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Kingdom’s hope

to be a linen yarn manufacturer ahead of all other
counterparts in the world and cast an influence
internationally.

Kingdom’s mission

we dedicate ourselves into a business on
spinning linen yarn which is green, environment-
friendly and supports sustainable development.
We engaged in developing value-added products
in order to benefit more our customers, to
maximize the interest of our shareholders and our
staff, and to return to our society as well.

Kingdom'’s resolution

we will work together with all Kingdom staff by
devoting all our passion to pursue a higher
prospect all the time.




Contents

B &

Corporate Information A & & #} 2
Chairman’s Statement == & & 4
Financial Summary 81 %% 2 10
Management Discussion and Analysis & 2 [& &1 &8 & 2 #T 11
Directors and Senior Management £ &= R B2 E 22
Report of the Directors EE & i 5 26
Corporate Governance Report 1t % B /AR & 42
Independent Auditors’ Report % 37 1% Z &l ¥ &5 52
Consolidated Income Statement & 18 % 54
Consolidated Statement of Comprehensive Income & {2 [ 4z % 55
Consolidated Statement of Financial Position & £ B 7 ik i %= 56
Consolidated Statement of Changes in Equity & Df iz 2 &) 5% 58
Consolidated Statement of Cash Flows & {33 &/ 2 & 59
Statement of Financial Position 81 7k Jt & 61
Notes to Financial Statements 87 7% ¥ = fft 5% 62

Kingdom Holdings Limited £ZZRAR A 7 1




2 2011 Annual Report =% — — £ F 1

Corporate Information

N EER

BOARD OF DIRECTORS
Executive Directors:

Mr. Ren Wei Ming (Chairman)
Mr. Shen Yueming

Mr. Zhang Hong Wen

Non-executive Directors:
Mr. Ngan Kam Wai Albert
Mr. Tse Chau Shing Mark

Independent non-executive Directors:
Mr. Yang Donghui

Mr. Lau Ying Kit

Mr. Lo Kwong Shun Wilson

AUDIT COMMITTEE
Mr. Lau Ying Kit (Chairman)
Mr. Yang Donghui

Mr. Lo Kwong Shun Wilson

REMUNERATION COMMITTEE
Mr. Yang Donghui (Chairman)

Mr. Zhang Hong Wen

Mr. Lo Kwong Shun Wilson

NOMINATION COMMITTEE
Mr. Lo Kwong Shun Wilson (Chairman)
Mr. Shen Yueming

Mr. Lau Ying Kit

COMPANY SECRETARY
Ms. Chan Ching Yi

LEGAL ADVISERS TO THE COMPANY
Sidley Austin

AUDITORS
Ernst & Young

AUTHORISED REPRESENTATIVES
Mr. Ren Wei Ming
Ms. Chan Ching Yi

BEEg
HITES:
THmREE (TE)
LB AR %

SRAB A

FHITES:
BeELE
WE L

BYFHITES:
BRESLE
eSS
BEELTE

BREEY
BB (£
BEBEE
BEGRE

FEES
GRERE (LEFE)
SRAE A
BEELE

REZRY
BERSE (ZR)
VEERRA S A
Blzpe st

DEME
REFHm LT

KRB ERER
RIS ER T

3
LK G ET RN E TSP

REAR
TR E
REHEL T




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 28

Three Pacific Place

1 Queen’s Road East

Hong Kong

PRINCIPAL SHARE REGISTRAR AND TRANSFER
OFFICE

Butterfield Fund Services (Cayman) Limited

Butterfield House

68 Fort Street

P.O. Box 705, George Town

Grand Cayman

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Tricor Investor Services Limited
26th Floor, Tesbury Centre

28 Queen’s Road East
Wanchai, 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

Email: kingdom@kingdom-china.com

Corporate Information

N AEER

A ER

Cricket Square

Hutchins Drive

P.O. Box 2681 GT
Grand Cayman KY1-1111
Cayman Islands

PREARERER
AR

A=)

5 B8 5%

A
EERETELEME
aBE

EFERERIR
AEESZE

281€
FTERDBFEERE

Butterfield Fund Services (Cayman) Limited
Butterfield House

68 Fort Street

P.O. Box 705, George Town

Grand Cayman

Cayman Islands

EERODBFETLITE

BEFBHFELERAA
EEET
ERENEBR28%

S EER L2612

EERERBRIT
hE SR ITINR X 1T
hERITEERT

IR 4K 5%

528

NCIE N

http://www.kingdom-china.com

REEBRBLN

B - kingdom@kingdom-china.com

Kingdom Holdings Limited £ZZERAER 2 7 3



4 2011 Annual Report =% — — £ £ #§

Chairman’'s Statement

ERE®E

I am pleased to present the audited annual report of Kingdom
Holdings Limited (“Kingdom” or the “Company”) and its subsidiaries
(together, the “Group”) for the year ended 31 December 2011.

Although the global economy has been picking up in the last two
years, it cooled down again in the second half of 2011 under the
influence of a number of uncertainties, such as the European debt
crisis affecting the external market and the tightening financial
policies implemented in China. Despite so, the management is proud
that amidst such a challenging business environment, Kingdom was
able to maintain satisfactory results in 2011. For the year ended
31 December 2011, the Group’s turnover increased by 13.1% to
RMB710,960,000 (2010: RMB628,718,000); gross profit rose by
37.5% year-on-year to RMB228,003,000 (2010: RMB165,842,000)
with an increase in profit attributable to owners of the parent of
51.8% year-on-year to RMB103,139,000 (2010: RMB67,931,000).

The board of directors of the Company (the “Board”) recommended
the payment of a final dividend of HK7 cents per ordinary share
(2010: HK5 cents per ordinary share).

With years of unceasing efforts and its well-established position in the
Chinese and global linen yarn manufacturing industry, the Group was
able to maintain its leading position in the linen yarn export market
in China for eight consecutive years notwithstanding the uncertain
environment last year. This was mainly attributable to the unique
naturalness and comfort offered by linen fiber, which have further
driven up the global demand for linen yarn last year. The demand
from high-end apparel markets in China and overseas for linen
apparel was particularly strong.
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During the year ended 31 December 2011, Kingdom continued
its dual global sales strategy that focuses on both domestic and
international markets. In addition to consolidating its shares in
the existing markets, it has also explored new markets. The Group
concentrated on establishing development footholds in major apparel
selling countries in the world, including Italy and Korea. On the other
hand, export sales to Japan recorded a satisfactory increase during
the year. Meanwhile, the Group has actively developed Portugal,
developing countries such as India, and emerging markets. It plans to
expand into markets in Eastern Europe through setting up an agency
in Portugal so as to further increase its market share. The Group has
carried out vivacious and diversified promotional and marketing
events, such as local industry exhibitions overseas, with a view to
publicizing the merit of linen yarn, promoting its usage in the textile
industry and strengthening the promotion efforts of the Group’s
popular brands such as Ziwei, Crape Myrtle and Kingdom.

In addition, the Group implemented a series of flexible strategies that
aggressively managed market risk. With the Group’s leading position
in the industry, the management has quick access to industrial
information and a keen sense of the demand, supply and prices of
raw materials for linen. Despite the surging prices of raw materials
for linen last year, the Group purchased a large amount of linen
materials when their prices were relatively low at the beginning of
2011 as a strategic move. This has ensured an abundant supply of raw
materials throughout the year, successfully mitigated the impact of
the significant raw material price hikes on the Group and effectively
controlled its operating costs. Besides, as the strong demand in the
linen yarn market last year has driven up the market prices, the Group
grasped the market opportunity to achieve satisfactory earnings for
the year with aggressive marketing and by increasing the selling
prices of linen yarn appropriately.

Chairman’'s Statement
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Chairman’'s Statement

ERE®E

The Group continued to focus on innovative research and
development in order to enlarge the share of high-end products in its
product portfolio and further enhance the core competitiveness for
all it was worth. In 2011, the Group has successfully developed new
high-end products, namely polyamide linen core-spun yarn, terylene
linen blended yarn and radiation-proof yarn. The Group took pride
in the successful roll-out of these new products, in particular the
terylene linen blended yarn. With a soft texture that resembles cotton
yarn, terylene linen blended yarn will be the new engine of the linen
yarn market as it has the potential to be applied as fabric for apparel
and home textile products, and thus a higher added-value. In 2011,
the Group obtained a total of 6 patents, proving the Group's strength
in research and development. The Group has also optimized the
facilities in the Zhejiang and Jiangsu factories during the year in order
to improve its productivity. Such production upgrade and machinery
automation helped to reduce production costs and the use of labor
and greatly enhanced the production efficiency of the factories.

In view of the uncertain future of the world economy, the Group will
vigorously equip itself, closely monitor market changes and formulate
cautious and diversified marketing plans. It is expected the demand
in the global linen yarn market to maintain a stable growth in 2012.
In the long run, the Group believes that the international linen
apparel and products market has enormous potential for growth.
It will continue to center its development around its innovative
ability, which means that it will actively acquire key technologies
and accelerate the development of different applications of such
new technologies. At the same time, the Group will concentrate on
the development of high-end markets and capitalize on the global
consumption trend and the development direction of the textile
industry through shifting its export product portfolio onto middle-
and high-end professional products with large market volume and
high added-value. The aim is to enhance the share of Kingdom'’s
products in the global high-end market so as to make Kingdom one of
the world’s leading linen yarn manufacturers.
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Chairman’s Statement

EREHRE

I would like to express my sincere gratitude on behalf of Kingdom to

all staff, customers, shareholders and suppliers of the Group for their
contribution and support.

RAZHRRSE ROBRSAEEE2EET X
F BRERMEENERESENZE-

Ren Wei Ming T
Chairman E
Haiyan County, PRC, 16 March 2012 TEBHES —T-—F=H+/<XH
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Financial Summary

MBERE

A summary of the results and the assets and liabilities of the Group ~ANEE ST AN BFENEEAREERAE
for the last five financial years, as extracted from the published Z (SIS EEZMIE®RE  WLES
audited financial statements and restated/reclassified as appropriate, ~EF %8 (2ER) )BEHH T -

is set out below.

RESULTS 4

For the year ended 31 December

BEt-A=+-HLEE

2011 2010 2009 2008 2007
—E--f -5 ZZTNF CZTTN\F ZTTLH

RMB'000 RMB'000 RMB’000 RMB'000 RMB'000
AR¥TR ARETE ARETT ARETT ARETT

Revenue LN 710,960 628,718 491,165 448,231 537,206
Gross profits E7 228,003 165,842 56,017 54315 108,651
Profit/(Loss) before tax BB AIER (BR) 145,079 97,472 (16,319) (24,603) 47,728
Profit/(Loss) for the year FEERN/ (BR) 103,139 67,931 (18,156) (22,827) 45,032
Total comprehensive income for BRAIRAARIEFA
the year attributable to owners of PENEEE
the parent 102,353 67,554 (18,007) (22,827) 45,032
Earnings/(Loss) per share - Basic (RMB) ~ BREREF]/ (EH18)
(AR®L) 0.17 0.11 (0.03) (0.04) 0.07
ASSETS AND LIABILITIES EEREE
As at 31 December
R+=A=+-H
2011 2010 2009 2008 2007

—®--% -T-TF "TIAF C"TT\F  CTTLF
RMB’000 RMB'000 RMB’000 RMB'000 RMB'000
ARETR ARMTR ARETE ARMTRA ARETR

Total assets BESE 1,046,094 1,151,756 1,097,359 1,161,723 1,153,108
Total liabilities aE 284,231 466,786 480,457 526,814 478,882
Total equity 761,863 684,970 616,902 634,909 674,226
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Management Discussion and Analysis

INDUSTRY OVERVIEW

Notwithstanding the numerous uncertainties about the global
economy and the general decline in the global demand for textile
products, the prices of linen materials and linen yarn recorded
reasonable rises in 2011 as the linen yarn market has been boosted
by the extended applications of linen yarn and the rapid increase in
the use of linen yarn in the textile industry.

Linen products have long established their presence in overseas high-
end apparel markets for their naturalness and supreme antimicrobial,
UV protection, water absorbing and breathable characteristics. As
going green and natural as well as reducing carbon footprint are
recently becoming economic trends, linen yarn has aroused great
interest in the international fashion industry in 2011. In particular,
textile products using linen yarn have been setting the trend for the
fashion industry. Furthermore, the applications of linen yarn have
extended to other areas such as household and bedding products.

BUSINESS REVIEW

Overall Performance

Being the largest linen yarn manufacturer in China, the Group has
not only actively consolidated its domestic market, but also increased
its investment in overseas expansion such as establishing sale agents
in Turkey and Spain in 2011. In furtherance of its global marketing
strategy, the Group’s export sales network has been extended to
over 20 different countries across the world so as to capitalize on
the continually feverish linen market and achieve sustainable profit
growth during the year.

During the year ended 31 December 2011, the Group’s total
sales of linen yarn amounted to approximately RMB710,960,000,
representing an increase of approximately 13.1% as compared with
last year, of which approximately RMB274,939,000 was derived
from domestic sales, which accounted for approximately 38.7%
of the total sales and was up by approximately 3.3% year-on-year,
and RMB436,021,000 was derived from export sales, which was up
approximately 20.2% year-on-year and accounted for approximately
61.3% of the total sales. The Group’s export sales have risen
substantially and accounted for approximately 32.7% of the total
export value of linen yarn of China, thereby helping the Group to
maintain its leading position of being the largest linen yarn exporter
in China.

BEEEBNWR DN
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WA H O 2 B8 — Ry S8 E T o
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Management Discussion and Analysis

BEEEBNWR DN

The outstanding results of the Group in 2011 were largely attributable
to the flexible strategies of the Group to aggressively leverage on
industry trends while cautiously monitoring market risks. Moreover,
the Group exhibited competitive edge in terms of operation scale,
technology, brand and management. It had greater influence in the
worldwide linen market, better cost control and greater flexibility
in pricing as its business expansion continued. While successfully
containing the rise of its operating costs, the Group also grasped
every opportunity brought by the flourishing textile market and
increased its gross profit margin from sales by implementing effective
sales strategies.

During the year, the Group supported innovative research and
development for all it was worth in order to enlarge the share of high-
end products in its product portfolio and thus increase the added-
value and gross profit of its products. The Group has also optimized
its facilities and enhanced its production capacity through industrial
upgrade and machinery automation with the aims of further reducing
cost and improving product quality.

Market Expansion

In addition to consolidating its leadership in the domestic market,
the Group has also made further efforts to establish footholds in the
traditional European market and emerging markets so as to enlarge
its global market share. During the year ended 31 December 2011,
the Group’s major overseas market included European Union (“EU")
members such as ltaly and France, which represented the Group's
largest market, as well as non-EU countries such as Korea, Turkey
and India. The Group has fruitfully expanded its Japanese and
Portuguese markets and its domestic and overseas sales amounted to
approximately 4,461 tonnes and 7,197 tonnes, respectively. Owing
to the satisfactory growth in sales in the EU and non-EU markets,
the sales volume in China, EU and non-EU markets accounted for
approximately 38.7%, 31.8% and 29.5% of the total sales volume,
respectively.

The Group has set Portugal and India as its major targets for future
expansion. To capitalize on its local network in Portugal, the Group
plans to establish an agency in this market in order to extend its
presence in international market and further expand its market share.

AEER T —FEESRINEE 2HEEH
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MBI — TR A RAEME R -

miEHEBR
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Management Discussion and Analysis

Awards and Achievements in Research and Development

In order to add value to and further expand the applications of its
products, the Group always spares no effort to the research and
development of new offerings. During the year ended 31 December
2011, the Group has successfully developed new high-end products,
namely polyamide linen core-spun yarn and terylene linen blended
yarn, and has commenced small-scale production of radiation-proof
yarn. The Group will continue to enlarge the proportion of high-end
products.

During the year ended 31 December 2011, with the dedication of the
Group's research and development team, the Group obtained a total
of 6 patents, including 1 invention patent and 5 utility patents, while
10 patents were filed and accepted by State Intellectual Property
Office of the People’s Republic of China. Furthermore, the leading
position of the Group in terms of innovation was also proven by
the award of 2010-2011 Top 10 Competitive China Linen Knitting
Enterprises by China National Textile and Apparel Council.

The awards received by the Group in 2011 were as follows:

2011 Top 500 Competitive China Textile and Garment
Enterprises by China National Textile and Apparel Council

o 2010-2011 Top 10 Competitive China Linen Knitting
Enterprises by China National Textile and Apparel Council

o 2010-2011 Top 100 China Textile and Garment Exporter

o Advanced Enterprise in the Implementation of Performance
Excellence Model in the Chinese Textile Industry

J Zhejiang Provincial Certificate for Good Practices

o Patent Demonstration Enterprise in Jiaxing City

BEEEBNWR DN
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Management Discussion and Analysis

BEEEBNWR DN

Plants and Raw Material Base

With a view to meeting the huge market demand for linen yarn,
the Group has been active in constructing new plants in order
to expand its production capacity. The new linen yarn factory in
Jiangsu commenced production in 2010 and has made increased
contribution to the Group’s overall profit.

The Group’s organic linen products from its linen yarn raw material
base in Xinjiang are certified with the Global Organic Textile
Standard (GOTS) and the output for the year ended 31 December
2011 reached 781 tonnes, accounted for 5% of the total supply of
raw materials to the Group.

FINANCIAL REVIEW

Turnover

For the year ended 31 December 2011, the Group’s turnover
increased significantly to RMB710,960,000, representing an increase
of approximately 13.1% year-on-year (2010: RMB628,718,000). The
increase was mainly due to the reviving market demand for linen
yarn, which has driven up linen yarn prices. The Group has also
increased the proportion of the production of high-end products to
better cater for market needs.

Breakdown of turnover by sales regions:

Sales regions: HEHRE:
Mainland China AR K B
EU (]
Non-EU FERENER
Total B

RERFEREH
BHRETSETMY MR ER AEBBERA
BEHE W IMAELRE - R-_Z—TFRAL
ERIHFSMYBE RBRATAEEEERA
LA

ZNER B BT SB AR LAY SRR A EE A B M SR i - 2
GIeRERNHEBREE] BE-_T——F1+=
A=+—BIFREER781ME - (FRNEE 5% &
R (L& o

Bt % Bl B

BHE-Z—— &+ -A=+—HBILER xEEK
BEBEAIE FFAZE AREZ10,960,0007T R E
FH4913.1% (ZE—ZTF2F : AR628,718,000
) BB REFEHAREMY TEB RKEED
FRe T EMONER R NEERFRR
BT ERERNEELE E—FRATES

RIHE IR ) ) & SRR

For the year ended
31 December

BE+t=-—A=+—81Lt

FE
2011 2010
—E2-—F —EF-FF
RMB’000 RMB’000
AR®T ARBTT
274,939 266,059
225,979 198,347
210,042 164,312
710,960 628,718




Management Discussion and Analysis

Gross Profit and Gross Profit Margin
During the year ended 31 December 2011,
price of linen yarn increased due to reviving sales of linen yarn

the average selling

products, which had relieved the burden of rising raw material prices.
Thus, the Group’s gross profit recorded a year-on-year increase
of RMB62,161,000 to RMB228,003,000 (for the year ended 31
December 2010: RMB165,842,000). Gross profit margin for the year
ended 31 December 2011 rose to approximately 32.1% (gross profit
margin for the year ended 31 December 2010: 26.4%) as the market
selling prices have been rebounding gradually and the share of high-
end products in the Group’s product portfolio has increased.

As a strategic move, the Group purchased a large amount of linen
materials in early 2011 so as to secure its supply for the whole
year. As a result, the Group was not affected when the prices of
raw materials jumped in the second half of 2011. The Group also
engaged an external professional audit firm to audit the Company’s
infrastructure projects, and continued to implement the sub-
contractors appraisal system. Internally, the Group has strengthened
internal cost assessment so as to ensure its cost advantage. Greater
efforts have also been made by the Group not only in consolidating
its domestic market, but also in developing overseas markets.

Other Income and Gains

For the year ended 31 December 2011,
net gain on foreign exchange of approximately RMB1,975,000
(for the year ended 31 December 2010: RMB7,531,000), mainly
attributable to the effect of the appreciation of Euro against RMB on
the settlement of sales to the EU, as well as the settlement of foreign
currency forward contracts.

the Group recorded a

Selling and Distribution Costs

For the year ended 31 December 2011,
distribution costs amounted to approximately RMB30,268,000
(for the year ended 31 December 2010: RMB32,125,000), which
accounted for approximately 4.3% of its turnover (for the year ended
31 December 2010: 5.1%). The decrease in selling costs was mainly

the Group's selling and

due to the decrease in transportation cost during the year.
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Administrative Expenses

For the year ended 31 December 2011, the Group’s administrative
expenses amounted to approximately RMB39,191,000 (for the
year ended 31 December 2010: RMB31,914,000), representing an
increase of approximately 22.8% as compared to the corresponding
period last year. Administrative expenses increased mainly due to the
engagement of an external consultancy to advise on optimizing the
Group’s human resource system, and the increases in staff salaries
and research and development expenses.

Finance Costs

For the year ended 31 December 2011, finance costs were
approximately RMB14,720,000 (for the year ended 31 December
2010: RMB15,152,000), representing a decrease of approximately
2.9%. The decrease in finance costs was mainly due to the decrease
of bank loans.

Share of Profits of an Associate

For the year ended 31 December 2011, share of profits of Huaning
Flax Electronic Business (Zhejiang) Co., Ltd., an associate established
on 28 December 2009 in China principally engaging in sale of
linen yarn products and provision of transaction services, was
approximately RMB17,000 (for the year ended 31 December 2010:
RMB652,000).

Profit Attributable to Owners of the Parent

For the year ended 31 December 2011, the Group recorded
a profit attributable to owners of the parent of approximately
RMB103,139,000 (for the year ended 31 December 2010:
RMB67,931,000), representing a significant increase of 51.8% as
compared with last year. The increase was primarily attributable to
the rebound of market selling prices, better control on the purchase
prices of raw materials and strengthened cost assessment.

Intangible assets

As at 31 December 2011, the Group’s intangible assets were sewage
rights granted during the year for a term of 20 years, which amounted
to RMB11,323,000 (31 December 2010: Nil). Intangible assets are
subject to amortization based on their useful lives.

For the year ended 31 December 2011, amortization of intangible
assets was approximately RMB596,000 (for the year ended 31
December 2010: Nil).
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Management Discussion and Analysis

Trade payables

As at 31 December 2011, trade payables of the Group
were approximately RMB58,349,000 (31 December 2010:
RMB117,812,000), representing a significant drop of 50.5%.
Such decrease was mainly due to the Group’s fewer purchases of
raw materials in the fourth quarter of 2011 as compared with the
corresponding period last year.

Interest-bearing bank loans

As at 31 December 2011, the Group’s interest-bearing bank loans
amounted to approximately RMB164,100,000 (31 December 2010:
RMB302,781,000), representing a significant decrease of 45.8%,
mainly reflecting the sufficient cash and bank deposits of the
Company and the decrease in interest expenses following the partial
repayment of loans during the year.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2011, the Group had net current assets
of approximately RMB333,629,000 (31 December 2010:
RMB261,101,000). The Group financed its operations with internally
generated resources and bank loans during the year ended 31
December 2011.

As at 31 December 2011, the Group had cash and bank deposits
of approximately RMB163,502,000 (31 December 2010:
RMB223,464,000). The liquidity ratio of the Group as at 31
December 2011 was approximately 221.0% (31 December 2010:
156.4%).

Total equity of the Group as at 31 December 2011 was
approximately RMB761,863,000 (31 December 2010:
RMB684,970,000).

As at 31 December 2011, the Group had bank loans repayable
within 12 months from the statement of financial position
date of approximately RMB164,100,000 (31 December 2010:
RMB302,781,000) and no long-term loans (31 December 2010: Nil).
Together they represented a gross debt gearing (i.e. total borrowings/
total equity) of approximately 21.5% (31 December 2010: 44.2%).

CAPITAL COMMITMENTS

As at 31 December 2011, outstanding contractual capital
commitments of the Group in respect of purchase of property, plant
and equipment not provided for in the annual financial statements
amounted to approximately RMB977,000 (31 December 2010:
RMB4,256,000).
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CONTINGENT LIABILITIES
As at 31 December 2011, the Group did not have any contingent
liabilities.

CHARGE OF ASSETS

As at 31 December 2011, 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 RMB48,470,000 (2010: RMB66,810,000),
RMB28,738,000 (2010: RMB6,662,000), RMB40,000,000 (2010: Nil)
and RMB37,600,000 (2010: RMB62,057,000), respectively.

MATERIAL INVESTMENTS

There was no material acquisition or disposal of the Group’s
subsidiaries and associated companies during the year ended 31
December 2011.

FOREIGN CURRENCY RISK

The Group’s transactions are mainly denominated in RMB, United
States Dollars, Euro and Hong Kong Dollars. The exchange rate
changes of such currencies were monitored regularly and managed
appropriately. Currently, the Company also has certain foreign
currency forward contracts entered into by utilizing its credit line, and
derivative financial instruments of approximately RMB1,033,000 (31
December 2010: RMB3,713,000) was recognized by the Group as
assets as at 31 December 2011.

REMUNERATION POLICY AND SHARE OPTION
SCHEME

As at 31 December 2011, the Group had a total of 2,237 employees
(31 December 2010: 2,147 employees). Total staff costs incurred for
the year ended 31 December 2011 amounted to RMB101,039,000
(for the year ended 31 December 2010: RMB68,015,000),
representing an increase of 48.6%, which was mainly because
of the increase in the number of staff, and the rise in the Group’s
remuneration during the year after taking into account its average
level of remuneration in the industry and its competitive advantages.

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.
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Management Discussion and Analysis

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 remunerations of the directors of the
Company (the “Directors”) are determined by the Board and the
remuneration committee of the Company with the mandate given by
the shareholders at the annual general meeting having regard to the
Group's operating results, individual performance and comparable
market statistics. The Group also provides both internal and external
training programmes for its employees from time to time.

