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Year ended 31 December

2011 2010 Changes
(RMB million) (RMB million) (%)
Turnover 2,708.0 2,053.0 +319
Gross profit 1,055.5 778.0 +35.7
Profit from operations 703.7 4796 +46.7
Profit attributable to equity shareholders 623.1 4187 +48.8
(RMB cents) (RMB cents) (%)
Earnings per share
— Basic 51.90 34.89 +48.8
— Diluted 51.66 34.72 +48.8
Shareholders’ equity per share 181.3 1549 +17.0
Interim dividend per share HK11 cents 50 appro.+78.3
Special interim dividend per share HK5 cents — N/A
Final dividend per share HK19 cents 12.0 appro. +28.3
Special final dividend per share HKG6 cents — N/A
(%) (%) (% points)
Gross profit margin 39.0 379 +1.1
Operating profit margin 26.0 234 +2.6
Net profit margin 23.0 204 +26
Return on average shareholders’ equity™ 30.9 239 +7.0
Effective tax rate 17.2 14.2 +3.0
Advertising and promotional expenses
and renovation subsidies (as a percentage of turnover) 8.2 8.8 -06
Year ended 31 December Six months ended
2011 2010 30 June 2011
Average inventory turnover days? 45 47 49
Average trade receivables turnover days® 63 65 70
Average trade payables turnover days® 65 86 96
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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To all shareholders,

I'am pleased to present the annual results
of China Lilang Limited (the “Company”)
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China Lilang is dedicated to the
operations of its two brands, and has
engaged in an assortment of marketing
and advertising activities through various
channels to promote its brands and
products, in order to increase its market
penetration rate and market share. During
the year under review, the Group has
placed both above and below the line
advertisements in cities at home and
abroad. These advertisements were
placed on various media platforms such
as CCTV, popular fashion magazines, the
internet, and large advertising billboard
displays at the Shanghai Honggjiao airport.
Meanwhile, in order to generate brand
awareness, during the peak travel season,
we placed our advertisements on large
billboards at the Bangkok airport in
Thailand and in Ginza, the shopping
district of Tokyo, Japan. These
advertisements targeted high spending
customers to maximize our brand
exposure. In addition to traditional
advertising, “LILANZ” and “L2" participated
in the “China Fashion Week” in Beijing
together for the first time ever in the
beginning of the year. Then in November,
the Group held a fashion show at “Qi Jiu
Guan” of D-PARK Beijing Club — a
renowned iconic structure of China'’s
fashion world, to present the unique
fashion of "LILANZ". China Lilang
introduced its apparels and accessories
on numerous catwalks to attract new

customers and promote brand loyalty,
thus enhancing the status of China Lilang
within the fashion industry.

With respect to the retail network, in
addition to the self-operated “LILANZ"
flagship store located in the headquarter
in Jinjiang City, the Group also plans to
open two additional self-operated
flagship stores in 2012. One will be
located at the Wanda Plaza in Xian City,
with an area of approximately 679 square
meters, and is expected to open in the
second half of 2012.

Moreover, the Group has planned to build
new headquarters in Jinjiang City, Fujian
Province. The construction work is
expected to commence in the second
quarter of 2012, and to be completed in
2015. The total amount budgeted for this
project is approximately RMB280.0 million.

During the year, the Group has received a
number of industry honors. Our core
brand "LILANZ" was awarded the "Best
Brand Award of China Fashion Week”
(0000000000 O0) and the
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INDUSTRY OVERVIEW

As the European debt crisis aggravated and slowed down economic growth of developed countries, the
complicated and ever-changing international economic scene in 2011 posed huge challenges to China’s
economic growth. During the year, the PRC government tightened its macro-control measures to slow
down the inflation rate, which gradually wound down the rapid expansion of the Chinese economy since
the beginning of the year. Nonetheless, the national economy continued to prosper steadily in 2011.

In the year 2011, China’s GDP reached approximately RMB47.2 trillion, representing a year-on-year increase
of 9.2%. Although the macro-control measures led to a structural adjustment in the Chinese economy, rapid
urbanization and increased disposable income per capita fuelled the consumption growth in the mid-to-
high-end retail market. During the year, total retail sales of garments, hats, footwear and knitwear amounted
to RMB795.5 billion, representing a year-on-year increase of 24.2%.

As a leading business casual menswear enterprise in China, China Lilang continued to leverage on the merits
of its brands, the individualized product designs and improving channel management to capture the
demand of the Chinese consumers for high quality and fashionable products, and sustained a strong and
steady business growth during the year. Notwithstanding the impact of a late winter on the sales of the fall/
winter collections in 2011, the overall sales volume and average selling price of the Group's products
sustained a satisfactory growth.

FINANCIAL REVIEW

For the year ended 31 December 2011, profit attributable to equity shareholders was RMB623.1 million,
representing an increase of 48.8% as compared to RMB418.7 million for last year, mainly attributable to the
sales growth of “LILANZ" and “L2" and effective cost control.

