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BOARD OF DIRECTORS

Executive Directors:

Mr. Ren Weiming (Chairman)

Mr. Shen Yueming

Mr. Zhang Hongwen

Ms. Shen Hong (appointed on 18 March 2016 and
appointment became effective on 22 March 2016)

Non-executive Director:
Mr. Ngan Kam Wai Albert

Independent Non-executive Directors:
Mr. Lau Ying Kit
Mr. Lo Kwong Shun Wilson
Mr. Yan Jianmiao
(appointed and became effective on 30 May 2016)
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Mr. Yan Jianmiao
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Mr. Zhang Hongwen

Mr. Lo Kwong Shun Wilson
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Mr. Lo Kwong Shun Wilson (Chairman)
Mr. Shen Yueming
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COMPANY SECRETARY
Mr. Chan Yan Kwan Andy

LEGAL ADVISERS TO THE COMPANY
Sidley Austin

AUDITORS
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Mr. Ren Weiming
Mr. Chan Yan Kwan Andy
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REGISTERED OFFICE
Cricket Square

Hutchins Drive

P.O. Box 2681 GT

Grand Cayman KY1-1111
Cayman Islands

HEADQUARTER IN CHINA
Henggang Town

Haiyan County

Zhejiang Province

China

PRINCIPAL PLACE OF BUSINESS IN HONG KONG
Level 54

Hopewell Centre

183 Queen’s Road East

Hong Kong

PRINCIPAL SHARE REGISTRAR AND TRANSFER
OFFICE

Royal Bank of Canada Trust Company (Cayman) Limited
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Grand Cayman KY-1110

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Tricor Investor Services Limited

Level 22, Hopewell Centre

183 Queen’s Road East

Hong Kong

PRINCIPAL BANKERS
Bank of China, Rugao Branch
Bank of China, Haiyan Branch

STOCK CODE
528

COMPANY WEBSITE

http://www.kingdom-china.com

INVESTOR RELATIONS CONTACT
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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 2016.

J Revenue decreased by approximately 20.3% to approximately
RMB358,534,000 for the six months ended 30 June 2016
from approximately RMB449,619,000 for the six months
ended 30 June 2015.

J Gross profit margin decreased by approximately 5.9
percentage points to approximately 21.1% for the six months
ended 30 June 2016 from approximately 27.0% for the six
months ended 30 June 2015 due to strategic reduction of
selling price of linen yarn.

J Profit for the period dropped by approximately 33.0% to
approximately RMB41,519,000 for the six months ended 30
June 2016 from approximately RMB62,010,000 for the six
months ended 30 June 2015.

J Profit attributable to the owners of the parent decreased by
approximately 39.1% to approximately RMB37,751,000
for the six months ended 30 June 2016 from approximately
RMB62,010,000 for the six months ended 30 June 2015.

J Basic earnings per share were approximately RMB0.06 for the

six months ended 30 June 2016 and approximately RMBO0.10
for the six months ended 30 June 2015.
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Management Discussion and Analysis

BUSINESS REVIEW

The global economy for the six months ended 30 June 2016 (the
“Review Period”) remained weak. China has been experiencing
structural transformation and excessive production capacity in many
industries. Europe faced various terrorist attacks and continuous
influx of refugees caused by civil wars in Syria and Iraq. The refugee
problem is believed to have an impact on the referendum results in
Britain to leave from the European Union (“Brexit”) in June 2016.
On the other hand, subdued economic growth might give rise to the
adoption of more aggressive monetary easing policies by Central
banks around the world, leading to a prolonged low interest rate
environment to help the economic recovery in developed and
developing countries. As the Group is principally engaged in the
manufacturing of linen yarn and selling linen yarn products to over
20 countries and regions around the world, its business performance
was affected by the sluggish global economy.

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 4.2% on a year-on-year
basis during the Review Period. The pure linen yarn export, however,
was contracted by approximately 20.4% year over year during the
Review Period. The relatively soft demand for linen yarn during the
Review Period was mainly attributable to the higher linen yarn prices
compared to that of the cotton yarn, which has been declining for the
past few years and continued to stand at a low level. Generally, the
unit price of linen yarn is higher than that of cotton yarn on the same
technical specification. In the trough of the economic cycle, the low
level of cotton yarn price may lower the demand for pure linen yarn
from fashion brands and garment manufacturers, in favour of cotton
or cotton/linen blended yarn to make products more appealing to
cost conscious consumers. Despite this, the Group continued to lead
the market and accounted for approximately 34.0% of the total pure
linen yarn export from China during the Review Period.

During the Review Period, the revenue of the Group decreased by
approximately 20.3% on a year-on-year basis to RMB358,534,000.
The decrease in revenue was mainly attributable to the weak demand
from China and other overseas markets, and the strategic price
reduction of the linen yarn products of the Group from April onwards.
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Management Discussion and Analysis

BEEREFNWRE DN

Major Markets and Customers

By implementing an international sales strategy, the Group has a sales
network covering over 20 countries and regions around the world.
During the Review Period, due to weak demands discussed above,
the domestic sales, which contributed approximately 30.0% of the
Group's total revenue, recorded a decrease of approximately 27.6%
as compared with the same period of last year, while the overseas
sales, which contributed approximately 70.0% of the Group’s total
revenue, recorded a decline of approximately 16.7% on a year-on-
year basis. In particular, total sales to non-European Union countries
accounted for approximately 34.2% of the Group’s total revenue
during the Review Period. 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 a stronger bargaining power when
dealing with suppliers. During the Review Period, the costs of
fibre flax grew steadily and the Group procured approximately
10,972 tonnes of raw materials abroad, representing a year-on-year
decrease of approximately 5%. The average procurement unit price
was approximately RMB20,740 per tonne, representing an yearly
increase of approximately 5%. The volume in overseas procurement
of raw materials was relatively stable mainly because 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 secure a steady volume of production.
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Management Discussion and Analysis

Production Capacity

As at 30 June 2016, the Group had three productions bases. The
production bases in (1) Haiyan County, Zhejiang Province (1st Phase
of the Haiyan Plant); (2) Rugao in Jiangsu Province; and (3) Haiyan
County, Zhejiang Province (2nd Phase of the Haiyan Plant) has
an annual production capacity of 7,000 tonnes, 6,000 tonnes and
5,000 tonnes, respectively, resulting in the Group’s aggregate annual
production capacity reaching 18,000 tonnes. 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 to achieve higher satisfaction at the
same time. All the above linen yarn production lines operated at close
to 100% utilisation rate during the Review Period with a total linen
yarn production of 8,164 tonnes.

During the Review Period, the Board had authorized the construction
of a flax and industrial hemp yarn manufacturing facility in
Heilongjiang with an annual production capacity of 5,000 tonnes.
The Group owns 80% of the equity interest in this new venture and
it is the Group’s maiden attempt to explore the industrial hemp yarn
market, as the Company believes industrial hemp will grow rapidly in
the next few years due to the national policy in China to promote the
planting of industrial hemp in Heilongjiang region and the use of the
industrial hemp textile products. The construction of the new factory
in Heilongjiang is expected to be completed by March 2017 and trial
production is expected to commence in the third quarter of 2017.

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. In addition, knit fabric and woven fabric
containing 51% or more by weight of flax is exempted from the
“yarn forward” requirement imposed on textile products under Trans-
Pacific Partnership (TPP), an international agreement spearheaded by
the United States, hence the adverse effect of TPP on our Group is
expected to be minimal. Given the further delay, the phase 1 of the
Ethiopia project, with an annual production capacity of 5,000 tonnes,
is expected to commence trial production in 2018.

BEERBHNWR DM

ERE

RZE—RFAAZTH AEEIZB=ZBEE
B AR ()ATTE S E G OFE—H) )T
EMETM:RONIASESZ 5B 1)  F&
8253 Bl 57,0000 + 6,000 K 5,00008F - B A4S £ F
EVEEEE R A FLERI18,000MF - AEBEAFRITE
BENGY TE-RHREHMES TERLE
Bt ATAEEINMESNmEZ RIRER - AEFRE
ELEMERE FEMEEENT K- UEHMER
i 40 4 EE AR5 54 B BE HA N 2 3 100%m B T AR 7
HEMD DA, 16410 o

REBEHA  EFSFENRIE TR —BERM&
TRARM# £ ER N FEREAS5, 0001 » NG H
BZF A B R AIHB0%AHKE < ILTHR B /AR EHE
BETEAMPTHENEREE  AAFMEE &8
B R #EB) B 5T i [ T 5 KM g8 & T2 K
B BER - TEAMA TIHH N REEE SR
BR -BREIFTBEAIR _T—tHF=Azz
FIRT YERAR -_ZE—tFFE=FHHEAE-

BB AEBIBAONEERL DHEITIRE -
TEHZERETNEEAEERE LKA 4
TRRABERAARMEMY EaEAEERT A
RIENK RE#EEEZAGOA) THERGZER A
MEREERFFEFIB % - AGOABER—
AR EFF AR R ERRREE A O s
LRIAERIENER (BIERER L) freE
MEERREES LI B (BRFEEHE
H(TPP)BEY (—EHUERAEHNBIERHE)
B E51%3K A L 30 i 89 $1 4% 70 K K2 4% 5540 FHEER
FBETFHHBEREMD [CYFRB] ERER
T EL FEHTPPRE NS H AEBERERT
F B2 o $E A S 8 /35,0008 HY 12 ZE MR L 35 1B B
ME—HTIRE—TER BREEHEEBR =
T N\FHARE-

Kingdom Holdings Limited £ Z#ZRER A7 7



7/

Management Discussion and Analysis

BEEREFNWRE DN

FINANCIAL REVIEW
Revenue

For the Review Period, the Group’s revenue decreased by
approximately 20.3% to approximately RMB358,534,000 (six months
ended 30 June 2015: RMB449,619,000). The drop of revenue was
mainly attributable to the weaken demands of linen yarn from
China and other non-European countries. To cope with the weak
demands for linen yarn caused by continuously low level of cotton
yarn prices, the Group has strategically reduced the average selling
prices of its linen yarn since April 2016, in order to boost demand
and further increase its market share in the linen yarn market. As a
result, the sales in China and non-European countries had a year-on-
year decrease of approximately 27.6% and 35.4%, respectively. The
adverse effect of declining sales in those countries was partly offset by
the yearly increase in revenue from the European Union countries by
approximately 15.2%.

