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About China Lilang

China Lilang is one of the leading PRC menswear
enterprises. As an integrated fashion enterprise, the Group
designs, sources, manufactures and sells high-quality
business and casual apparel for men under its core brand
“LILANZ” and sub-brand “L2". Its products are sold across
an extensive distribution network, covering 31 provinces,
autonomous regions and municipalities in the PRC.
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Financial Highlights

Year ended 31 December

2012 2011 Changes
(RMB million) (RMB million) (%)
Turnover 2,793.4 2,708.0 +3.2
Gross profit 1,124.0 1,055.5 +6.5
Profit from operations 709.4 703.7 +0.8
Profit attributable to equity shareholders 626.8 623.1 +0.6
(RMB cents) (RMB cents) (%)
Earnings per share

— Basic 52.20 51.90 +0.6
— Diluted 52.04 51.66 +0.7
Shareholders’ equity per share 198.40 181.30 +9.4
Interim dividend per share HK13 cents HK11 cents +18.2
Special interim dividend per share HK6 cents HKS5 cents +20.0
Final dividend per share HK19 cents HK19 cents -
Special final dividend per share HK6 cents HK6 cents -
(%) (%) (% points)
Gross profit margin 40.2 39.0 +1.2
Operating profit margin 254 26.0 -0.6
Net profit margin 22.4 23.0 -0.6
Return on average shareholders’ equity® 275 30.9 -3.4
Effective tax rate 18.3 17.2 +1.1

Advertising and promotional expenses and
renovation subsidies (as a percentage of turnover) 9.1 8.2 +0.9

Year ended 31 December

Six months ended

2012 2011 30 June 2012
Average inventory turnover days® 55 45 59
Average trade receivables turnover days® 74 63 76
Average trade payables turnover days® 47 65 58

Notes:

1) Return on average shareholders’ equity is equal to the profit attributable to equity shareholders divided by the average of the beginning

and closing balance of total shareholders’ equity.

2) Average inventory turnover days is equal to the average of the beginning and closing inventory balance divided by cost of sales and

multiplied by the number of days in the year.

®3) Average trade receivables turnover days is equal to the average of the beginning and closing trade and bills receivables balance divided

by turnover (including value-added tax) and multiplied by the number of days in the year.

(4) Average trade payables turnover days is equal to the average of the beginning and closing trade and trade bills payables balance
divided by costs of sales and multiplied by the number of days in the year.
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Chairman’s Statement

To all shareholders,

| am pleased to present the annual results
of China Lilang Limited (the “Company”)
and its subsidiaries (collectively the
“Group” or “China Lilang”) for 2012.

2012 had been a challenging year for the development of
menswear industry in China. The debt crisis facing by
many of the world’s leading economies continued to
cloud the global economy and created great challenges
for China’s economic development. In the same year,
China’s economy grew at its slowest pace in 13 years,
easing to 7.8% for the year. The country’s GDP had also
extended the downward trend for the seventh consecutive
quarter on a quarterly basis, with the retail consumer
sector taking the brunt of it.

Regarding the market environment of the industry, heavy
discounts were offered by some of the menswear brands
during the year. However, as a leading brand in China’s
menswear industry, China Lilang values its brand image
and did not follow its peers in aggressive pricing. The
Group'’s turnover during the year was inevitably affected.

Despite the challenging business environment and
uncertain prospects, the Group remains confident in the
enormous potential of the menswear market in China.
Therefore, we continued to analyze the situation and
cautiously adjust our business strategy according to
market dynamics with a positive attitude, aiming to
enhance our core strengths and retain sufficient
resources for a sustainable and healthy development in
the long run.

In 2012, the Group’s business was generally stable.
Turnover increased by 3.2% from previous year to
RMB2,793.4 million, and profit attributable to shareholders
maintained at the similar level of RMB626.8 million. The
Board of directors proposed a final dividend of HK19
cents per share and a special final dividend of HK6 cents
per share. Taking into account the interim dividend of
HK13 cents per share and the special interim dividend of
HK6 cents per share paid, total annual dividend payout
ratio was 67.8%.

As one of the leading menswear enterprises in China, we
strongly believe that a prominent brand image is integral
to our corporate core value as it enables the Group to
thrive in the rapidly changing market environment and
withstand market changes.

In 2012, the Group continued to further strengthen its
brand image through its retail stores, marketing
promotions and products. We are pleased to renew the
contract with Mr. Chen Dao Ming (0 0 [0) as the
spokesperson for the “LILANZ” brand. A new “LILANZ”
TV commercial featuring Mr. Chen Dao Ming was taken in
New York, which was then broadcasted, validating China
Lilang’s “Simple yet Sophisticated” (0 O O 0O 0O O) brand
image.

Despite the challenging operating environment, we
believe investment in store image is beneficial to the long-
term development of our brand. Therefore, we introduced
a new third-generation image for our “LILANZ” retail
outlets as planned during the year, aiming to enhance
store image and drive sales growth. In addition to the
self-operated flagship store located in the headquarter in
Jinjiang City, the two self-operated “LILANZ” flagship
stores of the Group located in Xian and Zhengzhou had
begun pilot operation in late 2012.

We continued to market China Lilang’s brands and
apparel to target consumers via different promotional
channels, aiming to attract more customers, increase
customer loyalty, and enhance China Lilang’s position in
the fashion sector. During the year, the Group had made
continuous advertising investment in both traditional and
emerging media platforms covering various Chinese
cities. These media included CCTV, popular fashion
magazines and the internet. To maximize brand exposure
and enhance brand awareness, the Group also used
billboard advertising at the Shanghai Honggiao
International Airport and the Bangkok airport in Thailand,
targeting frequent travellers with high spending power.
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The Group is dedicated to providing new designs and
high quality to our consumers, so as to enhance its brand
image and add value to its products. During the year, the
Group has received a number of industry honors as
recognitions of its efforts in enhancing design and brand
image. Several awards were given to our core brand
“LILANZ”, including the “JackeThe 8th China National
Garment Association Award — Public Award (0 00 (] [
00o000ooooon)r, “2012 China Branding Award
— Best Creative Design Award (D 0000000000
gooooog)?, “Top 10 China Most Valuable Private
Menswear Brands (OO0 000000 OO0OOO),
“Top 100 China Most Valuable Private Brands (0 O O O
00000000)”under the Hurun Brand List (O O 0 O
), and “The 7th Asia’s 500 Most Influential Brands of the
year 2012 (O O O O 5000)".

Looking ahead, the steady economic growth and
continuing urbanization in China will remain the major
driving forces to improve national income and living
standard. Although challenges from both external and
internal environments as well as volatile Chinese economy
have taken a toll on our industry in the short run, long-
term development of the menswear market in China will
sustain.

As one of the pioneers in menswear industry, China
Lilang will rise to the challenges and take this opportunity
to strengthen our competitive edges. In 2013, by focusing
on consolidating the leading position and strengthening
the competitiveness of its brands, improving its retail
channel management, adhering to its sales and marketing
strategies and capitalizing on its unique product designs
and development capabilities, and strengthening its
supply chain management to improve its product quality
and offer more value for money, the Group will endeavor
to seize business opportunities and meet the challenges
ahead, and bring generous returns to its shareholders.
Assuming the business environment continues to improve
in the coming years, the Group is confident in achieving
stable growth in 2014.

The achievements of China Lilang are attributable to the
concerted efforts of our team and continued support from
our shareholders, staff and business partners. We will
continue to work diligently and weather the forthcoming
difficulties to deliver satisfactory performance in 2013.

Wang Dong Xing
Chairman

13 March 2013
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Management Discussion And Analysis

Industry overview

In 2012, the global politics and economy were volatile.
Although the European debt crisis abated in the first half
of the year, various countries around the world entered
into election period and the United States faced its fiscal
cliff in the second half of the year. All these made the
market prospect uncertain. Under the shadow of various
external factors, China experienced the slowest economic
growth since 1999.

As the economic growth momentum moderated and
prospect remained uncertain, consumer sentiment was
adversely affected. The Consumer Confidence Index
trended down and dipped to a year low in July. Moreover,
the unfavorable weather such as a rainy spring and
summer and a short autumn also significantly decelerated
the sales growth of menswear in 2012. The aggressive
discount offered by some of the menswear brands during
the year impacted the Group’s turnover.

As one of the leading menswear enterprises in China,
China Lilang Limited (the “Company” or “China Lilang”)
always closely monitors the changes in the market
environment. In 2012, the Group promptly and prudently
adjusted its operating strategy to cope with the abrupt
changes in the market. In view of the uncertain prospects,
the Group revised the ordering arrangement with the
distributors earlier last year and duly adjusted its annual
store opening plan as precautions to control risks, in
particular, to reduce the risk of overstocking in the sales
channel, and flexibly coped with market changes together
with distributors. Furthermore, as the industry is currently
undergoing adjustment, the Group conducted more
training for its distributors, enhanced its retail and supply
chain management, up-graded the store image and
continued its investment in research and development to
strengthen its competitive edge.

Although the Company had implemented a number of
measures to enhance competitive advantages and
minimize the impact of the market environment on sales,
the industry remained under severe pressure from the
harsh market conditions and the unfavourable weather.
As a result, the Group cancelled some of the winter
orders after discussion with its distributors. In addition,
the Chinese New Year came in February in 2013, later
than in 2012, and thus postponed the festive shopping
season. More winter products were delivered in January
2013, affecting the sales of 2012. The overall performance
was below expectation.

Financial review

For the twelve months ended 31 December 2012, profit
attributable to equity shareholders was RMB626.8 million,
representing a slight increase of 0.6% as compared to
RMB623.1 million for the previous year. Impacted by the
consumer market environment and weather conditions,
some of the winter orders had been cancelled. In
addition, since more of the winter orders were delivered
in January 2013, sales growth of the Group’s two brands
“LILANZ” and “L2” for 2012 decelerated significantly.
However, the Group’s dedicated efforts to streamline the
supply chain paid off as its gross profit margin rose to the
target level despite the inventory provision. In addition, at
the beginning of the year, the Group started controlling
the distributors’ sales order volume and strictly monitored
the levels of ordering and inventory. Although the channel
inventory level was higher than that of previous years, it
was still a relatively healthy level compared to the peers.

