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Financial Highlights
MBERE

The board of directors (the “Board”) of Kingdom Holdings Limited
(the “Company”) is pleased to present the unaudited consolidated
interim results of the Company and its subsidiaries (collectively,
the “Group”) for the six months ended 30 June 2018 (the “Review
Period”):

J Revenue increased by approximately 12.9% to approximately
RMB513,401,000 for the six months ended 30 June 2018 from
approximately RMB454,836,000 for the six months ended 30

June 2017.

J The Group accounted for approximately 44% of the total pure
linen yarn export from China by volume during the Review
Period.

J Gross profit margin increased by approximately 4.0 percentage

points to approximately 16.0% for the six months ended 30
June 2018 from approximately 12.0% for the six months ended
30 June 2017 as a result of the selling price of linen yarn
bottomed out at end of 2017.

J Profit for the Review Period increased by 169.2% to
approximately RMB22,481,000 for the six months ended 30
June 2018 from approximately RMB8,350,000 for the six
months ended 30 June 2017.

o Profit attributable to the owners of the parent increased by
approximately 230.9% to approximately RMB23,099,000
for the six months ended 30 June 2018 from approximately
RMB6,981,000 for the six months ended 30 June 2017.

J Basic earnings per share grew approximately threefold to
approximately RMBO0.04 for the six months ended 30 June
2018 compared to approximately RMB0.01 for the six months
ended 30 June 2017.
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Management Discussion and Analysis

BUSINESS REVIEW

In 2017, price of linen yarn dropped to its very low level with
recovery slowly picked up towards the end of 2017 and continued to
improve over the first six months of 2018.

According to the General Administration of Customs of the People’s
Republic of China, the total value of all yarn and textile products
export from China grew by approximately 10.3% on a year-on-year
basis during the Review Period.

Pure linen yarn export, on the other hand, grew by approximately
23.0% year-on-year by volume during the Review Period.

From the past few years and up to end of 2017, the entire flax yarn
industry has expanded its capacity too fast, prices have reached
a low point in the third quarter of 2017, spinning mills with poor
productivity had ceased operations and closed down. The overall
supply of the flax yarn has decreased, resulting in increases in the
market prices of flax yarn in recent months. In addition, from the
market perspective, the consumers of these fast fashion brands in
Asian countries like China and India are increasingly accepting
linen products through their stores and linen consumption pattern
established. Linen products have gained more and more recognition
from the consumers, and the market consumption volume has
gradually recovered and expanded.

The Group had accounted for approximately 44.0% of the total pure
linen yarn export from China by volume during the Review Period,
compared with approximately 47.8% of market share for the same
period in last year.

During the Review Period, revenue of the Group increased by
approximately 12.9% on a year-on-year basis to RMB513,401,000.
The increase in revenue was mainly attributable to the improving
demand from overseas markets and as a result of the recovery of
market demand especially in the EU region and price adjustments on
the linen yarn products of the Group since beginning of 2018.
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Management Discussion and AnaIyS|s
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Major Markets and Customers

By implementing an international sales strategy, the Group has a
sales network covering approximately 20 countries and regions
around the world. During the Review Period, the domestic sales,
which contributed approximately 31.7% of the Group's total revenue,
recorded an increase of approximately 7.4% as compared with the
same period of last year, while the overseas sales, which contributed
approximately 68.3% of the Group’s total revenue, recorded
an increase of approximately 15.6% on a year-on-year basis. In
particular, total sales to European Union countries reported a strong
growth of 18.7% on a year-on-year basis during the Review Period.
Key European Union countries include ltaly, Portugal and Lithuania.
The Group constantly maintains stable and amicable collaborations
with international fashion brands. Meanwhile, the Group will
also persist in developing the domestic market and secure more
cooperation with target customers in China.

Raw Material Procurement

The Group mainly sources its fibre flax, the major raw material of
linen yarn, from well-established suppliers such as those in France,
Belgium and the Netherlands. Being one of the largest buyers in these
regions, the Group has developed long term business relationship
with suppliers. During the Review Period, the Group procured
approximately 14,173 tonnes (2017: 13,914 tonnes) of raw materials
abroad, representing a year-on-year increase of approximately 1.9%.
The average procurement unit price was approximately RMB20,253
per tonne, representing an annual increase of approximately 5.3%
from approximately RMB19,240 for the same period last year. The
Group is cautiously optimistic about the future of the linen textile
industry and it is the corporate procurement strategy of the Group
to maintain its production scale and to secure a steady volume of
production going forward.
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Management Discussion and AnaIySIS

Production Capacity

As at 30 June 2018, the Group had four productions bases. The
production bases in (1) Haiyan County, Zhejiang Province (1st Phase
of the Haiyan Plant); (2) Rugao in Jiangsu Province; (3) Haiyan
County, Zhejiang Province (2nd Phase of the Haiyan Plant) and (4)
Qinggang in Heilongjiang Province have designed annual production
capacities of 7,000 tonnes, 6,000 tonnes, 5,000 tonnes, and 4,000
tonnes respectively, resulting in the Group’s aggregate annual
production capacity reaching 22,000 tonnes based on the 24 nm
standard specification. Equipped with the advanced equipment for
its unique spinning technique, namely wet spinning and long and
short spinning, the Group can manufacture products with multiple
specifications from 3nm to 75nm, thereby broadening the choices
of its customers and achieving higher satisfaction at the same time.
A total of 8,539 tonnes of linen and hemp yarn under various
specifications was produced during the Review Period.

The Group owns 72.73% of the equity interest of the Heilongjiang
venture and it is the Group’s maiden attempt to explore the hemp
yarn market, as the Company believes hemp will grow rapidly in the
next few years due to the national policy in China to promote the
planting of hemp in Heilongjiang region and the use of the hemp
textile products. There were 127 tonnes of hemp yarn produced
during the Review Period.

Apart from China, the Group has also committed to investing in
Ethiopia. The investment is expected to help the Group outcompete
its competitors not only by helping the Group save land cost, labour
cost, energy cost and tax expenses, but also by enabling the Group
to benefit from the favourable treatment under the African Growth
and Opportunity Act (AGOA), a piece of the United States legislation
which allows eligible apparel articles made in qualifying sub-Saharan
African countries, including Ethiopia, to be imported without duty
and quota. The Group also expects the investment to be benefitted
from the Everything but Arms (EBA) initiative of the European Union
for least developed countries (LDCs), which grants duty-free quota-
free access to all products into European Union countries, except for
arms and ammunitions. The first phase of the Ethiopia project, with a
designed annual production capacity of 5,000 tonnes, is expected to
commence trial production in 2019.
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Management Discussion and AnaIyS|s
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FINANCIAL REVIEW
Revenue

For the Review Period,
approximately 12.9% to approximately RMB513,401,000 (six months
ended 30 June 2017: RMB454,836,000). The increase of revenue
was mainly attributable to (i) the recovery of the overall market
demand and (ii) the increased average selling price of linen yarn

the Group’s revenue increased by

during the Review Period. There were approximately 1.2% more in
quantity and resulting in 8,243 tonnes of linen yarn sold during the
Review Period (six months ended 30 June 2017: 8,144 tonnes). Sales
to all regions had year-on-year improvement, in particular, each of
domestic, European Union and non- European Union regions grew
approximately 7.4%, 18.7% and 13.7%, respectively, during the
Review Period.

The breakdown of revenue by sales regions is as follows:

China F
European Union Countries B B8 B
Non-European Union Countries FERR B2 B
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Management Discussion and Analysis

Gross Profit and Gross Profit Margin

The Group’s gross profit for the Review Period increased by
approximately 50.1% to approximately RMB82,245,000 (six months
ended 30 June 2017: approximately RMB54,805,000). Gross profit
margin for the Review Period improved by approximately 4.0
percentage points to approximately 16.0% (six months ended 30 June
2017: approximately 12.0%) mainly due to the increase of selling
prices of linen yarn as the market demand recovered during the
Review Period.

Other Income and Gains

Other income and gains for the Review Period mainly comprises
of fair value gain on derivative instruments of approximately
RMB5,474,000 (six months ended 30 June 2017: fair value
loss of approximately RMB747,000), government grants and
subsidies of approximately RMB865,000 (six months ended 30
June 2017: approximately RMB10,827,000) and interest income
of approximately RMB326,000 (six months ended 30 June 2017:
approximately RMB676,000). The drop in other income and gains
was attributable to the fact of the decrease in government grants
received during the Review Period.

Selling and Distribution Costs

The Group’s selling and distribution costs for the Review Period
amounted to approximately RMB21,227,000 (six months ended 30
June 2017: approximately RMB16,783,000), which accounted for
approximately 4.1% (six months ended 30 June 2017: approximately
3.7%) of the Group’s total revenue. The increase in selling costs as a
percentage of revenue during the Review Period was mainly due to
higher percentage of export sales resulting in higher freight costs and
overseas sale agent commission incurred.

Administrative Expenses

The Group’s administrative expenses for the Review Period amounted
to approximately RMB29,993,000 (six months ended 30 June
2017: approximately RMB25,222,000), representing an increase of
approximately 18.9% as compared with the corresponding period last
year. The increase in the Group’s administrative expenses was mainly
due to additional staff costs and afforestation expenses for the new
Heilongjiang factory during the Review Period, as well as additional
consultancy and legal fees to participate in the India anti-dumping
investigation.
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Management Discussion and AnaIyS|s

MIEJE H—_I.HH:B&/-\$E

Other expenses

Other expenses mainly comprises of net exchange loss of
approximately RMB3,793,000 (six months ended 30 June 2017:
approximately RMB10,946,000). The net exchange loss was mainly
due to the depreciation of Renminbi against United States Dollars of
approximately 1.3% and an appreciation of Renminbi against Euro of
approximately 1.9% during the Review Period.

Finance Costs

Net finance costs for the Review Period amounted to approximately
RMB9,253,000 (six months ended 30 June 2017: approximately
RMB7,024,000). Net finance costs represent total interest expense
on bank loans less amount capitalized attributable to capital assets.
An interest expense of approximately RMB1,743,000 was capitalized
during the Review Period (six months ended 30 June 2017:
approximately RMB5,722,000).

Income Tax Expense/Credit

Income tax expense for the Review Period amounted to
approximately RMB2,099,000 (six months ended 30 June 2017:
income tax credit of approximately RMB2,185,000). The effective tax
rate for the Review Period and the corresponding period in 2017 was
approximately 8.5% and —35.4% respectively. The income tax credit
in 2017 and the relative low effective tax rate during the Review
Period was mainly due to the reversal of dividend withholding tax
in PRC. The Company had been accruing the provision of dividend
withholding tax using the standard rate of 10% but the relevant tax
authorities had been charging at 5% in previous years.

Minority interests
The minority interests of approximately RMB618,000 represents the
share of the net loss of certain subsidiaries of the Group attributable

to the minority shareholders during the Review Period (six months
ended 30 June 2017: profit of approximately RMB1,369,000).
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Management Discussion and AnaIySIS

Profit Attributable to Owners of the Parent

As a result of the aforesaid, the Group recorded a profit attributable
to owners of the parent for the Review Period of approximately
RMB23,099,000 (six months ended 30 June 2017: RMB6,981,000),
representing an increase of approximately 230.9% as compared with
the corresponding period last year.

Liquidity and Financial Resources

As at 30 June 2018, the Group had net current assets of
approximately RMB293,950,000 (as at 31 December 2017:
approximately RMB307,836,000). The Group financed its operations
with internally generated resources and bank loans during the Review
Period.

As at 30 June 2018, the Group had cash and cash equivalents
of approximately RMB133,252,000 (as at 31 December 2017:
approximately RMB173,824,000). The liquidity ratio of the Group
as at 30 June 2018 was approximately 136.2% (as at 31 December
2017: approximately 137.2%).

Total equity of the Group as at 30 June 2018 was approximately
RMB1,069,405,000 (as at 31 December 2017: approximately
RMB1,050,196,000). As at 30 June 2018, the Group had bank
loans repayable within 12 months from the date of the statement
of financial position of approximately RMB533,993,000 (as at 31
December 2017: approximately RMB519,561,000) and long-term
loans of approximately RMB63,000,000 (as at 31 December 2017:
approximately RMB75,600,000). Together they represented a gross
debt gearing ratio (i.e. total borrowings/total equity) amounted to
approximately 55.8% (as at 31 December 2017: approximately
56.7%). The Board believes that the Group’s existing financial
resources are sufficient for the Group’s capital expenditure
requirement in the remaining period of 2018.