Turnover

During the year under review, turnover increased significantly by 31.9% to approximately RMB2,708.0 million,
as compared to RMB2,053.0 million for last year, reflecting the rising consumption power in China which
sustained a rapid growth of demand for high quality branded products. Leveraging on the management’s
market insights, the Group launched fashionable products of high quality in the past few years, which
boosted the overall sales amount.

During the year, the average selling price increased by 13.6% from a year ago, while the product sales
volume increased by 15.9%. The average selling price of the core brand “LILANZ” went up by 15.5% while the
sales volume grew by 11.0%. In the past few years, the Group successfully enhanced the product mix of
“LILANZ" by increasing the percentage of products with high added-value and high price point. In the year
under review, the Group focused in upgrading the material and quality of specific product categories such
as pants and shoes, which helped to drive up the average selling price. In addition, the Group leveraged on
its renowned brand name and transferred cost increases to consumers through lifting the selling prices.

The sub-brand “L2” launched in mid-2010 recorded a turnover of RMB129.0 million during the year, an

increase of 211.3% over that of last year, accounting for approximately 4.8% of the total turnover. Such
increase in income contribution from the sub-brand was in line with the Group's expectation.
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Cost of Sales

Cost of sales increased by 29.6% to approximately RMB1,652.5 million from approximately RMB1,275.0 million last year.

To sustain sales growth and business development, the Group continued to engage in a combination of self-production,
subcontracting arrangement (process outsourcing) as well as outsourced production (OEM purchases) in manufacturing its products,
s0 as to achieve the highest quality, cost efficiency and flexibility in production arrangement.

Self-production accounted for 48.9% of the total cost of sales for the year, as compared to approximately 61.0% for last year. The Group
maintained the original production scale during the year, accordingly, the share of self-production decreased year-on-year as sales
increased. In addition, sales of accessory products and products of simpler manufacturing procedures such as pants increased, such
products were more cost- efficient to be sourced through OEM purchases.

Gross Profit and Gross Profit Margin

Gross profit was RMB1,055.5 million for the year, representing a year-on-year increase of 35.7%. The Group's gross profit margin was
39.0% for the year, an increase of 1.1 percentage points as compared to 37.9% for 2010. The improvement in the gross profit margin
was mainly contributed by the successful enhancement in brand value and the upgrade of products, which in turn led to an increase
in product average selling price and offset the additional costs from the rising cost of raw materials as well as the new urban
construction tax. The Group also continued to strengthen its collaboration with suppliers to improve cost efficiency and successfully
mitigated the rising pressure on costs of sales.

Other Revenue

Other revenue had increased by RMB3.0 million to RMB11.6 million from last year, mainly attributable to the increase in government
grants.
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Selling and Distribution Expenses

During the year under review, the Group’s selling and distribution expenses amounted to RMB274.4 million, accounting for
approximately 10.1% of the total turnover, representing a decrease by 0.8 percentage point compared to that of last year mainly due
to the economies of scales brought about by the increase in turnover.

Included in the selling and distribution expenses were advertising and promotional expenses and renovation subsidies totaling
RMB221.5 million, accounting for approximately 8.2% of the total turnover, representing a slight decrease of 0.6 percentage point from
8.8% last year.

Administrative Expenses

In 2011, administrative expenses were RMB88.6 million, representing an increase of RMB7.6 million from 2010, accounting for
approximately 3.3% of the turnover with a year-on-year decrease of 0.6 percentage point.

Profit from Operations

Profit from operations rose by 46.7% to RMB703.7 million for 2011 from RMB479.6 million for 2010, which mainly reflected increased
turnover and effective control over cost of sales and operating expenses. The operating margin increased from 23.4% to 26.0%.

Net Finance Income

Net finance income increased by RMB40.6 million from last year to RMB49.1 million, including the increase in interest income by
RMB33.4 million, and the foreign exchange gain of RMB5.5 million realized from the renminbi deposit placed by the Group in Hong
Kong during the year.

Income Tax

The effective income tax rate for the year was 17.2%, representing an increase of 3.0 percentage point compared to 14.2% for 2010. In
2011, the Group made provisions for the deferred tax liability in respect of the withholding tax payable upon distributions of profits by
its PRC subsidiaries in the foreseeable future, resulting in a higher effective tax rate.

Profit Attributable to Equity Shareholders of the Company

For the year ended 31 December 2011, the Group recorded a profit attributable to equity shareholders of approximately RMB623.1
million, representing an increase of 48.8%. Net profit margin increased by 2.6 percentage point to 23.0% (2010: 20.4%). Earnings per
share were approximately RMB51.9 cents, representing an increase of 48.8% over last year.

The sub-brand “L2" recorded a profit after tax of RMB1.7 million (2010: net loss of approximately RMB20.5 million) which was in line
with the Group's expectation.