The Group has also adopted a share option scheme (the “Scheme”)
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 Company granted 9,100,000 share options under the Scheme on
9 July 2010. No share option was exercised during the year ended
31 December 2011. As at the date of this report, the Company had
9,100,000 share options, representing approximately 1.46% of the
Company’s shares in issue, outstanding under the Scheme.

PROSPECTS

Although the debt crisis in Europe and the United States is still
lingering on, the Group believes that the global linen yarn industry
will remain strong in 2012, but not without a fight. Experts in the
linen textile industry are of the view that as linen fiber has naturally
supreme water absorbing, antimicrobial and UV-proof properties, the
use of linen yarn in the textile industry is becoming popular, revealing
that in the long run, the linen yarn market has huge potential. The
Group will persist in its comprehensive marketing strategies while
identifying potential countries as development targets. The Group has
planned to establish agency in Portugal as a foothold for its expansion
in international market. Meanwhile, the Group has also set India as its
focus of development in the Asia-Pacific region.

With an objective to effectively increase its share in the global
market, the Group will continue to enhance its operating efficiency
through research and development, technological upgrade and
production facility modernization. It will enlarge the share of high-
end products with high added-value in its production profile at full
steam. The Group expects the new high-end products developed
in 2011, namely polyamide linen core-spun yarn, terylene linen
blended yarn and radiation-proof yarn, to be the new engines of its
profit growth for their excellent quality.

In conclusion, the Group will devote itself to the research and
development of new high-end products with first-rate quality,
optimization of its production chain, active promotion of its brands
and expansion in markets with huge potential in order to seize every
opportunity in the industry. The Group will use its best endeavours to
achieve the best return for its shareholders.
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Flax, a natural high-performance fiber, is an abundant recyclable resource of short trophophase. Flax fiber itself is a natural compos-
ite material, a degradable organic fiber, and is recyclable and renewable. Modern industries are paying more and more attention to
the role of flax fiber in promoting the development and utilization of environment-friendly high-tech products.
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Flax is an ancient phloem fiber and oil-bearing crop. Every part of the plant is valuable and usable. Almost no waste is produced.
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Adding flax fiber to composite
materials can make composite CLOTHING
furniture which is of excellent R
performance and does not harm
the environment.
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French manufacturers have found new uses for flax fiber. Some producers of auto parts use flax
as an ecological raw material and use it in the interior \of cars. In the event of an accident, this
kind of material poses no danger to the human body. In addition, environmentally-friendly house
and composite furniture made from flax give out no noxious gases at all and echo with the
contemporary philosophy of green life.
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Paper currency, mainly made from cotton and flax fiber, is tough and neat. New notes sound

TSGR BRT REEE TR crisp when drawn and old ones are free from rough edges. More tightly integrated with ordinary
A =

" . paper fiber, paper currency is almost waterproof and remains intact even after being washed.
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The flax fiber extraction process doesn’t
produce any waste. Crushed flax stalks
can be made into tows. Tows can be used
to produce chipboard, cultivate vegetation,
and also to make active carbon.
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Flaxseed is a kind of reddish brown fruit
and features the strong flavor of nut. The
hull of flaxseed contains 6%-10% flaxseed
gum, an excellent adhesive used in leather-
ing, phamaceuticals and national
stries. Flaxseed has a high
a-3 essential fatty acid.
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Flax fiber has strong linear force. Yarns are smooth and have few

furs; thus, they don't block the knitting seams of fabrics but give RBREGRRNERIGRABLENE -
excellent air permeability. Moreover, every time linen textiles are ) ] )
CURTAINS washed, some gums on the surface of fibers will come off, leaving Flax_fiber s characterized by high
1 3 it looking cleaner. People like to use tableclothes, sheets, curtains sl.rerwgth,. high modulus, resistance to
and couch spreads made from flax decorated cloth. friction, high temperature-resistance, fast

heat dissipation, low dust absorption,
static-free, acid and alkali resistance,
and doesn’t rot easily in water. In
addition, flax fiber itself shows the
characters of composite materials. A
high degree of tropism and crystallization
makes the fiber firm and tensile, and is
suitable for being used as a thickening
fiber in composite materials. As a natural
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BTN RS © time to grow, is cheap, biologically
degradable, and easy to reclaim and
Flax fiber is very firm, feels better than, yet is lighter than fiber glass, and is reuse. It is undoubtedly the preferred
completely biodegradable. Hence, satisfactory economic benefits and ecological —_— reinforcing fiber material in our pursuit of
benefits will be attained by making battledore and other recreational products from green life and environmental protection.

the plant fiber in flax.
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Executive Directors

Mr. Ren Wei Ming (1E4£87) , aged 52, is the Chairman of the Group
and an executive Director. Mr. Ren is responsible for the overall
management of the Group and making decisions on the business
development strategy of the Group. Mr. Ren has worked in the silk
and textiles industry since 1979. He has been the chairman and
general manager of Zhejiang Kingdom Creative Co., Ltd. (“Kingdom
Creative”) since 2000. Mr. Ren started to engage in the linen yarn
manufacturing business through Haiyan Ziwei Flax Co., Ltd. (“Haiyan
Ziwei”) in December 2001 as its director. He joined the Group in
March 2003 when the first operating member of the Group, Zhejiang
Jinyuan Flax Co., Ltd. (“Zhejiang Jinyuan”) was established. He
obtained various awards including National Township Entrepreneur
awarded by the Agriculture Department. Mr. Ren is currently the vice-
president of China Bast and Leaf Fibers Textile Association, National
Excellent Young Factory Manager, Zhejiang Provincial Excellent
Entrepreneur, the vice-president of The Hong Kong General Chamber
of Textiles Ltd. and Representative of the 9th and 10th National
People’s Congress of Zhejiang Province. He is also a director of
Kingdom Investment Holdings Limited with discloseable interests in
the shares of the Company under the provisions of Divisions 2 and 3
of Part XV of the Securities and Futures Ordinance (the “SFO”). For
further details, please refer to pages 29 to 32 of this annual report.

Mr. Shen Yueming (JE#283), aged 50, is an executive Director.
He is also a director and general manager of Zhejiang Jinyuan
and a director and general manager of Jiangsu Jinyuan Flax Co.
Ltd. (“Jiangsu Jinyuan”). Mr. Shen is responsible for the day-to-day
operations and management of the Group and also takes part in the
decision making of the Group. He has been a director of Kingdom
Creative since April 2000. He was then appointed as director of
Haiyan Ziwei in December 2001, before joining the Group in March
2003.

Mr. Zhang Hong Wen (3R ) , aged 45, is an executive Director.
Mr. Zhang is the director and financial controller of Zhejiang Jinyuan
and Jiangsu Jinyuan. Before joining the Group in 2003, Mr. Zhang
was the assistant to the general manager and the head of capital
clearing division of Kingdom Creative from 2000 to 2002.
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Non-executive Directors

Mr. Ngan Kam Wai Albert (Z8£/€) , aged 62, is a non-executive
Director. Mr. Ngan is the chairman of Millionfull Company Limited,
a company incorporated in Hong Kong engaged in the trading of
linen and linen mixture fabrics. Mr. Ngan has been a member of the
Membership of the 9th and 10th Fujian Provincial People’s Political
Consultative Conference since 2003 and vice-chairman of Po Leung
Kuk since April 2010. He was the president of The Hong Kong
General Chamber of Textiles Ltd. from September 2009 to August
2011 and has been appointed permanent honorary chairman of The
Hong Kong General Chamber of Textiles Ltd. in September 2011
and a director of HuaQiao University in 2002. He joined the Group
in September 2004. He is also a director of Millionfull International
Co., Ltd which has disclosable interests in the shares of the Company
under the provisions of Divisions 2 and 3 of Part XV of the SFO. For
further details, please refer to pages 29 to 32 of this annual report.

Mr. Tse Chau Shing Mark (/%) , aged 59, is a non-executive
Director. Mr. Tse joined the Group in May 2009. He is currently an
independent business consultant and investor. Mr. Tse was previously
employed under various banking titles at The First National Bank
of Chicago (now part of JP Morgan Chase, a company listed on the
New York Stock Exchange) from 1975 to 1980, and subsequently as
a director of Hill Samuel Merchant Bank (now part of Lloyds Bank
plc, a company quoted on the London Stock Exchange) till 1987. He
was appointed as the managing director of Tractebel Pacific Limited in
1987 and remained full time in this position until 1993. Since 1994.
Mr. Tse has worked as an independent business consultant for over 20
multinational companies on different assignments. He has 18 years of
experience in advising European and US companies on joint ventures
in China and South East Asia. Among his various duties, Mr. Tse is
also senior advisor of Caledonia Investment plc, a company listed on
the London Stock Exchange and a shareholder of the Company. He
obtained bachelor and master degrees in Engineering from University
of Cambridge and a master degree in Business Administration from
University of Chicago. Mr. Tse has disclosable personal interests in
the shares of the Company under the provisions of Division 3 of Part
XV of the SFO. For further details, please refer to page 29 to 30 of this
annual report.
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Independent non-executive Directors

Mr. Yang Donghui (5% ##), aged 66, is an independent non-
executive Director. Mr. Yang has been working in the China National
Textile & Apparel Council (formerly known as the China Textile
Industry Department and China Textile General Chambers) since
1977 and is currently the vice president of this organisation. He has
been the president of the National Association of Domestic Textile
Products Industry since 1999. He has been an independent non-
executive director of Luolai Home Textile Co., Ltd. (Stock Code:
002293), a company listed on the Main Board of the Shenzhen Stock
Exchange (“SZSE”), since 7 July 2007, Hunan Mendale Hometextile
Co., Ltd. (Stock Code: 002397), a company listed on the Main Board
of the SZSE, since 5 March 2007 and Zhejiang Golden Eagle Co.,
Ltd. (Stock Code: 600232), a company listed on the Main Board
of the Shanghai Stock Exchange, since June 2008. Mr. Yang joined
the Group in November 2006. He graduated from Department of
Chemical Engineering of Tsinghua University in 1970.

Mr. Lau Ying Kit (2|3 4) , aged 39, is an independent non-
executive Director. Mr. Lau is currently the chief financial officer and
company secretary of Great Harvest Maeta Group Holdings Limited
(Stock Code: 03683), a company listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) and
a director of Adex Mining Inc. (Stock Code: ade), a listed company
in Canada. Mr. Lau is a fellow member of the Hong Kong Institute
of Certified Public Accountants and obtained a Master’s Degree in
Finance from the City University of Hong Kong. He has more than 14
years of experience in financial and accounting in China and Hong
Kong. He joined the Group in November 2006.

Mr. Lo Kwong Shun Wilson (/1) , aged 38, is an independent
non-executive Director. Mr. Lo has more than 10 years of working
experience in investment banking and advising on corporate finance.
Mr. Lo is currently an executive director and a deputy general
manager of Guotai Junan Capital Limited. Mr. Lo also had three
years of experience in the field of auditing and accounting. Mr. Lo
is @ member of the American Institute of CPA and a member of the
Hong Kong Institute of Certified Public Accountants. He obtained his
bachelor degree in commerce from University of British Columbia in
1995. He joined the Group in May 2010.
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Directors and Senior Management

COMPANY SECRETARY

Ms. Chan Ching Yi (fR5%#%) , aged 37, is the company secretary of
the Company. Ms. Chan is a member of the Hong Kong Institute of
Certified Public Accountants and a fellow member of the Association
of Chartered Certified Accountants. She has over 15 years of
experience in auditing, accounting and finance in an international
accounting firm and listed companies. She is currently the company
secretary of Zheda Lande Scitech Limited (Stock Code: 8106), a
company listed on the Growth Enterprise Market Board of the Stock
Exchange and the company secretary of ShiFang Holding Limited
(Stock Code: 1831), a company listed on the Main Board of the Stock
Exchange. Ms. Chan joined the Group in August 2010.

SENIOR MANAGEMENT

Ms. Shen Hong (L)%) , aged 45, is the internal audit controller of
the Group. She completed her professional accounting studies at
Zhejiang Long March Finance School and has more than 16 years
of experience in finance. Before joining the Group in March 2003,
she worked in Kingdom Creative as the head of finance management
department.
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It is the Board’s pleasure in presenting their annual report on the
affairs of the Group together with the audited financial statements for
the year ended 31 December 2011.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities
of its principal subsidiaries are set out in note 17 to the financial
statements.

RESULTS
The results of the Group for the year are set out in the consolidated
income statement on page 54.

DIVIDEND

At a meeting of the Board held on 16 March 2012, the Board
recommended the payment of a final dividend of HK7 cents per
ordinary share of the Company for the year ended 31 December
2011. The proposed final dividend, if approved by the shareholders at
the forthcoming annual general meeting of the Company, will be paid
to the shareholders whose names appear on the register of members
of the Company on 30 May 2012.

RESERVES
Movements in the reserves of the Group during the year are set out in
the consolidated statement of changes in equity on page 58.

DISTRIBUTABLE RESERVES

As at 31 December 2011, the Company’s distributable
reserves calculated under the Companies Law of the Cayman
Islands amounted to RMB639,470,000 (31 December 2010:
RMB630,167,000).

DONATIONS

Charitable and other donations made by the Group during the year
ended 31 December 2011 amounted to approximately RMB742,800
(31 December 2010: RMB628,000).
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SHARE CAPITAL
Details of the movements in the share capital of the Group are set out
in note 30 to the financial statements.

FINANCIAL SUMMARY
A summary of the results and of the assets and liabilities of the Group
for the last five financial years is set out on page 10.

PROPERTY, PLANT AND EQUIPMENT

During the financial year ended 31 December 2011, the Group
acquired property, plant and equipment of approximately
RMB44,331,000. Details of the movements are set out in note 14 to
the financial statements.

DIRECTORS
During the year ended 31 December 2011 and up to the date of this
report, the Directors were:

Executive Directors

Mr. Ren Wei Ming (Chairman)
Mr. Shen Yueming

Mr. Zhang Hong Wen

Non-executive Directors
Mr. Ngan Kam Wai Albert
Mr. Tse Chau Shing Mark

Independent non-executive Directors
Mr. Yang Donghui

Mr. Lau Ying Kit

Mr. Lo Kwong Shun Wilson

Report of the Directors
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Pursuant to article 87 of the Articles, one-third of the Directors for
the time being (or, if their number is not a multiple of three, then
the number nearest to but not less than one-third) shall retire from
office by rotation at each annual general meeting of the Company
provided that every Director shall be subject to retirement at least
once every three years and being eligible offer themselves for re-
election. In accordance with article 87 of the Articles, Mr. Ren Wei
Ming, Mr. Shen Yueming and Mr. Lau Ying Kit shall retire from office
by rotation at the forthcoming annual general meeting. The three
retiring Directors, being eligible, will offer themselves for re-election
as Directors at the forthcoming annual general meeting.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors who are proposed to be re-elected at the
forthcoming annual general meeting has a service contract with the
Group which is not determinable within one year without payment of
compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

No contracts of significance in relation to the Group’s business to
which the Company or its subsidiaries was a party to and in which
a Director had a material interest in, whether directly or indirectly,
subsisted at the end of the year or at any time during the year ended
31 December 2011 except as disclosed under the section headed
“Connected Transactions” below and note 35 to the financial
statements.

INDEPENDENCE OF THE INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has received from each of its independent non-
executive Directors, a confirmation of his independence pursuant to
Rule 3.13 of the Rules Governing the Listing of the Stock Exchange
(the “Listing Rules”) and the Board considers all of the independent
non-executive Directors are independent in accordance with Rule
3.13.

DIRECTORS’ REMUNERATION

The Remuneration Committee considers and recommends to the
Board the remuneration and other benefits paid by the Company to
the Directors. The remuneration of all Directors is subject to regular
monitoring by the Remuneration Committee to ensure that the levels
of their remuneration and compensation are appropriate.

Details of Directors’ remuneration are set out in note 8 to the
financial statements.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Brief biographical details of the Directors and senior management are
set out on pages 22 to 25.

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

As at 31 December 2011, the Directors and their associates had the
following interests in the shares, underlying shares and debentures
of the Company and its associated corporations (within the meaning
of the SFO, which were recorded or required to be 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 for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) as set out in Appendix 10 to the Listing
Rules:

Long positions in shares of the Company (the “Shares”)

Report of the Directors
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Total percentage of
Personal Corporate number of issued share
Name of Director Ex4B interests interests Shares held capital (%)
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HERTRE
BAESR SEER FRROAHE BOEIL%)
(K1)
Mr. Ren Wei Ming E@RAELE 10,772,000 279,200,000 289,972,000 46.58
(Note 2)
(Hrit2)
Mr. Ngan Kam Wai Albert BEEEE - 67,000,000 67,000,000 10.76
(Note 3)
(H1iz3)
Mr. Tse Chau Shing Mark AMEBEE 17,550,000 - 17,550,000 2.82
Notes: P& -
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2. Mr. Ren Wei Ming 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.
10.41%, held by Millionfull International and 2,200,000 Shares, i.e.
0.35%, held by Millionfull Company Limited.

Share options
As at 31 December 2011, no share options were granted to the
Directors or any of their associates.

Save as disclosed above, as at 31 December 2011, none of the
Directors or their associates had or were deemed to have any interest
or short position 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 or required to
be 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 year 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 is known to any Director, as at 31 December 2011, 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 or required to be
recorded in the register required to be kept under Section 336 of the

SFO:

Long positions in Shares

Name of Shareholder
BREREE

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

Kingdom Investment Holdings Limited
(I'Kingdom Investment (BVI) 1) (A#7t1)

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

Millionfull International Co., Ltd.
(IMillionfull International |) (#7%2)

Caledonia Investments plc
Caledonia Investments plc

Report of the Directors
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Notes:

1. Kingdom Investment (BVI) is owned as to 76.38% by Mr. Ren Wei
Ming, 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 31 December 2011, 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
or required to be recorded in the register required to be kept by the
Company under section 336 of the SFO.

SHARE OPTION SCHEME

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

Subject to the terms of the 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.

B & -

1. ARBRATESREIERETHBLEHES
Kingdom Investment (BVI) 76.38%F) ## &

2. FHEHITE SRR IR %L & K Ngan Chan Kattie Sau
KatZz 4= (BB £ R B) 5 5 # B Millionfull
International 51.00%%23.00% /) # = °

B EEN RZE——F+_A=1+—
B AR TEETWAL (BRARABEERTE
TTHABIN) JE  ERAR R s AE (D
A REE S R EEDZE33616E 52 Ak
BRARARGFENECMAOERIAR -

fB IR M T &
REARRKE-RER-_ZTRF+—ATAHA
BB ERRFAR ARRRMBRES (15
&) -

BIFEMGER EFGUATHER NMIALE
HERE: AEBEFNES RS BR TP
HRER - I BB H XA AATERBRAE
EHEARENARRZERTANMB LR ([EH
ALD i KAAEREEMNES EE BH-F
EAL FP el E - ZHEBH SBHAL
AEREREBA L AZEAXBIBTHROETX
BISEFENITEA RNAEBERNEE ES -
BRE-ExAL TP fER RO BB
REASARELABRA LT ERZHEBRORA




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 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 Scheme and any other schemes must not,
in aggregate, exceed 60,000,000 Shares, being 10% of the issued
share capital of the Company as at 12 December 2006, the date of
listing of the Shares, unless separate shareholders’” approval has been
obtained.

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

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 effective date of the Scheme.

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

The Company granted 9,100,000 share options under the Scheme
on 9 July 2010. No share options were exercised during the year
ended 31 December 2011. As at the date of this report, the Company
had 9,100,000 share options outstanding under the Scheme, which
represented approximately 1.46% of the Company’s Shares in issue.
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CONTROLLING SHAREHOLDERS” INTERESTS IN
CONTRACT OF SIGNIFICANCE

No contracts of significance have been entered into between the
Company or any of its subsidiaries and any controlling shareholder or
any of its subsidiaries during the year ended 31 December 2011.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year ended 31 December 2011.

MAJOR CUSTOMERS AND SUPPLIERS

During the year under review, sales to the Group’s five largest
customers accounted for approximately 21.8% of the Group’s total
sales for the year and sales to the Group’s largest customer amounted
to approximately 6.5%. Purchases from the Group’s five largest
suppliers accounted for approximately 66.0% of the total purchases
for the year and purchase from the Group's largest supplier amounted
to approximately 27.0%.

None of the Directors, their associates or any shareholder of the
Company (which to the knowledge of the Directors own more than
5% of the Company’s issued shares) had any interests in the Group’s
five largest customers or suppliers noted above.

CONNECTED TRANSACTIONS

Continuing connected transactions

During the year ended 31 December 2011, the Group entered into
the following continuing connected transactions with its connected
persons. The transactions constituted “continuing connected
transactions” for the Company under the Listing Rules.
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Lease agreement

On 20 October 2008, a lease agreement was entered into by the
Group with Kingdom Creative in respect of an office premises for a
term commencing from 1 January 2009 to 31 December 2011 at an
annual rental of RMB200,000. Kingdom Creative is an associate of
Mr. Ren Wei Ming and hence a connected person of the Company.
Rental and other terms for this lease arrangement was negotiated
between the parties on arm’s length basis with reference to the then
prevailing market rates. Details of the terms of this lease agreement
have been set out in the prospectus of the Company dated 30
November 2006 (the “Prospectus”). The transaction under this lease
agreement is exempted from all reporting, announcement and
independent shareholders” approval requirements under Chapter 14A
of the Listing Rules.

The independent non-executive Directors have reviewed the
above continuing connected transactions and confirmed that the
transactions have been entered into:

(i) in the ordinary and usual course of the business of the
Company;

(ii)  either (a) on normal commercial terms or; (b) where there is
no available comparable terms, on terms no less favorable to
the Company than terms available to or from independent third
parties; and

(iii) in accordance with the relevant agreements governing them
on terms that are fair and reasonable and in the interests of the
shareholders of the Company as a whole.

Save as disclosed in note 35 to the financial statements, there was
no other transaction which needs to be disclosed as a connected
transaction in accordance with the requirements of the Listing Rules
during the year ended 31 December 2011.
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BANK LOANS AND OTHER BORROWINGS
Particulars of bank loans and other borrowings of the Group as at 31
December 2011 are set out in note 29 to the financial statements.

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

The Company has not redeemed any of its listed shares during the
year ended 31 December 2011. Neither the Company nor any of its
subsidiaries has purchased or sold any of the Company’s listed shares
during the year ended 31 December 2011.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles and
the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands.

PENSION SCHEMES
Details of the Group’s pension scheme are set out in note 2.4 and
note 7 to the financial statements.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout the
year ended 31 December 2011.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS
Set out below is information disclosed pursuant to Rule 8.10(2) of the
Listing Rules:

As at 31 December 2011, none of the Directors nor their respective
associates had interests in businesses which compete or are likely to
compete, either directly or indirectly, with the business of the Group
pursuant to the Listing Rules, except for Mr. Ren Wei Ming (“Mr.
Ren”), who holds directorships and/or interests respectively, either
directly and/or through Kingdom Investment (BVI) (a controlling
shareholder of the Company), in certain private companies (the
“Private Companies”).
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The Private Companies are engaged in the silk and/or silk products
manufacturing and/or trading industry (the “Excluded Business”),
which are fundamentally different from the products manufactured by
the Group.

Mr. Ren undertakes, subject to the exceptions mentioned in the
Prospectus, that he will not, and will procure that his associates will
not (a) either on his own account or in conjunction with or on behalf
of any person, firm or company, directly or indirectly be interested or
involved or engaged in or acquire or hold an interest (in each case
whether as a shareholder, partner, agent, consultant, employee or
otherwise and whether for profit, reward or otherwise) in any business
which is or is about to be engaged in any business which competes or
is likely to compete directly or indirectly with the Group’s business,
those other businesses of the Group as set out in the Prospectus, in
Hong Kong, the PRC and any other country or jurisdiction to which
the Group markets or sells its products and/or in which any member
of the Group carries on business mentioned above from time to
time (“Restricted Activity”), or (b) either on his own account or in
conjunction with or on behalf of any person, firm or company, or
as a principal, shareholder, partner, agent, consultant, employee or
otherwise and whether for profit, reward or otherwise, directly or
indirectly, solicit, interfere with or endeavour to entice away from
any member in the Group any person, firm, company or organization
who to its or his knowledge is now or has been a customer, supplier
or employee of any member in the Group.

By reasons of the fact that the Excluded Business does not pose any
direct or indirect actual competition with the Group’s business and
that Mr. Ren has already given an undertaking as above referred
to, the Group is therefore capable of carrying on its business
independently of, and at arms’ length from, the Excluded Business as
described above.
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Presently, Mr. Ren has no plans to inject the aforesaid Excluded
Business into the Group.

The Company has received from Kingdom Investment (BVI) and
Mr. Ren an annual confirmation that it/he has fully complied with
its/his obligations under the deed of non-competition in favour of
the Company dated 27 November 2006 during the year ended 31
December 2011.

CORPORATE GOVERNANCE

The Group's principal corporate governance practices are set out on
pages 42 to 49.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from 14 May
2012 to 16 May 2012, both days inclusive, during which period no
transfer of shares will be effected. In order to determine who are
entitled to attend and vote at the forthcoming annual general meeting
of the Company, all transfer documents accompanied by the relevant
share certificates must be lodged with the Company’s Hong Kong
branch share registrar, Tricor Investor Services Limited at 26th Floor,
Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong for
registrations not later than 4:30 p.m. on 11 May 2012.

The register of members of the Company will be closed from 28 May
2012 to 30 May 2012, both days inclusive, during which period
no transfer of shares will be effected. In order to determine who
are entitled to the proposed final dividend, all transfer documents
accompanied by the relevant share certificates must be lodged with
the Company’s Hong Kong branch share registrar, Tricor Investor
Services Limited at 26th Floor, Tesbury Centre, 28 Queen’s Road
East, Wanchai, Hong Kong for registration not later than 4:30 p.m. on
25 May 2012. The proposed final dividend, subject to shareholders’
approval at the forthcoming annual general meeting, will be paid to
shareholders whose names appear on the register of members of the
Company on 30 May 2012.
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AUDITORS

Ernst & Young will retire and a resolution for their re-appointment as
auditors of the Company will be proposed at the forthcoming annual
general meeting.