The Group’s cash and cash equivalents as well as borrowings are
mainly denominated in Renminbi, United States Dollars, Euro and
Hong Kong Dollars.
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MIEJEL—J-HHB&/-\H?

CAPITAL COMMITMENTS

As at 30 June 2018, outstanding contractual capital commitments
of the Group in respect of the purchase of property, plant and
equipment not provided for in the interim condensed consolidated
financial statements amounted to approximately RMB175,190,000
(as at 31 December 2017: approximately RMB36,283,000). As at
30 June 2018, there was no capital commitment authorised but not
contracted for (as at 31 December 2017: Nil).

CONTINGENT LIABILITIES

As at 30 June 2018, the Group did not have any contingent liabilities.

CHARGE ON ASSETS

As at 30 June 2018, the current interest-bearing bank loans with
a carrying amount of RMB259,720,000 were secured by certain
property, plant and equipment, prepaid land lease payments,
inventories with carrying amounts of approximately RMB189,638,000
(31 December 2017: approximately RMB112,775,000),
approximately RMB26,464,000 (31 December 2017: approximately
RMB27,421,000) and approximately RMB40,000,000 (31 December
2017: approximately RMB40,000,000) respectively.

As at 30 June 2018, the non-current interest-bearing bank borrowings
with a carrying amount of RMB63,000,000 were secured by certain
property, plant and equipment, prepaid land lease payments, of the
Group with carrying amounts of RMB76,974,000 (31 December
2017: approximately RMB78,961,000) and RMB15,262,000 (31
December 2017: approximately RMB15,422,000), respectively.
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Management Discussion and Ana|y5|s

MATERIAL INVESTMENTS

During the Review Period, the Board approved a Master Agreement
of Procurement Service and the Management Service for the
development of the Project in Ethiopia at an aggregate contract
price of RMB208,670,000. Kingdom (Ethiopia) has engaged one of
the largest engineering design institutes in the PRC to provide an
engineering procurement construction (EPC)/Turn-key services in
respect of the construction of the factory in Adama Industrial Park in
Ethiopia for the production of flax yarn.

Please refer to the Company’s announcement dated 25 January 2018
for further details.

Saved for disclosed above, there was no material acquisition or
disposal of the Group’s subsidiaries and associates during the Review
Period.

As at the date of this interim report, the Group had no concrete plan
for any material investments or capital assets.

FOREIGN CURRENCY EXPOSURE

The Group’s transactions are mainly denominated in Renminbi,
United States Dollars, Euros and Hong Kong Dollars. The exchange
rate changes of such currencies are monitored regularly and
managed appropriately. Currently, the Company has also entered into
certain foreign currency forward contracts and derivative financial
instruments by utilising its credit line, and derivative financial
instruments with an asset of RMB1,707,000 was recognized as
at 30 June 2018 (as at 31 December 2017: current liabilities of
RMB7,002,000).
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Management Discussion and AnalyS|s
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REMUNERATION POLICY

As at 30 June 2018, the Group had a total of 3,125 employees (30
June 2017: 2,627 employees). Total staff costs incurred for the Review
Period amounted to approximately RMB96,029,000 (six months
ended 30 June 2017: RMB80,687,000).

The Group offers comprehensive and competitive remuneration,
retirement scheme and benefit packages to its employees. The Group
is required to make contributions to a social security scheme in
China. Moreover, the Group and its employees in China are each
required to make contributions to fund pension insurance and
unemployment insurance at rates specified in the relevant laws and
regulations in China.

The remuneration policy for the employees of the Group is
formulated by the Board with reference to the employee’s respective
qualification, experience, responsibilities and contributions to
the Group, as well as the prevailing market rate of remuneration
for a similar position. The remuneration of the directors of the
Company (the “Directors”) are determined by the Board and the
remuneration committee of the Company with the mandate given by
the shareholders at the annual general meeting having regard to the
Group's operating results, individual performance and comparable
market statistics. The Group also provides both internal and external
training programmes for its employees from time to time.

The Group has also adopted share option schemes and a share award
plan for the purpose of providing incentives and rewards to the
Directors, including independent non-executive Directors, and other
employees of the Group who have contributed to the success of the
Group's operations.

14 2018 Interim Report =8 — \FE R RS

A BUR

RZE—NFNA=1TH ~XEEAEHXEHF3,125
%EE(_E +tENA=ZTH:2,627% 1R
B) BESMEAANEEANBEIAKANAARE
96,029,0007T (BE_-_ZE—+FE,xA=+H 1/~
A AR#80,687,0007T) °

AEEREEERFEEZENMARF NOFN R
KEt B R BAFE - AREARTBELERE
BEF - WIN AERE M EFRERASORERH

EUER SOERFTANK T MEZRRE R ER
Kr/\ﬂzﬁ'f T)\o
Ziiﬁﬁ,%ﬁﬁ%?%ﬁ FHEEE2RREENE

B8 PR EERT HAKENE R B OUR
LLE‘JL%?TFH‘%%MW?L%IJE EXERAREF
@Hé,\aﬁéﬂx%ﬁ‘ﬂiﬁﬂﬁﬁ’*t#% RIEA

BMEexE ARrES ([EE)ENKRRR
Ttt?miﬁﬁk%FZIEi% g7 B o AN SR [ IR B S
HigBRHENE RIMBIFIIRE

AEB N RN g 8 M () 2R3 B
MAMERAEEEBHORINMELERNES (8
B IEMITESR) RASEMNEME S R HHE
K E2Ep -



Management Discussion and Analysis

OUTLOOK AND PLANS

There is a growing trend towards the use of environmental friendly
natural fibers. The Group considers that linen yarn, as one of the most
environmental friendly fibers, will benefit from this trend.

There is a rise in the sentiment of protectionism and unilateralism and
global free trade is under imminent threats. Despite so, the Group
remains cautiously optimistic that the demand of linen yarn has
bottomed out and will be robust with the remainder of this year. The
Group may consider further adjusting the selling prices of linen yarn
upwards in the second half of 2018. This will be done progressively
and subject to market reaction.

The Ethiopia project will not only helps the Group to save land cost,
labour cost, energy cost and tax expenses, but also enables the Group
to benefit from the favourable treatment under the African Growth
and Opportunity Act (AGOA) of United States and the Everything
but Arms (EBA) initiative of the European Union for least developed
countries (LDCs), which grants duty-free quota-free access to all
products into these countries, to counter the threats of protectionism
and unilateralism.
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Disclosure of Interests

DIRECTORS’ AND CHIEF EXECUTIVES” INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2018, the Directors and their associates had the
following interests in shares of the Company (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, Chapter 571 of the Laws of Hong Kong
(the “SFO")), which were notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant
to Divisions 7 and 8 of part XV of the SFO (including interests or
short positions which they were taken or deemed to have under
such provisions of the SFO), or which were recorded in the register
required to be kept under Section 352 of the SFO or which were
required, pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as set out in Appendix
10 to the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) to be notified to
the Company and the Stock Exchange:

Long positions in Shares

EERESTRAERRSG HERGOK
ESHEANEERAXR

R-ZE—NEXNA=Z1+H EELHENHBEAR
RAam ([BRB]) A2 REARZEZE (T
EREBLIPIENEBZFLPERL ((BHR
HEWRAEI]) EXVER) MIEREIR D REHF - HEIR
BEENMPEERNEXVIEI RS HEMEARR
RAINEBBARZAARAT ([BRAT]) RS
(BIEREES RS KROIE BIESUR S HE 1EX
BRIEFHBAERIAR) SEBABHFRAERK
BIE3S2MEMEFEMBELMAER  IRRES
BAXZHARARES EMRA ([ EHRA])
HIEr+Frsi ) E BT AERETESF R HNIEZE
AESTRI ([F22<p8) ) BAE AR R R FTE R
FRp (NS

BROBFRE

Ordinary Shares of HK$ 0.01 each

BREEIETHEER
Approximately
Total percentage of
Personal Corporate number of issued share
Name of Director Espg interests interests Shares held capital (%)
(Note 1)
HERTRA
BARS fEEE ARROLH BOEI(%)
(Biat1)
Mr. Ren Weiming ERAKE 12,072,000 290,244,000 302,316,000 48.01
(Note 2)
(Hat2)
Mr. Ngan Kam Wai Albert BEEEE 418,000 67,000,000 67,418,000 10.71
(Note 3)
(Hit3)
Ms. Shen Hong BT 480,000 - 480,000 0.08
Notes: Bt :
1. The Shares are registered under the names of the Directors who are the 1.  ZERGHIUMEAEZRENESTNEEETL -

beneficial shareholders.
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28 Mr. Ren Weiming holds approximately 76.38% of the issued share
capital of Kingdom Investment (BVI) (as defined below). Mr. Ren
therefore holds a controlling interest in Kingdom Investment (BVI)
and is deemed under the SFO to be interested in the Shares held by
Kingdom Investment (BVI).

3. Mr. Ngan Kam Wai Albert and Ms. Ngan Chan Kattie Sau Kat, the
spouse of Mr. Ngan, holds approximately 51.00% and 23.00% of the
issued share capital of Millionfull International (as defined below) and
57.98% and 29.76% of the issued share capital of Millionfull Company
Limited, respectively. Mr. Ngan therefore holds controlling interests in
both Millionfull International and Millionfull Company Limited and
is deemed under the SFO to be interested in 64,800,000 Shares, i.e.
10.29%, held by Millionfull International and 2,200,000 Shares, i.e.
0.35%, held by Millionfull Company Limited.

Share options

As at 30 June 2018, no share options were granted to the Directors or
any of their associates.

Save as disclosed above, as at 30 June 2018, none of the Directors
or their associates had any interests or short positions in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO)
which would have to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which they were taken or
deemed to have under such provisions of the SFO), or which were
recorded in the register required to be kept under Section 352 of the
SFO or which were required to be notified to the Company and the
Stock Exchange pursuant to the Model Code.

Save as disclosed above, at no time during the Review Period was the
Company or any of its subsidiary companies a party or parties to any
arrangement to enable the Directors to acquire benefits by means of
acquisition of shares in or debentures of the Company or any other
body corporate.

Disclosure of Interests
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Disclosure of Interests

INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL
SHAREHOLDERS

So far as it is known to the Directors, as at 30 June 2018, the
following persons, other than a Director or chief executive of the
Company, had, or were deemed or taken to have, interests or short
positions in the shares or underlying shares of the Company which
would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or which were recorded in
the register required to be kept under Section 336 of the SFO:

Long positions in Shares

Name of Shareholder Capacity

RER &R 4%

Kingdom Investment Holdings Limited Beneficial owner
(“Kingdom Investment (BVI)”) (Note 1)

Kingdom Investment Holdings Limited
([Kingdom Investment (BVI) ] ) (/7:#7)

BEamEEA

Millionfull International Co., Ltd. Beneficial owner

(“Millionfull International”) (Note 2)

Millionfull International Co., Ltd. EmEA A
(I'Millionfull International |) (4#7772)

Notes:

1. Kingdom Investment (BVI) is owned as to 76.38% by Mr. Ren Weiming,

an executive Director and substantial shareholder of the Company.

2. Millionfull International is owned as to 51.00% by Mr. Ngan Kam Wai
Albert, a non-executive Director, and 23.00% by Ms. Ngan Chan Kattie
Sau Kat, the spouse of Mr. Ngan.