Final Dividends

The Board recommended a final dividend of HK19 cents per ordinary share (2010: RMB12 cents) and a special final dividend of HK6
cents per ordinary share for the financial year (2010: nil), representing a total payout of about HK300.2 million (equivalent to
approximately RMB243.3 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 25 May 2012 to shareholders whose names appear on the
register of members of the Company on 10 May 2012.
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BUSINESS REVIEW
Retail and Distribution Network

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

Number of stores

As of Store Store As of

1January opened during closed during 31 December

Region 2011 the year the year 2011
Northern China 266 43 3 306
North Eastern China 376 49 6 419
Eastern China 859 163 32 9290
Central and Southern China 626 116 6 736
South Western China 532 77 32 577
North Western China 226 32 18 240
2,885 480 97 3,268

The Group endeavors to optimize its retail and sales network in coordination with its business expansion. After the consolidation of
stores over the past few years, most of the stores are situated at prime commercial locations by the end of 2011 to achieve better store
efficiency. Eastern China as well as Central and Southern China, the two main turnover contribution regions, accounted for 52.8% of
the total number of stores of the Group.

By the end of 2011, the number of distributors and sub-distributors of “LILANZ" were 65 and 1,416 respectively, operating a total of
3,032 “LILANZ" retail outlets (a net increase of 227 stores for the year), of which 1,002 retail outlets were directly operated by
distributors and 2,030 retail outlets by their sub-distributors. The retail outlets network could be divided into 2,141 stand-alone stores
and 891 concession counters in department stores. The total area of retail outlets was approximately 326,000 square meters (2010:
299,000 square meters), representing a year-on-year increase of 9%.

“L.2" was launched in mid-2010 and had 236 retail outlets by the end of December 2011, of which 159 stores were in Eastern China,
and Central and Southern China, accounting for 67.4% of the total number of stores. “L2" had 52 distributors (21 of whom were also
the distributors of “LILANZ") and 51 sub-distributors. 172 retail outlets were directly operated by distributors and 64 retail outlets by
their sub-distributors. The retail outlets network could be divided into 135 stand-alone stores and 101 concession counters in
department stores. The total area of retail outlets was approximately 25,300 square meters (2010: 8,200 square meters). A total of 156
new “L2" stores were added during the year, in line with the target set at the beginning of 2011.

At the beginning of 2011, the Group laid down plans to open mega stores with areas between 300 and 500 square meters each.
During the year, 21 mega stores were opened. Among these, 6 mega stores are located in provincial capital cities including Shanghai,
Kunming, Wuhan and Zhengzhou, and 6 are located in prefecture-level cities in Hebei, Hubei and Hunan.

In view of the increasing popularity of online sales in China, the Group launched its online sales platform for its “LILANZ" brand during

the year, but the sales contribution was not material. Taking into account that online business in China mainly focuses on discounted
sales, the Group has no immediate plan to invest significantly to expand its online sales channel.
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Sales Channel Management

The Group endeavors to strengthen retail management and to continuously improve its sales channels. Since late 2009, the Group has
embarked on developing software systems with a plan to connect the sales and inventory records of each retail outlet (except those in
department stores) online by the end of 2012. These would enable the Group to obtain front-line sales data and address specific
problems promptly, and help the research and development of products to meet market needs. As at the end of 2011, about 1,000
“LILANZ" stores were covered. All “L2" stores were connected online.

During the year, the Group also adopted other measures to enhance channel management, such as assisting distributors to revise and
adopt a horizontal management structure and to improve regional management accountability so as to strengthen the management
of sub-distributors (especially for large sub-distributors), as well as providing training for distributors in respect of retail data analyses.

Marketing and Promotion

One of the most valuable assets of the Group is its brands. Prominent brand image and unique brand identity add value to the Group
and its products, allowing it to stand out in the PRC menswear market. The Group develops its marketing strategies with reference to
the effectiveness of different advertising channels. During the year, the Group continued to focus on its store image as the core
element of its brand promotion, using targeted marketing activities to maximize the promotional effect.

For the core brand “LILANZ", 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 billboards at the Bangkok airport and shopping
district in Ginza, Tokyo during the holiday seasons in China, targeting outbound-travelling consumers with high spending power.
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In March 2011, “"LILANZ", together with “L2", participated in the China Fashion Week in Beijing for the first time, where the Group
officially introduced “L2" as a sub-brand under China Lilang, marking an important milestone in the Group’s multi-brand strategy. In
November, “LILANZ" participated in the Beijing Fashion Week, and held its fashion show at “Qi Jiu Guan” of D-PARK Beijing Club, the
renowned iconic structure of China’s Fashion World, to present the Group's fashionable products.

Furthermore, the distributors of the Group also continued to launch regional promotion programs in coordination with business
needs, such as offering VIP discounts upon the opening of new shops, as well as advertising on road-side billboards etc.

