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Financial Highlights
MBEREE

The board of directors (the “Board”) of Kingdom Holdings Limited
(the “Company”) is pleased to present the unaudited consolidated
interim results of the Company and its subsidiaries (collectively,
the “Group”) for the six months ended 30 June 2019 (the “Review
Period”):

* Revenue increased by approximately 42.4% to approximately
RMB731,167,000 for the six months ended 30 June 2019 from
approximately RMB513,401,000 for the six months ended 30
June 2018.

* The Group accounted for over 40% of the total pure linen yarn
exports from China by volume during the Review Period.

* Gross profit margin increased by approximately 10.6
percentage points to approximately 26.6% for the six months
ended 30 June 2019 from approximately 16.0% for the six
months ended 30 June 2018 as a result of the improvement in
the selling price of linen yarn throughout the Review Period.

* Profit for the Review Period increased by 303.6% to
approximately RMB90,729,000 for the six months ended 30
June 2019 from approximately RMB22,481,000 for the six
months ended 30 June 2018.

* Profit attributable to the owners of the parent surged by
approximately 280.2% to approximately RMB87,814,000
for the six months ended 30 June 2019 from approximately
RMB23,099,000 for the six months ended 30 June 2018.

* Basic earnings per share grew approximately 2.5 times to
approximately RMBO0.14 for the six months ended 30 June
2019 compared to approximately RMB0.04 for the six months
ended 30 June 2018.
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Management Discussion and Analysis

In the midst of the rising protectionism of certain countries and
punitive tariffs on products made in or exported from China,
especially the threat of the trade war between the United States and
China during the Review Period, the global trade environment has
become volatile.

According to the General Administration of Customs of the People’s
Republic of China, the total value of all yarn and textile products
exports from China only grew by approximately 0.7% on a year-on-
year basis during the Review Period.

Whilst China’s pure linen yarn exports by volume recorded a drop
by approximately 31.5% year-on-year during the Review Period, the
Group's pure linen yarn exports by volume only decreased by 13.7%.

There has been an increasing trend of environmental-friendliness and
use of natural fibers. Linen yarn continues to benefit from this trend
as it is one of the most environmentally-friendly fibers. In addition,
from the market’s perspective, consumers of fast fashion brands in
Asian countries like China and India are increasingly accepting linen
products in their stores and a linen consumption pattern has been
established. Linen products have gained more and more recognition
from the consumers, and the market consumption volume has
gradually recovered and expanded.

The Group was well-managed during the Review Period. The Group
continued to account for more than 40% of the total pure linen
yarn exports from China by volume during the Review Period. The
growth was contributed by the capacity expansion in Heilongjiang
and improvement in the selling price of linen yarn during the Review
Period.

During the Review Period, revenue of the Group increased by
approximately 42.4% on a year-on-year basis to RMB731,167,000.
The increase in revenue was mainly attributable to strong growth in
sales in the China market and the improvement of the selling price of
linen yarn during the Review Period.
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Management Discussion and Analysis

BEEENWRE DN

Major Markets and Customers

By implementing an international sales strategy, the Group has a
sales network covering approximately 20 countries and regions
around the world. During the Review Period, the Group’s domestic
sales, which contributed to approximately 42.2% of the Group's
total revenue, recorded an increase of approximately 90.0% as
compared to the same period last year, while the Group’s overseas
sales, which contributed to approximately 57.8% of the Group’s
total revenue, recorded a growth of approximately 20.4% on a year-
on-year basis. In particular, total sales to European Union countries
reported a strong growth of 35.0% on a year-on-year basis during
the Review Period. Key European Union countries that the Group
sold its products to include Italy, Portugal and Lithuania. The Group
also constantly maintains stable and amicable collaborations with
international fashion brands. Meanwhile, the Group will also persist
in developing the domestic market and secure more cooperation with
target customers in China.

The Department of Commerce, Government of India has imposed
definitive anti-dumping duty for five years ranging from USDO0.5
to USD4.83 per kilogram of “flax yarn” of below 70 Lea Count (or
below 42 Nm) originating in or exported from China. The Group's
linen yarn are subject to USD2.42/kg of such definitive antidumping
duty for exports to India from 2019 onwards. As a result, the sale to
India has dropped by approximately 36.6% to 1,127 tonnes during
the Review Period as compared to the same period last year.

Raw Material Procurement

The Group mainly sources its fibre flax, the major raw material of
linen yarn, from well-established suppliers such as those in France,
Belgium and the Netherlands. Being one of the largest buyers in these
regions, the Group has developed long term business relationships
with its suppliers. During the Review Period, the Group procured
approximately 14,734 tonnes (2018: 14,173 tonnes) of raw materials
abroad, representing a year-on-year increase of approximately 4.0%.
The average procurement unit price was approximately RMB25,928
per tonne, representing an annual increase of approximately 28.0%
from approximately RMB20,253 for the same period last year. The
Group is cautiously optimistic about the future of the linen textile
industry and it is the corporate procurement strategy of the Group
to maintain its production scale and to secure a steady volume of
production going forward.
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Management Discussion and Analysis

Production Capacity

As at 30 June 2019, the Group had four productions bases. The
production bases in (1) Haiyan County, Zhejiang Province (1st
Phase of the Haiyan Plant); (2) Rugao in Jiangsu Province; (3)
Haiyan County, Zhejiang Province (2nd Phase of the Haiyan Plant);
and (4) Qinggang in Heilongjiang Province have designed annual
production capacities of 7,000 tonnes, 6,000 tonnes, 5,000 tonnes,
and 4,000 tonnes, respectively, resulting in the Group’s aggregate
annual production capacity reaching 22,000 tonnes based on the
24 nm standard specification. The Group is equipped with advanced
equipment for its unique spinning technique, namely wet spinning
and long and short spinning, and can manufacture products with
multiple specifications from 3nm to 75nm, thereby broadening its
customers’ choices and achieving higher satisfaction from them at the
same time.

