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Financial Highlights
LR R

The board (the “Board”) of directors (the “Directors”) 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 2021 (the “Review Period”):

J Revenue increased by approximately 78.3% to approximately
RMB756,724,000 for the six months ended 30 June 2021 from
approximately RMB424,317,000 for the six months ended 30
June 2020.

o Gross profit margin improved by approximately 0.5 percentage
point to approximately 13.7% for the six months ended 30
June 2021 from approximately 13.2% for the six months ended
30 June 2020 as a result of better operational efficiency during
the Review Period as compared to the partial shutdown of
factories in early 2020 due to the COVID-19 pandemic.

J Profit for the Review Period increased by 8.4% to
approximately RMB12,289,000 for the six months ended 30
June 2021 from approximately RMB11,340,000 for the six
months ended 30 June 2020.

o Profit attributable to the owners of the parent surged by
approximately 41.5% to approximately RMB14,280,000
for the six months ended 30 June 2021 from approximately
RMB10,093,000 for the six months ended 30 June 2020.

J Basic earnings per share remained at approximately RMB0.02

for the six months ended 30 June 2021 (for the six months
ended 30 June 2020: RMB0.02).
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Management Discussion and Analysis

BUSINESS REVIEW

The COVID-19 pandemic has subsisted since its discovery in late
2019. Vaccination has become available in early 2021. Business
activities generally resumed but the mutation of the virus has
weakened the efficacy of the vaccine and many countries around the
world have once again implemented partial lock down measures to
curb the spreading of the virus.

During the Review Period, revenue of the Group surged by
approximately 78.3% on a year-on-year basis from RMB424,317,000
to RMB756,724,000. The increase in revenue was mainly attributable
to the recovery in demand of linen yarn in all markets during the
Review Period, as the previous year was hard-hit by the COVID-19
pandemic.

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 Group’s domestic sales
of RMB303,921,000, which contributed to approximately 40.2% of
the Group’s total revenue, recorded an increase of approximately
127.2% as compared to the corresponding period last year, while
the Group’s overseas sales of RMB452,803,000, which contributed
to approximately 59.8% of the Group’s total revenue, recorded
an increase of approximately 55.8% on a year-on-year basis. In
particular, total sales to European Union countries and non-European
Union countries reported an increase of 44.5% and 68.8% on a
year-on-year basis respectively, as a result of the business activities
resumption from COVID-19 pandemic during the Review Period.
Key European Union countries that the Group sold its products to
include Italy, Portugal and Belgium. Meanwhile, the Group continues
in developing the domestic market with an objective to secure more
cooperation with target customers in China.
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Management Discussion and Analysis

ﬁiﬂ njnﬂﬂ&ﬁ*ﬁ'

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 relationships
with its suppliers. During the Review Period, the Group procured
approximately 13,955 tonnes (six months ended 30 June 2020:
15,346 tonnes) of raw materials abroad, representing a year-on-year
decrease of approximately 9%. The average procurement unit price
was approximately RMB21,291 per tonne, representing a decrease
of approximately 22.3% from approximately RMB27,430 for the
corresponding period last year. The Group is optimistic about the
future of the linen textile industry. It is the corporate procurement
strategy of the Group to maintain its production scale and to secure a
steady volume of production going forward. The Group will continue
to closely monitor the international market development and plan its
procurement cautiously at the same time.

Production Capacity

As at 30 June 2021, the Group had five productions bases as follows:

No. Factory Location Country

Wi BB & BEx

1 Haiyan 1st Factory Zhejiang China

—Hik B AL &

2 Rugao Factory Jiangsu China
WRBE TLER ey

3 Haiyan 2nd Factory Zhejiang China
B HAKE ijpas AR

4 Qinggang Factory Heilongjiang China
BEME FRET oy

5 Ethiopia Adama Ethiopia
mEMLLD fr 35 IREMLED
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Management Discussion and Analysis

The Group is equipped with advanced equipment for its unique
spinning technique, namely wet spinning and long and short
spinning, and can manufacture products with multiple specifications
from 3nm to 75nm, thereby broadening its customers’ choices and
achieving higher satisfaction from them at the same time.

A total of 9,683 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,
namely Heilongjiang Jinda Flax Hemp Co., Ltd., and this is the
Group's maiden attempt to explore the hemp yarn market. The Group
believes that the hemp yarn market will grow rapidly in the next few
years due to the national policy in China to promote the planting
of hemp in the Heilongjiang region and the use of the hemp textile
products. There were 348 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 outperform
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 legislation approved by the U.S. Congress
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 benefit from the
Everything but Arms (EBA) initiative of the European Union for least
developed countries (LDCs), which grants duty-free and quota-free
access to all products into European Union countries, except for arms
and ammunitions.

In order to ensure the well-being of the Group’s employees in the
Adama factory in Ethiopia, the factory operation in Ethiopia was
halted last year but has re-commenced the trial production during the
Review Period.
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Management Discussion and Analysis

SRR i

FINANCIAL REVIEW
Revenue

For the Review Period, the Group’s revenue surged by approximately
78.3% to approximately RMB756,724,000 (six months ended 30
June 2020: RMB424,317,000). The increase of revenue was mainly
attributable to the recovery in demand of linen yarn due to business
activities resumption from the COVID-19 pandemic during the
Review Period. An increase of approximately 104% was experienced
in terms of sales quantity and thereby resulting in a total of 11,370
tonnes of linen yarn being sold during the Review Period (six months
ended 30 June 2020: 5,567 tonnes). Sales to all regions had a
year-on-year recovery, in particular, sales to each of the domestic,
European Union and non- European Union regions increased by
approximately 127.2%, 44.5% and 68.8%, respectively, during the
Review Period.

The breakdown of revenue by sales regions is as follows:

R %5 o] &
WA

REREAE  REBRNWARFAL78.3%ELA
K 1756,724,0007c (BE_ZE-_ZFFA=+H
B A : AR #424,317,0007T) o WA T2
=B BB ESEESUCOVID-19&B EH Ik
BLTEMAEREIBFAE - R EIEEARE H218
M049104% » BEVIHE B A & 3£11,37008 (B =
TEIEFAB=1HI/SER 55670 i
ClEEfARE FTENEMNIHEREFE L LHEHE
BN RER b o E k= = V| Wb A
#9127 2%~ 44.5%%268.8% ©

R E MR8 2R A BRI ¢

Year— Year—

on-year on-year

change in change in

1H2021 1H2020 revenue revenue

A WA

ZEC—FF¥E TERITFEHF B LL & E) [B) L8

RMB’000 % RMB’000 % RMB’000 %

ARETFT % AREFT % ARETT %

China = 303,921 40.2% 133,763 31.5% 170,158 127.2%
European Union ] 224,482 29.7% 155,314 36.6% 69,168 44.5%
Non-European Union FEERER 228,321 30.1% 135,240 31.9% 93,081 68.8%
Total Revenue WA 756,724 100.0% 424317 100.0% 332,407 78.3%
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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 84.9% to approximately RMB103,900,000 (six
months ended 30 June 2020: approximately RMB56,198,000). Gross
profit margin for the Review Period improved by approximately
0.5 percentage point to approximately 13.7% (six months ended
30 June 2020: approximately 13.2%) mainly due to improvement
of operational efficiency of factories during the Review Period as
compared to the partial shutdown of factories in early 2020 due to
the COVID-19 pandemic.

Other Income and Gains

Other income and gains for the Review Period mainly comprises
government grants and subsidies of approximately RMB1,001,000
(six months ended 30 June 2020: approximately RMB9,463,000),
interest income of approximately RMB180,000 (six months ended 30
June 2020: approximately RMB328,000) and a net exchange gain of
RMB1,295,000 (six months ended 30 June 2020: RMB5,399,000).
There were more government grants and subsidies provided by the
Chinese government in the first half of the previous year to assist
corporates during the trade tension between the United States and
China and the COVID-19 pandemic.

Selling and Distribution Expenses

The Group's selling and distribution expenses for the Review Period
amounted to approximately RMB32,281,000 (six months ended 30
June 2020: approximately RMB15,947,000), which accounted for
approximately 4.3% (six months ended 30 June 2020: approximately
3.8%) of the Group’s total revenue. The increase in selling costs as
a percentage of revenue was mainly due to the significant increase
in sea freight costs during the Review Period, as a result of the
COVID-19 pandemic.
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Management Discussion and Analysis

SRR i

Administrative Expenses

The Group’s administrative expenses for the Review Period amounted
to approximately RMB37,354,000 (six months ended 30 June
2020: approximately RMB31,592,000), representing an increase of
approximately 18.2% as compared with the corresponding period last
year. The increase in the Group’s administrative expenses was mainly
due to additional staff costs arising from the increase in headcount
and bonus of the Group and there was a reversal of share award
expense of RMB1,790,000 in the corresponding period in previous
year.

Other expenses

The Group’s other expenses for the Review Period amounted
to approximately RMB546,000 (six months ended 30 June
2020: approximately RMB1,683,000). The Group had donated
RMB1,000,000 to the local community to combat the COVID-19 in
the corresponding period previous year.

Finance Costs

Finance costs include net borrowing interest expense and interest on
lease liabilities.

Net borrowing interests for the Review Period amounted to
approximately RMB19,194,000 (six months ended 30 June 2020:
approximately RMB11,230,000). Net borrowing interests represent
the total interest expense on bank loans less amount capitalized
attributable to capital assets.

An interest expense of approximately RMB2,706,000 was capitalized
during the Review Period (six months ended 30 June 2020:
approximately RMB10,209,000).

Interest on lease liabilities for the Review Period amounted to
approximately RMB234,000 (six months ended 30 June 2020:
RMB251,000).