The Group regards its retail stores as an important channel for advertising and enhancing brand image, and has since 2008 offered
subsidies to distributors to renovate the layout and design of their retail outlets in phases, so as to unify and promote the Group's store
image. By the end of 2010, all stores had completed the renovations. In 2011, in addition to offering renovation subsidies to newly
opened stores, further up-grades to the first batch of renovated stores had been carried out to improve the store layout.

For the sub-brand “L2", promotional strategy focused on advertising in magazines and on the internet to reach its target young
consumers. Similar to the core brand “LILANZ", the Group also subsidized the distributors for the renovation of “L2" stores to unify the
store image.

In 2011, Mr. Chen Dao Ming (O O O) continued to be the spokesperson for the “LILANZ" brand to accentuate the brand image.
Design and Product Development

The Group has always put great emphasis on product style and quality, as it believes that product design and quality are the keys to a
successful brand. Therefore, the Group continuously designs and develops new products and aims at becoming the forerunner of
fashion trends in the business casual menswear market in China through utilizing unique fabrics and innovative product designs.

The Group's core brand “LILANZ” has a design and development team of over 100 staff located in Jinjiang, while the product design
and development department of the sub-brand “L2" is located in Shanghai with approximately 35 employees.

There are expert teams of the Group collaborating with suppliers to develop fabrics and with OEM suppliers to develop products.
Developing fabrics with suppliers helps to ensure the use of unique fabrics, control costs, promote product quality, and at the same
time enhancing product differentiation; while developing products with OEM suppliers helps to expand the product range to meet
market demand. As a result of these efforts, sales of pants increased by 51.4% to RMB476.2 million for the year as materials used in such
products improved. The Group also successfully developed more footwear products driving sales of accessories up by 69.2% to
RMB116.5 million.

Both the design and quality of “LILANZ" products have attracted compliments from its peers. During the 2011 China Fashion Week,
“LILANZ" was awarded the “Best Brand Award of China Fashion Week” (0 O 0 O O O DO O O O O) as recognition to the Group for its
work over the years.

Trade Fairs
The 2012 spring/summer collections trade fair of “LILANZ" was held in September 2011. The total order amount increased by 28.5%
year-on-year. Both the average selling price and sales volume enjoyed double-digit growth. The 2012 spring/summer collections trade

fair of “L2” was held in August 2011, the total order amount doubled year-on-year. Delivery of the above spring and summer orders
commenced in January 2012.
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Production and Supply Chain

The Group's production plants are located in Wuli and Changting in Fujian Province, and occupy gross floor area of approximately
42,000 square meters. At present, there are a total of 80 production lines. The production plants achieved an average utilization rate of
over 90% in 2011.

The Group began reforming some of its existing production lines in the first quarter of 2011, and adopted the “Toyota Production
System”. Under this system, the production lines were restructured and switches from “process based” to “product based”, which is
more suitable for orders of smaller quantities, and can effectively improve production efficiency and facilitate quality control. This
system has now been applied to 4 production lines.

To cater for the rapidly expanding market demands and business development, in addition to outsourcing production, the Group also
engaged subcontracting arrangement (process outsourcing) to allow better control over fabrics used in production and greater
flexibility to arrange complicated manufacturing processes to be done by self-production.

The consolidation of the Group’s supply chain commencing in late 2010 has achieved satisfactory results and successfully reduced the
average number of suppliers to an optimal level of 3 to 5 sizable and quality suppliers per product category, thus strengthening quality
control and production scheduling.

PROSPECTS

In 2012, uncertainties will continue to dominate in the domestic and global economic environment. Economic growth of developed
countries is expected to remain slow, and China will be affected. The Group believes that notwithstanding the lower GDP growth
target revealed by the central government, as the Chinese economy continues to prosper steadily, the national income will continue
to rise and the urbanization will continue to speed up, the purchasing power of fashionable and branded high-quality products will be
sustained. As a leading enterprise of business and casual menswear focusing in tiers three and four cities in China, the Group is
cautiously optimistic towards future developments.

The Group will continue to implement its strategy in store opening. For “LILANZ”, as store rentals in some regions are showing signs of
retreat, the Group will seize the opportunity and slightly raises the target number of new stores in 2012 to 250-300. The Group will
also continue to pursue the target of opening 10-20 mega stores per year in major cities to promote its brand. For “L2”", the store
opening target will maintain at about 150 in 2012.

In addition to the self-operated “LILANZ" flagship stores located in the headquarters in Jinjiang City, the Group plans to open two
additional self-operated flagship stores in 2012. For this purpose, the Group has entered into an agreement in late 2011 to acquire a
679 square meters store to be located at Wanda Plaza being built in a prime commercial location in Xian City. Construction work of the
plaza is expected to be completed in the second quarter of 2012, and the store is scheduled to open in the second half of 2012.

At the same time, the Group will launch the third generation store front design for “LILANZ" in the second half of 2012 to further
enhance its brand image. The Group plans to upgrade all stores in 3 years.