A total of 10,030 tonnes of linen and hemp yarn under various
specifications was produced during the Review Period. The Group
owns 72.73% of the equity interest of the Heilongjiang venture and
this is the Group’s maiden attempt to explore the hemp yarn market.
The Group believes that hemp will grow rapidly in the next few years
due to the national policy in China to promote the planting of hemp
in the Heilongjiang region and the use of the hemp textile products.
There were 415 tonnes of hemp yarn produced during the Review
Period.

Apart from China, the Group has also committed to investing in
Ethiopia. The investment is expected to help the Group outcompete
its competitors not only by helping the Group save land cost, labour
cost, energy cost and tax expenses, but also by enabling the Group to
benefit from the favourable treatment under the African Growth and
Opportunity Act (AGOA), a legislation approved by the U.S. Congress
which allows eligible apparel articles made in qualifying sub-Saharan
African countries, including Ethiopia, to be imported without duty
and quota. The Group also expects the investment to benefit from
the Everything but Arms (EBA) initiative of the European Union for
least developed countries (LDCs), which grants duty-free and quota-
free access for all products into European Union countries, except for
arms and ammunitions. The first phase of the Ethiopia project, with a
designed annual production capacity of 5,000 tonnes, is expected to
commence trial production in early 2020.
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Management Discussion and Analysis

BEEENWRE DN

Revenue

For the Review Period, the Group’s revenue increased by
approximately 42.4% to approximately RMB731,167,000 (six months
ended 30 June 2018: RMB513,401,000). The increase of revenue
was mainly attributable to (i) the capacity expansion in Heilongjiang
and (ii) the improved average selling price of linen yarn during the
Review Period. There were approximately 13.3% more in quantity
and resulting in 9,340 tonnes of linen yarn sold during the Review
Period (six months ended 30 June 2018: 8,243 tonnes). Sales to
all regions had year-on-year improvement, in particular, each of
domestic, European Union and non-European Union regions grew
approximately 90.0%, 35.0% and 10.9%, respectively, during the
Review Period.

The breakdown of revenue by sales regions is as follows:

China EF'
European Union Countries B B8 B
Non-European Union Countries FEER B B
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Management Discussion and Analysis

Gross Profit and Gross Profit Margin

The Group’s gross profit for the Review Period increased by
approximately 136.9% to approximately RMB194,835,000 (six
months ended 30 June 2018: approximately RMB82,245,000). Gross
profit margin for the Review Period improved by approximately 10.6
percentage points to approximately 26.6% (six months ended 30
June 2018: approximately 16.0%) mainly due to the improvement
of selling prices of linen yarn and the capacity expansion in
Heilongjiang during the Review Period.

Other Income and Gains

Other income and gains for the Review Period mainly comprises of
government grants and subsidies of approximately RMB6,177,000
(six months ended 30 June 2018: approximately RMB865,000) and
interest income of approximately RMB201,000 (six months ended
30 June 2018: approximately RMB326,000) and a net exchange gain
of RMB2,221,000 (six months ended 30 June 2018: a net exchange
loss of approximately RMB3,793,000 recorded in Other Expenses).
There was no fair value gain on derivative instruments during the
Review Period (six months ended 30 June 2018: approximately
RMB5,474,000). There was an increase of government grants and
subsidies in the amount of RMB5,312,000 for the Review Period
mainly due to government rebates of profits tax and social securities
contribution paid, in a series of measures to cut costs for businesses
by the Chinese government.

Selling and Distribution Costs

The Group’s selling and distribution costs for the Review Period
amounted to approximately RMB23,070,000 (six months ended 30
June 2018: approximately RMB21,227,000), which accounted for
approximately 3.2% (six months ended 30 June 2018: approximately
4.1%) of the Group's total revenue. The decrease in selling costs as a
percentage of revenue during the Review Period was mainly due to
a higher percentage of domestic sales in China resulting in a lower
percentage of freight and custom clearance fee incurred to sales.

Administrative Expenses

The Group’s administrative expenses for the Review Period amounted
to approximately RMB36,461,000 (six months ended 30 June
2018: approximately RMB29,993,000), representing an increase of
approximately 21.6% as compared with the corresponding period
last year. The increase in the Group’s administrative expenses was
mainly due to additional research and development (R&D) costs of
RMB2,430,000, additional staff costs of RMB1,776,000, consulting
fee of RMB820,000 and share award plan expenses of RMB901,000,
respectively.
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Management Discussion and Analysis

BEEENWRE DN

Other Expenses

Other expenses mainly comprises of impairment provisions of
RMB6,173,000 for certain machinery for production of colour yarn
being left idle during the Review Period (six months ended 30 June
2018: Nil), asset disposal losses of RMB1,331,000 (six months
ended 30 June 2018: RMB335,000), and compensation expenses
of RMB1,160,000 (six months ended 30 June 2018: Nil). Other
expenses in the same period last year mainly comprised of a net
exchange loss of approximately RMB3,793,000.

Finance Costs

Net finance costs for the Review Period amounted to approximately
RMB9,275,000 (six months ended 30 June 2018: approximately
RMB9,253,000). Net finance costs represent the total interest expense
on bank loans less amount capitalized attributable to capital assets.
An interest expense of approximately RMB3,962,000 was capitalized
during the Review Period (six months ended 30 June 2018:
approximately RMB1,742,000).

Income Tax Expense

Income tax expense for the Review Period amounted to
approximately RMB35,550,000 (six months ended 30 June 2018:
approximately RMB2,099,000). The effective tax rate for the Review
Period and the corresponding period in 2018 was approximately
28.2% and 8.5% respectively. The relatively high effective tax
rate was due to the fact that the Company had been accruing the
provision of dividend withholding tax using the standard rate of 10%
but the relevant tax authorities had been charging at 5% in previous
years.