Turnover

For 2012, turnover increased by 3.2% to approximately
RMB2,793.4 million, as compared to RMB2,708.0 million
for the previous year. The slowdown of turnover growth
was attributed to the impact of the macroeconomic
situation and weather factors on the sales of the Group’s
products. The impact was more pronounced in the
second half. On a seasonal basis, retail sales in the
spring and summer were dragged down by the rainy
weather. This, together with a short autumn, intensified
the aggressive discounts offered by some of the
menswear brands in the second half of the year. These
exerted pressure on the sales channel and affected the
execution of the winter orders. To ensure that the channel
was in a healthy position, the Group cancelled part of the
winter orders which were worth approximately RMB140.0
million in sales value after discussion with distributors. In
addition, as the Chinese New Year was in February in
2013, there were more of the winter orders delivered in
January 2013, resulting in a year-on-year decrease in
sales in the second half of 2012. For the full year, the
overall sales volume and average selling price of the
Group slightly increased by 1.0% and 1.8% respectively.
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Sales of the core brand “LILANZ” for the year amounted
to RMB2,586.7 million, up slightly by 0.3%. In spite of
such a challenging economic environment, the Group still
attaches great importance to brand positioning and the
profitability of the distributors and thus insists on
maintaining a consistent pricing and retail discount
policy. As a result, sales for the year were slower. Sales
volume dropped by 2.7% year-on-year, while the average
selling price increased slightly by 3.1% to RMB228 due to
a change in product mix.
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The sub-brand “L2” has been more sensitive to the
macroeconomic situation and also the competition from
international brands due to its positioning as a fashion
brand for young consumers and that it operates relatively
more stores in the first- and second-tier cities. In view of
this situation, the Group carefully reviewed the product
positioning strategy of “L2” and reformulated its product
lines by focusing on trendy casual wear and scaling down
the product lines for work and party. The average price of
“L2” decreased by 2% due to a change in product mix.
Turnover of “L2” for the year went up by 50.5% to
RMB194.1 million due to a low base figure for the
previous year.

For 2012, sales of “LILANZ” and “L2” accounted for
approximately 92.6% (2011: 95.2%) and 6.9% (2011:
4.8%) respectively of the total turnover.

Among all product categories, tops remained as the main
product category by sales, accounting for 70.8% (2011:
72.2%) of total turnover. However, its sales only recorded
a slight increase of 0.6% because of the relatively higher
inventory of 2011 autumn and winter collections at the
sales channels. During the year, the Group continued to
improve the fabric and quality of trousers. As a result,
sales and average price of trousers recorded better

T
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Management Discussion And Analysis (continued)

growth rates of 9.6% and 6.0% respectively. Sales of
accessories increased by 33.5% and accounted for 5.6%
(2011: 4.3%) of total turnover. Among the accessories,
sales of shoes doubled.

Turnover by Region

Eastern China region and Central and Southern China
region continued to be the major contributors of the
Group'’s turnover and together accounted for 58.7%
(2011: 59.7%) of the total turnover and 52.9% (2011:
52.8%) of the total number of stores in aggregate. Central
and Southern China region and North Western China
region recorded the fastest growth in sales for the year,
and still maintained a double-digit sales growth despite
the current economic environment. In particular, North
Western China had the highest sales growth. The number
of stores in the region increased by 28 or 11.7%, and the
sales there rose by 22.1% during the year. Eastern China

was more affected by the slowdown in retail consumption.

This, coupled with the abnormal rainfall in the first half of
the year, led to a 5.6% decrease in sales in the region.
For Northern China and North Eastern China regions, as
some of the stores operated by sub-distributors had

Turnover by region for the year was set out below:

recorded unsatisfactory performance, the Group
consolidated the stores network and closed down some
of the underperforming stores in 2012. As a result, the
sales performance of the regions was affected. Aiming to
boost sales in these regions, the Group conducted
training for the frontline staff of the sub-distributors to
enhance the quality of service and store management.
Currently, the Group is also working on the product
development and design catering to the specific needs of
the customers in those regions to improve sales.

Eastern China region and Central and Southern China
region were still the largest market for the sub-brand “L2”
in 2012. Sales in these areas together accounted for
approximately 72.3% (2011: 70.6%) of the total sales of
“L2". Central and Southern China region and North
Western China region recorded the fastest growth. During
the year, the Group reconsolidated the sales network of
“L2” and focused on the expansion in four main
provinces, namely Henan, Shaanxi, Hunan and Hubei. It
is expected that the sales contribution from Central and
Southern China and North Western China regions will
continue to increase.

Year ended 31 December

2012 2011 Changes
Region RMB million % of turnover RMB million % of turnover (%)
Northern China ® 147.2 5.3% 163.4 6.0% -9.9%
North Eastern China @ 191.5 6.9% 209.1 7.7% -8.4%
Eastern China @ 928.2 33.2% 983.4 36.3% -5.6%
Central and Southern China @ 712.4 25.5% 632.2 23.4% 12.7%
South Western China © 514.2 18.4% 484.6 17.9% 6.1%
North Western China © 287.4 10.3% 235.3 8.7% 22.1%
Others 125 0.4% - - -
Total 2,793.4 100.0% 2,708.0 100.0% 3.2%

2012

Turnover by Region
RMB million
(% of turnover)

Northern China
147.2 (5.3%)

Central and
Southern China | 191.5 (6.9%)
712.4 (25.5%)

Eastern China
928.2 (33.2%)

514.2 (18.4%)

Other
12.5 (0.4%)

287.4 (10.3%)

2011

Turnover by Region
RMB million
(% of turnover)

Eastern China

983.4 (36.3%) | 235.3 (8.7%) 209.1 (7.7%)

Northern China
163.4 (6.0%)

Central and
Southern China
632.2 (23.4%) 484.6 (17.9%)
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(1) Northern China includes Beijing, Hebei, Shanxi, Tianjin and
Inner Mongolia.

2) North Eastern China includes Heilongjiang, Jilin and Liaoning.

®3) Eastern China includes Jiangsu, Zhejiang, Shanghai, Anhui,
Fujian, Shandong and Jiangxi.

(4) Central and Southern China includes Henan, Hubei, Hunan,
Guangdong, Guangxi and Hainan.

(5) South Western China includes Chongging, Sichuan, Guizhou,
Yunnan and Tibet.

(6) North Western China includes Shaanxi, Gansu, Qinghai,
Ningxia and Xinjiang.

Cost of Sales

Cost of sales increased by 1.0% to approximately
RMB1,669.3 million, from approximately RMB1,652.5
million for the previous year. Included in the amount was
inventory provision for the two brands “LILANZ” and “L2”
totaling RMB59.5 million (2011: RMB5.8 million). In line
with the Group’s policy, full provision had been made for
inventories aged more than one year. In view of special
circumstances in 2012, appropriate provision had been
made by the Group for the unsold products of the year.

To support sales growth and business development, the
Group continued to engage in a combination of in-house-
production, subcontracting arrangement (process
outsourcing) and outsourced production (OEM
purchases) when manufacturing its products. The move
aimed at achieving the highest quality, cost efficiency
and flexibility in production arrangement. The Group
maintained the original production scale during the year.
Outsourced production accounted for approximately
54.7% (2011: 50.7%) of the total cost of sales. During the
year, the Group enhanced the cost-efficiency of
outsourced production by extending the control over the
raw material suppliers for its outsourced production.

Gross Profit and Gross Profit Margin

Gross profit increased by 6.5% to RMB1,124.0 million
from RMB1,055.5 million in 2011. Gross profit margin
increased by 1.2 percentage points to 40.2% (2011:
39.0%), meeting the Group’s target for gross profit margin
improvement. The improvement in the gross profit margin
was mainly attributable to the Group’s measures to
streamline supply chain including the selection of more
cost-efficient OEM suppliers, requiring more OEM
suppliers to purchase from designated fabrics suppliers
and the change of suppliers’ payment terms. These
successfully reduced the cost of sales and improved
gross profit margin. During the year, stable raw material
cost also helped to improve gross profit and gross profit
margin.

Selling and Distribution Expenses

During the year under review, the selling and distribution
expenses amounted to RMB325.0 million, accounting for
approximately 11.6% of total turnover, representing an
increase of 1.5 percentage points. Additional spendings
were incurred for advertising and promotion as well as
training conducted for distributors.

Advertising and promotional expenses and renovation
subsidies amounted to RMB254.4 million for the year,
which accounted for approximately 9.1% of the total
turnover, up 0.9 percentage point from 8.2% for the
previous year. It was mainly because the Group started
renovating the stores in phases in the second half of 2012
to project a new store image. In addition, advertising and
promotional expenses also increased as the Group
increased its TV advertising spending during the UEFA
European Football Championship final tournament and
the Olympic Games period.

Administrative Expenses

Administrative expenses of the Group were RMB102.9
million for the year, representing an increase of RMB14.3
million and accounting for approximately 3.7% of
turnover, up 0.4 percentage point from 3.3% for the
previous year. The increase of administrative expenses is
mainly due to increased depreciation and amortization of
property, plant and equipment and computer software by
RMB4.8 million and the additional administrative
expenses for expanding the business scale of sub-brand
“L2”.

Profit from Operations

Profit from operations rose by 0.8% to RMB709.4 million
in 2012 from RMB703.7 million in 2011. The operating
margin slightly decreased from 26.0% to 25.4%.

Net Finance Income

For the year, net finance income of the Group was
RMB57.4 million, representing an increase of RMB8.3
million. Of the amount, interest income increased by
RMB21.3 million and interest expenses increased by
RMB?7.3 million.

Income Tax

The effective income tax rate for the year was 18.3%, up
from 17.2% for 2011. One of the PRC subsidiaries of the
Group has been granted an “Advanced and New
Technology Enterprise” status and is entitled to a
preferential tax rate of 15% in 2012 and 2013.
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Management Discussion And Analysis (continued)

Profit Attributable to Equity Shareholders of the
Company

For the year ended 31 December 2012, the Group
recorded a profit attributable to equity shareholders of
approximately RMB626.8 million, representing an
increase of 0.6%. Net profit margin was 22.4% (2011:
23.0%). Earnings per share were approximately RMB52.2
cents, representing an increase of 0.6% as compared to
the previous year.

The sub-brand “L2” recorded a profit after tax of RMB1.1
million (2011: approximately RMB1.7 million).

Business review
Retail and Distribution Network

Final Dividends

The Board recommended a final dividend of HK19 cents
per ordinary share (2011: HK19 cents) and a special final
dividend of HK6 cents per ordinary share for the financial
year (2011: HK6 cents), representing a total payout of
about HK$300.2 million (equivalent to approximately
RMB241.4 million). Subject to shareholders’ approval at
the forthcoming annual general meeting of the Company,
the final dividend and the special final dividend will be
paid in cash on or about 24 May 2013 to shareholders
whose names appear on the register of members of the
Company on 10 May 2013.

Changes in store numbers in different regions during the year were as follows:

Number of stores

As of Store opened Store closed As of

1 January during during 31 December

Region 2012 the year the year 2012
Northern China 306 35 27 314
North Eastern China 419 35 35 419
Eastern China 990 127 74 1,043
Central and Southern China 736 99 39 796
South Western China 577 81 19 639
North Western China 240 37 9 268
3,268 414 203 3,479
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The Group endeavors to optimize its retail and sales
network and enhance its store efficiency to foster healthy
and long term business development. During 2012, to
cope with challenges posed by the economy and industry
conditions in China, the Group scaled back the plan for
opening new shops and reconsolidated retail outlets
which had low efficiency. A total of 195 “LILANZ” retail
outlets were added during the year. As the
macroeconomic environment and competition from
foreign brands impacted “L2”, the Group reconsolidated
its sales network during the year to focus on the markets
of four provinces, namely Henan, Shaanxi, Hunan and
Hubei. A total of 16 “L2” retail outlets were added in the
year.