As one of the leading enterprises of business and casual menswear, China Lilang leverages on the Group's devotion towards its brands,
the passion for design, the pursuit of high quality, the efforts in channel management, and the fashion-conscious and professional
knowledge of the menswear market in China to maintain its market leadership, and will continue the strategy of optimizing product
mix and enhancing brand image. By doing so, the Group endeavors to achieve even better results and reward our shareholders,
employees and customers for their support towards the Group.

o v,!‘. e \y A Annual Report 2011 | 17



Mas% ent Discis3 n And An gly SIS (e ntin ed)

LIQUIDITY AND FINANCIAL RESOURCES

Year ended 31 December

2011 2010

RMB million RMB million

Net cash generated from operating activities 233.6 5176
Capital expenditure (157.5) (57.9)
Free cash inflow 76.1 459.7
Cash and bank balances (including pledged bank deposits) 1,245.0 14612

As at 31 December 2011, the Group’s cash and cash equivalents amounted to RMB1,241.0 million, representing an increase of
RMB393.5 million as compared with the cash and cash equivalents balance of RMB847.5 million as at 31 December 2010. This was
mainly attributable to:

Net cash inflows from operating activities amounting to RMB233.6 million. The Group reduced the use of bills, which have
longer repayment terms, for the payments to suppliers for the spring/summer collections of 2012 to obtain more favorable
prices. This decreased the trade and bills payables balance at year end by RMB154.2 million as compared with last year. In
addition, the delay of the delivery of certain winter products due to the late winter in 2011 also resulted in a higher trade
receivables balance at year end. Based on the actual sales amount in November and December 2011, turnover days of trade
receivables remained at 60 days.

Net cash inflows from investing activities amounting to RMB461.8 million, comprising mainly the net decrease in fixed deposits
held at banks with maturity over 3 months of RMB575.6 million, less capital expenditure for the additions of fixed assets such as
property, plant and equipment, and computer system and software totalling RMB37.1 million, the payments of RMB85.4 for the
purchase of a retail outlet in Xian to be used as a self-operated flagship store, and the deposit of RMB35.0 million for land use
rights in respect of the proposed new headquarters.

Net cash outflows from financing activities amounting to RMB299.6 million, mainly representing the payment of final dividend
totalling RMB144.1 million in respect of the year ended 31 December, 2010, the interim dividend and the special interim
dividend totalling RMB155.7 million in respect of the year ended 31 December 2011.

As at 31 December 2011, total assets of the Group were RMB2,594.7 million, of which RMB2,185.0 million was attributed to current
assets. Total liabilities were RMB417.5 million and total equity amounted to RMB2,177.2 million. There was no outstanding bank loan.

18 | <.y~ g \,) Annual Report 2011



TRADE WORKING CAPITAL TURNOVER DAYS

Year ended 31 December

2011 2010

(Days) (Days)

Average inventory turnover days 45 47
Average trade and bills receivables turnover days 63 65
Average trade and bills payables turnover days (65) (86)
Average net trade working capital turnover days 43 26

During the year under review, the Group's average trade working capital turnover days increased from 26 days in 2010 to 43 days this
year. This was primarily due to the average trade and bills payables turnover days for the year reduced by 21 days. The Group reduced
the use of bills for the payments to suppliers for the spring/summer collections of 2012 to obtain more favorable prices. Accordingly,
the average trade and bills payables turnover days reduced to 65 days.

The average inventory turnover days and average trade and bills receivables turnover days were 45 days and 63 days respectively,
which were at a similar level as those for 2010. The trade receivables turnover days based on the actual sales amount in November and
December was 60 days (2010: 54 days).

PLEDGE OF ASSETS

As at 31 December 2011, deposits with certain banks totalling RMB4.0 million (2010: RMB38.1 million) were pledged as securities for
bills payable. The pledged bank deposits will be released upon the settlement of relevant bills payable.

CAPITAL COMMITMENTS AND CONTINGENCIES

As at 31 December 2011, the Group had total capital commitments of RMB296.5 million, mainly related to the construction of a new
headquarters, development of ERP system and upgrades of facilities in the production plant. These capital commitments are expected
to be financed by internal resources of the Group.

As disclosed in the Company’s 2011 interim report, the Group planned to build a new headquarters comprising a new design and
product development studio, a training centre, a sales centre, a new headquarters building and a management staff dormitory
building (the “New Headquarters”) in Jinjiang, Fujian where the headquarters of the Group is currently situated. Total capital
expenditure budget for the New Headquarters amounted to approximately RMB280.0 million and the outstanding commitment at 31
December 2011 amounted to approximately RMB237.6 million. As of the date of this report, the site of the New Headquarters has been
secured and construction work is expected to commence in the second quarter of 2012 and to be completed in 2015.

As at 31 December 2011, the Group had no material contingent liabilities.
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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 2011, the Group had 3,100 staff. Total staff costs for the year under review amounted to approximately RMB129.8
million (2010: RMB109.0 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 Wednesday, 2 May 2012 to Thursday, 3 May 2012 (both days inclusive) for the purpose of
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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 has adopted its own Code of Corporate Governance, which covered all the code provisions of the Code on Corporate
Governance Practices (the “CG Code”) as set out in Appendix 14 to the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rules”).