Save as disclosed above, as at 30 June 2018, the Company had not
been notified by any person, other than a Director or chief executive
of the Company, who had, or were deemed or taken to have,
interests or short positions in the shares or underlying shares of the
Company which would fall to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO, or which were
recorded in the register required to be kept by the Company under
section 336 of the SFO.
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64,800,000 10.29

B 5E

. ARARTEERIBRREEPRELES
Kingdom Investment (BVI) 76.38% iz ©

2. IR TESHESEREERERSE 2L (BEEE
B8 ) 5 Bl A Millionfull International 51.00%
K23.00%H) 2%

B EFEBEN R-2—\FAAS+A &
AR EEEMALT (EFRARFRDTHA
BFR 5N S - H AR R IR AR AR 0 o
AR WA E BRI 5 R B I B XV
BE2RIHBEXARALFHE  KELABS
BB EDIE336150 E AR AE BB RMY
HER SR -



L R e e

S Y h
- —_——

Corporate Governance and Other Information

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SHARES

The Company has adopted Share Award Plan on 26 August 2016 (as
further detailed in the paragraph headed “Share Award Plan” under
this section of the interim report). The Trustee had purchased an
aggregate of 19,400,000 Shares on the market in 2017 to hold on
trust for the selected persons pursuant to the terms and conditions
of the rules of the Share Award Plan and the trust deed. The Board
had granted 19,400,000 Awarded Shares to more than 90 employees
during the Review Period. Please refer to the paragraph headed
“Share Award Plan” under the section “Management Discussion and
Analysis” and the Company’s announcement dated 25 May 2018 for
further details. There were 19,370,000 Awarded Shares accepted as of
30 June 2018.

Save as disclosed above, the Company or any of its subsidiaries did
not purchase, sell or redeem any of the Company’s listed securities
during the six-month period ended 30 June 2018.

CORPORATE STRATEGY

The primary objective of the Group is to enhance long-term total
return for shareholders. To achieve this objective, the strategy of
the Group is to deliver sustainable returns with solid financial
fundamentals. The management discussion and analysis contain
discussions and analyses of the performance of the Group and the
basis on which the Group generates or preserves value over the
longer term and the strategy for delivering the objective of the Group.

INTERIM DIVIDEND

The Board has resolved not to recommend any interim dividend for
the six months ended 30 June 2018 (30 June 2017: Nil).
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Corporate Governance and Other Informatlon

TEREAREMLESR

SHARE OPTION SCHEMES

Pursuant to the written resolutions of the sole shareholder of the
Company passed on 15 November 2006, the Company adopted a
share option scheme (the “Old Scheme”). The Old Scheme expired in
2076.

A new share option scheme (the “New Scheme”) with shareholders’
approval at the annual general meeting held on 30 May 2016 was
adopted on the same date, for the purpose of providing rewards and
incentives to any Director, employee, consultant, customer, supplier,
agent, partner or advisor of or contractor to the Group who have
contributed to the success of the Group’s operations.

Subject to the terms of the Old Scheme and the New Scheme,
the Board may at its discretion grant options to: (i) any Director,
employee, consultant, customer, supplier, agent, partner or adviser
of or contractor to the Group or a company in which the Group
holds an interest or a subsidiary of such company (“Affiliate”);
or (ii) the trustee of any trust the beneficiary of which or any
discretionary trust the discretionary objects of which include any
Director, employee, consultant, professional, customer, supplier,
agent, partner or adviser of or contractor to the Group or an Affiliate;
or (iii) a company beneficially owned by any Director, employee,
consultant, professional, customer, supplier, agent, partner, adviser of
or contractor to the Group or an Affiliate.

The overall limit on the number of Shares which may be issued upon
exercise of all outstanding options granted and yet to be exercised
under the New Scheme and any other schemes must not exceed
30% of the Shares in issue from time to time. Subject to the aforesaid
limit, the total number of Shares available for issue under options
which may be granted under the New Scheme and any other schemes
must not, in aggregate, exceed 62,967,800 Shares, being 10% of
the number of issued shares of the Company as at 30 May 2016, the
date of adoption of the New Scheme, unless separate shareholders’
approval has been obtained.
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Corporate Governance and Other Informatlon

The maximum entitlement for any one participant under the New
Scheme shall not in any 12-month period up to the date of grant
exceed 1% of the issued share capital of the Company as at the date
of grant.

The period within which the options must be exercised will be
specified by the Board at the time of the grant, and must expire no
later than 10 years from the date of grant of the options.

The subscription price for any Share shall not be less than the highest
of (i) the closing price of a share as stated in the Stock Exchange’s
daily quotations sheet on the date of grant of the relevant option,
which must be a business day, (ii) an amount equivalent to the
average closing price of a share as stated in the Stock Exchange’s
daily quotations sheets for the five business days immediately
preceding the date of grant of the relevant option and (iii) the nominal
value of a share.

Options carrying rights to subscribe for a maximum of 22,250,000
shares were granted on 24 August 2015 (the “Date of Grant”) (of
which options carrying rights to subscribe for 6,000,000 shares have
since been cancelled) and remained outstanding under the Old
Scheme as at 30 June 2018 with details as follows:

TEEAREMER
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EREDTEH) BR-ZE-N\EXA=THRE
EFFRIDARTERNEREFBOT

Number of Shares issuable under the options

BRESRHIRTROHE
Exercise Granted  Exercised  Forfeited  Cancelled
price per Asat  during the  during the  during the  during the Asat  Exercise
Grantees Date of Grant share  1/1/2018 period period period period 30/06/2018  period
R R
BR —F-N\F —B-N\F
ERA Kiti A 8 TEE -A-A HARH HrfTE  HARR  BrE® AA=tTR TEH
HK$
BT
Employees of the Group 24/08/2015 2.0 5,750,000 - - - 5,750,000 note 1
in aggregate
FEEES G “E-RENAZTEA iz
Supplier 24/08/2015 2.0 2,500,000 - - - 2,500,000 note 1
R “E2-nE/\AZ+MmA gl
Sales agents 24/08/2015 2.0 8,000,000 - - - 8,000,000 note 1
HERE —“Z-RE/\AZ+MWmA il
Total & & 16,250,000 16,250,000
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Note 1:

Subject to the Old Scheme, the share options (the “Share Options”) granted to
the grantees are valid for a period of four years commencing on the Date of
Grant and shall be exercisable during the following periods:

(i) up to 30% of the Share Options granted shall be vested and
exercisable at any time after the expiration of six (6) months from the
Date of Grant; and

the remaining Share Options granted shall be vested and exercisable
at any time after the expiration of twenty-four (24) months from the
Date of Grant.

Of which, Share Options carrying rights to subscribe for 16,250,000
shares have been vested and become exercisable at an exercise price
of HK$2.00 per share.

No Share Option under the Old Scheme was exercised during the
Review Period. No option was granted under the New Scheme as at
30 June 2018.

SHARE AWARD PLAN

The Company has adopted a share award plan (the “Share Award
Plan”) on 26 August 2016. The purpose of the Share Award Plan
is to incentivise, recognize and reward eligible persons for their
contribution to the Group, attract and retain personnel, and align
the interests of award holders with that of the Shareholders to
promote the long-term development and financial performance of the
Company.

The Board may, from time to time and at its sole discretion, select any
eligible person to participate in the Share Award Plan and determine
the number of Shares to be awarded and the terms and conditions of
the awards. Awards shall be satisfied by Shares acquired in the market
at the prevailing market price and no new Shares will be allotted and
issued under the Share Award Plan. The trustee of the Share Award
Plan (the “Trustee”) shall hold the awarded shares on trust for the
award holders until the awarded Shares are vested in the relevant
award holders according to the Share Award Plan rules. Upon vesting,
the Trustee shall either transfer the vested awarded Shares at no cost
to such award holders or sell the vested awarded Shares at the then
prevailing market price by way of market order and remit the net
proceeds to the award holders in accordance with the direction given
by such award holders.

2018 Interim Report —Z& — N\ FE iR
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The Trustee had purchased an aggregate of 19,400,000 Shares on the
market in 2017 to hold on trust for the selected persons pursuant to
the terms and conditions of the rules of the Share Award Plan and the
trust deed. No Share was purchased by the Trustee during the Review
Period.

The Board had granted 19,400,000 Awarded Shares to more than 90
employees during the Review Period. Please refer to the Company’s
announcement dated 25 May 2018 for details. There were
19,370,000 Awarded Shares accepted as of 30 June 2018.

The Board will constantly review and determine at its absolute
discretion such number of Awarded Shares to be awarded to the
selected persons under the Share Award Plan with such vesting
conditions as the Board may deem appropriate.

MODEL CODE FOR DIRECTORS’ SECURITIES
TRANSACTIONS

The Company adopted the Model Code set out in Appendix 10 to the
Listing Rules regarding securities transactions by directors on terms
no less exacting than the required standard set out in the Model
Code. Having made specific enquiry with all Directors, the Directors
confirmed that they have complied with the required standard set out
in the Model Code and the Company’s code of conduct regarding
directors’ securities transactions for the six months ended 30 June
2018 and up to the publication date of the interim results on 20
August 2018.

COMPLIANCE WITH THE CORPORATE GOVERNANCE
CODE OF THE LISTING RULES

The Company is committed to establishing good corporate
governance practices and procedures with a view to being a
transparent and responsible organisation which is open and
accountable to the Company’s shareholders. The Directors believe
that good corporate governance practices are increasingly important
for maintaining and promoting investor confidence. In the opinion
of the Directors, save as the deviation from paragraph A.2.1 of the
Corporate Governance Code (the “Code”) contained in Appendix 14
of the Listing Rules as disclosed below, the Company has complied
with the code provisions set out in the Code throughout the six
months ended 30 June 2018.

TtERESREMER

R=ZT—+F ZTACRERMDERD 2RI
FERZAONGRERGEE RTmiEEEES &
19,400,0008% 1210 * WIAEFE R R ABEEEA LIFE
ZERD - X AR LIRS EEERG -

REEHERN EEEMBRIVKEERD
19,400,0000% #EENAX 7 - BB B AR R B A
TE-NFRA+TRHNAE -BE-_ZT—N\F
7NA=4H"19,370,0000% L2 EHIZ 1D B EE 4

EFeRTERN RERBBEERERN EE
AERESENREAAGENERBRIRTKR
BEALRENERERRNEE -

}

ESETESFRINERES

S

2l

ARFCHEFETESFR ZRM LR AR
TR ERETA] R NBER R EST RIAEA
REBE-KREREEFEHREERER EFC
BARBE T N\FRA=THLERNEARE
FRBMEE BB _ZT-N\FNA=-TH"
BE BB TRETRIMSHAREFRERAAT
BERESETEFRXHWRTTA

BF EmRATEEGTA

ARRBNBI R EREBERREF KA
HFRERAEENAS YHEARRREREAR
LAR -BFHE RUCEEAFRE B LR
HEREEELARER -EFRAR KR IXAEE
H f B T AR R B - IO PR e R EDR ST RI ([ 5F
A EA2IBRMIBERN RABRBEE=F—/\
FRNAZTBHLERNEA-BEETTRIRENTE
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Code Provision A.2.1

Under code provision A.2.1 of the Code, the roles of the chairman
and chief executive of the Company should be separated and should
not be performed by the same individual. The Company does not
have any officer with the title of “chief executive”. Mr. Ren Weiming,
who acts as the chairman of the Company, is also responsible for
overseeing the general operations of the Group. The Board will meet
regularly to consider major matters affecting the operations of the
Company. Given the nature and extent of the Group’s operation and
Mr. Ren’s extensive experience in the industry, the Board considers
that this structure will not impair the balance of power and authority
between the Board and the management of the Company and is
conducive to strong and consistent leadership, enabling the Company
to operate efficiently.

AUDIT COMMITTEE AND REVIEW OF INTERIM
RESULTS

The audit committee of the Company (the “Audit Committee”) was
established in compliance with Rules 3.21 and 3.22 of the Listing
Rules and with written terms of reference in compliance with the
Code. The primary duties of the Audit Committee are to review
and supervise the financial reporting process, risk management
and internal control system of the Group and to provide advice
and comments to the Board. The Audit Committee comprises three
members who are all independent non-executive Directors, namely,
Mr. Lau Ying Kit, Mr. Lo Kwong Shun Wilson and Mr. Yan Jianmiao.
Mr. Lau Ying Kit, who has appropriate professional qualifications and
experience in accounting matters, was appointed as the chairman of
the Audit Committee. The interim results of the Group for the period
ended 30 June 2018 have been reviewed with no disagreement by
the Audit Committee.