Eastern China and Central and Southern China regions,
which were two main contributors of the Group’s turnover,
accounted for 52.9% of the total number of stores of the
Group.

As of 31 December 2012, the number of distributors and
sub-distributors of “LILANZ” were 64 and 1,472
respectively, operating a total of 3,227 “LILANZ” retall
outlets, of which 1,069 retail outlets were directly operated
by distributors and 2,158 retail outlets by their sub-
distributors. The retail outlet network comprised 2,295
stand-alone stores and 932 concession counters in
department stores. The total area of the retail outlets was
approximately 359,000 square meters (2011: 326,000
square meters), representing an increase of about 10%.

By the end of December 2012, “L2” had 252 retail outlets,
of which 170 were in Eastern China and Central and
Southern China regions. Stores in the two regions
accounted for 67.5% of the total number of stores. “L2”
had 41 distributors (16 of whom were also the distributors
of “LILANZ") and 68 sub-distributors. There were 170
retail outlets directly operated by distributors and the
other 82 retail outlets were operated by their sub-
distributors. The store network consisted of 155 stand-
alone stores and 97 concession counters in department
stores. The total area of retail outlets was approximately
26,700 square meters (2011: 25,300 square meters),
representing an increase of about 6%.

The Group has made steady progress in opening mega
stores with sizes of 300 to 500 square meters. During the
year, a total of six mega stores were opened, of which
one is located in Shanghai, one in Kunming (a provincial

capital city), three in prefecture-level cities in Zhejiang,
Yunnan and Jiangsu, and one in county-level city in
Shaanxi. The self-operated flagship stores in Xian and
Zhengzhou had begun pilot operation in late 2012.

In view of the increasing popularity of online sales in
China market, the Group paid extra attention to the
development of E-channel. During the year, the Group
continued to make use of its online sales platform to sell
“LILANZ” and “L2” products. The products and their
prices on the online sales platform are the same as those
in the retail outlets except for out-of-season products.

Sales Channel Management

Under such challenging economic environment, sales
channel management is more important than ever. During
the year, the Group conducted intensive training for the
distributors and their management teams. The training
programs covered retail management, franchise and
chain stores business management, and methods of
coping with the dynamics of the changing market, in
order to improve and enhance the management of the
retail channels.

At the same time, the Group recognizes the importance
of retail management to the healthy expansion and
development of the business and is also aware of
investment market's concern regarding retail channel
control and retail inventory management of apparel
enterprises which are operating under a distribution
model. In view of this, the Group continues to make every
effort to strengthen the day-to-day control over its sales
channel. The Group embarked on developing software
systems since late 2009 for accessing the sales and
inventory records of each retail outlet online. By the end
of 2012, all the retail outlets except those in department
stores were connected online. This enables the Group to
obtain point of sales data accurately and in a timely
manner so that it can address specific problems
promptly, and also help the research and development of
products meeting market needs better.

In regard to the retail inventory management, the Group
encourages distributors to operate one to two discount
stores in each province, to have inventory clearance sales
in stores for about 30 days before their formal opening or
renovation, and to organize temporary promotion counters
in department stores at the end of seasons to actively
clear inventories.
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Management Discussion And Analysis (continued)

Marketing and Promotion

One of the most valuable assets of the Group is its brand
names. Prominent brand image and unique brand identity
add value to the brand names and products of the Group,
which would help to consolidate the leading position of
the Group in the business casual menswear market in
China. The Group adopted effective and targeted
marketing strategies after evaluating the effectiveness of
different advertising channels. During the year, the Group
continued to make its store image upgrade an integral
part of its brand promotion, and combined the store
image upgrade with targeted marketing activities to
maximize the promotional effect, and in turn enhance its
brand image.

The Group regards its stores as an important channel for
advertising and enhancing brand image. In the second
half of 2012, the Group introduced a new third-generation
store image and subsidized distributors to renovate the
retail outlets in phases, so as to unify and upgrade the
Group'’s store image. Based on a “bamboo leaf” concept,
the store front, interior wall and other decorating
accessories are fashionably and elegantly designed.
High-end metallic materials and bright lighting effects
were used to showcase the display products in a simple
yet elegant style. In addition, the third-generation design
has further made use of island display cabinets for
displaying products such as shoes and accessories for
sale with an aim to improve sales efficiency. The Group
finished renovating about 280 retail outlets in the second
half of 2012, and plans to renovate 700 to 800 retail
outlets in 2013. It is expected that the whole renovation
project for all retail outlets will take about three and a half
years to finish and will be completed by 2015.

During the year, the Group launched various promotional
activities to strengthen its brand image, including
increased spending on advertising on CCTV during UEFA
European Football Championship final tournament held in
June and the Olympic Games held in July/August. The
Group also made a new “LILANZ” TV commercial in New
York which was first released in the second half of 2012.

LILANZ

%Y FEe
SIMPLE YET SOPHISTICATED

www.lilanz.com

In addition to regular promotions and advertising
activities, including advertising on CCTV, magazines and
online, as well as billboards at Shanghai Honggiao
Airport, the Group also placed “LILANZ” billboards at the
Bangkok airport, targeting outbound-travelling consumers
with high spending power. The Group expects to continue
to invest moderately in advertising and promotions in
2013.

The famous mainland China movie and TV star, Mr. Chen
Dao Ming (O O ), renewed his contract with the Group

in late 2012 to remain the spokesperson for the “LILANZ”
brand to accentuate the brand image.

12 China Lilang Limited Annual Report 2012



Design and Product Development

The Group believes that product design and quality are
the keys to a successful brand, and thus always attaches
great importance to product style and quality. Adhering
to this philosophy, the Group has committed to achieving
excellence through continuous research, design and
development of new products over the years, focusing on
fashionable and simple style with innovative product
designs to become the trend-setter in the business casual
menswear market in China. In addition, the Group also
strives to enhance the products’ value for money by
improving the garment fabrics used in its products.

The brand image and product design of the Group has
been well recognized in the industry. During the year, the
Group’s core brand “LILANZ” was honored with several
brand and design awards, including the “JackeThe 8th
China National Garment Association Award — Public
Award (D OO 000000 OOOOONO)" “2012 China
Branding Award — Best Creative Design Award (0 [
O0oo0oooooooooooog)r, “Top 10 China
Most Valuable Private Menswear Brands (U 0 OO0 00O 0O
0000000)"and “Top 100 China Most Valuable
Private Brands (00 0 OO0 0O OO OO O)” under the
Hurun Brand List (O 0 0O 0 0O), and “The 7th Asia’s 500
Most Influential Brands of the year 2012 (O O O 0 50001 )",
which affirmed the Group’s achievement in fashion design
and building brand image after years of dedication, and
its leading position in China’s menswear industry.

Currently, “LILANZ” has a product design and
development team of over 100 staff in Jinjiang, and a
product design and development team of about 35
employees for the sub-brand “L2” in Shanghai. In order to
enhance the product research and development
capability and keep abreast of market needs, the Group
has established a product planning department during
the year under review, which carries out market research
to support product design planning, so as to offer
products that satisfy the market demand well. It is
expected the product planning department on research
and design will begin to yield results as the 2013 spring
and summer collections are launched into market.

Trade Fairs

The 2013 spring and summer trade fairs of “LILANZ” and
“L2” were held in September 2012. Impacted by the
difficult retail environment and a higher inventory level
which resulted from the rainy spring and summer in 2012,
the total order value of the core brand “LILANZ”
decreased by 9%, while its average selling price
achieved a low single-digit increase. The total order value
of the sub-brand “L2” rose by 17% year-on-year, but the
average selling price of its 2013 spring and summer
collections will decrease year on year due to the
adjustment of its product lines. Delivery of orders for the
spring and summer collections commenced in January
2013.

The 2013 autumn trade fairs will be held from mid-March
to early April. In view of the relatively high channel
inventory level from autumn 2012 as compared to the
previous year, the Group expects the orders of 2013
autumn trade fairs to decrease year-on-year.

Production and Supply Chain

The Group’s production plants are located at Wuli and
Changting, Fujian Province, and have a total gross floor
area of approximately 42,000 square meters. Presently,
there are 80 production lines. The production plants
achieved an average utilization rate of over 90% during
the year.

During the year, the Group strengthened cooperation with
its fabrics suppliers to further control production costs
while maintaining the uniqueness of fabrics for the
products. At the same time, the Group put more efforts in
controlling the raw material procurement for outsourced
production and required more OEM suppliers to purchase
from designated fabrics suppliers. The Group also shifted
more production orders from subcontracting arrangement
to outsourced production so as to increase flexibility in
production and uplift its production capacity to meet
replenishment orders.

The Group’s long-term strategy in respect of production
and supply chain management is to strengthen
cooperation with its OEM suppliers. By optimizing
production flexibility and enhancing its production
capacity to meet replenishment orders, the Group plans
to further reduce the proportion of orders received from
trade fairs in 2014 to better control the risk of excessive
inventory at the sales channel.
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Management Discussion And Analysis (continued)

Prospects

In 2013, the business environment of apparel retail
industry in China remains challenging. In situations where
uncertainties exist in the macro-economy, the
consumption and retail market is filled with risks and
opportunities. As one of the leading menswear enterprises
in China, China Lilang still believes in the importance of
brand building to the healthy development of an
enterprise in the long run. Therefore, the Group continues
to implement prudent and flexible operation strategy and
adhere to its brand positioning by avoiding aggressive
discount. In 2013, the overriding objectives of the Group
are to enhance the competitiveness of its brands and
ensure the viability of its sales channels. The Group will
also continue to invest in research and development and
strengthen its supply chain management to further
improve its product quality and produce products which
are better value for money to gear up for long-term
development.

As the channel inventory levels for the spring, summer
and autumn of 2012 are relatively high as compared to
previous years, the Group expects that the sales for 2013
will be affected. Moreover, since the Group encourages
its distributors to speed up their destocking process, the
total order value of the autumn trade fair starting mid-
March of 2013 is expected to decrease. However,
assuming that the overall business environment does not
deteriorate, the Group is confident that the situation for
the 2013 winter trade fair will stabilize after the adoption
of various measures.

In addition, China Lilang will continue to set its pace for
store opening according to market conditions. To reduce
the risk of excessive store expansion, the Group will not
aggressively increase the number of stores until there is
obvious improvement in the macroeconomic environment.
For “LILANZ”, the target number of store openings is 200
to 300 for 2013, and it is also expected that about 200
stores with low efficiency will be closed during the year.
Regarding “L2”, the Group will continue to adjust its store
network and focus on the major markets in four provinces
with growth potential, namely Henan, Shaanxi, Hunan and
Hubei. The Group has set a target of opening about 70 to
90 “L2” stores in 2013 and also expects that about 50
stores with low efficiency will be closed during the year.
When choosing locations for new “L2” stores, the Group
intends to form partnership with shopping mall operators
and open stores in those shopping malls with high
consumer traffic in order to boost store sales.

