ER=E E7 EH =
RMB’000 % RMB’000 %
ARBET T % ARBT T %
Medium-count fabrics s - - 429 25.9
Fine-count fabrics A S0 R 29,617 22.6 47,987 23.2
Tot il 8416 22

The overall gross profit for the Year Under Review was approximately
RMB174.4 million, representing an increase of approximately 11.8% from the
year ended 31 December 2010 whereas the overall gross profit margin for the
Year Under Review was approximately 17.6%, representing a decrease of
approximately 4.4 percentage points from the approximately 22.0% in the
corresponding period in 2010. The decrease in overall gross profit margin
was mainly caused by decrease in gross profit margin of cotton yarn
products.

Cotton yarn products

The gross profit for the sales of cotton yarns for the Year Under Review was
approximately RMB131.5 million, representing an increase of approximately
22.2% from approximately RMB107.6 million for the year ended 31 December
2010. The increase of gross profit was due to the increase in sales volume of
cotton yarns by approximately 17.2%, which comprises of the increase in
sales volume of combed cotton yarns of approximately 76.0% and increase
in sales volume of carded cotton yarn of approximately 9.5%.

The gross profit margin of cotton yarns decreased by approximately 2.6
percentage points to 18.9% for the Year Under Review from approximately
21.5% for the same period in 2010.

The decrease in gross profit margin of cotton yarn products for the Year
Under Review was mainly caused by the increase in the average purchase
price of lint cotton over the period compared with the same period in 2010.
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Management Discussion and Analysis (continued)

Grey fabric products

The gross profit for the sales of grey fabrics for the Year Under Review was
approximately RMB29.6 million, representing a decrease of approximately
38.8% from approximately RMB48.4 million for the year ended 31 December
2010.

The gross profit margin for the sales of grey fabrics for the Year Under Review
was approximately 22.6%, representing a slight decrease of approximately 0.6
percentage points from approximately 23.2% for the year ended 31
December 2010.

The decrease in gross profit of grey fabric products for the Year Under
Review was mainly due to the decrease in sales volume of grey fabrics by
approximately 54.9% over the year ended 31 December 2010 as a result of
change in production mix as mentioned above.

Lint cotton trading

The gross profit and gross profit margin from lint cotton trading activities were
approximately RMB13.3 million and 8.2% respectively for the Year Under
Review.

Other income

Other income comprises interest income, sale of scraps and other sundry
income.

Other income increased by approximately 78.7% to approximately RMB3.6
million for the Year Under Review from approximately RMB2.0 million for the
year ended 31 December 2010. The increase was mainly due to the increase
in bank interest income and gain on disposal of property, plant and
equipment.

Distribution costs

Distribution costs comprise mainly freights and loading charges, plus salary
and social insurance contributions for sales personnel.

Distribution costs increased by approximately 17.0% to approximately
RMB11.1 milion for the Year Under Review from approximately RMB9.5
million for the year ended 31 December 2010. The increase was due to the
higher transportation costs for the year incurred as a result of increase in
sales volume of cotton yarn products and commencement of lint cotton
trading activities.

EEFETHM& *ﬁ'([g

T E fh
REBEERN EEAMZEFNNDABARE
29,600,000t BWEZEZE T —TF+ - A =
+— B 1k FE 4 A R 48,400,000 7T % 4 49
38.8% °

REBFER HEXHZEFNELE226% -
REE-_ZT—ZF+-_A=T—BHLEFEY
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Management Discussion and Analysis (continued)
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Administrative expenses

Administrative expenses comprise mainly salary expenses, social insurance
contributions, entertainment expenses, utilities charges and other sundry
items.

Administrative expenses increased by approximately 47.2% to approximately
RMB25.3 million for the Year Under Review from approximately RMB17.2
million for the year ended 31 December 2010. The increase was primarily due
to non-recurring listing expenses of approximately RMB2.5 million, increase in
share based compensation of approximately RMB1.7 million due to full year
amortisation effect and increase in net exchange loss of approximately
RMBO0.8 million.

Finance costs

Finance costs consist of interest on borrowings for purchase of lint cotton.
Finance costs increased by approximately 2.97 times to approximately
RMB3.0 million for the Year Under Review from approximately RMB0.8 million
for the year ended 31 December 2010. The increase in finance cost was due
to the increase of bank loans from approximately RMB6.9 million for the year
ended 31 December 2010 to approximately RMB199.0 million for the Year
Under Review.

Income tax expense

Income tax expenses increased by approximately 14.6% to approximately
RMB38.0 million for the Year Under Review from approximately RMB33.2
million for the year ended 31 December 2010. The increase was mainly due
to an increase in the taxable income for the Year Under Review. The effective
tax rate for the respective period are 27.4% and 25.4%. It was in line with the
PRC statutory enterprise income tax rate of 25%.

Profit for the Year

As the result of the foregoing, the profit for the Year Under Review increased
by approximately 3.2% to approximately RMB100.6 million from
approximately RMB97.4 million for the year ended 31 December 2010. Due
to combined effect of a decline in gross profit margin of cotton yarn products,
the decline of production of grey fabric products as well as the increase in
administration expenses as mentioned above, the net profit margin decreased
to approximately 10.1% for the Year Under Review as compared to
approximately 13.7% for the year ended 31 December 2010.

Golden Shield Holdings (Industrial) Limited Annual Report 2011

TR 2

TRAXTIZERFHAE HEREES
- X KEEAREMMBIAMS -

REBEFRN THRXHBEE T -ZF+
ZA=+—B1LFEHARE17,200,000T
BN K947.2% % 8 A R #25,300,0007T © B
AENEZEARFLEFELTRIODARE
2,500,0007T * AR5 & E T 2 W E 2 F &
M 52 2 m 1 hn 49 A R ¥1,700,0007T © LA K& [E
HE8F g 4 A R #800,000 7T FT #R

Al & B AN
BMEXABIEEBER B ZERFE - BLE K
AEBHE-_E-ZTF+_A=+—BHLEE
# A\ R 800,000 7T 3 H1 492.97 (% %= @ B F A
# A K #3,000,0007T © Bt & B AN 1 0 T3 B R
BTERABEE-_T—ZTF+=_A=+—8H
1FEE 4 A R #6,900,000 7T 3 11 Z @ B 4 A
#4 A R 199,000,000 7T °

FREHR X

REBEFRN: IEHASHBEEZZ—2F
+TZA=1+—HIEFEH AKK33,200,0007T
# N 4914.6% = 4 A K # 38,000,000 7T © It 3
MEZHROEF R ZERB WAL - 48
FHIR 2 BB R R B27.4% N 25.4% o |1t B2 AR
Bl VETE D EFTS B R 25% M 7 ©

FREF

HRAZAMM REEFAZEMNBEZR
TE-EE+-_A=F+-BULEEEHA
R #97,400,0007T & H0 #932% % 49 A R #
100,600,0007C° AR BH Em 2 EHN E T
B MM EMZEE TR AT 7R A
THMEGARETE  REBFER 47X
HEBEE-_Z-—ZF+-_A=+—HIFEH
13.7% TR E4101% ©



Management Discussion and Analysis (continued)

Working capital management

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

BEBEBIWREDW @
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For the year ended
31 December
BE+-A=1t—HLEE
2010
—T-TF

Trade receivables turnover (days)"”
Trade payables turnover (days)®
Inventory turnover (days)® FEESAZ(EEH)0

Notes:

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

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

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

Average trade receivables turnover increased to 71.5 days in the Year Under
Review from 55.9 days for the year ended 31 December 2010. The increase
in trade receivables turnover rate was primarily due to commencement of lint
cotton trading activities in the current year in which lint cotton customers
generally request a longer credit period. If excluded the effect of lint cotton
trading activities, the trade receivables turnover rate remained stable over
comparative period.

Average trade payables turnover decreased slightly to 3.7 days in the Year
Under Review from 7.9 days for the year ended 31 December 2010. As the
Group increased its purchase of lint cotton from major suppliers, who
generally required prepayment upfront, the account payables turnover to lint
cotton suppliers decreased accordingly.

Average inventory turnover increased to 37.2 days in the Year Under Review
from 14.4 days for the year ended 31 December 2010. The increase was
primarily due to the increase in lint cotton inventories level at year end,
resulting from the increase in purchases to support the Group’s production
and trading needs in the near future.
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Management Discussion and Analysis (continued)
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Liquidity and capital resources

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

RBEEREXRER
TERBIEAAE2ADES REFTE L

Gearing’ AABELE
Debt-to-equity” £ B 75 b R P
Current ratio IS

Notes:

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

2 Calculated as the total debts for the year, divided by the equity for the year and
multiplied by 100%. Debts are defined to include current and non-current
borrowings. Equity is defined to include the minority interests.

The gearing ratio and the debt-to-equity ratio increased to 22.9% and 31.7%
respectively for the Year Under Review from 1.4% and 1.6% for the year
ended 31 December 2010, respectively. The increases in the gearing ratio
and debt-to-equity ratio were principally due to the increases in the
borrowings.

The current ratio changed to 3.1 times for the Year Under Review.

For the year ended
31 December

HE+-B=t—HLEE
2010
—E-EF
22.9% 1.4%
31.7% 1.6%
3.1 timesfZ 7.0 timesfZ

Bt -

(1) HUFABRERFFAREEFLL100%5H -
BEZEECERDRIEREEL -

2 HKENBEERFANERTULI00%:E - B
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ERBEERBEELE RS HAEEZ
TE-ZF+ A=+ —ALEFEZ14%K
16% EHZEBBEFRNZ229%K31.7% - & A
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RIZINFTER ©

CIEFER REBLEER3E -

Cash flow RERE
For the year ended
31 December
BE+-ZA=1+—HLLEE
2011 2010
—E——F —E—EF
RMB’000 RMB’000
ARET T ARBT T
Net cash (used in)/from operating activities KREFH(M),/EEZREFR (215,355) 55,834
Net cash used in investing activities REESBE 2R & 558 (99,985) (42,680)
Net cash from financing activities BMEFHELEZHSIFH 283,298 2,658
Cash and cash equivalents at 31 December R+ —-—A=+—B2HREKEALZEY 143,850 175,892
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Management Discussion and Analysis (continued)

Net cash used in operating activities for the Year Under Review was
approximately RMB215.4 million whereas net cash generated from operating
activities for the year ended 31 December 2010 was approximately RMB55.8
million. The increase in cash outflow from operating activities was due to (i)
increase in inventory level and amount of deposit paid resulting increase in lint
cotton purchase during the year; and (i) longer credit period requested by lint
cotton customers.

Net cash used in investing activities for the Year Under Review was
RMB100.0 million mainly including an increase in pledged bank deposits of
RMB92.4 million.

Net cash from financing activities for the Year Under Review was RMB283.3
million, including mainly proceeds from issue of new shares, net of share
issue costs of RMB94.1 million and a net drawdown of bank loan of
approximately RMB192.2 million for financing purchase of lint cotton.

Pledge of assets

Details of the assets pledged as at 31 December 2011 are set out in note 31
to the consolidated financial statements.

Contingent liabilities

As at 31 December 2011, the Group did not have any significant contingent
liability.

Foreign currency exposure

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

As at 31 December 2011, the Directors considered the Group’s foreign
exchange risk to be insignificant. During the year, the Group did not use any
financial instruments for hedging purposes.
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Management Discussion and Analysis (continued)
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Employees

As at 31 December 2011, the Group had a workforce of approximately 2,662
employees (2010: 2,578). Staff costs for the Year Under Review (including
Directors’ remuneration in the form of salaries and other allowances) was
approximately RMB64.9 million (2010: RMB63.4 million).

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

Use of Net Proceeds from Listing

The Group has received approximately HK$119.1 million net proceeds, after
deducting underwriting fee and other related expenses, from the listing of the
Company’s shares during the year. These proceeds were applied during the
Year Under Review in accordance with the proposed applications set out in
the section headed “‘Future Plans and Use of Proceeds’ in the prospectus of
the Company dated 28 June 2011 (the ‘‘Prospectus”), as follows:

=31

NZE——F+_A=+—8B XEBEYH
2662HEE(ZF—FF :2578%) c MREF
NZBINAN(BRIEEENG© RHAMEE
R WE 2 Bl2) 49/ A R #64,900,0007T (=
T -4 : A\R#¥63,400,0007T) °

AEBEREZHMeBEREH S EAREMK
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LSRR FEN AR

FR AEBBARERMR LETESEN
BEeREERKEMERBE M 119,100,000
BB REFE - RBREARA - ——
FRNAZFTNBZARGEBBRER(BRE
BODIKRABRAMEREBRR] B2
EEAR SR EREESFANERN
T

Net proceeds (HK$ million)
FISFEFEE (BBET)

Available Utilised Unutilised
A A 2EMA REA
Expansion of cotton yarn ERBYEERE
production facilities
— Yongle Production Plant Phase I —OKBEEERE
(as referred to in the Prospectus) (B EZER AR a)
expansion ERIR 66.6 — 66.6
Improvement of production efficiency FERAMREBYEER
and product quality by upgrading BALEREXENERE SR
existing cotton yarn production
facilities 28.6 — 28.6
Maintaining a stable level of lint W R E R E KT
cotton reserve 19.7 19.7 —
Expansion and diversification of EREIEMERES
product range 4.2 — 4.2

Golden Shield Holdings (Industrial) Limited Annual Report 2011



Management Discussion and Analysis (continued)

The Group held the unutilised net proceeds in short-term deposits or time
deposits with authorised financial institutions in China as at 31 December
2011.

Business Outlook and Strategies

Due to weather condition in the second half of 2011, the foundation work for
the Phase Il expansion of Yongle Production Plant was postponed and the
Directors expect the construction work will resume in the second quarter of
2012 in order to catch up with the original timeframe.

In November 2011, the Group identified a combed cotton yarn production
facilities and entered into a lease arrangement. The lease arrangement gives
an immediate boost to the Group’s cotton yarn production capacity to
approximately 216,780 spindles. Currently, the Group is undergoing trial run
on the leased facilities and is expected to commence commercial production
in the second quarter of 2012. For further details of the leased facilities,
please refer to the Company’s announcement dated 30 November 2011.

As disclosed in the Prospectus, the Group intended to carry out upgrade and
modification work in Guang Hua Production Plant (as defined in the
Prospectus) for combed cotton yarn production. During the first quarter of
2012, the Group completed the installation of automated cone-winding
machines in Guang Hua Production Plant and is pending certain modification
work for completion of other upgrades.

In addition, the Group also carried out study and test run on higher count
cotton yarn products along with its expansion plan. The Directors expect all
such development efforts will continue to deliver value and return to the
Company and its shareholders as a whole.
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Report of the Directors

EFERE

The Board has the pleasure in presenting the annual report of the Company
and the audited consolidated financial statements for the year ended 31
December 2011.

Principal Activities

The principal activity of the Company is investment holding and the activities
of its subsidiaries are set out in note 18 to the consolidated financial
statements. There were no significant changes in the nature of Group’s
principal activities during the year ended 31 December 2011.

Results and Appropriations

A summary of the results, assets and liabilities of the Group for the year
ended 31 December 2011 and the state of affairs of the Group at that date
are set out in the consolidated financial statements on pages 54 to 112.