APPRECIATION

The chairman of the Company would like to take this opportunity to
thank his fellow Directors for their invaluable advice and guidance,
and to each and every one of the staff of the Group for their hard
work and loyalty to the Group.
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Hinterim 'Crondensed Consolidated Statement of Profit or Loss

PSS FERER

For the six months ended 30 June 2018 &2 =F—/\FNA=+HI~1EA

REVENUE FROM CONTRACTS
WITH CUSTOMERS

Cost of sales

Gross profit

Other income and gains

Selling and distribution expenses
Administrative expenses

Other expenses

Finance costs

PROFIT BEFORE TAX

Income tax (expense)/credit
PROFIT FOR THE PERIOD

Attributable to:
Owners of the parent
Non-controlling interests

EARNINGS PER SHARE ATTRIBUTABLE
TO ORDINARY EQUITY HOLDERS

OF THE PARENT

Basic

Diluted

EFEHBRA

HERA
EH

H s RS a8
HE RS HAX
TR
H 532
BUR DN

BBt A 2 A

Frs® (F) %
H s R

HNYIE B R
(SYNCIE/ TSN
FEPE I MR 2R

BLAREERESRFEA
EiESRAR

2N

For the six months ended 30 June

BEAA=tTRHILAEA

2018 2017
—E-N\E e

Notes RMB’000 RMB’000
Kzt AR TR ANEERSSEn
(Unaudited) (Unaudited)

(REBEZ) (REEZ)

4 513,401 454,836
(431,156) (400,031)

82,245 54,805

4 7,199 12,365
(21,227) (16,783)
(29,993) (25,222)
(4,391) (11,976)
5 (9,253) (7,024)
6 24,580 6,165
7 (2,099) 2,185
22,481 8,350

23,099 6,981

(618) 1,369

22,481 8,350

9 RMBA K #0.047T RMBA R #0.017T
9 RMBA K #0.047T RMBA K #0.017T
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Interim Condensed Consolidated Statement of Comprehenswe [ncome

FHEHEHEERER

For the six months ended 30 June 2018 #Z =% — /11’757'\'/? 1+ HI1E 1A

For the six months ended 30 June

BEAA=1tRHILLAEA

2018 2017
—E-N\F —E—tF
RMB’000 RMB’000
AR®T T AREBT T
(Unaudited) (Unaudited)
(REERK) (REER)
PROFIT FOR THE PERIOD A F 22,481 8,350
Other comprehensive income to RRERAREF D EEEENH
be reclassified to profit or loss in ftb 2 T U S
subsequent periods:
Exchange differences on translation of RE N RIS E 2
foreign operations (255) 522
TOTAL COMPREHENSIVE INCOME, MAZEREAR
FOR THE PERIOD 22,226 8,872
Attributable to: M58 B A
Owners of the parent BARHER A 22,844 7,503
Non-controlling interests FEFEHIEE R (618) 1,369
22,226 8,872
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‘interim Cbndensed Consolidated Statement of Financial Position

5 £ B & OF BF 35 AR OR R

As at 30 June 2018 R—-ZFE—NENA=+H

NON-CURRENT ASSETS
Property, plant and equipment
Investment property

Prepaid land lease payments
Other intangible assets
Prepayments for equipment
Other non-current assets
Deferred tax assets

Total non-current assets

CURRENT ASSETS

Inventories

Trade and notes receivables

Prepayments, deposits and other
receivables

Derivative financial instruments

Other current assets

Pledged deposits

Cash and cash equivalents

Total current assets

CURRENT LIABILITIES

Trade and notes payables

Other payables and accruals
Interest-bearing bank borrowings
Derivative financial instruments
Dividend payable

Tax payable

Other current liability

Total current liabilities
NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT
LIABILITIES

FRBEE
RN
REME

T E AN IR
H i\ A E
RN KR
HIFmey & E
EETHRIBEE

FRBEERE

RBEE

A
EWE SRR EEERE
BRI B Al R KRR

TESmMITA
HiRBEE
BT R
HERREEHEY

MBEERE

RBAE

e B R BN R IR
HpENFANEREN
FHERITEE
TESMT AR

e BB

e IR

HiRE B E

MEA AR
REBEEFE
EERERADAE

Notes
it

10

11

12
13

19

15
19

30 June 31 December
2018 2017
—E-N\E == ie
~NA=+H S e ]
RMB’000 RMB’000
ARETR ARETFT
(Unaudited) (Audited)
(REEX) (f&Ez)
745,976 726,532
7,229 7,529
65,902 64,837
7,556 5,834
11,088 757 1

407 407

10,582 14,640
848,740 827,350
531,366 531,212
274,681 310,215
63,137 68,650
1,707 -

- 851

100,844 50,314
133,252 173,824
1,104,987 1,135,066
151,295 189,783
102,392 93,979
533,993 519,561

- 7,002

10,619 -
12,738 16,054

- 851

811,037 827,230
293,950 307,836
1,142,690 1,135,186
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Interim Condensed Consolidated Statement of Fmanaar Posmon'

I B O B AR R

As at 30 June 2018 R=F—/NENA=+H

TOTAL ASSETS LESS CURRENT EERERRDAEE
LIABILITIES
NON-CURRENT LIABILITIES FRBEME
Deferred tax liabilities RIETRIAEE
Interest-bearing bank borrowings AERITEE
Total non-current liabilities ERBABEE
Net assets BEFE
EQUITY B
Equity attributable to owners of BREIEE AR GER
the parent
Share capital [N
Treasury shares AR 1
Reserves G
Non-controlling interests FEIE I MR A
Total equity REm AR
2018 Interim Report =& — N\ FE R R E

Notes
it

15

16
17

30 June 31 December
2018 2017
—E-N\E —E—+F
ANA=t1H T=E=1—E
RMB’000 RMB’000
ARETF T ARET T
(Unaudited) (Audited)
(REEX) (fEEz)
1,142,690 1,135,186
10,285 9,390
63,000 75,600
73,285 84,990
1,069,405 1,050,196
6,329 6,329
(19,508) (19,508)
1,043,763 1,030,936
1,030,584 1,017,757
38,821 32,439
1,069,405 1,050,196
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Interim Condensed Consolidated Statement of Changes in Equity
BE2ER

For the six months ended 30 June 2018 &2 =F—/\FNA=+HI~1EA

At 1 January 2018

Profit for the period

Exchange differences on
translation of foreign
operations

Total comprehensive
income for the period

Capital injection

Equity-settled share
awards plan

Final 2017 dividend
declared

At30 June 2018
(Unaudited)

At T January 2017

Profit for the period

Exchange differences on
translation of foreign
operations

Total comprehensive
income for the period

Capital injection

Repurchase of share
capital

Equity-settled share
option arrangements

Final 2016 dividend
declared

At 30 June 2017
(Unaudited)

KR=E-NE-A—-A

gl

BREBNERBH
ELER

BAzENEEE

4

WEEERN
38

BER-Z-1%
KBRS

RZF-NF/A
=10 (REER)
R=F-tF-A-A
iyl
BEBHERH
EAER

HRzERaLEE

iy
BERA

NESRERREL G

BER=2-F
*BRS

RZF-tF7A
=1H (REER)

HHAR RS

Attributable to owners of the parent

BAREEAES

Share Share Non-
Issued  Treasury Share Merger  Statutory option award  Exchange  Retained controlling Total
capital shares  premium reserve reserve reserve reserve reserve profits Total interests equity

B&f BRE ROZE FiEmi
B&  EERG ROBE AGRE  EERE e e EXRE REER #gt Bit  BRAE
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTT ARMTR AR%TRT ARETR ARETR ARETT ARETT ARETT ARETT ARBTRT ARETR ARETR
6,329 (19,508) 268,319 196,816 114,215 2,207 - (3,021) 452,400 1,017,757 32,439 1,050,196
- - - - - - - - 23,099 23,099 (618) 22,481
- - - - - - = (255) = (255) - (255)
= = = = = = = (255) 23,099 22,844 (618) 22,226
- - - - - - - - - - 7,000 7,000
- - - - - - 510 - _ 510 . 510
- - - - - - - - (10,527) (10,527) - (10,527)
6,329 (19,508) 268,319 196,816 114,215 2,207 510 (3,276) 464972 1,030,584 38,621 1,069,405
6,329 - 271,389 196,816 112,536 2,012 - (3,634 482,303 1,007,751 18,685 1,086,436
- - - - - - - - 6,981 6,981 1,369 8,350
- - - - - - - 522 - 522 - 522
- - - - - - - 522 6,981 7,503 1,369 8,872
- - - - - - - - - - 10,000 10,000
- 15927 = = - - - = - (15927 - 592)
= = = = = 146 = = = 146 = 146
- - - - - - - - (28,162) (28,162) - (28,162)
6,329 (15,927) 271,389 196,816 112,536 2,158 - (3,112) 461,122 1,031,311 30,054 1,061,365
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For the six months ended 30 June 2018 #Z ==

Interim Condensed Consolldated Statement of-Cash Flows

THEESHRE

CASH FLOWS FROM OPERATING

ACTIVITIES

Profit before tax

Adjustments for:

Fair value (gains)/losses on derivative
instruments — transactions not
qualifying as hedges

Equity-settled share option expenses

Equity-settled share award expenses

Depreciation

Amortisation of prepaid land lease
payments

Amortisation of intangible assets

(Reversal of)/Provision for impairment of
inventories

Losses/(gains) on disposal of items of
property, plant and equipment

Reversal of provision for impairment of
doubtful debts

Finance costs

Exchange losses/(gains), net

Bank interest income

Decrease/(increase) in inventories
Decrease in trade and notes receivables
Decrease/(increase) in prepayments,
deposits and other receivables
Proceeds from pledged deposits
New pledged deposits
(Increase)/Decrease in derivative
financial instruments
(Decrease)/increase in trade and
notes payables
Increase/(decrease) in other payables
and accruals

Cash generated from operations

Interest received

Income tax paid

Net cash flows generated/(used in) from
operating activities
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B A B
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For the six months ended 30 June

BEAA=tTRHILLAMEA

2018 2017
—E-NEF —AE4E
RMB’000 RMB’000
AR%ETR ARET T
(Unaudited) (Unaudited)
(REEZ) (REEEZ)
24,580 6,165
(5,474) 747

- 146

510 -

37,151 30,195

866 580

278 258

(2,519) 253
335 (568)

8 (5)

9,253 7,024

95 (791)

(326) (676)
64,741 43,328
2,365 (30,757)
35,542 17,523
3,582 (16,502)
77,538 6,017
(79,183) (72,386)
(3,235) 5,788
(38,488) 58,455
8,413 (1,861)
71,275 9,605

326 676

(968) (12,532)
70,633 (2,251)




Interim Condensed Consolidated Statement of Cash Flows

CASH FLOWS FROM INVESTING
ACTIVITIES

Purchases of items of property,
plant and equipment

Prepayments for equipment

Proceeds from disposal of items of
property, plant and equipment and
other intangible assets

Net cash flows used in investing activities

CASH FLOWS FROM FINANCING
ACTIVITIES

Capital injection from non-controlling
shareholders

New bank loans

Repayment of bank loans

Share repurchase

Interest paid

Purchase of available-for-sale investments

Proceeds from pledged deposits

New pledged deposits

Net cash flows (used in)/generated from
financing activities

NET DECREASE IN CASH AND CASH
EQUIVALENTS

Cash and cash equivalents at beginning
of period

Effect of foreign exchange rate changes, net

CASH AND CASH EQUIVALENTS AT
THE END OF PERIOD

ANALYSIS OF BALANCES OF CASH
AND CASH EQUIVALENTS
Cash and bank balances

Cash and cash equivalents as stated in
the statement of financial position

FHBHS A S

For the six months ended 30 June 2018 &2 =%

RETHNRERE

BEYE BELREBEE

REFEN TR

HEME FERRERE LEM
B EEMBHRA

RERDAANREREFH

METHNRTRE

FFERBREE

FERITER
BEEBITER

B E R

ENFE
BEAHEERE
[REER R N0 IECE /8T
gD \RER

MEEY (FA) EEN
BEen&FsE

REeRBEESENRD FE

BORE RN SED
EXS By LT

HARERREEEY

ReRBEESENERIN
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SRR R FIHN RN & K
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For the six months ended 30 June

BEAA=tTRHILAMEA

2018 201%
—E-N\E 5
RMB’000 RMB’000
AR¥ TR ARETT
(Unaudited) (Unaudited)
(REEZ) (REEZ)

(47,046) (93,010)

(10,582) 15,11115)

32 2,956

(57,596) (95,169)
5,000 10,000
525,387 377,818

(523,555) (353,235)

- (15,927)

(11,301) (12,746)

- (407)

33,669 68,338

(82,554) (57,393)
(53,354) 16,448

(40,317) (80,972)
173,824 279,511
(255) 522
133,252 199,061
133,252 199,061
133,252 199,061
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Notes to Interim Condensed Consolldated FlnanC|aI Statements

th }

2.1

P

AMBAS B RN

—IE N A= T HIEN A

CORPORATE AND GROUP INFORMATION
Kingdom Holdings Limited (the “Company”) was incorporated
in the Cayman Islands as an exempted company with limited
liability on 21 July 2006. The Company’s shares were listed
on the Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 12 December 2006.