The Group will continue to enhance the competitiveness
of its brands. The store renovation plan to project the new
third-generation store image in the second half of 2012
for “LILANZ” will continue and will be carried out in
another 700 to 800 stores in 2013. At the same time, in
order to provide the best services and products for
consumers, the Group will continue to arrange training on
retail management for distributors, and to allocate more
resources to product research and development.
Specifically, it will add more staff for fabric research and
development and will strengthen cooperation with
suppliers.

In view of the uncertainties facing the industry, the Group
will postpone the construction of the proposed new
headquarters in Jinjiang, Fujian until macro-economic
environment improves.

Despite the difficult business environment, China will stay
on track for economic growth and its accelerating
urbanization will continue to increase the people’s
income. These developments will support the steady
growth of the country’s domestic consumption. The
demand for fashionable and branded high-quality
products will remain robust. As a leading business casual
menswear enterprise in China, the Group is still confident
about the long-term growth potential of the menswear
industry in China.
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To capture growth opportunities in the long run, the Group will continue to enhance its brand image and product
design, and improve the management of its retail channels and their inventory. These measures will aim at
consolidating China Lilang’s leading position in the challenging market. The Group has geared up for long-term and
healthy development in order to realize sustainable growth and reward its shareholders, employees and customers for
their support.

Liquidity and financial resources

Cash Flow
Year ended 31 December

2012 2011
RMB million RMB million
Net cash generated from operating activities 557.6 233.6
Capital expenditure (63.7) (157.5)
Free cash inflow 493.9 76.1
Cash and bank balances (including pledged bank deposits) 1,816.7 1,245.0

As at 31 December 2012, the Group'’s total cash and bank balances were held in RMB (98.8%), HKD (1.1%) and USD
(0.1%).

As at 31 December 2012, cash and cash equivalents of the Group amounted to RMB1,242.8 million (placements of
fixed deposits and pledged deposits held at banks with maturity over 3 months totalling RMB100.0 million and
RMB470.0 million respectively were regarded as investing activities in the consolidated cash flow statement),
representing an increase of RMB1.8 million as compared with the cash and cash equivalents balance of RMB1,241.0
million as at 31 December 2011. This was mainly attributable to:

° Net cash inflows from operating activities amounting to RMB557.6 million.

o Net cash outflows from investing activities amounting to RMB570.8 million, comprising mainly increases in
placements of fixed deposits and pledged deposits held at banks with maturity over three months by RMB100.0
million and RMB470.0 million respectively, and capital expenditure for property, plant and equipment,
construction in progress, lease prepayments and intangible assets totalling RMB63.7 million.

° Net cash inflows from financing activities amounting to RMB15.2 million, mainly attributable to the proceeds from
secured bank loans totalling RMB443.7 million less the payments of final dividend and special final dividend
totalling RMB241.4 million in respect of the year ended 31 December 2011, and the interim dividend and the
special interim dividend totalling RMB183.4 million in respect of the year ended 31 December 2012.
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Capital commitments and

contingencies

As at 31 December 2012, the Group had total capital
commitments of RMB257.2 million, primarily related to the
development of ERP system and the proposed
construction of a new headquarters.

These capital commitments are expected to be financed
by internal resources of the Group.

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

Financial management policies
The Group continues to control financial risks in a prudent
manner. The functional currency of the Company is the
Hong Kong Dollar and the Company’s financial
statements are translated into Renminbi for reporting and
consolidation purposes. Foreign exchange differences
arising from the translation of financial statements are
directly recognized in equity as a separate reserve. As
the Group conducts business transactions principally in
Renminbi, the exchange rate risk at the Group’s
operational level is not significant. Accordingly, the Group
does not employ any financial instruments for hedging
purposes.

Human resources

As at 31 December 2012, the Group had 2,900 staff. Total
staff costs for the year amounted to approximately
RMB146.1 million (2011: RMB129.8 million).

The Group places great emphasis on recruiting and
training quality personnel. We recruit talents from
universities and technical schools and provide pre-
employment and on-going training and development
opportunities to our staff members. The training programs
cover areas such as sales and production, customer
services, quality control, sales fairs planning, workplace
ethics and training of other areas relevant to the industry.

The Group offers competitive remuneration packages to
our employees based on factors such as market rates,
responsibility, job complexity as well as the Group’s
performance. The Group has also adopted a share option
scheme to recognize and reward the contribution of the
employees to the growth and development of the Group.

Closure of register of members
The register of members will be closed from Thursday,
2 May 2013 to Friday, 3 May 2013 (both days inclusive)
for the purpose of determining shareholders who are
entitled to attend and vote at the 2013 annual general
meeting (2013 AGM”). In order to qualify for attending
and voting at the 2013 AGM, all transfers accompanied
by the relevant share certificate must be lodged with the
Company'’s share registrar and transfer office,
Computershare Hong Kong Investor Services Limited at
Shops 1712-1716, 17/F., Hopewell Centre, 183 Queen’s
Road East, Wanchai, Hong Kong not later than 4:30 p.m.
on Tuesday, 30 April 2013.

In addition, subject to the approval of the proposed final
dividend and the special final dividend by the
shareholders at the 2013 AGM, the register of members
will be closed from Thursday, 9 May 2013 to Friday,

10 May 2013 (both days inclusive) for the purpose of
determining shareholders who qualify for the proposed
final dividend and special final dividend. In order to
qualify for the proposed final dividend and special final
dividend, all transfers accompanied by the relevant share
certificate must be lodged with the Company’s share
registrar and transfer office, Computershare Hong Kong
Investor Services Limited at Shops 1712-1716, 17/F.,
Hopewell Centre, 183 Queen’s Road East, Wanchai,
Hong Kong not later than 4:30 p.m. on Wednesday,

8 May 2013.
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Corporate Governance Report

The Board is firmly committed to compliance of statutory and regulatory corporate governance standards and
adherence to the principles of corporate governance emphasizing transparency, accountability and integrity. Policies
and practices on corporate governance are reviewed on a regular basis and as required to ensure that they remain
appropriate and compliance with legal and regulatory requirements.

The Company complied with the code provisions of the Code on Corporate Governance Practices (the “Former Code”,
formerly set out in Appendix 14 to the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules™)) during the period from 1 January 2012 to 31 March 2012 and of the Corporate
Governance Code and Corporate Governance Report (the “New Code”, the new edition of the Code on Corporate
Governance Practices, which came into effect on 1 April 2012) during the period from 1 April 2012 to 31 December
2012.

(A) Board of directors
The Board is responsible for governing the Company and managing assets entrusted by the shareholders. The
Directors recognize their collective and individual responsibility to the shareholders and perform their duties
diligently to achieve positive results for the Company and to maximize returns for shareholders.

The Board currently comprises seven Executive Directors and four Independent Non-executive Directors:

Executive Directors

Mr. Wang Dong Xing (Chairman)
Mr. Wang Liang Xing

Mr. Wang Cong Xing

Mr. Cai Rong Hua

Mr. Hu Cheng Chu

Mr. Wang Ru Ping

Mr. Pan Rong Bin

Independent Non-executive Directors

Dr. Lu Hong Te

Mr. Chen Tien Tui

Mr. Nie Xing

Mr. Lai Shixian (appointed on 13 December 2012)

Their biographical details and (where applicable) their family relationships are set out in the section headed
“Biographical Details of Directors and Senior Management” on pages 26 to 30 in the annual report. A list of the
Directors identifying their role and function and whether they are Independent Non-executive Directors are
available on the Company’s website.

The principal responsibilities of the Board include the formulation of the Group’s business strategies and
management objectives, supervision of the management and evaluation of the effectiveness of management
strategies. Day-to-day management of the Group’s businesses is delegated to the Executive Directors or senior
management. The functions and power that are so delegated are reviewed periodically to ensure that they remain
appropriate. Matters reserved for the Board include those affecting the Group’s overall strategies, budget and
plans, publication of financial statements, dividend policy, appointment of members to the various Board
Committees and major investments.
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To comply with the requirements under the New Code in respect of corporate governance functions, the Board is
also responsible for developing, reviewing and monitoring the policies and practices on corporate governance
and legal and regulatory compliance of the Group, and the training and continuous professional development of
directors and senior management. The Board also reviews the disclosures in the Corporate Governance Report
to ensure compliance.

All Board members have separate and independent access to the Group’s senior management to fulfill their
duties. Independent professional advice can be sought to assist the relevant Directors to discharge their duties
at the Group’s expense upon their request.

All Directors are required to declare to the Board upon their first appointment, the directorships or other positions
they are concurrently holding at other companies or organizations. These interests are updated on an annual
basis and when necessary.

Directors’ and Officers’ Insurance
The Company has arranged appropriate insurance cover in respect of potential legal actions against its Directors
and officers.

Directors’ Continuous Training and Professional Development

Each newly appointed Directors is given necessary induction and information to ensure that he has a proper
understanding of the Company’s operations and businesses as well as his responsibilities under the relevant laws
and regulations.

Since 1 April 2012, all Directors are provided with monthly updates on the Company’s performance and financial
position to enable the Board as a whole and each Director to discharge their duties. In addition, briefings and
updates on the latest development regarding the Listing Rules and other applicable regulatory requirements are
provided to the Board during Board meetings to ensure compliance and enhance their awareness of good
corporate governance practices.

All Directors are also encouraged to participate in continuous professional development to develop and refresh
their knowledge and skills. According to the records provided by the Directors, a summary of training received by
the Directors during the period from 1 April 2012 to 31 December 2012 is as follows:

Types of continuous
professional development
Directors programmes

Executive Directors

Mr. Wang Dong Xing A
Mr. Wang Liang Xing A
Mr. Wang Cong Xing A, B
Mr. Cai Rong Hua A, B
Mr. Hu Cheng Chu C
Mr. Wang Ru Ping B
Mr. Pan Rong Bin A

Independent Non-executive Directors

Dr. Lu Hong Te B
Mr. Chen Tien Tui B
Mr. Nie Xing D
Mr. Lai Shixian (appointed on 13 December 2012) N/A
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Corporate Governance Report (continued)

Notes:

A: Attending seminars/workshops in retail, franchise and chain stores management.
B: Attending seminars on corporate governance matters.

C: Attending forum relating to brand management.

D: Reading seminar materials and updates relating to corporate governance matters.

Chairman and Chief Executive Officer

The Chairman of the Board, Mr. Wang Dong Xing, is responsible for the overall management of and leadership
for the Board and ensuring that good corporate governance practices and procedures are established. He is
also responsible to ensure all Directors receive adequate information in a timely manner and are properly briefed
on issues arising on board meetings. During the year, the Chairman had one meeting with the Independent
Non-executive Directors without the Executive Directors present.