On behalf of the Board

Ren Wei Ming
Chairman
Haiyan County, PRC, 16 March 2012
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Medicine and food are of the same source, and both can

Protect and r
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The Chinese have advocated the philosophy of “medicine and drug of the same source, and food therapy” "
since ancient timesand believe that “a balanced diet prevents diseases”. Bencao Tujing, written by Su

Song in the 11th century A.D, contains descriptions of flaxseed that has existed in the history of

mankind for more than five thousand years - “flaxseed, produced in Yan State, tastes sweet, is
lightly warm in nature and innocuous---.and can cure rheumatism”. It means flax kernel can nour-
ish the blood, dispel pathogenic wind and strengthen the liver and kidney. It can be used to cure
weakness, dizziness and constipation after medical treatment.

1
F

v @0

¥ TAERE . (F1E) —BRERTEIMNAR . “ERF
1 4 wieH o HEES  REEYW  AREX WUEH MARE
1 He" X CARAE) M- SMOR "AHIR SRR
A B ¥ AHERASE K ARPAE OF#E -
1
2 l- i In the 16th century, Chronicle of Regions made the following
' comments on the usage of flax: “Flaxseed can produce oil. The oil
is in dark green, and can be burned to give light and cooked to
produce tasteful dishes. The straws can be used as fuel and hards
L8 can be used to fertilize soil.” According to Yunnan Materia
Medica, flax root “can nurture vigor and blacken beard and hair”,
its stem can “cure arthralgia from rheumatism”, and its leaves can
“defend against diseases”.
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In Latin, flax means “the most useful”. The
medical efficacy of flax was celebrated in
ancient times. Research and clinical experi-
ments in recent years have proved the
following viewpoints:
It makes people more energetic: balances
and improves blood sugar level, enhances
endurance of muscles and enables tired
muscles to recuperate more quickly after
exercise.
It can ease the load on the heart: reduce
blood pressure and content of blood fat
whilst elevating the level of unsaturated
fatty acids, improving blood density, reduc-
ing blood viscosity, maintaining the liquidity
of blood, preventing angiemphraxis and
related diseases. In addition, it can also
prevent blood condensation, apoplexy,
heart attacks, PE and blood vessel surface
diseases.

3 It can ameliorate stagnant water symptoms:
and help kidneys discharge natrium and
water.

4 It improves the function of intestines and
organs: strengthens their absorption ability,
enhances peristalsis of intestines and
lessens constipation.

N
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COMPLIANCE WITH THE CODE ON CORPORATE
GOVERNANCE PRACTICES 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 organization 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 disclosed below, the Company has complied
with the code provisions as set out in the Code on Corporate
Governance Practices (the “Code”) contained in Appendix 14 of the
Listing Rules for the year ended 31 December 2011.

Code Provision A.2.1

Under Code Provision A.2.1 of the Code, the roles of the chairman
and chief executive officer should be separated and should not be
performed by the same individual.

During the year under review, the Company does not have any officer
with the title of “chief executive officer”. Mr. Ren Wei Ming, 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.
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.

MODEL CODE FOR DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code regarding securities
transactions by Directors on terms no less exacting than the required
standard set out in the Model Code. Having made specific enquiries
with all Directors, all the Directors have confirmed that they have
complied with the provisions of the Model Code and the Company’s
code of conduct regarding Directors’ securities transactions for the
year ended 31 December 2011 and up to the date of the Company’s
announcement of annual results for the year ended 31 December
2011.
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THE BOARD

The Board consists of 8 Directors, 3 of whom are executive
Directors, 2 of whom are non-executive Directors and 3 of whom
are independent non-executive Directors. The functions and duties
conferred on the Board include: convening shareholders’ meetings
and reporting on the work of the Board to the shareholders at
shareholders’ meetings as may be required by the applicable
laws, implementing resolutions passed at shareholders’ meetings,
determining the Company’s business plans and investment plans,
formulating the Company’s annual budget and final accounts,
formulating the Company’s proposals for dividend and bonus
distributions as well as exercising other powers, functions and duties
as conferred on it by the articles of association of the Company
(the “Articles”) and the applicable laws. The senior management is
delegated the authority and responsibilities by the Board for the day-
to-day management and operations of the Group.

The Board meets regularly to review the financial and operating
performance of the Company, and considers and approves the overall
strategies and policies of the Company.

The composition of the Board and attendance of individual Directors
at meetings of the Board, Remuneration Committee and Audit
Committee during the period under review, was as follows:

Directors =

Executive Directors BITES

Mr. Ren Wei Ming EHRREE
(Chairman of the Board) (EEEE/E)

Mr. Shen Yueming JLERRA ST

Mr. Zhang Hong Wen RIBNX KA
(Chairman of the Remuneration (FiNZEE &L /E)
Committee)

Non-executive Directors FYITES

Mr. Ngan Kam Wai Albert BREBREE

Mr. Tse Chau Shing Mark R ST

Independent non-executive Directors BYFHTES

Mr. Yang Donghui BRESE

Mr. Lau Ying Kit EEES s
(Chairman of the Audit Committee) (FEZEELE)

Mr. Lo Kwong Shun Wilson BEERE
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Meetings Attended/Held
HE/ BHRERE

Remuneration Audit

Board Committee Committee

BEEg FMEESE BEREE®
4/4
3/4

4/4 171

3/4
4/4

4/4 1/1 2/2

3/4 2/2

4/4 171 1/2
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All Board members have separate and independent access to the
Company’s senior management to fulfil their duties and, upon
reasonable request, to seek independent professional advice in
appropriate circumstances, at the Company’s expense. All Directors
also have access to the company secretary who is responsible for
ensuring that the Board procedures, and all applicable rules and
regulations, are followed. An agenda and accompanying Board/
committee papers are distributed to the Directors/Board committee
members with reasonable notice in advance of the meetings. Minutes
of Board meetings and meetings of Board committees, which records
in sufficient detail the matters considered by the Board and decisions
reached, including any concerns raised by Directors or dissenting
views expressed, are kept by the company secretary and are available
for inspection by the Directors.

Pursuant to article 87 of the Articles, one-third of the Directors for
the time being (or, if their number is not a multiple of three, then the
number nearest to but not less than one-third) shall retire from office
by rotation at each annual general meeting of the Company provided
that every Director shall be subject to retirement at least once every
three years and being eligible offer themselves for re-election.

DIRECTORS’ RESPONSIBILITY
The following statement, which sets out the responsibilities of the
Directors in relation to the financial statements, should be read
in conjunction with, but be distinguished from, the Independent
Auditors” Report on pages 52 to 53 which states the reporting
responsibilities of the Group’s auditors.

Annual Report and Accounts
The Directors acknowledge their responsibilities to prepare financial
statements for each financial year which gives a true and fair view of
the state of affairs of the Group.

Accounting Policies

The Directors consider that in preparing the financial statements, the
Group has used appropriate accounting policies that are consistently
applied, and that all applicable accounting standards have been
followed.
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Accounting Records

The Directors are responsible for ensuring that the Group keeps
accounting records which disclose with reasonable accuracy the
financial position of the Group and which enable the preparation of
financial statements in accordance with the disclosure requirements
of the Hong Kong Companies Ordinance and the applicable
accounting standards.

Safeguarding Assets

The Directors are responsible for taking all reasonable and necessary
steps to safeguard the assets of the Group and to prevent and detect
fraud and other irregularities.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Under code provision A.2.1 of the Code, the roles of the chairman
and chief executive officer 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 Wei Ming, 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. 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.

NON-EXECUTIVE DIRECTORS

Each of the non-executive Directors has entered into a service
agreement with the Company for an initial term of three years
commencing from 1 January 2010, whereas each of the independent
non-executive Directors has entered into a letter of appointment
with the Company and is appointed for an initial term of 1 year
commencing from 1 January 2012.
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REMUNERATION COMMITTEE

The Remuneration Committee considers and recommends to the
Board the remuneration and other benefits paid by the Company
to the Directors. The remuneration of all Directors is subject to
regular monitoring by the Remuneration Committee to ensure that
the levels of their remuneration and compensation are appropriate.
Throughout the year ended 31 December 2011, the Remuneration
Committee comprised one executive Director and two independent
non-executive Directors, namely Mr. Zhang Hong Wen (Chairman of
the Remuneration Committee), Mr. Yang Donghui and Mr. Lo Kwong
Shun Wilson.

In compliance with the amendments to the Listing Rules which will
become effective on 1 April 2012, Mr. Yang Donghui, an existing
member of the Remuneration Committee and an independent
non-executive Director, was appointed as the chairman of the
Remuneration Committee of the Company in place of Mr. Zhang
Hong Wen, an executive Director, with effect from 16 March 2012.
Mr. Zhang Hong Wen remains as member of the Remuneration
Committee. In the meantime, the Board adopted revised terms of
reference for the Remuneration Committee on 16 March 2012.

The Remuneration Committee shall meet at least once every year to
review the remuneration policy and structure and determination of
the annual remuneration packages of the executive Directors and the
senior executives and other related matters.

One meeting was held during the year ended 31 December 2011
and prior to the publishing of this report. At the meeting, the
Remuneration Committee reviewed the remuneration policies of the
Directors and the senior management.

NOMINATION COMMITTEE

The Nomination Committee was established by the Board on 16
March 2012 with written terms of reference in compliance with the
Code with effect from 16 March 2012. The primary functions of the
Nomination Committee are to make recommendations to the Board
on the appointment or re-appointment of Directors and succession
planning for Directors, based on skills, knowledge and experience,
to complement the Company’s corporate strategy. The Nomination
Committee comprises one executive Director and two independent
non-executive Directors, namely Mr. Shen Yueming, Mr. Lau Ying
Kit and Mr. Lo Kwong Shun Wilson (Chairman of the Nomination
Committee).
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AUDITORS’ REMUNERATION
During the year under review, the remuneration paid to the
Company’s external auditors, Ernst & Young, is set out as follows:

RENRE

Services rendered

EAZ RS

Audit services

The responsibilities of the external auditors with respect to the 2011
financial statements are set out in the section headed “Independent
Auditors’ Report” on pages 52 to 53. Save as disclosed above and in
the section headed “Independent Auditors’ Report”, the Company did
not engage Ernst & Young for any non-audit services during the year
under review.

AUDIT COMMITTEE

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
and internal control systems of the Group and to provide advice
and comments to the Board. The Audit Committee consists of three
members, namely Mr. Lau Ying Kit, Mr. Yang Donghui and Mr. Lo
Kwong Shun Wilson, of which are all independent non-executive
Directors. Mr. Lau Ying Kit, who has appropriate professional
qualifications and experience in accounting matters, was appointed
as the Chairman of the Audit Committee.

In compliance with the amendments to the Listing Rules which will
become effective on 1 April 2012, the Board adopted revised terms of
reference for the Audit Committee on 16 March 2012.

During the year under review, the Audit Committee held two
meetings. At the meeting, the Audit Committee reviewed the interim
and the final results for 2011 with the external auditors and also the
effectiveness of the Group’s internal control functions. The Audit
Committee also reviewed the Company’s progress in implementing
the corporate governance requirements as set out in the Code.
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The Directors are collectively responsible for preparing the
consolidated financial statements of the Group which have
been prepared on a going concern basis, and complies with the
requirements of the Listing Rules. There has been no disagreement
between the Directors and the Audit Committee regarding the
selection and appointment of the external auditors.

INTERNAL CONTROL

The Company has in place sound and effective internal controls to
safeguard shareholders’ investment and assets of the Company and its
subsidiaries. The Board is responsible for monitoring the effectiveness
of the Company’s internal control and risk management systems
on a regular basis so as to ensure that the internal control and risk
management systems in place are adequate.

The Company has established written policies and procedures
applicable to all operating units to ensure the effectiveness of
internal controls. The Company also has a process for identifying,
evaluating, and managing the significant risks to the achievement
of its operational objective. This process is subject to continuous
improvement and was in place throughout 2011 and up to the
date of this report. The day-to-day operation is entrusted to the
individual department, which is accountable for its own conduct and
performance, and is required to strictly adhere to the polices set by
the Board. The Company carries out reviews on the effectiveness of
the internal control systems from time to time in order to ensure that
they are able to meet and deal with the dynamic and ever changing
business environment.

The Board has conducted a review and assessment of the
effectiveness of the Company’s internal control systems including
financial, operational and compliance controls and risk management
during the year ended 31 December 2011. The assessment was made
after discussions with the management of the Company, its internal
auditors, and its internal control adviser and a review performed
by the Audit Committee. The Board is of the view that the existing
internal control system is adequate and effective.
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SHAREHOLDERS’ RIGHTS AND INVESTOR
RELATIONS

The rights of shareholders of the Company are contained in the
Articles. The Group firmly believes the importance of communicating
with the investment community and the shareholders in attaining a
high level of transparency. Since its listing, the Group has maintained
various communication channels with analysts and fund managers
such as one-to-one meetings, telephone communications, and press
releases. The general meetings of the Company provide a platform
for communication between the shareholders and the Board. The
Chairman of the Board as well as Chairmen of the Remuneration
Committee, Nomination Committee and Audit Committee or if, in
their absence, other members of the respective committees, and
where applicable, the independent board committee, are available
to answer questions at the shareholders” meetings. The Company
endeavours to provide timely and accurate information to the
investors to enhance the understanding of the investors about the
linen industry, as well as the business development strategy and
direction of the Group.

The Group will continue to maintain a close relationship with
investors and develop greater understanding about the Group for
international investors, to enhance investors’ confidence in the
Group.

TEELRRSE
BRI R IR E B

ARRH B REM N - AEBREEREE
EERRFAERNBE APRREAEESE
B AEEB EHAK USERBESITE R
EeRQEME mEE—H— 8% ERIALHE
HFER ARARMBRERASRE —EARRESE
e MBBNTR -EERIFE FMEESE
FRREZEeETREMERZBESERE X (WL
MALRFHFE) B S ERR RSN EMKE -
AERBIEEELZES (WER) BARKRAE
FRIZEBRE - ARRH ) RIREE R ERE
AE - NE—FRAREEETMITE AEEE
BERREFE M T -

AEEBERRFEKEEZTNBE KNR
BERREEHARENRRE NIERREEHAR
KBz

Kingdom Holdings Limited £Z#ZRAER A F 49



Nature Into
refined fashi

DAAERENBANAL - ZEEHERAIFRR © kingdom
RBEEFNRB2BEHETTEENDMN - LBEBAKEARN
RYIRER T FBREY RS o

TRARFABRIENSEMAAEE - 26 "HESR" WEE - CHEAZRRNER - BREXRE - BEXE
IRAMFRARNE - B2 BARNEMTORIER - B2 ERBZBMAEET  RAURHAR > X8 HmE
REWBHBE - EETRERE - FFERENSRD  SMRYERTE 2R  NESEEBMEMEZ SR -

Flax is suffused with rustic nature and humanity, and is the origin of
inspiration for fashion. Kingdom imparts its esteem for life to noble
flax and develops this gift from nature into refined fashion.

As one of the main high-class textile raw materials, flax fiber has been conferred the reputation of “Queen of Fibres”.
It features a unique style, being straight and pliant at the same time, and is sleek on the outside and refreshing on the
inside. Looking at it, it is bright and glossy but not shining or dazzling; if you touch it, it is light but not skittish. It gives
us the special impression of strength, pureness, brightness, elegance and decency. Amid the current trends of the
return to innocence and comfort and health, linen clothes are favored because of their superior qualities, comfort, air
permeability and bacteriostatic properties.
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Flax is the forerunner of mankind’s fashion. It makes dresses brilliant and has been evolving in tandem with human civilization. From clothes of the Egyptian
Pharaohs to Arabian scarves and Islamic robes - they are all made from pure and delicate linen fabrics.
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Independent Auditors’ Report
B M % A R

To the shareholders of Kingdom Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Kingdom
Holdings Limited (“the Company”) and its subsidiaries (together, “the
Group”) set out on pages 54 to 144, which comprise the consolidated
and company statements of financial position as at 31 December
2011, and the consolidated income statement, the consolidated
statement of comprehensive income, the consolidated statement
of changes in equity and the consolidated statement of cash flows
for the year then ended, and a summary of significant accounting
policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with International Financial Reporting Standards issued
by the International Accounting Standards Board and the disclosure
requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. Our report is made solely
to you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are
free from material misstatement.
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Independent Auditors Report

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditors’
judgement, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditors consider internal
control relevant to the entity’s preparation of consolidated financial
statements that give a true and fair view in order to design audit
procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as at
31 December 2011, and of the Group’s profit and cash flows for the
year then ended in accordance with International Financial Reporting
Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

Ernst & Young

Certified Public Accountants
22nd Floor, CITIC Tower

1 Tim Mei Avenue

Central, Hong Kong

16 March 2012
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Consolidated Income Statement

BHERER

Year ended 31 December 2011 B Z=F——F+=H=+—HIFFE

2011 2010
—E——F —ET—FF
Note RMB’000 RMB’000
oka AR¥T R AREF T
REVENUE A 5 710,960 628,718
Cost of sales SHE AR (482,957) (462,876)
Gross profit EF 228,003 165,842
Other income and gains Habugzs S5 5 9,403 13,806
Selling and distribution costs $HE R D KA (30,268) (32,125)
Administrative expenses THHEX (39,191) (31,914)
Other expenses =g (8,165) (3,637)
Finance costs B 75 A AR 6 (14,720) (15,152)
Share of profits of an associate FE(H —E B & A al i as 18 17 652
PROFIT BEFORE TAX RR B A % 7 145,079 97,472
Income tax expense PTG B 2 10 (41,940) (29,541)
PROFIT FOR THE YEAR FREF 103,139 67,931
Attributable to: FEAG
Owners of the parent SYNSIEZSPN 11 103,139 67,931
EARNINGS PER SHARE BAREBERERIEEA
ATTRIBUTABLE TO ORDINARY ELERER
EQUITY HOLDERS OF THE PARENT
Basic =N 13 ARM¥RMBO0.177T ARMERMBO.117T
Diluted B 13 AR¥RMBO0.17 7T AR®ERMBO.11T

Details of the dividends payable and proposed for the year are  FREMN MEERE S BRI B RAM F12HE
disclosed in note 12 to the financial statements.
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Consolidated Statement of Comprehensive Income

B EE WS X

Year ended 31 December 2011 B ZE=F——F+=H=+—HIFFE

2011 2010
—®g-——% -—T-TF
RMB’000 RMB’000

AR®TR ARBTT

PROFIT FOR THE YEAR FRERN 103,139 67,931
Exchange differences on translation of BN E M E H Z 5

foreign operations (786) (377)
TOTAL COMPREHENSIVE INCOME FRE2HEWBEEHE

FOR THE YEAR 102,353 67,554
Attributable to: JEAh

Owners of the parent BRARERA 102,353 67,554

Kingdom Holdings Limited £Z#ZRAER A F 55




Consolidated Statement

B OF Bt B AR 0 &

As at 31 December 2011 R-E——#+=-H=+—H

NON-CURRENT ASSETS

Property, plant and equipment
Prepaid land lease payments
Intangible asset

Investment in an associate
Deferred tax assets

Total non-current assets

CURRENT ASSETS

Inventories

Trade and notes receivables

Prepayments, deposits and other
receivables

Due from a related company

Derivative financial instruments

Pledged deposits

Cash and cash equivalents

Total current assets

CURRENT LIABILITIES

Trade payables

Other payables and accruals
Interest-bearing bank loans
Tax payable

Total current liabilities
NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT
LIABILITIES
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of Financial Position

31 December

31 December

2011 2010

—E——F —ET—FF

+=A +=A

=+—H =r—E

Notes RMB’000 RMB’000
Kzt AR¥ T ARETF T
14 378,226 383,433
15 34,032 34,965
16 11,323 -
18 6,069 6,052
19 7,004 3,193
436,654 427,643

20 235,995 279,434
21 149,338 120,434
22 21,972 34,959
23 - 52
25 1,033 3,713
26 37,600 62,057
26 163,502 223,464
609,440 724,113

27 58,349 117,812
28 30,947 27,592
29 164,100 302,781
22,415 14,827

275,811 463,012

333,629 261,101

770,283 688,744




Consolidated Statement of Financial Position

B O B Bk R 3R

As at 31 December 2011 R-E——#+-H=+—H

31 December 31 December

2011 2010
—E——F —E-FF
+=A +=A
=t—H =+—H
Notes RMB’000 RMB’000
it AR¥ T ARBTT
NON-CURRENT LIABILITIES FEREBEE
Deferred tax liabilities R IBEE 19 8,420 3,774
Total non-current liabilities ERBBERE 8,420 3,774
Net assets BEFE 761,863 684,970
EQUITY EH
Equity attributable to owners of BREEE AR AR
the parent
Issued capital BEITRA 30 6,272 6,272
Reserves EE 32 720,265 652,210
Proposed final dividend EEABEE 12 35,326 26,488
Total equity R 761,863 684,970

Ren Wei Ming
E#9R

Director

EF

Shen Yueming
O L%
Director

EFE
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Consolidated Statement of Changes in Equity
EHERSH X

Year ended 31 December 2011

At 1 January 2010

Profit for the year

Exchange differences on translation of
foreign operations

Total comprehensive income
for the year
Proposed final 2010 dividend
Transfer from retained profits
Equity-settled share option arrangement

At 31 December 2010 and
1 January 2011

Profit for the year
Exchange differences on translation of
foreign operations

Total comprehensive income
for the year

Final 2010 dividend declared

Proposed final 2011 dividend

Transfer from retained profits

Equity-settled share option arrangement

At 31 December 2011

R=Z2-Z£-H—H
FREA
BHRBITENEL =8

ERZENELE

A
BRI
EXER

FR2ARELEE

RZE——F+ZA=1-H

BE—T——F+-A=+—HIFE

Attributable to owners of the parent

BARERAES
Share Proposed
Issued Share Merger  Statutory option  Exchange final  Retained
capital  premium reserve reserve reserve reserve  dividend profits Total
BRE B#
BRARA  RGEE AHRE  AERE W EiEf  AORE  REEN ast
RMB000  RMB'000  RMB'000  RMB'000 ~ RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTR ARETR ARETRL ARETR ARETR ARETR ARETRL ARETRL ARETR
(note 30)  (note32)  (note32)  (note32)  (note32) (note 32)
(Wits0)  (Wat2)  (Wis2)  (Wits2)  (Wi2)  (Wis2)
6,272 268,001 196,816 35172 - (778) - 111,419 616,902
- - - - - - - 67,931 67,931
- - - - - (377) - - (377)
- - = = = (377) = 67,931 67,554
_ - - = - - 26,488 (26,488) -
= = = 9,339 = = = (9,339 =
- = = = 514 = = = 514
6,272 268,001*  196,816* 44,511% 514 (1,155)% 26488 143,523* 684,970
- - - - - - - 103,139 103,139
- - - - - (786) = = (786)
- - - - - (786) - 103,139 102,353
- - - - - - (26,488) - (26,488)
_ _ - - - - 35,326 (35,326) -
= = - 14505 = = - (14,505 =
- = = = 1,028 = = = 1,028
6272 268,001* 196,816 59,016* 1,542* (1,941)% 35326 196,831* 761,863

These reserve accounts comprise the consolidated reserves of

RMB720,265,000 (2010: RMB652,210,000) in the consolidated

statement of financial position.
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Consolidated Statement of Cash Flows
EHEERER

Year ended 31 December 2011 HZ=—F——F+=—H=+—HI FEF

2011 2010
—E2-—-fF —ZT-ZF
RMB’000 RMB’000
AR¥T T AREFT
CASH FLOWS FROM OPERATING REZFHNASKE
ACTIVITIES
Profit before tax Bk 5 B g ) 145,079 97,472
Adjustments for: FRIAR
Share of profits and losses of JEAE — A B & R F)
an associate Wz FEsa (17) (652)
Change in fair value of derivative MTESRMIARAEE
financial instruments, net EE) R 2,680 (3,713)
Equity-settled share option expense s S E BRI XX 1,028 514
Depreciation e 47,704 43,639
Amortization of prepaid land lease + 30 70 & TR AT RIB B 8
payments 867 801
Amortization of an intangible asset B EESH 596 -
(Reversal of provision)/provision FE (BEER), #E
against inventories (3,225) 2,372
Loss on disposal of items of property, LEME  BRE k& E
plant and equipment ER 1,350 —
Provision/(reversal of provision) for REEEE, (BHEER)
doubtful debts 979 (2,181)
Finance costs B 7% B AR 14,720 15,152
Bank interest income RITH B HA (2,787) (1,221)
208,974 152,183
Decrease/(increase) in inventories TEERL, () 46,664 (58,663)
Decrease in biological assets EMEERD - 561
(Increase)/decrease in trade and notes FEUNE 5 BR 3 K U 2= ik
receivables (381n) /WD (29,883) 130,235
Decrease/(increase) in prepayments, FAR R B B H fh U
deposits and other receivables IR (H#A0) 13,053 (6,370)
Decrease in trade payables e E 5 BR TR (59,463) (22,630)
Increase/(decrease) in other payables Hih N HIARTERRE A
and accruals #hn, CRd) 3,355 (3,446)
Increase in an amount due from JRE W — e B 422 /8 B SR IR A N
a related party 52 3,848
Cash generated from operations KEEBHEENRS 182,752 195,718
Income tax paid ERPEH (33,517) (5,677)
Net cash flows from operating activities ~ && EEBHNIR S R EF 5 149,235 190,041
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Consolidated Statement of Cash

EHBEETRER

Year ended 31 December 2011 B Z=F——F+=H=+—HIFFE

CASH FLOWS FROM INVESTING
ACTIVITIES

Purchase of items of property,
plant and equipment

Purchase of an item of intangible asset

Proceeds from disposal of items of
property, plant and equipment

Capital contribution in an investment in
an associate

Interest received

Decrease/(increase) in pledged deposits

Net cash flows used in investing activities

CASH FLOWS FROM FINANCING
ACTIVITIES

New bank loans
Repayment of bank loans
Dividends and interest paid

Net cash flows used in financing
activities

NET (DECREASE)/INCREASE IN CASH
AND CASH EQUIVALENTS

Cash and cash equivalents
at beginning of year

Effect of foreign exchange rates changes,
net

CASH AND CASH EQUIVALENTS
AT END OF YEAR

ANALYSIS OF BALANCES OF
CASH AND CASH EQUIVALENTS

Cash and bank balances

Non-pledged time deposits with original
maturity of less than three months
when acquired

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

2011 2010
—E——F —E-ZF
RMB’000 RMB’000
AR¥ T ARBTT
(44,331) (33,999)
(11,919) =
474 626
- (2,700)

2,787 1,221
24,457 (5,116)
(28,532) (39,968)
300,864 273,499
(439,545) (279,695)
(41,208) (15,571)
(179,889) (21,767)
(59,186) 128,306
223,464 95,517
(776) (359)
163,502 223,464
163,502 134,555

- 88,909

163,502 223,464




NON-CURRENT ASSETS

Investments in subsidiaries
Total non-current assets

CURRENT ASSETS

Amounts due from subsidiaries
Cash and cash equivalents

Total current assets

CURRENT LIABILITIES

Other payables
Amount due to a subsidiary

Total current liabilities
NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT
LIABILITIES

Net assets

EQUITY

Issued capital
Reserves
Proposed final dividend

Total equity

Ren Wei Ming
E#HR

Director

EF

Statement of Financial Position

B %5 K &

As at 31 December 2011 R-E——#+-H=+—H

31 December 31 December

2011 2010
—E——fF —E-ZF
+=ZA=+—-H +ZA=+—8
Notes RMB’000 RMB’000
Kzt ARET T AERET T
FIRBEE
R B R R MR E 17 371,249 370,221
IERBEELE 371,249 370,221
RBEE
) NGIE 24 278,195 269,251
ReRREEFEEY 26 1,870 1,688
MEBEELE 280,065 270,939
REBAE
H i fE A FRIE 28 230 407
JEAS — R BB A B 7A 24 3,800 3,800
MEAEEE 4,030 4,207
REBEEFE 276,035 266,732
EEHABERABAE
647,284 636,953
BEFE 647,284 636,953
s
BT 30 6,272 6,272
1 32 605,686 604,193
R R EIR% B 12 35,326 26,488
T 7 AR 647,284 636,953

Shen Yueming
gL
Director

EF
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Notes to Financial Statements

Bt 75 ¥R 3R B &

As at 31 December 2011 R-E——#+=-H=+—H

2.1

62 2011 Annual Report — & — — £ &£

CORPORATE INFORMATION

Kingdom Holdings Limited 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 28, Three Pacific Place, 1 Queen’s Road East, Hong
Kong.