The Company had complied with all the code provisions of the CG Code throughout the year ended 31 December 2011 except that
the Chairman of the Board did not attend the annual general meeting held during the year as required by the CG Code due to an
unexpected overseas trip.

(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 three Independent Non-executive Directors, whose biographical
details and (where applicable) their family relationships are set out in the section headed “Biographical Details of Directors and
Senior Management” on pages 28 to 32.

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. 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 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.

Each of the Directors is given comprehensive training on corporate governance matters and regulatory requirements on
securities transactions by directors of listed issuers on appointment to the Board. The Company will continue to provide
ongoing training for the Directors to ensure that they have proper understanding of the Group's operations and business and
that they are fully aware of the regulatory requirements.

Chairman and Chief Executive Officer
The Chairman of the Board, Mr. Wang Dong Xing, is responsible for the overall management of the Board and ensuring that
good corporate governance practices and procedures are established. 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.
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Independence of Independent Non-executive Directors

Currently, the three 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 a written 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 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.

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.

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.
Chen Tien Tui. 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.

The Audit Committee had two meetings during the year ended 31 December 2011. During the meetings, the Audit
Committee had considered the annual report of the Group for the year ended 31 December 2010 and the interim report
of the Group for the six months ended 30 June 2011 as well as the reports prepared by the external auditor relating to
accounting and internal control issues and major findings in the course of audit/review.
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(i)

(iii)

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

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

During the year ended 31 December 2011, the Remuneration Committee held one meeting to discuss and approve the
bonus (if any) for the year ended 31 December 2010 and salary adjustments (if any) for the year ended 31 December 2011
of Executive Directors and senior management.

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.
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Meetings

The attendance of individual Directors at board meetings, Audit Committee meetings and Remuneration Committee meeting
held during the year ended 31 December 2011 are set out below:

Audit Remuneration

Committee Committee
Board Meeting Meeting Meeting
No. of meetings held during the year ended 31 December 2011 6 2 1
Executive Directors
Mr. Wang Dong Xing 5 N/A N/A
Mr. Wang Liang Xing 5 N/A N/A
Mr. Wang Cong Xing 6 N/A 1
Mr. Cai Rong Hua 3 N/A N/A
Mr. Hu Cheng Chu 5 N/A N/A
Mr. Wang Ru Ping 5 N/A N/A
Mr. Pan Rong Bin 5 N/A N/A
Independent Non-executive Directors
Dr.LuHong Te 3 2 N/A
Mr. Chen Tien Tui 4 1 1
Mr. Nie Xing 4 2 1

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.
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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”). A
copy of the Securities Dealing Code is provided to all Directors on their appointment. Reminders will be issued to the Directors
prior to the respective Board meetings to approve the Company’s interim results and annual results to remind the Directors that
they are not allowed to deal in the Company’s securities during the periods specified in the 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.

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 Board and the Audit Committee considered that the key areas of the
Group's internal control systems are reasonably implemented.

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 RMB2,249,000. Fees payable to KPMG for internal control review for the year amounted to RMB360,000.

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.
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(C) 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)  in the 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 to the Board 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 or via email to ir@lilanz.com.hk. Shareholders may also raise enquiries to the
Board on both operational and governance matters via email to ir@lilanz.com.hk or by raising questions at the general meetings
of the Company.

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 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.

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.
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DIRECTORS

Executive Directors

Mr. Wang Dong Xing (0 O 0 0O O), aged 51, 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 (OO0 OO0 O ODOO) from the Economics College of Peking University (OO0 O 0 0 OO O) in 2004 and an EMBA
programme organised by Lingnan College, Sun Yat-sen University (O O O 0O O O O O) in 2009. He is currently attending a China CEO
Programme (O O O O CEOO O) organized by Cheung Kong Graduate School of Business (0 0O 0 O O ). 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 (D 00O O0O0OO0OO O0O) and
standing vice chairman of the Jinjiang City Sewing and Apparel Association (0 0 0 0 0 O 0O O O). He is also vice chairman of the
Jinjiang Committee of China Democratic National Construction Association (0 0 0 0 0O 0O 0O O O O), vice president of the Jinjiang
Qingyang Chamber of Commerce (0 0 0O 0O 0O O 0O O O), council chairman of the Jinjiang Qingyang Foreign Investment Enterprise
Association (D 0 00O OO ODOODOO) and standing committee member of the Jinjiang Chamber of Commerce (D O OO0 OO
coo).

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 0 O 0 ), aged 49, 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 (D 000000000 OOOODO) from the School of Continuing Education of Tsinghua
University D 0 OO0 0OO0OODOO), an EMBA programme organised by Xiamen University (O O O O) and a China CEO Programme
(0 OO0 CEOO O) 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 Quanzhou City (O O
000000DOO00000DDOO00)andasupervisor of the Garment Association of the PRC (O 0O O O [0 O ). He was one of 50
persons honoured with a 2005 PRC Enterprises Trademark Award (20050 O O O 0 O 500 ) and was accredited as the “Brand China
People of the Year 2010" 20100 D OO OO O O).