The Board does not recommend the payment of any dividend for the year
ended 31 December 2011.
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Summary Financial Information

Report of the Directors (continued)
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MBERYRR

2008 2009 2010 2011

ZEENF ZETTENF T -TF s

RMB’000 RMB’000 RMB’000 RMB’000

ARETT ARETT AR®ETT PNELRwT

Revenue U 28 458,904 554,340 709,948 990,954

Gross profit E 7 114,294 152,907 156,020 174,399

Profit before income tax B P 15 4 A1 4 A 101,069 131,168 130,571 138,565
Profit attributable ViN/NEETE ¥ =N

to owners of FE (5% A

the Company 75,960 98,857 97,417 100,567
Basic earnings per share A B AR & A

(RMB cents) (ANREED) 10.08 13.12 12.93 11.95

2008 2009 2010 2011

ZEENF ZZTETNF T ITF s

RMB’000 RMB’000 RMB’000 RMB’000

ARETT AR®TT AR®ETT PNELRwT

Non-current assets EMBEE 61,808 105,690 112,291 115,613

Current assets MEEE 260,697 317,954 359,606 754,784

Current liabilities nEBE 114,904 117,186 51,128 242,850

Net assets BEFE 207,601 306,458 430,769 627,547

Major Customers and Suppliers FEREFPREER

During the year ended 31 December 2011, the aggregate sales attributable
to the Group’s five largest customers accounted for 17.9% of the total sales
for the year and the sales attributable to the largest customer included therein
amounted to 4.6%. The aggregate purchases from the Group’s five largest
suppliers accounted for 46.1% of the total purchases for the year and
purchases from the largest supplier included therein amounted to 12.3%.

None of the Directors or any of their associates or any shareholders (which, to
the best knowledge of the Directors, own more than 5% of the Company’s
issued share capital) had any material beneficial interest in the Group’s five
largest customers and suppliers.
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Report of the Directors (continued)
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Property, Plant and Equipment

Details of movements in the property, plant and equipment of the Company
and the Group during the year are set out in note 16 to the consolidated
financial statements.

Share Capital

Details of movements in the share capital of the Company during the year are
set out in note 28 to the consolidated financial statements.

Reserves

Details of movements in the reserves of the Company and the Group during
the year ended 31 December 2011 are set out in note 29 to the consolidated
financial statements and in the consolidated statement of changes in equity,
respectively.

Distributable Reserves

At 31 December 2011, the Company’s reserves available for distribution to
Shareholders, calculated in accordance with the provisions of the Companies
Act 1981 of Bermuda, amounted to nil (2010: nil). However, the Company’s
share premium account, in the amount of approximately RMB16,410,000,
may be distributed in the form of fully paid bonus shares.
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Directors

The Directors during the year ended 31 December 2011 and up to the date
of this annual report were as follows:

Executive Directors:

Mr. Chen Binghui (“Mr. Chen”)
Mr. Chen Zhifeng
Mr. Wu Shoumin

Non-executive Directors:

Mr. Qiu Jianfa (Chairman) (“Mr. Qiu”)
Mr. Lin Shuqging

Independent non-executive Directors:

Mr. Yang Guohao
Mr. Kwong Kwan Tong
Ms. Xue Fang

In accordance with bye-laws 84(1) and (2) of the bye-laws of the Company,
Mr. Chen Binghui, Mr. Qiu Jianfa and Mr. Chen Zhifeng shall retire from office
as Directors by rotation and, being eligible, offer themselves for re-election at
the AGM.

At the forthcoming AGM, ordinary resolutions will be put forward to the

shareholders of the Company in relation to the proposed re-election of Mr.
Chen Binghui, Mr. Qiu Jianfa and Mr. Chen Zhifeng as Directors.

Board of Directors and Senior Management

Biographical information of the Directors and senior management of the
Group are set out on pages 8 to 14 of this annual report.

Report of the Directors (continued)
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Report of the Directors (continued)

EFEERESwW

Directors’ Service Agreements and Appointments

Each of the executive Directors has entered into a service agreement with the
Company for a term of three years from 14 July 2011.

Each of the independent non-executive Directors has entered into a service
agreement with the Company for a term of three years from 14 July 2011.

Each of the non-executive Directors namely, Mr Qiu and Mr. Lin Shuging has
respectively entered into an appointment letter with the Company for a term
of three years from 14 July 2011.

None of the Directors, including those retired or to be elected at the
forthcoming annual general meeting, has a service agreement which is not
determinable by the Group within one year without the payment of
compensation (other than statutory compensation).

Emolument Policy

A Remuneration Committee is set up for reviewing the Group’s emolument
policy and structure for all remuneration of the directors and senior
management of the Group, having regard to the Group’s operating results,
individual performance and comparable market practices.

Remuneration of Directors and Five Individuals
with Highest Emoluments

Details of the emoluments of the directors and five individuals with highest
emoluments are set out in note 11 and note 12 to the consolidated financial
statements.
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Directors and the Companly’_s Chief Executive’s
Interests in Shares, Underlying Shares and
Debentures

As at 31 December 2011, the interests or short position of the Directors or
Chief executive of the Company in the shares, underlying shares and
debentures of the Company or any associated corporation (within the
meaning of Part XV of the Securities and Futures Ordinance, Chapter 571 of
the Laws of Hong Kong (“SFO”) which were required to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV
of the SFO (including interests which they were taken or deemed to have
under such provisions of the SFO), or were required, pursuant to section 352
of the SFO, to be entered in the register referred to therein, or were required,
pursuant to the Model Code for Securities Transactions by Directors of Listed
Issuers set out in Appendix 10 to the Rules Governing the Listing of Securities
on the Stock Exchange (the “Listing Rules”) (the “Model Code”), to be notified
to the Company and the Stock Exchange, were as follows:

Long positions in shares of the Company

Report of the Directors (continued)
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EERAADEIETHAS
ggﬁ\m%%@&%¢%

ﬁi%ﬁﬁAEé$‘7&ﬁEﬂﬁ%&@
(EERBREPESNERZ LB E &H
(IE 7= M EE &G ]) EXVER) Z iy - R
REFBETHEBERERES LU EGHEXV
METRESH MAME A DA KB 2%
SRR (BREREBEESLHEHRD A BIK

FREFL B RBAREREE 2 ER)  HIRE
E 5 N HIE 160 25 352 R 78 RC 8 00 7% 16 ST P AR

EZECMzBEZIRR  IRBEBIAIE
ZEmRA(T AR )Wfﬁ”rﬁﬁ%k(tm?é
TABEFETELFRZNFRETAD(REST
AINEAETHERRA B Ao Emdiks
mr

RAEDNBRGD 2R
Approximate

Number of shares percentage of

Name of Director Capacity of the Company shareholding

EEEB 40 ARAEROHBE REMO B DL
(%)

Mr. Qiu Interest of controlled corporation (Note) 527,464,000 56.0

R e REHEEER (W)

Mr. Chen Interest of controlled corporation (Note) 527,464,000 56.0

BRoE A& THEE R (A7)

Note: These shares were owned by Tong Fa Limited (“Tong Fa”), which is owned by
Mr. Qiu and Mr. Chen as to 79% and 21% respectively. Mr. Qiu is the sole
director of Tong Fa. So far as the Directors are aware, Tong Fa, Mr. Qiu and Mr.
Chen collectively are entitled to exercise or control the exercise of 30% or more
of the voting power at the general meetings of the Company and are therefore
regarded as controlling shareholders of the Company under the Listing Rules.
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Long position in shares of the associated corporation of the

TJ_/\‘\Z'K —_H:E 9F/£.ZHX{]}ZH'F'

Company
Number of
shares of Approximate
Name of associated the associated percentage of
Name of Director corporation Capacity corporation held shareholding
E=EB HEEEE =27} HESEERDEE REBNBE DL
(%)
Mr. Qiu Tong Fa Interest of controlled corporation 79 79.0
Ep e mE REHEE RS
Mr. Chen Tong Fa Interest of controlled corporation 21 21.0
BRIEAE mE RESEE R

Save as disclosed above, as at 31 December 2011, none of the Directors nor
chief executives of the Company had any interests or short positions in the
shares, underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO) which
were required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests which
they were taken or deemed to have under provisions of the SFO), or were
required, pursuant to section 352 of the SFO, to be entered in the register
referred to therein, or were required, pursuant to the Model Code, to be
notified to the Company and the Stock Exchange.
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Report of the Directors (continued)
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Substantial Shareholders’ interests in Shares and

! FTERRNKR O KR EER D
Underlying Shares

hY AN

i

T

B

RZE——F+ZA=Z+—H BERFEM
EXZHTBTBRAERA REESFRPER
BIEXVERE2 R E3DEARMA R ARKE - L
BRRIBEEFRBAE RO EXVEEE336KAR
ARRFEZELMAZARNRB G MIERE
Bz EERR(RRABAEEFHTIBITHRAER
BRoM) 2 EsmFORBIAT

As at 31 December 2011 as far as is known to any Director or Chief executive
of the Company, the interests and short position of the substantial
shareholders (other than a Director or chief executive of the Company) in the
shares and underlying shares of the Company which would fall to be
disclosed to the Company under the provisions of Divisions 2 and 3 of Part
XV of the SFO, or which were recorded in the register required to be kept by
the Company under section 336 of Part XV of the SFO were as follows:

Long position in shares of the Company RKpalRZ2H R
Number of Approximate
shares of percentage of
Name of Shareholder Capacity the Company shareholding
EEEH g% AARRGEE REBNE DL
(%)
Tong Fa Beneficial owner 527,464,000 56.0
mE EmEEA
Hai Xin Capital Group Limited Beneficial owner 73,468,000 7.8
BEEREEARAA EmBEAA
Mr. Kung Shih Kun Interest of controlled corporation (Note 1) 73,468,000 7.8
BIFELE REGEE R (Hat1)
Wealth Lake Investment Limited Beneficial owner 56,512,000 6.0
Wealth Lake Investment Limited EmEB A
Mr. Cheung Yung Interest of controlled corporation (Note 2) 56,512,000 6.0

REBEEA SPEGEE R (A E2)

Notes: Bt et -

(1) These shares were owned by Hai Xin Capital Group Limited, which is wholly — (1) ZZRH B EFIE X2 EHE S F1EEX
owned by Mr. Kung Shih Kun. FEHERIAEE -

(2)  These shares were owned by Wealth Lake Investment Limited, which is wholly — (2) 3% Z R 17 By 5k B 55 4 £ E# B 2 Wealth Lake

owned by Mr. Cheung Yung.

Investment Limited # & °
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Report of the Directors (continued)
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Final Dividend

The Directors do not recommend the payment of a final dividend for the
financial year ended 31 December 2011 (2010: nil) and there is no disclosure
of the registers of members accordingly.

Directors’ Interests in Contracts of Significance

No Director had a material interest in, 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 ended 31 December
2011.

Directors’ Rights to Acquire Shares or Debentures

During the year, the Company did not grant any rights to any Directors, chief
executive of the Company or their respective spouse or children under 18 to
acquire beneficial interests by means of the acquisition of shares in, or
debentures of, the Company, and none of the above persons have exercised
the rights during the year. Further, none of the Company, its holding company
or any of the subsidiaries of the Company was a party to any arrangements
to enable the Directors to acquire the rights to acquire beneficial interests by
means of the acquisition of shares in, or debentures of, any other body
corporate.

Connected Transactions

There were no connected transactions or continuing connected transactions
of the Company under Chapter 14A of the Listing Rules which are required to
comply with any of the reporting, announcement or independent
shareholders’ approval requirements under the Listing Rules.

Purchase, Sale and Redemption of the Company’s
Shares

Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company’s listed securities during the year ended 31
December 2011.
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Directors’ Interest in a Competing Business

During the financial year, the Directors were not aware of any business or
interest of the Directors or any substantial shareholder (as defined under the
Listing Rules) of the Company and their respective associates that had
competed or might compete with the business of the Group and any other
conflicts of interests which any such person had or might have with the
Group.

Particulars of secured bank borrowing of the Group as at 31 December 2011
are set out in note 26 to the consolidated financial statements.

Retirement Benefit Schemes

Particulars of the retirement benefit schemes of the Group are set out in note
5 to the consolidated financial statements.

Confirmation of Independence

The Company has received from each of the independent non-executive
Directors an annual confirmation of independence pursuant to Rule 3.13 of
the Listing Rules and considers all the independent non-executive Directors
to be independent parties. The Company considers all of the independent
non-executive Directors are independent.

Share Option Scheme

Up to 31 December 2011, the Company had not adopted any share option
scheme or granted any option.

Sufficiency of Public Float

Based on information that is publicly available to the Company and within the
knowledge of the Directors, at least 25% of the Company’s total issued share
capital was held by the public as at the date of this annual report.
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Report of the Directors (continued)
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Pre-Emptive Rights

There are no provisions for pre-emptive rights under the Company’s bye-laws
and the laws of Bermuda where the Company is incorporated, which would
oblige the Company to offer new shares on a pro-rata basis to existing
shareholders.

Code on Corporate Governance Practices

The Board considered that the Company had complied with the code
provisions set out in the Code on Corporate Governance Practices as
stipulated in Appendix 14 to the Listing Rules during the year.

The Group’s compliance with the code provisions is set out in the Corporate
Governance Report from page 45 to 51 of this annual report.

Auditors

Martin C.K. Pong & Company has acted as auditors of the Company for the
year ended 31 December 2011.

Martin C.K. Pong & Company shall retire in the forthcoming annual general
meeting and, being eligible, will offer themselves for reappointment. A
resolution for the re-appointment of Martin C.K. Pong & Company as auditors
of the Company will be proposed at the forthcoming annual general meeting.

On behalf of the Board
Mr. Chen Binghui
Executive Director

Hong Kong, 20 March 2012
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Corporate Governance Report

Corporate Governance Practices

The Company has complied with all the code provisions set out in the Code
on Corporate Governance Practices (“CG Code”) contained in Appendix 14
to the Listing Rules throughout the year ended 31 December 2011.

Model Code for Securities Transactions by
Directors

The Company has adopted the Model Code as set out in Appendix 10 to the
Listing Rules as the code of conduct governing Directors’ securities
transactions. The Company confirms that, having made specific enquiry of all
the Directors, each of them has complied with the required standard as set
out in the Model Code throughout the year ended 31 December 2011.

Board of Directors

As at 31 December 2011, the Board comprises three executive Directors,
two non-executive Directors and three independent non-executive Directors
as follows:

Executive Directors
Mr. Chen Binghui
Mr. Chen Zhifeng
Mr. Wu Shoumin

Non-executive Directors
Mr. Qiu Jianfa (Chairman)
Mr. Lin Shuging

Independent non-executive Directors
Mr. Yang Guohao

Mr. Kwong Kwan Tong

Ms. Xue Fang
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Corporate Governance Report (continued)
ERERRE @

The composition of the Board is well balanced with each Director having
sound industry knowledge, extensive corporate and strategic planning
experience and/or expertise relevant to the business of the Group. The
biographical details of the Directors and the relationship among the members
of the Board are set out in the “Biographical Information of Directors and
Senior Management” on pages 8 to 14 of this annual report.

The Board is responsible for the overall strategic development of the Group. It
also monitors the financial performance and internal control of the Group’s
business operations. Executive Directors are responsible for running the
Group and executing the strategies adopted by the Board. The Board
delegates day-to-day activities to the management with department heads
responsible for different aspects of the business. Management is required to
present an annual budget and any proposal for major investments and
changes in business strategies for the Board’s approval. The non-executive
Directors serve the relevant function of bringing independent judgment on the
development, performance and risk management of the Group through their
contributions in board meetings. They are also serving on Audit Committee,
Remuneration Committee and Nomination Committee.