BASIS OF PREPARATION

These financial statements have been prepared in accordance
with International Financial Reporting Standards (“IFRSs”)
(which include all International Financial Reporting Standards,
International Accounting Standards (“IASs”) and Interpretations)
issued by the International Accounting Standards Board and
the disclosure requirements of the Hong Kong Companies
Ordinance. They have been prepared under the historical cost
convention, except for derivative financial instruments which
have been measured at fair value. These financial statements
are presented in Renminbi (“RMB”) and all values are rounded
to the nearest thousand (RMB’000), except when otherwise
indicated.

2.1
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Notes to Financial Statements

2.1 BASIS OF PREPARATION (continued)

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December
2011. The financial statements of the subsidiaries are prepared
for the same reporting period as the Company, using consistent
accounting policies. The results of subsidiaries are consolidated
from the date of acquisition, being the date on which the
Group obtains control, and continue to be consolidated until
the date that such control ceases. All intra-group balances,
transactions, unrealised gains and losses resulting from
intra-group transactions and dividends are eliminated on
consolidation in full.

A change in the ownership interest of a subsidiary, without a
loss of control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognizes (i)
the assets (including goodwill) and liabilities of the subsidiary,
(ii) the carrying amount of any non-controlling interest and
(i) the cumulative translation differences recorded in equity;
and recognizes (i) the fair value of the consideration received,
(i) the fair value of any investment retained and (iii) any
resulting surplus or deficit in profit or loss. The Group’s share
of components previously recognized in other comprehensive
income is reclassified to profit or loss or retained profits, as
appropriate.

2.1

B 5 ¥R 3R Y &

As at 31 December 2011 R-E——#+-H=+—H
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Notes to Financial Statements

Bt 75 ¥R 3R B &

As at 31 December 2011 R-E——#+=-H=+—H

2.2 CHANGES IN ACCOUNTING POLICY AND

DISCLOSURES

The Group has adopted the following new and revised IFRSs for

the first time for the current year’s financial statements.

IFRS 1T Amendment

IAS 24 (Revised)

IAS 32 Amendment

IFRIC-Int 14 Amendments

IFRIC-Int 19

Improvements to
IFRSs 2010

Amendment to IFRS 1 First-time
Adoption of International
Financial Reporting Standards
— Limited Exemption
from Comparative IFRS 7
Disclosures for First-time
Adopters

Related Party Disclosures

Amendment to IAS 32 Financial
Instruments: Presentation —
Classification of Rights Issues

Amendments to IFRIC-Int 14
Prepayments of a Minimum
Funding Requirement

Extinguishing Financial Liabilities
with Equity Instruments

Amendments to a number of
IFRSs issued in May 2010

Other than as further explained below regarding the impact
of 1AS 24 (Revised), and amendments to /AS 7 included in
Improvements to IFRSs 2010, the adoption of the above new
and revised IFRSs does not have significant impact on these

financial statements.
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Notes to Financial Statements

2.2 CHANGES IN ACCOUNTING POLICY AND
DISCLOSURES (continued)
The principal effects of these new and revised IFRSs are as
follows:

(@)

(b)

IAS 24 (Revised) Related Party Disclosures

IAS 24 (Revised) clarifies and simplifies the definitions
of related parties. The new definitions emphasize a
symmetrical view of related party relationships and
clarifying the circumstances in which persons and key
management personnel affect related party relationships
of an entity. The revised standard also introduces an
exemption from the general related party disclosure
requirements for transactions with a government
and entities that are controlled, jointly controlled or
significantly influenced by the same government as
the reporting entity. The accounting policy for related
parties has been revised to reflect the changes in the
definitions of related parties under the revised standard.
The adoption of the revised standard did not have any
impact on the financial position or performance of the
Group. Details of the related party transactions, including
the related comparative information, are included in note
35 to the financial statements.

Improvements to IFRSs 2010 issued in May 2010
sets out amendments to a number of IFRSs. There are
separate transitional provisions for each standard.
While the adoption of some of the amendments may
result in changes in accounting policies, none of these
amendments has had a significant financial impact on
the financial position or performance of the Group.
Details of the key amendments most applicable to the
Group are as follows:

J IAS 1 Presentation of Financial Statements: The
amendment clarifies that an analysis of each
component of other comprehensive income can
be presented either in the statement of changes in
equity or in the notes to the financial statements.
The Group elects to present the analysis of each
component of other comprehensive income in the
statement of changes in equity.
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Notes to Financial Statements

Bt 75 ¥R R B &

As at 31 December 2011 R-E——#+-H=+—H

2.3 ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL
FINANCIAL REPORTING STANDARDS
The Group has not applied the following new and revised
IFRSs, that have been issued but are not yet effective, in these

financial statements.

IFRS 1 Amendments

IFRS 7 Amendments

IFRS 7 Amendments

IFRS 7 Amendments

IFRS 9

IFRS 10

IFRS 11

IFRS 12

IFRS 13

IAS T Amendments
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Amendments to IFRS 1 First-
time Adoption of International
Financial Reporting Standards
— Severe Hyperinflation and
Removal of Fixed Dates for
First-time Adopters’

Amendments to IFRS 7 Financial
Instruments: Disclosures —
Transfers of Financial Assets’

Amendments to IFRS 7 Financial
Instruments: Disclosures —
Offsetting Financial Assets and
Financial Liabilities*

Amendments to IFRS 7 Financial
Instruments: Initial application
of IFRS9°

Financial Instruments®

Consolidated Financial
Statements*
Joint Arrangements®

Disclosure of Interests in Other
Entities*
Fair Value Measurement*

Amendments to IAS 1
Presentation of Financial
Statements — Presentation of
ltems of Other Comprehensive
Income’

2.3

A

1= B P A

(IR Bt 5 s
R F1RZ
EETA

(EBHBEE
R BIRY
CHES

(BB BRE
A F7H2
IEETA

(B wEE

A) F7E 2 &
FIAR

(EIFR B #5 s
ZRI) 5
(BIRR Bt 5 s
ZH|) F105%
(BIBR 75 3RS
R F115%
(EIFR B #5 s
ZRI) 1258
(BIRR Bt 5 s
ZH|) F135%

(R e 2R])
F15 2B A

ERMEERERz (BRI %

AEEAY BN ST RERERIA T EBM
BRARERZ T RRERT (BIRM RS
R -

BB B 7 R
#8) Bz
1BET N B AR

(BR8] R A
BRI) —BREmE
HRR B B X HRAN
Z 12 E H A

CEIRR B 75 3R 2RI
FE7HRZAEFT A
THTA HE
—EEeHEE

(EIBREF A R
#A) B7RZIEET
Rgh T A : #5E—
HiHeHEER
A E

(BB B 7 3R 5 2
Ay 78R ZERT A
T A JIREH

(BB B 7% 2R
ERI) 9t

LA T AS

=g IR &

ezt

HEREMER
s

AR BIEEE

(R 2ER)
F1RZAERTRZSY
B E — 25
H = Bz E 52




2.3

Notes to Financial Statements

ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL
FINANCIAL REPORTING STANDARDS (continued)

IAS 12 Amendments

IAS 19 (2011)

IAS 27 (2011)

IAS 28 (2011)

IAS 32 Amendments

IFRIC-Int 20

Amendments to IAS 12 Income
Taxes — Deferred Tax: Recovery
of Underlying Assets’

Employee Benefits?

Separate Financial Statements?

Investments in Associates and
Joint Ventures?

Amendments to IAS 32 Financial
Instruments: Presentation —
Offsetting Financial Assets and
Financial Liabilities®

Stripping Costs in the Production
Phase of a Surface Mine*

! Effective for annual periods beginning on or after 1 July 2071

d Effective for annual periods beginning on or after 1 January
2012

’ Effective for annual periods beginning on or after 1 July 2012

N Effective for annual periods beginning on or after 1 January
2013

g Effective for annual periods beginning on or after 1 January
2014

o Effective for annual periods beginning on or after 1 January
2015

The Group is in the process of making an assessment of the

impact of these new and revised IFRSs upon initial application.
So far, the Group considers that these new and revised IFRSs
are unlikely to have a significant impact on the Group’s results
of operations and financial position.
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Notes to Financial Statements
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As at 31 December 2011 R-E——#+=-H=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESHBEHEE
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POLICIES

Subsidiaries

A subsidiary is an entity whose financial and operating policies
the Company controls, directly or indirectly, so as to obtain
benefits from its activities.

The results of subsidiaries are included in the Company’s
income statement to the extent of dividends received and
receivable. The Company’s investments in subsidiaries are
stated at cost less any impairment losses.

Joint venture

A joint venture is an entity set up by contractual arrangement,
whereby the Group and other parties undertake an economic
activity. The joint venture operates as a separate entity in which
the Group and the other parties have an interest.

The joint venture agreement between the venturers stipulates
the capital contributions of the joint venture parties, the
duration of the joint venture and the basis on which the assets
are to be realised upon its dissolution. The profits or losses from
the joint venture’s operations and any distributions of surplus
assets are shared by the venturers, either in proportion to their
respective capital contributions, or in accordance with the
terms of the joint venture agreement.

A joint venture is treated as:

(@ a subsidiary, if the Group/Company has unilateral
control, directly or indirectly, over the joint venture;

(b)  a jointly-controlled entity, if the Group/Company does
not have unilateral control, but has joint control, directly
or indirectly, over the joint venture;

(©) an associate, if the Group/Company does not have
unilateral or joint control, but holds, directly or
indirectly, generally not less than 20% of the joint
venture’s registered capital and is in a position to
exercise significant influence over the joint venture; or

(d) an equity investment accounted for in accordance
with IAS 39, if the Group/Company holds, directly or
indirectly, less than 20% of the joint venture’s registered
capital and has neither joint control of, nor is in a
position to exercise significant influence over, the joint
venture.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Associate

An associate is an entity, not being a subsidiary or a jointly-
controlled entity, in which the Group has a long term interest of
generally not less than 20% of the equity voting rights and over
which it is in a position to exercise significant influence.

The Group’s investment in an associate is stated in the
consolidated statement of financial position at the Group’s
share of net assets under the equity method of accounting,
less any impairment losses. The Group’s share of the
post-acquisition results and reserves of an associate is included
in the consolidated income statement and consolidated
reserves, respectively. Unrealised gains and losses resulting
from transactions between the Group and its associate are
eliminated to the extent of the Group’s investment in the
associate, except where unrealised losses provide evidence of
an impairment of the asset transferred.

The results of an associate are included in the Company’s
income statement to the extent of dividends received and
receivable. The Company’s investment in an associate is treated
as a non-current asset and is stated at cost less any impairment
losses.

When an investment in an associate is classified as held for
sale, it is accounted for in accordance with IFRS 5 Non-current
Assets Held for Sale and Discontinued Operations.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories, deferred tax assets, financial assets and non-current
assets), the asset’s recoverable amount is estimated. An
asset’s recoverable amount is the higher of the asset’s or
cash-generating unit’s value in use and its fair value less
costs to sell, and is determined for an individual asset, unless
the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets, in
which case the recoverable amount is determined for the cash-
generating unit to which the asset belongs.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESHBEME @
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POLICIES (continued)

Impairment of non-financial assets (continued)

An impairment loss is recognized only if the carrying amount
of an asset exceeds its recoverable amount. In assessing value
in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks
specific to the asset. An impairment loss is charged to income
statement in the period in which it arises in those expense
categories consistent with the function of the impaired asset.

An assessment is made at the end of each reporting period as
to whether there is any indication that previously recognized
impairment losses may no longer exist or may have decreased.
If such an indication exists, the recoverable amount is
estimated. A previously recognized impairment loss of an
asset other than goodwill is reversed only if there has been
a change in the estimates used to determine the recoverable
amount of that asset, but not to an amount higher than the
carrying amount that would have been determined (net of
any depreciation/amortization) had no impairment loss been
recognized for the asset in prior years. A reversal of such
an impairment loss is credited to the income statement in
the period in which it arises, unless the asset is carried at a
revalued amount, in which case the reversal of the impairment
loss is accounted for in accordance with the relevant
accounting policy for that revalued asset.

Related parties
A party is considered to be related to the Group if:

(@  the party is a person or a close member of the person’s
family and that person (i) has control or joint control over
the Group; (ii) has significant influence over the Group;
or (iii) is a member of the key management personnel of
the Group or a parent of the Group;

or

(b)  the party is an entity where any of the following
conditions applies;

(i)  the entity and the Group are members of the same
group;
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Related parties (continued)

(b)

(continued)

(ii)

(iii)

(iv)

(vi)

(vii)

one entity is an associate or joint venture of the
other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

the entity and the Group are joint ventures of the
same third party;

one entity is a joint venture of a third party and the
other entity is an associate of the third entity;

the entity is a post-employment benefit plan for
the benefit of employees of either the Group or an
entity related to the Group;

the entity is controlled or jointly controlled by a
person identified in (a); and

a person identified in (a)(i) has significant influence
over the entity or is a member of the key management
personnel of the entity (or of a parent of the entity).

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in
progress, are stated at cost less accumulated depreciation and
any impairment losses. When an item of property, plant and
equipment is classified as held for sale or when it is part of a
disposal group classified as held for sale, it is not depreciated
and is accounted for in accordance with IFRS 5. The cost of an

item of property, plant and equipment comprises its purchase
price and any directly attributable costs of bringing the asset to
its working condition and location for its intended use.
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POLICIES (continued)

Property, plant and equipment and depreciation
(continued)

Expenditure incurred after items of property, plant and
equipment have been put into operation, such as repairs and
maintenance, is normally charged to the income statement
in the period in which it is incurred. In situations where the
recognition criteria are satisfied, the expenditure for a major
inspection is capitalized in the carrying amount of the asset as
a replacement. Where significant parts of property, plant and
equipment are required to be replaced at intervals, the Group
recognizes such parts as individual assets with specific useful
lives and depreciates them accordingly.

Depreciation is calculated on the straight-line basis to write
off the cost of each item of property, plant and equipment to
its residual value over its estimated useful life. The principal
annual rates used for this purpose are as follows:

Plant and buildings 4.5%
Machinery 9.0%
Office equipment 18.0%
Motor vehicles 22.5%

Leasehold improvements Over the lease terms
Where parts of an item of property, plant and equipment have
different useful lives, the cost of that item is allocated on a
reasonable basis among the parts and each part is depreciated
separately. Residual values, useful lives and the depreciation
method are reviewed, and adjusted if appropriate, at least at
each financial year end.

An item of property, plant and equipment and any significant
part initially recognized is derecognized upon disposal or
when no future economic benefits are expected from its use or
disposal. Any gain or loss on disposal or retirement recognized
in the income statement in the year the asset is derecognized is
the difference between the net sales proceeds and the carrying
amount of the relevant asset.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Property, plant and equipment and depreciation
(continued)

Construction in progress represents a building under
construction, which is stated at cost less any impairment losses,
and is not depreciated. Cost comprises the direct costs of
construction during the period of construction. Construction in
progress is reclassified to the appropriate category of property,
plant and equipment when completed and ready for use.

Intangible asset

Intangible assets acquired separately are measured on initial
recognition at cost. The useful lives of intangible assets are
assessed to be either finite or indefinite. Intangible assets
with finite lives are subsequently amortized over the useful
economic life and assessed for impairment whenever there
is an indication that the intangible asset may be impaired.
The amortization period and the amortization method for an
intangible asset with a finite useful life are reviewed at least at
each financial year end. The useful life of the intangible asset of
the Group is 20 years.

Research and development costs
All research costs are charged to the income statement as
incurred.

Expenditure incurred on projects to develop new products is
capitalized and deferred only when the Group can demonstrate
the technical feasibility of completing the intangible asset so
that it will be available for use or sale, its intention to complete
and its ability to use or sell the asset, how the asset will
generate future economic benefits, the availability of resources
to complete the project and the ability to measure reliably the
expenditure during the development. Product development
expenditure which does not meet these criteria is expensed
when incurred.

Deferred development costs are stated at cost less any
impairment losses and are amortized using the straight-line
basis over the commercial lives of the underlying products not
exceeding five to seven years, commencing from the date when
the products are put into commercial production.
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POLICIES (continued)

Leases

Leases that transfer substantially all the rewards and risks of
ownership of assets to the Group, other than legal title, are
accounted for as finance leases. At the inception of a finance
lease, the cost of the leased asset is capitalized at the present
value of the minimum lease payments and recorded together
with the obligation, excluding the interest element, to reflect
the purchase and financing. Assets held under capitalized
finance leases, including prepaid land lease payments and
finance leases, are included in property, plant and equipment,
and depreciated over the shorter of the lease terms and the
estimated useful lives of the assets. The finance costs of such
leases are charged to the income statement so as to provide a
constant periodic rate of charge over the lease terms.

Assets acquired through hire purchase contracts of a financing
nature are accounted for as finance leases, but are depreciated
over their estimated useful lives.

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted
for as operating leases. Where the Group is the lessor, assets
leased by the Group under operating leases are included in
non-current assets, and rentals receivable under the operating
leases are credited to the income statement on the straight-
line basis over the lease terms. Where the Group is the lessee,
rentals payable under the operating leases net of any incentive
received from the lessor are charged to the income statement
on the straight-line basis over the lease terms.

Prepaid land lease payments under operating leases are initially
stated at cost and subsequently recognized on the straight-line
basis over the lease terms.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Investments and other financial assets

Initial recognition and measurement

Financial assets of the Group within the scope of IAS 39 are
classified as financial assets at fair value through profit or
loss and loans and receivables, as appropriate. The Group
determines the classification of its financial assets at initial
recognition. When financial assets are recognized initially, they
are measured at fair value plus transaction costs, except in the
case of financial assets recorded at fair value through profit or
loss.

All regular way purchases and sales of financial assets are
recognized on the trade date, that is, the date that the Group
commits to purchase or sell the asset. Regular way purchases
or sales are purchases or sales of financial assets that require
delivery of assets within the period generally established by
regulation or convention in the marketplace.

The Group’s financial assets include cash and cash equivalents,
pledged deposits, an amount due from a related company,
deposits and other receivables, trade and notes receivables and
derivative financial instruments.

Subsequent measurement
The subsequent measurement of financial assets depends on
their classification as follows:

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include
financial assets held for trading and financial assets designated
upon initial recognition as at fair value through profit or loss.
Financial assets are classified as held for trading if they are
acquired for the purpose of sale in the near term. Derivatives,
including separated embedded derivatives, are also classified as
held for trading unless they are designated as effective hedging
instruments as defined by IAS 39.
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POLICIES (continued)

Investments and other financial assets (continued)
Subsequent measurement (continued)

Financial assets at fair value through profit or loss (continued)
Financial assets at fair value through profit or loss are carried in
the statement of financial position at fair value with net changes
in fair value recognized in other income and gains or finance
costs in the income statement. These net fair value changes do
not include any dividends or interest earned on these financial
assets, which are recognized in accordance with the policies
set out for “Revenue recognition” below.

Financial assets designated upon initial recognition at fair
value through profit or loss are designated at the date of initial
recognition and only if the criteria under IAS 39 are satisfied.

The Group evaluates its financial assets at fair value through
profit or loss (held for trading) to assess whether the intent to
sell them in the near term is still appropriate. When, in rare
circumstances, the Group is unable to trade these financial
assets due to inactive markets and management’s intent to sell
them in the foreseeable future significantly changes, the Group
may elect to reclassify these financial assets. The reclassification
from financial assets at fair value through profit or loss to
loans and receivables depends on the nature of the assets. This
evaluation does not affect any financial assets designated at
fair value through profit or loss using the fair value option at
designation as these instruments cannot be reclassified after
initial recognition.

Derivatives embedded in host contracts are accounted for as
separate derivatives and recorded at fair value if their economic
characteristics and risks are not closely related to those of the
host contracts and the host contracts are not held for trading or
designated at fair value through profit or loss. These embedded
derivatives are measured at fair value with changes in fair value
recognized in the income statement. Reassessment only occurs
if there is a change in the terms of the contract that significantly
modifies the cash flows that would otherwise be required.
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POLICIES (continued)

Investments and other financial assets (continued)

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. After initial measurement, such assets are subsequently
measured at amortized cost using the effective interest rate
method less any allowance for impairment. Amortized cost is
calculated taking into account any discount or premium on
acquisition and includes fees or costs that are an integral part of
the effective interest rate. The effective interest rate amortization
is included in finance income in the income statement. The loss
arising from impairment is recognized in the income statement
in finance costs for loans or other expenses for receivables.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset
or part of a group of similar financial assets) is derecognized
when:

. the rights to receive cash flows from the asset have
expired;
. the Group has transferred its rights to receive cash flows

from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a
third party under a “pass-through” arrangement; and
either (a) the Group has transferred substantially all
the risks and rewards of the asset, or (b) the Group has
neither transferred nor retained substantially all the risks
and rewards of the asset, but has transferred control of
the asset.
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POLICIES (continued)

Derecognition of financial assets (continued)

When the Group has transferred its rights to receive cash flows
from an asset or has entered into pass-through arrangement,
it evaluates if and to what extent it has retained the risk
and rewards of ownership of the asset. When it has neither
transferred nor retained substantially all the risks and rewards
of the asset nor transferred control of the asset, the asset is
recognized to the extent of the Group’s continuing involvement
in the asset. In that case, the Group also recognizes an
associated liability. The transferred asset and the associated
liability are measured on a basis that reflects the rights and
obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over
the transferred asset is measured at the lower of the original
carrying amount of the asset and the maximum amount of
consideration that the Group could be required to repay.

Impairment of financial assets

The Group assesses at the end of each reporting period whether
there is any objective evidence that a financial asset or a group
of financial assets is impaired. A financial asset or a group of
financial assets is deemed to be impaired if, and only if, there
is objective evidence of impairment as a result of one or more
events that occurred after the initial recognition of the asset (an
incurred “loss event”) and that loss event has an impact on the
estimated future cash flows of the financial asset or the group
of financial assets that can be reliably estimated. Evidence of
impairment may include indications that a debtor or a group of
debtors is experiencing significant financial difficulty, default or
delinquency in interest or principal payments, the probability
that they will enter bankruptcy or other financial reorganisation
and observable data indicating that there is a measurable
decrease in the estimated future cash flows, such as changes in
arrears or economic conditions that correlate with defaults.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Impairment of financial assets (continued)

Financial assets carried at amortized cost

For financial assets carried at amortized cost, the Group first
assesses individually whether objective evidence of impairment
exists for financial assets that are individually significant,
or collectively for financial assets that are not individually
significant. If the Group determines that no objective evidence
of impairment exists for an individually assessed financial
asset, whether significant or not, it includes the asset in a
group of financial assets with similar credit risk characteristics
and collectively assessed them for impairment. Assets that
are individually assessed for impairment and for which an
impairment loss is, or continues to be, recognized are not
included in collective assessment of impairment.

If there is objective evidence that an impairment has been
incurred, the amount of the loss is measured as the difference
between the asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit losses that
have not been incurred). The present value of the estimated
future cash flow is discounted at the financial asset’s original
effective interest rate (i.e., the effective interest rate computed
at initial recognition). If a loan has a variable interest rate, the
discount rate for measuring any impairment loss is current
effective interest rate.