Total finance costs for the Review Period amounted to approximately

RMB19,428,000 (six months ended 30 June 2020: approximately
RMB11,481,000).
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Management Discussion and Analysis

Income Tax Expense

Income tax expense for the Review Period amounted to
approximately RMB5,698,000 (six months ended 30 June 2020:
tax credit of approximately RMB336,000). The effective tax rate
for the Review Period and the corresponding period in 2020 was
approximately 31.7% and -3.1% respectively. The high effective tax
rate was due to tax losses resulting from deferred tax assets of certain
subsidiaries not being recognised during the Review Period. The
negative effective tax rate for the corresponding period last year was
due to the fact that 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.
There was a net reversal of dividend withholding tax provision in the
corresponding period last year.

Profit for the period

The Group recorded a profit for the Review Period of approximately
RMB12,289,000 (six months ended 30 June 2020: RMB11,340,000),
representing an increase of approximately 8.4% as compared with
the corresponding period last year.

Minority interests

The minority interests of approximately RMB1,991,000 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 2020: share of net profit of approximately
RMB1,247,000).

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
RMB14,280,000 (six months ended 30 June 2020: RMB10,093,000),
representing an increase of approximately 41.5% as compared with
the corresponding period last year.
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Management Discussion

SRR i

and Analysis

Liquidity and Financial Resources

As at 30 June 2021, the Group had net current assets of
approximately RMB120,451,000 (as at 31 December 2020:
approximately RMB121,545,000). The Group financed its operations
with internally generated resources and bank loans during the Review
Period.

As at 30 June 2021, the Group had cash and cash equivalents
of approximately RMB128,733,000 (as at 31 December 2020:
approximately RMB166,761,000). The liquidity ratio of the Group
as at 30 June 2021 was approximately 109.5% (as at 31 December
2020: approximately 109.1%).

Total equity of the Group as at 30 June 2021 was approximately
RMB1,232,031,000 (as at 31 December 2020: approximately
RMBT1,227,235,000). As at 30 June 2021,
bearing bank and other borrowings repayable within 12 months
from the date of the statement of financial position of approximately
RMB880,841,000 (as at 31 December 2020: approximately
RMB962,399,000) and long-term interest bearing bank and other
borrowings of approximately RMB52,067,000 (as at 31 December
2020: approximately RMB53,204,000). Together they represented a
gross debt gearing ratio (i.e. total borrowings/total equity) amounted
to approximately 75.7% (as at 31 December 2020: approximately
82.8%).

the Group had interest

The Board believes that the Group’s existing financial resources is
relatively high. In the event that additional financing is required,
the Group may consider all possible financing options, including
capital raising in the capital market as and when appropriate, with an
objective to maintain the Group's gearing ratio at a healthy level.

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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Management Discussion and Analysis

CAPITAL COMMITMENTS

As at 30 June 2021, 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 RMB97,635,000
(as at 31 December 2020: approximately RMB100,889,000). As at
30 June 2021, there was no capital commitment authorised but not
contracted for (as at 31 December 2020: Nil).

CONTINGENT LIABILITIES

As at 30 June 2021, the Group did not have any contingent liabilities.

CHARGE ON ASSETS

As at 30 June 2021, the current interest-bearing bank loans with
a carrying amount of RMB383,184,000 were secured by certain
property, plant and equipment, prepaid land lease payments,
and inventories with carrying amounts of approximately
RMB240,872,000 (31 December 2020: RMB252,403,000),
approximately RMB55,403,000 (31 December 2020:
RMB56,029,000), approximately RMB40,000,000 (31 December
2020: RMB40,000,000), respectively.

MATERIAL ACQUISITION AND DISPOSAL

The Group did not have any material acquisition or disposal of
subsidiaries, associates and joint ventures during the Review Period.

SIGNIFICANT INVESTMENTS HELD

The Group did not have any significant investment held during the
Review Period.

FUTURE PLANS FOR MATERIAL INVESTMENT OR
CAPITAL ASSETS

Save for the ongoing investment in our Ethiopia factory project,
various up-keeping and maintenance of existing factory projects and
to build a new warehouse in Heilongjiang, the Directors confirmed
that as at the date of this report, there are no current plan to acquire
any material investment or capital assets.
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Management Discussion and Analysis

SRR i

FOREIGN CURRENCY EXPOSURE

The Group’s transactions are mainly denominated in Renminbi,
United States Dollars, Euros and Hong Kong Dollars. The exchange
rate fluctuations 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. There were derivative financial
instruments assets of RMB431,000 as at 30 June 2021 (as at 31
December 2020: Nil).

REMUNERATION POLICY

As at 30 June 2021, the Group had a total of 3,254 employees (30
June 2020: 3,207 employees). Total staff costs incurred for the Review
Period amounted to approximately RMB66,445,000 (six months
ended 30 June 2020: RMB69,532,000).

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 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.

14 2021 Interim Report Z&E - —FHHEARE

S JR B

AEENRZEEUARE S EZT BT KRBT
B AERCHERTYEEEZEEE ™
HEXFH - Bl KAABTNEREEREIILT
BTN RBENRTESRIA R -2 - —
FARBE=1+H8 > &&E£B8E AK431,0007cH{7E
SHMITESEE W_E-_EF+-_A=+—H:

i) o

A EL R

A TE - —FEAB=Z1+H - SEEEHES
32542 BE (CEZEERAB=1H 3,207%
BE) -CIEPBEENETEN YA AR
66,445,000 (BE_—_ZE -_FFEA=+HLEN
@A : AR¥69,532,0007T) °

FEERHBERHEARARF NV R
Wt B BB - A B AR T E L & RIES
Bt ltih AEERHETEEERASBREA
IR ENE R AR KB ERE R K E
RERPEH (AR

FEBEENFNERAEFET 2RI EENE
FE~ 45 B  PRAE S WS BB F R R5R DU
UBIRITHIBFHKTHIE - EFE G RAERBF
MEZEGERRICKRRBFEAG LRE REX
EEEEXR BEENRBRILETHHT
BEEFHMWN AEETARLREESRMHERE
RN BRIEFIERAZ



Management Discussion and Analysis

The Group has also adopted a share option scheme 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.

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.

MISCELLANEOUS

The Board is of the opinion that there have been no material changes
to the information published in the Company’s annual report for the
year ended 31 December 2020, other than those disclosed in this
interim report.

PRINCIPAL RISKS AND UNCERTAINTIES FACING THE
GROUP

The Group is principally engaged in the manufacturing of linen yarn
and the sale of the products to over 20 countries. Overseas sales are
invoiced in United States Dollars, except for sales by the Group’s
subsidiary in Italy which are invoiced in Euros. Domestic sales
in China are invoiced in Renminbi. Raw materials (fiber flax) are
imported from Europe. The principal risks and uncertainties facing the
Group include the demand for linen yarn, protectionism of certain
countries and possible punitive tariffs of products made in China,
stable supplies of raw materials, depreciation of United States Dollars
against Renminbi, the implementation risks of the new expansion
project in Ethiopia, and outbreak of epidemic causing disruption of
production.

OUTLOOK AND PLANS

With the COVID-19 vaccination programs being rolled out for most
of the countries in the world, business operation is gradually getting
back to normal. No massive and prolong period of lock down is
expected in the future.

The trade tension between the United States and China is expected
to continue in the foreseeable future and unilateral sanction and
retaliation cannot be ruled out.
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Management Discussion and Analysis

SRR i

Despite facing many challenges including but not limited to the
COVID-19 pandemic and civil unrest in Ethiopia, the Group's factory
in Ethiopia has gradually been put into production and its first batch
of finished products was shipped out in August 2021 and hopefully
production will gradually ramp up in the near future.

The Group has partnered with COTTONCONNECT from the United
Kingdom for the development of REEL Linen Code of Conduct in
last year. REEL stands for “Responsible Environment, Enhanced
Livelihoods”. REEL Linen Code of Conduct is a social responsibility
initiative committed to the improvement and promotion of
environmental safety, quality responsibility and traceability of the
global flax industry from farm to yarn, and to promote the sustainable
development of the whole industry chain from planting to end user.
The Company will continue to promote the REEL Linen Code of
Conduct for the sustainability of the linen industry.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2021, the Directors and their associates had the
following interests in the 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")), or which were recorded in the register required to be
kept under Section 352 of the SFO or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) 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”):

Long positions in Shares

Disclosure ofqlhnterests
EmiEE

EFRESTHRAESRKRS  HEERG
RESFEAHNERRRE

KRB —FB=1TH EFRRKENHEA
RAERB RN (BB)) - AR REREER (E
BEREBEAB-NERSRIBERG (EHR
HAEIRA) SEXVED BIAERAR (D MBS R
HELRAEBEFAERIBI2RREFENE
D NEREEM S X ZMAERATE
Z EHRA (TEHRRA) MEx+PRERY LT
ANEFETEFRZRESTR (MREFR)) A
BITNERRBREBMEXZFAARAT (M5
3ZFR)) BRI T

RIZEVIFE

Ordinary Shares of HK$ 0.01 each

BREB.OVETHEER
Approximately
Total percentage of
Personal Corporate number of issued share
Name of Director EENY interests interests Shares held capital (%)
(Note 1)
HERTRE
Bt NEEm  FRROBE  BNEIE%)
(Hzt1)
Mr. Ren Weiming HERLE 12,072,000 302,800,000 314,872,000 50.01
(Note 2)
(H#2)
Mr. Ngan Kam Wai Albert BERELE 418,000 67,000,000 67,418,000 10.71
(Note 3)
(323
Ms. Shen Hong B L 504,000 - 504,000 0.08
Notes: Mt
1. The Shares are registered under the names of the Directors who are the 1. ZERMUEABTRENESHNLEER

beneficial Shareholders.
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Disclosure of Interests
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EmigE

2 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 2021, no share options were granted to the Directors or
any of their associates.