Minority interests

The minority interests of approximately RMB2,915,000 represents
the share of the net profit of certain subsidiaries of the Group
attributable to the minority shareholders during the Review Period
(six months ended 30 June 2018: share of net loss of approximately
RMB618,000). The increase was mainly attributable to the close to
full operation of our factory in the Heilongjiang Province in China.
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Management Discussion and Analysis

Profit Attributable to Owners of the Parent

As a result of the aforesaid, the Group recorded a profit attributable
to owners of the parent for the Review Period of approximately
RMB87,814,000 (six months ended 30 June 2018: RMB23,099,000),
representing an increase of approximately 280.2% as compared with
the corresponding period last year.

Liquidity and Financial Resources

As at 30 June 2019, the Group had net current assets of
approximately RMB267,909,000 (as at 31 December 2018:
approximately RMB314,058,000). The Group financed its operations
with internally generated resources and bank loans during the Review
Period.

As at 30 June 2019, the Group had cash and cash equivalents
of approximately RMB219,724,000 (as at 31 December 2018:
approximately RMB241,826,000). The liquidity ratio of the Group
as at 30 June 2019 was approximately 124.5% (as at 31 December
2018: approximately 134.5%).

Total equity of the Group as at 30 June 2019 was approximately
RMB1,212,115,000 (as at 31 December 2018: approximately
RMB1,153,509,000). As at 30 June 2019, the Group had interest-
bearing bank and other borrowings repayable within 12 months
from the date of the statement of financial position of approximately
RMB631,739,000 (as at 31 December 2018: approximately
RMB508,984,000) and long-term interest-bearing bank and other
borrowings of approximately RMB39,282,000 (as at 31 December
2018: approximately RMB50,400,000). Together they represented a
gross debt gearing ratio (i.e. total borrowings/total equity) amounted
to approximately 55.4% (as at 31 December 2018: approximately
48.5%).

The Board believes that the Group’s existing financial resources (even
without capital financing) would be sufficient for the Group’s capital
expenditure requirements in the remaining period of 2019. In the
event that additional financing is required for the Ethiopia project,
the Group may also consider other financing methods, including
capital raising in the capital market as and when appropriate, with an
objective to maintain the Group’s gearing ratio at a healthy level.

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

BEEENWRE DN

CAPITAL COMMITMENTS

As at 30 June 2019, outstanding contractual capital commitments
of the Group in respect of the purchase of property, plant and
equipment not provided for in the interim condensed consolidated
financial statements amounted to approximately RMB159,411,000
(as at 31 December 2018: approximately RMB146,431,000). As at
30 June 2019, there was no capital commitment authorised but not
contracted for (as at 31 December 2018: Nil).

CONTINGENT LIABILITIES

As at 30 June 2019, the Group did not have any contingent liabilities.

CHARGE ON ASSETS

As at 30 June 2019, the current interest-bearing bank loans
with a carrying amount of RMB296,985,000 were secured
by certain property, plant and equipment, prepaid land lease
payments, inventories and pledged deposits with carrying
amounts of approximately RMB128,187,000 (31 December 2018:
approximately RMB80,992,000), approximately RMB39,656,000 (31
December 2018: approximately RMB43,806,000), approximately
RMB40,000,000 (31 December 2018: Nil) and approximately
RMB31,386,000 (31 December 2018: Nil) respectively.

As at 30 June 2019, the non-current interest-bearing bank borrowings
with a carrying amount of RMB37,800,000 were secured by certain
property, plant and equipment, prepaid land lease payments, of the
Group with carrying amounts of RMB72,879,000 (31 December
2018: approximately RMB74,962,000) and RMB16,521,000 (31
December 2018: approximately RMB15,102,000), respectively.
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Management Discussion and Analysis

MATERIAL ACQUISITION AND DISPOSAL

On 28 January 2019, Zhejiang Jinyuan, an indirect wholly-owned
subsidiary of the Company, entered into equipment purchase
agreement with Zhejiang Golden Eagle, pursuant to which Zhejiang
Jinyuan agreed to purchase and Zhejiang Golden Eagle agreed to
sell the 2019 Equipment at a consideration of RMB24,470,000
for the Group’s project in Ethiopia. Please refer to the Company’s
announcement dated 28 January 2019 for further details.

On 24 May 2019, Heilongjiang Jinda, a 72.73% indirectly owned
subsidiary of the Company, entered into an equity transfer agreement
with Heilongjiang Kangyuan, pursuant to which Heilongjiang Jinda
agreed to dispose and Heilongjiang Kangyuan agreed to acquire,
the 75% equity interest of Kangyuan Seed at the consideration of
RMB7,500,000. Please refer to the Company’s announcement dated
24 May 2019 for further details.

Saved for disclosed above, the Group did not have any material
acquisition or disposal during the Review Period.

FOREIGN CURRENCY EXPOSURE

The Group’s transactions are mainly denominated in Renminbi,
United States Dollars, Euros and Hong Kong Dollars. The exchange
rate changes of such currencies are monitored regularly and
managed appropriately. Currently, the Company has also entered into
certain foreign currency forward contracts and derivative financial
instruments by utilising its credit line, and derivative financial
instruments with a current liabilities of approximately RMB222,000
was recognized as at 30 June 2019 (as at 31 December 2018:
approximately RM3,438,000).