During the year, the Board complies at all times with the requirement of the
Listing Rules relating to the appointment of at least 3 independent non-
executive directors and at least one of them has appropriate professional
qualifications or accounting or related financial management expertise. The
Company has received from each independent non-executive Director an
annual confirmation of his independence pursuant to Rule 3.13 of the Listing
Rules and the Company considers all the independent non-executive
Directors to be independent.
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The Board normally has four scheduled meetings a year at quarterly interval
and meets as and when required to discuss the overall business,
development strategy, operations and financial reporting of the Company.
The Directors can attend meetings in persons or through other means of
electronic communication in accordance with the Company’s bye-laws.
Notice of at least 14 days is given of a regular Board meeting to allow all
Directors an opportunity to attend. The following table shows the attendance
of individual Directors at the meetings held during the year:

Mr. Chen Binghui 11/11
Mr. Chen Zhifeng 11/11
Mr. Wu Shoumin 11/11
Mr. Qiu Jianfa 11/11
Mr. Lin Shuqging 11/11
Mr. Yang Guohao 11/11
Mr. Kwong Kwan Tong 11/11
Ms. Xue Fang 11/11

Board papers are circulated at least 3 days before the Board meetings to
enable the Directors to make informed decisions on matters to be raised at
the Board meetings.

In addition, the Company has maintained a procedure for the Directors to
seek independent professional advice, in appropriate circumstances, at the
Company’s expense in discharging their duties to the Company. Moreover,
the Company Secretary prepares minutes and keeps records of matters
discussed and decisions resolved at all Board meetings. The Company
Secretary also keeps the minutes, which are open for inspection at any
reasonable time on reasonable notice by any Director.
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Appointment, Re-Election and Removal

Under the Code Provision A.4.1 of the CG Code, all the non-executive
directors should be appointed for a specific term, subject to re-election. At
present, each of the independent non-executive Directors has been
appointed for a specific term of three years.

According to the Company’s bye-laws, one-third of the Directors are required
to retire from office at each annual general meeting, provided that every
Director shall be subject to retirement by rotation at least once in every three
years. The Directors to retire every year shall be those appointed by the
Board during the year and those who have been longest in office since their
last re-election.

Each of Mr. Chen Binghui, Mr. Qiu Jianfa and Mr. Chen Zhifeng shall retire
from office as Directors at the 2011 annual general meeting in accordance
with bye-laws 84(1) and (2) of the bye-laws of the Company.

At the forthcoming annual general meeting, ordinary resolutions will be put
forward to the shareholders of the Company in relation to the proposed re-
election of Mr. Chen Binghui and Mr. Chen Zhifeng as executive Directors
and Mr. Qiu Jianfa as non-executive Director.

Continuous Professional Development

The Directors have been informed of the requirement under the new code
provision A.6.1. of the CG Code regarding continuous professional
development which will come into effect on 1 April 2012. Details of how each
Director complies with such requirement for the year ending 31 December
2012 will be set out in the corporate governance report in the 2012 annual
report of the Company.

Nomination of Directors

The Company established a nomination committee (“Nomination Committee”)
in March 2012 with written terms of reference in compliance with the new CG
Code Provision A.5.1 which will come into effect on 1 April 2012. The
principal duties of the Nomination Committee are to identify individuals
suitably qualified to become members of the Board and make
recommendations to the Board on succession planning for the Directors. The
Nomination Committee comprised three independent non-executive
Directors, namely, Ms. Xue Fang, Mr. Yang Guohao and Mr. Kwong Kwan
Tong. Pursuant to a resolution of the Board passed on 20 March 2012, Ms.
Xue Fang has been appointed as the chairwoman of the Nomination
Committee.
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Remuneration Committee

In accordance with the CG Code, the Company established its remuneration
committee (“Remuneration Committee”) in July 2011 and has formulated its
written terms of reference, which may from time to time be modified in
accordance with the provisions set out in the CG Code. The Remuneration
Committee comprises all the members of independent non-executive
Directors, namely, Mr. Yang Guohao (chairman of the Remuneration
Committee), Mr. Kwong Kwan Tong and Ms. Xue Fang. The Remuneration
Committee is responsible for reviewing and evaluating the remuneration
packages of the Directors and senior management and making
recommendations to the Board from time to time.

A meeting was held by the remuneration committee with all members
attended during the year ended 31 December 2011.

Accountability and Audit

The Directors acknowledge their responsibility for the preparation of the
financial statements of the Company for the year ended 31 December 2011.
The Directors are responsible for overseeing the preparation of financial
statements of the Company with a view to ensuring that such financial
statements give a true and fair view of the state of affairs of the Group and
those relevant statutory and regulatory requirements and applicable
accounting standards are complied with. The Company believes in
conducting itself in ways that deliver maximum sustainable value to the
shareholders.

The auditors are responsible to form an independent opinion based on the
audit, on the financial statements prepared by the Directors and report the
opinion solely to the shareholders of the Company. The statement of the
external auditors of the Company about their reporting responsibilities on the
financial statements is set out in the “Independent Auditor’s Report” in this
annual report.
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Auditors’ Remuneration

For the year ended 31 December 2011, the remuneration paid to the
auditors, Martin C.K. Pang to Company in respect of audit services amounted
to HK$1,300,000 and non-audit service assignment amounted to
HK$150,000.

Audit Committee

The Company established the Audit Committee in July 2011 and has
formulated its written terms of reference, which may from time to time be
modified, in accordance with the provisions set out in the Code on Corporate
Governance Practices as set out in Appendix 14 (the CG Code) and Rule 3.21
to 3.28 of the Listing Rules. The Audit Committee comprises three
independent non-executive Directors, namely, Mr. Kwong Kwan Tong (chairman
of the Audit Committee), Mr. Yang Guohao and Ms. Xue Fang. The Audit
Committee is accountable to the Board and the principal duties of the Audit
Committee include the review and supervision of the Group's financial
reporting system and internal control procedures, review of the Group's
financial information and review of the relationship with the external auditor of
the Company.

The Audit Committee has reviewed with management the accounting
principles and practices adopted by the Group and discussed auditing,
internal control and financial reporting matters, including the review of the
audited consolidated results of the Group for the Year Under Review.

The following table shows the attendance of individual Directors at the
meetings held during the year:

Mr. Kwong Kwan Tong (appointed on 24 June 2011) 1/
Mr. Yang Guohao (appointed on 24 June 2011) 11
Ms. Xue Fang (appointed on 24 June 2011) 1/1

The Audit Committee reviews the interim and annual reports before
submission to the Board. The audit committee focuses not only on the impact
of the changes in accounting policies and practices but also on the
compliance with accounting standards, the Listing Rules and the legal
requirements in the review of the Company’s interim and annual reports.
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Company Secretary

The joint company secretary of the Company are Mr. Chan Cho Chak and
Mr. Yao Yan Ping Francis. They have been informed of the requirement under
Rule 3.29 of the Listing Rules and their compliance with such requirement for
the Year Under Review will be set out in the corporate governance report in
the 2012 annual report of the Company

Investor Relations And Communication With
Shareholders

The Board recognises the importance of maintaining a clear, timely and
effective communication with the Shareholders and investors of the Company.
The Board also recognises that effective communication with its investors is
critical in establishing investor confidence and to attract new investors.
Therefore, the Company is committed to maintaining a high degree of
transparency to ensure the investors and shareholders of the Company
will receive accurate, clear, comprehensive and timely information of the
Group. The Company has established a range of communication channels
between itself and its shareholders, and investors. These include the
publication of annual and interim reports, notices, announcements and
the Company’s websites at www.goldenshield.com.cn and
www.goldenshield.com.hk and meetings with investors and analysts.

circulars,

Internal Control

The Board recognises the importance of maintaining an adequate and
effective internal control system to safeguard the Company’s assets against
unauthorised use of disposition, and to protect the interests of shareholders
of the Company. Senior management assumes the overall responsibility for
reviewing the adequacy and integrity of the Group’s internal control system
with the guidance of the executive Directors.

During the year ended 31 December 2011, the Board has discussed and
reviewed the internal control system and the relevant proposal made by
senior management in order to ensure an adequate and effective system of
internal control.
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TO THE SHAREHOLDERS OF
GOLDEN SHIELD HOLDINGS (INDUSTRIAL) LIMITED
(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Golden Shield
Holdings (Industrial) Limited (the “Company”) and its subsidiaries (together the
“Group”) set out on pages 54 to 112, which comprise the consolidated
statements of financial position as at 31 December 2011, and the
consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of cash flows
for the year then ended, and a summary of significant accounting policies and
other explanatory information.

Directors’ Responsibility for the Consolidated
Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to report our opinion solely to you, as a
body, in accordance with Section 90 of the Companies Act 1981 of Bermuda
and for no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report. We conducted our
audit in accordance with Hong Kong Standards on Auditing issued by the
Hong Kong Institute of Certified Public Accountants. Those standards require
that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the consolidated financial
statements are free from material misstatement.
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An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the consolidated financial statements. The
procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation of
consolidated financial statements that give a true and fair view in order to
design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates
made by the directors, as well as evaluating the overall presentation of the
consolidated financial statements.

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

Opinion

In our opinion, the consolidated financial statements give a true and fair view
of the state of affairs of the Group as at 31 December 2011, and of the
Group’s profit and cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards and have been properly prepared
in accordance with the disclosure requirements of the Hong Kong Companies
Ordinance.

Martin C.K. Pong & Company
Certified Public Accountants

16/F., Dah Sing Life Building,
99-105 Des Voeux Road Central,
Central

Hong Kong

20 March 2012
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Notes
B 5

Revenue fhén 8
Cost of sales SHEKA
Gross profit EF
Other income E A 8
Distribution costs PaNiz DN
Administrative expenses TR
Finance costs A& AR 9
Profit before income tax PSR ANRR 10
Income tax expense FriSHifs 13
Profit for the year FE&A
Other comprehensive income, net of tax ~ HAtZEKA (BHRFE)
Total comprehensive income for the year FE2EINGEELE
Profit and total comprehensive income RARER AEEEN R

attributable to owners of the Company 2EABUA
Total comprehensive income attributable RAREABAEEEE

to owners of the Company W estaEE
Earnings per share attributable to owners 72 5 %85 A fE{L

of the Company BREF 15

— basic (RMB cents) —EXR(ARED)
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2011
—E——F
RMB’000
ARBT T
990,954
(816,555)

174,399
3,585
(11,134)
(25,304)
(2,981)

138,565
(37,998)

100,567

100,567

100,567

100,567

2010
—E-ZTF
RMB’000
ARET T

709,948
(653,928)

156,020
2,006
9,518)
(17,186)
(751)

130,571
(33,154)

97,417

97,417

97,417

97,417

12.98



2011
—E——F
RMB’000
ARET T

106,173
9,440

115,613

141,575
259,134

117,842
92,383
143,850

754,784

7,293
20,453
9,907
199,000
6,197

242,850

511,934

627,547

77,801
549,746

Notes
B 5

Non-current assets FREBEE
Property, plant and equipment M - BE R 16
Prepaid land lease payments TR T AR E A 17
Deferred tax asset EETRIEEE 19
Current assets RBEE
Inventories FE 20
Trade receivables FEURE 5 8RR 21
Prepayments, deposits and FERFOE - e REHAM

other receivables FENRIE 22
Pledged bank deposits EHRITER 28
Cash and cash equivalents ReRESEED 23
Current liabilities mENAE
Trade payables FERTE 5 BR 24
Accruals and other payables FEETFRIB R H A FE /IR 25
Current tax liabilities BNERTRIE B (&
Interest bearing bank borrowings T RIRITIER 26
Provisions B 27
Net current assets mEBEEFE
Total assets less current BMEERRBER

liabilities/net assets EEFE
Equity attributable to owners KATEEAELER

of the Company
Share capital &N 28
Reserves ] 29
Total equity e

627,547

SEER(EX)BRAA

2010
—E—ZTF

RMB’'000
ARETT

112,279
9,704
308

122,291

24,938
129,205

29,571

175,892
359,606

9,452
21,642
6,800
6,850
6,384

51,128
308,478

430,769

430,769
430,769

—E R g



Attributable to owners of the Company

KAREEAERL
Share-based  Statutory
Share Share Other  compensation surplus  Retained
capital  premium reserve reserve reserve earnings Total

UROAER ZERS
BA  RGEE AtRE  cSHER W RERA <

Notes RMB’000 RMB'000 RMB’000 RMB’000 RMB'000 RMB’000 RMB’000
M ARETT ARBTT ARETR AREFT ARETFT ARBTT ARBTET
(Note 29) (Note 29) (Note 29)
(Mt E29) (Bzto9)  (Fitst29)

At 1 January 2010 R-_ZE-TF—-f—H - - 24,915 - 14,267 267,276 306,458
Total comprehensive income FEXENEEE

for the year - - — - - 97,417 97,417
Appropriation to statutory AREETERAGEE

surplus reserve - - - — 11,369 (11,369) -
Share-based payment DEHIHORS

transactions 29(b) - - - 335 - — 335
Capital contribution to a —ZHENEARRR

PRC subsidiary from A-ERERBAREE

a shareholder of the

PRC subsidiary - - 26,559 - - - 26,559
At 31 December 2010 R-Z-24+-A=+—H — - 51,474 335 25,636 363,324 430,769
Total comprehensive FEXAUNGEE

income for the year — — - - - 100,567 100,567
Appropriation to statutory ARELTRBEE

surplus reserve — — - - 11,307 (11,307) —
Avrising on the Reorganisation BHESE 28 82 - 82) - - - -
Placing and public offer EERRABEN RN

of new shares 28 15,561 93,361 - - — - 108,922
Shares issue expenses BIIRGOHEX 28 - (14,793) - - - - (14,799)
Capitalisation issue BRI BT 28 62,158 (62,158) - - - - -
Share-based payment ARG 00X 5

transactions 29(b) - — - 2,082 - - 2,082
At 31 December 2011 R-Z——%+-A=+—H 77,801 16,410 51,392 2,417 36,943 442,584 627,547
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2011

—=E——fF
Notes RMB’000
M 5 AR®T T
CASH FLOWS FROM OPERATING REKETHNRERE
ACTIVITIES
Profit before income tax: Fr {8 B Blm ) - 138,565
Adjustments for; AT B IRKFAE -
(Gain)/Loss on disposal of property, HEYE BEMEXE
plant and equipment B (), EiE (859)
Depreciation and amortisation T & I 5 9,826
Share-based payment transaction AR XX S X
expenses 2,082
Finance costs Bl & AR 2,981
Interest income FEMA (999)
151,600
Increase in inventories FE LM (116,637)
Increase in trade receivables FEUE 5 BR T EE N (129,929)
Increase in prepayments, deposits AR IE e RHA
and other receivables JE U SR IR A hn (82,271)
Decrease in amount due from R Ui — i B & 1 B 3R R
a related company —
Decrease in trade payables BB RO (2,159)
Decrease in accruals and other payables FE =T 3018 N B A FE AT SR IE R (1,189)
Decrease in provisions BAER D (187)
Cash (used in)/generated from operations KESEB (TR, EENRS (180,772)
Income tax paid B ATER (34,583)
Net cash (used in)/from operating activities 48 & E8) (FT B ) E 4 1
e FE (215,355)
CASH FLOWS FROM RERETHHNRERE
INVESTING ACTIVITIES
Purchase of property, plant and equipment BB W% - ME L& E (3,655)
Deposit payments for purchase of property, FLEEWE - ME &
plant and equipment BEZ RS (6,000)
Settlement of other payables for purchase of EEFE B W « KE &
property, plant and equipment Y H i JE A SRR
Payments for prepaid land lease payments & {+ + 1 f & 3 18
Proceeds from disposal of property, plant HEME MELEHE
and equipment FriS s A 1,058
(Increase)/decrease in pledged bank deposits # 1 8 1717 2% (& 1n) 5 4 (92,383)
Interest received [EERIESN 995
Net cash used in investing activities KEETEHARS FE (99,985)
SEER(BE)ERALA

2010
—E—TF

RMB’000
ARET T

130,571

361
10,030

335
751
(5630)

141,518

6,119)
(40,935)
(23,595)

42,678
(5,070)
(19,670)
(198)

88,609
(32,775)

55,834

(28,086)
(140)

(16,455)
(90)

61
1,500
530

(42,680)
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2011 2010

—E——F —E-TF
Notes RMB’000 RMB’000
B & ARMET T ARET T
CASH FLOWS FROM FINANCING REBETHNRERE
ACTIVITIES 32
Interest paid [RENEAUES (2,981) (751)
Capital contribution to a PRC subsidiary —ZFR BB RRRER—HE
from a shareholder of a PRC subsidiary FEMNBAREE - 26,559
Placing and public offer of new shares fic & Ko 22 A 8% 5 BT AR 108,922 —
Shares issue expenses BITRMAX (14,793) —
Proceeds from bank borrowings AT I8 FRET15RIE 199,000 6,850
Repayment of bank borrowings EEBITER (6,850) (30,000)
Net cash from financing activities REMEEZHNES T2 283,298 2,658
NET (DECREASE)/INCREASE IN BERBESEEY
CASH AND CASH EQUIVALENTS GR ) EhnEse (32,042) 15,812
CASH AND CASH EQUIVALENTS FHINESRESEEY
AT BEGINNING OF YEAR 175,892 160,080
CASH AND CASH EQUIVALENTS AT FRNRERBESZED
END OF YEAR 23 143,850 175,892
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Corporate Information and Group
Reorganisation

The Company was incorporated in Bermuda as an exempted company
with limited liability on 2 July 2010 and its shares are listed on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The
addresses of the registered office and the principal place of business of
the Company are disclosed in the “Corporate Information” section of
the annual report.