Save as disclosed above, as at 30 June 2021, none of the Directors
or their associates had or were deemed to have any interests or short
positions in the Shares, underlying shares and debentures of the
Company or any of its associated corporations (within the meaning of
Part XV of the SFO) which were recorded in the register required to
be kept under Section 352 of the SFO or as otherwise 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.
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INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL
SHAREHOLDERS

So far as it is known to the Directors, as at 30 June 2021, the
following persons, other than a Director or chief executive of the
Company, had interests or short positions in the Shares or underlying
shares of the Company which were recorded in the register required
to be kept under Section 336 of the SFO:

Long positions in Shares

Name of Shareholder Capacity

BRER 18 5145

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

Kingdom Investment Holdings Limited
(TKingdom Investment (BVI) J) (473£1)

0§
Bk

m#EA A

Millionfull International Co., Ltd. Beneficial owner

(“Millionfull International”) (Note 2)

Millionfull International Co., Ltd. EmEE A
("Millionfull International 1) (475%2)

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 2021, the Company had not
been notified by any person, other than a Director or chief executive
of the Company, who had interests or short positions in the Shares
or underlying shares of the Company which were recorded in the
register required to be kept by the Company under section 336 of the
SFO.

Disclosure of Interests
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Corporate Governance and Other Information

EEXERREMEN

CONTINUING DISCLOSURE OBLIGATIONS
PURSUANT TO THE LISTING RULES

The Company does not have any other disclosure obligations under
Rules 13.20, 13.21 and 13.22 of the Listing Rules.

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

The Company or any of its subsidiaries did not purchase, sell or
redeem any of the Company’s listed securities during the Review
Period.

CORPORATE STRATEGY AND LONG-TERM BUSINESS
MODEL

The primary objective of the Group is to enhance long-term total
return for Shareholders. The strategy of the Group is to deliver
sustainable returns with solid financial fundamentals. To achieve
this objective, the Company strives to be one of the largest linen
yarn manufacturers in the world through implementation of strategic
global production layout, its commitment to sustainable development
and technical innovation, developing proprietary intellectual property
rights, branding of products and pursuing advanced management for
lean management and excellent performance to generate or preserve
value over a longer term. The management discussion and analysis
contains discussions and analyses of the performance of the Group
and the basis on which the Group generates or preserves value over
the long 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 2021 (30 June 2020: Nil).
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Corporate Governance and Other Information

SHARE OPTION SCHEME

The Company has adopted a share option scheme (the “Scheme”) on
30 May 2016, for the purpose of providing rewards and incentives to
any Director, employee, consultant, customer, supplier, agent, partner
or adviser of or contractor to the Group who have contributed to the
success of the Group’s operations. No option has been granted under
the Scheme since its adoption on 30 May 2016.

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.

The Trustee had purchased an aggregate of 19,400,000 Shares on
the market in 2017 as reserve for any future award of Shares and
held them on trust for the selected eligible 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.

On 25 May 2018, 19,400,000 Shares have been awarded to selected
persons of which 19,370,000 Shares have been accepted pursuant to
the Share Award Plan.
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On 25 May 2019, 1,010,000 of the awarded Shares which have been
vested were transferred from the Trustee to the names of 29 awardees.

On 29 April 2020, 5,159,250 of the awarded Shares which have been
vested were transferred from the Trustee to the names of 51 awardees.
In addition, 1,000,000 granted Shares were returned to the share pool
due to resignation of relevant employees during the year ended 31
December 2020.

No awarded Shares were vested during the Review Period as the
vesting condition on performance target for the year 2020 was not
satisfied.

MODEL CODE FOR DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code and devised its own code
of conduct regarding securities transactions by Directors on terms no
less exacting than the required standard as set out in the Model Code.
Having made specific enquiries with all Directors, all Directors have
confirmed that they have complied with the required standards as set
out in the Model Code and the Company’s code of conduct regarding
Directors’ securities transactions for the Review Period and up to the
publication date of this interim report.

COMPLIANCE WITH THE CORPORATE GOVERNANCE
CODE OF THE LISTING RULES

The Company is committed to the establishment of 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 for the deviation to code provision A.2.1 of the
Corporate Governance Code contained in Appendix 14 of the Listing
Rules (the “Code”) as disclosed below, the Company has complied
with all the code provisions set out in the Code throughout the
Review Period.
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Corporate Governance and Other Information

Code Provision A.2.1

Under code provision A.2.1 of the Code, the roles of the chairman
and chief executive officer 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 officer”.
Mr. Ren Weiming, who acts as the chairman of the Company, is
also responsible for overseeing the general operations of the Group.
The Board meets regularly to consider major matters affecting the
operations of the Group. 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 systems of the Group as well as the Group’s
internal audit function 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.
Yan Jianmiao and Mr. Lo Kwong Shun Wilson. 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 Review Period
and this interim report 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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Interim Condensed Consolidated Statement of Profit or Loss

PHISBASHERR

For the six months ended 30 June 2021 #Z -~ T - —F,xH =+ HiE 15

For the six months ended 30 June

BE/SA=+HLAEAR

2021 2020
& e 32
Notes RMB’000 RMB’000
Kzt AR®TT ARETIT
(Unaudited) (Unaudited)
(REEE%) (R&EI%)
REVENUE FROM CONTRACTS EREHWA
WITH CUSTOMERS 4 756,724 424,317
Cost of sales #H & A AS (652,824) (368,119)
Gross profit EF| 103,900 56,198
Other income and gains HAth R i m 4 3,696 15,509
Selling and distribution expenses HERDIHRY (32,281) (15,947)
Administrative expenses THAX (37,354) (31,592)
Other expenses Hhpax (546) (1,683)
Finance costs BAFE R A 5 (19,428) (11,481)
PROFIT BEFORE TAX PR AT 6 17,987 11,004
Income tax (expense)/credit PRSI (B 1% 7 (5,698) 336
PROFIT FOR THE PERIOD AR 12,289 11,340
Attributable to: HT7)1E 8 E
Owners of the parent SREEB A 14,280 10,093
Non-controlling interests JESZE I (1,991) 1,247
12,289 11,340
EARNINGS PER SHARE ATTRIBUTABLE B AT EZEREZIFEA
TO ORDINARY EQUITY HOLDERS FE(L SR R A
OF THE PARENT
Basic SN 9 RMBA K #0.027T RMBA R #0.027t
Diluted #E 9 RMBA R #0.027T RMBA R #0.027¢
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Interim Condensed Consolidated Statement of Comprehensive Income

PHEHSHEE KRR

For the six months ended 30 June 2021 #Z —F ——#F XA =+HIE1EH

For the six months ended 30 June

BE/NA=+HLAEAR

2021 2020
—E-—f —mo=E
RMB’000 RMB’000
ARBFT ARBT T
(Unaudited) (Unaudited)
(CREEER) (CREEER)
PROFIT FOR THE PERIOD A& 12,289 11,340
Other comprehensive income to B FRBEERDEEERN
be reclassified to profit or loss in HM e E W :
subsequent periods:
Exchange differences on translation of MEBINEFNER ZER
foreign operations (493) 236
TOTAL COMPREHENSIVE INCOME, AR 2 E W 4R EE
FOR THE PERIOD 11,796 11,576
Attributable to: B T7EE RS !
Owners of the parent SREEB A 13,787 10,329
Non-controlling interests Bl il (1,991) 1,247
11,796 11,576
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Interim Condensed Consolidated Statement of Financial Position

PHI B & H M B AR R R

As at 30 June 2021 PR ZE_—FNNA=+H

NON-CURRENT ASSETS
Property, plant and equipment
Investment property
Right-of-use assets

Other intangible assets
Prepayments for equipment
Deferred tax assets

Other non-current assets

Total non-current assets

CURRENT ASSETS

Inventories

Trade and notes receivables

Prepayments, deposits and other
receivables

Derivative financial instruments

Pledged deposits

Cash and cash equivalents

Total current assets

CURRENT LIABILITIES

Trade and notes payables

Other payables and accruals

Interest-bearing bank and
other borrowings

Dividend payable

Tax payable

Total current liabilities
NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT
LIABILITIES

FRBEE
ENA=YSE S
REYF
EREEE
HthWELEE
REFANTIE
BEERIBE E
HtIERsEE

IFREEERE
MENEE

=8
FEUR & 5 IR AU R R 1%
BN B R EMEYTRIE

TTEEMIA
BRRER
RERREEFEY

BB ERE

nEERE

BN EZERMKRENEE
HMEARIER AR E R
SHRIRITRAEMBE

FENRE
EIRIE
Uit I Rt

MEBEEFE
BEERERRBAE
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Notes
KizE

10

11

12
13

19

14

15

30 June 31 December
2021 2020
—EI—fF TEIERF
~NB=+H +—HA=+—H
RMB’000 RMB’000
ARETT ARETT
(Unaudited) (Audited)
(REEEZ) (B 5E12)
1,065,843 1,050,539
5,432 5,729
87,791 72,084
4,295 4,158

756 22,570

19,358 23,277

407 407
1,183,882 1,178,764
718,868 793,825
388,566 375,836
88,601 85,947

431 -

63,477 32,889
128,733 166,761
1,388,676 1,455,258
235,149 198,863
138,432 159,501
880,841 962,399
185 188

13,618 12,762
1,268,225 1,333,713
120,451 121,545
1,304,333 1,300,309




Interim Condensed Consolidated Statement of Financial Position

REARG PR S H M B AR R

As at 30 June 2021 HK==|=—# XA=+H

30 June 31 December
2021 2020
b S 3 e 32
~NB=+H +=-—HB=+—H
RMB’000 RMB’000
ARETT AREF T
Notes (Unaudited) (Audited)
HizE (REEEZ) (2= 1%)
TOTAL ASSETS LESS CURRENT BEEEERRE&HE
LIABILITIES 1,304,333 1,300,309
NON-CURRENT LIABILITIES JERENEE
Deferred tax liabilities FIERIBEE 20,235 19,870
Interest-bearing bank and STRIBITREMES
other borrowings 15 52,067 53,204
Total non-current liabilities EmENaEMEEE 72,302 73,074
Net assets BEEEE 1,232,031 1,227,235
EQUITY Uiy
Equity attributable to owners of the BATEE AELER
parent
Share capital &N 16 6,329 6,329
Treasury shares [EF D 17 (13,305) (13,305)
Reserves 1 1,206,107 1,192,320
1,199,131 1,185,344
Non-controlling interests JEEHI M 32,900 41,891
Total equity P AR ER 1,232,031 1,227,235
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Interim Condensed Consolidated Statement of Changes in Equity