The Group is principally engaged in the manufacture and sale
of linen yarns.

The Company’s registered office address is Cricket Square,
Hutchins Drive, P.O. Box 2681 GT, Grand Cayman KY1-1111,
Cayman Islands; and the principal place of business is located
at Level 54, Hopewell Centre, 183 Queen’s Road East, Hong
Kong.

BASIS OF PREPARATION

The interim condensed consolidated financial statements for
the six months ended 30 June 2018 have been prepared in
accordance with International Accounting Standard (“IAS”) 34
“Interim Financial Reporting”.

The interim condensed consolidated financial statements do
not include all the information and disclosures required in the
annual financial statements, and should be read in conjunction
with the Group’s annual financial statements for the year ended
31 December 2017.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The accounting policies and basis of preparation adopted
in the preparation of the interim condensed consolidated
financial statements for the six months ended 30 June 2018 are
consistent with those used in the preparation of the Group’s
annual financial statements for the year ended 31 December
2017, except in relation to the new and revised International
Financial Reporting Standards (“IFRSs”, which also include
IASs and interpretations) as set out in note 2.3 that are adopted
for the first time for the current period’s unaudited interim
condensed consolidated financial statements, the adoption of
these new and revised IFRSs has had no significant impact on
the results and the financial position of the Group.
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“Notes to' Interim Condensed Consolidated Financial Statements

2.3 ADOPTION OF NEW AND REVISED IFRSs

The accounting policies adopted in the preparation of the
interim condensed consolidated financial statements are
consistent with those followed in the preparation of the
Group’s annual consolidated financial statements for the
year ended 31 December 2017, except for the adoption of
new standards and interpretations effective as of 1 January
2018. The Group has not early adopted any other standard,
interpretation or amendment that has been issued but is not yet
effective.

The Group applies, for the first time, IFRS 15 Revenue from
Contracts with Customers, IFRS 9 Financial Instruments and
several other amendments and interpretations in 2018, which
do not have an impact on the interim condensed consolidated
financial statements of the Group.

All of the new and revised IFRSs adopted for the first time in
these interim condensed consolidated financial statements are
listed below.

Classification and Measurement
of Share-based Payment
Transactions

Applying IFRS 9 Financial
Instruments with IFRS 4
Insurance Contracts

Amendments to IFRS 2

Amendments to IFRS 4

IFRS 9 Financial Instruments

Revenue from Contracts with
Customers

Clarifications to IFRS 15 Revenue
from Contracts with Customers

IFRS 15

Amendments to IFRS 15

Amendments to IAS 40 Transfers of Investment Property

IFRIC 22 Foreign Currency Transactions
and Advance Consideration
Annual Improvements Amendments to IFRS T and IAS 28

2014-2016 Cycle
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2.3 ADOPTION OF NEW AND REVISED 1FRSS (continued)

IFRS 15 Revenue from Conftracts with Customers

IFRS 15 supersedes IAS 11 Construction Contracts, IAS 18
Revenue and related Interpretations and it applies to all
revenue arising from contracts with customers, unless those
contracts are in the scope of other standards. The new standard
establishes a five-step model to account for revenue arising
from contracts with customers. Under IFRS 15, revenue
is recognised at an amount that reflects the consideration
to which an entity expects to be entitled in exchange for
transferring goods or services to a customer. The principles in
IFRS 15 provide a more structured approach for measuring and
recognising revenue. The standard requires entities to exercise
judgement, taking into consideration all of the relevant fact
and circumstances when applying each step of the model to
contracts with their customers. The standard also specifies the
accounting for the incremental costs of obtaining a contract
and the costs directly related to fulfilling a contract.

Either a full retrospective application or a modified
retrospective adoption is required on the initial application of
the standard. The Group adopted IFRS 15 using the modified
retrospective method of adoption after performing a detailed
assessment on the impact of the adoption.

The Group is in the business of selling linen yarns. The Group’s
contracts with customers for the sale of linen yarns only
include one performance obligation. The Group has concluded
that revenue should be recognised at the point in time when
control of the asset is transferred to the customer, generally on
delivery of the goods. Therefore, the adoption of IFRS 15 did
not have an impact on the timing of revenue recognition.

Meanwhile, the Group receives advances from its customers.
Prior to the adoption of IFRS 15, the Group presented theses
receives in Other payables and accruals in the statement of
financial position. No interest was accrued on the previous
accounting policy. Upon the adoption of IFRS 15, the Group
will not adjust the promised amount of the consideration
for the effects of a financing component in contracts. This is
because that the period between the time the customers pays
for the good and when the Group transfers that promised good
to the customer is always less than one year.
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2.3 ADOPTION OF NEW AND REVISED IFRSS (continued)

IFRS 15 Revenue from Contracts with Customers
(Continued)

As for disclosure requirements for the condensed interim
financial statements, the Group disaggregated revenue
recognised from contracts with customers into categories that
depict how the nature, amount, timing and uncertainty of
revenue are affected by economic factors. Refer to Note 4 for
the disclosure on disaggregated revenue.

In conclusion, the adoption of IFRS 15 does not have a
significant impact on the interim condensed consolidated
financial statements of the Group.

IFRS 9 Financial Instruments

IFRS 9 Financial Instruments replaces IAS 39 Financial
Instruments: Recognition and Measurement for annual periods
beginning on or after 1 January 2018, bringing together all
three aspects of the accounting for financial instruments:
classification and measurement; impairment; and hedge
accounting. The Group adopted IFRS 9 from 1 January 2018.
The Group has not restated comparative information because
the adoption of IFRS 9 has limited effect on the Group’s
financial position statements.

(@)  Classification and measurement
To determine their classification and measurement
category, IFRS 9 requires all financial assets, except
equity instruments and derivatives, to be assessed based
on a combination of the entity’s business model for
managing the assets and the instruments’ contractual
cash flow characteristics.
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2.3 ADOPTION OF NEW AND REVISED 1FRSS (continued)

IFRS 9 Financial Instruments (continued)

(a)

Classification and measurement (continued)

The IAS 39 measurement categories of financial assets,
including financial assets at fair value through profit or
loss, loans and receivables, available—for-sale financial
investments and held-to-maturity investments have been
replaced by:

Debt instruments at amortised cost;

Debt instruments at fair value through other
comprehensive income, with gains or losses recycled to
profit or loss on derecognition;

Equity instruments at fair value through other
comprehensive income, with no recycling of gains or
losses to profit or loss on derecognition; and

Financial assets at fair value through profit or loss.

As of 1 January 2018, the category of loans and
receivables under IAS 39, including cash and cash
equivalents, trade and notes receivables, financial
assets included in prepayments, deposits and other
receivables and pledged deposits, were transferred
to debt instruments at amortised cost under IFRS 9.
Meanwhile, financial assets at fair value through profit or
loss remained unchanged under IFRS 9.

The accounting for the Group’s financial liabilities
remains largely the same as it was under IAS 39. Similar
to the requirements of IAS 39, IFRS 9 requires contingent
consideration liabilities to be treated as financial
instruments measured at fair value, with the changes in
fair value recognised in the statement of profit or loss.
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For the six months ended 30 June 2018 &2 =F—/\FNA=+HI~1EA

2.3 ADOPTION OF NEW AND REVISED IFRSS (continued)

IFRS 9 Financial Instruments (continued)

(b)

Impairment

IFRS 9 requires an impairment on debt instruments
recorded at amortised cost or at fair value through
other comprehensive income, lease receivables, loan
commitments and financial guarantee contracts that
are not accounted for at fair value through profit or loss
under IFRS 9, to be recorded based on an expected
credit loss model either on a twelve-month basis or a
lifetime basis. The Group applied the simplified approach
and record lifetime expected losses that are estimated
based on the present values of all cash shortfalls over the
remaining life of all of its trade and notes receivables.
Furthermore, the Group applied the general approach
and record twelve-month expected credit losses that
are estimated based on the possible default events
on its financial assets included in deposits and other
receivables. The adoption of the standard has no material
impact on the Group’s financial performance and
position.

3. OPERATING SEGMENT
For management purposes, the Group is organised into one
single business unit that includes primarily the manufacture

and sale of linen yarns. Management reviews the consolidated

results when making decisions about allocating resources and
assessing performance of the Group. Accordingly, no segmental
analysis is presented.
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For the six months ended 30 June 2018 B2 =—ZF—/NFNA=+HIEANEA

3. OPERATING SEGMENT (continued)
Geographical information
(@)  Revenue from contracts with customers
An analysis of the Group’s geographical information
on revenue attributed to the regions on the basis of the
customers’ locations for the six months ended 30 June
2018 is set out in the following table:

Mainland China A B K e
European Union (]
Non-European Union JERR B2 Y
Total B

(b)  Non-current assets
Since the principal non-current assets, other than
deferred tax assets, employed by the Group are located
in Mainland China, no geographical information for non-
current assets is presented.

Information about a major customer

No revenue amounting to 10 percent or more of the Group's
total revenue was derived from sales to a single customer for
the six months ended 30 June 2018 (six months ended 30 June
2017: RMB76,784,000).
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Revenue from contracts
with customers
BEFEEHBA

For the six months
ended 30 June
BEAA=tTHLEKRER

2018 2017
—E-N\F —E—tF
RMB’000 RMB’000
AR%ETR ARET T
(Unaudited) (Unaudited)

(REER) (R EZ)

162,603 151,388
137,479 115,866
213,319 187,582
513,401 454,836
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For the six months ended 30 June 2018 &2 =F—/\FNA=+HI~1EA

4. REVENUE FROM CONTRACTS WITH
CUSTOMERS, OTHER INCOME AND GAINS
Revenue from contracts with customers, which is also the
Group’s turnover, represents the sales value of linen yarn, hemp
yarn and scraps, net of sales tax and deduction of any sales
discounts and returns.

An analysis of revenue from contracts with customers, other
income and gains is as follows:

Type of goods or services EmBREER

Sales of linen yarn, hemp yarn and scraps $HE A EM A S BE L 513,401 454,836

Timing of revenue recognition WA TSRS

Goods transferred at a point in time RE-—REEENE R 513,401 454,836

Other income H b W x5

Bank interest income HRAT A B A 326 676

Government grants BT 7 B 865 10,827

Others Hit 534 862
1,725 12,365

Gains B

Fair value gains on derivative financial MTESRIANDABERSR

instruments, net R 5,474 =
7,199 12,365
Kingdom Holdings Limited & 3Z 2B R 2 A

4. BFEHRA - -HEfthzEREs

EEAHMWA (TRENA S E & X 5) 5
WM REANEEEE SHIRHEE
BRHB A SEE N RRE

EPAHBA HEMKRERFEINAT

For the six months
ended 30 June
BZEASBA=+HIEXEAR

2018 2017
—E-N\EF —E—tF
RMB’000 RMB’000

ARE T ARETFIT
(Unaudited) (Unaudited)
(REEZ) (REEZ)
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5. FINANCE COSTS 5. B

For the six months
ended 30 June
BEAA=1tHILXEAR

2018 2017

—ZE-N\F —E—F

RMB’000 RMB’000

AR®T ARET T

(Unaudited) (Unaudited)

(REER) (REEEZ)

Interest on bank loans SRITEZEF S 10,995 12,746
Less: interest capitalised B B AEF S (1,742) (5,722)

9,253 7,024
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For the six months ended 30 June 2018 &2 =F—/\FNA=+HI~1EA

6. PROFIT BEFORE TAX 6.  FR%E A=A
The Group’s profit before tax is arrived at after charging/ AEBBRB AR MR MR (FEA) THIE
(crediting): BRI -

For the six months
ended 30 June
BZA~BA=1+HIEXEAR

2018 2017
—E2-N\F —E—+F
RMB’000 RMB’000

ARE T ARETIT
(Unaudited) (Unaudited)
(REEZ) (REEEZ)