The carrying amount of the asset is reduced through the
use of an allowance account and the amount of the loss is
recognized in the income statement. Interest income continues
to be accrued on the reduced carrying amount and is accrued
using the rate of interest used to discount the future cash flows
for the purpose of measuring the impairment loss. Loans and
receivables together with any associated allowance are written
off when there is no realistic prospect of future recovery and
all collateral has been realised or has been transferred to the
Group.
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POLICIES (continued)

Impairment of financial assets (continued)

Financial assets carried at amortized cost (continued)

If, in a subsequent period, the amount of the estimated
impairment loss increases or decreases because of an event
occurring after the impairment was recognized, the previously
recognized impairment loss is increased or reduced by
adjusting the allowance account. If a future write-off is later
recovered, the recovery is credited to other expenses in the
income statement.

Financial liabilities

Initial recognition and measurement

Financial liabilities of the Group within the scope of IAS 39 are
loans and borrowings. The Group determines the classification
of its financial liabilities at initial recognition.

All financial liabilities are recognized initially at fair value
plus, in the case of loans and borrowings, directly attributable
transaction costs.

The Group's financial liabilities include interest-bearing bank
loans, trade payables and other payables.

Subsequent measurement
The subsequent measurement of financial liabilities depends on
their classification as follows:

Loans and borrowings

After initial recognition, interest-bearing bank loans are
subsequently measured at amortized cost, using the effective
interest rate method unless the effect of discounting would
be immaterial, in which case they are stated at cost. Gains
and losses are recognized in the income statement when the
liabilities are derecognized as well as through the effective
interest rate amortization process.

Amortized cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that
are an integral part of the effective interest rate. The effective
interest rate amortization is included in finance costs in the
income statement.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Derecognition of financial liabilities

A financial liability is derecognized when the obligation under
the liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another
from the same lender on substantially different terms, or the
terms of an existing liability are substantially modified, such
an exchange or modification is treated as a derecognition of
the original liability and a recognition of a new liability, and
the difference between the respective carrying amounts is
recognized in the income statement.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net
amount is reported in the statement of financial position if,
and only if, there is a currently enforceable legal right to offset
the recognized amounts and there is an intention to settle
on a net basis, or to realise the assets and settle the liabilities
simultaneously.

Fair value of financial instruments

The fair value of financial instruments that are traded in active
markets is determined by reference to quoted market prices or
dealer price quotations (bid price for long positions and ask
price for short positions), without any deduction for transaction
costs. For financial instruments where there is no active
market, the fair value is determined using appropriate valuation
techniques. These techniques include using recent arm'’s
length market transactions; reference to the current market
value of another instrument which is substantially the same; a
discounted cash flow analysis; and option pricing models.
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POLICIES (continued)

Derivative financial instruments

Initial recognition and subsequent measurement

The Group uses derivative financial instruments, such as
forward currency contracts, to hedge its foreign currency risk.
Such derivative financial instruments are initially recognized at
fair value on the date on which a derivative contract is entered
into and are subsequently remeasured at fair value. Derivatives
are carried as assets when the fair value is positive and as
liabilities when the fair value is negative.

Any gains or losses arising from changes in fair value of
derivatives are taken directly to the income statement,
except for the effective portion of cash flow hedges, which is
recognized in other comprehensive income.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined on the weighted average basis and,
in the case of work in progress and finished goods, comprises
direct materials, direct labour and an appropriate proportion of
overheads. Net realisable value is based on estimated selling
prices less any estimated costs to be incurred to completion
and disposal.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents comprise cash on hand and demand
deposits, and short term highly liquid investments that are
readily convertible into known amounts of cash, are subject
to an insignificant risk of changes in value, and have a short
maturity of generally within three months when acquired, less
bank overdrafts which are repayable on demand and form an
integral part of the Group’s cash management.

For the purpose of the statement of financial position, cash
and cash equivalents comprise cash on hand and at banks,
including term deposits, and assets similar in nature to cash,
which are not restricted as to use.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Income tax

Income tax comprises current and deferred tax. Income tax
relating to items recognized outside profit or loss is recognized
outside profit or loss, either in other comprehensive income or
directly in equity.

Current tax assets and liabilities for the current and prior
periods are measured at the amount expected to be recovered
from or paid to the taxation authorities, based on tax rates
(and tax laws) that have been enacted or substantively enacted
by the end of the reporting period, taking into consideration
interpretations and practices prevailing in the countries in
which the Group operates.

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their carrying
amounts for financial reporting purposes.

Deferred tax liabilities are recognized for all taxable temporary
differences, except:

o when the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in a
transaction that is not a business combination and, at
the time of the transaction, affects neither the accounting
profit nor taxable profit or loss; and

o in respect of taxable temporary differences associated
with investments in subsidiaries and an associate, when
the timing of the reversal of the temporary differences
can be controlled and it is probable that the temporary
differences will not reverse in the foreseeable future.
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POLICIES (continued)

Income tax (continued)

Deferred tax assets are recognized for all deductible temporary
differences, the carryforward of unused tax credits and any
unused tax losses. Deferred tax assets are recognized to the
extent that it is probable that taxable profit will be available
against which the deductible temporary differences, and the
carryforward of unused tax credits and unused tax losses can
be utilised, except:

J when the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition
of an asset or liability in a transaction that is not a
business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or
loss; and

o in respect of deductible temporary differences associated
with investments in subsidiaries and an associate,
deferred tax assets are only recognized to the extent that
it is probable that the temporary differences will reverse
in the foreseeable future and taxable profit will be
available against which the temporary differences can be
utilised.

The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and reduced to the extent that
it is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be
utilised. Unrecognized deferred tax assets are reassessed at the
end of each reporting period and are recognized to the extent
that it has become probable that sufficient taxable profit will
be available to allow all or part of the deferred tax asset to be
recovered.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Income tax (continued)

Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply to the period when the asset is
realised or the liability is settled, based on tax rates (and tax
laws) that have been enacted or substantively enacted by the
end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset if a
legally enforceable right exists to set off current tax assets
against current tax liabilities and the deferred taxes relate to the
same taxable entity and the same taxation authority.

Government grants

Government grants are recognized at their fair value where
there is reasonable assurance that the grant will be received
and all attaching conditions will be complied with. When the
grant relates to an expense item, it is recognized as income
over the periods necessary to match the grant on a systematic
basis to the costs that it is intended to compensate.

Revenue recognition

Revenue is recognized when it is probable that the economic
benefits will flow to the Group and when the revenue can be
measured reliably, on the following bases:

(@ from the sale of goods, when the significant risks and
rewards of ownership have been transferred to the buyer,
provided that the Group maintains neither managerial
involvement to the degree usually associated with
ownership, nor effective control over the goods sold; and

(b) interest income, on an accrual basis using the effective
interest method by applying the rate that discounts the
estimated future cash receipts through the expected life
of the financial instrument to the net carrying amount of
the financial asset.
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POLICIES (continued)

Share-based payment transactions

The Company operates a share option scheme for the purpose
of providing incentives and rewards to eligible participants who
contribute to the success of the Group's operations. Employees
(including directors) of the Group receive remuneration in the
form of share-based payment transactions, whereby employees
render services as consideration for equity instruments (“equity-
settled transactions”).

The cost of equity-settled transactions with employees is
measured by reference to the fair value at the date at which
they are granted. The fair value is determined by an external
valuer using a binomial tree model, further details of which are
given in note 31 to the financial statements.

The cost of equity-settled transactions is recognized, together
with a corresponding increase in equity, over the period
in which the performance and/or service conditions are
fulfilled. The cumulative expense recognized for equity-settled
transactions at the end of each reporting period until the
vesting date reflects the extent to which the vesting period has
expired and the Group’s best estimate of the number of equity
instruments that will ultimately vest. The charge or credit to the
income statement for a period represents the movement in the
cumulative expense recognized as at the beginning and end of
that period.

No expense is recognized for awards that do not ultimately
vest, except for equity-settled transactions where vesting is
conditional upon a market or non-vesting condition, which
are treated as vesting irrespective of whether or not the market
or non-vesting condition is satisfied, provided that all other
performance and/or service conditions are satisfied.

The Company grants the share options to its subsidiaries’
employees to exchange for their services provided to the
subsidiaries. Accordingly, in the Company’s statement of
financial position, the equity-settled share option expense,
which is recognized in the consolidated financial statements, is
treated as part of the “investments in subsidiaries”.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Share-based payment transactions (continued)

Where the terms of an equity-settled award are modified, as
a minimum an expense is recognized as if the terms had not
been modified, if the original terms of the award are met.
In addition, an expense is recognized for any modification
that increases the total fair value of the share-based payment
transaction, or is otherwise beneficial to the employee as
measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as
if it had vested on the date of cancellation, and any expense
not yet recognized for the award is recognized immediately.
This includes any award where non-vesting conditions within
the control of either the Group or the employee are not met.
However, if a new award is substituted for the cancelled award,
and is designated as a replacement award on the date that it is
granted, the cancelled and new awards are treated as if they
were a modification of the original award, as described in the
previous paragraph.

The dilutive effect of outstanding options is reflected as
additional share dilution in the computation of earnings per
share.

Retirement benefits

Pursuant to the relevant regulations, the Group has participated
in a local municipal government retirement benefit scheme
(the “Scheme”), whereby the Group is required to contribute a
certain percentage of the basic salaries of its employees to the
Scheme to fund the retirement benefits. The local municipal
government undertakes to assume the retirement benefit
obligations of all existing and future retired employees of the
Group. The only obligation of the Group with respect to the
Scheme is to pay the ongoing required contributions under the
Scheme mentioned above. Contributions under the Scheme are
charged to profit or loss as incurred. There are no provisions
under the Scheme whereby forfeited contributions may be used
to reduce future contributions.
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POLICIES (continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, i.e., assets that
necessarily take a substantial period of time to get ready for
their intended use or sale, are capitalized as part of the cost of
those assets. The capitalization of such borrowing costs ceases
when the assets are substantially ready for their intended use or
sale. Investment income earned on the temporary investment
of specific borrowings pending their expenditure on qualifying
assets is deducted from the borrowing costs capitalized. All
other borrowing costs are expensed in the period in which they
are incurred. Borrowing costs consist of interest and other costs
that an entity incurs in connection with the borrowing of funds.

Dividends

Final dividends proposed by the directors are classified as a
separate allocation of retained profits within the equity section
of the statement of financial position, until they have been
approved by the shareholders in a general meeting. When
these dividends have been approved by the shareholders and
declared, they are recognized as a liability.

Foreign currencies

These financial statements are presented in RMB, which is
the Company’s functional and presentation currency. Each
entity in the Group determines its own functional currency
and items included in the financial statements of each entity
are measured using that functional currency. Foreign currency
transactions recorded by the entities in the Group are initially
recorded using their respective functional currency rates
ruling at the dates of the transactions. Monetary assets and
liabilities denominated in foreign currencies are retranslated
at the functional currency rates of exchange ruling at the end
of the reporting period. All differences arising on settlement
or translation of monetary items are taken to the income
statement.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Foreign currencies (continued)

Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange
rates at the dates of the initial transactions. Non-monetary
items measured at fair value in a foreign currency are translated
using the exchange rates at the date when the fair value was
determined. The gain or loss arising on retranslation of a non-
monetary item is treated in line with the recognition of the
gain or loss on change in fair value of the item (i.e., translation
differences on items those fair value gain or loss is recognized
in other comprehensive income or profit or loss are also
recognized in other comprehensive income or profit or loss,
respectively).

The functional currencies of certain overseas subsidiaries are
currencies other than RMB. As at the end of the reporting
period, the assets and liabilities of these entities are translated
into the presentation currency of the Group at the exchange
rates ruling at the end of the reporting period and their income
statements are translated into RMB at the weighted average
exchange rates for the year.

The resulting exchange differences are recognized in other
comprehensive income and accumulated in the exchange
fluctuation reserve. On disposal of a foreign operation, the
component of other comprehensive income relating to that
particular foreign operation is recognized in the income
statement.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES

The preparation of the Group’s financial statements requires
management to make judgements, estimates and assumptions
that affect the reported amounts of revenues, expenses, assets
and liabilities, and the disclosure of contingent liabilities, at the
end of the reporting period. However, uncertainty about these
assumptions and estimates could result in outcomes that could
require a material adjustment to the carrying amounts of the
assets or liabilities affected in the future.

Judgements

There is no significant effect on the amounts recognized in
the financial statements arising from the judgements, apart
from those involving estimations, made by management in the
process of applying the Group’s accounting policies.

Estimation uncertainty

The key assumptions concerning the future and other key
sources of estimation uncertainty at the end of the reporting
period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year, are described below.

(@  Deferred tax assets

Deferred tax is determined using tax rates (and tax
laws) that have been enacted or substantively enacted
at the end of the reporting period, and are expected to
apply when the related deferred tax asset is realised or
the deferred tax liability is settled. Deferred tax assets
are recognized to the extent that it is probable that
future taxable profit will be available against which the
temporary differences can be utilised.

The Group’s management determines the deferred tax
assets based on the enacted or substantively enacted tax
rates and laws and best knowledge of profit projections
of the Group for coming years during which the deferred
tax assets are expected to be utilised. Management will
revise the assumptions and profit projections at the end
of the reporting period.
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Notes to Financial Statements

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)
Estimation uncertainty (continued)

(b)

Impairment of trade and notes receivables and other
receivables

Impairment of trade and notes receivables and other
receivables is made based on assessment of the
recoverability of trade and notes receivables and other
receivables. The identification of bad and doubtful
receivables requires management judgement and
estimates. Provision is made when there is objective
evidence that the Group will not be able to collect the
debts. Where the actual outcome or expectation in future
is different from the original estimate, the differences will
impact the carrying value of the receivables and related
asset impairment charge or write-back in the period in
which the estimate has been changed.

Useful lives of property, plant and equipment

The Group’s management determines the estimated
useful lives and related depreciation charges for its
property, plant and equipment. This estimate is based
on the historical experience of the actual useful lives
of property, plant and equipment of similar nature and
functions. It could change significantly as a result of
technical innovations and competitor actions in response
to severe industry cycles. Management will increase
the depreciation charge where useful lives are less than
previously estimated lives or management will write-off
or write-down technically obsolete or non-strategic assets
that have been abandoned.
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OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into one
single business unit that includes primarily the manufacture
and sales of linen yarns. Management reviews the consolidated
results when making decisions about allocating resources
and assessing the performance of the Group. Accordingly, no
segment analysis is presented.

Geographical information

(@  Revenue from external customers
An analysis of the Group’s geographical information
on revenue attributed to the region on the basis of the
customer’s location for the year ended 31 December
2011 is set out in the following table:

Mainland China A [ K e
European Union X B2
Non-European Union FERR B2
Total L]

(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
year ended 31 December 2011 (2010: Nil).

REIHER

RHRER AEERHSTES—RE—XHK
B rTEERLEREEDMY EEE
IO BEAKEERLHEARERBIELR
EREEMAHEE Rt ARETE2
553 B AT o

B B R

@@ REIIBEFUA
TREBVNAEBREBEE_ZT——F
+ - A=+—BHLEFERREAHEM
55 B[R R4 I A R b PR B )

Revenue from
external customers

5 SN EBE A
2011 2010
—g——5 —T-TF
RMB’000 RMB’000
ARBFR  ARETIT
274,939 266,059
225,979 198,347
210,042 164,312
710,960 628,718

b) FRBEE
HRASEEANEIZHERDEE
R HE ZE BRI A5 BARE -
BAEE T IERBEENIEER

EHRFEEFNER
REBEE-_T——F+-_A=+—HIFE"
TERNE -—FFETHHESEAERKA
10%E A F (ZT—T4F &) o
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As at 31 December 2011 R-E——#+-H=+—H

REVENUE, OTHER INCOME AND GAINS 5. WA -HtthzmkEas
Revenue represents the sales value of linen yarns, net of sales WA HEBE  KHBRFEER R
tax and deduction of any sales discounts and returns. HURAE A 35 & 3740 SR A& ©

An analysis of revenue, other income and gains is as follows:

Revenue
Sales of linen yarns

Other income

Bank interest income
Government grants
Others

Gains

Gain on derivative financial instruments, net
— realised

— unrealised

FINANCE COSTS

Interest on bank loans,
wholly repayable within five years
Less: interest capitalized

A
& T

H At Uy z5
RITH B WA
B f6 Bh
Hith

]
PTAESRT Bl F
—B2R

ARAFEARBEED
RITERHF R
B BEAEFE

WA H s REEa T

2011 2010
—g--5% —T-2F
RMB’000 RMB’000
AR¥ TR ARETIT
710,960 628,718
2,787 1,221
4,510 3,956

131 1,098

7,428 6,275
4,655 3,818
(2,680) 3,713
1,975 7,531
9,403 13,806

Bt 7% B 2

2011 2010
—g--% —T-2F
RMB’000 RMB’000
ARET T ARET T
15,436 15,571
(716) (419)
14,720 15,152
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As at 31 December 2011 R-E——#+-H=+—H

7. PROFIT/(LOSS) BEFORE INCOME TAX EXPENSE 7

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

Amortization of an intangible asset

Research and development (“R&D”)
expenses

Minimum lease payments under
operating leases:
land and buildings

Auditors’ remuneration

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

Foreign exchange differences, net

Gain on derivative financial instruments, net

Loss on disposal of items of property,
plant and equipment

(Reversal of impairment provision against
inventories)/write-down of inventories to

net realisable value
Provision/(reversal of provision)
for doubtful debts
Finance costs
Bank interest income
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O HE B -

BRETG BB ATER (BE)
AREER S BB ARG (GHA)

2011 2010
—ET——F —E-TF
RMB’000 RMB’000
AR®T T ARETIT
HEFERA 482,957 462,876
e 47,704 43,639
& 0 R & A RO
867 801
mEE#E 596 -
R R AR ([HE])FAX
5,308 1,881
KERER THREAEHE:

TH REF 989 1,096
1% B R BN 1,500 1,562
EERAAZ (BREEEMSE) :

TE #Fe kHEAMmET 94,435 63,239

RIREET S 5,576 4,262

DAt 4 B AR 1,028 514

101,039 68,015
SNE ZE B FER 2,677 233
PTHES R T A58 (1,975) (7,531)
HEWME BEKZRBEELBEBE
1,350 -
(FEREREED) HMRTFER
A3 A
(3,225) 2,372
RIREME (BEED)
979 (2,181)
RPN 14,720 15,152
RITH B HA (2,787) (1,221)
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As at 31 December 2011 R-ZE——#+=-H=+—H

DIRECTORS’ REMUNERATION 8.
Directors’ remuneration for the year, disclosed pursuant to the
Listing Rules and Section 161 of the Hong Kong Companies
Ordinance, is as follows:

Fees e

Hip B < -
e RMREDMNZ
R Ne R AT

Other emoluments:
Salaries, allowances and benefits in kind
Pension scheme contributions

(@  Independent non-executive directors
The fees paid to independent non-executive directors
during the year were as follows:

Mr. Yang Donghui BRBEE
Mr. Yu Chongwen CES @i
Mr. Lau Ying Kit TR E
Mr. Lo Kwong Shun Wilson BEREEE

There were no other emoluments payable to the independent
non-executive directors during the year (2010: Nil).

EEME
FERN-BEETRAUEES CRRUER)D) &
16 HERENESH2WT
2011 2010
—_E——F —E—TF
RMB’000 RMB’000
AR®T T ARETIT
516 516
3,165 2,350
66 63
3,747 2,929
(@ BIUFHTES
FRRBYIFATES SN zEem
T :
2011 2010
—E——F T F
RMB’000 RMB’000
AR®BT T AR¥EFIT
96 96
- 30
120 124
100 60
316 310

FRATEBNBLFATETZHMBHES

ZE—TF |
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As at 31 December 2011 R-ZE——#+=-H=+—H

8. DIRECTORS’ REMUNERATION (continued)

(b)  Executive directors and non-executive directors

2011 —2—-fF
Executive directors HITES

Mr. Ren Weiming EHALE
Mr. Shen Yueming 0 LibA
Mr. Zhang Hongwen RIBEX AL
Non-executive directors FWTES
Mr. Ngan Kam Wai Albert Aokt
Mr. Tse Chau Shing Mark it B s ot A
2010 —T-%F
Executive directors HITES

Mr. Ren Weiming E4ER%E
Mr. Shen Yueming VL ERRA ST 4
Mr. Zhang Hongwen RIEX LA
Non-executive directors FHITES
Mr. Ngan Kam Wai Albert BeEEE
Mr. Tse Chau Shing Mark i B B ot AE
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8. EEMEwm

b) HITEFKIIFEHRITES
Pension

scheme Total

Fees Salaries contributions remuneration
BR&5E

Be E2 e R MemsE

RMB’000 RMB’000 RMB’000 RMB’000

ARETRT AR¥ETn AR¥Tn AR¥ETxn

- 1,250 22 1,272

- 750 22 772

- 650 22 672

- 2,650 66 2,716

100 - - 100

100 - - 100

200 - - 200

200 2,650 66 2,916
Pension

scheme Total

Fees Salaries  contributions  remuneration
RIKEETE

e e HR il < Mz

RMB’000 RMB’000 RMB’000 RMB’000

ARETT AREBTT ARETT ARETR

- 1,100 21 1,121

- 700 21 721

- 550 21 571

- 2,350 63 2,413

103 - - 103

103 - - 103

206 - - 206

206 2,350 63 2,619




Notes to Financial Statements

FIVE HIGHEST PAID EMPLOYEES 9.
The five highest paid employees during the year included
three (2010: three) directors, details of whose remuneration

are set out in note 8 above. Details of the remuneration of

the remaining two (2010: two) non-director, highest paid
employees for the year are as follows:

¥e
BN ET SR
UARE a3 A5 B RE IR B S

Salaries
Pension scheme contributions
Equity-settled share option expense

The number of non-director, highest paid employees whose
remuneration fell within the following band is as follows:

Bt 75 ¥R 3R Y &

As at 31 December 2011 R-E——#+-H=+—H

IEREHFHES

FR IEERTHNEERE=2(=F—
TE:ZR)ES HMSFBIN XXM
8o FN HRTME (ZT—ZTF MB) &=
FHGFEFEEENMEFBLT

2011 2010
—_E——F —E—FF
RMB’000 RMB’000
AR®BT ARBTIT
604 854

22 31

34 17

660 902

MeRRmn TEENER=SMEESREEA
T

Number of employees

EE®H
2011 2010
=% —F-FF
Nil to RMB 1,000,000 AREZTE ARE1,000,0007T 2 2

During the year ended 31 December 2011, no directors, or any
of the non-director, highest paid employees waived or agreed to
waive any remuneration (2010: None). None of the directors,
or any of the non-director, highest paid employees was paid by
the Group as an inducement to join or upon joining the Group
or as compensation for loss of office (2010: None).

REBE_T——F+_A=+—HIEFE"
BEEEREMNERSFMIFESREIENESR
RERETAME (ZT—FF  8) AR
B EAEFXEANRSFTHIFEFREES
NS AT S| L INAREE LR AR KE
B ERERSERBERMEE (—T—TF
) o
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As at 31 December 2011 R-ZE——#+=-H=+—H

10.

INCOME TAX EXPENSE

Major components of the Group’s income tax expense for the

year are as follows:

10. FAEHMAX
AEBNENNFEHRAYEEEANT

Current — Mainland China BIVER — R B9 K e
— Charge for the year —FAXH
— Under provision in respect of —BEFEEETR
prior years
Current — Italy BN EA — B AR
Deferred AR
Total tax charge for the year FABIAX HEHE

(ii)

(iii)

98 2011 Annual Report =28 — —F F &K

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.

No provision has been made for Hong Kong profits tax
during the year ended 31 December 2011 (2010: Nil) as
the Group did not earn any assessable income for Hong
Kong profits tax purpose.

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
(“PRC").

(ii)

(iii)

2011 2010
—g-——% —T-TF
RMB’000 RMB’000

AR¥TR ARBTT

39,587 22,747
460 100
1,058 286
835 6,408
41,940 29,541

REFASHEEMEBRELEERAIR
R ARBHARARSEENR
BRLZESEH -

HRAEERBE_Z—F+=A
=+ RLEFEIERRAGRNEL
MEHOERTWA - HALERETE
NERELBEB(ZZE—FF 8) -

REIKEE PRSP B R R R AL T B
RENMBRARMER RBRTPEAR
HAE ([FE ) BREMBHARAFOE
RAEENSEEMESHEMIEL -




10.
(iii)

(iv)

Notes to Financial Statements

INCOME TAX EXPENSE (continued)

(continued)

Pursuant to the income tax rules and regulations of
the PRC (“FEIT Law”), certain subsidiaries located
in Mainland China (“Mainland China subsidiaries”)
including Zhejiang Jinyuan Flax Co., Ltd. (“Zhejiang
Jinyuan”), Jiangsu Jinyuan Flax Co., Ltd. (“Jiangsu
Jinyuan”) and Jiangsu Ziwei Flax Co., Ltd. (“Jiangsu
Ziwei”) are entitled to a tax holiday of a tax-free
period for two years from their first profit-making year
of operations and thereafter, they are subject to PRC
enterprise income tax at 50% of the applicable income
tax rate for the following three years (“Tax Holidays”).
The years of 2003, 2005 and 2008 are the first profit
making year for Zhejiang Jinyuan, Jiangsu Jinyuan and
Jiangsu Ziwei, respectively.

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 Zhaosu Jindi Flax Co., Ltd. (“Zhaosu
Jindi”) which is engaged in preliminary processing of
agriculture products and is exempted from PRC income
tax. Pursuant to the transitional arrangement under the
Corporate Income Tax Law, Jiangsu Ziwei will continue
to enjoy 50% reduction on the applicable income tax
rate under the Corporate Income Tax Law until the expiry
of the Tax Holidays previously granted under the FEIT
Law as at 31 December 2012, and thereafter will be
subject to the unified rate of 25%.

Pursuant to the rules and regulations of Italy, the Group is
subject to an income tax rate at 31.4%, which comprise
of the Italy Corporate Income Tax at 27.5% and ltaly
Regional Income Tax at 3.9%.