The Chief Executive Officer, Mr. Wang Liang Xing, is responsible for managing the day-to-day operations of the
Group’s business.

The Company has kept these roles separated and distinctive as this ensures better checks and balances and
hence better corporate governance.

Independence of Independent Non-executive Directors

Currently, the four Independent Non-executive Directors have extensive experiences in apparel industry and
consumer market in China, who bring with them expertise in different areas. The role of the Independent Non-
executive Directors is to provide independent and objective opinions to the Board, giving adequate control and
balances for the Group to protect the overall interests of the shareholders and the Group. The Independent
Non-executive Directors are expressly identified as such in all corporate communications that disclose the names
of Directors.

Each Independent Non-executive Director has submitted annual confirmation of his independence to the
Company pursuant to rule 3.13 of the Listing Rules. Based on the contents of such confirmations, the Company
considers that all of the Independent Non-executive Directors are independent.

Board Committees

To cover particular aspects of the Company'’s affairs and to assist in the execution of its responsibilities, the
Board has established Audit Committee, Remuneration Committee and Nomination Committee. Each of the
Committees is delegated by the Board with specific roles and responsibilities and reports to the Board on matters
discussed and their findings. Their terms of reference are available on the Company’s website.

All Committees are provided with sufficient resources to discharge their duties, including access to management
or professional advice if considered necessary.

(i) Audit Committee
The Audit Committee comprises three Independent Non-executive Directors, namely Mr. Nie Xing, Dr. Lu
Hong Te and Mr. Lai Shixian. The Chairman of the Audit Committee is Mr. Nie Xing, whose expertise in
financial planning and analysis, management, investment and corporate financing enables him to provide
leadership for the Committee.

The principal responsibilities of the Audit Committee are to review and supervise the financial reporting
process and internal control system of the Group. These include reviewing the Group’s interim and annual
reports.
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(ii)

(iii)

The Audit Committee had two meetings during the year ended 31 December 2012. During the meetings,
the Audit Committee had considered internal control review findings, the annual report of the Group for the
year ended 31 December 2011 and the interim report of the Group for the six months ended 30 June 2012,
as well as the reports prepared by the external auditor covering major findings in the course of its
audit/review.

Remuneration Committee

The Remuneration Committee comprises two Independent Non-executive Directors and one Executive
Director, namely Mr. Chen Tien Tui, Mr. Nie Xing and Mr. Wang Cong Xing. Starting from 13 February 2012,
Mr. Chen Tien Tui has replaced Mr. Wang Cong Xing as the Chairman of the Remuneration Committee.

The principal responsibilities of the Remuneration Committee are to review and make recommendations to
the Board on the overall remuneration structure and policy as well as the specific remuneration packages

for the Directors and senior management and on the establishment of a formal and transparent process for
developing such remuneration policy. No director will take part in any discussion on his own remuneration.

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

During the year ended 31 December 2012, the Remuneration Committee held one meeting to discuss and
approve for recommendation to the Board the bonus (if any) for the year ended 31 December 2011 and
salary adjustments (if any) for the year ended 31 December 2012 of Executive Directors and senior
management.

Details of Directors’ and senior management’s remuneration are set out in notes 8 to 10 of the financial
statements.

Nomination Committee

The Nomination Committee was established on 13 February 2012 and comprises one Executive Director
and two Independent Non-executive Directors, namely Mr. Wang Dong Xing, Dr. Lu Hong Te and Mr. Chen
Tien Tui. Mr. Wang Dong Xing is the Chairman of the Nomination Committee.

The principal responsibilities of the Nomination Committee are to review the structure, size and composition
of the Board on a regular basis and as required to ensure that it has a balance of expertise, skills and
experience appropriate to the requirements of the business of the Group. It is also responsible to consider
and recommend to the Board suitably qualified persons to become a member of the Board, monitor the
succession planning of Directors and assess the independence of Independent Non-executive Directors.

During the year ended 31 December 2012, the Nomination Committee held one meeting to consider and
approve for recommendation to the board the appointment of Mr. Lai Shixian as an additional Independent
Non-executive Director. The Committee considered the current size and composition of the Board to be
sufficient to meet the Company’s business needs.
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Corporate Governance Report (continued)

Board Proceedings

Regular board meetings are held at quarterly intervals with additional meetings convened as and when necessary
to discuss the overall strategic directions, the Group’s operations, financial performance, and to approve interim
and annual results and other significant matters. For regular meetings, Board members are given at least 14 days
prior notice and agenda with supporting papers are sent to Directors not less than 3 days before the relevant
meeting is held. Directors may propose to the Chairman or the Company Secretary to include matters in the
agenda for regular board meetings.

Directors are requested to declare their direct or indirect interests, if any, in any proposals or transactions to be
considered by the Board at board meetings and abstain from voting in favour of the related board resolutions as
appropriate.

Minutes of meetings of the Board and Board Committees are kept by the Company Secretary in sufficient details
the matters considered and decisions reached, including dissenting views expressed, and are open for
inspection on reasonable notice by any Director. Draft and final versions of minutes are sent to all Directors for
their comments and records respectively within a reasonable time after the board meeting is held.

All Directors have access to the advice and services of the Company Secretary with a view to ensuring the Board
procedures are followed.

Meetings

The attendance of individual Directors at board meetings, Audit Committee meetings, Remuneration Committee
meeting, Nomination Committee meeting and Annual Meeting held during the year ended 31 December 2012 are
set out below:

Audit Remuneration Nomination

Board Committee Comnmittee Committee Annual
Meetings Meetings Meeting Meeting Meeting
No. of meetings held during the year
ended 31 December 2012 5 2 1 1 1
Executive Directors
Mr. Wang Dong Xing 5 N/A N/A 1 1
Mr. Wang Liang Xing 4 N/A N/A N/A -
Mr. Wang Cong Xing 5 N/A 1 N/A 1
Mr. Cai Rong Hua 5 N/A N/A N/A -
Mr. Hu Cheng Chu 4 N/A N/A N/A 1
Mr. Wang Ru Ping 4 N/A N/A N/A 1
Mr. Pan Rong Bin 5 N/A N/A N/A -
Independent Non-executive Directors
Dr. Lu Hong Te 5 2 N/A 1 -
Mr. Chen Tien Tui 5 1 1 1 1
Mr. Nie Xing 5 2 1 N/A 1
Mr. Lai Shixian (appointed on
13 December 2012) N/A N/A N/A N/A N/A
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Appointment and Re-election of Directors

Each of the Executive Directors and Independent Non-executive Directors of the Company has entered into a
service contract with the Company for a specific term subject to his retirement and re-election at annual general
meeting in accordance with the Company’s articles of association.

In accordance with the Company’s articles of association, a person may be appointed as a Director either by the
shareholders in general meeting or by the Board. Any Directors appointed by the Board as additional Directors or
to fill casual vacancies shall hold office until the next following general meeting, and are eligible for re-election by
the shareholders. In addition, all Directors are required to retire by rotation at least once every three years at the
annual general meeting, and are eligible for re-election by the shareholders.

Securities Transactions by Directors

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers as set out
in Appendix 10 to the Listing Rules as the Company’s code of conduct regarding Directors’ securities
transactions (“Securities Dealing Code”). Upon specific enquiries, all Directors confirmed that they have complied
with the relevant provisions of the Securities Dealing Code throughout the year.

Senior management who, because of their office in the Company, are likely to be in possession of unpublished
price sensitive information, have also been requested to comply with the provisions of the Securities Dealing
Code.

Company Secretary

Ms. Ko Yuk Lan, the Company Secretary of the Company, is a full time employee of the Group and has day-to-
day knowledge of the Company'’s affairs. During the financial year, the Company Secretary has complied with the
relevant professional training requirement under Rule 3.29 of the Listing Rules. The biographical details of the
Company Secretary is set out in the section headed “Biographical Details of Directors and Senior Management”
on pages 26 to 30 in the annual report.

Financial reporting and internal control

Financial Reporting

The Board acknowledges its responsibility to prepare the Company’s accounts which give a true and fair view of
the Group’s state of affairs, results and cash flows for the year and in accordance with the International Financial
Reporting Standards issued by the International Accounting Standards Board, and the Companies Ordinance.
The Company has selected appropriate accounting policies and has applied them consistently based on prudent
and reasonable judgments and estimates.

Internal Controls
The Board recognizes its responsibility to ensure the Company maintains a sound and effective internal control
system.

The Group'’s internal control system is designed to safeguard assets against misappropriation and unauthorized
disposition and to manage operational risks. Review of the Group’s internal controls covering major financial,
operational and compliance controls, as well as risk management functions of different systems has been done
on a systematic rotational basis based on the risk assessments of the operations and controls. The scope of
review for the year had been determined and approved by the Audit Committee. No major issue but areas for
improvement have been identified. The Board and the Audit Committee considered that the key areas of the
Group’s internal control systems are reasonably implemented.
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Corporate Governance Report (continued)

External Auditor

KPMG has been appointed as the external auditor of the Company. The Audit Committee has been notified of the
nature and the service charges of non-audit services performed by KPMG and considered that such services
have no adverse effect on the independence of the external auditor.

During the year, the fees payable to KPMG in respect of its statutory audit services (including interim review)
provided to the Group was RMB2,276,000. Fees payable to KPMG for internal control review, non-audit services,
for the year amounted to RMB350,000.

There was no disagreement between the Board and the Audit Committee on the selection and appointment of the
external auditor during the year under review.

Non-compete undertaking by controlling shareholders

Mr. Wang Dong Xing, Mr. Wang Liang Xing, Mr. Wang Cong Xing, Xiao Sheng International Limited and Ming
Lang Investments Limited are the controlling shareholders (within the meaning of the Listing Rules) of the
Company (“Controlling Shareholders”). Each of the Controlling Shareholders has confirmed to the Company that
none of them is engaged in, or interested in any business (other than the Group) which directly or indirectly
competes or may compete with the business of the Group. To protect the Group from any potential competition,
the Controlling Shareholders have given an irrevocable non-compete undertaking in the Group’s favour on 4
September 2009.

In order to properly manage any potential or actual conflict of interests between the Group and the Controlling
Shareholders in relation to the compliance and enforcement of the non-compete undertaking, the Company has
adopted the following corporate governance measures:

(i) the Independent Non-executive Directors shall review, at least on an annual basis, the compliance with and
enforcement of the terms of the non-compete undertaking by the Controlling Shareholders;

(i) the Company will disclose any decisions on matters reviewed by the independent Non-executive Directors
relating to compliance and enforcement of the non-compete undertaking either through the annual report or
by way of announcement;

(i)  the Company will disclose in the corporate governance report on how the terms of the non-compete
undertaking have been complied with and enforced; and

(iv) inthe event that any of the Directors and/or their respective associates has material interest in any matter to
be deliberated by the Board in relation to the compliance and enforcement of the non-compete
undertaking, he may not vote on the resolutions of the Board approving the matter and shall not be counted
towards the quorum for the voting pursuant to the applicable provisions in the Company’s articles of
association.