During the year, the principal activity of the Company was the
investment holding and the principal activities of its subsidiaries are
described in note 18 to the financial statement.

On 21 June 2011, pursuant to a group reorganisation (the
“Reorganisation”) to rationalise the structure of the Company and its
subsidiaries (collectively referred to as “the Group”) in the preparation
for the listing of the Company’s shares on the Main Board of the Stock
Exchange (the “Main Board”), the Company acquired the entire issued
share capital of Jade Goal Holdings Limited (“Jade Goal”) in
consideration of and exchange for the allotment and issue of 999,900
shares of Hong Kong dollar (‘HK$”) 0.1 each in the share capital of the
Company credited as fully paid and thereafter the Company became
the holding company of its subsidiaries. Details of the Reorganisation
are set out in the prospectus issued by the Company dated 28 June
2011,

The shares of the Company commenced listing on the Main Board on
14 July 2011.

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”). In addition, these
financial statements include applicable disclosure required by the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing
Rules”) and by the Hong Kong Companies Ordinance. They have been
prepared under the historical cost convention.
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2. Basis of Preparation (continves

The Group resulting from the Reorganisation as defined in note 1 above
is regarded as a continuing entity. Accordingly, the financial statements
of the Group for the year ended 31 December 2010 have been
prepared on a merger accounting basis as if the Company had always
been the holding company of the Group in accordance with Accounting
Guideline 5 Merger Accounting for Common Control Combinations.

These financial statements are presented in Renminbi (“RMB”) and all
values are rounded to the nearest thousand except when otherwise
indicated.

Adoption of New and Revised HKFRSs

In the current year, the Group has adopted all of the new and revised
HKFRSs issued by the HKICPA which are relevant to its operations and
effective for accounting periods beginning on or after 1 January 2011.

The adoption of the new and revised HKFRSs has had no significant
financial effect on these financial statements.

a Golden Shield Holdings (Industrial) Limited Annual Report 2011
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Issued but not yet Effective HKFRSs

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

Eﬁﬁ@!$$%2§
78 B %5 ¥ 5 2 Al

AEBLERAMBEHRREA TR
B R RERZHA REERTBEMB

o |

==
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HKFRS 1 (Amendments) Severe Hyperinflation and Removal of 1 July 2011

Fixed Dates for First-time Adopters

BEEMBHRELENEIT BEBRREREAEMAE ZETE R —E——+tHA—H
(& 7T =)

HKFRS 7 (Amendments) Transfers of Financial Assets 1 July 2011
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HKFRS 7 (Amendments)
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HKFRS 9 (Amendments)
and HKFRS 7
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HKFRS 9
BAEMBGHREEAFIR

HKFRS 10

ARV BHREEREI0%

HKFRS 11
EBTEHE LB FE 1158
HKFRS 12
BV BHREERE12%

HKFRS 13
BB B E LR B35

Disclosure — Offsetting Financial Assets
and Financial Liabilities

RE-AHsmEERSRAE

Mandatory Effective Date of HKFRS 9 and
Transition Disclosures
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SR BERBEERE

Financial Instruments
cEMITA

Consolidated Financial Statements

REMBHE

Joint Arrangements
H R %= HE
Disclosure of Interests in Other Entities

BREREMER Z#SE

Fair Value Measurement

AFEIHE

1 January 2013
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1 January 2015
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Issued but not yet Effective HKFRSS (continued) 4,

o (1
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annual periods
beginning on
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HKAS 1 (Amendments)
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HKAS 12 (Amendments)
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HKAS 19 (2011)
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HKAS 32 (Amendments)
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The Group is in the process of making an assessment of the impact of
these new and revised HKFRSs upon initial application but it is not
practicable to provide a reasonable estimate of that effect until a
detailed review has been completed whether these new and revised
HKFRSs would have any significant impact on its results of operations

and financial position.

Presentation of Items of Other Comprehensive Income
HhrmKk=EE 227

Deferred Tax: Recovery of Underlying Assets
REHIA - W AE R

Employee Benefits
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Separate Financial Statements

B WK

Investments in Associates and Joint Ventures
REE R REEREZRE

Presentation — Offsetting Financial Assets
and Financial Liabilities
2 -HFEeREELSRARB

Stripping Costs in the Production Phase of
a Surface Mine
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A
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5. Summary of Significant Accounting Policies

(@)

Basis of consolidation

For the year ended 31 December 2010, the Reorganisation has
been accounted for using merger accounting by regarding the
Company as being the holding company of the Group from the
beginning of the earliest period presented.

The consolidated financial statements include the financial
statements of the Company and its subsidiaries for the year
ended 31 December 2011. The financial statements of the
subsidiaries are prepared for the same reporting period as the
Company, using consistent accounting policies. Apart from the
Reorganisation, the results of subsidiaries are consolidated from
the date of acquisition, being the date on which the Group
obtains control, and continue to be consolidated until the date
that such control ceases. All intra-group balances, transactions,
unrealised gains and losses resulting from intra-group
transactions and dividends are eliminated on consolidation in full.

Losses within a subsidiary are attributed to the non-controlling
interest even if that results in a deficit balance.

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

If the Group loses control over a subsidiary, it derecognises (i) the
assets (including goodwill) and liabilities of the subsidiary, (i) the
carrying amount of any non-controlling interest and (i) the
cumulative translation differences recorded in equity; and
recognises (i) the fair value of the consideration received, (i) the
fair value of any investment retained and (jii) any resulting surplus
or deficit in profit or loss. The Group’s share of components
previously recognised in other comprehensive income is
reclassified to profit or loss or retained profits, as appropriate.
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5. Summary of Significant Accounting Policies
(Continued)

(b)

Subsidiaries

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

Impairment of non-financial assets

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

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

An assessment is made at the end of each reporting period as to
whether there is any 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 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
comprehensive income in the period in which it arises.

a Golden Shield Holdings (Industrial) Limited Annual Report 2011
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5. Summary of Significant Accounting Policies 5 EASBEBME

(Continued)

(d) Property, plant and equipment d ME -BEREE
Property, plant and equipment, other than construction in BRAEEIRIN ME - BEMEE
progress, are stated at cost less accumulated depreciation and B AR BRI E REAREE
any impairment losses. The cost of an item of property, plant and BRINE WX BEEEEEE
equipment comprises its purchase price and any directly KABREEBABREAEEN
attributable costs of bringing the asset to its working condition HifEAaemEERN Rin &8
and location for its intended use. Expenditure incurred after items EREERERE - W% BE K
of property, plant and equipment have been put into operation, RBIEEMBEFEREENMASZ
such as repairs and maintenance, is normally charged to the PITNKE SR B A - — R E £ H
comprehensive income in the period in which it is incurred. In MEZ2EWEFR NG ERRIEE
situations where the recognition criteria are satisfied, the ERWBAT ZERAFMEAEDN
expenditure for a major inspection is capitalised in the carrying AXEEERABEREALRE
amount of the asset as a replacement. Where significant parts of B WMARF»WE BERZXEZEA
property, plant and equipment are required to be replaced at THREE AASEE BB S
intervals, the Group recognises such parts as individual assets BRARAFEEAFHNERNE
with specific useful lives and depreciation. ElEELAENE-
Depreciation is calculated on the straight-line basis to write off WMENEREFE UKEEY
the cost of each item of property, plant and equipment to its ¥ BWELRREBEBEMEFTAEA
residual value over its estimated useful life, at the following rates FHUTIHSFRHEERMBEEX
per annum: AEHFH®RERE:
Buildings gF 5%
Plant and machinery 55 K 28 10% to 33 '/3%
Furniture, fixture and office equipment Xk - £ B Rt A E&RE 20%
Motor vehicles R 10% to 33 "/,%
Where parts of an item of property, plant and equipment have W% BMERKEEENSID
different useful lives, the cost of that item is allocated on a ETEMAEREH ZEBMOK
reasonable basis among the parts and each part is depreciated REESEHBH 2HEEESE - M
separately. HoKERFRITE -
The assets’ residual values, useful lives and the depreciation BENFEEME B FEH R
method are reviewed, and adjusted if appropriate, at the end of ERERBERES BHRETHRE
each reporting period. WEEERIREL AR -
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5. Summary of Significant Accounting Policies
(Continued)

(d)

Property, plant and equipment (Continued)

An item of property, plant and equipment and 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
comprehensive income in the year the asset is derecognised is
the difference between the net sale proceeds and the carrying
amount of the relevant asset.

Construction in progress which mainly represents property, plant
and equipment under construction is stated at cost less any
impairment losses, and is not depreciated. Cost comprises the
direct and indirect costs incurred during the periods of
construction, installation and testing. When the assets concerned
are completed and ready for use, the costs are reclassified to the
appropriate category of property, plant and equipment.

Leases

Leases where substantially all the rewards and risks of ownership
of assets remain with the lessor are accounted for as operating
leases. Where the Group is the lessee, rental payable under
operating leases net any incentives received from the lessor are
charged to the comprehensive income on the straight-line basis
over the lease terms.

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

@ Golden Shield Holdings (Industrial) Limited Annual Report 2011
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5. Summary of Significant Accounting Policies
(Continued)

(M)

Financial assets

Initial recognition and measurement

Financial assets of the Group within the scope of HKAS 39
Recognition and Measurement are
classified as loans and receivables. The Group determines the

Financial Instruments:

classification of its financial assets at initial recognition. When
financial assets are recognised initially, they are measured at fair
value plus directly attributable transaction costs.

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

Subsequent measurement

Loans and receivables

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

(M)

Financial assets (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 derecognised
when (i) the rights to receive cash flows from the asset have
expired; or (i) 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,
and has neither transferred nor retained substantially all the risks
and rewards of the asset nor transferred control of the asset, the
asset is recognised to the extent of the Group’s continuing
involvement in the asset. In that case, the Group also recognises
an associated liability. The transferred asset and the associated
liability are measured on a basis that reflects the rights and
obligations that the Group has retained.

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.

a Golden Shield Holdings (Industrial) Limited Annual Report 2011
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5. Summary of Significant Accounting Policies
(Continued)

9)

Impairment of financial assets

The Group assesses at the end of each reporting period whether
there is any objective evidence that a financial asset or a group of
financial assets is impaired. A financial asset or a group of
financial assets is deemed to be impaired if, and only if, there is
objective evidence of impairment as a result of one or more
events that has occurred after the initial recognition of the asset (an
incurred “loss event”) and that loss event has an impact on the
estimated future cash flows of the financial asset or the group of
financial assets that can be reliably estimated.

Financial assets carried at amortised cost

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

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

9)

Impairment of financial assets (continued)

Financial assets carried at amortised cost (Continued)

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

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

Financial liabilities

Initial recognition and measurement

Financial liabilities of the Group within the scope of HKAS 39 are
classified as financial liabilities at amortised costs. The Group
determines the classification of its financial liabilities at initial
recognition.

All financial liabilities are recognised initially at fair value plus
directly attributable transaction costs.

a Golden Shield Holdings (Industrial) Limited Annual Report 2011
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5. Summary of Significant Accounting Policies
(Continued)

(h)

Financial liabilities (continued)

Subsequent measurement

Financial liabilities at amortised costs

After initial recognition, financial liabilities at amortised costs 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 comprehensive income when the
liabilities are derecognised as well as through the effective
interest rate method 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 comprehensive
income.

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
comprehensive income.

Offsetting of financial instruments

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

(k)

Fair value of financial instruments

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

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.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents comprise cash on hand and demand
deposits, and short term highly liquid investments that are readily
convertible into known amounts of cash, are subject to an
insignificant risk of changes in value, and have a short maturity of
generally within three months when acquired, less bank
overdrafts which are repayable on demand and form an integral
part of the Group’s cash management.

For the purpose of the statement of financial position, cash and
cash equivalents comprise cash on hand and at banks, including
term deposits, and assets similar in nature to cash, which are not
restricted as to use.
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5. Summary of Significant Accounting Policies
(Continued)

(n)

Provisions

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

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

Income tax

Income tax comprises current and deferred tax. Income tax is
recognised as income or expense and included in the
comprehensive income for the period, except that income tax
relating to a transaction or an event, which is recognised in the
same or a different period outside the comprehensive income, is
recognised, either in other comprehensive income or directly in
equity as appropriate.

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

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.
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5. Summary of Significant Accounting Policies
(Continued)

(0) Income tax (continued)

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

— when the deferred tax liability 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

— inrespect of taxable temporary differences associated with
investments in subsidiaries, where the timing of the reversal
of the temporary differences can be controlled and it is
probable that the temporary differences will not reverse in
the foreseeable future.

Deferred tax assets are recognised for all deductible temporary
differences, the carryforward of unused tax credits and any
unused tax losses, 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:

— where 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

— in respect of deductible temporary differences associated
with investments in subsidiaries, 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.
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5. Summary of Significant Accounting Policies
(Continued)

(0)

Income tax (Continued)

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.
Conversely, previously unrecognised deferred tax assets are
reassessed at the end of each reporting period and are
recognised to the extent that it is probable that sufficient taxable
profit will be available to allow all or part of the deferred tax asset
to be utilised.

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 at the end of
the reporting period.