Cost of inventories sold HEFERA 431,156 400,031
Depreciation e 37,151 30,195
Amortisation of prepaid land lease TS IR KI5

payments 866 580
Amortisation of intangible assets BV EERBH 278 258
Research and development (“R&D”) R kB ([ R

expenses 3,378 3,402
Minimum lease payments under operating 4% & f8 & 18 | #) & (K & 5118

lease — T RETF

— land and buildings 726 975
Auditors’ remuneration 1% SR B & 979 933
Employee benefit expense (including EERMAX (BHREER

directors” and chief executive’s BRITBRABHM) :

remuneration):

Wages, salaries and other benefits TE FHekEMmEF 89,764 75,591

Pension scheme contributions BINE ETEI R 5,755 4,950

Equity-settled share option expense AN i E IR R X - 146

Equity-settled share award expense AR A E IR SREI X 510 —

96,029 80,687

Foreign exchange loss, net SMNE B 18 58 3,793 10,946

Fair value (gain)/loss on derivative financial $T4£ % 8 T E M)A A EE
— instruments transactions not qualifying  (18#) /&1

as hedges —PEEBRIEHSHNR S (5,474) 747
(Reversal of)/provision of inventories FE (#0) BiEEn #8568

to net realisable value (2,519) 253
Reversal of provision for impairment BROEKEZERFREEE

of trade receivables (8) (5)
Finance costs BE 7S R AR 9,253 7,024
Bank interest income ER1TH B U A (326) (676)
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7

INCOME TAX EXPENSE/(CREDIT)
Major components of the Group’s income tax expense/(credit)
for the period are as follows:

Current (credit)/charge for the period
Deferred

Total tax charge/(credit) for the period

(i)

(ii)

(iii)

(iv)

EIE

Pursuant to the rules and regulations of the Cayman
Islands and the British Virgin Islands, the Group is not
subject to any income tax in the Cayman Islands or the
British Virgin Islands.

In accordance with the PRC Corporate Income Tax Law
which was approved and became effective on 1 January
2008, the provision for Mainland China current income
tax has been based on a statutory rate of 25% of the
assessable profits of the Company for the period except
for Zhaosu Jindi Flax Co., Ltd. (“Zhaosu Jindi”) and
Zhejiang Jinlainuo Fiber Co., Ltd. (“Zhejiang Jinlainuo”),
two indirect wholly-owned subsidiaries of the Group.
Zhaosu Jindi is engaged in the preliminary processing of
agriculture products and is exempted from PRC income
tax. Also, Zhejiang Jinlainuo obtained the High-new
Technology Certificate for the years from 2017 to 2020
and was entitled to a tax rate of 15%.

Hong Kong profits tax has been provided at the rate
of 16.5% on the estimated assessable profits arising in
Hong Kong during the period.

Pursuant to the rules and regulations of Italy, the Group
is subject to tax at an income tax rate of 28.82%, which
comprises the Italy Corporate Income Tax at 24% and the
Italy Regional Income Tax at 4.82%.
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(i)

(ii)

(iii)

(iv)

For the six months
ended 30 June
BEZEASBA=1tHIEXEA

2018 2017
—E-N\F —T—+F
RMB’000 RMB’000
ARETR ARET T
(Unaudited) (Unaudited)
(REERZ) (REEEZ)
(2,854) 5,328
4,953 (7,513)

2,099 (2,185)
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For the six months ended 30 June 2018 &2 =F—/\FNA=+HI~1EA

DIVIDEND

The board has resolved not to declare any interim dividend
in respect of the six months ended 30 June 2018 (six months
ended 30 June 2017: Nil).

BASIC AND DILUTED EARNINGS PER SHARE
ATTRIBUTABLE TO ORDINARY EQUITY
HOLDERS OF THE PARENT

The calculation of the basic earnings per share amount is
based on the profit for the period attributable to ordinary
equity holders of the parent and the weighted average number
of ordinary shares of 629,678,000 (six months ended 30 June
2017: 629,678,000) in issue during the reporting period.

The calculation of the diluted earnings per share amount is
based on the profit for the reporting period attributable to
ordinary equity holders of the parent. The weighted average
number of ordinary shares used in the calculation is the
number of ordinary shares in issue during the reporting period,
as used in the basic earnings per share calculation, and the
weighted average number of ordinary shares assumed to have
been issued at no consideration on the deemed exercise or
conversion of all dilutive potential ordinary shares into ordinary
shares.

The calculations of basic and diluted earnings per share are
based on:

Earnings 27

Profit attributable to ordinary equity
holders of the parent used in the
basic earnings per share calculation

R EBRERBANNEF R
EE %fo“*ﬁ*ﬂ_/\ﬁéfﬁ/mﬂ

RS

EXZQ@IRTEREE_T J\ﬁ/\ﬂ ok
EIJJ:/\1IHE!’JTEHEP/HEH§E\(%Z E-F L
FRA=ZTHIEARMEAR:£) -

BRAAEERESKEARGER
EXRBERR

SRERBNCEDRESAT LH%%EE
HE A E ﬁq/m%lj)zziﬁiﬁﬁﬁqa%éﬂ ]
&% AN 1580629,678,0000% (HE —F— t

FRAZTHLIENEA :629,678,0000% ) 5t
%'O

BREERNSHEIRES AR EARES
A ABGERSHNRMGTE s EEER
MEBRNEFABIBREHACHTE
BBE (Bt EEREARTMERER
Rl ARBREBEEEE L BRKES
BT A BRAERREEEREITHNERR
IHE I 8L -

BEREAREFTRNOAETAAT

For the six months
ended 30 June
BZA~BA=1tHIEXEAR

2018 2017
—E-N\F —ET—+F
RMB’000 RMB’000
AR¥F R ARETF T
(Unaudited) (Unaudited)
(REERZ) (REEEZ)
23,099 6,981
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For the six months ended 30 June 2018 #Z=Z—/1 EX =+ A A AR

9.

44

BASIC AND DILUTED EARNINGS PER SHARE
ATTRIBUTABLE TO ORDINARY EQUITY

HOLDERS OF THE PARENT (continued)

Shares
Weighted average number of ordinary

shares in issue during the period used

in the basic earnings per share
calculation

Effect of dilution — weighted average
number of ordinary shares:

IR 12

e

LHE & EETL T T | DIVEOAN TTAURY TOE SAE T T

ted Financial-Statements

9. BATEEREZEEAEMLER
EXREERN w

Number of shares

RIEFTEEREARFNBAAC ET
Egalii ok Rk 2

wEye— ¥

AT I

Share options b e
* Because the diluted earnings per share amount is increased *

when taking share options into account, the share options had

an anti-dilutive effect on the basic earnings per share for the

period and were ignored in the calculation of diluted earnings

per share. Therefore, the diluted earnings per share amounts are
based on the profit for the period of RMB23,099,000 and the
weighted average number of ordinary shares of 629,678,000 in

issue during the period.

2018 Interim Report — & — N\ F R iR &

BB EE

2018 2017
—E-NEF —T—+F
’000 '000
TR T
629,678 629,678
16,250 16,250
645,928* 645,928

B RET R B IR i = 12 147 iR 2
Fl a9 255 - 2058 R 12 7 B A B IR B AR
BFAEREGTZE MRGTEZR
BB FIEE A B - FE - 88
5 B T B 2058 T3 1% BE BT A i FINA R
#23,099,0007T R B4 B Z7T Z B AR
JIFEF 19 #0629,678 0000855 -



-Notes to' Interim Condensed Consolidated Financial Statements

A B S O B IS HRaR MY R

For the six months ended 30 June 2018 &2 =F—/\FNA=+HI~1EA

10. PROPERTY, PLANT AND EQUIPMENT 10. ¥ -BERRE
Plant and Office Motor Leasehold  Construction
buildings ~ Machinery ~ equipment vehicles  improvements in progress Total
BEREEY #E  BOERRE nE HENERE ERIR &t

RMBOOO  RMBOOO  RMBO00  RMB'000  RMBIO0O  RMBO00  RMB'000
ARBTE ARETT AR®TR ARETT ARMTE ARETR ARETR

As at 31 December 2017 and RZE—+F+-A=t-H

at 1 January 2018: kR -E-NE-F—-H:

Cost KA 364,757 685,301 94,430 10,626 19,780 83,490 1,258,384

Accumulated depreciation 2itheE (101,328) (369,950 (37,239) (8,740) (14,595) - (531,852)

Net carrying amount REFE 263,429 315,351 57,191 1,886 5,185 83,490 726,532
As at 1 January 2018, net of R=E-\F—R—AR"

accumulated depreciation Nk 25T E 263,429 315,351 57,191 1,886 5,185 83,490 726,532
Additions NE 2,430 152 1,980 - 942 51,161 56,665
Depreciation provided BRERE

during the period (9,399) (21,395) (4,352) (286) (1,419) - (36,851)
Transfers 4 3,705 4,499 3,104 - - (11,308) =
Disposals & (278) (74) (15) - = - (367)
Exchange realignment EHAE - 3) - = = = 3)
As at 30 June 2018, net of RZE-N\EXR=1H"

accumulated depreciation M 25T E 259,887 298,530 57,908 1,600 4,708 123,343 745,976
As at 30 June 2018 R-E-\EXA=1H:

Cost A 369,586 689,210 99,3604 10,626 20,722 123,343 1,312,851

Accumulated depreciation ZithE (109,699) (390,680 (41,456) (9,026) (16,014) - (566,875)

Net carrying amount RE#E 259,887 298,530 57,908 1,600 4,708 123,343 745,976
As at 30 June 2018, the Group's property, plant and equipment WM FISORGAE RZT—/\FR
with a net carrying amount of approximately RMB266,611,000 A=Z+RH AXEEREHFHEIDAREK
(31 December 2017: RMB191,736,000) were pledged to 266,611,000 (ZE—+tF+-A=+—
secure bank loans granted to the Group as set out in note 15(i) H : AR%191,736,0007T) BI¥ % - BB &
and (ii). RBETER ERAEEERBRITERD

R
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For the six months ended 30 June 2018 #Z=Z—/1 f?—"/"\'ﬁ 7"/5’1&7‘\'//_57/?

11. OTHER INTANGIBLE ASSETS 11. HtEEEE
Certified
emission rights
R BE R
RMB’000
ARETT
At 1 January 2018, net of accumulated amortization ~RZ=ZZF—\F—H—H ' {1k R 5,834
Additions NE 2,000
Disposal H & -
Amortisation provided during the period HA O SH 1 1 (278)
At 30 June 2018, net of accumulated amortization R-ZE—N\FA=+8"
(Unaudited) R REt#EsE CREER) 7,556
At 30 June 2018: RZZE—-N\FEXA=+H:
Cost B AR 11,946
Accumulated amortisation 25T 8 (4,390)
Net carrying amount AR TEDFER 7,556
12. INVENTORIES 12. F&
30 June 31 December
2018 2017
—E-N\F —T 4
ANA=+H +-A=+—H
RMB’000 RMB’000
ARBTT ARET T
(Unaudited) (Audited)
(REER) (fe#E=Z)
Raw materials R 320,470 326,175
Work in progress & 40,905 37,995
Finished goods LURX on 169,991 167,042
531,366 531,212
As at 30 June 2018, inventories with a carrying amount of RZE-NFARA=1TH WK E150)F
RMB40,000,000 (31 December 2017: RMB40,000,000) were & R & % & A K ¥40,000,0007T (ZF
pledged to secure bank loans granted to the Group as set out in —tF+=HA=+—H: AK%¥40,000,000
note 15(i). TLINGEE FTER (EARSEBEERRT
EREER -
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For the six months ended 30 June 2018 &2 =F—/\FNA=+HI~1EA