The Directors consider that the above corporate governance measures are sufficient to manage any potential
conflict of interests between the Controlling Shareholders and their respective associates and the Group and to
protect the interests of the shareholders, in particular, the minority shareholders.

Each of the Controlling Shareholders has confirmed to the Company that he/it has complied with the non-compete
undertaking. The Independent Non-Executive Directors of the Company have reviewed the status of compliance
and enforcement of the non-compete undertaking and confirmed that all the undertakings thereunder have been
complied with.
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(D) Communications with shareholders and investors relations
Investors Relations
The Company believes that effective communication with its shareholders and the investment community in a fair
and timely basis is essential. Continuous dialogue are held with research analysts and institutional investors by
means of roadshows, one on one meetings, conference calls and investors conferences to keep them abreast of
the Group’s business and development.

Shareholders’ Rights

The Company encourages shareholders to attend Shareholders’ meetings and make proposals by either directly
raising questions on both operational and governance matters to the Board and Board committees at the general
meetings or providing written notice of such proposals for the attention of the Company Secretary at the
registered office of the Company in Hong Kong currently situated at 3402, 34 Floor, Lippo Centre, Tower One,
No. 89 Queensway, Hong Kong or via email to ir@lilanz.com.hk.

The Directors may, whenever they think fit, convene an extraordinary general meeting. Extraordinary general
meetings shall also be convened on the requisition of one or more shareholders holding, at the date of deposit of
the requisition, not less than one tenth of the paid up capital of the Company having the right of voting at general
meetings. Such requisition shall be made in writing to the Directors or the Company Secretary and deposited at
the registered office of the Company in Hong Kong currently situated at 3402, 34 Floor, Lippo Centre, Tower One,
No. 89 Queensway, Hong Kong for the purpose of requiring an extraordinary general meeting to be called by the
Directors for the transaction of any business specified in such requisition. Such meeting shall be held within two
months after the deposit of such requisition. If within twenty-one (21) days of such deposit the Directors fail to
proceed to convene such meeting, the requisitionist(s) himself (themselves) may do so in the same manner, and
all reasonable expenses incurred by the requisitionist(s) as a result of the failure of the Directors shall be
reimbursed to the requisitionist(s) by the Company.

There are no provisions under the Company'’s articles of association or the Companies Law, Cap 22 (Law 3 of
1961, as consolidated and revised) of the Cayman Islands regarding procedures for Shareholders to put forward
proposals at general meetings other than a proposal of a person for election as director. Shareholders may follow
the procedures set out above to convene an extraordinary general meeting for any business specified in such
written requisition.

The notice of annual general meeting together with the accompanying circular setting out the relevant information
as required under the Listing Rules are sent to shareholders at least 20 clear business days prior to the meeting.
Poll voting has been adopted for decision-making at Shareholders’ meetings to ensure that each share is entitled
to one vote. Details of the poll voting procedures are set out in the circular sent to Shareholders prior to the
meeting and explained at the commencement of the meeting. Voting results are posted on the Company’s
website on the day of the annual general meeting.

The attendance record of the Directors at the annual general meeting held during the year is set out under the
paragraph headed “Meetings” above.

During the financial year, there were no changes in any of the Company’s constitutional documents.
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Biographical Details Of
Directors And Senior Management

Directors

Executive Directors

Mr. Wang Dong Xing (0 0 00 0 O), aged 52, is the chairman and an executive Director of the Company. He was
appointed as an executive Director on 13 June 2008. Mr. Wang has been with our Group since its establishment in
April 1995 and is one of the founders of the Group. He is responsible for the Group’s overall business development,
strategic planning and corporate management. He is also responsible for formulating operation direction, devising
annual plan and financial budget and making recommendations on significant investments of the Group to the Board
for approval. He completed a diploma programme for chief executive officers of enterprises (O OO0 000 0O 0O O) from
the Economics College of Peking University (0 0 0O 0O 0O 0O O 0O), an EMBA programme organised by Lingnan College,
Sun Yat-sen University (0 0 0 0 00O 0O 0O) and a China CEO Programme (O 0 0O O CEOO [O0) organized by Cheung
Kong Graduate School of Business (O 0 [0 (I [0). Mr. Wang has over 20 years of manufacturing and management
experience in the menswear industry in the PRC.

Mr. Wang is also a representative of the Quanzhou Municipal People’s Congress, Fujian Province (O 00000000
0 0 O) and standing vice chairman of the Jinjiang City Sewing and Apparel Association (O 00 OO 00 O0O). Heis
also vice chairman of the Jinjiang Committee of China Democratic National Construction Association (O OO OO0 OO

0 0 0), vice president of the Jinjiang Qingyang Chamber of Commerce (0 0 0O O 0O 0O O 0O O), council chairman of the
Jinjiang Qingyang Foreign Investment Enterprise Association (D0 0 000 0O O 00O O O), standing committee
member of the Jinjiang Chamber of Commerce (0 O O 0O 0O 0O (O O O)) and chairman of the Quanzhou APEC Business
Travel Card Association (O O DAPEC(O O O0OO0OO)0OO0O0OONO).

Mr. Wang is the elder brother of Mr. Wang Liang Xing and Mr. Wang Cong Xing, who are also executive Directors of the
Company. He is the brother-in-law of Mr. Chen Wei Jin, a member of the senior management of the Company. He is
also one of the shareholders of Xiao Sheng International Limited and Ming Lang Investments Limited, which are the
controlling shareholders (within the meaning of the Rules (the “Listing Rules”) Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange™)) of the Company.

Mr. Wang Liang Xing (O 0 0O O O), aged 50, is the vice chairman, the chief executive officer and an executive Director
of the Company. He was appointed as an executive Director on 13 June 2008. He has been with the Group since its
establishment in April 1995 and is one of the founders of the Group. Mr. Wang is responsible for the Group’s overall
business development, strategic planning and corporate management. He is also responsible for the corporate
development and the internal management system of the Group and recommending the appointment of senior
management to the Board. He completed an advanced programme of excellent corporate operation and management
(Coooooooobooogoon)fromthe School of Continuing Education of Tsinghua University (D O 00000 O
0 0), an EMBA programme organised by Xiamen University (O O O O ) and a China CEO Programme (O O O [0 CEOUO
0) organized by Cheung Kong Graduate School of Business (O O O O O ). He has over 20 years of manufacturing and
management experience in the menswear industry in the PRC.

Mr. Wang is also the vice-chairman and standing supervisor of the Enterprises Credit Management Association of
QuanzhouCity (0 ODODOO0O00O0DOCOOOOO0ODOD)and asupervisor of the Garment Association of the PRC (O
00000). He was one of 50 persons honoured with a 2005 PRC Enterprises Trademark Award (20050 O O O O 00 50
) and was accredited as the “Brand China People of the Year 2010” (20100 0 0000CO0O).

Mr. Wang is the brother of Mr. Wang Dong Xing and Mr. Wang Cong Xing, and the brother-in-law of Mr. Cai Rong Hua,
who are also executive Directors of the Company. He is also one of the shareholders of Xiao Sheng International
Limited and Ming Lang Investments Limited, which are the controlling shareholders (within the meaning of the Listing
Rules) of the Company.
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Mr. Wang Cong Xing (O 0O 0O 0 O), aged 44, is the vice chairman and an executive Director of the Company. He was
appointed as an executive Director on 2 January 2008. Mr. Wang has been with the Group since its establishment in
April 1995 and is one of the founders of the Group. He is responsible for finance and information technology
management for the Group. He is also responsible for corporate development and the internal management system of
the Group and supervising the implementation of the annual, quarterly and monthly financial plans of the Group. He
completed an advanced programme of excellent corporate operation and management (0 0 00000000 O0O0O
0 0O) from the School of Continuing Education of Tsinghua University (0 0 00 0 0O 0O O 0O 0O) in 2006. He has over 20
years of manufacturing and management experience in the menswear industry in the PRC.

Mr. Wang is the brother of Mr. Wang Dong Xing and Mr. Wang Liang Xing, who are also executive Directors of the
Company. He is also a director and a shareholder of Ming Lang Investments Limited and Xiao Sheng International
Limited, which are the controlling shareholders (within the meaning of the Listing Rules) of the Company.

Mr. Cai Rong Hua (O O O 0 O ), aged 44, is an executive Director of the Company. He joined the Group in April 1998
and was appointed as an executive Director on 13 June 2008. He is responsible for product research and development
for the Group. He is also responsible for negotiating with the major suppliers of the Group. Mr. Cai completed an
advanced programme of excellent corporate operation and management (D 00000000000 OO0O) from the
School of Continuing Education of Tsinghua University (O 0 0O 00 0O 0O 0O O 0O) and an EMBA programme organised by
Lingnan College, Sun Yat-sen University (O O O 0O O 0O O O). He has over 10 years of manufacturing and management
experience in the menswear industry in the PRC.

Mr. Cai is the brother-in-law of Mr. Wang Liang Xing, who is an executive Director of the Company. He is also one of the
shareholders of Xiao Sheng International Limited and Ming Lang Investments Limited, which are the controlling
shareholders (within the meaning of the Listing Rules) of the Company.

Mr. Hu Cheng Chu (O O O O ), aged 68, is an executive Director of the Company. He joined the Group in April 1998
and was appointed as an executive Director on 13 June 2008. He is responsible for brand management, market
promotion and public relation for the Group. Mr. Hu completed part-time professional political engineering course and
professional administrative management course from Fudan University in 1988 and 1989, respectively, and an
advanced programme of excellent corporate operation and management (0 000000000 OO0 OO 0O) from the
School of Continuing Education of Tsinghua University (O 0 0 0 0O O 0O O O 0O). He is currently the vice chairman of the
Quanzhou Association of Professional Managers (0 0 0 0 0 0 O 0 0O) and a supervisor of the Association of China
Brand Managers of the Brand China Industry Union (O 000000000 OO0OODOOO0O). Mr. Hu was accredited
as the top 10 planner for corporate sales and marketing in the PRC for the year 2007 and 2008, and for the year 2009
and 2010 (2007-20080 [0 2009-20100 0 O 100 0 0 O O O O O), the top 10 brand manager in China for the year 2010
(20100 0 0000 0O 0O D) and the China Great Wall outstanding advertising personage award for the year 2011 (2011
goooopbobo —O0ooooon).

Mr. Hu is also one of the shareholders of Xiao Sheng International Limited and Ming Lang Investments Limited, which
are the controlling shareholders (within the meaning of the Listing Rules) of the Company.