Bt 75 ¥R 3R Y &

As at 31 December 2011 R_-ZE——#F+_-H=+—H

10. FIBHMAX W

(iii)

(iv)

(%)

RIB B TS R B AR R (90
BB RE B TR BEARES
BB ([FEAEHBRR] &
EMIeTSmMARRDR (DTE
T]) IgEThMARAR (DI
7)) BT EBR D MAR AR ([T
BRI ZERERENEEE
MEZEMFERLBEERMSHR ME
& = FIE R TSR R 850%58
PEIMEMEH 2 BRER ([HUE
BH) T & 7T T8 & 7T KT &R
KB EEENFESHR_TE=
F —_TFEAER_FTFTNF-

FTEZEARKKRAEELRE R
ER_ZZALF=A+RNEER E
hRBT (FREGEMETE) (T1
EREHREAD) YR -_FTTNEF—H
—HAEM-RBEEMEHERE
B-ZEEN\F—A—Hi - AEEH
BAREM B A R E A R K — A
25% ERRER ST MA R AR ([6
ga)BRIN ZAREEREMN
PIINTET  ER BB P BIAEH
RIFEEABTOENER R T - IT#
EEMBRIBEEERMERZIEEZTEE
AR EE BEEZAREIN
BRAEENREBERRN —FT——
FH+-—A=+—HBHmARIL H&A
RIF— B R25% M

RIFBAFNRAEER  NEE AR
TG E314%AT EFBEEKX
A1 2 P75 Hi (Italy Corporate Income
Tax)27.5% & B K H & P 15 B (Italy
Regional Income Tax)3.9% °
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As at 31 December 2011 R-ZE——#+=-H=+—H

10. INCOME TAX EXPENSE (continued)
(iv)  (continued) (iv)
A reconciliation of the tax expense applicable to profit
before tax at the statutory rate for the jurisdiction in
which the Company and its subsidiaries are domiciled to
the tax expense at the effective tax rate is as follows:

10. FIBHMAX w

(%)

BARB REWERBMENBEE
BEHE R YR TE B R AT BB AR BR DAY
A RIAR B ERREGFE
BB IR R ST R S ER AT -

2011 2010
— —F-FF
RMB’000 RMB’000
AR¥TR ARETT
Profit before tax BR 7% Al 7l 145,079 97,472
Tax at an applicable tax rate of 25% &3 F f925%% K&t E BT 18 36,270 24,368
Effect of different tax rates HEEzERFE (4,059) 285
Under provision in respect of BEFERBTR
prior years 460 100
Share of profits and losses of an FEAE —fE Bt R Bl e e R B 18
associate ) (163)
Expenses not deductible for tax AT R X 2,700 1,835
Tax credit arising from additional HR B B /& 2 R B 3% T S2 N gt
deduction of R&D expenditures of ~ FIBREALMFIEK B
a PRC subsidiary (662) -
Tax losses utilised from prior years PHRBEFENHIEEE (716) (2,714)
Tax effect of unused tax losses and KRR ARB A IHEE K ATE N
deductible temporary differences EREZANRBEE
not recognized 2,221 2,056
Deferred tax liability on KHNBRELENELCHERE
withholding tax 5,730 3,774
Total charge for the year FAXHERE 41,940 29,541
11. PROFIT ATTRIBUTABLE TO OWNERS OF THE 1. BATHERE AEGERR

PARENT

The consolidated profit attributable to owners of the parent
for the year ended 31 December 2011 includes a loss of
RMB1,408,000 (2010: loss of RMB2,381,000) which has been
dealt with in the financial statements of the Company (note

32(b). 32(b))
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BE-_Z——+-_A=+—HILtEE-
NElEB ANEEEHENBIEERARQ A
R BRAETIE A K% 1,408,000T (=
T—2F: FiBARK2,381,000T) (ME

o




12.

13.

Notes to Financial Statements

DIVIDEND

Proposed final — HK7 cents
(2010: HK5 cents) per ordinary share

At a meeting of the Board held on 16 March 2012, the Board
recommended the payment of a final dividend of HK7 cents
per ordinary share totalling approximately RMB35,326,000
for the year ended 31 December 2011, which is subject to the
approval of the Company’s shareholders at the forthcoming
annual general meeting.

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

The calculation of basic earnings per share is based on the
profit for the year attributable to ordinary equity holders of the
parent and the weighted average number of ordinary shares of
622,500,000 (2010: 622,500,000) in issue during the year.

The calculation of diluted earnings per share is based on the
profit for the year 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 year, 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.

No options were exercised during the year ended 31
December 2011.

12.

13.

Bt 75 ¥R 3R Y &

As at 31 December 2011 R-E——#+-H=+—H

RE RS — SR BB
—T—TF ML)

RE
2011 2010
—g-—-5 -T-%f
RMB’000 RMB’000
ARBFRE  ARETE
35,326 26,488
35,326 26,488

R-E——F=ZfF+BEIZ2EFTESE
Lt ERedarEHE T ——F 1+ A
=+ —HIEFERARESR L BB
il & H£ 49 AR #35,326,0007T ' BEFEARQ
RIRERREERFAFAS EH4 & FA{E

B

BRAEERESSEARGEER
EXRBERER

BREABFTIBEG QR LEREDS
EAEGBFERNEFNRFRE BT L RER
hn4E F 15 #622,500,0000% ( =T — T4
622,500,0004% ) 51 & °

BREERNDRES AR L BRERTE
ANEEFERENGTE - 5 BER 2 B @R
BB FARRTERRHAE (HEFE
BREABMMAERERR) ARBRE
MEEEE BB GEAETRA LIRS
BEREEERT BB INE IR

RBE-ZT——F+-RA=+—BILLFEL
EITEBRE-
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As at 31 December 2011 R-ZE——#+=-H=+—H

13. BASIC AND DILUTED EARNINGS PER SHARE 13. BRREEREZEEAELMER
ATTRIBUTABLE TO ORDINARY EQUITY EXR#ERA @

HOLDERS OF THE PARENT (continued)

The calculations of basic and diluted earnings per share BRERNREFSBANGTERNT :

are based on:

2011 2010
—2——fF —E-TF
RMB’000 RMB’000
AR¥T ARETT
Earnings 2R
Profit attributable to ordinary equity holders ~ F{EFt E &R EAR K&
of the parent used in the basic and HERNNE AR ERR
diluted earnings per share calculation A ARIEEN 103,139 67,931
Number of shares
R% 8B
2011 2010
= —E-TF
000 ‘000
TR TR
Shares g
Weighted average number of ordinary shares Fi{F#T & SRR E A Z |8 F A
in issue during the year used in the basic B EITE BRI T E
earnings per share calculation 622,500 622,500
Effect of dilution — weighted average BEYE L ERNET
number of ordinary shares:
Share options B A 1,997 =
624,497 622,500
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Notes to Financial Statements

BF 75 R R MY RE

As at 31 December 2011 R-E——#+-H=+—H

PROPERTY, PLANT AND EQUIPMENT 14. ME - BERRKE
Plant and Office Motor Leasehold  Construction
buildings Machinery equipment vehicles  improvements in progress Total
FiE REEY I N nE BENEEE EETR CES

RMB000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB000
ARETL  ARETT ARETR ARETT ARETR AREBTRT ARETR

31 December 2011 “E——5+-A=1-H
At31 December 2010 and i 3
at 1 January 2011: TZRA=+-BER
—ET——5-f-R:
Cost KA 156,381 379,816 13,826 6,099 7,448 22,714 586,284
Accumulated depreciation 2ithhe (34,219) (156,721) (8,528) (2,003) (1,380) - (202,851)
Net carrying amount REFE 122,162 223,095 5,298 4,09 6,068 2,714 383,433
At 1 January 2011, net of W=E——%—f—H"
accumulated depreciation gl S 122,162 223,095 5,298 4,09 6,068 2,714 383,433
Additions "E 6,003 6,862 1,114 1,169 860 28,303 44,331
Depreciation provided during the year 4 /957 % & (8,415) (35,515) (1,674) (1,308) (792) = (47,704)
Transfers B 8,526 29,338 1,836 500 - (40,200 -
Disposals L& (132) (1,655) (37) - - - (1,824)
Exchange realignment B S AR - ) 6) = = = (10)
At 31 December 2011, net of R-ZE—%
accumulated depreciation +ZA=+-H:
B EGHE 128,144 222,141 6,531 4,457 6,136 10,817 378,226
At31 December 2011: RZZ——4%
+-A=+-B:
Cost A 170,698 412,856 16,471 7,768 8,307 10,817 626917
Accumulated depreciation ZitHE (42,554) (190,715) (9,940) (3,311) 2,171) - (248,691)
Net carrying amount REFE 128,144 222,141 6,531 4,457 6,136 10,817 378,226
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As at 31 December 2011 R-ZE——#+=-H=+—H

14. PROPERTY, PLANT AND EQUIPMENT (continued)

14. YE - BERZE@®

Plant and Office Motor Leasehold  Construction
buildings Machinery equipment vehicles  improvements in progress Total
FiE REEY I N nE BENEEE ERIR CES
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  AR%ETR  ARETFT ARBTT ARETR ARETR  ARET:
31 December 2010 “E-EET-RA=1-H
At 1 January 2010: R=F-FF-—H-R:
Cost KA 153,649 372,457 13,892 2,804 7,408 4,216 554,486
Accumulated depreciation and ZiHTERAE
impairment (26,146) (126,513) (6,553) (1,343) (633) - (161,188)
Net carrying amount REFE 127,503 245,944 7,339 1,521 6,775 4216 393,298
At 1 January 2010, net of R-Z-ZE-F—AR:
accumulated depreciation and B2 ERAE
impairment 127,503 245,944 7,339 1,521 6,775 4,216 393,298
Additions AE 2,132 1,589 262 3,358 42 27,035 34,418
Disposals irk:3 - (583) (32) (1) - - (626)
Depreciation provided FRFTERE
during the year (8,073) (31,784) (2,263) (772) (747) - (43,639)
Transfers £ 600 7,937 - - - (8,537) -
Exchange realignment R = ©) ) = @ - (18)
At 31 December 2010, net of WZE-%F
accumulated depreciation and TZR=+-8H"
impairment Nk 2 RERAE 122,162 223,095 5,98 4,09 6,068 22,714 383,433
At 31 December 2010: RZZ-%%
TZRA=+-B:
Cost R 156,381 379,816 13,826 6,099 7,448 22,714 586,284
Accumulated depreciation and LA RERAE
impairment (34,219) (156,721) (8,528) (2,003) (1,380) - (202,851)
Net carrying amount RAFE 122,162 223,095 5,298 4,09 6,068 22,714 383,433

As at 31 December 2011, the Group's property, plant and
equipment with a net carrying amount of approximately
RMB48,470,000 (2010: RMB66,810,000) were pledged to

Mt 29T E R =T ——F+ = A
=+t H AXEEBEEFEHNARK
48,470,000t (Z & —ZF | AR
66,810,00070) B ¥ 5 - = s B 1E R

secure bank loans granted to the Group as set out in note 29(i).
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As at 31 December 2011 R-E——#+-H=+—H

15. PREPAID LAND LEASE PAYMENTS 15. ENHEERIE
31 December 31 December
2011 2010
—E——F —ET—=2F
t=RA=+—-B +ZA=+—H
RMB’000 RMB’000
AR¥TR ARETT
Cost: B :
At beginning and end of year FRER 40,408 40,408
Accumulated amortization: RET -
At beginning of year F1 (4,642) (3,841)
Charge for the year FAHH (867) (801)
At end of year FR (5,509) (4,642)
Carrying amount at end of year FARKREE 34,899 35,766
Current portion included in prepayments, & ATE - #& K&
deposits and other receivables H e USRI B R 47 (867) (801)
Non-current portion FEMBEB M 34,032 34,965
As at 31 December 2011, the Group’s prepaid land lease WM 298 - R_T——F+=A
payments with a net carrying amount of approximately E+-—B AEEREFEEHNAREK
RMB28,738,000 (2010: RMB6,662,000) were pledged to 28,738,0007T (—ZZ—Z4F | AR¥+6,662,000
secure bank loans granted to the Group as set out in note 29(i). TTMANEERBSERM ERAE
BERBITE RO ER-
Lease prepayments represent costs paid to the PRC land bureau HE TR R R B L0 E IR B ARG
in obtaining land use rights in respect of land located in L7 AP B R P By £ 3 O - 3 50 PR R A AR AS
Mainland China with a lease period of 50 years when granted. ERENESHR50F -

Kingdom Holdings Limited € Z#ZRER A7 JNIIL)
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Bt 5 ¥R 3R B &

As at 31 December 2011 R-ZE——#+=-H=+—H

16. INTANGIBLE ASSET

At 1 January 2011, net of accumulated amortization

Additions
Amortization provided during the year

At 31 December 2011, net of accumulated amortization

At 31 December 2011:
Cost
Accumulated amortization

Net carrying amount

17. INVESTMENTS IN SUBSIDIARIES
Company

Unlisted shares, at cost
Capital contribution in respect of
employee share-based compensation

106 2011 Annual Report =28 — —F F &K

16. BLEE

W=B——F—A—H"

i R
it
RS

OBR R AT 55

RZE——F+=A=+—8:

DN
REtH#H
FRmEFE

R=ZF——Ft+ZA=1t—8"

17. RNBARNERE
EN|

JE LA R A
B B R 8 AN 1 3R
fENHE

Certified
emission rights
R P RE
RMB’000
AREFT

11,919
(596)

11,323
11,919

(596)

11,323

31 December 31 December
2011 2010
—E——F —E—FF
t=A=+-8 +=A=+-A
RMB’000 RMB’000
AR¥ T ARET T
370,221 370,221

1,028 -

371,249 370,221




17.

INVESTMENTS IN SUBSIDIARIES (continued)

Notes to Financial Statements

Particulars of the principal subsidiaries as at 31 December

2011 are as follows:

Name of company

DAER

Overseas Kingdom Limited

Overseas Kingdom Limited

Kingdom Group Holdings Limited
(“Hong Kong Kingdom”)

TEEEERERAR
([BEgE])

Asia Harvest Enterprises Limited

i L) NG

Zhejiang Jinyuan Flax Co., Ltd.

HTETDMERAR

Jiangsu Jinyuan Flax Co., Ltd.

IHETEMERAR

Jiangsu Ziwei Flax Co., Ltd.

THERTMAERAR

Zhaosu Jindi Flax Co., Ltd.

BHESHTMARDT

Kingdom Europe S.R.L.

Kingdom Europe S.R.L.

Nominal value of

Place and date issued ordinary/

of incorporation/ registered

establishment share capital

BRTEER/

MY, BB R A HEMRAHE

British Virgin Islands (“BVI") HK$0.01/HK$500
26 July 2006

E@ELES ([BVI]) 0.01787T,/500 7

—EERFLA-FRA

Hong Kong, China HK$1,250,000

10 September 2004

PEEB 1,250,000 7T
“EFENEAATA

Hong Kong, China HK$1/ HK$10,000

10 November 2005
HEEE
“ZZRF+—A+H

177T,/10,0005 7T

PRC US$36,320,000
18 March 2003
i 36,320,0003 7T

ey AV =!

PRC US$11,500,000
17 October 2003
H 11,500,000 75

—TE=Ft+A+tH

PRC US$10,000,000
26 October 2006
H 10,000,000 7

“EEAETA AR

PRC RMB30,000,000
23 May 2007
H AE30,000,0007C

—EELFRAZ+Z=H

Italy EUR502,646
7 September 2007

EYN 502646470
“ZZLENALR

17.

Bt 75 ¥R 3R Y &

As at 31 December 2011 R-E——#+-H=+—H

RHEBRARNERE @
N-ZE——F+_A=1t—HHFEMNEA

BT

Percentage of equity

attributable to the Company

Principal activities

FAREEREEIL FEXEHK
Direct Indirect
B %
100% - Investment holding
100% - REER

100%  Investment holding

100% HEER

100%  Trading

100% &5

100%  Manufacture and sale of
linen yarns

100% EERBEDMY

100%  Manufacture and sale of
linen yarns

100% HEREETRY

100%  Manufacture and sale of
linen yarns

100% EERBE DY

100%  Manufacture and sale of
linen yarns

100% SERBEETMY

100%  Trading

100% Z5

Kingdom Holdings Limited € Z#RER 27 W
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As at 31 December 2011 R-ZE——#+=-H=+—H

18. INVESTMENT IN AN ASSOCIATE

18. R—HEBERTNRE

108 2011 Annual Report =28 — —F F &K

Share of net assets

eI EEFE

The Group holds an 18% equity interest in an associate,
namely Huaning Flax Electronic Business (Zhejiang) Co., Ltd.,
which was established on 28 December 2009 in the PRC with
registered capital of RMB30,000,000. The principal business
of the associate is sale of linen yarn products and provision
of transaction services. Although the Group holds less than
20% of the voting power of the associate, the Group exercises

significant influence as a member of its board of directors.

Particulars of the principal associate are as follows:

Particulars of

Name issued shares held

B RT

£ B 10515

Zhejiang Huaning Flax Electronic RMB30,000,000
Business Co., Ltd. (“Huaning Flax”)

ATERGME FEEERA R AR

(270D 30,000,0007T

Place of
incorporation/
establishment

A&,
B SL t B

PRC

R E

The financial statements of this company for the year ended
31 December 2011 were not audited by Ernst & Young, Hong
Kong or another member firm of the Ernst & Young global

network.

31 December

31 December

2011 2010
—F——F —T-FF
t=ZA=+—-HB +=ZA=+—H
RMB’000 RMB’000
AR®T ARBTT
6,069 6,052

AEBIF A E QR BT LE R i E T s
ERAAIN8%MBRE ER ST NF+=
A=+ NBRFEK  sEMEREARE
30,000,0007T ° 7z B & A M £ B X A H
EnMYERRRER PR BEANEE
BEZEE QRN EETE20% AL
BEEaHEEeNERTFEATE -

ZEBBEQRRFBOT

Percentage of
ownership
interest
attributable to
the Group
AEEAES
BEEER
B

Principal activities

TEREH

18%  Sale of linen yarn products
and provision of
transaction services

18%  HEZMYERREHR
R 5 R

SARME=E——FT-A=T—ALF
R IR LI BB RA R B E BT
AR BB R B ARE e




18.

19.

Notes to Financial Statements

INVESTMENT IN AN ASSOCIATE (continued)
The following table illustrates the summarised financial
information of the Group’s associate extracted from its financial

statements:

Assets
Liabilities
Revenue
Profit

DEFERRED TAX

BE
BfE
WA

el

The movements in deferred tax assets and liabilities of the

Group during the year are as follows:

Deferred tax assets:

At 1 January 2010

Deferred tax creditec/(charged)
to the income statement during
the year

At at 31 December 2010 and
1 January 2011

Deferred tax creditec/(charged)
to the income statement during
the year

At at 31 December 2011

Bt 75 ¥R 3R Y &

As at 31 December 2011 R-E——#+-H=+—H

18. R—EBEQATINERE @
TRETAEEBREN NS BEERE

Thfask B EM B M -
2011 2010
- —T-FF
RMB’000 RMB’000
AR® TR ARBTT
33,438 45,497
275 11,877
12,880 56,425
92 3,622

19. EZEHIE
AEBETHELERABREANS

mr
FEERBEE:
Depreciation
Loss available in excess
for offsetting Allowance Provision  Elimination of of related
against future for doubtful against unrealised  depreciation
taxable profit Accruals debts inventories profits allowance Total
T REHE ER
RRERB BHEARE HEiE
pgill:] BRER RiRBE FERE wf  BENEE &t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETT ARETR ARETR ARETRT ARMTRT  ARETR
R-F-FF-H—H 3,184 403 974 726 335 205 5,827
ERzABRR/ (BEEXR
) BT HA
(2,746) 1,483 (946) (358) 091 170 (1,706)
REB-BET-A=1-H
k=Z—%-f—-A 438 1,886 28 368 1,026 375 4121
ERFARRR/ (ABEEX
) BT HA
(438) 1,607 470 049 498 355 314
RZF——F
+ZA=+-AH - 3,493 498 1,017 1,524 730 7,262

Kingdom Holdings Limited € Z#RAER A7 RLY
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As at 31 December 2011 R-ZE——#+=-H=+—H

19. DEFERRED TAX (continued)

Deferred tax liabilities:

At 1 January 2010

Deferred tax charged/(credited)
to the income statement during
the year

At 31 December 2010 and
1 January 2011

Deferred tax charged/(credited)
to the income statement during
the year

At 31 December 2011

Pursuant to the Corporate Income Tax Law, a 10% withholding
tax is levied on dividends declared to foreign investors from the
foreign investment enterprises established in Mainland China.
The requirement is effective from 1 January 2008 and applies to
earnings generated after 31 December 2007.

110 2011 Annual Report — & — —F &£

19. EZEBIE @)

ELERARE:
Withholding
tax on
undistributed Fair value  Depreciation
profits of gain on allowance
the Mainland derivative in excess
China financial of related
subsidiaries  instruments  depreciation Total
) KR
HERR EREEN
RDMER FTEEMIE FABREN
MENK DAEEKS £ CEL
RMB’000 RMB’000 RMB’000 RMB’000
ARBETT AREBTT ARETT ARBTRE
R-Z—FF—H—H - - - =
FRBRRRNE,/
(FIABZR)WEL
BE 3,774 928 - 4,702
R-ZE—ZTF+_H
=T—BRkZE——%
—A—H 3,774 928 - 4,702
FREBRRRNE,/
(FEABHER) 0IRT
B 4,103 (670) 543 3,976
RZF——F+=A
=t—A 7,877 258 543 8,678

—EFT

— ==

RIBEEMEVOE - £ BIAEER AL
SIERECETIRTHEREENRER
HBU10%R A - AR TE B
A—RREAEX XEAR
=t RRELEMNAN-

—EENF—
+t&F+_A




19.

DEFERRED TAX (continued)

For presentation purposes, certain deferred tax assets and
liabilities have been offset in the statement of financial position.
The following is an analysis of the deferred tax balances of the
Group for financial reporting purposes:

Deferred tax of the Group as at 31 December 2011 and 2010

relates to the following:

Deferred tax assets arising from:

— Allowance for doubtful debts

— Provision against inventories

— Elimination of unrealized profits

— Loss available for offsetting
against future taxable profit

— Accruals

— Depreciation in excess of related
depreciation allowance

Notes to Financial Statements

Bt 75 ¥R 3R Y &

As at 31 December 2011 R-E——#+-H=+—H

19. EZEBIE @)

RIE2IZA FTELERAEERARED
RN R AL H - BIEM 2]
AEBENBELCHBLHOITAOT

AEBR_ZE——FR_ZFT—ZTF+_A

=t HEEHRARTISHEH

T SHELENRERAEE

—REREB

—FEERE

— I SH R IR g A

— Al AR SH R SR B AR AR
S ) B B 18

—TAIREM

—rEBLARITERER
T8

31 December 31 December
2011 2010
—E——F —E-FTF
+=ZBA=+—H +=—A=+—H
RMB’000 RMB’000
AR¥ETR ARET T
498 28

1,017 368

1,524 1,026

- 438

3,493 1,886

730 375

7,262 4,121

Kingdom Holdings Limited £Z#RAERA A
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Notes to Financial Statements

Bt 5 ¥R 3R B &

As at 31 December 2011 R-ZE——#+=-H=+—H

19. DEFERRED TAX (continued)

19. EZEBIE @)

31 December 31 December
2011 2010
—B-—-fF —T-FF
+=ZB=+—H +=ZA=+—8
RMB’000 RMB’000
AR®T T ARET T
Deferred tax liabilities arising from: TS EELARNRERIASE:
— Withholding tax on undistributed —FR B K RE B 2 Bl R 99 K
profits of Mainland China g A B TR0
subsidiaries (7,877) (3,774)
— Depreciation allowance in excess of —-MEREBLEENEN
related depreciation T (543) -
— Fair value gain on derivative financial ~—f#TA @I AN R AEE
instruments Yzt (258) (928)
8,678) (4,702)
Deferred tax, net RIEF I F 5 (1,416) (581)
Reflected in the consolidated statement & B R R S 2R A B Bk -
of financial position:
— Deferred tax assets —EERIEE E 7,004 3,193
— Deferred tax liabilities —RERIEEE (8,420) (3,774)
Deferred tax assets have not been recognized in respect of the WARB N FIIE B RIRERBEE
following items:
31 December 31 December
2011 2010
—g——fF —E-FF
+=B=+—H +=ZA=+—H
RMB’000 RMB’000
AR®T T ARBT T
Unused tax losses ABARIBERE - 595
Deductible temporary differences AR RS =R - 2,765
- 3,360




19.

20.

Notes to Financial Statements

DEFERRED TAX (continued)

The above tax losses are subject to an expiry period of
five years for offsetting against future taxable profits of the
companies in which the losses arose. Deferred tax assets have
not been recognized in respect of the above items as it is
not considered probable that taxable profits will be available
against which the above items can be utilised.

At 31 December 2011, other than the amount recognized in
the consolidated financial statements, deferred tax has not
been recognized for withholding taxes that would be payable
on the unremitted earnings that are subject to withholding
taxes of the Group’s subsidiaries established in Mainland
China. In the opinion of the directors, it is not probable that
these subsidiaries will distribute such unremitted earnings in
the foreseeable future. The aggregate amount of temporary
differences associated with investments in subsidiaries in
Mainland China for which deferred tax liabilities have not
been recognized totalled approximately RMB94,713,000 at 31
December 2011 (2010: RMB35,133,000).

There are no income tax consequences attaching to the
payment of dividends by the Company to its shareholders.

INVENTORIES

Raw materials R A
Work in progress FE&m
Finished goods SR
Goods in transit TEEY

As at 31 December 2011, inventories with a carrying amount
of RMB40,000,000 (2010: Nil) were pledged to secure bank
loans granted to the Group as set out in note 29(i).

19.

20.