BEEENmE T

EXRBRUEE

RZE—NF—AZ+N B MI&m (XRFH
MEZEMBAR) EMNISEILRERE
FBUOWISTRAEREMNISERELE
ZE-NFRE REEARY24,470,0007T  BA
ARASEERERERLEMNIEE - ELH BB
ARRIBAEZE—NEFE—A=-+N\HHRE-

RZE—NLFRA-TEA ARAEEER
72.73%BERNH B AR RIS EHBETHER
RIS RS Bt RETSEREREM
PETIRRRAEWERREEN7%EE RER
AR 7,500,000 EZFFIEFLHBAARE R H
ABTE-NERA_TIONBENRAE-

B EXAREESN ROERE A AEELEE
MEAXREHHE-

S8 L B

REBMOZTZEEUARE T BT RSt
B AEErHPERTZEZEEZSEE M
EXR&F - Bl AARMEREEBI L TET
INERBAENRTESBRTIE MRZE—NF
NAZTH TESRITARRRHEBHAR
#222,000 (R=ZZE—NF+_A=+—80:4
AR #3,438,0007T) °

Kingdom Holdings Limited € Z &R 2 A

13



14

Management Discussion and Analysis

BEEENWRE DN

As at 30 June 2019, the Group had a total of 3,169 employees (30
June 2018: 3,125 employees). Total staff costs incurred for the Review
Period amounted to approximately RMB107,516,000 (six months
ended 30 June 2018: RMB96,029,000).

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

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

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

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

PRINCIPAL RISKS AND UNCERTAINTIES FACING THE
GROUP

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

OUTLOOK AND PLANS

Politically, the rise in sentiment of protectionism and unilateralism led
by the United States has been severely affecting global free trade in
almost every sector and it is expected that such unilateral actions by
individual countries will continue in the foreseeable future.

The trend of environmental-friendliness and the use of natural fibers
has been set. Linen yarn will surely benefit from this trend as it is
one of the most environmentally-friendly fibers. In addition, China
has become one of the largest consumer markets for linen textile
products. The Company is confident in the sustainable demand
for linen yarn in the coming years, as the Chinese government
encourages domestic consumption for its GDP growth and
transformation of its economy to lessen the reliance on exports.

Having said that, the price of cotton in China has dropped over 20%
since May 2019. As such, the demand of linen yarn has also started to
see signs of a slowing momentum in recent months and the operating
environment of the whole textile industry has also become more
challenging. The Group will cautiously monitor the situation and
react to the market accordingly.

The Ethiopia project will not only help the Group in saving land
cost, labour cost, energy cost and tax expenses, but will also enable
the Group to benefit from the favourable treatment under the
African Growth and Opportunity Act (AGOA) of United States and
the Everything but Arms (EBA) initiative of the European Union for
least developed countries (LDCs), which grants duty-free quota-free
access to all products into these countries, to counter the threats of
protectionism and unilateralism. The Ethiopia factory is expected to
commence trial production in early 2020.
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Disclosure of Interests

o R

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

As at 30 June 2019, the Directors and their associates had the
following interests in the Shares of the Company (the “Shares”),
underlying shares and debentures of the Company and its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance, Chapter 571 of the Laws of Hong Kong (the
“SFO”)), or which were recorded in the register required to be
kept under Section 352 of the SFO or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as set out in Appendix
10 to the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”):

Long positions in Shares

EERESTRAERRS - HERKRSO R
ESHEANESERKR

R-TE—NERNA=Z1+H BEELHENHBEAR
AAaaRm ([BRA]) A2 REERZEZE (T
ERBEEBEVENEEELTERN ((BER
HE %A ) EXVES) MBI GO RESH TR -
SO RABHERAE ﬂﬂﬁﬂ%BSZﬂﬁEiﬁ%E’]fiéE
DS REREBHEIIARA
WA (TEHmRA) MTﬁ*wLFfr%kE’Jtm%éﬁA
EFRTELFRINRESTR ([EESFA])ES
THERRAAREABRARSMER AT ([BR
FTl) BRI T -

BB A

Ordinary Shares of HK$ 0.01 each

BREEIBTHEER
Approximately
Total percentage of
Personal Corporate number of issued share
Name of Director o interests interests Shares held capital (%)
(Note 1)
HERTRA
BARS EEEE  ARROLR BOEI%)
(Hit1)
Mr. Ren Weiming FEREE 12,072,000 302,800,000 314,872,000 50.01
(Note 2)
(Hit2)
Mr. Ngan Kam Wai Albert BeBEE 418,000 67,000,000 67,418,000 10.71
(Note 3)
(Hit3)
Ms. Shen Hong BT 480,000 = 480,000 0.08
Notes: Bt 5 :
1. The Shares are registered under the names of the Directors who are the 1. ZERODMERERRRNESHNERETRL -
beneficial Shareholders.
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2. Mr. Ren Weiming holds approximately 76.38% of the issued share
capital of Kingdom Investment (BVI) (as defined below). Mr. Ren
therefore holds a controlling interest in Kingdom Investment (BVI)
and is deemed under the SFO to be interested in the Shares held by
Kingdom Investment (BVI).

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

Share options

As at 30 June 2019, no share options were granted to the Directors or
any of their associates.

Save as disclosed above, as at 30 June 2019, none of the Directors
or their associates had or were deemed to have any interests or short
positions in the Shares, underlying shares and debentures of the
Company or any of its associated corporations (within the meaning of
Part XV of the SFO) which were recorded in the register required to
be kept under Section 352 of the SFO or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code.

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

Disclosure of Interests
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Disclosure of Interests

So far as it is known to the Directors, as at 30 June 2019, the
following persons, other than a Director or chief executive of the
Company, had interests or short positions in the Shares or underlying
shares of the Company which were recorded in the register required
to be kept under Section 336 of the SFO:

Long positions in Shares

Name of Shareholder Capacity

KR & g

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

Kingdom Investment Holdings Limited EnEEA

(TKingdom Investment (BVI) |) (/#7:%71)

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

([ Millionfull International ) (47:12)
Notes:

1. Kingdom Investment (BVI) is owned as to 76.38% by Mr. Ren Weiming,
an executive Director and substantial Shareholder of the Company.