PHARSBA S e 8B R

For the six months ended 30 June 2021

At 31 December 2020 (audited)

Profit/(Loss) for the period
Exchange differences on
translation of foreign operations

Total comprehensive income/(loss)
for the period

Dividend paid to
non-controlling shareholders

At 30 June 2021 (unaudited)

At 31 December 2019 (audited)

Profit for the period
Exchange differences on
translation of foreign operations

Total comprehensive income
for the period

Equity-settled share awards plan

Transfer of share award plan
reserve upon the vesting

Final 2019 dividend declared

At 30 June 2020 (unaudited)

BE_E_—FAXFA=1HILAEA

Attributable to owners of the parent

BRREAAER
Non-
Issued Share Treasury Merger Statutory  Exchange Retained controlling Total
capital premium shares reserve reserve reserve profits Total interests equity
BE#f FEEERIME
ke REE EERG  AHERE  AERE  EREE  REER &t i RERE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AEETR ARBTR ARETR ARETR ARETR ARETR ARETR ARETR ARETR ARETR
R=E=2E
+ZA=+-A &7 6,329 269,226 (13,305 196,816 145,113 662 583827 1,185,344 41,891 1,227,235
Rt/ 58 - - - = = = 14,280 14,280 (1,991) 12,289
BEEIEBNERER
- o = - - (493) - (493) - (493)
BrzEke/ (58 8%
- - - - - (493) 14,280 13,787 (1,991) 11,796
I FHERRRORE
_ _ - _ - - - - (7,000) (7,000
R-E_—£/ A=1H
(REEE=1Z) 6,329 269,226 (13,305) 196,816 145,113 (3,155) 598,107 1,199,131 32,900 1,232,031
Attributable to owners of the parent
SREHEE B
Share Non-
Issued Share  Treasury Merger  Statutory award  Exchange  Retained controlling Total
capital  premium shares reserve reserve reserve reserve profits Total interests equity
B&fT Ry 2R JREERIE
Rx  RPEE EHERR AfEE ARG #E EREE  RERER 5t S S
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ABETR ARETR ARETT ARETR ARETR ARETR ARETT ARETR ARETR ARETR ARETT
RZF-NE+-A=1-H
=7 6329 270308 (18493 196816 144757 8,401 2,99) 632,688 1,237,810 43,085 1,280,895
HBRREA = = = = = = = 10,093 10,093 1,247 11,340
BEEIEBNERER
- - - - - - 236 - 236 - 236
BA2EREEE
- - - - - - 236 10,093 10,329 1,247 11,576
MEneERnEE S = = = = = (4,295) = = (4,295) = (4,295)
RERRBERMEED
BEE - (1,082) 5,188 - - (4,106) - - - - -
BER—F-NERHRE = = - - - - - (39484 (39484) - (39484)
RZB-BERA=1H
(REER) 6329 269226 (13305 196816 144757 - (,760) 603207 1204360 44332 1,048,692
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Interim Condensed Consolidated Statement of Cash Flows

CASH FLOWS FROM OPERATING
ACTIVITIES

Profit before tax

Adjustments for:

Fair value gain on derivative financial
instruments transactions not
qualifying as hedges

Reversal of equity-settled share
award expenses

Depreciation

Depreciation of right-of-use assets

Amortisation of intangible assets

Provision for impairment of inventories

(Gains)/Losses on disposal of items of
property, plant and equipment
Provision for impairment of
trade and notes receivables
Finance costs
Bank interest income

Decrease/(Increase) in inventories

(Increase)/Decrease in trade and
notes receivables

(Increase)/Decrease in prepayments
and other assets

Proceeds from pledged deposits

New pledged deposits

Increase in derivative financial instruments

Increase/(Decrease) in trade and
notes payables

Decrease in other payables and accruals

Cash generated from/(used in) operations

Interest received
Income tax paid

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

For the six months ended 30 June 2021

REFEPHMRETRE

R A A

AR

FEERIEHPITE
TRTERZZ0
ARBEST

DUt mntis B R {0 52 B
Fs< (ol

e

ERREEINE

BB EHH

FERERE

HEYFE BB KRRHE
BE (8w /#i8

FEUR B 5 BRI FE U R4
B

MBS

HRITHBWA

FaREL, (gm)
FEUs B 2 BRI R W R 1%
(1gom R
R REMEE
#gm
BRI PRISRIR
ME BRI EM
TEER T AN
P& B 2R BRI
1@hn, Gaib)
HME(IRIE R TR
& AR

REEE/ (A NRE

BUFIE
BN

REEBEL PR B
REREBPE

PHEHEEHRERER

BE_F_—ENF=+HILNER

For the six months ended 30 June

BE/A=THINEAR

2021 2020
—E—F —ETTH
RMB’000 RMB’000
AREEFT AR®BTF T
(Unaudited) (Unaudited)
(REEEZ) R HEZ)
17,987 11,004
431) -
- (4,295)

38,308 33,775
2,341 2,019

272 273

716 3,054

311) 69

1,783 786
19,428 11,481
(180) (328)
79,913 57,838
74,241 (150,528)
(14,513) 113,919
(2,654) 6,829
49,894 85,972
(90,015) (76,868)

- 198

36,286 (194,722)
(36,072) (19,018)
97,080 (176,380)

180 328

(573) (21,027)
96,687 (197,079)
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Interim Condensed Consolidated Statement of Cash Flows

PHEHSHRERE

For the six months ended 30 June 2021 #Z -~ T - —F,xH =+ HiE 15

CASH FLOWS FROM INVESTING
ACTIVITIES

Purchases of items of property,
plant and equipment

Prepayments for land lease payment

Prepayments for equipment

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

Proceeds from disposal of a subsidiary

Net cash flows used in investing activities

CASH FLOWS FROM FINANCING
ACTIVITIES
New bank loans
Repayment of bank loans
Interest paid
Principal portion of lease payment
Proceeds from pledged deposits
New pledged deposits
Dividends paid to
non-controlling shareholders

Net cash flows generated from financing
activities

NET (DECREASE)/INCREASE 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
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

REFDHNRERE
BEYE - BERRHBHEE

TR S ARRFE N RIA

RBRNIA

HEYEBERREERE K
HMEEEMRSHRIR

HE—RNBARPAIFHIE
SERBPTANIRE RS PR
MEEBNRERE

MEIRITER
BEIRTER
BAFE
BEMREEE D
ERRERMPASNRIE
MEBRMER

S FIFERRENRE

e

MERBELENRERE PR
RERFEEED

GRRL) /Y4038
HRERIREEEY
PERE BT

HRFEERETEEY

RERFEEB/BMERI N
R K IRITAEER

TSR RPR IR & K
REEEY
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For the six months ended 30 June

BE/A=THINEAR

2021 2020
—E—F —EITH
RMB’000 RMB’000
AREEFT ARET T
(Unaudited) (Unaudited)
(REEEZ) (RE&E1Z)
(29,034) (7,992)
(18,047) -
(756) (16,638)

893 111

15,000 —
(31,944) (24,519)
761,914 931,259
(843,258) (705,754)
(22,134) (21,690)
(1,351) (1,032)
21,475 104,327
(11,942) (76,892)
(7,000) -
(102,296) 230,218
(37,553) 8,620
166,761 144,798
(475) 236
128,733 153,654
128,733 153,654
128,733 153,654




2.1

2.2

Notes to Interim Condensed Consolidated Financial Statements

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 2021 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 2020.

CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES

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 2020, except for the adoption of the
following revised International Financial Reporting Standards
(“IFRSs”) for the first time for the current period’s financial
information.

Interest Rate Benchmark Reform —
Phase 2

Amendments to IFRS 9,
IFRS 39, IAS 7, IFRS 4
and IFRS 16

Amendment to IFRS 16 Covid-19-Related Rent Concessions

il

2.1

2.2

B HA RS PR S 1 B 75 R R M 5

For the six months ended 30 June 2021

BE_F_—ENF=+HILNER

NEIREEER

TEERBRAE (RAF) RIZEEX
FtR-+—HEHESESEMAILISE
RREBRRAF -AATRMN -ZZTRE
TR+ _HAEEBMEXSAMARAT
(TBE3ZFfr)) 7o

FEBEBERNFEERIBE DMLY -

AN BV EE 3 S BRIk A Cricket Square,
Hutchins Drive, P.O. Box 2681 GT, Grand
Cayman KY1-1111, Cayman Islands; EF &
SEMMAMUNEEERRERISIFS
FHL5418 o

mMMEE
BE_Z-_—#XA=+HLEAHNR
HARSBA A A TSR R IR B(H PR & =+ 2 81)
(T(ERE 2RI )]) F3458 TR HAR PSR
ke

APABESHPBERRLFEE2FH
BHMERMERN 2 BER RIEE > BER
REERBE_ZE-_TF+-F=+—HIt
FENEEPHERR—FEAS-

BRI BRRIKENES

R R R HARG PR & R B SR R P SR BY & 51
BRAGHEAEREBE T _TF+_A
=+—HLEFENEFEHMBEBRERME
BE - EREABNMBERERK
ML IEST(BIFR M B R S 2 A1) (IR
MBS EER)]) BRI o

(BB B |REZ£R]) F95%
(BRI RS 2R) 53958
(ERE st 2£R]) F75%
(R BREER]) 45K
(R BREZER]) F165%
IR

(B R S £ R ) F165%
EEIRS

FIFEEHE
—Eo s

Covid-191865/%
2%
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BE _F_—FNNA=+HINEA

2.2 CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES (continued)
The nature and impact of the revised IFRSs are described
below:

Amendments to IFRS 9, IFRS 39, IFRS 7, IFRS 4 and IFRS 16
address issues not dealt with in the previous amendments
which affect financial reporting when an existing interest
rate benchmark is replaced with an alternative risk-free
rate (“RFR”). The phase 2 amendments provide a practical
expedient to allow the effective interest rate to be updated
without adjusting the carrying amount of financial assets
and liabilities when accounting for changes in the basis for
determining the contractual cash flows of financial assets and
liabilities, if the change is a direct consequence of the interest
rate benchmark reform and the new basis for determining
the contractual cash flows is economically equivalent to the
previous basis immediately preceding the change. In addition,
the amendments permit changes required by the interest
rate benchmark reform to be made to hedge designations
and hedge documentation without the hedging relationship
being discontinued. Any gains or losses that could arise on
transition are dealt with through the normal requirements
of IFRS 9 to measure and recognise hedge ineffectiveness.
The amendments also provide a temporary relief to entities
from having to meet the separately identifiable requirement
when an RFR is designated as a risk component. The relief
allows an entity, upon designation of the hedge, to assume
that the separately identifiable requirement is met, provided
the entity reasonably expects the RFR risk component to
become separately identifiable within the next 24 months.
Furthermore, the amendments require an entity to disclose
additional information to enable users of financial statements to
understand the effect of interest rate benchmark reform on an
entity’s financial instruments and risk management strategy.