Mr. Wang Ru Ping (O 0 0 0 O), aged 50, is an executive Director of the Company. He joined the Group in April 1995
and was appointed as an executive Director on 13 June 2008. He is responsible for supervising the construction-in-
progress and development of the operational facilities of the Group as well as overseeing the maintenance and legal
compliance in relation to the operational facilities. Mr. Wang completed a programme on public relations and
administrative management from the Faculty of International Economics at the Adult Education College of Huagiao
University (DO OO0 0O0O0OOO) in 2000 and a diploma programme for chief executive officers of enterprises (0 0 [
000 000) from the Faculty of Economics at Peking University (O O O [0) in 2004. He has over 10 years of
manufacturing and management experience in the menswear industry in the PRC.

Mr. Wang is also one of the shareholders of Xiao Sheng International Limited and Ming Lang Investments Limited,
which are the controlling shareholders (within the meaning of the Listing Rules) of the Company.
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Biographical Details Of
Directors And Senior Management (continued)

Mr. Pan Rong Bin (0 0O O O ), aged 39, is an executive Director of the Company. He joined the Group in February
2003 and was appointed as an executive Director on 13 June 2008. Prior to acting as the general manager of the
Group’s core brand “LILANZ” since March 2011, Mr. Pan was responsible for the marketing and distribution operations
of the Group’s core brand “LILANZ”.

Mr. Pan completed an advanced programme of excellent corporate operation and management (D 00000000
0O00000) from the School of Continuing Education of Tsinghua University (U O 000 00O O O O) in 2006. From
2001 to 2005, Mr. Pan was a representative in the Nanping Municipal People’s Congress, Fujian Province (0 O 0 00O
OO0O0ooon). Since 1995 to 2007, he was a member of the Chinese People’s Political Consultative Conference of
Jianyang City, Fujian Province (U 0 00000000000 D00OQOQOOO). He was honoured with the Award for the
Model of Labour in Quanzhou City, Fujian Province (0 0000000 O O) in May 2006. He has over 10 years of retail
and sales management experience in the menswear industry in the PRC.

Mr. Pan is also one of the shareholders of Xiao Sheng International Limited and Ming Lang Investments Limited, which
are the controlling shareholders (within the meaning of the Listing Rules) of the Company.

Independent Non-executive Directors

Dr.LuHong Te (O O OO 0O), aged 52, is an independent non-executive Director of the Company. He joined the Board
on 13 June 2008. Dr. Lu obtained a bachelor’'s degree in management from National Cheng Kung University in 1983
and a master's degree and a doctoral degree in business from the Graduate Institute of Business Administration of the
College of Management of National Taiwan University in 1985 and 1992, respectively. Dr. Lu is a professor at the
department of business administration at Chung Yuan Christian University in Taiwan, specialising in marketing and
sales management and corporate competitive strategies. He also serves as a visiting professor at several institutions,
including SGP International Management Academy, Nanyang Technological University's EMBA Centre and Xiamen
University’s EMBA Centre.

Dr. Lu is an independent non-executive director of three companies in Taiwan, namely Aiptek International Inc. (O O O
ODO0O0000D000) (stock code: 6225), the shares of which are listed on the Taiwan Stock Exchange, and Firich
Enterprises Co., Ltd. (1 000000 O0OOO0O) (stock code: 8076) and Lanner Electronics Inc. (00000000
0 0 0O) (stock code: 6245), the shares of which are traded in the Gre Tai Securities Market (D OO0 O OO0 OO)in
Taiwan. He is also an independent non-executive director of three other companies, namely Capxon International
Electronic Company Limited (OO0 000 00O 0 00O O) (stock code: 469), ANTA Sports Products Limited (0 O 0 OO
00 000) (stock code: 2020) and China SCE Property Holdings Limited (0 0 OO0 O 0O 0O O O O) (stock code: 1966),
the shares of which are listed on the Stock Exchange.

Mr. Chen Tien Tui (O O O 0O O), aged 64, is an independent non-executive Director of the Company. He joined the
Board on 13 June 2008. Mr. Chen is the chief executive officer and an executive director of Victory City International
Holdings Limited (C OO 0000 D00 O) (stock code: 539) and a non-executive director of Ford Glory Group Holdings
Limited (O OO O0OOO0ODODO) (stock code: 1682), the shares of which are listed on the Stock Exchange. He has over
30 years experience in the textile industry.

Mr. Nie Xing (O O O O ), aged 48, is an independent non-executive Director of the Company. He joined the Board on
13 June 2008. Mr. Nie is a graduate from the Jiangxi University of Finance and Economics (O O 0 0O O 0O ) with a
bachelor's degree in economics in 1986 and further obtained a master’s degree in business administration from the
Open University of Hong Kong (O O O O O O ) in December 2000. He is an executive director and vice president of
China Green (Holdings) Limited (0 O 0 OO0 000 O 0J 0O 0 O ) (stock code: 904), the shares of which are listed on
the Stock Exchange, and is responsible for the financial planning and analysis, management, investment and corporate
financing of that group of companies. Mr. Nie is currently the chairman of the Audit Committee.
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Mr. Lai Shixian (O O 0O 0O 0O), aged 38, is an independent non-executive Director of the Company. He joined the Board
on 13 December 2012. Mr. Lai is the chief operating officer, an executive director and a vice president of ANTA Sports
Products Limited (O 00O OO0 O O) (stock code: 2020), the shares of which are listed on the Stock Exchange,
and is primarily responsible for the supply chain and administrative management of that group of companies. Mr. Lai
holds an EMBA degree from China Europe International Business School.

Senior management

Ms. Ko Yuk Lan (0 O O 0 0), aged 51, is the chief financial officer and company secretary of the Group. She first
joined the Group in January 2008 and worked with the Group until September 2008. She rejoined the Group in May
2010. Ms. Ko graduated from the Hong Kong Polytechnic (now known as the Hong Kong Polytechnic University) with a
Professional Diploma in Management Accountancy. She has over 25 years of experience in financial management and
corporate finance. Prior to joining the Group, she had worked in an international accounting firm and other companies
listed on the main board of the Stock Exchange. Ms. Ko is a member of the Hong Kong Institute of Certified Public
Accountants and the Chartered Institute of Cost and Management Accountants. She is currently an independent
non-executive director of Hosa International Limited (O O 0 O 0O O O O) (stock code 2200), the shares of which are
listed on the Stock Exchange.

Mr. Lin Yi-Chieh (0 0 O O O), aged 36, is the head of the human resources department of the Group’s core brand
“LILANZ”. He obtained a master’s degree in business administration from Xiamen University (O 00 O O ) in 2007 and
completed a master programme in business administration at the University of Furtwangen in 2006. Mr. Lin joined the
Group on 7 June 2007.

Ms. Shi Mei Ya (0 O 0O 0 O), aged 36, is the head of the production department of the Group’s core brand “LILANZ”.
She completed a programme in fine chemical engineering at Fujian Radio and TV University (U OO OO0OCOOOO) in
1998 and an advanced programme of excellent corporate operation and management (U OO 00000000000
) from the School of Continuing Education of Tsinghua University (0 OO0 0O OO0 O 0O) in 2006. She completed a
programme in project management and a master programme in business administration for senior managers (O 0 0 O
000000)atXiamen University (O O O O). Ms. Shi joined the Group on 1 August 1998 and has been the head of
production department of the Group’s core brand “LILANZ” since November 2008.

Mr. Zhang Yu Feng (O O 0O O O), aged 42, is the head of marketing in the sales and marketing department of the

Group’s core brand “LILANZ”. He graduated from Shanghai University of Finance and Economics (O O O O O 0O) with

a bachelor degree in professional trade and economics in 1992 and completed an EMBA core course from Cheung

Kong Graduate School of Business (0 [0 0 0 [0) in 2006. From 1992 to 2007, he had worked in S. C. Johnson & Son,

Inc. (@O O00O0D0DOD)as sales representative and branch office manager, worked in Coty Inc. (COOO00O0O00O0O)

as regional manager and sales manager in China region, worked in Henkel AG (O O O O O 0O ) as National Trade

Marketing Manager and National Sales Director, worked in Li Ning Company Limited (O O 00 O 0 O ) as department

head targeting key clients and worked in Puma China (O O O [O0') as regional sales and marketing manager for the

eastern, central and western China regions. He joined the Group on 27 August 2007 and since thenusines <0 re94rahTj <OFS tim
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Mr. Chen Wei Jin (0 0 0 0 0O), aged 43, is the head of the group ordering department of the Group. He graduated
from Zhangzhou Normal University (O O O O O O ) with a professional diploma in administration in July 2000 and
completed an advanced programme of excellent corporate operation and management (0 000000000000
O O) from the School of Continuing Education of Tsinghua University (0 0 O OO0 00O O O O) in February 2006. From
1989 to 2004, he served as the general manager of Jinjiang Weixin Knitters Factory (0 0 0 0 0O 0O O). From 1996 to
2004, he also worked in the Jinjiang branch office of the China Life Insurance Company Limited (OO0 0O OO0O0O0O0O
000 00O) as the general manager of the sales department, where he was recognised as Pioneer of Sales and
Marketing (O O O O) from 1998 to 2000 and Outstanding Supervisor for the year 2002. He joined the Group on 1 March
2004 as the manager of the group ordering department of the Group. Mr. Chen is the brother-in-law of Mr. Wang Dong
Xing, an executive Director of the Company.

Ms. Chen Zhi Mei (O O 0O 0 0O), aged 31, is the assistant to the vice president of the sales and marketing department
of the Group’s core brand “LILANZ”. She completed a programme in law at Xiamen University (J O O O ) in June 2000
and an advanced programme of excellent corporate operation and management (D 00000000000 O0O0O)
from the School of Continuing Education of Tsinghua University (0 0 0 0 0 O 0O O O O) in February 2006. She joined
the Group on 8 June 2001 and has worked as the assistant to the vice president of the sales and marketing department
of the Group’s core brand “LILANZ” since 2005.

Mr. Huang Ming Hai (O O O 0 O ), aged 37, is the deputy financial controller of the Group’s core brand “LILANZ”. He
completed an advanced programme of excellent corporate operation and management (U 000000000 O0O0O
0 O) from the School of Continuing Education of Tsinghua University (0 0 00 0 O OO0 O), a programme in financial
management at the Adult Education College of Huagiao University (O O O O ), and an advanced programme in
financial leadership development (U 0 O 0O 0000 OO O) at Commerce College of Huagiao University (0 O O 0O).
He is currently attending a distance-learning programme infinance (D OO O0O0OOO0O00O00O 0O O O O) at the Fujian
Agriculture and Forestry University Continuing Education School (1 000000 OO OO O). He joined the Group on
24 April 1995.
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Report Of The Directors

The Directors are pleased to present the annual report together with the audited consolidated financial statements of
the Group for the year ended 31 December 2012.

Principal place of business

The Company was incorporated in the Cayman Islands and is domiciled in Hong Kong and has its registered office at
Suite 3402, 34/F., Lippo Centre, Tower One, 89 Queensway, Hong Kong. The Group’s principal place of business is in
the PRC.