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

Revenue recognition

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

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

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

o. Ej(én-l_ﬂz *E)%R(Z‘“’

(0)

TEER(EX)ARAA

Frig )

EEBEEEZFEEDNZR
iﬁﬂﬂi ﬁ%ﬁﬁ I F LA 8 & H1
DAEJUFH%%BEJE%B%FL%RIEEF
Al B LR RIER ZEEN
IﬁﬁFﬁﬁAiiﬁi AREH A
£ 7T B2 15 & 49 FE AR T s T DA &
ﬁﬁzuﬁﬁk*ﬁ BERBEEZE
SR T UARER -

ELERBEERABBIRER R
EHREERAARBLEBRZH
K(RBZE) HEREENEEER
BzHHBERERZHEGSE -

i B & % 0] 58 il 0 17 % 7 4 BD HA
ﬁEEFQW%ﬁﬁﬁﬁﬁ%vﬁ
BRERIBER-—ERTEER
B—HBKEERE  REEHIEE
ERELEHIBEAENAEHRNE -

Wy 25 7 52

ERBENBEBEARERALNEE R
Wa B e Rt ER - T ERRA
Woas - EEMT

U EmZERBNERXN
CHR\EBERET M
TETFP—REHSE
Az EREBAYEE
n R BEHEERE R

%
K [8l
£

M e Bt B OB

B0 = %HF % EE

(i) WE YA LA E R L R
FTEERR . MAXRRA
KeRMTAREBEEREX
HrgnEdm(mEn) 2
Bt ARRERAMBRES
BMEERMFEZNE -

—T-—FFH



5. Summary of Significant Accounting Policies
(Continued)

)

Employee benefits

Share-based payment transactions

Employees (including directors) of the Group receive
remuneration in the form of share-based payment transactions,
whereby employees render services as consideration for equity
instruments (“equity-settled transactions”). The cost of equity-
settled transactions with an employee is measured by reference
to the fair value at the date at which they are granted. The fair
value is determined by an external valuer using a binominal
model, further details of which are given in note 29 to the financial
statements.

The cost of equity-settled transactions is recognised, together
with a corresponding increase in equity, over the period in which
the performance and/or service conditions are fulfiled. The
cumulative expenses recognised for equity-settled transactions
at the end of each reporting period until the vesting date reflects
the extent to which the vesting period has expired and the
Group’s best estimate of the number of equity instruments that
will ultimately vest. The charge or credit to the comprehensive
income for a period represents the movement in the cumulative
expenses recognised as at the beginning and end of that period.

No expense is recognised for awards that do not ultimately vest,
except for equity-settled transactions where vesting is conditional
upon a market or non-vesting condition, which are treated as
vesting irrespective of whether or not the market or non-vesting
condition is satisfied, provided that all other performance and/or
service conditions are satisfied.

Where the terms of an equity-settled award are modified, as a
minimum, an expense is recognised as if the terms had not been
modified, if the original terms of the award are met. In addition,
an expense is recognised for any modification that increases the
total fair value of the share-based payment transaction, or is
otherwise beneficial to the employee as measured at the date of
modification.

a Golden Shield Holdings (Industrial) Limited Annual Report 2011
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5. Summary of Significant Accounting Policies
(Continued)

)

Employee benefits (continued)

Share-based payment transactions (Continued)

Where an equity-settled award is cancelled, it is treated as if it
had vested on the date of cancellation, and any expense not yet
recognised for the award is recognised immediately. This
includes any award where non-vesting conditions within the
control of either the Group or the employee are not met.
However, if a new award is substituted for the cancelled award,
and is designated as a replacement award on the date that it is
granted, the cancelled and new awards are treated as if they
were a modification of the original award, as described in the
previous paragraph. All cancellations of equity-settled transaction
awards are treated equally.

Retirement benefits

The Group operates a defined contribution Mandatory Provident
Fund retirement benefit scheme (the “MPF Scheme”) under the
Mandatory Provident Fund Schemes Ordinance for all of its
employees. Contributions are made based on a percentage of
the employees’ salaries and are charged to the comprehensive
income 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.

The employees of the Group’s subsidiary which operates in the
People’s Republic of China (the “PRC”) are required to participate
in a central pension scheme operated by local municipal
government. This subsidiary is required to contribute certain
percentage of its payroll to the central pension scheme. The
contributions are charged to the comprehensive income as they
become payable in accordance with the rules of the central
pension scheme.
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5. Summary of Significant Accounting Policies
(Continued)

)

Borrowing costs

Borrowing costs are expensed in the period in which they are
incurred.

Foreign currencies

The Company’s functional currency is Hong Kong dollars (‘HK$”)
and the 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 ruling at the dates of the
transactions. Monetary assets and liabilities denominated in
foreign currencies are retranslated at the functional currency
rates of exchange ruling at the end of the reporting period. Al
differences are taken to the comprehensive income. Non-
monetary items that are measured in terms of historical cost in a
foreign currency are translated using the exchange rates at the
dates of the initial transactions. Non-monetary items measured at
fair value in a foreign currency are translated using the exchange
rates at the date when the fair value was determined.

The functional currencies of certain overseas subsidiaries are
currencies other than the RMB. As at the end of the reporting
period, the assets and liabilities of these entities are translated
into the presentation currency of the Company at the exchange
rates ruling at the end of the reporting period and their
comprehensive income are translated into RMB at the weighted
average exchange rates for the year. The resulting exchange
differences are recognised in other comprehensive income and
accumulated in the exchange fluctuation reserve.

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

a Golden Shield Holdings (Industrial) Limited Annual Report 2011
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5. Summary of Significant Accounting Policies

(Continued)

(t)

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)

(i)

or

has control or joint control over the Group;

has significant influence over the Group; or

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

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

@

(i)

(i)

(v)

(vi)

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

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

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

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

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

the entity is controlled or jointly controlled by a
person identified in (a); and
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Summary of Significant Accounting Policies
(Continued)

(t) Related parties (continued)

(vi) 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).

Significant Accounting Judgments and
Estimates

The preparation of the Group’s financial statements requires
management to make judgments, estimates and assumptions that
affect the reported amounts of revenues, expenses, assets and
liabilities, and the disclosure of contingent liabilities, at the end of the
reporting period. However, 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.

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 discussed
below.

(@) Impairment of receivables

The provision policy for doubtful debts of the Group is based on
an ongoing evaluation of the collectability and ageing analysis of
the outstanding receivables and on management’s judgement. In
assessing the ultimate realisation of these receivables, various
factors including creditworthiness and the past collection history
of the customer or debtors concerned will be taken into account.
If the financial conditions of any customers or other debtors of
the Group were to deteriorate, resulting in an impairment of their
ability to make payments, additional impairment may be required.

(b) Provision for obsolete inventories

Management reviews the ageing analysis of inventories of the
Group at the end of each reporting period, and makes provision
for obsolete and slow moving items identified that are no longer
suitable for sale. Management estimates the net realisable value
for such inventories based primarily on the latest selling prices
and prevailing market conditions.

a Golden Shield Holdings (Industrial) Limited Annual Report 2011
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6. Significant Accounting Judgments and
Estimates (continued)

(©)

Impairment of non-financial assets

The Group assesses at the end of each reporting period whether
there is an indication that an asset may be impaired. If any such
indication exists, the Group makes an estimate of the recoverable
amount of the asset. This requires an estimation of the value in
use of the cash-generating unit to which the asset is allocated.
Estimating the value in use requires the Group to make an
estimate of the expected future cash flows from the cash-
generating unit and also to choose a suitable discount rate in
order to calculate the present value of those cash flows. A
change in the estimated future cash flows and/or the discount
rate applied will result in an adjustment to the estimated
impairment provision previously made.

Estimate useful lives of property, plant and
equipment

In determining the useful lives of property, plant and equipment,
the Group has to consider various factors, such as expected
usage of the asset, expected physical wear and tear, the care
and maintenance of the asset, and legal or similar limits on the
use of the asset. The estimation of the useful life of the asset is
made based on the experience of the Group with similar assets
that are used in a similar way. Depreciation charge is revised if
the estimated useful lives of items of property, plant and
equipment are different from the previous estimation. Useful lives
are reviewed, at the end of each reporting period, based on
changes in circumstances.

7. Operating Segment Information

The Group identifies operating segments and prepares segment
information based on the regular internal financial information reported
to the executive directors for their decisions about resources allocation
to the Group’s business components and for their review of the
performance of those components. The business components in the
internal financial information reported to the executive directors are
determined following the Group’s major operations.

6. EREEHE KM

© FEREEWE
AREREREHATIEEESF
EBRTAEMREBRBMENTR -
MRGETMLEETR  AEEA
CHEEMA L S BEIEL G-
EERHEERIEMNBRSEL
BAIHE R EEEL G - farE
AEEREASERKAEREE
TEUNWBERRERESRERD
et WA EOB R RUGFE
ZERGREMBRE - BEPRRA
MBS R RE T R
A% B BRIV O AT RUE
ERELREE-

o ME -BEKE
A {5 A & 5

REEME  BERREHNAER
FHE AKRERAEZREZERE
PrangENERME FHNEEL
EE EENRENEE UKD
REENERIELURS - BEEN
AERFHOGETHEAEER
REBATNBUEENKCRMIE
He % BELREBEB NG
FHAERFRHEBENER TR
A EBERGEER - %Xﬁiﬂ
R AERERIZERLE
=0 -

R 1 B9 5 5T

2E 5 EBE

REBDOBBEMRTEFTHRES 2 EHNA
HUBER HRAELEDBLEHSE
ﬁﬂuﬁﬁgﬁ PTERERERNEEET
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EBHEDIRBEAEENTIEXZEME

.
iE °
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7. Operating Segment Information (continues)

The Group’s operating business are organised and managed separately
according to the nature of products, which each segment representing
a strategic business segment that offers different products in the PRC
market. The Company’s executive directors considered that the
Group’s reportable and operating segments are as follows:

—  Textile products segment is the production and sale of cotton
yarn and grey fabric; and

—  Trading materials segment is trading of raw materials for textile
products segments.

The following is an analysis of the Group’s reportable segments.

Textile Products

BEEM

2011 2010
=l 5

I RMB'000
ARBTR

—E——F
RMB’000

ARBTT PNkR

Segment revenue bkl €
Sales to external customers INEFEF 2 E 828,333 709,948
Segment results DEELE - 146,616
Reconciliation: ¥R -
Interest income FLEWA
Corporate and other EREAM
unallocated expenses RAOBRHAZ
Profit before tax BR B A1 4 A -
Segment assets DEEE 327,470 301,057
Reconciliation: B -
Corporate and other rERHE
unallocated assets ) Eﬁﬁ 53
Total assets BEE -
Other segment information: £ b 7> 3 & #1 :
Depreciation and & Ko
amortisation 10,030
Additions to non-current ERBE EL N

assets

There were no inter-segment sales in the current year (2010: nil).

a Golden Shield Holdings (Industrial) Limited Annual Report 2011

30,093

2ESHBER
AEEMLEER T REE S E B
THERREE  WHBERE RS
EmSRUTAERN BB LEH
e AARMBTEER S AEEH
BESHREEH BT -

- HHEmOBAMYREMRZE
ENEE R

- EBEMHIARHBERDBDH
R EE -

T RAEBERE DR Z DT

Trading materials Total
BEME #Er

2011 2010 2011 2010
-z EEELLE —2-27

RMB’000 RMB’000 RMB’000
AR%T PNSEEE AR T

162,621 990,054 |RCRRTEN
| 116616
995 530
(23,690) (16,575)
138,565 130,571
294,576 622,046 301,057
248,351 180,840
481,897
10,030
30,093

AERIEDHBHEABEE(ZFT—FTF:
) o



Operating Segment Information (continued)

Geographical information

The Company is an investment holding company and the principle
place of the Group’s operation is in the PRC. For the purpose of
segment information disclosures under HKFRS 8 Operating Segments,
the Group regards the PRC as its country of domicile. All the Group’s
revenue and non-current assets are principally attributable to the PRC,
being the single geographical region.

Information about a major customer

Revenue of approximately RMB45,639,000 (2010: RMB36,387,000)
was derived from the textile product segment to the Group’s largest
customer. No other single customers contributed 10% or more to the
Group’s revenue for both 2011 and 2010.

Revenue and Other Income

Revenue, which is also the Group’s turnover, represents the net
invoiced value of goods sold, and trade discounts and net of value-
added tax during the year.

An analysis of revenue and other income is as follows:

$ AA—RKEZERRAR  MAKE
BREZHWEMNATE - RIREES
W%ﬁﬁﬁﬁ%&ﬁM@“%ﬁﬁﬁﬁ
ERmME ASFESEFEHAEMER
R AEBBRERIERBEEETE
RKEFRH(BE—HE) -
FEEFZER
HANR¥EA5,639,000L(ZFE—FF : A
R #36,387,0007T) B9 4 25 %Q$Elm
ARPHBHBERDE T ——F

ER-E-—TEHEBHHE—RF AKX
EBEEEN10%E A F RS -

iz B2 B A WA

WaHR M AEENEXE  ERFARE
EmERFE WEHEKE ST
NHBRIEET -

YWan R BB ARSI

Year ended 31 December

BZE+=-A=+—-RHLEE
2011 2010
e —ET-%F
RMB’000 RMB’000
AR¥T T AREBTT

990,954 709,948

Revenue g %§
Sale of goods HEE M
Other income and gains E A A R =
Bank interest income R1T A B A
Gain on sale of scrap materials & BE R UK 2

Gain on disposal of property,
plant and equipment
Others Hib

HEME - BE LR ERE

995 530
745 576
859 =
986 900

3,585 2,006

994,539 711,954

TEER(EX)ARAA

—T-—FFH a



9. Finance Costs 9. RE A

Year ended 31 December

BE+-A=t—-HLEFE

2011 2010
—E——fF —E—FF
RMB’000 RMB’000
ARMEF T ARBT T
Interest on bank borrowings ARAFABHEENRT
wholly repayable within five years B3R B 2,981 751
10. Profit before Income Tax 10. FT 8% A s F
The Group’s profit before income tax is arrived at after charging/ REBMREMIEN 2B (G A) T
(crediting): =S

Year ended 31 December

BE+ZA=+t—-BLEFE

2011 2010
—E-—F —T T
RMB’000 RMB’000
ARMET T AR T T
Cost of Inventories sold BEEFERA 816,555 553,928
Depreciation of property, M- BELEREITE
plant and equipment 9,562 9,770
Amortisation of prepaid land TE A 1 th FH & FROE 5
lease payments 264 260
(Gain)/loss on disposal of property, HEWE - BE &
plant and equipment R (M), BB (859) 361
Auditors’ remuneration &R & 1,133 68
Employee benefit expense EERARX
(including directors’ remuneration) (BIEESEMS)
(Note 11): (BzE11)
— Wages, salaries and allowances —T1& - e kER 48,421 51,768
— Share-based payments — AR BER 25 2,082 335
— Pension schemes contributions — RS FEMHK 7,922 6,342
— Staff welfare and other benefits — B ITEF Rk E i F 6,438 5,003
64,863 63,448
Foreign exchange loss, net HNIE B 1R F 58 840 38
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11. Directors’ Remuneration

Directors’ remuneration for the year, disclosed pursuant to the Listing
Rules and Section 161 of the Hong Kong Companies Ordinance, is as

follows:

Salaries, allowances and

Fees

1e
2011
—E_-—&
RMB’000

benefits in kind
e 2ERENEN
2010
—Z2-%F
RMB'000
ARETT

2010
—Z-%F

RMB’000

2011
—E—-—&
RMB’000

Executive directors:
Mr. Chen Binghui
Mr. Wu Shoumin
Mr. Chen Zhifeng

HITES:

Non-executive directors:

Mr. Qiu Jianfa
Mr. Lin Shuging

FUTES:
BF2ERE
M EELE

Independent
non-executive
directors:

Mr. Yang Guohao
Mr. Kwong Kwan Tong
Ms. Xue Fang

BUFEHT
Bx:

BEREE
BEEEE
Erat

There was no arrangement under which a director waived or agreed to

waive any remuneration during the year.