2021 Interim Report — & — —F R HRE

2.2

Notes to Interim Condensed Consolidated Financial Statements

PHARS B & M 5 ek R B 5E

For the six months ended 30 June 2021

B RRRENEE @

REST (R BREERDEEREE
T

ERAMNREERIBRERRAE (&
RRRRR ) BAR (RRMBREERDE
955% ~ (BIFRBA 75 3k S 2RI ) 553957 ~ (BIFR R4
BHREER) B75% (ARMHRESER)
Bagt K (ERMBREZER) B1658891E
SRR BM B RE ZESIRRE
EREE B _RESTREHENETE
THREERBRZENRENEZEEY
EHETISNRERETABRSREER
BRRETAMBMERNRNAIITHEERE
BE BRBZEH /T RBEENEZEH
BERABEANREMENHEERK
B L ERNEEEFABSRIEE o 1S
HZEFE A AN REENLEMREN Y
IR TE R R XM EITEN M A E
PR o BIERBE A EEEMNEMED
BB (R HREER]) FIRHIEER
EETERIE LISt B R EBEIREYE o
BRERANERIEE S RBERS D E > Z
SFEIATERERERLAMER EE
i A1) B9 223K o i B BE & T Mt YR A R AL B )
RERAE IR D IR AR2418 B AR &S 7]
BREHR MZBERAFERENIEERF
BIREE mEr] EBHER 2 RE  IL5h > Z
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ERMHRERNERE S RBH T EEN
EHEENERTIAAKRBREERBNT
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Notes to Interim Condensed Consolidated Financial Statements

B HA RS PR S 1 B 75 R R M 5

For the six months ended 30 June 2021 #Z —F ——#F XA =+HIE1EH

CHANGES IN ACCOUNTING POLICIES AND 2.2 GEERRIRENEE @
DISCLOSURES (continued)

Amendment to IFRS 16 (B PR B 75 3 5 2B B ) 38165 BVIEST AR
Amendment to IFRS 16 issued in April 2021 extends the “E-—FNABRMH (BRI RS %
availability of the practical expedient for lessees to elect not A1) 1658 EST A & A B EEZER{T
to apply lease modification accounting for rent concessions EEFEMARAEESENFERZE
arising as a direct consequence of the covid-19 pandemic Hcovid- 19 FEEFSERNE T RELER
by 12 months (the “2021 Amendment”). Accordingly, the T1288 (T2 —FB5T4) -Eit 7
practical expedient applies to rent concessions for which any WERBATER FENEMEET 1
reduction in lease payments affects only payments originally THRERZBERANREENRERRERZ
due on or before 30 June 2022, provided the other conditions X EFEANB=ZTHYEZAREENEE N
for applying the practical expedient are met. The amendment R AN ZE—FHNA—Hzx
is effective retrospectively for annual periods beginning on BB FEERRERE R L& ERE
or after 1 April 2021 with any cumulative effect of initially RAZEITAZEARGFEERIRE ARG
applying the amendment recognised as an adjustment to the sTHAE R R R B i A R 4 BR =2 — 1858
opening balance of retained profits at the beginning of the B o ZEFTRAFFIRANER - ZEFT AH K
current accounting period. Earlier application is permitted. ERP BRI ARREBRERAEALE

The amendment did not have any significant impact on the
financial position and performance of the Group.
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Notes to Interim Condensed Consolidated Financial Statements

PHARS B & M 5 ek R B 5E

For the six months ended 30 June 2021 #Z -~ T - —F,xH =+ HiE 15

34

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.

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
2021 is set out in the following table:

Mainland China ENETPN S
European Union (78221
Non-European Union JEERER
Total HazE

2021 Interim Report — & — —F R HRE

REE 53 AR

mAOREEE AEECDHEMKR—EE—X
BB TEOEEERBE DMLY - EIE
Bt oik B E R Kb RTFLHR
EREERAGHEGE R AEELES
S DB

IRE

@ HBFREHWA
TR EEBRBE_ZT - —F
NE=ZTHLERNEERERAEM
B pith & FE A I A B MIBE KL D
#r

Revenue from contracts
with customers
EREHWA

For the six months
ended 30 June
B#EAA=1THLEAR

2021 2020
—E-—fF C—=-F
RMB’000 RMB’000

ARETT ARETTT
(Unaudited) (Unaudited)
(REEER) (R&EI%)

303,921 133,763
224,482 155,314
228,321 135,240
756,724 424,317




Notes to Interim Condensed Consolidated Financial Statements

B HA RS PR S 1 B 75 R R M 5

For the six months ended 30 June 2021 #Z —F ——#F XA =+HIE1EH

OPERATING SEGMENT (continued) 3. KEDE @
Geographical information (continued) HIRE K @
(b)  Non-current assets b) FERBEE
30 June 31 December
2021 2020
s —% ==
AA=+H +ZA=1+—H
RMB’000 RMB’000
AREBFT ARHETFIT
(Unaudited) (Audited)
(REEXZ) (&%)
Mainland China FREIARE 806,104 800,801
Ethiopia HREEM LT 358,419 354,686
1,164,523 1,155,487
The non-current asset information of continuing EXE HEREEBENIERS
operations above is based on the locations of the assets BEEERDEREE (ERILAKE
and excludes financial instruments and deferred tax IEFRIEE EPRIN PREERIUE o
assets.
Information about major customers EREXrEEFNER
No revenue amounting to 10 percent or more of the Group’s RBE_Z_—FA=+HLXER"
total revenue was derived from sales to a single customer for THREE-—FFRETHHERAGKRER
the six months ended 30 June 2021 (six months ended 30 June RUBRAT0%HA E (BEZZZEFA
2020: Nil). =tHLERER 8| -
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Notes to Interim Condensed Consolidated Financial Statements

PHARS B & M 5 ek R B 5E

For the six months ended 30 June 2021 #Z -~ T - —F,xH =+ HiE 15

4. REVENUE FROM CONTRACTS WITH

4. BEREHUA - Hithlg

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.

M

RiSm

BEREQWA (RENAEEE EER) f55fif
#ERRAD R BE IR EEE ) ASBRIBE
MR IVBAE RIS E TN RIRE o

An analysis of revenue from contracts with customers, other BEREHNWA Bl m RS w0l
+

income and gains is as follows:

Type of goods or services
Sales of linen yarn, hemp yarn and scraps

Timing of revenue recognition
Goods transferred at a point in time

Other income

Foreign exchange gains, net

Government grants

Bank interest income

Fair value gains on derivative
financial instruments

Others

36 2021 Interim Report —& - —Frh#AsRE

EmafRER
SHE ERMRAD ~ R R A K B

LN EE T
RE—RREENE M

H fth Uizt

SNETS mFER

BUF /8

RTTH B UA
MEEMIAZANEBERST

Hh

For the six months
ended 30 June
HENA=1THLNER

2021 2020
—EF—%F “ETE

RMB’000 RMB’000

ARETT ARET T

(Unaudited) (Unaudited)

(REEER) (R#E3:1%)

756,724 424,317

756,724 424,317

1,295 5,399

1,001 9,463

180 328

431 —

789 319

3,696 15,509
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For the six months ended 30 June 2021 #Z —F ——#F XA =+HIE1EH

5. FINANCE COSTS 5. BRGNS
For the six months
ended 30 June
BEANA=1THIARER
2021 2020
—E—F “EIEF
RMB’000 RMB’000
AR¥F T AREFIT
(Unaudited) (Unaudited)
(REEEZ) (REEE1Z)
Interest on bank loans IRITERBHFE 21,900 21,439
Interest on lease liabilities HEaBnFE 234 251
Total interest expense on financial liabilities — RIZAABETABED
not at fair value through profit or loss EREEERNF SRS 48%E 22,134 21,690
Less: interest capitalised BB E (2,706) (10,209)
19,428 11,481
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Notes to Interim Condensed Consolidated Financial Statements

PHARS B & M 5 ek R B 5E

For the six months ended 30 June 2021

6.