13. TRADE AND NOTES RECEIVABLES 13. ERESRARERZE

30 June 31 December

2018 2017
—E-N\F —T—tF
AA=tH +ZA=+—H
RMB’000 RMB’000
ARBT AREBT T
(Unaudited) (Audited)
(REERK) (RER)
Trade receivables FEUE Z BRI 229,360 194,552
Notes receivable X 46,239 116,589
Impairment AR (918) (926)
274,681 310,215
Customers are normally granted credit terms ranging from BF—RERTEEH0REISOR RF
30 days to 150 days depending on the creditworthiness of BEREFEEME - NEE I RIFEES
the individual customers. The Group seeks to maintain strict 72 1) 2R Wi [0 B & W R T - SRR B A5 B PR AR
control over its outstanding receivables and has a credit control UK EERBRERE SRERETHE
department to minimise credit risk. Overdue balances are B B ALk o JEIE B R KA TET B o
reviewed regularly by senior management. Trade receivables
are non-interest-bearing.
The Group’s notes receivables were all aged within six months AEENRKEEREEREARN - &

and were neither past due nor impaired. B HR TR R (E
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For the six months ended 30 June 2018 #Z=Z—/1 f?—"/"\'ﬁ 7L A 1E o~ 1A

13. TRADE AND NOTES RECEIVABLES (continued) 13.
An aged analysis of the Group’s trade receivables as at the end
of the reporting period, based on the invoice date and net of
provisions, is as follows:

Within 1T month —@AR

1 to 2 months — @A =mM1EA

2 to 3 months 1E A= =18 A
f

Over 3 months ={EAMNE

14. TRADE AND NOTES PAYABLES 14.
An aged analysis of the trade and notes payables as at 30 June
2018, based on the payment due date, is as follows:

FEW B 5 AR R FE U R 4B ()
RBER AEBNERE HRFZER
BB MRBEORRITHT :

30 June 31 December

2018 2017
—E-N\F —ET—tF
AA=tH +ZA=+—H

RMB’000 RMB’000
ARETR ARETIT
(Unaudited) (Audited)
(REEZ) (fE#E=Z)

139,636 74,737
39,932 59,856
25,653 40,177
23,221 18,856
228,442 193,626

BREZRERRENRE
RZZB-N\EXA=1TH BNKEHEH
HHENE SRR RENRBRERR S0
T

30 June 31 December

2018 2017

—E-N\F —E—tF

ANA=+H +ZA=1+—H

RMB’000 RMB’000

AR%T T ARBTT

(Unaudited) (Audited)

(REER) (&%)

Due within 1 month or on demand — @A RE| BN Bk (E R 101,027 115,400
Due after T month but within 3 months — @A RE=1EAREH 49,918 62,361
Due after 3 months but within 6 months = {8 A A& B 78 A A 2 & 350 12,022
151,295 189,783

The above balances are unsecured and non-interest-bearing.
The carrying amount of trade and notes payables at the end of
each reporting period approximates to their fair value due to
their short term maturity.
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For the six months ended 30 June 2018 &2 =F—/\FNA=+HI~1EA

15.

INTEREST-BEARING BANK BORROWINGS

Current BN HA

Secured bank loans BIRIFRITER
Unsecured bank loans EINIFIRITE X
Subtotal NET
Non-current JEENHEA

Secured bank loans BIRFRITER
Total FEE

Notes:

(0]

(iii)

As at 30 June 2018, the current interest-bearing bank loans
with a carrying amount of RMB259,720,000 were secured
by certain property, plant and equipment, prepaid land lease
payments, inventories with carrying amounts of approximately
RMB189,638,000 (31 December 2017: approximately
RMB112,775,000), approximately RMB26,464,000 (31
December 2017: approximately RMB27,421,000) and
approximately RMB40,000,000 (31 December 2017:
approximately RMB40,000,000) respectively.

As at 30 June 2018, the non-current interest-bearing bank
borrowings with a carrying amount of RMB63,000,000 were
secured by certain property, plant and equipment, prepaid
land lease payments, of the Group with carrying amounts
of RMB76,974,000 (31 December 2017: approximately
RMB78,961,000) and RMB15,262,000 (31 December 2017:
approximately RMB15,422,000), respectively.

The bank borrowings bear interest at rates ranging from 1% to
5.22% per annum (31 December 2017: 0.3% to 4.70% per
annum).

15. ;TE8RITEE

30 June 31 December
2018 2017
—E-N\E —T—+%F
ANA=+H +=ZA=+—H
RMB’000 RMB’000
AR¥T R ARET T
Notes (Unaudited) (Audited)
Kz (REER) (fe&#EZ)
(i) 259,720 334,221
274,273 185,340
533,993 519,561
(i) 63,000 75,600
596,993 595,161

B 5

(i)

(iii)

RZE—NFERNA=ZTH EELEASA
R #259,720,0007T 89 BN B &1 28R 17 B 3K
LABR T € 58 5 5l 49 A K #189,638,0007T

—E—+F+ZA=t+—H:HARE
112,775,0007T) * £ A KK %26,464,0007T

ZE—tFF+ZA=+—H:HARE
27,421,0007T) & 49 A K #40,000,0007T

—E—tFE+_A=t—H:HARE
40,000,0007T) H) & T % BB KRR E-
T A EFERRIE RIF EEE R -

RZZF—N\FARA=1TH FEALBAAR
#63,000,0007T 8 FE BN B 5H SR 1T 15 B LA
AEERE2RES BAARE76,974,000
T(ZE—+tF+=-A=1+—H:HAR
#78,961,0007T ) & A R #15,262,0007T

T +tE+_A=+—H:HARK
15,422,0007T) B0 T % - BB K& E R
4 A8 & B S IB ARSI o

BITEERFENR1%E22% (ZT—+
F+-—A=1+—8: FFK0.3%E4.70% )
AT B
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For the six months ended 30 June 2018 B2 =—ZF—/NFNA=+HIEANEA

15.

16.

e

INTEREST-BEARING BANK BORROWINGS 15. FERITEE @
(continued)
The carrying amount of the current interest-bearing bank loans HRESREIE A EERNHE BRITE
of the Group approximates to their fair value due to their short FERESEEA R AEBEMES -
term maturity.
The fair values of the non-current interest-bearing bank FERNEHGH RIRTTEREN AR EBERERNA
borrowings have been calculated by discounting the expected BRELUGK EERRRFBFHNTAN
future cash flows using rates currently available for instruments BITNETRBRARREREFE N
with similar terms, credit risk and remaining maturities. The Z-N\FERA=TH AEEXFHTER
Group’s own non-performance risk for interest-bearing bank TERENTBAORBRTER/L NEKX 1R
borrowings as at 30 June 2018 was assessed to be insignificant. ERENRE AERENFAHA BRTE
Management has assessed that the carrying amount of the non- KRNI BN RS HERASRER
current interest-bearing bank loans of the Group approximates NABERE-
to the fair value due to their floating interest rate.
SHARE CAPITAL 16. KA
Authorised: ERE
30 June 2018 31 December 2017
“E2-NEXRA=TH “T—+F+-A=t—H
Number Amount Number Amount
of shares HK$'000 of shares HK$'000
&8 gk
RO#E TERr Btn 88 TET
(Unaudited) (Unaudited) (Audited) (Audited)
(REGER) (REER) (B&EZ) (B&E%)
Ordinary shares of HK$0.01 each  #0.01/8 7T & Ak 3,000,000,000 30,000  3,000,000,000 30,000
Issued and fully paid: ERTRAR:
30 June 2018 31 December 2017
~Z2-N\EXA=1AH “E—+F+-A=1-H
Amount Amount
E X
Number Number
of shares HK$'000 RMB’000 of shares HK$'000 RMB’000
equivalent equivalent
ki #A TER AR®TR Rir &R TEL ARETR
%6 ZE
(Unaudited) (Unaudited) (Audited) (Audited)
(REER) (REER) &2 (&E#R)
At the beginning and REREAR
the end 629,678,000 6,297 6329 629,678,000 6,207 6,329
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For the six months ended 30 June 2018 &2 =F—/\FNA=+HI~1EA

17. TREASURY SHARES 17. BERR®
30 June 2018 31 December 2017
—E-\EXA=TH = et e
Amount Amount
S8 £
Number Number
of shares HK$'000 RMB’000 of shares HK$'000 RMB'000
equivalent equivalent
REGEE TEr AR®TrR BHEE! AT ARETT
% EE
(Unaudited) (Unaudited) (Audited) (Audited)
(REER) (REER) (& R) (8E%)
At the beginning RE]) 19,400,000 22,160 19,508 = = =
Share repurchase ARG - - - 19,400,000 22,160 19,508
At the end RER 19,400,000 22,160 19,508 19,400,000 22,160 19,508

On 26 August 2016, the Company adopted a share award
plan, which is not subject to the provisions of Chapter 17
of the Listing Rules (the “Share Award Plan”). The board of
directors may, at their discretion, grants shares of the Company
to eligible participants. The Company has appointed a trustee
for administration of the Share Award Plan (the “Trustee”).
The principal activity of the Trustee is administrating and
holding the Company’s shares for the Share Award Plan for
the benefit of the Company’s award holders. The Company’s
shares will be purchased by the Trustee in the market with cash
paid by the Company and held in the trust for relevant award
holders until such shares are vested in accordance with the
provisions of the Share Award Plan. Upon vesting, the Trustee
shall either transfer the vested awarded shares at no cost to
such award holders or sell the vested awarded shares at the
then prevailing market price by way of market order and remit
the net proceeds to the award holders in accordance with
the direction given by such award holders. The total number
of the Company’s shares purchased by the Trustee under
the Share Award Plan will not exceed 5% of the total issued
shares of the Company at the beginning of fiscal year. During
the year ended 31 December 2017, the Trustee purchased
19,400,000 shares of the Company at a total consideration of
approximately RMB19,508,000. At the end of the reporting
period, 19,370,000 shares were granted under the Share Award
Plan.

MN_ZE—RNENAZ+H RREERH—
H W 2B AT 8 ([ (0 22Bh AT El]) - %5t
BT Z EMRAE+EEEAER-EE
2R MEREER2EAREARR ARG -
ARBBEREZFEA([FEADEEK G
REETE - XTEANEZEE AR AR
BEAE ANFE IR0 REEE T B RF
BARBIRAD - AR B ZRHBERAZTAR
MG EERARR SN ZREEB AL UG
AN REEEERSEBEANEE EE26H
RO IBIBEAR D REFT B T AGB AL -
NEBEE SEABERBRZSERTE AE
HHER BEFBBERHEEEET
ZERBFEA SRS ERERETZ
MERTEERBZEBEROHIEBTER
HFREEN T REEE A - RMBEEY
ZEARBER G ZBEFEIEANEKR R
MBERBTERBBARAFEBITRMDER
5% HZE-—"FT—+F+-_HA=+—HIt
FE ZFEARBRELNARR19,508,000
JCEE A ZR A F]19,400,0008% i 15 © A ¥R & HA
7K+ 19,370,0000% J& 15 B R R I 15 2B =t &)
TR o
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For the six months ended 30 June 2018 B2 =—ZF—/NFNA=+HIEANEA

18. FINANCIAL INSTRUMENTS BY CATEGORY 18. RERISENEMIA

The carrying amounts of each of the categories of financial RHmERR SEReRIANKESEN
instruments as at the end of the reporting period are as follows: e
Financial
assets
Debt at fair value
instruments at through profit
Financial assets: EREE: amortized cost or loss Total
RBHERATIRE ROABERA
WEBIE BENEMEE st
RMB’000 RMB’000 RMB’000
ARMF T ARMT T AR¥T T
(Unaudited) (Unaudited) (Unaudited)
(REER) (REERZ) (REERZ)
As at 30 June 2018 RZZE-\FXA=TH
Trade and notes receivables ngﬂlﬁ ST N EREE 274,681 = 274,681
Financial assets included in STAFERFT - BE Rk
prepayments, deposits and H it YRR
other receivables TREE 50,470 = 50,470
Cash and cash equivalents RekBE2EEY 133,252 = 133,252
Pledged deposits EHEAFR 100,844 - 100,844
Financial assets at fair value through R AAEEF AEZEH
profit or loss ERMEE - 1,707 1,707
559,247 1,707 560,954
Debt

instruments at
amortized cost

R SH K AR
7| BR &9
BEFLTHE
RMB’000
ARETIT
(Audited)
(f&#E=Z)

As at 31 December 2017 RZE—+tF+=_RA=+—H
Trade and notes receivables B E 5 R R ZE iR 310,215

Financial assets included in deposits and SEAR & N H At FE R IR Y

other receivables ERMEE 58,040
Cash and cash equivalents HeRIReEED 173,824
Pledged deposits [RELELYES 50,314
592,393
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For the six months ended 30 June 2018 &2 =F—/\FNA=+HI~1EA