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

Save as disclosed above, as at 30 June 2019, the Company had not
been notified by any person, other than a Director or chief executive
of the Company, who had interests or short positions in the Shares
or underlying shares of the Company which were recorded in the
register required to be kept by the Company under section 336 of the
SFO.
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Corporate Governance and Other Information

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

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

CORPORATE STRATEGY AND LONG TERM BUSINESS
MODEL

The primary objective of the Group is to enhance long-term total
return for Shareholders. The strategy of the Group is to deliver
sustainable returns with solid financial fundamentals. To achieve
this objective, the Company strives to be one of the largest linen
yarn manufacturers in the world through its commitment to
sustainable development and technical innovation, developing
proprietary intellectual property rights, branding of products and
pursuing advanced management for lean management and excellent
performance to generate or preserve value over a longer term.

The management discussion and analysis contains discussions and
analyses of the performance of the Group and the basis on which
the Group generates or preserves value over the longer term and the
strategy for delivering the objective of the Group.

INTERIM DIVIDEND

The Board has resolved not to recommend any interim dividend for
the six months ended 30 June 2019 (30 June 2018: Nil).
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Corporate Governance and Other Information
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*EARHMER

Pursuant to the written resolutions of the sole Shareholder of the
Company passed on 15 November 2006, the Company adopted a
share option scheme (the “Old Scheme”). The Old Scheme expired in
20176.

A new share option scheme (the “New Scheme”) with Shareholders’
approval at the annual general meeting held on 30 May 2016 was
adopted on the same date.

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

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

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

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

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

Options carrying rights to subscribe for a maximum of 22,250,000
Shares were granted on 24 August 2015 (the “Date of Grant”)
pursuant to the Old Scheme and 16,250,000 options remained
outstanding under the Old Scheme as at 30 June 2019, representing
approximately 2.58% of the Shares of the Company in issue as at 30
June 2019, with details as follows:

TEE

Hta#

FBMmEM—22RENEERE BEIENE
A+ AR BN ERSFETEBBARANRE
B HE B ITIRANAI1% ©

5%1&%2 TENHREREEFENKERIEE
RIBA E/‘EEI?ﬁHjﬁﬁﬂxfh%ElfLu‘l“f‘iﬁﬂzﬁ

TR REBENSERATHRSSE | ()RR
T A REERER Hﬂﬂé‘*“ﬁﬁﬂ AR E i‘%ﬁﬁﬁllﬂxfﬁﬂﬂl
mE BZBYVEELEH (\HEEREERESE

FAERERRAMOEEXBBIME R RERNA
SIS An ¥ 45 o i {8 ) 2 B8 B G B £ D4

P 25 4 R ] 5788 £ 22,250, 00088 B 17 HY BE A% 42
BER-_Z—AFNA-THABA (REBH])BE

EffgIRE MR ZZE—NFANA=1H &5rd
I5 355 16,250,00017 M AR T2 HY BE AR + (H AR
AR ZE—NFENA=THEBITRNAI2.58%"
BEFERT:

Number of Shares issuable under the options

BRESRHIRITROYE
Exercise Granted  Exercised  Forfeited  Cancelled
price per Asat  during the  during the  during the  during the Asat  Exercise
Grantees Date of Grant Share  1/1/2019 period period period period 30/06/2019  period
R® R

BR —E-nE —B-NE
ARA Riti A TEE -A-B HARH HBrTE  HARL  BrE® SAZtR TEH

HK$

BT
Employees of the Group 24/08/2015 2.0 5,750,000 - - - 5,750,000 Note 1

in aggregate

KEEEE @5t “E-RFNAZTEA Hiz
Supplier 24/08/2015 2.0 2,500,000 - - - 2,500,000  Note1
IR “E2-RF/\AZ+MmA i3]
Sales agents 24/08/2015 2.0 8,000,000 - - - 8,000,000 ANote1
HERE “E-RENAZTEA gl
Total & & 16,250,000 16,250,000
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tEERRHEMESR
Note 1:

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

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

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

Of which, Share Options carrying rights to subscribe for 16,250,000
Shares (representing approximately 2.58% of the Company’s issued
Shares as at the date of this interim report) have been vested and
become exercisable at an exercise price of HK$2.00 per Share.

No Share Option under the Old Scheme was exercised during the
Review Period. No option was granted under the New Scheme during
the Review Period.

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

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

The Trustee had purchased an aggregate of 19,400,000 Shares on the
market in 2017 to hold on trust for the selected persons pursuant to
the terms and conditions of the rules of the Share Award Plan and the
trust deed. No Share was purchased by the Trustee during the Review
Period.

On 25 May 2018, 19,400,000 Shares have been awarded to selected
persons of which 19,370,000 Shares have been accepted pursuant to
the Share Award Plan.

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

MODEL CODE FOR DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix
10 to the Listing Rules regarding securities transactions by Directors
on terms no less exacting than the required standard as set out in the
Model Code. Having made specific enquiries with all Directors, all
Directors have confirmed that they have complied with the required
standards as set out in the Model Code and the Company’s code of
conduct regarding Directors’ securities transactions for the Review
Period and up to the publication date of the interim results on 21
August 2019.