Bt 75 ¥R 3R Y &

As at 31 December 2011 R-E——#+-H=+—H

EEMIE w0

i FIEEESRRFEARIE - ] BES E
EAEBEN R RRNARRERT T ARR
AR B FE R Bt A1 A] F PR ¥ 88 ail 18
B ikt bt IA B ERIELERBEE -

N—TE——F+-F=+—8 BREHIE
WEACHERHNSEIN WERREEES
Bl K BERK S RO BT B R B B S TE 0 AL B R B
BT AT EREER B -ES
RE ZEWB A RN ER SR AA B
DIRZEREHRF RN _E——F+=F
=t+—H HERPRARERBARNIEESR
B SR EREER B EN TR A58
BEE 4B ARE94,713,0007T (ZF—
T4 AR#35,133,0007T) °

2R B[R IR EROR A5 AR B0 4 A AT 1S B AR

HER-
ﬁof&

31 December 31 December

2011 2010

—E——F —E-TF

+=A=+-8R +-A=+-H

RMB’000 RMB’000

AR%ETR ARET T

137,192 151,111

15,605 15,681

77,992 40,315

5,206 72,327

235,995 279,434

MKt E29(FTE - N=F——F+= A
=+—H REEAARK40,000,0005T
(ZZ2—Z2F  8)NGEECEER EAR
FAREBRIRITEROER-

Kingdom Holdings Limited € Z#ZRER A7 REK]
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As at 31 December 2011 R-ZE——#+=-H=+—H

21. TRADE AND NOTES RECEIVABLES 21. BWESRRRERREE

31 December

31 December

2011 2010

= —T-%F

+=ZBA=+—H +=—A=+—8

RMB’000 RMB’000

AR TR ARET T

Trade receivables U E SRR 117,827 101,586
Notes receivable Uk 22 i 33,125 20,145
Impairment A (1,614) (1,297)
149,338 120,434

Customers are normally granted credit terms ranging from
30 days to 150 days depending on the credit worthiness 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 receivable were all aged within six months
and were neither past due nor impaired.

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:

HEE—RERTEEH0REIS0ON 8T
BRIEFMEEME - AEE—HEREES
U B fE U R IE - WAk A 5 BRI SR IA S 1S
BERBHRERE - oA EEETHER RS
ko TEIE BRI TR S

AEENRKERREGRNEAR AL E
18 IR R (E

RBERAR AEEHEWEZRFTIZER
B2 BEI IR EH R DT -

31 December 31 December

Within 1T month —EARN

1 to 2 months — & A =r1E A
2 to 3 months A1E A= =1E A
Over 3 months =@AKE

114 2011 Annual Report =2 — —FF§

2011 2010
—g——#% —z-2F
+t=A=+-8 +=A=+-8
RMB’000 RMB’000
AREF T ARBF T
92,115 52,716

10,985 25,353

5,640 15,369

7,473 6,851

116,213 100,289




Notes to Financial Statements

TRADE AND NOTES RECEIVABLES (continued)
The movements in the provision for impairment of trade
receivables are as follows:

At 1 January n—HA—H
Impairment losses recognized HERR R E B 1R
Amount written off as uncollectible AT UG B SR IE 8 B EE
Impairment losses reversed BEEEED

Included in the above provision for impairment of trade
receivables is a provision for individually impaired trade
receivables of RMB1,614,000 (2010: RMB1,297,000) with a
carrying amount before provision of RMB1,614,000 (2010:
RMB3,171,000).

The impaired trade receivables relate to customers that were
in financial difficulties and only a portion of the receivables is
expected to be recovered.

The aged analysis of the trade receivables that are not
individually nor collectively considered to be impaired is as
follows:

R K RRE
BEafTEE—EA

Neither past due nor impaired
Less than 1 month past due

21.

1 to 3 months past due
Over 3 months past due

Eaf—EAZ=EA
EEH=EANE

Bt 75 ¥R 3R Y &

As at 31 December 2011 R-E——#+-H=+—H

EWESRAREREE @
JEWE ZFERFURBEREZE T

31 December 31 December

2011 2010
—8——f% —T-T4
+=B=+—8 +=—A=+—8
RMB’000 RMB’000
ARETR ARBTT
1,297 5,222

1,206 268

(662) (1,911)

(227) (2,282)

1,614 1,297

Lt EE 5 BRSO B R B ER R ER
B E SRFEEART,614,000T (=ZF
— T4 AR#1,297,00000) - BEERTERE
EAARE1,614,000 (ZE—FF: AR
#3 171,0007T) °

ERERYNE 5 RKER AT BRAEN TP
B BEHE R U@ 3R e YRR -

I I8 5l 2 5= BB 1R AR (B H B W & 5 RR R A0
BRI DM -

31 December 31 December

2011 2010
S —z—2F
+t=A=+-8 +-A=+-~8
RMB’000 RMB’000
AR® TR ARET T
105,181 92,894

4,046 2,517

6,199 2,873

787 131

116,213 98,415
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As at 31 December 2011 R-ZE——#+=-H=+—H

21.

20
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TRADE AND NOTES RECEIVABLES (continued) 21.

Receivables that were neither past due nor impaired relate to a
large number of diversified customers for whom there was no
recent history of default.

Receivables that were past due but not impaired relate to a
number of independent customers that have a good track
record with the Group. Based on past experience, the directors
of the Company are of the opinion that no provision for
impairment is necessary in respect of these balances as there
has not been a significant change in credit quality and the
balances are still considered fully recoverable.

The carrying amount of the trade and notes receivables
approximates to their fair value due to their short term maturity.

PREPAYMENTS, DEPOSITS AND OTHER 22.
RECEIVABLES
Prepayments SCENEN
Prepaid land lease payment R—FREIE TR
due within one year T A E R

e R E A R

Deposits and other receivables

The above balances are unsecured and non-interest-bearing
and have no fixed terms of repayment.

None of the above assets is either past due or impaired. The
financial assets included in the above balances related to
receivables for which there was no recent history of default.

The carrying amount of deposits and other receivables
approximates to their fair value due to their short term maturity.

EWESRAREREE @

BE AR H th KR E R FEUN IR B B R HY
ZnltBEFER ZERPIOPREELNE
EEO

EBHERBENEUKRARS BB LT
FPER ZEEFPEAREFRIFNBERT
BoRBAEER ARREZRAERY
ZEREHBERERE DAEEERERE
BEZFREBDER SR A EBKE

HREBIH B - SR E SRR R ERREE
MEREEEEAREBERS-

RN B e RE M EWKIE

31 December 31 December

2011 2010
—g-—-fF =
t=RA=+—-B +ZA=+—H
RMB’000 RMB’000
ARBT R ARBFT
14,634 16,291

867 801

6,471 17,867

21,972 34,959

bR A B  NET B R EE EE R
o

bt & EERE R B B IR ORI (B - AT A L A
H) & A A BT H 3T A R R A B R MR TR
B

72 RS K E A IR R R

RREH R
HARBEES

m{EEE
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24.

25.

Notes to Financial Statements

DUE FROM A RELATED COMPANY

Millionfull Company BHARXE ([E

Limited (“Millionfull”)

Millionfull is a related company controlled by one of the
Company’s directors. The balances with Millionfull as at each
year end are trade in nature, unsecured, repayable on demand
and interest-free, and their carrying amount approximates to
their fair value.

AMOUNTS DUE FROM/(TO) SUBSIDIARIES

The balances with subsidiaries as at each year end are non-
trade in nature, unsecured, repayable on demand and interest-
free, and their carrying amount approximates to their fair value.

DERIVATIVE FINANCIAL INSTRUMENTS

BE:
SMNEEHAR 4
—BNER

Assets:
Foreign exchange forward contracts
— current

The Group uses forward currency contracts to manage some of
its transaction exposures. These currency forward contracts are
not designated as cash flow, fair value or net investment hedges
and are entered into for periods consistent with currency
transaction exposures, generally from one to twelve months.
These contracts will mature within 2012.

The derivatives are measured at fair value as at 31 December
2011.

23.

g1l)

24.

25.

Bt 75 ¥R 3R Y &

As at 31 December 2011 R-E——#+-H=+—H

FE iy — ) BA 2 1 B ;R IH

31 December 31 December

2011 2010
— —T-FHF
t=A=+-H +ZA=+—H
RMB’000 RMB’000

AR® TR ARBTT

- 52

BRAXARA —RERENNEELRTF -
REFFE BRVNERBEZNE B

A hzxfﬂé“i&%% - HEAREEH
HAREEEE

FEUR, (FEAT) MY B A Rl KR
REFFR BNBARMNGEHREIFES L
B AEER RERBERRR  BHEEKE

EHEEQNAEBEAS-
fTEEMIA

31 December 31 December
2011 2010
—g——% T4
+=A=+-8 +=A=t+—H
RMB’000 RMB’000
AR¥ETR ARET T
1,033 3,713
AEBEFEARMBINESHEEELSRZE

Be-RFEMINEANAREERRSRE
RABEICFREH B M LWHMEES
¥xZRR-—B(—KRAE—=T_@A)-
ZHERHNRBN T ——FRIIH-
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As at 31 December 2011 R-ZE——#+=-H=+—H

26.

27/
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CASH AND CASH EQUIVALENTS AND PLEDGED 26. BE&RBEEEEYURECERER
DEPOSITS
Group Company
S L | AN
2011 2010 2011 2010
B —T-TF =ZB--F —T-ITF
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT ARBTT ARWTRT AR®BTT
Cash and bank balances Be RIRTTHE 201,102 134,555 1,870 1,688
Time deposits T HIfE R - 150,966 - -
201,102 285,521 1,870 1,688
Less: Pledged deposits for bank loans . : ©#LER1TE
IR TN (37,600) (62,057) - -
Cash and cash equivalents RekBEEEEY 163,502 223,464 1,870 1,688
At 31 December 2011, the Group’s pledged deposits with a WKt E29()E RZFBE——F+ =
net carrying amount of approximately RMB37,600,000 (2010: A=Z+—RH XEEHREFELIAR
RMB62,057,000) were pledged to secure bank loans granted to #37,600,000c (ZE—FF: AR
the Group as set out in note 29(i). 62,057,0007T ) MERBEFREEERE  1ER
BT AEBEORITERER -
TRADE PAYABLES 27. BHE SRR

An aged analysis of the trade payables as at 31 December
2011, based on the payment due date, is as follows:

Due within T month or on demand
Due after T month but within 3 months
Due after 3 months but within 6 months

The above balances are unsecured and non-interest-bearing.
The carrying amount of trade payables at the end of each
reporting period end approximates to their fair value due to
their short-term maturity.

—fEA AR RN B REERE
—{E A ARE=1EA R3]
=18 A LARB X E A R B HA

RN_E——F+_A=+—H8 RZAKRIBH
BoBENENEZRIFRE ST

31 December 31 December

2011 2010
—F——F —E-FF
t=ZRA=t—-H +=-A=+—H
RMB’000 RMB’000
AR®T ARBETT
43,669 24,461

6,484 58,359

8,196 34,992

58,349 117,812

LB EERETAE - RERSH
R BHREBBBEE WENESRAHED
BEEEAAEERS-
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28. OTHER PAYABLES AND ACCRUALS 28. HttENRERFAREH

Group

EE
31 December 31 December
2011 2010
—E-——fF —E—FF
t=ZA=+—8 TZA=+—H
RMB’000 RMB’000
ARBTR ARET T
Advances from customers HE#R 5,267 2,170
Accruals BIREH 1,923 5,208
Other payables H At 1t 5/ 23,757 20,214
30,947 27,592

Company

NN
31 December 31 December
2011 2010
—E-——fF —B—FF
t=ZA=+—8H TZA=+—H
RMB’000 RMB’000
AR¥TR AREBT T
Other payables H At 5t R 230 407
The above balances are unsecured and non-interest-bearing. FRERREERRTAE -RNERESR
The carrying amount of other payables and accruals at the end R HREH B AR - MOE M A FRIE TR R

of each reporting period approximates to their fair value due to ERNEmEEEAREERE-

their short term maturity.

Kingdom Holdings Limited € Z#RAER A7 NN
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As at 31 December 2011 R-ZE——#+=-H=+—H

29. INTEREST-BEARING BANK LOANS

Current B A

Secured bank loans BIRFIRITER

Bank advances under EARERIATH
discounted bills RITEFK

Unsecured bank loans EIFIFIRITER

Total st

(i)  As at 31 December 2011, 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 RMB48,470,000 (2010: RMB66,810,000),
RMB28,738,000 (2010: RMB6,662,000), RMB40,000,000
(2010: Nil) and RMB37,600,000 (2010: RMB62,057,000),
respectively.

(ii)  The bank loans bear interest at rates ranging from 5.56%
to 6.56% per annum (2010: 1.12% to 5.56% per annum)

The carrying amount of the interest-bearing bank loans of the

Group approximates to their fair value due to their short term
maturity.
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29. ;itEEBITER

Note
HraF

(i)

31 December 31 December
2011 2010
—E——F —ET-TF
+=ZBA=+—H +=—A=+—H
RMB’000 RMB’000
AR¥T R ARET T
159,100 157,781

- 20,000

5,000 125,000

164,100 302,781

W—ZZB——&+=-_RA=+—0H &
BTERNEAEEEEESAAR
#48,470,000 (Z T —ZTF: AR¥
66,810,0007T) * A R #28,738,0007T (=
T—TF: AR¥6,662,00070) - AR
#40,000,000c (ZZE—ZFF :E)RA
R #37,600,000 (—TE—TF: AR
62,057,00070) H) 5 T4 % - #38 R 54
T EENARIE FEREERERIE
A

SRITEFIRFHE5.56%26.56% ( —ZT—
TEFF1.12%E5.56% ) 5T B e

FMBE  HAKEF BRITEFNEE
H




30.

Notes

ISSUED CAPITAL
Group and Company

to Financial Statements

Bt 75 ¥R 3R Y &

As at 31 December 2011 R-E——#+-H=+—H

30. BEITERAK

Authorised: EE

Ordinary shares of HK$0.01 each FREELOB TR L BK

Issued and fully paid:

Number
of shares

g =

AEBRARQT
The Group and the Company
AEEREAF
2011 2010
“Z-—-F “Z-%F
Number Amount Number Amount
of shares HK$/000 of shares HK$'000
RAEE 8 RO EE ik
TERT THx

3,000,000,000 30,000  3,000,000,000 30,000

ERTRHBE:
2011 2010
S —z-%3f
Number
Amount of shares Amount
8 BROEE &8

HK$000 RMB’000 HK$'000 RMB'000
equivalent equivalent
AR¥ETTT ARETT
THART (%6) FET (%E)
6,225 6,272 622,500,000 6,225 6,272

At1January and 31 December ~ R—A—BR+ZA=+—H 622,500,000

The holders of ordinary shares are entitled to receive dividends
as declared from time to time and are entitled to one vote per
share at shareholders” meetings of the Company. All ordinary
shares rank equally with regard to the Company’s residual
assets.

EREFAABREDRIEEIRMRERE
BRARABERAE LRER RN AR
R EERRRARRNBEETHESR
[FlE b o

Kingdom Holdings Limited £Z#RAERA A
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31.
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SHARE OPTION SCHEME

The Company operates a share option scheme (the “Scheme”)
for the purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group's
operations. Eligible participants of the Scheme include the
Company’s directors, including independent non-executive
directors, and other employees of the Group in the Company’s
subsidiaries. The Scheme became effective on 15 November
2006 and, unless otherwise cancelled or amended, will remain
in force for 10 years from that date.

The maximum number of unexercised share options currently
permitted to be granted under the Scheme is an amount
equivalent, upon their exercise, to 10% of the shares of the
Company in issue at any time. The maximum number of shares
issuable under share options to each eligible participant in the
Scheme within any 12-month period is limited to 1% of the
shares of the Company in issue at any time. Any further grant of
share options in excess of this limit is subject to shareholders’
approval in a general meeting.

Share options granted to a director, chief executive or
substantial shareholder of the Company, or to any of their
associates, are subject to approval in advance by the
independent non-executive directors.

The offer of a grant of share options may be accepted within
21 days from the date of offer, upon payment of a nominal
consideration of HK$0.01 in total by the grantee. The exercise
period of the share options granted is determinable by the
directors, and commences after a vesting period of one to three
years and ends on a date which is not later than five years from
the date of offer of the share options or the expiry date of the
Scheme, if earlier.

31.

BB IR T &

ARrlRE —BREEEE ([518l)) - R
UAKEEBRINEHERMNAERSEA
REMB R EEMR -FAENAERZEA
BRARAER (BERBUIFATESR) R
RERARAMBARNASEEMES -
AEE—ETRF+-A+THEBRER K
FWEUHRERT BRI A% AR +FH
R o

R &R EAR DO RITRBRENR
=#A - BERITEREEZR AR BRER
R 2 TR EN10% - RIBFAEINET RS
ERZEAREOBRET A TEHTORD
BRHEE - MEE+ =@ A BHEAT A B8
ARRARREAREDS ZEBTRONI% K
B R BREASRRNBERAS it
fE

BYARBIES TBTRABRETERR
IR FEIB R AN AL B IETT
EEEtHE-

REBRENELOAINEE B HEF21AR
HARAXNBERES H0.0TETER-
RHMBRENITERRESRE AN —
E-FRBHRAL AR TERREZBR
B HRERFAER B FEEER AR
I (ARFERE) -
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SHARE OPTION SCHEME (continued) 31. BREE W

The exercise price of share options is determinable by the BRETEERESETE HETEER TS
directors, but may not be less than the highest of (i) the Stock BENREE  )VNREBREBHAERRQF
Exchange closing price of the Company’s shares on the date of IR0 TR B A PV U T (B R (i RIRIRE R HA
offer of the share options; and (ii) the average Stock Exchange Al A AR 5 B A2 B AR 9 OBk 32 P ey F 1 Uk
closing price of the Company’s shares for the five trading days M8 R mEE-

immediately preceding the date of offer; and (iii) the nominal
value of the share.

Share options do not confer rights on the holders to dividends BB AR I R T4 A AR B SR BRR A
or to vote at shareholders’ meetings. g EFREAER -
The following share options were outstanding under the FAFEBETRARITEAOBRENT

Scheme during the year:

Weighted
average Number
exercise price of options
hnEF 13
TEE BREHE
HK$
per share ‘000
BRET T
At 1 January and 31 December 2011 R—ZE—F—HF—BXk
+ZA=+—8H 0.400 9,100
No share options were exercised during the year. The exercise F A B AR TETT(E - VIR S AR B ARTT
prices and exercise periods of the share options outstanding as RN TEEE RITERBAMT :
at the end of the reporting period are as follows:
Number of options Exercise price Exercise period
BRERE TEE 1T
‘000 HK$ per share
T BRAET
3,640 0.400 9 July 2012 to 8 July 2015
—E——_FtANBEZZ—AFtHAN\H
5,460 0.400 9 July 2013 to 8 July 2015
—E—=FtANBEZZE—AFtHANH
9,100

Kingdom Holdings Limited €Z#ZRER A7 NI
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31.
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SHARE OPTION SCHEME (continued)

No share options were granted during the year (2010:
RMB2,501,000). The Group recognized a share option expense
of HK$1,239,000, equivalent to RMB1,028,000 (2010:
RMB514,000) during the year ended 31 December 2011.

The fair value of equity-settled share options granted was
estimated as at the date of grant, using a binomial tree model,
taking into account the terms and conditions upon which the
options were granted. The following table lists the inputs to the

model used:

Share options
granted on
17 August 2010
Dividend yield (%) 2.1
Spot stock price (HK$ per share) 0.57
Historical volatility (%) 69.32
Risk free interest rate (%) 1.01
Exercise multiple 2.5

Weighted average share price
(HK$ per share) 0.400

No other feature of the options granted was incorporated into
the measurement of fair value.

At the end of the reporting period, the Company had 9,100,000
share options outstanding under the Scheme. The exercise
in full of the outstanding share options would, under the
present capital structure of the Company, result in the issue
of 9,100,000 additional ordinary shares of the Company
and additional share capital of HK$91,000, equivalent to
RMB77,000, and share premium of HK$3,549,000, equivalent
to RMB2,994,000 (before issue expenses).

At the date of approval of these financial statements, the
Company had 9,100,000 share options outstanding under
the Scheme, which represented approximately 1.46% of the
Company'’s shares in issue as at that date.

31.

BRAESE
FALERBEAERE(ZZE—FF: A
R¥2,501,0007T) & ZE=_F——F+=H
—+—HLEFE AEEEERBRERST
1,239,000/ 7t * 8% 7 A R #1,028,0007T
—E—ZF: AR¥514,0007T) °

ERMH AR EERBRENREETIR
B BRI A DB A SRR SR R E
Z R h BB AR M R S M5k A o TR B AR
FREE M B AR R ¢

R=F—%F

NB++tH

R H B R RE

1% B K (%) 2.1
HERE (FRET) 0.57
JEE 528 18 (%) 69.32
42 3 B2 A1) & (%) 1.01
TEEE 2.5
niEFHRE (FRETT) 0.400

Rt E QA BERLES LD RO BERERN
HAMEE -

REREHAR - KA B #£759,100,00017 i# AR AR
BRTEITERERE - IRB AR RN E
ARLEWE - RITEBIRRE R SUTE BB E
£79,100,000% 78 1~ &) 58 70 & 38 A% « 30 &= A
REHMNIR 91,000 7T (FBE R AR 77,000
JC) K B 745 183,549,000/8 T (FHERAR
#2,994,0007T) (RETEITHEZ) °

RZEMERRENLERE KRARIHAE
9,100,00017 & ARAB IR AT 217 T2 FOBE AR AE - 15
KRB Z BB BTG 41.46% °




Notes to Financial Statements

32. RESERVES

(@

Group

The changes in the reserves of the Group during the year
have been disclosed in the consolidated statement of
changes in equity of the Group.

Merger reserve
Merger reserve represents the difference between the

then shareholders’ total capital contributions to Hong
Kong Kingdom over the nominal value of the shares
issued by the Company in exchange thereof as at the
date of a reorganisation (the “Reorganisation”) of the
Group to rationalise the group structure in preparation
for the listing of the Company’s shares on the Stock
Exchange. Details of the Reorganisation are set out in the
prospectus of the Company dated 30 November 2006.

PRC statutory reserve

General reserve fund

The subsidiaries in Mainland China are required to
transfer at least 10% of their profit after taxation, as
determined under the PRC accounting regulations, to the
general reserve fund until the reserve balance reaches
50% of their respective registered capital. The transfer
to this reserve must be made before the distribution of
dividends to shareholders.

The general reserve fund can be used to make good
losses and convert into share capital by the issue of new
shares to shareholders in proportion to their existing
equity holdings.

Bt 75 ¥R 3R Y &

As at 31 December 2011 R-E——#+-H=+—H

32. f#1E

(@

#EH
FAXKERBEBHERAEES G
BB RNRE -

B ptEE
EHFERESSREARRIRMONER
Frbm AEEETEHE([EHE]) A
RESERBEER BESEERD
PRIR KA R B AN B R A AT BT
MO EENZRE SAFEHRA
RABEMA—_TERF+—A=1H
MARKREREA-

FEAE

—REFHEE

REI KRB E QR ZBIRBE T E
SRR EEEMRBEEN&10%
E-RiERD BEEREAEHEIR
& B & AM50%4 L o B2 3 I A
BAEDIKRE TRRATIES -

— AR (A 2 T PR 1 A BB 1R S A R B
RABFRLOIAMEZITHRD ST
ABBRBRA -
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32. RESERVES (continued)

(@
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Group (continued)
Enterprise expansion fund
The transfers from retained profits to the enterprise

expansion fund were made in accordance with the
relevant PRC rules and regulations and the articles of
association of the Company’s subsidiaries and were
approved by the respective boards of directors.

The enterprise expansion fund can be used to convert
into share capital, to acquire fixed assets and to increase
current assets.

Exchange reserve

The exchange reserve comprises all foreign exchange
differences arising from the translation of the financial
statements of overseas subsidiaries.

Share option reserve
Details of the Company’s share option scheme and the

share options issued under the scheme are included in
note 31 to the financial statements.

Share premium
The application of the share premium account is

governed by the Companies Law of the Cayman Islands.
Under the Companies Law of the Cayman lIslands, the
funds in share premium account are distributable to
shareholders of the Company provided that immediately
following the date on which the dividend is proposed
to be distributed, the Company will be in a position to
pay off its debts as they fall due in the ordinary course of
business.

32. %% @

(@

AEB (®)

TEREES

IRBB i F AR B AP B AR B AR Bl R OR AR A
PN N/NETE=S )= NG lEo PR =g A
REZCERRES UKHBES
SRR -

CEEZRESTARBRABRA WK

E%.Eﬁ%&igﬂﬂmh@]§§°
BE 5 15
b 5 (R ST B8 SN B A BB

BRAELENMABELZ5-

$ T%Hﬁ%.ﬁriﬂ&*ﬁ?ﬁ FTEIEITH
BRER ISR M RRMI L3 -

BpEE

s EBRANERAXAESHERARDE

ET - REREHEA 752 ﬁi%%
BEoIRRE HEE AR RREAR

H %%%i@%ﬂ’:':':/ﬁ}&ilj/ﬁﬂ{f% EU

MBRERFHES DR T AR AR
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32. RESERVES (continued)

Company

At 1 January 2010

Loss for the year

Equity-settled share option
arrangements

Proposed final 2010 dividend

At 31 December 2010 and
1 January 2011

Profit for the year

Equity-settled share option
arrangements

Proposed final 2011 dividend

At 31 December 2011

Contributed surplus

Notes to Financial Statements

Bt 75 ¥R 3R Y &

As at 31 December 2011 R-E——#+-H=+—H

R-E-ZF—-H—-H
FREE
DN SRy ¥ 7

B —T-TF
RERRE

RZZT—ZF
+-A=+-BRk
“£—%—H—H

FEREH
NS EERRER

32. %% @

(b) AARF
Share  Contributed  Share option ~ Accumulated

premium surplus reserve losses Total
R4 RE BARE BRERE RAER At
RMB'000 RMB'000 RMB’000 RMB'000 RMB’000
ARETT ARETT ARBTT ARBTE ARETR
268,001 370,213 - (5,666) 632,548
- = - (2,381) (2,381)

- - 514 - 514
- = - (26,488) (26,488)
268,001 370,213 514 (34,535) 604,193
= = = 35,791 35,791

- - 1,028 - 1,028
- - - (35,326) (35,326)
268,001 370,213 1,542 (34,070) 605,686

A B

Contributed surplus represents the excess of the fair value
of the shares of Kingdom Group Holdings Limited at the
date of the Reorganisation over the nominal value of the

shares issued by the Company in exchange thereof.