. E5M=

R LW R R REE R R GF 161 1%
BREZAFREEEHEOT :

Year ended 31 December
HE+-A=t+-BLEE

Share-based Pension scheme

payments contributions Total
DY KNS RS BIHR @5t

2011
—E—_—£&
RMB’000
ARBT T

2010
—Z2-%F
RMB'000
ARETT

2011
—E——£&
RMB’000

2010
a3
RMB’000

2011
—EB——F
RMB’000
ARBTR

2010
%%
RMB'000
ARETT

FARBEMEFTBEUEREXRBNRE
EM ez 28k

SEER(ER)ERA2A —T— 5% g



12. Five Highest Paid Individuals

The five highest paid individuals during the year included four (2010:
four) directors, details of whose remuneration are set out in note 11
above. Details of the remuneration of the remaining one (2010: one)
non-director, highest paid individual for the year are as follows:

12 AB3meHEMA L

FREEAGESFMALERNR(ZF
—EF MNREF FEM2FBH
REXHMEN - BT —R(ZF—FF:
—RIAFEEZERGHMALIRAF
BzMEFRMT

Year ended 31 December
BE+-A=t—HLEFE
2011 2010
—E——F —E—FF
RMB’000 RMB’000
AR T T

Salaries, allowances and benefits in kind e ZUMEEYMEF
Performance bonus KRIBIEAL
Pension scheme contributions RIS ETEIH R

60

9

69

The number of non-director, highest paid individuals whose
remuneration fell within the following band is as follows:

e RTIHRENIFEETZSFHMA
THABET :

Number of individuals

AH
2011 2010
—F——F e

Nil to HK$1,000,000 Z %1,000,000% 7T

- 1

During the year, no emoluments were paid to the five highest paid
individuals (including directors and other employees) as inducement to
join or upon joining the Group or as compensation for loss to office (2010:
Nil).

@ Golden Shield Holdings (Industrial) Limited Annual Report 2011
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13. Income Tax Expense

Hong Kong profits tax has been provided at the rate of 16.5% (2010:
16.5%) on the estimated assessable profits arising in Hong Kong during
the year. PRC subsidiaries are subject to PRC Enterprise Income Tax
(“EIT") at 25% (2010: 25%). Taxes on profits assessable elsewhere
have been calculated at the rates of tax prevailing in the jurisdiction in
which the Group operates.

13. TS FHBEX

REBBREBEFAREBSEENGHER
Fim A2 16.5% (ZZE—ZF : 16.5%) Y
MESEREBNNEREBEGE FEMBA
Al AE25% (ZF —FF 1 25%) fi i
BIr¥EMBH(EEMET]) - Hiih
& 7 FEER T & B 2 B IE Th AR 5 A8 &k B 48
EEBIEREERZRITHETHE -

Year ended 31 December
BE+=—A=+-RILFE
2011 2010
—E2——%F —E-FF
RMB’000 RMB’000
AR¥T T AR T T

Current tax: BUHAT 18 -
— Hong Kong — BB -
— PRC — b 30,024
30,024
Deferred tax (noted 19) JEEFR A (M FE19) 3,130
Total tax charge for the year FEMBS BB 33,154

No provision for Hong Kong profits tax has been made as the Company
did not generate any assessable profits arising in Hong Kong during the
year (2010: Nil).

HRARANRAFEYEERBELM
o] FE AR 8% M) - #UUE I A BB A S
REEH(CE-—2F 8\)-

SEER(ER)ERA2A —T— 5% u



13. Income Tax Expense (continved) 13.

A reconciliation of the income tax expense applicable to profit before
tax at the statutory tax rates for the jurisdictions in which the Company
and its subsidiaries are domiciled to the income tax expense at the
effective tax rates is as follows:

Frie BB X )

BANFIREK B AR FEDEERZ
EER R EEARBEIEF MG
MY HEREBRMEREAENMER
THEMEERAT

Year ended 31 December

BE+-A=+—RILEE

2011 2010

—E——F —E—TF

RMB’000 RMB’000

ARBET T ARET T

Profit before income tax B BT 15 %4 Al & 7 138,565 130,571
Tax at the EIT rate BEEFSMEAE 2BIE 32,643
Income not subject to tax B AN 2 WA —
Expenses not deductible for tax OLIEIY d =53 —
Others EAth 511
Income tax expense FriSfim % 33,154

14. Dividends 14.

No dividend was paid or proposed during the year ended 31 December
2011, nor has any dividend been proposed since the end of the
reporting period (2010: Nil).

Golden Shield Holdings (Industrial) Limited Annual Report 2011
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15. Earnings Per Share

The calculation of basic earnings per share amounts for the year ended
31 December 2011 is based on the profit for the year attributable to
ordinary equity holders of the Company, and the weighted average
number of ordinary shares of 841,774,740 that would have been in
issue throughout the year as if the Company had been the holding
company of the Group since the beginning of the year.

The calculation of basic earnings per share amounts for the year ended
31 December 2010 is based on the profit for the year attributable to
ordinary equity holders of the Company and on the 753,520,000
ordinary shares (being the number of shares of the Company prior to
the listing of the Company’s shares on the Stock Exchange) as if these
shares had been issued throughout the year.

No diluted earnings per share amounts are presented as the Group had
no potentially dilutive ordinary shares in issue during 2010 and 2011.

15.

BRER

BHE-_T——F+-RA=+—HLHFE
ZEBBRERBFNDIBRBEFALRARLR
B 5 B A FE (R & A %841,774,740 % &
TRERBEITZ ERBKRZ INEFSEET
H MUOARTEFVNEALAEE T
/NI

HE_ZT-—ZTF+__A=+—HBLFE
ZEREABRNDBREBEFARAFER
P #5 B A FE 1R 4 A £ 753,520,000 iz & i
P (BN A 2% &) B £ 7R B 32 P £ 77 B AR R
AR EBB)FTE  MMRFRMHDRE
MNEEETT

WEBEEHFEE BT L AR BIE
2 FREERT 2 -

SEER(ER)ERA2A —T— 5% a



16. Property, Plant and Equipment 16. Y% - HWEKZRMHE

Furniture,
fixtures and
Plant and office Construction in
Buildings machinery equipment Motor vehicles progress Total
B -
£ER
BF HBERESRE BOERE RE REIR @
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETR ARETT ARETT ARBTT ARETR
Cost: B
At 1 January 2010 R-_ZE—ZF
—A—AH 25,495 25,882 359 1,885 58,019 111,640
Additions NE 9 2,657 155 — 21,272 30,093
Disposals & - (992) - - (114) (1,106)
Transfers Ez 44,733 40,384 — — (85,117 —
At 31 December 2010 i
+-A=+—H 70,237 67,931 514 1,885 60 140,627
Additions NE — 2,800 36 — 819 3,655
Disposals & - (559) - - - (559)
Transfers EEE 60 - - - (60) -
At 31 December 2011 RZE——%F
+-A=+—H 70,297 70,172 550 1,885 819 143,723
Accumulated depreciation 2 MERAEME:
and impairment:
At 1 January 2010 RZZ-ZF
—H—H 5,124 13,722 185 231 - 19,262
Provided for the year FERE 2,404 7,122 53 191 - 9,770
Written back on disposals o & - (684) - - - (684)
At 31 December 2010 RZZ-%F
+-A=+—H 7,528 20,160 238 422 - 28,348
Provided for the year FERE 2,717 6,606 63 176 - 9,562
Written back on disposals HEm & - (360) - - - (360)
At 31 December 2011 RZZ——%
+-A=+—H 10,245 26,406 301 598 - 37,550
Net carrying amounts: EHFE:
At 31 December 2011 R-ZE——4F
+-A=+—H 60,052 43,766 249 1,287 819 106,173
At 31 December 2010 R-E-F
+=A=+-H 62,709 47,11 276 1,463 60 112,279
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16.

17.

Property, Plant and Equipment (continue)

At 31 December 2011, certain building ownership certificates for the
Group’s buildings with a net carrying amount of approximately
RMB1,353,000 (2010: RMB2,597,000) have not been obtained. The
Group’s legal advisor has confirmed that the Group has legally obtained
the rights to use these buildings.

At 31 December 2011, certain of the Group’s buildings and plant and
machinery with a net carrying amount of approximately RMB58,700,000
(2010: Nil) and RMB32,738,000 (2010: Nil) respectively were pledged
to secure general banking facilities granted to the Group (note 26).

Prepaid Land Lease Payments

16. ¥12€ - BB R 5%

)

RN-ZE——F+-_A=Z+—H8 A&HE
iw R Bt BR DR E X A AR 1,353,000 7T
(ZZ—TF: AR¥2597,0007T) K&
FRBETEEMAEE -AEE 2%
PEMERRALEEC A EANEBFEAZ
EEFHREF o

WR—ZE——F+_-_A=+—H' &
EEETEEFESINAARE
58,700,000 (=T —ZTF : ) R AR
32,738,000 (=T —FF : i) ZEF LA
MBEREEDIEIBIERAEEER —
MIRITRE 2 IR (H7E26) ©

178 L HERIE

2011 2010
—2-—-F —T-FF

RMB’000 RMB’000
ARMT T ARBTT

fRmEFE
BEBEIN LI

Net carrying amount
Land outside Hong Kong

9,440 9,704

The Group’s prepaid land lease payments represent the payments for
land use rights in the PRC under medium term leases.

At 31 December 2011, the Group’s land use rights with a net carrying
amount of approximately RMB4,639,000 (2010: RMB4,948,000) was
pledged to secure the bank borrowings granted to the Group (note 26).

AEENBEMN T HAERBERBES
EHE NP AR R
I8 o

WZZE——F+=—A=+—H K&£E
BREFELHAAREEL639000T(=F
—ZF . AR H4,948,0007T ) H) + i {E
REEEBEARNEBERRBITERZ
R (H7E26) ©

SEER(ER)ERA2A —T— 5% u



18. Subsidiaries 18. [t & A F]

Particulars of the subsidiaries as at 31 December 2011 are as follows: RZE——F+ZA=+—HZHB2
AERT
Nominal
value of
Place of issued and
incorporation/ fully paid Percentage of
registration and ordinary equity attributable
Company name operations share capital to the Company Principal activities
EEITRM
HEMRY EMRE REERR AATEGERE
NE BB 3 i B AEE Elalsd FTEEK
Direct Indirect
HiE i
Jade Goal British Virgin Island Us$200 100% — Investment holding
= 2 KEBELHE 2003 7T AR
Hong Kong Golden Hong Kong HK$1 — 100% Investment holding
Shield Limited
BEEeEARLA B 18T ®EERK
Golden Shield Textile The PRC US$7,370,000 — 100% Production and sale of cotton
(Jing Yang) Co., Ltd. yarn and grey fabric and

trading of raw materials
for textile products

EHHBORB)BR AT HE 7,370,000 HEEREERYMER UK
ETT BEHBERRMA
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19. Deferred Tax Asset

The movements in deferred tax asset in relation to provision of social
insurance contribution fund during the year are as follow:

9. BIEHIBEEE

FREHERBEFESREARNE
EBEEENEH T :

At 31 December

R+=—A=+—8H
2011 2010
—E——F —T-TF
RMB’000 RMB’000
ARMT T ARBTT
At 1 January n—H—H 3,438
Recognised in comprehensive income 2 W as R
(note 13) (FF7E13) (3,130)
At 31 December R+=ZA=+—8H _ 308

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding
tax is levied on dividends declared to foreign investors from the foreign
investment enterprise established in the PRC. The requirement is
effective from 1 January 2008 and applies to earnings after 31
December 2007. A lower withholding tax rate may be applied if there is
a tax treaty between the PRC and the jurisdiction of the foreign
investors. For the Group, the applicable rate is 5% or 10%. The Group
is therefore liable for withholding taxes on dividends distributed by
those subsidiaries established in the PRC in respect of earnings
generated from 1 January 2008.

At 31 December 2011, no deferred tax has been recognised for
withholding taxes that would be payable on the unremitted earnings
that are subject to withholding taxes of the Group’s subsidiaries
established in the PRC. In the opinion of the directors, it is not probable
that these subsidiaries will distribute such earnings in the foreseeable
future. The aggregate amount of temporary differences associated with
investments in the PRC subsidiaries for which deferred tax liabilities
have not been recognised totalled approximately RMB17,692,445 at
31 December 2011 (2010: RMB12,604,000).

RERESZEMERE - NP B
INERECERIIBEEEEST KRS
AEI0%BWFER - Ik EB T F
NE—A—BRBRER TEEAR_ZZ
tHF+A=T—HENBF - WHhE
HONEEEEMNREEREEHEEN
B AATERAREMBENRE - 5t
AEBEME  BAMERE5%H10% - A
b ANEBBEERRPREKNLMNZSE
WEARRZZEENF A —HEBE4LE
B Z T T R B AR B TE AR ©

RZB——F+_A=+—8 W&z
NEBRAEKYZWE QR EMNZ X
EHRFFAESZENRERELTH
B-BERA RSWBRARRARE
RAKRAIGEDIREBABR R ——
FE+-A=+—8 SRzt ED KB
AEREEENEBSEHRERELER B
BEMEREE RN A ARBE17,692445
T(ZZE—ZF : AR®12,604,0007T) °

SEER(ER)ERA2A —T— 5% a



20. Inventories 20. 78

At 31 December

R+=-ZA=+—8
2011 2010
—E2——fF —E—FF
RMB’000 RMB’000
AR® T ARBT T
Raw materials JR A 12,611
Work in progress & & 651
Finished goods BURL Sh 11,676
Goods held for re-sale RIEEEE R -

141,575 24,938

21. Trade Receivables 21. EIWE ZERAX

At 31 December

BR+=-—A=+—8H

2011 2010

—E-——F —ZT =5

RMB’000 RMB’000

ARMT T ARBTT

Trade receivables EWE 5 8RR 129,205
The Group’s trading terms with its customers are mainly on credit. The AEEHEEF  BESERETENUEE
credit term is generally 90 days and up to 180 days for major FRET - EEH—MEIOKR MExE
customers. The Group seeks to maintain strict control over its BE &% /180K - AEBE B EHFER
outstanding receivables and overdue balances are reviewed regularly EHEAREEERFIE R AMER &
by senior management. In view of the aforementioned and the fact that HEEENTE EHAEHNAREERBKFKIE
the Group’s trade receivables relate to a large number of diversified Mg Bl ateh o ERATAMIBT R KA K EH

customers, there is no significant concentration of credit risk. Trade EWESEREZZZTEELPBR

receivables are non-interest bearing. WEERB 2 ETREELTEE- - EK

BIRAR/RE
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21. Trade Receivables (continued) 21. EIRE F R o

An aged analysis of the trade receivables of the Group as at the end of RBEHRIREZARAENREEHE
the reporting period, based on the invoice date, is as follows: WE ZEFHERESTAT

At 31 December

R+=B=+—H
2011 2010
—E——F —E-TF
RMB’000 RMB’000
AREET T AR T T

Within 3 months =EAR 237,045 129,205
4-6 months Mz E A 22,089 —

259,134 129,205

The ageing analysis of trade receivables of the Group that are not 7N £2 8 3F {8 5l sk H A 4% 2R B R E Y
individually nor collectively considered to be impaired is as follows: JEWE SIRFAERE DT T

At 31 December

R+=—A=+—8

2011 2010

—E2——F —E-FF

RMB’000 RMB’000

ARMET T ARBTT

Neither past due nor impaired 7R 48 B sl R R (B 259,134 129,205
Receivables that were neither past due nor impaired relate to a large B% 7% b B P A A FE U E A I A
number of diversified customers for whom there was no recent history BERERE ZEFEFPIHEERE

of default. 4% o

SEER(ER)ERA2A —T— 5% a



22. Prepayments, Deposits and Other Receivables

22. FET K

f@q&mkﬁ

EERHEM

At 31 December
R+-ZA=+-—H
2011
—_E——F
RMB’000
ARMTF R

Prepayments to suppliers
Other prepayments
Deposits

Other receivables

Other tax recoverable

BB R
H A I 3R

me

Ho A 8 Y R IR

H At AT W = 75 18

None of the above assets is either past due or impaired. The financial
assets included in the above balances relate to receivables for which

there was no recent history of default.