COMPLIANCE WITH THE CORPORATE GOVERNANCE
CODE OF THE LISTING RULES

The Company is committed to the establishment of good corporate
governance practices and procedures with a view to being a
transparent and responsible organisation which is open and
accountable to the Company’s Shareholders. The Directors believe
that good corporate governance practices are increasingly important
for maintaining and promoting investor confidence. In the opinion
of the Directors, save for the deviation to code provision A.2.1 of the
Corporate Governance Code (the “Code”) contained in Appendix 14
of the Listing Rules as disclosed below, the Company has complied
with the code provisions set out in the Code throughout the Review
Period.
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*EARHMER

Code Provision A.2.1

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

AUDIT COMMITTEE AND REVIEW OF INTERIM
RESULTS

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

APPRECIATION

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

REVENUE FROM CONTRACTS
WITH CUSTOMERS

Cost of sales

Gross profit

Other income and gains

Selling and distribution expenses
Administrative expenses

Other expenses

Finance costs

Gain on disposal of a subsidiary

PROFIT BEFORE TAX

Income tax expense
PROFIT FOR THE PERIOD

Attributable to:
Owners of the parent
Non-controlling interests

EARNINGS PER SHARE ATTRIBUTABLE
TO ORDINARY EQUITY HOLDERS

OF THE PARENT

Basic

Diluted

FHEASHERER

For the six months ended 30 June 2019 #Z =F—LENHA =+ HI~MEA

For the six months ended 30 June

BEANA=tTHLEAER

2019 2018
—E-NF =
Notes RMB’000 RMB’000
Hiat ARETR ANEE RS SR
(Unaudited) (Unaudited)
(REEZ) (REEEZ)
BEEAHKA
4 731,167 513,401
$HE KA
(536,332) (431,156)
EF 194,835 82,245
Bl k5= 4 9,480 7,199
HENDHEFA Y (23,070) (211227
THAX (36,461) (29,993)
HiFHx (9,465) (4,391)
B 75 A A 5 (9,275) (9,253)
HE—RWB RTINS = 235 -
B i A )% F 6 126,279 24,580
i 7 (35,550) (2,099)
B R 90,729 22,481
%38 B L
SRAREAR A 87,814 23,099
FE 12 ) 1 A 2 2,915 (618)
90,729 22,481
BATREEREZEEARE
EERER
HAK 9 RMBA K #0.147T RMBA R #0.047T
iy 9 RMBA K#0.147T RMBA R #0.047T
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Interim Condensed Consolidated Statement of Comprehensive Income

RS BA S Of 2 E W E &

For the six months ended 30 June 2019 &2 = ZF— N F A=+ HIENEA

PROFIT FOR THE PERIOD

Other comprehensive income to
be reclassified to profit or loss in
subsequent periods:

Exchange differences on translation of
foreign operations

TOTAL COMPREHENSIVE INCOME,
FOR THE PERIOD

Attributable to:
Owners of the parent
Non-controlling interests

2019 Interim Report — & — N FEREIREH

For the six months ended 30 June

BEANA=tTHLEAREAR

2019 2018
—E-hE —E-N\F
RMB’000 RMB’000
ARET T ARBEF T
(Unaudited) (Unaudited)
(REEZ) (REEFTEZR)
HRR A 90,729 22,481
BREEPREEFHSBETERD
Hih 2 mEUREs
BEGINERRIE N =58
(59) (255)
HAZEKEAEE
90,670 22,226
%18 B B
HARHEA A 87,755 22,844
FE2 I 1R 25 2,915 618)
90,670 22,226




Interim Condensed Consolidated Statement of Financial Position

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

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

Total non-current assets

CURRENT ASSETS

Inventories

Trade and notes receivables

Prepayments, deposits and other
receivables

Pledged deposits

Cash and cash equivalents

Total current assets

CURRENT LIABILITIES
Trade and notes payables
Other payables and accruals
Interest-bearing bank and

other borrowings
Derivative financial instruments
Dividend payable
Tax payable

Total current liabilities
NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT
LIABILITIES

FRBEE

ME - BB KkZE
BREYE
EREEE

T HE BN IR
Hip iy B E
REBENFIR
HpIFmey&EE
BEXERBEE

ERBEESE
FBEE

i

M 5 05 R 0
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REBEEFE
BEERERRDAE
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As at 30 June 2019 R-FE—NENA=+H

30 June 31 December

2019 2018

—E-hEF —E-NF

~NAZ=ZTH )

RMB’000 RMB’000

ARETR ARETTT

Notes (Unaudited) (Audited)
HiaE (REEZX) (fEEZ)
10 891,440 803,778
6,629 6,929

2,654 -

63,651 63,062

17 4,975 7,248
30,775 W, 139

407 407

5,209 5,596

1,005,740 904,159

12 609,157 557,087
13 299,667 295,115
80,969 60,704

153,183 68,857

219,724 241,826

1,362,700 1,223,589

14 295,419 245,675
111,850 123,300

15 631,739 508,984
20 222 3,438
33,235 1

22,326 28,133

1,094,791 909,531

267,909 314,058

1,273,649 1,218,217
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Interim Condensed Consolidated Statement of Financial Position

5 £ B & OF B 35 AR O R

As at 30 June 2019 R-ZFE—NFNNA=+H

TOTAL ASSETS LESS CURRENT
LIABILITIES

NON-CURRENT LIABILITIES

Deferred tax liabilities

Interest-bearing bank and
other borrowings

Total non-current liabilities

Net assets

EQUITY
Equity attributable to owners of
the parent
Share capital
Treasury shares
Reserves

Non-controlling interests

Total equity

EERERADAE

FRBEE
EEHIAAE
AHRRITREMER

FRBREAR
BEFE

S
BREEE AR AR

(LN
B
ff# 178

FEFES RS

AR
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Notes
it

15

16
17

30 June 31 December
2019 2018
—EB-NF —E-N\F
~NAZ=ZTH +—-_RA=+—H
RMB’000 RMB’000
AR¥ TR ARBEF T
(Unaudited) (Audited)
(REEX) (feEZ)
1,273,649 1,218,217
22,252 14,308
39,282 50,400
61,534 64,708
1,212,115 1,153,509
6,329 6,329
(18,493) (19,508)
1,182,576 1,126,068
1,170,412 1,112,889
41,703 40,620
1,212,115 1,153,509




Interim Condensed Consolidated Statement of Changes in Equity

FHEHEHERERE R

At 31 December 2018
(audited)

Effect of adoption of
IFRS 16

At T January 2019
(restated)
(unaudited)