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 O [0 00 0), aged 43, 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 (D 000000000 ODOODOO)from the School of Continuing Education of Tsinghua University (00 00 0O O
000 0)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 (00 0 00 0 0), aged 43, 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 0O O0OO00OO0ODOOO0OODO) from the School of Continuing Education of Tsinghua University
(0DODODOO0O0OO)in2006. 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 0 0 0O 0), aged 67, 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 (D OO0 OO0O0O0O0O0OODOODOO)from the School of Continuing Education of Tsinghua University (OO 00O 0O O
00O 00). He is currently the vice chairman of the Quanzhou Association of Professional Managers (D O OO0 O0O0O0O0O) and a
supervisor of the Association of China Brand Managers of the Brand China Industry Union (D D O 000000 OOODOODOOO
). 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 (2007-200801 0 2009-20100 O O 100 00 0 O O O 0O), the top 10 brand manager in China for the year 2010
(200000000000 0) and the China Great Wall outstanding advertising personage award for the year 201120110 00 0 O
0000 —0ooooooo).

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 (OO 0 0O 0O 0), aged 49, 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 (O O O OO0 OO OO O) in 2000 and a diploma programme for
chief executive officers of enterprises (0 O O O O O O O O) from the Faculty of Economics at Peking University (O O O O) 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.

o v,!‘. e \y A Annual Report 2011 | 29



B o gehic od Berals OFf
Dot sAnd Send r Mg ag:  ent e nined)

Mr. Pan Rong Bin (0 [0 0 00 0), aged 38, 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 0 00000000 O0OOO
) from the School of Continuing Education of Tsinghua University (0 O 0 0 0O 0O O 0O O O), the PRC in 2006. From 2001 to 2005,
Mr. Pan was a representative in the Nanping Municipal People’s Congress, Fujian Province (D O 000 OO0 OO OO O). Since 1995
to 2007, he was a member of the Chinese People’s Political Consultative Conference of Jianyang City, Fujian Province (D 0 O 0 OO
O0000000000000).He was honoured with the Award for the Model of Labour in Quanzhou City, Fujian Province (O O
0000000 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 (0 O O 0 0O), aged 51, is an independent non-executive Director of the Company. He joined the Board on 13 June
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SENIOR MANAGEMENT

Mr. Ji Wen Bo (O 00 O O ), aged 53, is the chief fashion designer of the Group’s core brand “LILANZ". He joined the Group as a
design consultant in 2001 and acted as chief fashion designer of the Group’s core brand “LILANZ" since January 2007. He is a senior
designer and engineer, having completed a programme in professional craftsmanship and art at Changchun University (0 O 0 0O)
during the years between 1980 and 1982. In 1998, Mr. Ji was elected as one of the Ten Best Fashion Designers in the PRC and was
recognised as the top national menswear designer for 2001, 2002 and 2003 by the organising committee of the China Fashion Week.
In 2004, he presented a series of menswear with the theme of Oriental Spirit — Chinese Charisma (0 O 0 — O 0O O O) at the Paris
— China Fashion Week (0 O — O 0O 0O 0O 0O) during Les Annees Chine — France (0 O O O O) and was awarded the Eighth China
Fashion Design “Golden Award” (O 0O O) by the China Fashion Association (0 0 0O 0O 0O O O O O). Mr. Ji was invited to present his
own range of designs during the International Fashion Week of Pusan, Korea (O 0 O 0O 0O O O O) in 2006 and as the first fashion
designer from Asia, showcase menswear collections with the theme of “Lilang —Ji Wen Bo” (O O — O O O) in the "Milan Menswear
Show” (Milano Moda Uomo) of Italy in 2007. In 2008, Mr. Ji also participated in fashion shows in Japan and Taiwan.

Ms. Ko Yuk Lan (O O O 0O O), aged 50, 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 O O O O O O) (stock code 2200), the shares of which are
listed on the Stock Exchange.