The breakdown of revenue by sales regions is as follows:

Sales regions:

China =8
European Union Countries &1 B8 B
Non-European Union Countries FERR BA R
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Management Discussion and Analysis

Gross Profit and Gross Profit Margin

The Group’s gross profit for the Review Period decreased by
approximately 37.5% to approximately RMB75,718,000 (six months
ended 30 June 2015: approximately RMB121,180,000). Gross
profit margin for the Review Period reduced by 5.9 percentage
points to approximately 21.1% (six months ended 30 June 2015:
approximately 27.0%) mainly due to the strategic reduction of
average selling price of linen yarn during the Review Period and the
dropping sales volume of premium linen yarn during the Review
Period.

Other Income and Gains

Other income and gains for the Review Period mainly comprises
government grants and subsidies of approximately RMB25,050,000
(six months ended 30 June 2015: approximately RMB3,124,000);
interest income of approximately RMB1,309,000 (six months ended
30 June 2015: approximately RMB971,000) and an exchange gain of
RMB2,713,000 (six months ended 30 June 2015: net exchange loss
of approximately RMB3,345,000). There was an unrealised fair value
loss on derivative financial instruments of RMB249,000 recognized
during the Review Period (six months ended 30 June 2015: fair value
gain of RMB8,985,000). The surge in government grants and subsidies
received during the Review Period was mainly due to the incentives
for the Group’s investment in the designated area. The net exchange
gain was mainly due to Renminbi depreciation against United States
Dollars of approximately 2.4% during the Review Period.

Selling and Distribution Costs

The Group’s selling and distribution costs for the Review Period
amounted to approximately RMB16,005,000 (six months ended 30
June 2015: approximately RMB17,532,000), which accounted for
approximately 4.5% (six months ended 30 June 2015: approximately
3.9%) of the Group’s total revenue. The increase in selling costs as a
percentage of revenue during the Review Period was mainly due to
the increase in proportion of freight charge to sales as a result of the
strategic reduction of the selling price of linen yarn since April 2016.
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Management Discussion and Analysis

BEEREFNWRE DN

Administrative Expenses

The Group’s administrative expenses for the Review Period amounted
to approximately RMB28,592,000 (six months ended 30 June
2015: approximately RMB24,022,000), representing an increase of
approximately 19.0% as compared with the corresponding period
last year. The increase in the Group’s administrative expenses
was mainly due to an increase of consulting fee of approximately
RMB1,202,000 including risk management assessment and design
fee of a new factory; an increase of provision of bad debt expense
of approximately RMB1,041,000 for certain Italian customers; an
increase of personnel costs of approximately RMB343,000; and an
increase of share option expense of RMB230,000.

Other Expenses

Other expenses for the Review Period amounted to approximately
RMB582,000 which included a fair value loss on derivative financial
instrument of RMB249,000 (six months ended 30 June 2015: gain of
approximately RMB8,985,000).

Finance Costs

Net finance costs for the Review Period amounted to approximately
RMB5,925,000 (six months ended 30 June 2015: approximately
RMB5,926,000). Net finance costs represent total interest expense
on bank loans less amount capitalized attributable to capital assets.
An interest expense of approximately RMB1,380,000 was capitalized
during the Review Period (six months ended 30 June 2015:
approximately RMB1,070,000).

Share of Loss of an Associate

For the Review Period, there was no share of loss of an associate
(six months ended 30 June 2015: share of loss of approximately
RMB230,000). The investment in Huaning Flax Electronic Business
(Zhejiang) Co., Ltd. (NI ZER LT E FEHBEMRAF]) , an associate
established in China principally engaging in the sale of linen raw
material products and provision of transaction services, was disposed
of in 2015.
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Management Discussion and Analysis

Income Tax Expenses

Income tax expense for the Review Period amounted to
approximately RMB12,227,000 (six months ended 30 June 2015:
approximately RMB21,135,000). The effective tax rate for the Review
Period and the corresponding period in 2015 was 22.7% and 25.4%
respectively. The drop in the effective tax rate by approximately
2.7 percentage points was mainly attributable to the reversal of
withholding tax and a decrease of non-deductible expenses during
the Review Period.

Profit for the Review Period

As a result, the Group recorded a net profit for the Review Period
of approximately RMB41,519,000 (six months ended 30 June
2015: approximately RMB62,010,000), representing a decrease of
approximately 33.0% as compared with the corresponding period last
year.

Minority interests

The minority interests represents the share of the net profit of the
20% of equity interests of the Heilongjiang Jinda Flax and Hemp Co.,
Ltd. (“Heilongjiang Jinda”), attributable to the minority shareholders
during the Review Period (six months ended 30 June 2015: Nil)

Profit Attributable to Owners of the Parent

The Group recorded a profit attributable to owners of the parent for
the Review Period of approximately RMB37,751,000 (six months
ended 30 June 2015: RMB62,010,000), representing a decrease of
approximately 39.1% as compared with the corresponding period last
year.

Liquidity and Financial Resources

As at 30 June 2016, the Group had net current assets of
approximately RMB407,998,000 (as at 31 December 2015:
approximately RMB429,833,000). The Group financed its operations
with internally generated resources and bank loans during the Review
Period.

BEEENWR DM

Fr8BimMAx

EEBARNFERRAZL A ARK12,227,0007T
(BE—Z—RHFANAZTHILAEA HARE
21,135,00070) - BEHAR - —AFRHENE
BRI R DR 522.7%K25.4% » BT R T ¥ #92.7
BEDZ T2 2HAEEHRERLR BN LT
AR SO AT

(=] & 5 A 7t

Eit REBROEHANESANHOARE
41,519,000t (B2 —E—RHFNA=THILNE
B #) AR #62,010,0007T) @ &4 R HE D 49
33.0% °

DEBRRE S

D EIR RN DB D B R (S BT
SEMEBRAR ([BRETEE])20%MEATIE
MR (BE2—T-RF R A=tTHILAEA &)-

FRAEEARMGEER

REBHAN ANEBEHSTARER ARG EF
HAR®37,751,000T (BEZZT—HFA=1
HIE/NE A AR#62,010,0007T) 8 = F [F i
WA #939.1% ©

RBEERUBER

R-ZZE—RNENAZ+H AEENRHEEF
BH B AR407,998,000T (R—_ZE—AHF+=
B=+—H:#AR#¥429,833,0007T) - KEER
EREAANABEENERRRITERASEER
HES -

Kingdom Holdings Limited & Z & A R 2 3

11



7/

12

Management Discussion and Analysis

BEEREFNWRE DN

As at 30 June 2016, the Group had cash and cash equivalents
of approximately RMB396,374,000 (as at 31 December 2015:
approximately RMB237,214,000). The liquidity ratio of the Group
as at 30 June 2016 was approximately 151.1% (as at 31 December
2015: approximately 179.1%).

Total equity of the Group as at 30 June 2016 was approximately
RMB1,052,234,000 (as at 31 December 2015: approximately
RMB1,043,978,000). As at 30 June 2016, the Group had bank
loans repayable within 12 months from the date of the statement
of financial position of approximately RMB524,788,000 (as at
31 December 2015: approximately RMB368,033,000). The gross
debt gearing ratio (i.e. total borrowings/total equity) amounted to
approximately 49.9% (as at 31 December 2015: approximately
35.3%). The Board believes that the Group’s existing financial
resources are sufficient for the Group’s capital expenditure
requirement in the remaining period of 2016.

The Group’s cash and cash equivalents as well as borrowings are
mainly denominated in Renminbi, United States Dollars, Euros and
Hong Kong Dollars.

CAPITAL COMMITMENTS

As at 30 June 2016, 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 RMB163,344,000 (as
at 31 December 2015: approximately RMB97,230,000). There was
no capital commitment authorised but not contracted for (as at 31
December 2015: Nil).

CONTINGENT LIABILITIES

As at 30 June 2016, the Group did not have any contingent liabilities.
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Management Discussion and Analysis

CHARGE ON ASSETS

As at 30 June 2016, the interest-bearing bank loans were secured by
certain property, plant and equipment, prepaid land lease payments,
inventories and pledged deposits of the Group with carrying amounts
of approximately RMB111,012,000 (as at 31 December 2015:
approximately RMB70,282,000), approximately RMB28,075,000
(as at 31 December 2015: approximately RMB28,598,000),
approximately RMB40,000,000 (as at 31 December 2015:
approximately RMB40,000,000) and approximately RMB45,907,000
(as at 31 December 2015: approximately RMB41,511,000),
respectively.

MATERIAL INVESTMENTS

During the Review Period, the Board has approved the formation of
Heilongjiang Jinda where the Group would own 80% of the equity
interest of Heilongjiang Jinda. Heilongjiang Jinda will build a factory
in Qinggang County, Heilongjiang for the production of flax and
industrial hemp yarn.

Heilongjiang Jinda 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 to Heilongjiang Jinda at a contract price of
RMB87,800,000. Please refer to the Company’s announcement dated
13 May 2016 for details.

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

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 negligible fair value and hence no asset nor liability
was recognized as at 30 June 2016 (as at 31 December 2015: liability
of RMB2,258,000).
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REMUNERATION POLICY AND SHARE OPTION
SCHEMES

As at 30 June 2016, the Group had a total of 2,605 employees (30
June 2015: 2,671 employees). Total staff costs incurred for the Review
Period amounted to approximately RMB80,710,000 (six months
ended 30 June 2015: RMB78,946,000).

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 share option scheme adopted on 12 December 2006 (“Old
Scheme”) expired in 2016. The Group adopted a new share option
scheme (“New Scheme”) at the annual general meeting held 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. Options carrying rights to
subscribe for a maximum of 22,250,000 shares were granted in
2015 and remained outstanding under the Old Scheme as at 30 June
2016. Of which, options carrying rights to subscribe for 6,675,000
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 or
exercised under the New Scheme during the Review Period.
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Management Discussion and Analysis

OUTLOOK AND PLANS

The Brexit, together with the ongoing refugee problem in Europe and
the recurrent terrorist attacks by ISIS are expected to seriously damage
consumer confidence, especially that in Europe in the short term.