BABRREREERA RS EREZER
BRABRMNHOAAEBEBHARTF
AR BEITH R D M ERNEER-

Kingdom Holdings Limited £Z#RAERA A
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33. OPERATING LEASE COMMITMENTS

Non-cancellable operating lease rentals were payable as

follows:
Less than one year —FNRN
Between one and five years —FREAFA

The Group leases certain properties located in Mainland China
and ltaly as the Group’s offices. The leases run for an initial
period of three to six years.

34. CAPITAL COMMITMENTS
Capital commitments in respect of the purchase of property,
plant and equipment outstanding as at 31 December but not
provided for in the financial statements were as follows:

Contracted for EEIES)
Authorised but not contracted for EREBRETY
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33.

34.

REHEERE
T RGHEEHER SRS ENOT

31 December 31 December
2011 2010
—E——fF —E-FF
+=ZA=+—8H +=—A=+—8
RMB’000 RMB’000
AR¥FT T ARBEF T
1,681 1,150

1,207 1,822

2,888 2,972

AEEEFBEAENBEAMNERE TYE
ERASENRAE VI EEMA=2X
EEO

BAREE

BRABEYE BMEMRERT-A=1—
B 18 RSB0 R A B 75 ik OB R (S O
BAEGEWT

31 December 31 December
2011 2010
—E——fF —E—EF
t=A=+-8 +=A=+-A
RMB’000 RMB’000
AR®TF AR#FT
977 4,256

977 4,256
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35. RELATED PARTY TRANSACTIONS

(@)

Transactions with the company controlled by
the controlling shareholders of the Company’s
ultimate holding company, the company
controlled by one of the Company’s directors and
an associate of the Group

(i) During the year ended 31 December 2011, the
Group leased an office located in Mainland
China from Zhejiang Kingdom Creative Co., Ltd.
(“Kingdom Creative”) and incurred operating lease
charges of RMB200,000 (2010: RMB200,000). Mr.
Ren Wei Ming, who ultimately controls the Group,
also has a controlling equity interest over Kingdom
Creative.

(ii)  During the year ended 31 December 2011, the
Group paid commission expenses to Huaning Flax
totalling RMB116,000 (2010: Nil). Huaning Flax is
an associate of the Group and Mr. Ren Wei Ming,
who ultimately controls the Group, also has equity
interest over Huaning Flax.

(iii)  During the year ended 31 December 2011, the
Group did not sell any products to Millionfull
(2010: RMB731,000), a related company controlled
by one of the Company’s directors.

The lease, commission expenses and sales were made
according to published prices and conditions offered by
the lessor, service provider or to the major customers of
the Group.

Bt 75 ¥R 3R Y &

As at 31 December 2011 R_-ZE——#F+_-H=+—H

35. BELTRS

(@)

EAAQFARKRERAFANER
RERZHFHNOAT EHAEXQFT—F
EERHNATUREREE—
BBEQARETHRS

i) MNEBE-_FT——F+-A=1—
HIEFE AEBEITNIESEAR
E¥BRHBRAR ([£EZAIZ])
A — 1B R B K BE R A
B TELENKEHEEBRAAA
R#200,0007T (ZZ—FF : A
K #200,0007T) « (E4EREER
INER B A B AR YR AR AR SR - 1% R
BREREWIEAREE -

iy MREEZZT——F+ZA=+—
B IEF[E - 25 B (A 3 5 o5 i 57
A ERAEG X ARK116,000
T (ZZE—TF 1) o TR0
BAEBAEE QR 4R
A BREBRREIERARR
18 T 75 HE 5% 30 i B 42 AR AEE

(il RBE-_T——Ft+t-_A=*1—
BILFE AEETERERS
EFERER(ZE—ZTE: AR
#5731,0007T) ° B8 A —H A
AR —BEBIEFINBEAR -

HE BEERAREEREALAA
EERGHERRHKAAEREEER
FREtH e DM ER SRR ET
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35. RELATED PARTY TRANSACTIONS (continued)
(b) Compensation of key management personnel of

35. BEIRSZ @
b TEEFZTEEBEAEWNFEE

the Group
2011 2010
—E——fF —E-ZF
RMB’000 RMB’000
ARBT AREBT T
Short term employee benefits % HAE B A 3,441 3,011
Post-employment benefits B A 12 13 A 110 101
Equity-settled share option expense N E B AR R X - 62
3,551 3,174

Further details of directors’” emoluments are included in

note 8 to the financial statements.

The related party transactions in respect of note (a) (i)
above also constitute continuing connected transactions

as defined in Chapter 14A of the Listing Rules.
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36. FINANCIAL INSTRUMENTS BY CATEGORY 36. RERSENERMIA
The carrying amounts of each of the categories of financial RBEPR SR TANEEER
instruments as at the end of the reporting period are as follows: N
2011 —2——-F
Financial assets TREE Group
REE
Financial
assets at
fair value
Loans and  through profit
receivables or loss Total
RANREE
= £/953 FFABRN
FE Wk E TWMEE et
RMB’000 RMB’000 RMB’000
AR¥F T ARETR AR¥T T
Trade and notes receivables EUE SRR EWERE 149,338 - 149,338
Financial assets included in TREE (FFABRRMK
prepayments, deposits and e KE fth fE Y FRIA)
other receivables 6,471 - 6,471
Cash and cash equivalents Be kR EEY 163,502 - 163,502
Pledged deposits BEBFR 37,600 - 37,600
Financial assets at fair value BRAREBEAERED
through profit or loss TREE - 1,033 1,033
356,911 1,033 357,944
Financial liabilities SRAE Group
rEE

Interest-bearing bank loans

Trade payables

Financial liabilities included in
other payables and accruals

Financial liabilities
at amortized cost

R AR ANRY

sHasE

RMB’000

AR TR

FEIRITER 164,100

I E SRR 58,349
e E (GTAREMERS

RENMFERER) 23,757

246,206

Kingdom Holdings Limited £Z#RAERA A




Notes to Financial Statements

Bt 5 ¥R 3R B &

As at 31 December 2011 R-ZE——#+=-H=+—H

36. FINANCIAL INSTRUMENTS BY CATEGORY 36. RERN2ENERMIAE@w
(continued)
2010 —T-FF
Financial assets TREE Group
REE
Financial
assets at
fair value
Loans and  through profit
receivables or loss Total
BRAREE
=795 ST ABEAR
JE WRIE EREE et
RMB’000 RMB’000 RMB’000
ARET T ARETF T ARET T
Trade and notes receivables U E 5 BR 3 & B I = Ik 120,434 - 120,434
Financial assets included in CREE (FFATBMNR
prepayments, deposits and o N H e W kI )
other receivables 17,867 = 17,867
Cash and cash equivalents BehIReEED 223,464 - 223,464
Pledged deposits BHRFER 62,057 = 62,057
Due from a related company JRE Wi — ] R 2 1 B R0E 52 = 52
Financial assets at fair value BARBEFFABERN
through profit or loss SREE = 3,713 3,713
423,874 3,713 427,587
Financial liabilities TRAasE Group
RE
Financial liabilities
at amortized cost
R SR AN A BRAY
TRAE
RMB’000
ARBTT
Interest-bearing bank loans SFRERITER 302,781
Trade payables JERTE HBRK 117,812
Financial liabilities included in TRBE (GrAREMER
other payables and accruals HERERER) 20,214
440,807
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As at 31 December 2011 R-E——#+-H=+—H

FINANCIAL INSTRUMENTS BY CATEGORY 36. RERIENERMIAw

(continued)

2011

Financial assets

Amounts due from subsidiaries
Cash and cash equivalents

Financial liabilities

Other payables
Amount due to a subsidiary

—g——%

TREE Company
b N

Loans and

receivables

BEREREKRRE

RMB’000

AR®T

FEU KT B A R FRIB 278,195
HeRIREEEY 1,870

280,065

tREaE Company
AAF

Financial liabilities

at amortized cost

7§ £ 1% DN

Y=

RMB’000

AR®BT T

H b e~ F0E 230
FEAS —REIKT 8 A 5] 5R8 3,800

4,030

Kingdom Holdings Limited £Z#RAERA A
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36. FINANCIAL INSTRUMENTS BY CATEGORY 36. RERHSENESMIT A @m
(continued)

2010 —E-THF

Financial assets TREE Company

Vi N/NE]!

Loans and

receivables

B3 K e WGRIE

RMB’000

ARBTIT

Amounts due from subsidiaries FEUL K B A R FRIB 269,251

Cash and cash equivalents Re LREFEY 1,688

270,939

Financial liabilities TREE Company

FiN/NE]!

Financial liabilities
at amortized cost
RS AN AR Y
TRIBE
RMB’000
ARBTT

Other payables H b &5 5RIE 407
Amount due to a subsidiary FE At —FEI B B A Bl Zk IR 3,800

4,207
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As at 31 December 2011 R-E——#+-H=+—H

37. FAIR VALUE AND FAIR VALUE HIERARCHY 37. DPREBERAAEBEERES

The Group uses the following hierarchy for determining and REBEANUATERRBEEREESRT

disclosing the fair value of financial instruments: B RREE:

Level 1: fair values measured based on quoted prices F—E: RAFEEIRBENERMSLE
(unadjusted) in active markets for identical assets or MRE CREHB)FENR TR
liabilities; EE:

Level 2: fair values measured based on valuation techniques FE: REERDGFENRIAEE M
for which all inputs which have a significant effect ZEHERTNRERAERA
on the recorded fair value are observable, either ET%YF'EJE:%EQ?E’J@TF j’I%TE
directly or indirectly; and RARNBEABEATE R

Level 3: fair values measured based on valuation techniques F=E: REERDGFENIAEE
for which any inputs which have a significant ZERERT O E AR AELE
effect on the recorded fair value are not based on KRR BRI 8 (T ATE S
observable market data (unobservable inputs). BWABE)SE THEAKRAR

BEAEEATE-
Assets measured at fair value: BRAABEFENEE:
Group RNEH
31 December
2011 Level 1 Level 2 Level 3
—F-—-F
+=A
=t—H £ BB E=E

RMB’000 RMB’000 RMB’000 RMB’000
ARBTR AR®TR AR®TR ARETR

i\mﬂﬁﬁ
—SMEEHA L
1,033 - 1,033 _

31 December

2010 Level 1 Level 2 Level 3
—T-TF
+=H

=+—H FE—E F_E F=E

RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARBTT AREBTT AR®TR

REBHRBRAABEARD

through profit or loss TREE
— foreign exchange forward —SMNEEEA L
contracts 3,713 - 3,713 -
During the year ended 31 December 2011, there were no E’\Eki_gffiJriﬁ =+—HIEE
transfers between level 1 and level 2 fair value measurements, BRE-_EBIECEEBNAEEST
and no transfers into and out of level 3 fair value e AEEARELNE-EALBESS.
measurements.
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38.
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FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group's principal financial liabilities other than derivatives
comprise interest-bearing bank loans, trade payables and other
payables. The main purpose of these financial liabilities is to
raise finance for the Group’s operations. The Group has various
financial assets such as trade and notes receivables, deposits
and other receivables, amount due from a related company,
pledged deposits and cash and cash equivalents that arrive
directly from its operations.

The Group also enters into derivative transactions, including
principally forward currency contracts. The purpose is to
manage the currency risks arising from the Group’s operations
and its sources of finance.

The main risks arising from the Group’s financial instruments
are interest rate risk, foreign currency risk, credit risk and
liquidity risk. The board of directors reviews and agrees policies
for managing each of these risks which are summarised below.
The Group's accounting policies in relation to derivatives are
set out in note 2.4 to the financial statements.

Interest rate risk

The Group’s exposure to the risk of changes in market interest
rates relates primarily to the Group’s interest-bearing bank
loans with floating interest rates. The Group does not use
derivative financial instruments to hedge its interest rate risk.

The following table demonstrates the sensitivity to a reasonably
possible change in interest rates, with all other variables held
constant, of the Group's profit for the year (through the impact
on the floating rate borrowings). The change in interest rates has
no impact on the equity excluding retained profits.

38.

MEEEEEEEREER

AEENTZEHMEE (TTETARKRMNE
BEFRRITER BNE SRR L EMERS
FRE-ZETMABETEANRRAKER
HELEEBHBES AKEHEEMLT
FEREE MEKEZEREEBERE
e REMEBUKFIR B —HREQRR
B DHERERANBEENRCEEY T
ERAKEXBMEL -

AEENUTER S T EBEEINE
BH BHEEEAREZSERARERRE
ERERRR -

NREENSBMTAELNTERKR AFIRE
B SNERER  EERBREABIEER - EE
ERFTIEE T UM EESRAROBER -
AEEFBITET AN TBRSNT R
=MIFE2.4 -

MERER

AEBEWTISN R EFE R T RERNEEHR
FERRFTEMRITEREH - AKEL K
ERITES R T AP EN AR -

TRETEMEEMEBHRTE KAEEFA
HANE MR SRR R BHHEE (BBY
TR REFROTE) - M RSB E D (T
BRERBEN) WEZE -
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (continued)
Interest rate risk (continued)

2011 —E——F
RMB AR®
RMB AR®
2010 —E T4
RMB ARE
RMB AR

Foreign currency risk

Foreign currency risk is the risk that the fair value or future
cash flows of a financial instrument will fluctuate because
of changes in foreign exchange rates. The Group has foreign
currency sales and purchases and certain trade receivables,
payables and bank balances that are denominated in USS$,
Euros and HK$ other than the functional currency of the
Group, which expose the Group to foreign currency risk.

The Group manages its foreign currency risk by entering foreign
currency forward contracts to hedge its exposure to fluctuations
on the translation into RMB of its foreign operations of sales in
US$ and Euros, as described in note 25. It is the Group's policy
to ensure that the net exposure is kept to an acceptable level
by buying or selling foreign currencies at a fixed rate where
necessary to address short term imbalances. The management
will continue to monitor foreign exchange exposure and will
continue to consider hedging significant foreign currency
exposure by using financial instruments such as foreign
currency forward contracts.

Bt 75 ¥R 3R Y &

As at 31 December 2011 R-E——#+-H=+—H

38. BIEKREEEEREER @

Fl = B B )
Increase/ Increase/
(decrease) in (decrease) in
basis points  profit before tax
RR B AT
HEm, oIk |
(E4) (E2)
RMB’000
AR%T T
(100) 64
100 (64)
(100) 193
100 (193)
e R B

SNSRI RRINEERBEMENS T A
AR EEIARESRERBER - K
SENIINEEER BHTRKREZRR BN
IR M ERTTAE AR SE AR R B BTN RE B HE 7
B MR BT kBTINE  EAKEE
BN R o

ANPH FE25 P A - AR EE BT L MNEERA
KR BB SN R TS AR T R BT B RO $5
EMER/AREERBOER KMEER
SRR AEENBEANEFTEREB
ZEIEERE ARE HINEFRIRIE HKE
AREOR B F BEAR BT 0 AIR K - BIEFE
BABE IR - WHEEZ BB BER
TRT A (MINEERE L) HmEAIINE
[z o
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (continued)

Foreign currency risk (continued)

The following table demonstrates the sensitivity to a reasonably
possible change in the US$, Euros and HK$ exchange rate, with
all other variables held constant, of the Group’s profit before
tax (due to changes in the fair value of monetary assets and
liabilities including foreign currency derivatives). The change
in foreign currency exchange rate has no impact on the equity

excluding retained profits.

Year ended 31 December 2011

If RMB weakens against US$
If RMB strengthens against US$

Year ended 31 December 2010

If RMB weakens against US$
If RMB strengthens against US$
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BHE-_Z—F
+ZA=+—HLEE

AR R ETEE55

AR KT sEsg

BE—_E—F
+TZA=+—RHLEEFE

A R¥E N =53

A R¥E N iR

IS & B ()

38. BIEKBREEEEREER @

AR T BT KB TTER SR g
BNERE (AREREERAE (B
BEITETR)NARBERE) - IMNEEXE
YD (FERFRERN) TEXE-

Increase/ Increase/
(decrease) in (decrease)
foreign currency in profit
rate before tax
ShEEE R FR B4 A 28
FHO(CFE) 8 CRD)
% RMB’000
AR®TR
5 3,677
5) 3,677)
Increase/ Increase/
(decrease) in (decrease)
foreign currency in profit
rate before tax
SN [ 3= BR 56 AT A
EF(TR) 8/ CRd)
% RMB’000
ARET T
5 (2,868)
(5) 2,868
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES 38. MIEEAREEBRERBER @
AND POLICIES (continued)
Foreign currency risk (continued) S LB (a0
Increase/ Increase/
(decrease) in (decrease)
foreign currency in profit
rate before tax

SEER BR B A0 &
EA(CFER) &/ GRD)

% RMB’000
AR®BT T
Year ended 31 December 2011 BHE-_Z—F
TZA=T—HLEE
If RMB weakens against EUR MARYE LB OTE S5 5 1,232
If RMB strengthens against EUR WMARYE HEOTE R (5) (1,232)
Increase/ Increase/
(decrease) in (decrease)
foreign currency in profit
rate before tax
SN [ = B 75 A1 g A
EF () 8 Cfd)
% RMB’000
ARBTT
Year ended 31 December 2010 BE_T—FTF
TZA=T—RILFE
If RMB weakens against EUR WMARYE LB OTE S 5 2,049
If RMB strengthens against EUR MARYE K BT E R (5) (2,049)
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (continued)
Foreign currency risk (continued)

Year ended 31 December 2011

If RMB weakens against HK$
If RMB strengthens against HK$

Year ended 31 December 2010

If RMB weakens against HK$
If RMB strengthens against HK$
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BHE-_Z—F
TZA=F+—RHLFE

A R¥E S ST 8253
PUPNER S T

BHE2—_Z—ZF
+—A=+—HLFE

A R 5B T 55

AR H T aEas

IS TELBR (@)

38. BIEKBREEEEREER @

Increase/ Increase/
(decrease) in (decrease)
foreign currency in profit
rate before tax
SPhHEfE = RR B A %8
EH(TE) % OE2)
% RMB’000
AR®BT T
5 1,092
(5) (1,092)
Increase/ Increase/
(decrease) in (decrease)
foreign currency in profit
rate before tax
SN [ = B 75 A1 g A
EF () 8 Cfd)
% RMB’000
ARET T
5 (115)
5) 115
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FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

Credit risk

Credit risk is the risk that a counterparty will not meet its
obligations under a financial instrument or customer contract,
leading to a financial loss. The Group’s credit risk is primarily
attributable to trade and notes receivables and deposits and
other receivables. Management has a credit policy in place and
the exposures to credit risks are monitored on an ongoing basis.
Credit evaluations are performed on all customers requiring
credit over a certain amount.

Customer credit risk is managed subject to the Group’s
established policy, procedures and control relating to customer
credit risk management. Credit quality of the customer is
assessed through credit verification procedures.

The credit risk of the Group’s other financial assets, which
comprise cash and cash equivalents, pledged deposits, due
from a related company with a maximum exposure equal to the
carrying amounts of these instruments.

Further quantitative data in respect of the Group’s exposure
to credit risk arising from trade and notes receivables are
disclosed in note 21 to the financial statements.

38.
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HEEBEEEEREE @

FERR
FEERBRIERSF T HARERTER SR
TASFPAKME THEEMERPBIER
MER ARENEERRTIEREEKE
Z IR N R R IR A N 4R & T H A e W R
H-ERECHATEERR UHEEREE

ERf AREHEREESRETEEN
PBEPETEEN S

R EERBREASEEHEFEERRKRE
ERMTERER B RERETEE TP
NEEEZEBERARERFETIM:

AEBHEMEREE (BREREIAEEE
Y BRI B ERERRFR) &
SHEERREERZEIANERE-.

BRAA S EBLATE 2K B BIKE 5 IR R

WEE =B R — S S EURER T
MR E21IHE -
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES 38. MBEAREEBREREEm®w
AND POLICIES (continued)
Liquidity risk T B 14 L B
The maturity profile of the Group’s financial liabilities as at the T RAEBRBERARN SR A G B
end of the reporting period, based on contractual undiscounted R (REHARBEBRMNF)

payments, was as follows:
Group REME

As at 31 December 2011
RZE-—-F+ZA=+-H

Less than 3t012 Tto5 More than
On demand 3 months months years 5 years Total
BREX  HR=AR =E+=fiA -Z5f% SREF &t

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AR®TR AR®TR ARMTR AR%TR ARETR ARETR

Interest-bearing bank loans FAEBTER - 32,424 138,120 - - 170,544
Trade payables EREHER 43,669 6,485 8,195 - - 58,349
Other payables H e3R8 23,757 - - - - 23,757

67,426 38,909 146,315 - - 252,650

As at 31 December 2010
RZF—FEF_A=1—H

Less than 3t012 Tto5 More than
On demand 3 months months years 5 years Total
BER  SR=ER =Et+=fA —Z5% SREF At

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  AREBTT ARETR ARETT ARETT ARETR

Interest-bearing bank loans HFEBITER = 76,346 233,241 = = 309,587
Trade payables BB S5 24,461 58,359 34,992 - = 117,812
Other payables H it e F0R 20,214 - - - - 20,214

4,675 134,705 268,233 - - 47,613
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES 38. BIEMEEEEZERBE @
AND POLICIES (continued)
Liquidity risk (continued) )ﬁEJ’IEELFﬁ (%)
Company ZANN|

As at 31 December 2011
RZB--F+ZfA=1-H

Less than 3to12 Tto5 More than
On demand 3 months months years 5 years Total
RER  OR=R Z=E+=fiA -Z1% SREE At

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AR®TR  ARBTRE ARBTR AR%TR AREBTR ARETR

Other payables H it EATFIE 230 - - - - 230
Amount due to a subsidiary R — R B A RFUE 3,800 - - - - 3,800
4,030 - - - - 4,030

As at 31 December 2010
Ro2-BFToA=t-A

Less than 3t012 Tto5 More than
On demand 3 months months years 5 years Total
B2k LIR=ER =ZE+_fEA —Z0F SRAE Ch

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTL  ARETR ARETT AR%TR ARETL ARETR

Other payables Hit A 407 = = - - 407

Amount due to a subsidiary R —RNBARZE 3,800 - - - - 3,800
4207 - - - - 4207

Capital management EXRERE

The primary objectives of the Group’s capital management are AEBEAEENEE B RRREREER

to safeguard the Group's ability to continue as a going concern BRSO WHFRROERL X L

and to maintain healthy capital ratios in order to support its SEHEEBERRRFMEAEE:.

business and maximise shareholders’ value.

The Group manages its capital structure and makes adjustment AEBEEBRHEERRE  WAR T LB LH
to it in light of changes in economic conditions. To maintain or BHELRAR REFIGABRERRE K
adjust the capital structure, the Group may adjust the dividend SEFGARRARFIRMNAIRE  RRERE
payment to shareholders, return capital to shareholders or issue BARSEITHRG -REE_T——F+=
new shares. No changes were made in the Group’s objectives, A=+—Bk-_Z-—ZF+-_A=+—HIt
policies or processes for managing capital during the years FE AEEVEHERAEENBZR BXR
ended 31 December 2011 and 31 December 2010. AR FP YR B B o
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES 38.

AND POLICIES (continued)

Capital management (continued)

The Group monitors capital using a gearing ratio, which is net
debt divided by total capital plus net debt. Net debt includes
interest-bearing bank loans, trade payables and other payables
and accruals less cash and cash equivalents. Capital includes
equity attributable to the owners of the parent. The gearing
ratios as at the end of the reporting periods was as follows:

Interest-bearing bank loans FFRRITER
Trade payables JETE 5 8RR
Other payables and accruals HibtENHRIBERARER
Less: Cash and cash equivalents BRERREEFEY
Net debt BE5FRR
Total equity et AR
Capital and net debt BARRESFER
Gearing ratio BEKE
39. EVENTS AFTER THE REPORTING PERIOD 39.

On 16 March 2012, the board of directors of the Company
proposed a final dividend of HK7 cents per ordinary share
totalling approximately RMB35,326,000 for the year ended
31 December 2011, which is subject to the approval of the
Company’s shareholders at the forthcoming annual general
meeting (note 12).

40. APPROVAL OF THE CONSOLIDATED FINANCIAL  40.

STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the board of directors on 16 March
2012.
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HEEBEEEEREE @

BEARERE @)
AEEFHE B XRERFERN BELER
ERBEEFERNERNEREMNER FEE-
BEEFHEBETEBRITER ENEZRR
UREMEMNFIBNMERER RERE &
ReZEBY BEARRBTAREAR ABGE
moRHMEBMRNBBELELT !

31 December 31 December
2011 2010
—E——F —E-FF
+=ZB=+—H +=—A=+—8
RMB’000 RMB’000

AR T ARBEF T
164,100 302,781

58,349 117,812

30,947 27,592
(163,502) (223,464)

89,894 224,721

761,863 684,970
851,757 909,691

11% 25%

REHBRER

R-E——F=A+ B ARAEFZE
EREHE—T——Ft+_A=t+—HILEE
IREE G T RBBE7IIARBIRE &
# AR #35,326,0007T ° f% BB LE AR B
RREEREBEFAG i (H:E12) ©

HES SRR K

BExet XN T —F=ZA+RAHAERK
BTEARS T BEERE -
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In recent years we saw an enormous commitment in the research of quality and service that has made Kingdom today one ofth
companies recognized worldwide for excellence in this industry. f ¢ _.I'I . - P

i
During these years we have been able to see the huge investments realized and the big return achieved.
We are pleased to see the tradition of linen spinning carried on by strong and skilled hands.

% HhEBE Carlo Lavazza

michele solbiati sasil s.p.a.

SOLBATIZHRBEAABREHN, BRAFREEX, BELREANTHREREER.
SOLBIATI is long renowned in the world as the most specialized and experienced manufacturer of linen fabrics in ltaly.
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Add : HengGang Town, HaiYan County, Zhediang Province, China E-mail: Kingdom@Kingdom-china.com

www.kingdom-china.com
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