23. Pledged Bank Deposits and Cash and Cash

Equivalents

2010
—E—FF
RMB’000
AREBTT

16,363
5,408
140
7,660

117,842

29,571

P EEY BB CORE- FTA Lt
FEERH S BE A BT HI B R AR R 0

FEWRIAB R

Tk DA K 3R
@

At 31 December
R+t=-—A=+—H

2011
—_E——=F
RMB’000
AR®T T

Cash and bank balances
Pledged bank deposits for bank
borrowings (note 31)

Be RRTTER

RITIERZ D HERRT

TR (M7E31)

236,233

(92,383)

Cash and cash equivalents

ReLkReFED

At the end of the reporting period, the cash and bank balances of the
Group denominated in RMB amounted to RMB141,755,000 (2010:
RMB175,892,000). RMB is not freely convertible into other currencies
and the remittance of funds out of the PRC is subject to exchange

restrictions imposed by the PRC government.

@ Golden Shield Holdings (Industrial) Limited Annual Report 2011

2010
—ET—FTF
RMB’000
ARET T

175,892

143,850

175,892

RBEHR FEBRAAREFEZR

v B EF A AR ¥141,755,000

T —ZFF: AR ¥175892,000
AREELIERABLAEEMNER

& RIRTTHE
(=
JT) e

i o B & &
SN FEE PR 5] T A5 AR

SXHBEBNEBEZ



23.

24.

25.

Pledged Bank Deposits and Cash and Cash 23. DRI EAARR
Equivalents (continued) ERREEEN =
Cash at banks earns interest at floating rates based on daily bank RITIH & BB T RIBITERF EHIUE
deposit rates. Pledged bank deposits which denominated in Hong R EFE - DEMBITETHERER
Kong dollars and the bank balances are deposited with creditworthy THEHB TR R SR RE
banks with no recent history of default. B RIFHIRTT -
Trade Payables 24, EHE SR
An ageing analysis of the trade payables of the Group as at the end of RMEMRIREZARAEN AR EEE
reporting period, based on the invoice date, is as follows: NESEFHERES AT :
At 31 December
R+=—B=+-—H
2011 2010
—E——F —E-EF
RMB’000 RMB’000
AR®B T ARBT T
Within 3 months =“@AX 9,452
The trade payables are non-interesting bearing and normally settled on ERNESERRREE R —BRIOKE
90 days terms. B e
Accruals and Other Payables 25. Bt RIE R H i FE I X

FE & 53R M E At FE A 5RIR
JE A B R AR IR

B —REERA

FE A 4L & ORI 5K

Hib TR

Accruals and other payables

Due to shareholders

Due to a director

Social insurance contribution payables
Other tax payables

18
At 31 December

R+=ZA=+—8
2011 2010
—E——fF —E—ZF
RMB’000 RMB’000
AR¥T T ARET T
9,180
5,786
1,232
5,444
20,453 21,642

The amounts due to shareholders mainly represented the listing
expenses paid on behalf of the Group by a shareholder. The amounts
due to shareholders and director are non-interest bearing, unsecured
and have no fixed terms of repayment.

ENBRRFBETZEERAAEE M
ZLETRAX BNRRREERERR
B EmEMEEEEERY -

SEER(ER)ERA2A —T— 5% u



26. Interest Bearing Bank Borrowings

26. ;T EHRITER

Secured bank loans EEFIRITER

On demand or repayable within one year — ZE ks B —FE RN E S

Notes:
(@) The Group’s bank loans are secured by the pledge of:

(i) Certain of the Group’s prepaid land lease payments, which had an
aggregate carrying value at the end of the period of approximately
RMB4,639,000 (2010: RMB4,948,000);

(ii) Certain of the Group’s plant and machinery, which had an
aggregate carrying value at the end of the reporting period of
approximately RMB32,738,000 (2010: Nil);

(i) Certain of the Group’s buildings, which had an aggregate carrying
value at the end of the reporting period of approximately
RMB58, 700,000 (2010: Nil); and

(iv) Certain of land and buildings of a related company of the Group.

(b) Fixed rate bank loans of RMB161,000,000 (2010: RMB6,850,000) are
bearing interest rate at 7.82 to 7.98% (2010: 5.31%) per annum. Other
bank loan of RMB38,000,000 is bearing at 7.32% (2010: nil) per annum.
The weighted average effective interest rate is 7.32% per annum.

c) A bank loan of RMB28,000,000 repayable under a loan agreement which
includes a clause that gives the lender the unconditional right to call the
loan at any time is classified as current and is due on demand. The
remaining bank borrowing amounts of RMB171,000,000 due are based
on the scheduled repayment dates set out in the loan agreements.

a Golden Shield Holdings (Industrial) Limited Annual Report 2011
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At 31 December

R+=ZA=+-—H
2011 2010
—E——F —E-FF
RMB’000 RMB’000
AR®T T AR T T

199,000 6,850

REEZRITENA T I EEFHA -

O  AEBRHREBEEIBAR
44,639,000 (= F — T F : A
R #4,948,0007T) 49 & T 7 1 +
TR

(i)  AEBERHKEEREIBAR
30,738,000 ( = & — F 4F :
) E TREREES

i) AEBRBKEEEENBAR
58,700,000 ( = E — F 4F :
mHETEF: R

() AKEE—FE#ERFLETF T H
RIEF o

EERITE A K ¥161,000,000T (=
F—FF . AR #6,850,0007T) 1% F F
K7827798/B( = F —FF :531F)
i E o A iR7T B 3 A & #38,000,000
T EFFE730/E (= F—FF : )
B o g FHERFEBFF732/E -

7T B 5 A F #28,000,0007T 5 1R 1% &
HpEEE EFR—EAETEXA G
RN B IR IEB 5 H B BT R R ZE K
B 1EER N AENRIERET - pr T8R7T 15
AN H171,000,000T 1R 15 B K 1 %
HT #1588 A B 1 B 15 i -



27. Provisions 27. B 1

At 31 December

R+=ZA=+-—8H
2011 2010
—E——F —E-FF
RMB’000 RMB’000
AR® T ARBT T
Net carrying amounts: BRTEFE -
At 1 January R—HA—H 6,384 6,582
Amounts utilised during the year FADEBEBELE (187) (198)
At 31 December R+—-_A=+—H 6,384
The Group provides the probable future staff termination benefits KEBBEHERERRA-ZTZT—FAN
expected to be made to employees of Jing Yang Spinning Mill under A M B 84 1 5 R 5 55 R 4 A
the acquisition agreement dated 14 September 2001. The amount of WiEBRMARATEEENE TRILE
the provision is estimated by the Group based on the best estimation AEf BEEBESENERRERR
of the probable future payments at the end of reporting period. The HARAUEZNORBENEEGHTHT
estimation basis is reviewed on an ongoing basis and revised where HE A EERFEREFNYTE
appropriate. EHRIREET -

SEER(ER)ERA2A —T— 5% a



28. Share Capital

PL N

Number of Equivalent to
Notes shares HK$’000 RMB’000
BHER
Bt & BRAEE TBx ARBT R
Authorised: EE
Ordinary shares of HK$0.1 each FHREEOA
Bz BiEk
At date of incorporation R (i 3,000,000 300
At 31 December 2010 RZE—TF
+=-RA=+—8~ 3,000,000 300
Increased in authorised capital AT RR AR SE A0 (i) 1,997,000,000 199,700
At 31 December 2011 R_T——%
+Z-A=+—8H 2,000,000,000 200,000
Issued and fully paid: BRTRAR:
Ordinary shares of HK$0.1 each FRAMBNIBL
TEk
Issue of shares to initial subscribers AL REA
BITRM 0] 100 — -
At 31 December 2010 RZZ—-F2F
+-A=+—H 100 — _
Issue of shares in accordance with the RIEEHEBTRG
Reorganisation for acquisition of AU g = 22
Jade Goal (i) 999,900 100 82
Placing and public offer of new shares fRERAREE
b (iv) 188,380,000 18,838 15,561
Capitalisation issue BARACETT (iv) 752,520,000 75,252 62,158
At 31 December 2011 R_T——%
+-ZA=+—8 941,900,000 94,190 77,801
Notes: it

(i) The Company was incorporated on 2 July 2010 with an authorised share
capital of HK$300,000 divided into 3,000,000 ordinary shares of HK$0.1
each. 100 ordinary shares were issued nil paid on 26 July 20170.

(ii) Pursuant to written resolutions of the shareholders passed on 24 June
2011, the authorised share capital of the Company was increased from
HK$300,000 to HK$200,000,000 by the creation of an additional of
1,997,000,000 shares of HK$0.1 each, ranking pari passu in all respects

with the existing shares of the Company.

Golden Shield Holdings (Industrial) Limited

Annual Report 2011

() ARAR=ZF—FFLAZHEMA
ok E R B300,0000% T 5 A
3,000,000% % fig [E] 180.1& 7T /7 & i@
R BEFI10REBERER-F—FF
EAZFNAURHBRAHTEAFET -

(i) RERFR -_FE——EXH-+MH
BEZEHRFEE AL EERE
5 i 15 3% 58 91 1,997,000,000 A% 4 % [E] 18
0.1 TR 17 (RE 7 E IR 2\ 7] BB
R 17 Z F [FZ 4 fi7) ify £1.300,000,% T 1%
T2 200,000,000, 7T -



28. Share Capital (continuea)

Notes: (Continued)

(ii)

(iv)

On 21 June 2011, pursuant to the Reorganisation, the then shareholders
of Jade Goal, the previous holding company of the Group, transferred the
entire share capital in Jade Goal to the Company, in consideration of and
in exchange for which the Company allotted and issued at par, credited
as fully paid, 999,900 shares of HK$0.1 each to the then shareholders.

Pursuant to the written resolutions passed by the then shareholders of the
Company on 24 June 2011:

@ 188,380,000 new ordinary shares of HK$0.1 each were authorised
to be issued by way of placing and public offer at an issue price of
HK$0.7 per share for a total cash consideration, before expenses,
of HK$131,866,000. A premium of HK$0.6 per share for cash, the
excess of the issue price over the par value of the shares issued
upon the placing and public offer, totaling HK$113,028,000 was
credited to the share premium account of the Company.

(b) Immediately after the placing and public offer, 752,520,000
ordinary share of HK$0.1 each were authorised to be allotted and
issued, credit as fully paid, at par, to the then shareholders in
proportion to their respective shareholdings on the register of the
members of the Company at the close of business on 24 June
2011 by way of the capitalisation of the share premium available.

The above mentioned ordinary shares were finally allotted and issued
before the shares of the Company are listed on Main Board.

29. Reserves

(@)

Movements in components of equity

The reconciliation between the opening and closing balances of
each component of the Group’s consolidated equity is set out in
the consolidated statement of changes in equity.

Nature and purpose of reserves

(i) Other reserve
The other reserve of the Group represents the difference
between the nominal value of shares of the Company and
the nominal value of the shares of the subsidiaries acquired
pursuant to the Reorganisation.

28.

29.

N

B (&)

(i) R-ZF——FNA-+—H LEEFHZ
BIZERAGEBEZ &R EREEM
AR RNG]EEEEZ DHRE  LEE
ARAEEEREFRFIERZF7T
999,900/i% % /% [E] (B 0.1 7T < A BR ZI| (E
BERDIEBKIE

) REAXLNGGEHRZIBRRER-F——F
NAZ+HAEBZ EERESR -

(a)  188,380,0004% # fi¢ [E7 180.1% 7T
ZHEAREREEBIER A
BEERTRO7TETHZEITIE
#77  BH 2 {18 7 131,866,000
f&ﬂ%ﬁ%ﬁf)t&&ﬂﬁ
L IB0.65T IR ER A

%#ﬁﬁﬁfﬁaﬁﬁ%ﬁﬁ
ﬁzﬁﬁaﬂ7wwmma§z
BEFALRR IR G w 1B 5 -

b ZBELEERINHZFEEE:
752,620,000 % # /g [E] 180.1,% 7T
BIABRDIE#E E A RIER1EE
BEFTEFR G wBERATER
H—FE——FNA-FHAEE
B [B] 45 3R b 2K 2 B] R R B AL R AT
TEBRRREEAMIFEZRERL
Bl - IZEE ) #FEFERET -

Pt EBBEAARRB R ERETAI&

B B K BT o

fi# f

(@ EmIBDZEEH

AEBGARAES BN ZFNRERE
BROHRBANGEEREEHR -

D

b) HEZ2HEEREN

() HAiEHEE
AEBZEMFEEREARA
F 0 T (B B AR 3% B 4 P MR
MEBRRRODEENEZRE-

SEER(ER)ERA2A —T— 5%



29. Reserves (continued)

(b)

Nature and purpose of reserves (continued)

(i

(i

Share-based compensation reserve

The share-based compensation reserve represents the
difference between the fair value and consideration of the
shares of the ultimate holding company granted to a
director of the Company for the appreciation of his
contribution to the Group. Further details of the transaction
are set out in the Company’s prospectus dated 28 June
2011.

The fair value of equity interest at the date of grant was
approximately RMB31,223,000 in accordance with the
valuation report from an independent valuer, BMI
Appraisals Limited. The share-based payment expense is
recognised on a straight-line basis over the agreed service
periods, fifteen years, commencing 3 November 2010.
Once the director is left, no share-based payment expense
is further required to be recognised. During the year, the
share-based payment expense of approximately
RMB2,082,000 (2010: RMB335,000) is recognised as part
of directors’ remuneration.

Statutory surplus reserve

In accordance with the Company Law of the PRC, the
Company’s subsidiary registered in the PRC is required to
appropriate 10% of the annual statutory profit after tax (after
offsetting any prior years’ losses) determined in accordance
with generally accepted accounting principles in the PRC
to the statutory reserve until the balance of the reserve
fund reaches 50% of the entity’s registered capital. The
statutory reserve can be utilised to offset prior years’ losses
or to increase capital, provided the remaining balance of
the statutory reserve is not less than 25% of registered
capital.

@ Golden Shield Holdings (Industrial) Limited Annual Report 2011
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RE2HEERBN®

(b)

(i

(i)

VAR 1D A BB 2 RN &
VAR 19 B B R 2 S BN R 4 1e
AARESERERERA
AW EAFESARE
ZHEMZERE UWREHEHAX
SEMER -BEXFNE
—FSHBHEHRARTHERAE
—E——FXAZ+NHZ
A ER -

1B 1% 38 37 {5 {8 Rl 70 A0 5D B8 5T
HERARZEERS &
HERAZBREAFENAEA
R #31,223,0007T ° WA B 15 1+
FHHATREASEIRBEZ
REHE(E T —FF+
—AZHEFTRAF)ER-
—HEEHMEB EEAEER
DA RAS FR
IO RAIHOARE
2,082,0007C (ZE—ZF : A
R#¥335000L) R ABES
B&m—ao -

ETERGRREE

BEFERAE ARAR
Sl =l NI E
10% B EHEHRARE TR L
B TE W F E K TE BR BB 5 A
(KEHAMNBTFEBIE
BIZETERE BEERED
HHEFZERBIMELRN
50% % b ° 3% 5K TE 7] B
REEBFEFEBESIAR
BE - EEEHENGBR TS
R DR B A 25% -
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30. Contingent Liabilities 30, HAEE
The Group did not have any contingent liabilities at the end of the RWESRKR AEEMERE MR
reporting period. Baf&E-

Py

31. Pledge of Assets 3. EEKH
Details of the Group’s bank borrowings which are secured by the AEBUHEEFEERORITERTE
assets of the Group are included in note 26 to the financial statements. B B T AR Y 5126 o
As at 31 December 2011, the Group has pledged bank deposit WZZE——F+=A=+—8H' &
approximately RMB92,383,000 to a bank to secure banking facilities SERFAMBTERETOARE
granted to its PRC subsidiary during the year. The bank borrowing of 92,383,000t W IRITIF - EAR T H
RMB86,000,000 was drawn down on 18 January 2012, PEMEARIMRITRENENR- RT

& & A K #86,000,000 i =T — — 4
— A+ /\BE #HIRE -

32. Major Non-Cash Transactions R.FEFRERS
The major non-cash transaction of the Group is the capitalisation of AEENFEHEBRERHIBEARARE
certain sums standing to the credit of the share premium account of FEERBROEERERNE THERE
the Company pursuant to the Reorganisation. Further details are set o E—HF BN B MERM T8 -

out in note 28 to the financial statements.