However, the trend of environment-friendliness and the use of natural
fibers has been set.

As many countries have committed to curbing climate change at
the 2015 United Nations Climate Change Conference held in Paris,
many fashion brands had also set their own targets of carbon footprint
reduction including the use of sustainable materials and zero
hazardous discharges. Linen yarn is made from all natural ingredients.
It is environment-friendly and of low carbon footprint, and resonates
with global trend of casual dressing. In light of the above, the Group
considers that linen yarn is likely to remain in relatively high demand
in the years to come.

In addition, the Group has stepped up its marketing efforts to promote
the linen textile industry and to build up its brand. The Group has
also organized and participated in various Kingdom Linen Day almost
every month during the Review Period in various countries including
Turkey, Korea, India, Japan, Italy and in China. The Company believes
that those efforts may not be rewarded in the short-term, but will
ensure its sustainable business growth in the long run.

Built on the foundation of the past 25 years of industrialization and
hundreds of millions of middle-class created by the industrialization,
the Chinese government is also promoting the domestic consumption
to lessen the reliance of export for the Chinese gross domestic
products (“GDP”). As a leading enterprise in the linen yarn
manufacturing industry, Kingdom will endeavour to boost brand
equity and consolidate its industry position by technical innovation,
expanding capacity, enhancing production efficiency as well as
speeding up the development of domestic and foreign markets.
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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 2016, 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

EERBESTRAERRSG HERGOK
BEEREANERRKR

R-T—ARERNAZ+H EFRHEENHEAR
AAE REMEE®E (ExAEEENE7T1EE
FREEE ([EHFREEHM ) EXVE) AR
AR D ([R#E]) - BEROREHS  HEER
BEFLAEENEXVHE7 RSO HBE NS AR
RINEBBAERZAAERAR ([BXAT]) D
(RIERIBEES MAEIEHE BIE SRS E FR
BIEHBNERIOAR)  SREEF R E KD
FIEERAZKHREFENELMAER =X
EREBHARIABRATBES WAL ([L
WRA ) WETTEM LB T AESHETES
R GREAESTR ([P ) BAME AR R KB
RATE IR AT -

BROBFR

Ordinary Shares of HK$ 0.01 each

BREEIETERR
Approximately
Total percentage of
Personal Corporate number of issued share
Name of Director EEfS interests interests Shares held capital (%)
(Note 1)
HERITRA
BAESR SEER FRROAH BOEIH%)
(hrit1)
Mr. Ren Weiming R % E 12,072,000 290,244,000 302,316,000 48.01
(Note 2)
(Hrit2)
Mr. Ngan Kam Wai Albert BEERE 324,000 67,000,000 67,324,000 10.69
(Note 3)
(Hrit3)
Ms. Shen Hong LB L 424,000 - 424,000 0.07
Notes: BT -
1. The Shares are registered under the names of the Directors who are the 1.  ZERMHUEAEZRENEFTNEEEL -
beneficial shareholders.
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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
50.22% and 22.33% 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 2016, no share options were granted to the Directors or
any of their associates.

Save as disclosed above, as at 30 June 2016, 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 period under review
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 2016, 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

BRRERE 4%

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

Kingdom Investment Holdings Limited
([Kingdom Investment (BVI)]) (#7£1)

BEmEAA

B

Millionfull International Co., Ltd. Beneficial owner
(“Millionfull International”) (Note 2)
Millionfull International Co., Ltd. E

(IMillionfull International 1) (#7:#2)

i

m
B

5 A A

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 2016, 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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percentage
Number of of issued
Shares share capital (%)
HERITRA
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Corporate Governance and Other lnformatlon

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 six-month
period ended 30 June 2016.

CORPORATE STRATEGY AND LONG TERM BUSINESS
MODEL

The Company strives to be one of the largest linen yarn manufacturers
in the world through its commitment to sustainable development and
technical innovation, developing proprietary intellectual property
rights, branding of products and pursuing lean management and
excellent performance to generate or preserve value over long term.

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 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 2016 (30 June 2015: Nil).

SHARE OPTION SCHEMES

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.
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tEERREMER

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.

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.

Options carrying rights to subscribe for a maximum of 22,250,000
shares were granted on 24 August 2015 (the “Date of Grant”) and
remained outstanding under the Old Scheme as at 30 June 2016 with
details as follows:

EITERIEF AT 8 R AW E AT S5 i R 7T
RIFT A B BTHAR (D B B BB LR - TSiB
BB TS AI30% o IRIE Bl Ay ER - AT
FEARIE AT 8 RAT M H A 51 21 7] =% BB I P4
MAHREFITHRGAE - & L TSEB1E62,967,800
RS (BIRFTAt BB — 2 — A ERA=T
BARQREEITRMHEEI10%) @ HEESIE STt
AERIBR AN

Fet2mEm—22EBEREERE B IENT
A+ @A BHENEEFE TN EFEBARFNR
BB BITIRAE1% °
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IR A5 & 51 B 552 B 75 4 7 AT 3388 & 22,250,000
B AR T —ARENA=Z+HREEE
MARITER BB T

Number of Shares issuable under the options

BRESROARTROEUE
Exercise Granted  Exercised Forfeited  Cancelled
price per Asat  during the  during the  during the  during the Asat  Exercise
Grantees Date of Grant share  1/1/2016 period period period period 30/06/2016  period
R® R®

Bk —B-XF —E-X%F
ARA R AH i —-A—-A HRARE HBATE Bkl BeE$ SAStTE TEH

HK$

BT
Employees of the Group 24/08/2015 2.0 7,250,000 - - - - 7,250,000  note 1

in aggregate
AEEES S5 “Z-RAFNRZTMA Kz
Supplier 24/08/2015 2.0 2,500,000 - - - - 2,500,000  note 1
HED —E-RFNAZ+HEA Mzt
Sales agents 24/08/2015 2.0 8,000,000 - - - - 8,000,000 note 1
HERE “E-RENAZTEA Mzt
Business consultants 24/08/2015 2.0 4,500,000 - - - - 4,500,000 note 1
EBERH “Z-RAFNRZTMA Kz
Total &3f 22,250,000 22,250,000
2016 Interim Report — & — NFEFR IR E
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Corporate Governance and Other Information

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

(i) 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 6,675,000
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 or exercised under the New
Scheme during the Review Period.

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
2016 and up to the 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 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 2016.

TtREBREMESR

BREET

EEAENBART MEARARBOZEERE (2%
BIRHE]) BB B KL A B ME - WA T
T~

(i) P 2 S 08 R O SR 2 30% 00 1% 1 B HR AR A
NOMEAEmERE WAIBRITE: &

(i) FrERMESZEREREN B L A MEFT
—+MHeaEAERER B IR BER T

H e SRR A 2B 6,675,0000% A% 19 B 7% 5 B8
[ & 8B - AR T ETR2.008 TiT{E

REBERA - SEZFERRERIRET & ETE-
RE A B8 B IR R IR AT 8 R H AT
fiEe

ESETRFXZNEETAH

ARREREFEITES R SR LR A%
TAEREST R R TBENMRESTRIFTE N
REBE-KAEREEFEHREEHRR EFC
BARBE T A"FNA=THLERNEARE
EXTHRERY —HETERETAAHNR
ERERARBBERESETEFRZNITRT
Al

BF EHRATEEGTA

ARBBNBEIRIFCEERERIERF KR
HERAERAEENELRS LTHARBBRARM
REBE -BEFEHAE RECEERATREMR IR
HREEGEOCAREE-EERR B TIXMEE
B I B b T AR R 8%+ PO PRt e 2 B e <P RI (T <F
AIDFA2IBNBERIN RARRBE=F—X
FRNA=ZTHIEAER—EETTRIAR TR
3o
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Corporate Governance and Other Information

tEERREMESR

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 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. 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 period
ended 30 June 2016 have been reviewed 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.

2016 Interim Report — & — NEFE R HIH &
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THRHBEREEWMNBES T MEBTEHRR—
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ARBERYEEASABERES [FTHRAER] B
- EHAXRER/ARBER TEEERAKE
—REEB-EFEHTHRITER UERFEXR
NRAEENTIEZEE -ERAKBEBMEENR
B UREREREANSELR EFER /I
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HEBHETE BEREIAIMBENRE
B EARARAGEAREE-
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Interim Condensed Consolidated Statement of Profit or Loss

PHBASFERER

For the six months ended 30 June 2016 (unaudited) # 2 =%

—NFENAZ T HIENER (REFE)

For the six months ended 30 June

BEAA=tRHILAEA

2016 2015
—E—-RE —E—hF
Notes RMB’000 RMB’000
Hiat AR TR ARETIT
(Unaudited) (Unaudited)
(REBEZ) (REEZ)
REVENUE PN 4 358,534 449,619
Cost of sales $H & AR (282,816) (328,439)
Gross profit EF 75,718 121,180
Other income and gains Hth o RS e 4 29,132 13,221
Selling and distribution costs HE RS ﬁﬁhﬂs (16,005) (17,532)
Administrative expenses THEX (28,592) (24,022)
Other expenses H b2 (582) (3,546)
Finance costs B 7% A AN 5 (5,925) (5,926)
Share of profits or losses Y i L kN
of an associate Yim A 2 5 18 - (230)
PROFIT BEFORE INCOME TAX B AT B 81 B 2 AT Rl
EXPENSE 6 53,746 83,145
Income tax expense PSR < 7 (12,227) (21,135)
PROFIT FOR THE PERIOD R R 41,519 62,010
Attributable to: 55! Tﬁ'] I8 B (L :
Owners of the parent NCIEZZ DN 37,751 62,010
Non-controlling interests 3'5% i 1R 3,768 -
41,519 62,010
EARNINGS PER SHARE ATTRIBUTABLE & T E @R #E%
TO ORDINARY EQUITY HOLDERS FEEANELEEREFR
OF THE PARENT
Basic K 9 RMBA R #0.067T RMBAR#0.107T
Diluted g 9 RMBA R #0.067 RMBAR®0.107T
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Interim Condensed Consolidated Statement of Comprehensive Income