PROFIT BEFORE TAX

The Group’s profit before tax is arrived at after charging/

(crediting):

Cost of inventories sold
Depreciation
Depreciation of right-of-use asset
Amortisation of intangible assets
Research and development
(“R&D”) expenses
Auditors” remuneration
Employee benefit expense
(including directors’ and chief
executive’s remuneration):
Wages, salaries and other benefits
Pension scheme contributions
Reversal of equity-settled share
award expense

Foreign exchange gains, net
Fair value gain on derivative
financial instruments
— transactions not qualifying as hedges
Write-down of inventories to
net realisable value
Provision for impairment of
trade and notes receivables
Finance costs
Bank interest income

2021 Interim Report — & — —F R HRE

BE_E_—FAXFA=1HILAEA

6. PFREIATmA
FEEBRAEN IR GEA) THIE

HERF/H

HEFEMRA

e

EREEETE

B A ERH
MF R e (TR 38 ) RS2

2 Gl e
EBEGEHNHS (BREEK
REITHRABHM)

ITE#eEMEBEF]

RIRE T8I
Miem S E R ERA< &M

SNETS w3 EE
TEEMIAZAAEEST

— T EERIFHTNRZS
WoRF S =] 2IRFE

BB SRR KB RRERERRE

AR
RTTH B WA

For the six months
ended 30 June
HENA=1THLNER

2021 2020
—EF—%F “ETE

RMB’000 RMB’000
ARETT ARET T
(Unaudited) (Unaudited)
(REEER) (R#E3:1%)
652,824 368,119
38,308 33,775
2,341 2,019

272 273

7,099 8,271

1,025 975
62,966 69,962
3,479 3,865
- (4,295)

66,445 69,532
(1,295) (5,399)
431) -

716 3,054

1,783 786
19,428 11,481
(180) (328)
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B HA RS PR S 1 B 75 R R M 5

For the six months ended 30 June 2021 #Z —F ——#F XA =+HIE1EH

INCOME TAX

Major components of the Group’s income tax expense/(credit)

for the period are as follows:

FRig#
AEBRBARNNERES (R T2
EHBWT :

For the six months
ended 30 June
HENA=1THLNER

2021 2020
—_E—F “ETF
RMB’000 RMB’000
AR®FT ARETT
(Unaudited) (Unaudited)

(REEZ) (RIEEZ)

Current charge for the period BIHAHAM =z 1,414 2,052
Deferred ST 4,284 (2,388)
Total tax charge/(credit) for the period HANIRIEZ W (%) 4858 5,698 (336)

(ii)

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 current income tax of Mainland
China has been based on a statutory rate of 25% of the
assessable profits of the Group for the year, Zhejiang
Jinda Flax Co., Ltd. (“Zhejiang Jinda”), one indirectly
wholly-owned subsidiary of the Group. Zhejiang Jinda
obtained the High-new Technology Certificate for the
years from 2019 to 2022 and was entitled to a tax rate of
15%.

i) REFASHERABREULESHA
RER AEBBARMASESN
RBERRBESERMER-

(i) REEBBIN_ZZTNEFE—HF—
BEMBI(PREIEEFRERZE) » PE
REMHFRERNEBEFEERBEEARSE
B ERMRIERIZ25%EER K 5T
B lErEEN—EEREENER
AHIEEDMABERAR (NI
Z) BRI HNIEEZERENR TN
FECTT_FRAFENSHK
fMTs85E » AIZA15%I K
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INCOME TAX (continued)

(iii) Hong Kong profits tax has been provided at the rate
of 8.25% on the estimated assessable profits arising in
Hong Kong up to HK$2 million. The assessable profits
over HK$2 million are subject to a tax rate of 16.5%.

(iv)  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%.

DIVIDEND

The board has resolved not to declare any interim dividend
in respect of the six months ended 30 June 2021 (six months
ended 30 June 2020: 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 616,447,250 (six months ended 30 June
2020: 612,692,000) 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.

2021 Interim Report — & — —F R HRE

Notes to Interim Condensed Consolidated Financial Statements

PHARS B & M 5 ek R B 5E

For the six months ended 30 June 2021 #Z -~ T - —F,xH =+ HiE 15

i8R @

iy BENESRENEBEENERZ2H
BB T T BRI AT LL8.25%H %
TR - BA2A BB THERR
A B 6.5%MIFR K75 o

(iv) REBEEAFRKZER FEERR
28.82% I R BFMFTISH ) B EIER
24% M EFEHN B AT EEREIR KR
124 .82% M XA BENE AT MEFIF
A o

e

EZERRATERBEE_T EE/\E
=+THLENEANEATHERS &E
TEFERBZ=THLEANER 8 -

BAREERESFEAELER
BEARKRBERT

SREABRFSHEIRESATZER
BEFEARBRGHRNEMN RBRESHA
BT EERMETIEE616,447,2500%
BEEZZ-ZFFA=+THIAER :
612,692,0008%) 5t& °

SRBTRNESHRDNREIADEBERE

mRF A ABEREHRENFE - SHERF
EANZEERMETSHTHRSHARNESR
TEERHE EABEESREABNFER
EHERE) > URBRREHEGTETEBRK
RAETEIRRASSERREEZETH
@R TR -
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For the six months ended 30 June 2021 #Z —F _——#F A=+ HIE1ES

BASIC AND DILUTED EARNINGS PER SHARE 9.
ATTRIBUTABLE TO ORDINARY EQUITY

BERKRBERT @

HOLDERS OF THE PARENT (continued)

The calculations of basic and diluted earnings per share are

based on:

Earnings

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

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:
Share award plan
Share options

BABEERESFAEARGLER

BREFRBERNNFESNNT !

For the six months
ended 30 June
BEANA=1THIEAEAR

2021
—F—F
RMB’000
ARBTT
(Unaudited)
(CREER)

el
BEstEERELSBFNT A E
TR R A AR
14,280

2020

RMB’000
AR
(Unaudited)

CRIRE %)

10,093

Number of shares

i dik 54 =]
2021 2020
B “ETEF
000 000
Fh% Fh&
B&15
BT ESREARRFINEAN
BT ERNEFHH
616,447 612,692
BEyE - ZERINETEH
F&AD 8Z B 5T 2 - 16,956
616,447 629,648
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At31 December 2020 and at
1 January 2021:
Cost
Accumulated depreciation

Net carrying amount

At 1 January 2021, net of
accumulated depreciation

Additions

Depreciation provided
during the period

Transfers

Disposals

Exchange realignment

At 30 June 2021, net of
accumulated depreciation

At 30 June 2021:
Cost
Accumulated depreciation

Net carrying amount

RIEZ2E+-A=1—H

RRZ2-—45-F—H:
B
ZEHNE

REPE

R-F_—%-A-B
MBR5HE

ME

HimirERt

k2
HE
ERBE

RIZ-—ExB=1H>
NERNE
RZE_—FExB=1H:
B
[EHNE

SREFH

10. PROPERTY, PLANT AND EQUIPMENT

BE_E_—FAXFA=1HILAEA

10. )% M E KRR

Notes to Interim Condensed Consolidated Financial Statements

PHARS B & M 5 ek R B 5E

For the six months ended 30 June 2021

Plant and Office Motor Leasehold  Construction
buildings ~ Machinery  equipment vehicles improvements in progress Total
B RiEF HE  BAERE RE HEMEEE  ARIR o3t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBETR  ARETR AR%Tn ARETR ARETT ARETR ARET:
431,088 711,207 120,631 10,367 22,373 390,366 1,686,032
(145,467) (412,085) (55,528) (8,113) (14,300) - (635,493)
285,621 299,122 65,103 2,254 8,073 390,366 1,050,539
285,621 299,122 65,103 2,254 8,073 390,366 1,050,539
3,367 7,408 1,343 912 1,774 39,097 53,901
(11,024) (20,109 (4,961) (296) (1,621) - (38,011)
209,153 122,466 = = 2,024 (333,643) =
- (562) - - - - (582)
= ) M = = - “)
487,117 408,302 61,484 2,870 10,250 95,820 1,065,843
643,608 832,811 121,967 11,279 26,170 95,820 1,731,655
(156,491) (424,509) (60,483) (8,409) (15,920) - (665,812)
487,117 408,302 61,484 2,870 10,250 95,820 1,065,843
MRS KRB - —FR A=+

As at 30 June 2021, the Group’s property, plant and equipment
with a net carrying amount of approximately RMB240,872,000
(31 December 2020: RMB252,403,000) were pledged to
secure bank loans granted to the Group as set out in note 15(i).
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B> AEEREFENARE240,872,000
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252,403,00070) W - BERFZEE TFE
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11.

12.

Notes to Interim Condensed Consolidated Financial Statements
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For the six months ended 30 June 2021 #Z —F ——#F XA =+HIE1EH

OTHER INTANGIBLE ASSETS 11. HthELEE
Certified
emission rights
SO HERRAE
RMB’000
ARET T
At 1 January 2021, net of accumulated amortisation A _E_—F—H—H R R 4,158
Additions NE 409
Amortisation provided during the period HA PR 8 B 12 (272)
At 30 June 2021, net of accumulated amortisation R-E_—F,B=+H{IMEt#HE 4,295
At 30 June 2021: N2 —FA=1H:
Cost D% 10,262
Accumulated amortisation Rt (5,967)
Net carrying amount BRMEFEE 4,295
INVENTORIES 12. 78
30 June 31 December
2021 2020
—E—F —ETFF
ANA=+H +-HA=+—H
RMB’000 RMB’000
AR®TT ARETFIT
(Unaudited) (Audited)
(REEEIZ) (B 5E12)
Raw materials E A 348,334 346,190
Work in progress FH®m 44,526 54,503
Finished goods BLRL ah 326,008 393,132
718,868 793,825
As at 30 June 2021, inventories with a carrying amount of MM EE15G) & N _E - —F A=+
RMB40,000,000 (31 December 2020: RMB40,000,000) were H RmE% A A R40,000,0007T (Z=
pledged to secure bank loans granted to the Group as set out in “EF+"B=+—H : AR"40,000,000
note 15(i). 7'5) NEEETER (FAXERERIBT
BERBER-
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For the six months ended 30 June 2021 #Z -~ T - —F,xH =+ HiE 15
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13. TRADE AND NOTES RECEIVABLES

Trade receivables FEUN & 5 BR =X
Notes receivable e
Impairment BB

Customers are normally granted credit terms ranging from
30 days to 150 days depending on the creditworthiness of
the individual customers. The Group seeks to maintain strict
control over its outstanding receivables and has a credit control
department to minimise credit risk. Overdue balances are
reviewed regularly by senior management. Trade receivables
are non-interest-bearing.