Profit for the period

Exchange differences on
translation of foreign
operations

Total comprehensive
income for the period

Disposal of a subsidiary

Equity-settled share
awards plan

Transfer of share award
plan reserve upon the
vesting

Final 2018 dividend
declared

At 30 June 2019
(unaudited)

At T January 2018
(audited)

Profit for the period

Exchange differences on
translation of foreign
operations

Total comprehensive
income for the period

Capital injection

Equity-settled share
awards plan

Final 2017 dividend
declared

At30 June 2018
(unaudited)
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For the six months ended 30 June 2019 & Z —ZE— N FENH
Attributable to owners of the parent
BRREEAEE
Share Share
Issued Share  Treasury  Merger  Statutory option award  Exchange  Retained

capital  premium shares  reserve  reserve  reserve  reserve  reserve profits Total

BEfT BRE BRHOKR
BE  BRHEE BEERG GHHE AERE e e EXRE REEN At
RMB'000  RMB'000  RMB'000 RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

=+t HALNEAA
Non-
controlling Total
interests equity
FERHIM
Bit BR4R
RMB'000  RMB'000

ARBTR ARBTL ARETRL ARETR ARETIL ARETIL ARMTIL ARMTI ARMTI ARMTI ARMTT ARNTT

6329 271388 (19508 196816 114215 2207 3567 (18935 556810 1112889 40620 1,153,509
- - - - - - - - @y g =)
6320 271388 (19508) 196816 114215 2207 3567 (18935 556693 1,112,772 40620 1,153,392
. = = = = = = - e84 87814 2915 90729
- - - - - - - (59) - (59) - (59)
- - - - - - - (9) 67814 87755 2915 90,670
= . = . = . . . . -0y (18
- - - - - - 2988 - - 2988 - 2988
- e 100 = = - - - - - -
= . . 2 2 . . - (33103)  (33,103) - (33109
6320 271170 (18493) 196816 114215 2207 5758 (18994 611404 1170412 41703 1212115
6329 271388 (19508) 196816 114215 2207 - (19021) 465331 1017757 32439 1,050,19
- - - - - - - - B0 B0 (618) 22481
- - - - - - - ) -5 - )
, } B} ; . - S sy BOW 084 618 22206
- - - - - - - - 7000 7,000
= . . 2 2 . 510 . . 510 . 510
- - - - - - - - 05)  (10527) - (1052)
6320 271388 (19508) 196816 114215 207 510 (19276) 477,003 1030384 38,821 1,069,403
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Interim Condensed Consolidated Statement of Cash Flows
mE X

FHEESHEREE

For the six months ended 30 June 2019 &2 = ZF— N F A=+ HIENEA

CASH FLOWS FROM OPERATING
ACTIVITIES

Profit before tax

Adjustments for:

Fair value loss/(gains) on derivative
financial instruments transactions
not qualifying as hedges

Equity-settled share award expenses

Depreciation

Depreciation of right-of-use assets

Amortisation of prepaid land lease
payments

Amortisation of intangible assets

Provision for/(Reversal of) impairment
of inventories

Losses on disposal of items of property,
plant and equipment

Provision for/(Reversal of) impairment
of trade and notes receivables

Provision for impairment of property,
plant and equipment

Gain on disposal of a subsidiary

Finance costs

Exchange (gains)/losses, net

Bank interest income

(Increase)/Decrease in inventories

(Increase)/Decrease in trade and
notes receivables

(Increase)/Decrease in prepayments,
deposits and other receivables

Proceeds from pledged deposits

New pledged deposits

Decrease in derivative financial
instruments

Increase/(Decrease) in trade and
notes payables

(Decrease)/Increase in other payables
and accruals

Cash generated from operations

Interest received
Income tax paid

Net cash flows generated from operating
activities

REFDNRERE

BR T A A A

HEBIRA -

TEEREL HE
fTESRMTI AR S
NAEEER (B58)

VARE 25 45 5 A 10 2R ED A 2

e

EREEENE

3t AR B TR AN FRIR 8

B B
FERERE (HE)

HEME BFE R
REHEE EE
FE B 5 BRR K e W R
BERE, ()
ME - BB k&R ERE

i — R B A TR B35
B A

X (182%) / BRTE
1T BIA

Fe (4gm) Ed
FEN E 50 K K R R
() @

B & R H b MR IR

(4n) />
BRI FRN ISR
iEo BRER
TESRIARD
e B ZIRR N BN R
o, CR)
HAth e 7R R FRIR B
O A) /4
REEENRS

RGPS
B PS5

RERHEENTSME TR

30 2019 Interim Report =& — h EREARE

For the six months ended 30 June

BEAA=ZTHLEREAR

2019 2018
—®-n%E —2-N\F
RMB’000 RMB’000
AR® T AR®ET T
(Unaudited) (Unaudited)
(RESER) (REgEZ)
126,279 24,580
211 (5,474)
2,988 510
35,602 37,151
775 —
918 866
273 278
5,507 (2,519)
1,331 335
422 (8)
6,173 -
(235) -
9,275 9,253
(2,221) 95
(201) (326)
187,097 64,741
(57,577) 2,365
(5,622) 35,542
(22,922) 3,582
66,972 77,538
(113,423) (79,183)
(1,075) (3,235)
49,744 (38,488)
9,139) 8,413
94,055 71,275
201 326
(33,460) (968)
60,796 70,633




Interim Condensed Consolidated Statement of Cash Flows

CASH FLOWS FROM INVESTING
ACTIVITIES

Purchases of items of property, plant and
equipment

Prepayments for equipment

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

Disposal of a subsidiary

Net cash flows used in investing activities

CASH FLOWS FROM FINANCING
ACTIVITIES

Capital injection from non-controlling
shareholders

New bank loans

Repayment of bank loans

New related party loans

Interest paid

Payment of lease liabilities

Proceeds from pledged deposits

New pledged deposits

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

NET DECREASE IN CASH AND CASH
EQUIVALENTS

Cash and cash equivalents at beginning
of period

Effect of foreign exchange rate
changes, net

CASH AND CASH EQUIVALENTS AT
END OF PERIOD

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

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

FHEHESHEERER

For the six months ended 30 June 2019 #Z =F—LENHA =+ HI~MEA
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BEWE BENIREEB
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HEWE BERREBEE R