SEER(ER)ERA2A —T— 5% @



33. Operating Lease Arrangements 33 EHELH

The Company leases its office and factory premise and machinery AARIRBREEHELXHHENAE
under operating lease arrangements. Leases for properties are MERERE MEZHEEHNAHA —=
negotiated for terms of one to two years, with an option to renew the ME EENERMBERREBEIERS
lease when all terms are renegotiated. None of the leases includes BHEA - FABEHNATBRIEXNAES -

contingent rentals.

At the end of reporting period, the Group had future minimum lease RmESRR AEEBE S ATEELSE
payments under non-cancellable operating leases which fall due as HEZRREERBEEFER T HM D
follows: B

As at 31 December
R+=ZRA=+—H
2011 2010
. —Z-%F
RMB’000 RMB’000
ARETR ARET

Within one year —F R 22,054 —

34. Capital Commitments 34. B AEYE
Capital commitments outstanding at 31 December 2011 not provided RZEB——F+-_A=+—H R¥%
for in the financial statements were as follows: MEAANKRTIROERAENT :

As at 31 December

R+=—BR=+—H
2011 2010
—B-—F —ZT-FF
RMB’000 RMB’000
ARBT T AR T T

Contractual commitments for the acquisition 8 & ¥ % - ME & &6

of property, plant and equipment 2B K EE 37,817

@ Golden Shield Holdings (Industrial) Limited Annual Report 2011



35. Related Party Disclosures

(@)

Balances and transactions

Other than the related party balances and transactions disclosed
in notes 25 and 26 to the financial statements, the Group had the
following material transactions with related parties during the
reporting period:

(i) During the year ended 31 December 2010 and 2011, the
Group used the land and buildings owned by Shaanxi
Golden Shield Textile Co., Ltd (“Shaanxi Golden Shield”) as
its cotton spinning/weaving mills at nil consideration;

(ii) Shaanxi Golden Shield also pledged their certain lands and
buildings to provided corporate guarantee to the Group in
respect of the bank borrowings as at 31 December 2011.

Compensation of key management personnel of the
Group

3. BMELSKE

@ #HHEXRS

MBS R M 25 26T IR E 2
B EHBR IR BN REBRIR
LSHEEBERAFETINEARR
% :

) #Hz=2—=2—ZFR_FT——
FH+ZA=+—HLFE"
AEBEEEFEHAAKRASE
B EaERA B (RERED
BEEN I REFEELRS
Uy T

i) R=-F——F+-—A=+—
BB BREE
T REFT UBRTE
RAAEERUDEER-

(b) ﬁ%ﬁi%%ﬁkém%

2011 2010
—g——f —E-%F
RMB’000 RMB’000
ARMT T AR%T T

Short term employee benefits EEEEREA
Share-based payment LA RS 15 1~ 3%

863 202
2,082 335

2,945 537

Further details of directors’ remunerations are included in note 11
to the financial statement.

EHEEHeNE—THFBIER
MR FEN o

SEER(ER)ERA2A —T——F5RH @



RERSTHWEMT A

REREPRSEINERTANEER
am

TREE—ERKEBWRIE

7

2011 2010
—E——F —E-EF
RMB’000 RMB’000
ARBF T ARET T

259,134 129,205
20,579 7,660
92,383 =

143,850 175,892

TREE—RBHERA

2011 2010

S e
RMB’000 RMB’000
ARBT R ARBTF T

7,293 9,452

20,453 21,642
199,000 6,850

226,746 37,944

36. Financial Instruments by Category 36.
The carrying amounts of each of the categories of financial instruments
as at the end of the reporting period are as follows:
Financial assets — loans and receivables
Trade receivables FEUE 5 BR 3
Deposits and other receivables =& IKH fth B W IR
Pledged bank deposits EEPIRITER
Cash and cash equivalents ReERBFACEEY
Financial liabilities — at amortised cost
Trade payables FERE 5 B8R 5K
Financial liabilities included in accruals and & A J& 51 30 IE K2 H b & 1<
other payables RELMNCREE
Interest bearing bank borrowings FFERITER
37. Financial Risk Management Objectives and 37.

Policies

The Group’s principal financial instruments comprise trade receivables,
deposit and other receivables, pledged bank deposits, cash and cash
equivalents, trade payables, accruals and other payables and interest
bearing bank borrowings. These financial instruments mainly arise from
its operations.

The carrying amounts of the Group’s financial instruments
approximated to their fair values as at the end of each reporting period.
Fair value estimates are made at a specific point in time and are based
on relevant market information about the financial instruments.

@ Golden Shield Holdings (Industrial) Limited Annual Report 2011
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37. Financial Risk Management Objectives and

Policies (Continued)

These estimates are subjective in nature and involve uncertainties and
matters of significant judgment, and therefore cannot be determined
with precision. Changes in assumptions could significantly affect the
estimates.

The main risks arising from the Group’s financial instruments are
interest rate risk, foreign currency risk, credit risk and liquidity risk. As
the Group’s exposure to these risks is kept to a minimum, the Group
has not used any derivatives and other instruments for hedging
purposes. The Group does not hold or issue derivative financial
instruments for trading purposes. The board of directors of the
Company reviews and agrees policies for managing each of these risks
and they are summarised below:

(@) Interest rate risk

Interest rate risk means the risk on the fluctuation of fair value on
future cash flows of financial instruments which arise from
changes in interest rates. Floating interest rate instruments will
result in the Group facing the risk of changes in market interest
rate, and fixed interest rate instruments will result in the Group
facing fair value interest rate risk.

The following table demonstrates the sensitivity to a reasonably
possible change in interest rates, with all other variables held
constant, of the Group’s profit before income tax (through the
impact on the Group’s bank balances and bank borrowings
which are subject to floating interest rate) and the Group’s equity.

37. TR E e EIE B RE

R

ZEBEDBIENE X5 KT RN
AERAFEERNHEHNEER I%ﬁ&
ERET REWEDAELSTHEHE
REBRZE -

AEBzeRITAMEEZTEZRR A
Fl=RE b NSRS - 5 E R R E
EoREB  AEEMEY 2ZEE 4%
FERME K - SRS B I 4 FE AR AT
S TEREMTAUEY M REBIL
EBRALABTHEEEZTE2RT
B-ARBEZCCEHNITHEEE L
IR E 2 R BB

(@) F) = [ e

MERBIBENESHUARS R T
BEXRRERENAFEEHH
Bk FERETEHERAEE
EEMSNEEZEHER  mEE
METEHEHAEE@mE QT
B == o

TRBETEMBHEHMEELT T
BB ARBEFEN AN
(ﬁLﬁ$Elﬁgﬁﬁ%%&ﬁ
TRREXNTE) RAKEE R
mﬂ$%é@7%2@2@@ﬁ
DT ©

Increase/(decrease) in profit before i I8 T 5115 %, » B 15 5 Bl
i ) R ARG A O )

income tax and equity if:
100 basis points increase
100 basis points decrease

= FH100 1E Z 24
T B 100 17 £ 25

2011 2010
—E——F —E-FF
RMB’000 RMB’000
AR¥T T AR T T
1,037 1,690
(1,037) (1,690)
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37. Financial Risk Management Objectives and
Policies (Continued)

(b)

Foreign currency risk

The Group’s businesses are located in the PRC and most of the
transactions are conducted in RMB. Most of the Group’s assets
and liabilities are denominated in RMB. Accordingly, fluctuations
of the exchange rates of RMB against foreign currencies do not
have significant effects on the Group’s results. The Group has
not hedged its foreign exchange rate risk.

Credit risk

The Group trades only with recognised and creditworthy third
parties. It is the Group’s policy that all customers who wish to
trade on credit terms are subject to management review. In
addition, receivable balances are monitored on an ongoing basis
and the Group’s exposure to bad debts is not significant. Since
the Group trades only with recognised and creditworthy third
parties, there is no requirement for collateral.

The credit risk of the Group’s other financial assets, which mainly
comprise of cash and cash equivalents, arises from potential
default of the counterparty, with a maximum exposure equal to
the carrying amounts of these instruments. Credit risk in cash
and cash equivalents is mitigated as cash is deposited in banks
with high credit rating.

Liquidity risk

Management of the Group aims to maintain sufficient cash and
cash equivalents and has available funding through an adequate
amount of committed credit facilities to meet its commitments.

@ Golden Shield Holdings (Industrial) Limited Annual Report 2011
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37. Financial Risk Management Objectives and
Policies (Continued)

(d)

LIQUIdIty risk (continued)

The maturity profile of the Group’s financial liabilities as at the end
of the reporting period, based on the contractual undiscounted
payments, is as follows:

On demand or
within 1 year
BRERS—FR

2011
—E——F
RMB’000
ARBTR

Trade payables ENEZER
Financial liabilities included in BENETTER
accrual and other payables H iy JER A
MemaE 20,453

Interest bearing bank borrowing =+ B R 17 & X 208,311

236,057

Capital management

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

The Group manages its capital structure and makes adjustments
to it in light of changes in economic conditions and the risk
characteristics of the underlying assets. To maintain or adjust the
capital structure, the Group may adjust the dividend payment to
shareholders, return capital to shareholders or issue new shares.
The Group is not subject to any externally imposed capital
requirements. No changes were made in the objectives, policies
or processes for managing capital during the reporting period.

37.

2010
—T-TF
RMB’000
AREFT
9,452

21,642
7,092

38,186

SREKREE R EEN
R (%)

(d)

—E——F
RMB’000
ARETR

REES R @

AFTHIZERR RN R REE A& H
RERSHRNEBEEIHIE
AT

1to 2 years Total
—EWME Bet
2011 2010 2011 2010
ZE-TF el — T — T
RMB'000 Y[ K00N RMB'000
ARET T PR\ R% T
= 9,452
20,453 21,642
208,311 7,092
236,057 38,186

EXREE
AEBEREENTIZERER/R
EASHEETHELLENRE
ARERFEENEARLL RAXH
HER AERBERNEERRAS

o

i}
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R BER B EEAM R E B A
HEENRBIEEEEHLERE
BRELAE REFAABER
Rig AEBEAHEN TFREN
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P o 7 5% [ 30 4 5 AE o] S BB B 0
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A\t
37. Financial Risk Management Objectives and 7. TR EREE B FREK
Policies (continuea) BE (&)
(e) Capital management (continued) € EXREE@
The Group monitors capital using a gearing ratio, which is net AREBUEABGBH RETE R
debts divided by total equity. Net debts include interest-bearing ZELBER FERAEREE -
bank borrowings, trade payables, accruals and other payables, BB FEVRETBRITER  EN
current tax liabilities and provisions less cash and cash SRR - FEET FRIB & H M FE 5 5K
equivalents. B BB EEERBERR SR
ReEEY -
At the end of 31 December 2010 and 2011, the Group’s strategy RZE—ZEFR_FE——F+=
was to maintain the gearing ratio at a healthy capital level in order A=+t A&RE  AEEMNEE
to support its businesses. The principal strategies adopted by REBERABELEEREER
the Group include, without limitation, reviewing future cash flow K AL FFEER - A EBEHE
requirements and the ability to meet debt repayment schedules NEZXRBEEEFETRNEHNA
when they fall due, maintaining a reasonable level of available MIRE M EE KRR ER D B
banking facilities and adjusting investment plans and financing h? FEXRERMED #HITHA
plans, if necessary, to ensure that the Group has a reasonable THEESEBKEUARAER
level of capital to support its business. éf a‘l‘ EIRmERE(WNFE) A
RAEEHEAEKEINERY
FRH ¥R -
The gearing ratios at the end of 31 December 2010 and 2011 RZE-—ZFER-_FT——F+ZA=+
were as follows: ABERENEAREBELERNT
2011 2010
— ZT-TF
RMB’000 RMB’000
AR®B T ARBTT
Interest bearing bank borrowings ETEERITER 199,000 6,850
Trade payables BB SRR 7,293 9,452
Accruals and other payables FE 5T R I8 N H Ath B~ FRIE 20,453 21,642
Current tax liabilities BIERfi T A& E 9,907 6,800
Provisions BB 6,197 6,384
Less: Cash and cash equivalents BoHRERESEEYD (143,850) (175,892)
Net debts B F5E 99,000 (124,764)
Total equity T 1858 627,547 430,769
Gearing ratio EXBERE 15.78% (28.96)%
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37.

38.

Financial Risk Management Objectives and
Policies (Continued)

(f)  Fair value estimation

The directors of the Company consider that the carrying values
of those financial assets and liabilities are assumed to
approximate their fair values.

Parent and Ultimate Holding Company

At 31 December 2011, the directors consider the parent and ultimate
holding company of the Company to be Tong Fa Limited, which is
incorporated in BVI. This entity does not produce financial statements
available for public use.

7. ¢MEAREREAERY
R (#)
H "FEGE

ARREERRZEEREER
BEMREEREQAFERE -

BHLANRBERERDT

R-ZE——F+-_A=+—RH 57
B ARENEBRGEREERAGZ
ERBETHETMACIHBEERA
Al REBEBTSRUEVBEREUEAR
Yo

SEER(ER)ERA2A —T— 5% u



39. Statement of Financial Position of the Company  39. Zx 2 7] Bf #5 R 3% R &

2011 2010
—E——F —E-TF
Notes RMB’000 RMB’000
M 3E ARET T AR T T
Non-current assets EREBEE
Investment in a subsidiary KRB RRIRE —
Current assets RBEE
Amount due from a subsidiary FEU— MY B A RIFIR @) -
Prepayment, deposits and other TERRIE - EZe R
receivable H bl sRIE -
Amounts due from shareholders JiE U A% SR R E -
Pledged bank deposits EHERITER -
Bank balances and cash RITHEHR RS =
138,358 =
Current liabilities nREBEE
Amount due to a subsidiary B —REM B AR kA (o) -
Other payables and accrued expenses — H th JE15 5/ IE & FE T 51 1H —
Amount due to a director B —REERE -
Net current assets TEEEFE -
Net assets EEFE -
Capital and reserves R S
Share capital &N 77,801 —
Share premium & miE 16,410 =
Share-based compensation reserve VAR AR 2 RN R 2,082 =
Accumulated losses ZETBE (9,829) -
Total equity SR A%E -
(a) The amount due from a subsidiary is unsecured, interest free and has no @ BB R A A EER - £ A
fixed terms of repayment R 4 B 2 AR
() The amount due to a subsidiary is unsecured, interest free and has no (b)  JET— I E R EIHERELR 2.8
fixed terms of repayment R AE B EE A

40. Approval of the Financial Statements 40, 3tb A B FE FR 3R

The financial statements were approved and authorised for issue by the M BRREEEEER _E——_F=A
board of directors on 20 March 2012. Z+ BHE RE T -

u Golden Shield Holdings (Industrial) Limited Annual Report 2011
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