The Group's notes receivables were all aged within six months
and were neither past due nor impaired.
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3. BWEZRAREBWERE

30 June 31 December
2021 2020
—E—fF TETEF
ANA=+H +-A=+—H
RMB’000 RMB’000
ARBTFT ARETT
(Unaudited) (Audited)
(R EZ) (B 5E12)
327,797 232,847
64,711 145,399
3,942) (2,410)
388,566 375,836

ER—RERTEEHIOREISOR RYF
BREFNEEME AEBOKRFEER
MEIEGI R EIREERE TRAEEE
HIEUR EEERRBRERE - SREEE
EHBERBER - BN E 5 R At
Be

FEENBREERREHODEARR I
BARTERE-



13.

14.

Notes to Interim Condensed Consolidated Financial Statements

B HA RS PR S 1 B 75 R R M 5

For the six months ended 30 June 2021 #Z —F _——#F A=+ HIE1ES

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 1 month —@AA

1 to 2 months —@ B EmE A

2 to 3 months miE B = =18 8

Over 3 months =EAMUE

TRADE AND NOTES PAYABLES 14.

An aged analysis of the trade and notes payables as at 30 June
2021, based on the payment due date, is as follows:

Due within T month or on demand
Due after T month but within 3 months

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.

—1(E R REEAS N 2R EFEE
—EAUBRE=@ES NI

FEY B 5 BRI B FENZE 1 @)
REREHRR » B H o 88w IR B Y
REBEMWEIWE ZERERES DT ©

30 June 31 December
2021 2020
—E—F “ETFE
AA=+H +ZA=+—H
RMB’000 RMB’000
AREFT ARETT
(Unaudited) (Audited)
(REEEXR) (28 1Z)
242,264 127,831
3,513 40,951
55,873 25,872
22,205 35,783
323,855 230,437

P B 5 R AR B FE (9 TR 4R
AZECZ—EXA=+H BARESEE
DI FE (S B 57 IR A3 T IRIRES D AR
m

30 June 31 December
2021 2020
—_E—% —ETE
ANA=+H +ZA=+—H
RMB’000 RMB’000
ARETT ARETIT
(Unaudited) (Audited)
(REEEXR) (28 1Z)
66,183 56,991
168,966 141,872
235,149 198,863

GG AEERRTS R -REREH
R BB BEN E SRR E
NRBERRETREAE QN ABERSE
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PHARS B & M 5 ek R B 5E

For the six months ended 30 June 2021

HE-®=—

NA =1 HIENES

15. INTEREST-BEARING BANK AND OTHER 15. st ERITKREMBEE

BORROWINGS

30 June 31 December
2021 2020
g5 “EBT°E
ANA=+H +-B=+—H
RMB’000 RMB’000
AR%T T ARETF T
Notes (Unaudited) (Audited)
Hat (REEEZ) (2= 1%)

Current ENHA

Secured bank loans BIEFIRITER (i) 383,184 401,682

Unsecured bank loans EIKFIRITER 489,936 488,832

Other loans — unsecured HihE & — g 5,951 69,900

Lease liability HEaE 1,770 1,985

Subtotal /NET 880,841 962,399

Non-current JEENHEA

Other loans — unsecured Hh &7 — e 44,000 44,000

Lease liability HEaE 8,067 9,204

Subtotal /INET 52,067 53,204

Total st 932,908 1,015,603

Notes: FEsE -

(i) As at 30 June 2021, the current interest-bearing bank loans with (i) RIE_—FNB=+H IREERES
a carrying amount of RMB383,184,000 were secured by certain ANE%383,184,0007c VBN At BIR1TE
property, plant and equipment, prepaid land lease payments, A BRE 22 0 Bl 4 A R #5240,872,000
and inventories with carrying amounts of approximately T (CEIZF+ZHA=+—8 ' AR
RMB240,872,000 (31 December 2020: RMB252,403,000), 252,403,0007T) ~ {9 AR ¥55,403,0007T
approximately RMB55,403,000 (31 December 2020: (Z2Z2HF+-HB=+—H8 ' ARK
RMB56,029,000), approximately RMB40,000,000 (31 56,029,0007T) K4 A K #40,000,0007T
December 2020: RMB40,000,000), respectively. —ETZFE+"_HA=+—H: AR

40,000,0007T) BYE T3 BB R s ~
A LA ERIE RS (EIRF

(i) The bank borrowings bear interest at rates ranging from 1.67% (iiy BTEERENZF.67%E5.00% (ZF
to 5.00% per annum (31 December 2020: 1.57% to 5.00% per “EFE+ZA=+—8  FHEI57%E
annum). 5.00%) st B o

The carrying amount of the current interest-bearing bank loans R AEHARNEIER > A BRI EA 5T B3R 1T

of the Group approximates to their fair value due to their short- EXNRASEEE RN EERSG

term maturity.
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For the six months ended 30 June 2021 #Z —F _——#F A=+ HIE1ES

INTEREST-BEARING BANK AND OTHER 15. s RRITREMERE @
BORROWINGS (continued)

The fair values of the non-current interest-bearing bank JERNHAGt BRTREN A ABERBAN
borrowings have been calculated by discounting the expected BEREHBUER - EERR KRR EGRFEHN T
future cash flows using rates currently available for instruments BENRTHNXRFRBHRRRESRES
with similar terms, credit risk and remaining maturities. The B-REBE_—FRA=1TH x&EEEXS
Group’s own non-performance risk for interest-bearing bank Het BIRITEENTEA R BT E AL
borrowings as at 30 June 2021 was assessed to be insignificant. REKR - ZEEER T AEEAIEENEA
Management has assessed that the carrying amount of the non- SFRIBITERANIIEFHRGE  wHE
current interest-bearing bank loans of the Group approximates REEHEAEARABEES-

to the fair value due to their floating interest rate.

SHARE CAPITAL 16. f&Z
Authorised: ERE
30 June 2021 31 December 2020
—BZ-H,"B=1H “EIEFTA=F—H
Number Amount Number Amount
of shares HK$’000 of shares HK$’000
b L] oo
K& B FHET R #E TET
(Unaudited) (Unaudited) (Audited) (Audited)
(RIEE) (REE) (=& Z) (2= 1%)

Ordinary shares of HK$0.01 each & f%0.0178 7t & @& 3,000,000,000 30,000  3,000,000,000 30,000

Issued and fully paid: BRITRHRE :
30 June 2021 31 December 2020
ZEC-FRA=+H “E-EE+-A=1—H
Amount Amount
&8 £

Number Number
of shares HK$'000 RMB’000 of shares HK$'000 RMB’000
equivalent equivalent
EE! TExT ARETR RnEE TET ARETR
E3] &
(Unaudited) (Unaudited) (Audited) (Audited)
(REEK)  (REER) (&21) (B=1%)

At the beginning and NGEEIDSEEES
the end 629,678,000 6,297 6,329 629,678,000 6,297 6,329
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Notes to Interim Condensed Consolidated Financial Statements

PHARS B & M 5 ek R B 5E

For the six months ended 30 June 2021 #Z -~ T - —F,xH =+ HiE 15

17. TREASURY SHARES

17. EEFRG

30 June 2021 31 December 2020
ZEC-FRA=tH “EZSFTZR=1-H
Amount Amount
Ef ] g ]
Number Number
of shares HK$'000 RMB’000 of shares HK$'000 RMB'000
equivalent equivalent
b TET ARETR R #E TEr AREBTR
E3] %
(Unaudited)  (Unaudited) (Audited) (Audited)
(REEWK)  (REER) (&=1) (&2
At the beginning RERA 13,230,750 14,632 13,305 18,390,000 21,006 18,493
Vested shares transferred B EZZERFER(D - - - (5159,250) (6,374) (5,188)
At the end R EEN 13,230,750 14,632 13,305 13,230,750 14,632 13,305

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 Trustee purchased 19,400,000 shares
of the Company at a total consideration of approximately
RMB19,508,000 and 19,370,000 shares were granted to award
holders. In the six months ended 30 June 2021,no vested
shares were transferred to award holders.
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Notes to Interim Condensed Consolidated Financial Statements

B HA RS PR S 1 B 75 R R M 5

For the six months ended 30 June 2021 #Z —F ——#F XA =+HIE1EH

FINANCIAL INSTRUMENTS BY CATEGORY
The carrying amounts of each of the categories of financial
instruments as at the end of the reporting period are as follows:

Financial assets

18. BERHSTENETRTA
RIREMF SENSMTANKESHE

e
ERMEE
Financial
assets
Financial assets at fair value
at amortised through profit
cost or loss Total

B BanEE
B3 ik st ABRZAY

NEMEE TREE st
RMB’000 RMB’000 RMB’000
ARBTT ARETT ARKETT
(Unaudited) (Unaudited) (Unaudited)
(REEHER) (REFEZ) (KRB
As at 30 June 2021 R_B_—FA=+H
Trade and notes receivables FEWE Z R R EWEZE 388,566 = 388,566
Financial assets included in deposits 5 A5 K E M EURIER
and other receivables THREBEE 37,344 = 37,344
Derivative financial instruments EEmMIA = 431 431
Pledged deposits BIRER 63,477 = 63,477
Cash and cash equivalents RERIREEEY 128,733 - 128,733
618,120 431 618,551
Financial
assets at
amortised
cost
255 R
NEMEE
RMB’000
ARBTFT
(Audited)
(BEZ)
As at 31 December 2020 N_EEF+"/A=+—H
Trade and notes receivables FE IS B 55 BR 77 B FE W 2 45 375,836
Financial assets included in SPARE REMBERRIBNE/MEE
deposits and other receivables 33,705
Pledged deposits BIERER 32,889
Cash and cash equivalents ReEKRREEFBY 166,761
609,191
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Notes to Interim Condensed Consolidated Financial Statements

AR B & OF R B B AR MY aE

For the six months ended 30 June 2021 &% — & —

18.