18. FINANCIAL INSTRUMENTS BY CATEGORY 18. REHSENERMIA W

(continued)

RBEHRR ZTEH BT ARESEN

The carrying amounts of each of the categories of financial

instruments as at the end of the reporting period are as follows: Y
(continued)
Financial
liabilities at
amortized cost Total
Financial liabilities: cHas: ZHE SR AR R
HNEema s @t
RMB’000 RMB’000
AREBT R AREBT R
(Unaudited) (Unaudited)
(RBERZ) (RBERZ)
As at 30 June 2018 RZZE-NFRA=+H
Interest-bearing bank loans FERITER 596,993 596,993
Financial liabilities included in other ST AE S AR
payables EWEE 69,037 69,037
Trade and notes payables R E SRR R ERNRE 151,295 151,295
Dividend payable FERT AR B 10,619 10,619
Financial liabilities at fair value through BRRAABETABRN
profit or loss Gl E - -
Total HEt 827,944 827,944
Financial
liabilities
Financial at fair value
liabilities at through profit
amortized cost or loss Total
RESER AR HARBERA
NEREE BamemRas et
RMB’000 RMB’000 RMB’000
ARETTT ARETT ARETTT
(Audited) (Audited) (Audited)
(EZ) (&%) (&%)
As at 31 December 2017 RZE—tF+=—A=+—H
Interest-bearing bank loans STRERITER 595,161 = 595,161
Financial liabilities included in T AE S FRIB R
other payables Kl y=l T 84,232 - 84,232
Trade and notes payables BN E SRS RENEE 189,783 = 189,783
Derivative financial instruments TESBMIA = 7,002 7,002
Total st 869,176 7,002 876,178
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For the six months ended 30 June 2018 #Z=Z—/1 f?—"/"\'ﬁ 7L A 1E o~ 1A

19.

FAIR VALUE AND FAIR VALUE HIERARCHY OF 19. SMIENAARBERAAEES
FINANCIAL INSTRUMENTS mERB
Set out below is a comparison of the carrying amounts and fair TXEINR=ZZE—NFRA=THEHIA
values of financial instruments as at 30 June 2018: RESERAABEMNLER:
30 June 2018 31 December 2017
“Z-\FXAZtH “ET—+F+=ZA=1+—H
Carrying Fair Carrying Fair
amount value amount value
BHEHE MAEE RESHE AREBE
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR AR¥TFR AR®TT ARETT
(Unaudited) (Unaudited) (Audited) (Audited)
(RBER) (REER) (B&E%) (B&E%)
Financial Assets/ LREE/(8F):
(liabilities):
Derivative financial TESmIA
instruments 1,707 1,707 (7,002) (7,002)
Management has assessed that the fair values of cash and REBENNE BekBeEEY B
cash equivalents, trade and notes receivables, financial assets EH5ERLERERE FTABRNRK: W(i\&
included in prepayments, deposits and other receivables, Ef@ﬁﬂ&%ﬁﬁmé%ﬂﬁ? EEMIFHR R
pledged deposits, current interest-bearing bank loans, trade and HABRRTER BNE SRS &Fgﬁm
notes payables, dividend payable, financial liabilities included 7% J?EHHXE'\L/\&d‘)\ﬁ@ﬂﬁﬁmﬁ&ﬁ%ﬁ
in other payables and accruals approximate to their carrying ERNemBENAABERALRTDSREME
amounts largely due to the short term maturities of these A TEARZEIARNEHRNEHAMK-
instruments. The carrying amount of the non-current interest- REE R FERN T BRITERANREEF
bearing bank loans of the Group approximates to their fair KR WMEFEEREEAAEERS-

value because the loans have a floating interest rate.
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19.

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continued)

The Group’s finance department headed by the finance
manager is responsible for determining the policies and
procedures for the fair value measurement of financial
instruments. The finance manager reports directly to the chief
financial officer and the audit committee. At each reporting
date, the finance department analyses the movements in the
values of financial instruments and determines the major
inputs applied in the valuation. The valuation is reviewed and
approved by the chief financial officer. The valuation process
and results are discussed with the audit committee twice a year
for interim and annual financial reporting.

The fair values of the financial assets and liabilities are included
at the amount at which the instrument could be exchanged in
a current transaction between willing parties, other than in a
forced or liquidation sale.

The Group enters into derivative financial instruments with
various counterparties, principally financial institutions with
AAA credit ratings. Derivative financial instruments, including
forward currency contracts and cross-currency swap, are
measured using valuation techniques similar to forward pricing
and swap models, using present value calculations. The models
incorporate various market observable inputs including the
credit quality of counterparties, foreign exchange spot and
forward rates and interest rate curves. The carrying amounts of
forward currency contracts are the same as their fair values.

As at 30 June 2018, the marked to market value of the
derivative asset position is net of a debt valuation adjustment
attributable to derivative counterparty default risk. The changes
in counterparty credit risk had no material effect on the
financial instruments recognised at fair value.

A B S O B IS HRaR MY R

For the six months ended 30 June 2018 &2 =F—/\FNA=+HI~1EA

19.

PRMIANAAEBERAAEBES
R E

UAREBUEEESENMEHEaEETS
MTEAAEBEFZNERMIZERF PEE
BEEERNYEAEREZZESER N
MEBH MRS omep TANEEES
WEEHEMEANEZG AEB - HERH
BKHERERILE EREZE e e Fim
HEBRE M4 R X AEITH B R FEB

28,

TREERABENALEERENRS (8
HBENERIN FETERRXBRT AR
SRARK-

AEFRRZEHTF T (TERRAAEER
RS BEE) AT ZITESR TR - ITESR
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19.

Notes to Interim Condensed Consolldated Fmanaal Statements.

RIS ARSI B RRNE

For the six months ended 30 June 2018 #Z=Z—/1 f?—"/"\'ﬁ 7"/5’1&7‘\'//_57/?

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy

The Group uses the following hierarchy for determining and
disclosing the fair value of financial instruments by valuation
technique:

Level 1: Quoted (unadjusted) market prices in active
markets for identical assets or liabilities;

Level 2:  Valuation techniques for which the lowest
level input that is significant to the fair value
measurement is directly or indirectly observable;

Level 3:  Valuation techniques for which the lowest
level input that is significant to the fair value
measurement is unobservable.

As at 30 June 2018, financial assets at fair value through profit
or loss- foreign exchange forward contracts and cross-currency
swap contracts were measured to be RMB1,707,000 by using
significant observable inputs (Level 2).
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19. FAIR VALUE AND FAIR VALUE HIERARCHY OF 19. eRMTENARBEERAABES

FINANCIAL INSTRUMENTS (continued) R E
Fair value hierarchy (continued) PABESREE @
During the six months ended 30 June 2018, there were no REZ-ZE—N\FEXA=1THIEAEA A
transfers between Level 1 and Level 2 fair value measurements, REENEEF EAEF_E2EBES
and no transfers into and out of Level 3 fair value % NEAABEFEEAZF-EIEF=
measurements (2017: Nil). BEH (ZT—tF: &) -
20. OPERATING LEASE COMMITMENTS 20. REHERE
(@ As lessor @ 1MEAHEA
Non-cancellable operating leases with its tenants falling BRI M AT BEH S HE RN IA
due as follows: T HEAZIHA
30 June 31 December
2018 2017
—E-N\F ==
ANA=+H +ZA=+—H
RMB’000 RMB’000
AR®T ARET T
(Unaudited) (Audited)
(REER) (& #E=Z)
Less than one year —FR 660 660
In the second to fifth years FE_EERF 270 600
930 1,260
The Group leases its investment properties under AEBRBLELHERHEERRE
operating lease arrangements, with leases negotiated for ME ZEHELERNFHENT =
terms ranging from two to five years. Zheo
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For the six months ended 30 June 2018 #Z=Z—/1 f?—"/"\'ﬁ 7L/5'Lt7‘\'//_57ﬁ

20. OPERATING LEASE COMMITMENTS (continued)
(b) As lessee
Non-cancellable operating lease rentals were payable as

follows:

Less than one year —&FR

In the second to fifth years FE_EEREF
After five years hF&

The Group leases certain properties located in Mainland China,
Hong Kong and Italy as the Group's offices. The leases run for
an initial period of three to five years.

21. CAPITAL COMMITMENTS
Capital commitments in respect of the purchase of property,
plant and equipment outstanding as at 30 June 2018 and 31
December 2017 but not provided for in the interim condensed
consolidated financial statements were as follows:

Contracted for EHES)
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20.

21.

KEHERE @

b) EBEEA
TR REEEHER SR AT FEHE
o

30 June 31 December

2018 2017
—E-N\F —E—+F
ANA=+H +ZHA=1+—8H

RMB’000 RMB’000
AR%E®TR ARET T
(Unaudited) (Audited)
(REERZ) (&%)

1,902 2,192

1,635 3,291

570 660
4,107 6,143

AEBERBEKRE FELBAMNERET
MEERAEENRAE THREERL=
ERhf-

BEARERE

ERBEYVE BERREBER-_F-/N\FX
A=+BAR=_F—tF+-_A=t—HHRK
MBS A A G R IS MR NETHR
BB EAEIENT

30 June 31 December

2018 2017
—E-N\E T —F
~B=+H +=ZB=+—8H

RMB’000 RMB’000
AR¥TF T ARBTT
(Unaudited) (Audited)
(REEZ) (&%)

175,190 36,283
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For the six months ended 30 June 2018 &2 =F—/\FNA=+HI~1EA

22. RELATED PARTY TRANSACTIONS
(@ Transactions with a company controlled by one of
the Company’s directors

(i)

(ii)

During the six months ended 30 June 2018,
the Group leased an office located in Mainland
China from Zhejiang Kingdom Creative Co., Ltd.
(“Kingdom Creative”) and incurred operating lease
charges of RMB238,000 (six months ended 30
June 2017: RMB238,000). Mr. Ren Weiming has a
controlling equity interest in Kingdom Creative. The
lease expenses were made according to published
prices and conditions offered by the lessor to its
major customers.

During the six months ended 30 June 2018, the
Group bought electricity from Zhejiang Yuyuan
Solar Co., Ltd. and incurred electricity expenses
of RMB1,146,000 (six months ended 30 June
2017:RMB1,204,000). Mr. Ren Weiming has
a controlling equity interest in this company.
The electricity purchase was made according to
published prices and conditions offered by the
supplier to its major customers.

(b) Compensation of key management personnel of
the Group

22. BEFRS

(@ HHEAQAF-—BREBEHOQAE

ETHRS
(I e = S S
WENEA  ANEBRINTIEE
¥R ERAR ([£ERI%E])
A8 — AL A AP B K B A 3 A
E EENSCEHEERAAA
R#238,000L (HE=F—+
FRA=ZTHIEANER : AR
238,0007T) ° FAEREEEE S
ERIEMERER - HEEBRT
BERAEAARNEEEESE
HEOE DM ERRIEEED -

iy REE=ZE—NFA=1+HI
ANER - AEE R 2R K
BRARIEE FIEENEES
AR#1 146,000 (B E -
—+EXNA=THIEANEAR: A
R#1,204,0007T) ° {E#4ERR £
HEZARIMEREZ - BB
RIEERHEIREFTEZRFRE
HEHE DM ERS REMEED -

b)) FTEEXTEEBAENHE
For the six months

ended 30 June
BEXNA=1THLAREAR

2018 2017

—B-N\F —E—+tF

RMB’000 RMB’000

AR®T T AR¥BT T
(Unaudited) (Unaudited)

(REERK) (REER)

Short-term employee benefits 2 H R B ta A 2,430 2,502
Post-employment benefits BB 12 13 A 64 62
Share award plan %17 2E Rt & 8 -
2,502 2,564
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hHIS A M RRE
For the six months ended 30 June 2018 #Z =% — /(#Ff‘\:mﬂlt/\ N 1EA - =

T

23. APPROVAL OF THE INTERIM CONDENSED 23. HEFRHAEES OB H®RE

CONSOLIDATED FINANCIAL STATEMENTS
The unaudited interim condensed consolidated financial EEgER -/ \FN\AZTHEHHIEREK
statements were approved and authorised for issue by the ETERGEZT GRS M BERE -

board of directors on 20 August 2018.
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