ARG BA S Of 2 E W E &

For the six months ended 30 June 2016 (unaudited) #tZE = — NENNH =+ HILNEA (KEFEZ)

For the six months ended 30 June

BEAA=tRHILAEA

2016 2015
—E-AREF —TRF
RMB’000 RMB’000
ARBT T ARETT
(Unaudited) (Unaudited)
(REERK) (REER)
PROFIT FOR THE PERIOD B F 41,519 62,010
Other comprehensive income to be HRERBRERSBRE
reclassified to profit or loss BaRfHt 2 mE e
in subsequent periods:
Exchange differences on translation of ~ # &GN EREEVE K Z 50
foreign operations (826) (532)
TOTAL COMPREHENSIVE INCOME, MAZEREAR
FOR THE PERIOD 40,693 61,478
Attributable to: mTFIEE B
Owners of the parent BRAEERA 36,925 61,478
Non-controlling interests FEFEHIEE R 3,768 —
40,693 61,478

24 2016 Interim Report =& — < F R HIRE



Interim Condensed Consolidated Statement of Financial Position

8 B & Of BT AR R

As at 30 June 2016 (unaudited) R=ZF—NEFENA=1+H (FKEFZ)

NON-CURRENT ASSETS
Property, plant and equipment
Investment property

Prepaid land lease payments
Intangible asset

Prepayments for equipment
Deferred tax assets

Total non-current assets

CURRENT ASSETS

Inventories

Trade and notes receivables

Prepayments, deposits and
other receivables

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

Total current liabilities
NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT
LIABILITIES

FRBEE

ME - BERRE
BREME

T E BN FRIA
BREE
REFEN R
EEHRREE

FRBEERE

RBEE
T8
FEW B SRR K R R %
BAR-AE Rk

H A fE U IR
[REERLEERA
ReMReEEY

MEBEERE

REBEE

e E SRR LENFRE
H BN FERBERE S
AERITEE
TESmMT A

FERTRE R

FE IR

mEBERHE
RBEEFE
EERERARBRE

30 June 31 December

2016 2015

—E-XRE —E—RF

ANB=t1H +=—A=+—H

Notes RMB’000 RMB’000
Bz ARETF T ARET T
(Unaudited) (Audited)

(REEZ) (& #EZ)

10 565,565 543,976
1,995 2,080

67,383 52,065

17 8,780 9,083
12,046 13,194

5,457 5,935

661,226 626,333

12 460,695 340,902
13 217,171 306,821
45,939 28,226

85,725 60,351

396,374 237,214

1,205,904 973,514

14 164,640 98,048
51,985 51,462

15 524,788 368,033
18 - 2,258
43,244 187

13,249 23,693

797,906 543,681

407,998 429,833

1,069,224 1,056,166
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Interim Condensed Consolidated Statement of Financial Position

i HA 5 B & OF B 38 AR OR &R

As at 30 June 2016 (unaudited) R =FE—NENA=+H (FK&EFEE)

TOTAL ASSETS LESS CURRENT
LIABILITIES

NON-CURRENT LIABILITIES

Deferred tax liabilities

Total non-current liabilities
Net assets

EQUITY

Equity attributable to owners
of the parent
Issued capital
Reserves

Non-controlling interests

Total equity

Notes

HiiE

EERERABRE

FRBEE
ELEBIAR R

FRBAELRRE
BERE

R
BRA)HEA AR EERS

BT A 16
a1

FEEHI s

TR AR R

2016 Interim Report —ZF — X FHHIFRE

30 June 31 December
2016 2015
—E-RE —ET—hF
ANB=t1H +=—A=+—H
RMB’000 RMB’000
ARETF T ARET T
(Unaudited) (Audited)
(REEZ) (fe#EZ)
1,069,224 1,056,166
16,990 12,188
16,990 12,188
1,052,234 1,043,978
6,329 6,329
1,032,137 1,037,649
1,038,466 1,043,978
13,768 -
1,052,234 1,043,978

/



Interim Condensed Consolidated Statement of Chan

es in Equity
A 7 B éﬁf’fgﬁ"ﬁ@@%

At 1 January 2016

Profit for the period

Exchange differences on translation of
foreign operations

Total comprehensive income for the period
Capital injection

Equity-settled share option arrangements
Final 2015 dividend declared

At 30 June 2016 (Unaudited)

At 1 January 2015

Profit for the period

Exchange differences on translation of
foreign operations

Total comprehensive income for the period
Share repurchase

Final 2014 dividend declared

At30 June 2015 (Unaudited)

R=Z-7~5-A-A
R
BERNEBNES 2B

AN2ENELE
s}
WEnERRE T

BER-Z-REAERE

RZE-AFRAZTA
(REEH)

R=Z-5%-A-A
R
BEBNEBOEL 28

AN2ENELE
BEkn

BER-F-MERIRS

RZZ-RFRA=TR
(REEHR)

For the six months ended 30 June 2016 &2 =%

Attributable to owners of the parent

—NFENA=FHIUNEA

BAAREAELR

Share Non-
Issued Share Merger  Statutory option  Exchange  Retained controlling Total
capital  premium reserve reserve reserve reserve profits Total interests equity
BRRA  RMEE  AHREE  AERE BRERE  EXRE  REE @it FRHMEE  BR4E
RMB'000 RMB'000 RMB000  RMB000  RMB'000  RMB000  RMB000  RMB000  RMB'000  RMB'000
ARETR ARETR ARETT ARETT ARMTR ARMTR ARETT ARMTR ARETR ARETR
6,329 271,389 196,816 106,752 1,636 (3,354) 464410 1,043,978 - 1,048,978
= = = = = = 37,751 37,751 3,768 41,519
- - - - - (826) - (826) - (826)
- - - - - (826) 37,751 36,925 3,768 40,693
- - - - - - - - 10,000 10,000
- - - - 230 - - 230 - 230
= = = = = = (42,667) (42,667) = (42,667)
6,329 271,389 196,816 106,752 1,866 (4,180) 459,494 1,038,460 13,768 1,052,234
6,345 273,407 196,816 90,382 - 3,009) 397,781 961,662 - 961,662
- - - - - - 62,010 62,010 - 62,010
= = = = = (532) = (532) = (532)
- - - - - (532) 62,010 61,478 - 61,478
(16) 2,018) = - - = = (2,034) - (2,034)
- - - - - - (37,370) (37,370) - (37,370)
6,329 271,389 196,816 90,382 - (3,601) 42240 983,736 - 983,736
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For the six months ended 30 June 2016 (unaudited) #( 2 =% —

28

Net cash flows generated from

Interim Condensed Consolidated Statement of Cash Flows

FHIERASHRAESRER

Bank interest income

Increase in inventories

Decrease in trade and notes receivables

Increase in prepayments, deposits
and other receivables

(Increase)/decrease in derivative
financial instruments

Increase in trade and notes payables

Increase/(decrease) in other payables
and accruals

Decrease in an amount due to an
associate

operating activities

2016 Interim Report =& — N FEFR RS

RITHBHA

FEIEM

P 5 R 5K K B M SR 480
TEARS R R B At R W SRIR S A

PTESBMIA GEm), R

FENE 5 R R B B A0
Hth e FRIE R FEIR B A N,

R A)
JEAS — R B

NFENHZ=FHINEAR (KEFE)

CASH FLOWS FROM OPERATING REZBNRSKE
ACTIVITIES
Profit before tax B 351 Al A1
Adjustments for: SAEIER
Share of profits and losses FEAE — A Bk & 1% B0
of an associate KN EsiE
Fair value gains on derivative PTETANAABERR
instruments
— transactions not qualifying —TEEREHTINRS
as hedges
Equity-settled share option expenses R A EBIRER X
Depreciation &
Amortisation of prepaid land lease = 3 78 & FE A FRIA 85
payments
Amortisation of an intangible asset | & E
Provision for impairment of inventories 17 &3 B # &
Gain on disposal of items of property, HEME BB R
plant and equipment ®iEIE B S5
Provision for/(reversal of) impairment REBEREE, (EE)
of doubtful debts
Finance costs IR IDN
Exchange losses, net bE N B 18 F R

ATRIERD

Cash generated from operations KETHELENRS
Interest received EEL &)
Income tax paid ERPTEH

RETBDELNRESREFH

For the six months ended 30 June

BEAA=tRHILAMEA

2016 2015
—E-NE —E—RE
RMB’000 RMB’000
AR¥T T ARET T
(Unaudited) (Unaudited)
(REEZ) (REEFEZ)
53,746 83,145

- 230
249 (8,985)

230 -

31,174 31,796

663 659

303 303

1,344 2,729
- 2)
977 (17)

5,925 5,926

390 -
(1,309) 971)
93,692 114,813
(121,137) (84,072)
88,673 12,705
(17,713) (11,202)
(2,507) 2,121
66,592 6,932
523 (1,439)
- (100)

108,123 39,758
1,309 971
(17,391) (22,250)
92,041 18,479
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Interim Condensed Consolidated Statement of Cash Flows

FHEASHRERER

For the six months ended 30 June 2016 (unaudited) #tZE = — NENNH =+ HILEANEA (FKEFEEZ)