FINANCIAL INSTRUMENTS BY CATEGORY

(continued)

The carrying amounts of each of the categories of financial

—FEANB=FHIEAEA

18. ZERDENERTE @

instruments as at the end of the reporting period are as follows: LI S C )

(continued)

As at 30 June 2021

Interest-bearing bank and other borrowings
Financial liabilities included in other payables
Dividend payable

Trade and notes payables

As at 31 December 2020

Interest-bearing bank and other borrowings
Financial liabilities included in other payables
Dividend payable

Trade and notes payables

2021 Interim Report — & — —F R HRE

R E—-—®&BA=+H
STRIBITREMES
STAHMEMRIENEMEE
FEATAR B

AT 8 2 IR FE (0 R &

KB BELA=+—H
St BIRTR A M E

Bt BB AT RE R SR A
RIS

P B 53 R R P A R

REREHR SBHERTENRE T

Financial
liabilities at
amortised
cost

P 2S5 Bk
HEmeE
RMB’000
AREFT
(Unaudited)
(RREZ)

932,908
117,733

185
235,149

1,285,975

Financial
liabilities at
amortised
cost

PRI A A
FEREY
THBE
RMB’000
ARETT
(Audited)
(&%)

1,015,603
117,021
188
198,863

1,331,675



19.

Notes to Interim Condensed Consolidated Financial Statements

B HA RS PR S 1 B 75 R R M 5

For the six months ended 30 June 2021 #Z —F _——#F A=+ HIE1ES

FAIR VALUE AND FAIR VALUE HIERARCHY OF 19. TMITANAABERIABES
FINANCIAL INSTRUMENTS e
Set out below is a comparison of the carrying amounts and fair TXE#HIN B —FA=+HEmML
values of financial instruments as at 30 June 2021: BRETERAABENLR
Carrying amounts Fair values
REEH RAEBE
2021 2020 2021 2020
—EB_-F “BBF —Z--F “BEF
RMB’000 RMB’000 RMB’000 RMB’000
AEBFR AREFT AEBF ARETT
(Unaudited) (Audited) (Unaudited) (Audited)
(REER) (EEZ) (REER) (&ER)
Financial assets THEE
Derivative financial TETMIA
instruments 431 - 431 -
Management has assessed that the fair values of cash and REBENTG RHERREEB/BY - BK
cash equivalents, trade and notes receivables, financial assets BoRAKREBEWER FABNZT - HE K&
included in prepayments, deposits and other receivables, HMERRIENE/MEE S FER B
pledged deposits, current interest-bearing bank and other Hst BIRITREMMEE BN EZBRAK
borrowings, trade and notes payables, dividend payable, FEM iR B S~ st A B ML RRIE K
financial liabilities included in other payables and accruals THIREANEmMBEN AN EBEEHKR
approximate to their carrying amounts largely due to the short AL TEARZETAREHRRE
term maturities of these instruments. The carrying amount of the HAPREY - A EE B RV IF BN A 5T B IR 1T R EAth
non-current interest-bearing bank and other borrowings of the BERRZEIEFFRFR  HERBE T
Group approximates to their fair value because the loans have BEHEARBEREE-

a floating interest rate.
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Notes to Interim Condensed Consolidated Financial Statements

PHARS B & M 5 ek R B 5E

For the six months ended 30 June 2021

19.

BE_E _—FNNA=THIENEA

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 the end of the period, 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.
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Notes to Interim Condensed Consolidated Financial Statements

B HA RS PR S 1 B 75 R R M 5

For the six months ended 30 June 2021 #Z —F _——#F A=+ HIE1ES

FAIR VALUE AND FAIR VALUE HIERARCHY OF 19. SHTANAABERIABESE
FINANCIAL INSTRUMENTS (continued) ARIRAE @)

Fair value hierarchy RABESFTREE

The following tables illustrate the fair value measurement TRETAERSHMTIAENANEESR
hierarchy of the Group’s financial instruments: LIRIRIE -

Assets measured at fair value: BANBESENEE !

Fair value measurement using

RAUTEREETHNANEBEE

Quoted
prices in Significant Significant
active observable unobservable
markets inputs inputs
30 June 2021 Level 1 Level 2 Level 3
RiERHIZN EAOER EAFIER
=% RE BAE AR
~E=1H F—E BB BB
RMB’000 RMB’000 RMB’000 RMB’000
ARET T ARETTT ARBTTT AR®T T
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RIRE1Z) (RE&E1Z) (REEE1Z) (REZE1Z)
Financial assets at BRARBESABRN
fair value through TREE-INEERH
profit or loss - foreign AR KA FEHEH
exchange forward
contracts and interest
rate SWAP contracts 431 - 431 -
During the six months ended 30 June 2021, there were no REBE_ZSZ_—F~B=1+HIENER"
transfers between Level 1 and Level 2 fair value measurements, NABEFEESTEBAFEEZBEHE
and no transfers into and out of Level 3 fair value HWE S NNEAABEFEBEAET=ENE
measurements (2020: Nil). BFoEEH (CE_ZFE H) o
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Notes to Interim Condensed Consolidated Financial Statements

PHARS B & M 5 ek R B 5E

BE_E_—FAXFA=1HILAEA

20. COMMITMENTS
The Group had the following capital commitments at the end of
the reporting period:

Contracted, but not provided for:
Plant and machinery

BEETHERER
B £= Fe 4 25

21. RELATED PARTY TRANSACTIONS
(@ Transactions with companies controlled by one of
the Company’s directors

(i)

(ii)

During the six months ended 30 June 2021, the
Group leased offices and manufacturing facilities
located in Mainland China from Zhejiang Kingdom
Creative Co., Ltd. (“Kingdom Creative”) and
incurred operating lease charges of RMB333,000
(six months ended 30 June 2020: RMB250,000).
Mr. Ren Weiming has a controlling equity interest
in Kingdom Creative. Rental and other terms for
these lease arrangements were negotiated between
the parties on arm’s length basis with reference to
the then prevailing market rates.

During the six months ended 30 June 2021, the
Group purchased electricity from Zhejiang Yuyuan
Solar Co., Ltd. with an amount of RMB1,053,000
(six months ended 30 June 2020: RMB1,067,000).
Mr. Ren Weiming has a controlling equity interest
in this company. The price of electricity was made
with a discount rate of approximately 3.5% to the
market prices.
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20. FKIE

REBEHR AEBEARFIENT

21. FAEAR

30 June 31 December
2021 2020
—_E—F “ET%H
ANA=+H +=B=+—H
RMB’000 RMB’000
AREFT ARETT
(Unaudited) (Audited)
(REEXR) (28 1%)
97,635 100,889

2

@ HERXAT-—HEFEFNAR
ETHRZ

(i)

(ii)

RBEE_Z_—F A=+
BIEAEAR "EBENILE
ZAEXRBBRLAE (T&EZE
Bl MAZEMRFEK
BERMAERESEME  FTE
EHKREREERAARK
333,000t (BEZZE T HF
ANBZTHIEAER AR
250,0007T) o {L4ERRCEHER
SEAENERER ZEE
Bz e R EMERTLH
EH2EERFRTNHEAF
7

REBEE_ZE_—FB=+
BIEREAR  mEBEUARE
1,053,000t (BEZZS-ZF
ANA=ZFTHIEARER AR
1,067,0007T) B AL 2RI
BERATIBE (B EE
BZABNEZERER EER
M EHTEA3.5%°



Notes to Interim Condensed Consolidated Financial Statements

B HA RS PR S 1 B 75 R R M 5

21.
(@

For the six months ended 30 June 2021

RELATED PARTY TRANSACTIONS (continued)
Transactions with companies controlled by one of

the Company’s directors (continued)

(iii)

(iv)

During the six months ended 30 June 2021, the
Group purchased chemicals and additives from
Zhejiang Jinxiu Jiangnan Silk Co. Ltd. with an
amount of RMB1,474,000 (six months ended 30
June 2020: RMB2,082,000).
has a controlling equity interest in this company.

Mr. Ren Weiming

The raw material purchase was made according
to published prices and conditions offered by the
supplier to its major customers.

During the six months ended 30 June 2021, the
Group sold finished goods to Zhejiang Jinxiu
Jiangnan Silk Co., Ltd. with an amount of Nil (six
months ended 30 June 2020: RMB75,000). Mr.
Ren Weiming has a controlling equity interest
in this company. The sales of finished goods
were made according to published prices and
conditions offered to the Group’s major customers.

During the six months ended 30 June 2021, the
Group leased cars from and leased an office to
Interconnect Financial Leasing (Shanghai) Co.,
Ltd, which incurred lease charges of RMB191,000
(six months ended 30 June 2020: RMB196,000)
and generated lease income of RMB171,000 (six
months ended 30 June 2020: RMB289,000). Mr.
Ren Weiming has a controlling equity interest in
Interconnect Financial Leasing (Shanghai) Co.,
Ltd.’s parent company, Kingdom Creative. Rental
and other terms for these lease arrangements were
negotiated between the parties on arm’s length
basis with reference to the then prevailing market
rates.

BE_E - —FNA=F+HILNBEA

21. FAEARARSG @
(@ HBAKXAFT—REFEHNAE
EITHORS @
iy NBEE_ZE_—%F/B=+H

(iv)
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Notes to Interim Condensed Consolidated Financial Statements

PHARS B & M 5 ek R B 5E

For the six months ended 30 June 2021 #Z -~ T - —F,xH =+ HiE 15

21. RELATED PARTY TRANSACTIONS (continued)
(b) Compensation of key management personnel of

the Group

Short-term employee benefits AR EEA]
Post-employment benefits BERE B2 A
Share award plan f% 1 22 Eh 5t &

22. APPROVAL OF THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS
The unaudited interim condensed consolidated financial
statements were approved and authorised for issue by the
board of directors on 20 August 2021.
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21.

22.

(b)

FAEHF RS @

FEETEEERASHHEE

For the six months
ended 30 June
HEANA=1HLAKER

2021 2020
—_E—F “EIFF
RMB’000 RMB’000
AR®FT ARETT
(Unaudited) (Unaudited)
(REER) (RI&EZ)
1,870 2,465

182 76

- 101

2,052 2,642

HIEFEARG A S HM TSR R

EFgER T —F/\AZ+H#HtER
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Hpik: HETRSE R RE
Add: Henggang Town, Haiyan County, Zhejiang Province, China
E-mail: ir@kingdom-china.com ——

www.kingdom-china.com
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