Mr. Lin Yi-Chieh (O O 0 O O), aged 35, 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 O 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 (O 00 0 O 0), aged 35, 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 (D OO0 OO0 OO) in 1998 and an advanced
programme of excellent corporate operation and management (D OO0 000000 OO OO O O) from the School of Continuing
Education of Tsinghua University (OO OO0 OO OO O) in 2006. She completed a programme in project management and a
master programme in business administration for senior managers (0 O 0 O 0 0 O O O O) at Xiamen 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 (00 0 0 0 [O0), aged 41, 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 O) with a bachelor degree in
professional trade and economics in 1992 and completed an EMBA core course from Cheung Kong Graduate School of Business (O O
0 00) in 2006. From 1992 to 2007, he had worked in S. C. Johnson & Son, Inc. (O O O 0O 0O O O O) as sales representative and
branch office manager, worked in Coty Inc. (O O O O O O O O O) as regional manager and sales manager in China region, worked in
Henkel AG (O O O O O O) as National Trade Marketing Manager and National Sales Director, worked in Li Ning Company Limited (O
OO0 000) as department head targeting key clients and worked in Puma China (O O O O) as regional sales and marketing
manager for the eastern, central and western China regions. He joined the Group on 27 August 2007 and since then he has been the
head of the marketing in the sales and marketing department of the Group's core brand “LILANZ".
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Mr. Zhuang Zhi Han (O 0 O O 0), aged 42, is the deputy financial controller of the Group. He graduated from Faculty of
Accountancy from East China Technology University (0 O O O O O) with a bachelor’s degree in Economics major in accounting in
1994. He is currently attending a EMBA programme in Xiamen University. Prior to joining the Group, he worked in Xiaxin Electronic
Stock Company Limited (D OO0 00 00O OO O), responsible for the overall financial affairs. He joined the Group on 1 September
2008.

Mr. Chen Wei Jin (O 0 O O 0O ), aged 42, 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 (0000000000 O0OO0OO) from the School of Continuing Education
of Tsinghua University (D OO0 OO0 OO OO O) in February 2006. From 1989 to 2004, he served as the general manager of Jinjiang
Weixin Knitters Factory (O O 0O O O O O ). From 1996 to 2004, he also worked in the Jinjiang branch office of the China Life Insurance
Company Limited (D OO0 OO0O0OO0O0QOODOODOO) as the general manager of the sales department, where he was recognised
as Pioneer of Sales and Marketing (0 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 0 O 0), aged 30, 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 (O O O O) in June 2000 and an advanced programme
of excellent corporate operation and management (D OO0 OO0 OOOO0OO0DOO0OO) from the School of Continuing Education
of Tsinghua University (OO0 OO OO DO O0O) 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 00 O 0 O), aged 36, is the deputy financial controller of the Group. He completed an advanced programme
of excellent corporate operation and management (D OO0 OO0 OO0ODOOOOOQOO) from the School of Continuing Education
of Tsinghua University (D O OO0 OO O0OO), 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 (O OO0 OO0 OO O O O) at Commerce
College of Huagiao University (O O O O ). He is currently attending a programme in finance at the Fujian Agriculture and Forestry
University Continuing Education School (D O OO OO OO OO O O). He joined the Group on 24 April 1995.
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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 2011.

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:

2011 2010
Percentage of Percentage of
the group’s total the group’s total

Sales Purchases Sales Purchases
The largest customer 13.2% 14.5%
Five largest customers in aggregate 31.1% 36.0%
The largest supplier 3.6% 4.7%
Five largest suppliers in aggregate 15.2% 19.2%

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 100 of the
annual report.

FINANCIAL STATEMENTS

The profit of the Group for the year ended 31 December 2011 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 45 to 99 of the annual report.
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TRANSFER TO RESERVES

Profits attributable to shareholders, before dividends, of RMB623,138,000 (2010: RMB418,728,000) 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 HK11 cents (2010: RMB5 cents) per ordinary share and a special interim dividend of HK5 cents (2010: RMB nil
cents) per ordinary share was paid on 16 October 2011. The Directors now recommend the payment of a final dividend of HK19 cents
(2010: RMB12 cents) per ordinary share and a special final dividend of HK6 cents (2010: RMB nil cents) per ordinary share in respect of
the year ended 31 December 2011.

CHARITABLE DONATIONS
Charitable donations made by the Group during the year amounted to RMB1,249,000 (2010: RMB1,432,000).

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
2011 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 2011.
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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.LuHong Te

Mr. Chen Tien Tui

Mr. Nie Xing

Details of the Directors’ biographies have been set out on pages 28 to 32 of the annual report.

In accordance with article 105(A) of the Company’s articles of association, Mr. Wang Dong Xing, Mr. Hu Cheng Chu, Mr. Wang Ru Ping
and Mr. Nie Xing will retire from the Board by rotation at the forthcoming annual general meeting and, being eligible, offer themselves
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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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES

As at 31 December 2011, 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”) USS$1.00 each (L)
(Note 2)
Mr. Wang Liang Xing The Company Beneficial owner 22,950,000 shares (L) 191%
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%
USS$1.00 each (L)

Mr. Cai Rong Hua The Company Beneficial owner 7,200,000 shares (L) 0.60%

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%
USS$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%
USS$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 2011, 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 2011, 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

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

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

Ming Lang Investments Limited Beneficial owner 68,500,000 shares (L) 5.70%
("Ming Lang Investments”) (Note 3)

FIL Limited Investment manager 73,043,000 shares (L) 6.08%

Notes:
() The letter "L" denotes the person’s long position in the shares of our Company.

(2) 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 2011, 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.
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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:

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 exe