For the six months ended 30 June

BEAA=tTRHILAEA

2016 2015
—E-AF —F—RF
RMB’000 RMBIO(K)
AR T T AREFT
(Unaudited) (Unaudited)
(REEXK) (REER)
CASH FLOWS FROM INVESTING REZBNRERE
ACTIVITIES
Purchases of items of property, BEWE FWFENREBEE
plant and equipment (70,012) (34,207)
Prepayments for equipment BTN RIA (12,046) (12,682)
Proceeds from disposal of items of HEWE BB K&
property, plant and equipment RAEIR B T 50A - 4
Proceeds from pledged deposits EEIF R Z 1S 30R 60,351 69,186
New pledged deposits iEE EMER (85,725) (54,552)
Net cash flows used in BREEFAMAN
investing activities HenEFHE (107,432) (32,251)
CASH FLOWS FROM FINANCING BEZHNRERE
ACTIVITIES
New bank loans FEIRITE R 358,979 155,760
Repayment of bank loans BEBITER (202,224) (157,312)
Share repurchase B [l A 1 - (2,034)
Interest paid EEREAIEN (7,305) (6,996)
Government grants received SR T B 15,930 —
Capital injection from non-controlling ~ JEIZARARH F &
shareholders 10,000 -
Dividends paid EfRE - (127)
Net cash flows generated from/ MEEHELE(FTA)H
(used in) financing activities REMEFRE 175,380 (10,709)
NET INCREASE/(DECREASE) IN RERRESESEWEM
CASH AND CASH EQUIVALENTS OR2) F8 159,989 (24,481)
Cash and cash equivalents AR e MRS EFEY
at beginning of period 237,214 217,185
Effect of foreign exchange ER BT EIFR
rate changes, net (829) (524)
CASH AND CASH EQUIVALENTS MRBEERASEEY
AT END OF PERIOD 396,374 192,180
ANALYSIS OF BALANCES OF CASH RERRAEEENEHRDN
AND CASH EQUIVALENTS
Cash and bank balances RE RIRITHER 482,099 246,732
Less: Pledged deposits R B ER 85,725 54,552
Cash and cash equivalents as stated BABAR R P51 69
in the statement of financial position ReRFAEEEY 396,374 192,180
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Notes to the Interim Condensed Consolidated Financial Statements

A B S O B IS SRR MY R

For the six months ended 30 June 2016 (unaudited) #tZE = — NENNH =+ HILNEA (KEFEZ)

2.1

CORPORATE 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 2016 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 2015.

2016 Interim Report =& — N FEFR RS

2.1

REER

TEEBARAR ([FAAF])R=_FFX
FLA-+—BERSEE MK RER
RERRAE - ARBBROR _FERF+=
At -—BEZEBMARFAAERAR ([HB
X)) Eme

AEBEBRELEERHEETMY -

AN B H i 9% 5 AR b i A Cricket Square,
Hutchins Drive, P.O. Box 2681 GT, Grand
Cayman KY1-1111, Cayman Islands : X+ Z
EEMBAGNEEEFARBERI8IFHEAM
05418 ©

mEEXE
BE_T—AFAAZTHEIEAEANTES
BEAA OB B RR IR (R EEHER)
F345% [ RIS | R -

ARHERAHMBERL AR 2FHG
BRABRNZEEN RINE SEELE
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Notes to the Interim Condensed Consolidated Financial Statements

RS Ot B B AR M A

For the six months ended 30 June 2016 (unaudited) #tZE = — NENNH =+ HILEANEA (FKEFEEZ)

P

2.3

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 2016 are
consistent with those used in the preparation of the Group’s
annual financial statements for the year ended 31 December
2015, 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.

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 2015, except for the adoption of new
standards and interpretations effective as of 1 January 2016.

The Group has applied, for the first time, several new standards
and amendments in 2016. However, they do not impact the
annual consolidated financial statements of the Group or the
interim condensed consolidated financial statements of the
Group.

P

2.3

TESTBRBE

REBE T R"EFRA=THEILEXEAN
 HARE B & OF B 7S SRR PR SR AR O & 5T IBUR Je
RUEAERRHAKRERE_T—AF =
A=1+—BLEFEN2FUERRMERE
— 2 HEARMRE2 357 E - SR AR B R AR
BT A G B EHR &R RORTET
KEIERT (BBRMBHRELER) (EPEE
(BIFRERHER) Kadi) BRIN - ML EH
I RRERT (BB B REER) BAKE
MEBE NP BEARN Y BERTE

i

PRANHET R ARERT (BIFR B 35 R
ZAl)

REAHHMAA S SRR
HEARUEAEE#HE _T—HF+ A
=t HLEFENEFEHMBHRERMER
EBOMRAR _ZE-RE-A-HBEX
R FTET R R BRI -

AR EN S ERIRA S B TR
RAERT AT B EARETFRYEA
EEM S EA OB R A K E R 16
G BHHE -
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Notes to the Interim Condensed Consolidated Financial Statements

A B S O B IS SRR MY R

For the six months ended 30 June 2016 (unaudited) #tZE = — NENNH =+ HILANMEA (KEFEEZ)

2.3 ADOPTION OF NEW AND REVISED IFRSs (continuedy 2.3 IRAFFT REET (BB BRE

2R a0
The Company has adopted the following new and revised AR BIRAZS A HA 5 BA B 74 R B R R T 5
IFRSs for the first time in these interim condensed financial Al RIERT KRR S mEER) -
statements.
Amendments to IFRS 10, Investment Entities: Applying (B iR 2B REER EFRG
IFRS 12 and the Consolidation Exception AI) E10% - (1 PISMER
IAS 28 (2011) BB R EER)
F120 R (Bl &
AR F28%
(ZF——F)y
LIRS
Amendments to IFRS 11 Accounting for Acquisitions of Interests (EIB B I iR & 2 WEHEEE B
in Joint Operations RI) E115589 Bifk
CEIEN
Amendments to IAS 1 Disclosure Initiative (B 2zt EA) w’EqE
ESb L0 HES
Amendments to IAS 16 Clarification of Acceptable Methods of (Bl =zt EA) BB IR ITE R
and IAS 38 Depreciation and Amortisation Zl165t R (BfR & Bz
SRR F38%H)
AT
Amendments to IAS 16 Agriculture: Bearer Plants (BB & 51 ER)) RF HENLEY
and IAS 41 F16595 R
(B =zt 2R
F41FRIEFT A
Amendments to IAS 27 Fquity Method in Separate (BB &1 ERY) BUF B
2011) Financial Statements B2 (—F—— Bm%
F)RNEET A
Annual Improvements Amendments to a number of IFRSs FRENE_F——F ZH(ARMBRE
20122014 Cycle E_F-MFEAY RRI) Wl
The adoption of these new and revised IFRSs has had no RNz S a] Mg Ea] KRR 5 m &%
significant financial effect on the Group’s interim condensed A1) HAREENHHHAS G BRI L E
consolidated financial statements. BERUBZE-
The Group has not early adopted any other standard, REE B FRAE BMAERARERNE
interpretation or amendment that has been issued but is not yet ] E 2R 2SR -
effective.
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Notes to the Interim Condensed Consolidated Financial Statements

IR A& OF T 15 R MY &

For the six months ended 30 June 2016 (unaudited) #tZE = — NENNH =+ HILNEA (KEFEEZ)

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 external 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
2016 is set out in the following table:

Mainland China i B K e
European Union (BN
Non-European Union FERR R
Total k]

(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
revenue was derived from sales to a single customer for the six
months ended 30 June 2016 (six months ended 30 June 2015:
Nil).

«< #‘. PaN ﬁl;

Z%HTE”QIE AREED AKX —EE X%
B rTEERLEREEDMY EEE
RO EAEEER L HERNEERRIEL
REFHSEHMEHRE AU ARELHE
25D EBOHT

I 38 &
@@ REIIBEFUA
TRHBIAEBRE = INEN

A=+BIEREAR E}Eﬁﬁ%—tﬂﬂ%’
B 30 158 FE 16 A B 10 38 B R 0 4

Revenue from
external customers
REPBEF KA
For the six months

ended 30 June

BZEAA=1tHLXEAR

2016 2015
—E—-XRE —E—hF
RMB’000 RMB’000
AR¥ TR ARETF T
(Unaudited) (Unaudited)

(REER) CREEERZ)

107,428 148,311
128,375 111,398
122,731 189,910
358,534 449,619

b) FRBEE
HRAKEERNEZERDEE
CELETHE BRI A5 P BARE -
WA EEFIFRBEENIEER

ERIEEFNER
REBEE—_ZE—R"FNAZTHLEAREAR I
EAE—FFETHHEERAMGARERKRA
10% A F (BE=E—REA=+H1t
NEA ) o
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Notes to the Interim Condensed Consolidated Financial Statements
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For the six months ended 30 June 2016 (unaudited) #tZE = — NENNH =+ HILNEA (KEFEZ)

4. REVENUE, OTHER INCOME AND GAINS 4. WA HthlhsmkBs
Revenue, which is also the Group’s turnover, represents the WA (TRENAR B2 3 50 ) 45 an il 4D BV 8H &
sales value of linen yarns, net of sales tax and deduction of any BE  SMBRHEN KR EMHET IR
sales discounts and returns. RIE o
An analysis of revenue, other income and gains is as follows: WA Btz RASR DT
For the six months
ended 30 June
BEANA=+tHLAEA
2016 2015
—ZE-XE —E-hEF
RMB’000 RMB’000
AR®T T ARETT
(Unaudited) (Unaudited)
(REEX) (REER)
Revenue WA
Sales of linen yarns 845 SR AP 358,534 449,619
Other income H it 23
Bank interest income ER1T R B UL A 1,309 971
Government grants B #75 B) 25,050 3,124
Others HAth 60 141
26,419 4,236
Gains B
Foreign exchange gains, net HME 1T 5% 50 2,713 -
Fair value gains on derivate financial TESMIANAARBESS
instruments — transactions not qualifying —NEEBRBREHHNRS
as hedges - 8,985
2,713 8,985
29,132 13,221
5. FINANCE COSTS 5. MBRA
For the six months
ended 30 June
BEARNA=+tHLAER
2016 2015
i —F—RF
RMB’000 RMB’000
ARMT T AREFT
(Unaudited) (Unaudited)
(REEXK) (REER)
Interest on bank loans, HARAEFAEZHEENRITER
wholly repayable within five years ORIES) 7,305 6,996
Less: interest capitalised BB S (1,380) (1,070)
5,925 5,926
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Notes to the Interim Condensed Consolidated Financial Statements
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For the six months ended 30 June 2016 (unaudited) #tZE = — NENNH =+ HILNEA (KEFEZ)

6.

PROFIT BEFORE INCOME TAX EXPENSE 6.