Principal activities

The principal activities of the Group are manufacturing and wholesaling of branded menswear and related accessories
in the PRC. The principal activities and other particulars of the subsidiaries are set out in note 18 to the financial
statements.

Major customers and suppliers
The information in respect of the Group’s sales and purchases attributable to the major customers and suppliers
respectively during the financial year is as follows:

2012 2011
Percentage of Percentage of
the group’s total the group’s total
Sales Purchases Sales Purchases
The largest customer 13.6% 13.2%
Five largest customers in aggregate 30.7% 31.1%
The largest supplier 3.3% 3.6%
Five largest suppliers in aggregate 12.8% 15.2%

At no time during the year have the Directors, their associates or any shareholder of the Company (who or which to the
knowledge of the Directors owns more than 5% of the Company’s issued share capital) had any interest in these major
customers and suppliers.

Five-year financial summary
A summary of the results and of the assets and liabilities of the Group for the latest five financial years is set out on
page 92 of the annual report.

Financial statements
The profit of the Group for the year ended 31 December 2012 and the state of the Company’s and the Group’s affairs
as at that date are set out in the consolidated financial statements on pages 43 to 91 of the annual report.

Transfer to reserves

Profits attributable to shareholders, before dividends, of RMB626,797,000 (2011: RMB623,138,000) have been
transferred to reserves. Other movements in reserves of the Group are set out in the consolidated statement of changes
in equity.

An interim dividend of HK13 cents (2011: HK11 cents) per ordinary share and a special interim dividend of HK6 cents
(2011: HK5 cents) per ordinary share was paid on 12 September 2012. The Directors now recommend the payment of
a final dividend of HK19 cents (2011: HK19 cents) per ordinary share and a special final dividend of HK6 cents (2011:
HK6 cents) per ordinary share in respect of the year ended 31 December 2012.
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Report Of The Directors (continued)

Charitable donations
Charitable donations made by the Group during the year amounted to RMB544,000 (2011: RMB1,249,000).

Non-current assets

Details of acquisitions and other movements of non-current assets (including fixed assets, construction in progress,
investment property, lease prepayments, intangible assets and deposits for purchases of fixed assets and land use
rights) are set out in notes 13 to 17 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 29(c) to the consolidated
financial statements. Shares were issued during the year on exercise of share options.

Sufficiency of public float

Based on the information that is publicly available to the Company and within the knowledge of the Directors of the
Company as at the date of this annual report, the Company has maintained the prescribed public float under the Rules
(the “Listing Rules”) Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) throughout the year ended 31 December 2012 and at any time up to the date of this annual report.

Pre-emptive rights
There are no provisions for pre-emptive rights under the Company’s articles of association or the laws of the Cayman
Islands where the Company is incorporated.

Purchase, sale or redemption of the company’s listed securities
Neither the Company nor any of its subsidiaries purchased, redeemed or sold any of the Company’s listed securities
during the year ended 31 December 2012.
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Directors

The Directors during the financial year were:

Executive Directors

Mr. Wang Dong Xing (Chairman)
Mr. Wang Liang Xing

Mr. Wang Cong Xing

Mr. Cai Rong Hua

Mr. Hu Cheng Chu

Mr. Wang Ru Ping

Mr. Pan Rong Bin

Independent Non-Executive Directors

Dr. Lu Hong Te

Mr. Chen Tien Tui

Mr. Nie Xing

Mr. Lai Shixian (appointed on 13 December 2012)

Details of the Directors’ biographies have been set out on pages 26 to 30 of the annual report.

In accordance with article 105(A) of the Company'’s articles of association, Mr. Wang Cong Xing, Mr. Cai Rong Hua, Mr.
Pan Rong Bin and Mr. Chen Tien Tui will retire from the Board by rotation at the forthcoming annual general meeting
and, being eligible, offer themselves for re-election.

In accordance with article 109 of the Company’s articles of association, Mr. Lai Shixian will retire from the Board at the
forthcoming annual general meeting and, being eligible, offer himself for re-election.

No Director proposed for re-election at the forthcoming annual general meeting has an unexpired service contract with
the Group which is not determinable by the Company or any of its subsidiaries within one year without payment of
compensation, other than statutory compensation.

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.
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Report Of The Directors (continued)

Directors’ and chief executives’ interests and short positions in

shares, underlying shares and debentures
As at 31 December 2012, the interests and short positions of the directors and chief executives of the Company in the
shares, underlying shares and debentures of the Company and its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (“SFO”)), as recorded in the register required to be kept by the Company
under Section 352 of the SFO or as otherwise notified to the Company and the Stock Exchange pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers (“Model Code”) contained in Appendix 10 to the Listing

Rules:
Name of Approximate
Group Company/ Capacity/nature Number and percentage of
Name of shareholder Associated Corporation of interest class of securities shareholding
(Note 1)
Mr. Wang Dong Xing The Company Beneficial owner 22,950,000 shares (L) 1.91%
Xiao Sheng International Limited Beneficial owner 2,550 shares of 25.50%
(“Xiao Sheng International”) US$1.00 each (L)
(Note 2)
Mr. Wang Liang Xing The Company Beneficial owner 22,950,000 shares (L) 1.91%
Xiao Sheng International (Note 2) Beneficial owner 2,550 shares of 25.50%
US$1.00 each (L)
Mr. Wang Cong Xing The Company Beneficial owner 22,950,000 shares (L) 1.91%
Xiao Sheng International (Note 2) Beneficial owner 2,550 shares of 25.50%
US$1.00 each (L)
Mr. Cai Rong Hua The Company Beneficial owner 9,010,000 shares (L) 0.75%
Xiao Sheng International (Note 2) Beneficial owner 800 shares of 8.00%
US$1.00 each (L)
Mr. Hu Cheng Chu The Company Beneficial owner 4,500,000 shares (L) 0.37%
Xiao Sheng International (Note 2) Beneficial owner 500 shares of 5.00%
US$1.00 each (L)
Mr. Wang Ru Ping The Company Beneficial owner 2,700,000 shares (L) 0.22%
Xiao Sheng International (Note 2) Beneficial owner 300 shares of 3.00%
US$1.00 each (L)
Mr. Pan Rong Bin The Company Beneficial owner 2,700,000 shares (L) 0.22%
Xiao Sheng International (Note 2) Beneficial owner 300 shares of 3.00%
US$1.00 each (L)
Notes:
1. The letter “L” denotes the Directors’ long position in the shares of the Company or the relevant associated corporation.
2. Xiao Sheng International is owned as to 25.5% by each of Mr. Wang Dong Xing, Mr. Wang Liang Xing and Mr. Wang Cong Xing, 8% by

Mr. Cai Rong Hua, 5% by Mr. Hu Cheng Chu, 3% by each of Mr. Wang Ru Ping and Mr. Pan Rong Bin, 2% by Mr. Chen Wei Jin, 1% by

each of Mr. Wang Qiao Xing and Ms. Chen Yu Hua and 0.5% by Mr. Xu Tian Min.
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Save as disclosed above, as at 31 December 2012, none of the Directors and chief executives of the Company had or
was deemed to have any interests or short position in the shares, underlying shares or debentures of the Company and
its associated corporations (within the meaning of Part XV of the SFO) which was recorded in the register maintained by
the Company pursuant to section 352 of the SFO or which had otherwise been notified to the Company and the Stock
Exchange pursuant to the Model Code.

Save in connection with any share options to subscribe for the shares of the Company which may be granted to any of
the Directors under the Company’s share option scheme as detailed in the paragraph headed Share Option Scheme,
at no time during the year was the Company, or any of its holding company, subsidiaries or fellow subsidiaries a party
to any arrangement to enable the Directors or chief executive of the Company (including their spouse and children
under 18 years of age) to acquire benefits by means of the acquisition of shares or underlying shares in, or debentures
of, the Company or any other body corporate.

Interests and short positions of substantial shareholders

As at 31 December 2012, the persons or corporations (not being a Director or chief executive of the Company) who
had an interest or short position in the shares and underlying shares of the Company as recorded in the register
required to be kept by the Company under section 336 of the SFO were as follows:

Approximate

Capacity/nature Number and  percentage of

Name of shareholder of interest class of securities shareholding
(Note 1)

Xiao Sheng International Beneficial owner 661,500,000 shares (L) 55.09%
(Note 2)

Ming Lang Investments Limited Beneficial owner 72,205,000 shares (L) 6.01%
(“Ming Lang Investments”) (Note 3)

Notes:

1) The letter “L” denotes the person’s long position in the shares of our Company.

) These shares were held by Xiao Sheng International. Xiao Sheng International is owned as to 25.5% by each of Mr. Wang Dong Xing, Mr.
Wang Liang Xing and Mr. Wang Cong Xing, 8% by Mr. Cai Rong Hua, 5% by Mr. Hu Cheng Chu, 3% by each of Mr. Wang Ru Ping and
Mr. Pan Rong Bin, 2% by Mr. Chen Wei Jin, 1% by each of Mr. Wang Qiao Xing and Ms. Chen Yu Hua and 0.5% by Mr. Xu Tian Min.

®3) These shares were held by Ming Lang Investments. Ming Lang Investments is owned as to 25.5% by each of Mr. Wang Dong Xing, Mr.
Wang Liang Xing and Mr. Wang Cong Xing, 8% by Mr. Cai Rong Hua, 5% by Mr. Hu Cheng Chu, 3% by each of Mr. Wang Ru Ping and
Mr. Pan Rong Bin, 2% by Mr. Chen Wei Jin, 1% by each of Mr. Wang Qiao Xing and Ms. Chen Yu Hua and 0.5% by Mr. Xu Tian Min.

Save as disclosed above, as at 31 December 2012, the Directors were not aware of any other person or corporation
having an interest or short position in shares and underlying shares of the Company as recorded in the register
required to be kept by the Company pursuant to section 336 of the SFO.

Continuing connected transaction

The related party transaction for the year as disclosed in note 32 to the consolidated financial statements also
constituted continuing connected transaction under the Listing Rules, which is required to be disclosed in this report in
accordance with Chapter 14A of the Listing Rules. Details of such continuing connected transaction (as defined under
the Listing Rules) are set out below in accordance with the requirements of the Listing Rules:
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Report Of The Directors (continued)

Tenancy Agreement with Jinlang (Fujian) Investments Co., Ltd (“Jinlang Fujian”)

Jinlang Fujian is wholly owned by Mr. Wang Dong Xing, Mr. Wang Liang Xing and Mr. Wang Cong Xing, three of the
executive Directors and controlling shareholders (within the meaning of the Listing Rules) of the Company. Jinlang
Fujian is therefore a connected person of the Company under the Listing Rules.

The Group, as lessee, entered into a tenancy agreement with Jinlang Fujian, as landlord, on 15 December 2010 (the
“Tenancy Agreement”) in respect of the premises of the Company’s headquarters at Lilang Industrial Park, 200 Chang
Xing Road, Jinjian