The Group’s profit before income tax expense is arrived at after

charging/(crediting):

Cost of inventories sold

Depreciation

Amortisation of prepaid land
lease payments

Amortisation of intangible assets

Research and development
(“R&D”) expenses

Minimum lease payments under
operating lease
— land and buildings

Auditors’ remuneration

Employee benefit expense
(including directors’ and chief
executive’s remuneration):
Wages, salaries and other benefits
Pension scheme contributions
Equity- settled share option expense

Foreign exchange differences, net
Fair value gains on derivative
financial instruments
— transactions not qualifying as hedges
Write-down of inventories to
net realisable value
Impairment of trade receivables/
(Reversal of provision for
impairment of trade receivables)
Finance costs
Bank interest income

BR FT 15 5t BA < A1 742 A

AL BERASHA AR, (FTA)

O HE B -

For the six months
ended 30 June

BEAA=tTRHILLAMEA

2016 2015
—E-RE —E—hHF
RMB’000 RMB’000
AR®FT ARBTIT
(Unaudited) (Unaudited)
(REER) (REEZ)
HEGFTERAN 282,816 328,439
e 31,174 31,796
T AR E TR FRIBEE G
663 659
B A E 303 303
Mk ([HE])RX
2,742 2,768
KEREE T RERERIE:
— T REF 802 894
1Z SR BN 900 900
EERAMAZ (BRESER
B THABHM) :
TE #FekHEAMET 75,542 74,179
RIREETEI 3K 4,938 4,767
DR EEERERS 230 =
80,710 78,946
SN Z FH)F R (2,713) 3,345
PTEem T ANAREESR
—TEEREHTNRS - (8,985)
MRFEEE] 2R FE
1,344 2,729
FEU Z B ERFURE,
(E o) el E B ERFOR B B E)
977 17)
B 75 P AR 5,925 5,926
|RITH EHA (1,309) (971)

Kingdom Holdings Limited & Z =& E R 2 3
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For the six months ended 30 June 2016 (unaudited) #tZE = — NENNH =+ HILNEA (KEFEZ)
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Notes to the Interim Condensed Consolidated Financial Statements

A B S O B IS SRR MY R

7e

INCOME TAX EXPENSE

Major components of the Group’s income tax expense for the
period are as follows:

Current — Mainland China BIER— i B K BE
Current — Hong Kong BER— &
Deferred R

Total tax charge for the period HAATIAX HAEER

(i) 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.

(ii)  The provision for Mainland China income tax is based
on the respective corporate income tax rates applicable
to the subsidiaries located in Mainland China as
determined in accordance with the relevant income tax
rules and regulations of the People’s Republic of China
(“the PRC").

2016 Interim Report =& — N FEFR RS

7e

FriSBipa X
AEBRAROHEHAXERRAMT

(ii)

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

2016 2015
—E—-RE —T—hF
RMB’000 RMB’000
AR®T R ARBTT
(Unaudited) (Unaudited)

(REER) (R ERZ)

6,849 18,613
98 927
5,280 1,595
12,227 21,135

REFASESMABEZESRAL
R AKREHBRARSREERR
BB SH

B KR PR S B B R R AR IR AL 1A B
RENMBARMER RPEAR
HAE ([HE ) BREMEHRA N
BAEEN S DEMSHEMIEDL -

/



Notes to the Interim Condensed Consolidated Financial Statements
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For the six months ended 30 June 2016 (unaudited) #tZE = — NENNH =+ HILEANEA (FKEFEEZ)

7e

INCOME TAX EXPENSE (continued)

(i)

(iii)

(iv)

(continued)

During the Fifth Session of the Tenth National People’s
Congress, which was concluded on 16 March 2007, the
PRC Corporate Income Tax Law (the “Corporate Income
Tax Law”) was approved and became effective on 1
January 2008. According to the Corporate Income Tax
Law, the applicable tax rates of the Group’s subsidiaries
in Mainland China are unified at 25% with effect from
1 January 2008 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
obtains the High-new Technology Certificate for years
from 2014 to 2016 with 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 an income tax rate at 31.4%, which comprises
Italy Corporate Income Tax at 27.5% and ltaly Regional
Income Tax at 3.9%. No lItaly profits tax has been
provided as the Group has not generated any assessable
profits arising in Italy during the period (six months
ended 30 June 2015: Nil).

DIVIDEND

The board has resolved not to declare any interim dividend
in respect of the six months ended 30 June 2016 (six months
ended 30 June 2015: Nil).

7e

(ii)

(iii)

(iv)

8B @

(%)

FTEZEARRERREERA NS H
ER—_ZEE+F=A+BER &
FEBAT (PREMSERSERHE (1
E¥FMBHE]) IR T NF—A
—HEB-BEBELEMSFTERT
BT \F—F— B KEEH
BEAEMBARMNEAREER—A
25% WASEMNMEEZEEENB
NRBEeH AR AR ([BEFEd
) AT RS EER AR ([
TIEEE BRI -BEHESHAETEE
mEYI N TER B2 F R
"B -MIeHKBARERZZ—H
FEZT—AFEZEAFENS M
REE HEBI5% °

BENERERFANTBELNME
JRE AR5 48 F DA16.5% 850 Gt R B4

RIE B AFAR B KA AR - ANEEER
31.4% M EHMTER - &P BIEE
27 5% EFT B ERF S ERSH
NI73.9%%0 E 5T B K 2 AT @ A5
Filo AN AL BRI AL £ E £ T
JFERR B m F - B0 B B R F RIS B
HiERE (BE—E—RE A=+
HIE/NM@EA &) -

BB
EEERATEREEZS—~FAA=T
B REANERFEHRE (BE-E—h
FRA=ZFTHIEAEA &) -
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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
2015: 630,716,000) 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 B2
Profit attributable to ordinary

equity holders of the parent used in

the basic earnings per share calculation

2016 Interim Report =& — N FE R RS
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Notes to the Interim Condensed Consolidated Financial Statements
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For the six months ended 30 June 2016 (unaudited) #{ZE = — NENNH =+ HILNEA (KEFEEZ)

BRAAEERESERAARGLGER
EXR#ERR

BREAARBNEEIRES QR T @RRERS
BB ABGBRARF RAAE 2T E BRI
HEF1920629,678,0000 (HE—ZF—RHF /<
B=+HI1E/EA :630,716,0008%) 5+ & °

BREERNSEIRES AR T ARES
A ARGERESHNGMEE s ERER
MEBRNEFHBIBREHACHTE
BBE (EEtEERERRTMERER
Rl ARBREBETEE L BRERS
BT iR REERTHEEK
I IH 2 o

BEREAREETRNOAETAAT

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

Rfest EERERBRINE AT
%I AR (T

2016 2015
—E—REF —ET—hF
RMB’000 RMB’000
AR¥ TR ARBTIT
(unaudited) (unaudited)
(REERZ) (REEEZ)
37,751 62,010
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Notes to the Interim Condensed Consolidated Financial Statements

9.
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For the six months ended 30 June 2016 (unaudited) #tZE = — NFENNH =+ HILNMEA (FKEFEEZ)

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

IR 12

Effect of dilution — weighted average
number of ordinary shares:

B

Share options

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 RMB37,751,000 and the weighted
average number of ordinary shares of 629,678,000 in
issue during the period.

9. BAREEREZEEAELAER
EXREERFN w0

Number of shares

REETEBRERAN AR
BERTE BB INEF IR

BERE LB

igug =
2016 2015
—EB-AF —F—HF
'000 '000
TR T
629,678 630,716
22,250 -
651,928 630,716

g ARG R 1 hs 2 8 & R & &
FlEg 2058 - 2475 AR BT B A 7 AR B AKX
BFAGREEZE MRGTEEZR
BEE R TR E R - B - R
5 2 F 6y 2088 T 1 R B A FIA R
37 751,0007T R BN B #7177 Z R
JIFEF 1 2629,678 0000515 -
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40

At 31 December 2015 and
at 1 January 2016:

Cost

Accumulated depreciation

Net carrying amount

At 1 January 2016, net of
accumulated depreciation

Additions

Depreciation provided
during the period

Transfers

Exchange realignment

At 30 June 2016, net of
accumulated depreciation

At 30 June 2016:
Cost
Accumulated depreciation

Net carrying amount

R-E-AE+-RA=1—-H
ERZE-~E-A-H:

KA

RitiE

REFE

R=ZF-AF-A-H
NRZEHNE

AE

BnirEfE

a5
AR

R=F-~"EXA=TA"
NG 2iE
RZE-—REXA=TH:
A
Z:H7E

REFE

10. PROPERTY, PLANT AND EQUIPMENT

Notes to the Interim Condensed Consolidated Financial Statements

A B S O B IS SRR MY R

For the six months ended 30 June 2016 (unaudited) #tZE = — NENNH =+ HILNEA (KEFEZ)

10. ME -BERRKE

Plant and Office Motor Leasehold  Construction
buildings Machinery equipment vehicles improvements in progress Total
BEREREY #E  BOERRE RE HENERE HEIR &t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETL  AREBTR AR%TT ARETR ARETE ARETRT ARETR
281,947 590,767 57,722 9,897 13,860 42,868 997,087
(81,293) (333,171) (23,030) (7,114) (8,503) - (453,111)
200,654 257,596 34,692 2,783 5,363 42,888 543,976
200,654 257,596 34,692 2,783 5,363 42,888 543,976
2,002 554 1,483 404 904 47,268 52,675
(7,168) (18,932) (3,185) (488) (1,316) = (31,089)
5,561 (268) (1,952) - 280 (3,621) -
- 4 (1) - - - 3
201,049 238,954 31,037 2,699 5291 86,535 565,565
289,510 575,297 57,240 10,301 15,111 86,535 1,033,994
(88,461) (336,343) (26,203) (7,602) (9,820) - (468,429)
201,049 238,954 31,037 2,699 5291 86,535 565,565

As at 30 June 2016, the Group's property, plant and equipment
with a net carrying amount of approximately RMB111,012,000
(31 December 2015: RMB70,282,000) were pledged to secure
bank loans granted to the Group as set out in note 15(i) and (ii).
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BT FET5() R (FTE - R =T — NF N
A=+tH Zx&EERAFHEOHOARK
111,012,000t (ZE—HF+_-_A=+—
B AR%70,282,0007T) B9  BE K&
HEETER (EAASEEREBITERNE
fRo
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For the six months ended 30 June 2016 (unaudited) #tZE = — NENNH =+ HILEANEA (FKEFEEZ)

11. INTANGIBLE ASSET 11. BREE
Certified
emission rights
R R
RMB’000
ARET T
At 1 January 2016, net of accumulated amortization R-ZE—XR"F—H—8"
bk 25t 9,083
Amortisation provided during the period HA % S B (303)
At 30 June 2016, net of accumulated amortization R-_ZE—RFA=18H"
(Unaudited) ks 2T H#EE (REEZ) 8,780
At 30 June 2016: RZE—RFAA=1H:
Cost [EN 12,096
Accumulated amortisation R (3,316)
Net carrying amount AR RE 8,780
12. INVENTORIES 12. &
30 June 31 December
2016 2015
—EB-REF —ZET—hF
~NA=+H +=-—A=+—H
RMB’000 RMB’000
AR®T T ARBEF T
(Unaudited) (Audited)
(REEZ) (1L 2E%)
Raw materials R4 162,962 178,318
Work in progress & on 33,320 32,741
Finished goods SR i 264,413 129,843
460,695 340,902
As at 30 June 2016, inventories with a carrying amount of NRZE—NENA=1H8" WHzE1560)F
RMB40,000,000 (31 December 2015: RMB40,000,000) were # - BRE 2 8 A A K %40,000,0007T (==
pledged to secure bank loans granted to the Group as set out in —HE+ZHA=+—8: AE%40,000,000
note 15(i). TT)MFEE TER  ERAREEERIET
BEREER-
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For the six months ended 30 June 2016 (unaudited) #tZE = — NENNH =+ HILNEA (KEFEZ)

13. TRADE AND NOTES RECEIVABLES 13. EREZRRAKRERRE

30 June 31 December

2016 2015

—B-RE —F—hfF

ANA=TH +=ZA=+—H

RMB’000 RMB’000

ARBT AREFT

(Unaudited) (Audited)

(REEXK) (RER)

Trade receivables F& B 5 B3R 180,638 226,473
Notes receivable e E I 39,425 82,263
Impairment B (2,892) (1,915)
217,171 306,821

Customers are normally granted credit terms ranging from BEF—RERTEEH0OREISOKR BT
30 days to 150 days depending on the creditworthiness of 85 P 85 & E - ANE B ) SREFE RS
the individual customers. The Group seeks to maintain strict P Il R U [B] ) B WUk IR - I 5% R 15 B4R Il AT
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 R E B BRI AT B o

reviewed regularly by senior management. Trade receivables
are non-interest-bearing.

The Group’s notes receivables were all aged within six months AEBENRKEEREDRNEARN  WE
and were neither past due nor impaired. 8 HA TR R (E
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For the six months ended 30 June 2016 (unaudited) #tZE = — NENNH =+ HILEANEA (FKEFEEZ)

13. TRADE AND NOTES RECEIVABLES (continued) 13. BEREZRARERRE w®
An aged analysis of the Group's trade receivables as at the end RBEHR  AEENERE ZERRRER
of the reporting period, based on the invoice date and net of Ao BY BB ENRETAT

provisions, is as follows:

30 June 31 December
2016 2015
—E-RE —T—hF
AA=t+H +=—H=+—H
RMB’000 RMB’000
AR®T R AREF T
(Unaudited) (Audited)
(REER) (&%)
Within 1T month —@AR 89,339 191,785
1 to 2 months —fE A =m1{EA 19,454 11,969
2 to 3 months mEAZE=1EA 31,453 13,201
Over 3 months =EAKE 37,500 7,603
177,746 224,558
14. TRADE AND NOTES PAYABLES 14. BENESRARESRE
An aged analysis of the trade and notes payables as at 30 June RZZB—RFRA=TH BHFEHED
2016, based on the payment due date, is as follows: BHNENESERMENEZEERERERS T
T

30 June 31 December
2016 2015
—B-AF —T-hF
AA=t+H +=—A=+—H
RMB’000 RMB’000
AR¥F T ARET T
(Unaudited) (Audited)
(REER) (&%)
Due within 1 month or on demand — & A AR Bk R E SRR EE 32,100 52,518
Due after 1 month but within 3 months ~ — 1 A LA{& {8 =18 B A E| &4 132,540 45,530
164,640 98,048
The above balances are unsecured and non-interest-bearing. FPRERRBEERR AR -NEZHRER
The carrying amount of trade and notes payables at the end of RKoBEREHARE WENE SRR RE

each reporting period approximates to their fair value due to NEBENREREERAAREERE-

their short term maturity.
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For the six months ended 30 June 2016 (unaudited) #tZE = — NENNH =+ HILNEA (KEFEZ)
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Notes to the Interim Condensed Consolidated Financial Statements

A B S O B IS SRR MY R

INTEREST-BEARING BANK BORROWINGS 15. FFERRITEE
30 June 31 December
2016 2015
i “ET-0F
AA=1+H +=—A=+—8
Notes RMB’000 RMB’000
k3 AR¥F T ARET T
(Unaudited) (Audited)
(REEX) (RER)
Current BN A
Secured bank loans BEMRITER (i) 252,057 90,708
Unsecured bank loans EEARITEK 272,731 277,325
524,788 368,033
Notes: Hat
(i) As at 30 June 2016, the current interest-bearing bank loans were (i) R-ZZE—RNENA=1H B2
secured by certain property, plant and equipment, prepaid land TEREAREEEREEES IO ARE
lease payments, inventories and pledged deposits of the Group 111,012,000 (ZE—HF+ZA=+—
with carrying amounts of approximately RMB111,012,000 B:# ARM70,282,0007T) - HIARE
(31 December 2015: approximately RMB70,282,000), 28,075,000 (ZE—AF+=_A=+—
approximately RMB28,075,000 (31 December 2015: H:# ARH28,598,0007T) - HHARK
approximately RMB28,598,000), approximately 40,000,000 (ZE—HF+_A=+—
RMB40,000,000 (31 December 2015: approximately B : £ A R ¥40,000,0007T) &4 A R
RMB40,000,000) and approximately RMB45,907,000 (31 45,907,000t (ZE—RAF+ZA=+—
December 2015: approximately RMB41,511,000), respectively. H:#HAR®41,511,0007T) B & T %
BRE K& T ERNTIE  FERE
EHRF SRR
(i) The bank borrowings bear interest at rates ranging from 1.21% iy SRITEERFFEI21%E5.09% (=F
to 5.09% per annum (31 December 2015: 3.06% to 5.40% per —hRAFE+—_A=1+—8: FHNXK3.06%=
annum). 5.40% )t & o
The carrying amount of the interest-bearing bank loans of the HRESAEIE  AEE RRITERD
Group approximates to their fair value due to their short term RESHEEANABEES
maturity.
2016 Interim Report =& — N FEFR RS
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For the six months ended 30 June 2016 (unaudited) #tZE = — NENNH =+ HILEANEA (FKEFEEZ)

16.

ISSUED CAPITAL 16. 2ETRA
Authorised: ERE -
30 June 2016 31 December 2015
—E-R"EXA=TH —T-RF+-A=1+—H
Number Amount Number Amount
of shares HK$'000 of shares HK$'000
$H cok
REOEHE TER RnEE FHBT
Ordinary shares of HK$0.01 each BREI{E0.01ETH L&A  3,000,000,000 30,000  3,000,000,000 30,000
Issued and fully paid: ERTRAR:
30 June 2016 31 December 2015
“E-XEXA=1H “Z-R&+=ZA=1+—-A
Amount Amount
&8 8
Number Number
of shares HK$'000 RMB’000 of shares HK$'000 RMB'000
equivalent equivalent
BB EE TEr AR¥ETR ihdur ! TEx ARETR
(%f8) (%fE)
At the beginning =7 629,678,000 6,297 6,329 631,600,000 6,316 6,345
Share repurchase BEORH - - - (1,922,000) (19) (16)
At the end R 629,678,000 6,297 6,329 629,678,000 6,297 6,329

The Company purchased 1,922,000 of its shares on the Stock
Exchange in March and April 2015 for a total consideration of
RMB2,034,000. The purchased shares were cancelled during
the period and the issued capital of the Company was reduced
by the par value thereof. The premium paid on the purchase of
the shares of RMB2,018,000 was charged to share premium of
the Company.

RZZ—RAF=AMNUA  ANRRIEBRE
fE [ H1,922,0000% % 0 RREAARK
2,034,0007C ° BRI MK E R EIAGES ' ™
RARBBEITIRAE 12E BEE T LB
R DI TRRE A R2,018,0007T
EEAR A RD R EMNR -
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The carrying amounts of each of the categories of financial

17. FINANCIAL INSTRUMENTS BY CATEGORY 17. RENSsENEMIA
RBEHF  SERSR T ANERSEN

instruments as at the end of the reporting period are as follows: e

Financial assets:

As at 30 June 2016

Trade and notes receivables

Financial assets included in prepayments,
deposits and other receivables

Cash and cash equivalents

Pledged deposits

Total

As at 31 December 2015

Trade and notes receivables

Financial assets included in prepayments,
deposits and other receivables

Cash and cash equivalents

Pledged deposits

Total
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ERMEE:

RoB—AFAA=TH
B 5 AR I P A
HABMH FER

£ it HROAR S B A B
ReRASEEY
BT

e

RZE—AF+=-A=+—H
JEUE 5 BR T B Uk ZE A
FTAEMNR - HE R

Hip el IBR S MEE
RERBESEED
EEBER

st
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A B S O B IS SRR MY R

For the six months ended 30 June 2016 (unaudited) #tZE = — NENNH =+ HILNEA (KEFEZ)

Loans and
receivables
BEXR
FEW R IE
RMB’000
AR¥T R
(Unaudited)
(REER)

217,171

40,852

396,374
85,725

740,122

Loans and
receivables
I=E 54
FE YRR IR
RMB’000
ARBTT
(Audited)
(&%)

306,821

23,639
237,214
60,351

628,025

/
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For the six months ended 30 June 2016 (unaudited) #tZE = — NENNH =+ HILEANEA (FKEFEEZ)

17.

FINANCIAL INSTRUMENTS BY CATEGORY 17.

(continued)

The carrying amounts of each of the categories of financial

RENENEHI R @

RBERR ZFHH BT ARESEN

instruments as at the end of the reporting period are as follows: T (&
(continued)
Financial
liabilities
at amortized
Financial liabilities: cREE: cost
RN
A5 Bk
HEmaesE
RMB’000
AR¥T
(Unaudited)
(REEZ)
As at 30 June 2016 R-E—ARFANA=1H
Interest-bearing bank loans FFERITERK 524,788
Financial liabilities included in other payables AAAHMENRENSREE 44,641
Trade payables FERTE 2 BRK 164,640
Dividend payable JE A AR B 43,244
Total et 777,313
Financial
Financial liabilities
liabilities at fair value
at amortized  through profit
cost or loss Total
TR BAREE
AR ABR FSTAEZA
HNEFBaE TRBE et
RMB’000 RMB’000 RMB’000
ARET T ARET T AR¥ETF T
(Audited) (Audited) (Audited)
(%) (2EZ%) (1 2%)
As at 31 December 2015 R-E—RF
+=-A=+—8H
Interest-bearing bank loans STERITER 368,033 - 368,033
Financial liabilities included in FT A E Ath FE A 3R IB Y
other payables EREE 39,344 = 39,344
Trade and notes payables BB 5 R R B Rk 98,048 = 98,048
Dividend payable AR 187 - 187
Financial liabilities at fair value BAREBEGTFAEZSN
through profit or loss TRIAE - 2,258 2,258
Total 5T 505,612 2,258 507,870
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A B S O B IS IRAR MY R

For the six months ended 30 June 2016 (unaudited) #tZE = — NFENNH =+ HILANEA (KEFEEZ)

18.

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS

Set out below is a comparison of the carrying amounts and fair
values of financial instruments as at 30 June 2016:

EREE

18. TRTIEMNAABERAAREE

TXEIR -—ZE—AR"FARA=THERIE

RESHELAABENLER:

30 June 2016 31 December 2015
ZE-RFRA=tH TR+ ZRA=+—H
Carrying Fair Carrying Fair
amount value amount value
RESE AREE RESHE DREE
RMB’000 RMB’000 RMB’000 RMB’000
AR®T R AR®T R AREF T ARETF T
(Unaudited) (Unaudited) (Audited) (Audited)
(RBER) (RBER) (lE&E%) (RERZ)
Financial Assets: PREE:
Derivative financial instruments T4 €@ T A (2,258)

Management has assessed that the fair values of cash and
cash equivalents, trade and notes receivables, financial assets
included in prepayments, deposits and other receivables,
pledged deposits, current interest-bearing bank loans, trade and
notes payables, dividend payable, financial liabilities included
in other payables and accruals approximate to their carrying
amounts largely due to the short term maturities of these
instruments.

The Group enters into derivative financial instruments with
various counterparties, principally financial institutions with
AAA credit ratings. Derivative financial instruments, including
forward currency contracts, 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.
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- (2,258)

REEEMNE RERREFEY EBK
BHEAREKER FFABNK W R
Hp RIS REE  CHEMER B
HFBRITER BENESRRRENR
15 AR A MG AR AL AT SR K TR 4R
ERMERAGBN AN EEEERES M
H ETEARZFTAREHAIHIME-

AEBEZZEFH (EBRAAAAGER
AT HEB)IIZITESR IR -ITAS
BTA(BRENEREN) DEBEED
B R RSB UM A ERTDFE (A
BEME) ZFRUAANT ZHIRNT
BRABRBAR BREFINEERED.
SN B RA Ko 25 HARE S B R 4R o R A
BHNEREEEE ALEEAR -
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For the six months ended 30 June 2016 (unaudited) #tZE = — NENNH =+ HILANMEA (FKEFEZ)

18.

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

As at 30 June 2016, the marked to market value of the
derivative asset position is net of a credit 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.

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 2016, financial assets at fair value through profit
or loss — foreign currency forward contracts was measured to
be nil by using significant observable inputs (Level 2).

During the six months ended 30 June 2016, there were no
transfers between Level 1 and Level 2 fair value measurements,
and no transfers into and out of Level 3 fair value
measurements (2015: Nil).

18.

EMIENAABERAAEE
EREEw

R-ZE—RENA=ZTH EMEEENDT
EEERAENBRSRITETAHFHEY
BB EROEEFGEAR - SFHEERR
MNEBEHIZANEBEERNESRTANES

S 45
AFEE-

MRABESRES
AEBZNTSERBERABERDEE R
KRR TANAAEE:

RRFEEXRABERARMS L
P (CRIGHAE) MMEE

FE: REERDFE M&SFHERD
PRAREBEFEMEBEEN
REERABRTERAMEE
EOEIR:

BEERDFE MZF[HER
DHRRARBEAEMEBRER
MREEBABERTABRNEK
e

i
[11]
TE]

R-B—AERASTE - BAREERA
M MAE —SNEEHA OFAEAT
BEWAE(E-E)HEAT

RBE_Z-—R"RFAA=ZTHIEXREAR 2
REEFEEE - ERF_EZEHES
B TEEAS-—ExEF=BBL(=F
—hFE)-
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A B S O B IS IRAR MY R

For the six months ended 30 June 2016 (unaudited) #tZE = — NFENNH =+ HILANEA (KEFEEZ)

19. OPERATING LEASE COMMITMENTS 19. REHEEARE
Non-cancellable operating lease rentals were payable as PAREELEERSNA T FHRER
follows:
30 June 31 December
2016 2015
—E-RF —T-hfF
AA=+H +ZA=+—8H
RMB’000 RMB’000
AR®T T AR¥BT T
(Unaudited) (Audited)
(REERK) (ER)
Less than one year —FR 1,005 2,211
Between one and five years —FRIEAFA 212 812
1,217 3,023
The Group leases certain properties located in Mainland China, REBEFPEAE EEREAMNERET
Hong Kong and ltaly as the Group's offices. The leases run for MEERAEBNHAE  YIRHEEHR A=
an initial period of three to five years. Ehf-
20. CAPITAL COMMITMENTS 20. EREIE
Capital commitments in respect of the purchase of property, EHRBEDE BERREBN-_T—XREX
plant and equipment outstanding as at 30 June 2016 and 31 A=+AR=-_ZF-—AF+-_A=t—H#ERK
December 2015 but not provided for in the interim condensed MBI AR B S ST SRR AET IR
consolidated financial statements were as follows: B ERAENT
30 June 31 December
2016 2015
—B-RE —T-AfF
ANA=1H +ZA=+—H”
RMB’000 RMB’000
AR¥TR AREFT
(Unaudited) (Audited)
(REEXK) (REZ)
Contracted for B a4 163,344 97,230
Authorised but not contracted for EREERTAD - -
163,344 97,230

50 2016 Interim Report =& — < E AR E



Notes to the Interim Condensed Consolidated Financial Statements

RS Ot B B AR M A

For the six months ended 30 June 2016 (unaudited) #tZE = — NENNH =+ HILANMEA (FKEFEZ)

21.
(@)

RELATED PARTY TRANSACTIONS
Transactions with a company controlled by one of

the Company’s directors

(i)

(ii)

During the six months ended 30 June 2016,
the Group leased an office located in Mainland
China from Zhejiang Kingdom Creative Co., Ltd.
(“Kingdom Creative”) and incurred operating
lease charges of RMB250,000 (six months ended
30 June 2015: RMB250,000). Mr. Ren Weiming,
who ultimately controls the Group, also has a
controlling equity interest over Kingdom Creative.

The lease was made according to published prices
and conditions offered by the lessor or service
provider of the Group.

During the six months ended 30 June 2016, the
Group bought electricity from 37/ 2R XK B R
A 7] (“Zhejiang Yuyuan”) and incurred electricity
expenses of RMB346,000 (2015:Nil). Mr. Ren
Weiming, who ultimately controls the Group, also
has a controlling equity interest over Zhejiang
Yuyuan.

The price of electricity was made according to
market prices.

21.
(@)

BEELTXRS
ERAQF -FESEZEFNQA

ETHXRS

(i)

(ii)

REBE-_ZT—XREA=TH
WARER  AREERWINT & EA
E¥RDBRAF ([£ERE])
A —ELREAESNEA
B ELENGEHEBAABA
R#¥250,000L (HLE=F—H
FRA=ZFTHIEANER : ARE
250,0007T ) ° {EAEERSE A4 AR
BRI A S E
BRI IR RS o

HETIREHANEEHEAK
RBHERRENS RMHER
R ARAFRTSL

REZE_ZT—A<FA=+H1
NEA - AKERATT S0R K
BRAF (HIERES
FREAEMEE A A RK346,000
TL(ZE—RF ) -T#HAL
AR E B SRR IR - IR
BAENTT SRR -

BEDREMERL
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A B S O B IS IRAR Y R

For the six months ended 30 June 2016 (unaudited) #tZE = — NENNH =+ HIEANEA (KEFEEZ)

21. RELATED PARTY TRANSACTIONS (continued) 21. BELSXRZ m
(b) Compensation of key management personnel of b FTEBTEEEASHNHE
the Group

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

2016 2015
—E-REF —E—hF
RMB’000 RMB’000
AR®T R ARBTT
(Unaudited) (Unaudited)

(REER) (CREEZ)

Short-term employee benefits B B E A 2,194 2,151
Post-employment benefits BEEk 2 12 A 62 87
2,256 2,238
22. APPROVAL OF THE INTERIM CONDENSED 22. #tAEFHEHE M EERR
CONSOLIDATED FINANCIAL STATEMENTS
The unaudited interim condensed consolidated financial BEFeE N T RF/A\AZTRAHER
statements were approved and authorised for issue by the BT BARREEZT AEBE 07 B R
board of directors on 26 August 2016. e
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Add : HengGang Town, HaiYan County, ZheJiang Province, China
E-mail: ir@kingdom-china.com

www.kingdom-china.com
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