Hip L& EMSHRIA

HE—HKHEARE

RERDANRSREFR

MEFTHNRERE

FEEER B RE R
HiERITE R
BERITER
¥TRRET B
BERAHE
HEEEMK
EHERFROASHRIA
gD \AER
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For the six months ended 30 June

BERA=ZTHLEREAR

2019 2018

—E-hEF =

RMB’000 RMB’000

ARBT T AR¥TIT

Notes (Unaudited) (Unaudited)
H et (REEX) (REERZ)
(115,890) (47,046)

(30,775) (10,582)

1,342 32

18 5,505 o
(139,818) (57,596)

- 5,000

567,015 525,387

(478,310) (523,555)

20,000 -

(12,907) (11,301)

(944) -

44,094 33,669

(81,969) (82,554)

56,979 (53,354)

(22,043) (40,317)

241,826 173,824

(59) (255)

219,724 133,252

219,724 133,252

219,724 133,252
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Kingdom Holdings Limited (the “Company”) was incorporated
in the Cayman Islands as an exempted company with limited
liability on 21 July 2006. The Company’s shares were listed
on the Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 12 December 2006.

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

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

The interim condensed consolidated financial statements for
the six months ended 30 June 2019 have been prepared in
accordance with International Accounting Standard (“IAS”) 34
“Interim Financial Reporting”.

The interim condensed consolidated financial statements do
not include all the information and disclosures required in the
annual financial statements, and should be read in conjunction
with the Group’s annual financial statements for the year ended
31 December 2018.

The accounting policies and basis of preparation adopted
in the preparation of the interim condensed consolidated
financial statements for the six months ended 30 June 2019 are
consistent with those used in the preparation of the Group’s
annual financial statements for the year ended 31 December
2018, except in relation to the new and revised International
Financial Reporting Standards (“IFRSs”, which also include
IASs and interpretations) as set out in note 2.3 that are adopted
for the first time for the current period’s unaudited interim
condensed consolidated financial statements, the adoption of
these new and revised IFRSs has had no significant impact on
the results and the financial position of the Group.
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Notes to Interim Condensed Consolidated Financial Statements

EARS B S OF B B AR MY A

For the six months ended 30 June 2019 #Z =F—LENHA =+ HiNMEA

The accounting policies adopted in the preparation of the
interim condensed consolidated financial statements are
consistent with those followed in the preparation of the
Group’s annual consolidated financial statements for the
year ended 31 December 2018, except for the adoption of
new standards and interpretations effective as of 1 January
2019. The Group has not early adopted any other standard,
interpretation or amendment that has been issued but is not yet
effective.

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

IFRS 16 Leases

IFRIC Interpretation 23 Uncertainty over Income Tax

Treatments

Amendments to IFRS 3, IFRS 11,
IAS 12 and IAS 23

Annual Improvements
2015-2017 Cycle

IFRS 16 Leases

IFRS 16 replaces IAS 17 Leases, IFRIC Interpretation 4
Determining whether an Arrangement contains a Lease, SIC-
15 Operating Leases — Incentives and SIC-27 Evaluating
the Substance of Transactions Involving the Legal Form of a
Lease. The standard sets out the principles for the recognition,
measurement, presentation and disclosure of leases and
requires lessees to account for all leases under a single on-
balance sheet model. Lessor accounting under IFRS 16 is
substantially unchanged from IAS 17. Lessors will continue to
classify leases as either operating or finance leases using similar
principles as in IAS 17. Therefore, IFRS 16 did not have any
financial impact on leases where the Group is the lessor.
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For the six months ended 30 June 2019 &2 = ZF— N F A=+ HIENEA

IFRS 16 Leases (continued)

The Group adopted IFRS 16 using the modified retrospective
method of adoption with the date of initial application of 1
January 2019. Under this method, the standard is applied
retrospectively with the cumulative effect of initial adoption as
an adjustment to the opening balance of retained earnings at 1
January 2019, and the comparative information for 2018 was
not restated and continues to be reported under IAS 17.

New definition of a lease

Under IFRS 16, a contract is, or contains a lease if the contract
conveys a right to control the use of an identified asset for
a period of time in exchange for consideration. Control is
conveyed where the customer has both the right to obtain
substantially all of the economic benefits from use of the
identified asset and the right to direct the use of the identified
asset. The Group elected to use the transition practical
expedient allowing the standard to be applied only to contracts
that were previously identified as leases applying IAS 17
and IFRIC Interpretation 4 at the date of initial application.
Contracts that were not identified as leases under IAS 17 and
IFRIC Interpretation 4 were not reassessed. Therefore, the
definition of a lease under IFRS 16 has been applied only to
contracts entered into or changed on or after 1 January 2019.

At inception or on reassessment of a contract that contains a
lease component, the Group allocates the consideration in the
contract to each lease and non-lease component on the basis
of their standard-alone prices. A practical expedient is available
to a lessee, which the Group has adopted, not to separate
non-lease components and to account for the lease and the
associated non-lease components (e.g., property management
services for leases of properties) as a single lease component.
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For the six months ended 30 June 2019 #Z =F—LENHA =+ HiNMEA

IFRS 16 Leases (continued)
As a lessee — Leases previously classified as operating leases
Nature of the effect of adoption of IFRS 16

The Group has lease contracts for various items of property
and vehicles. As a lessee, the Group previously classified
leases as either finance leases or operating leases based on the
assessment of whether the lease transferred substantially all the
rewards and risks of ownership of assets to the Group. Under
IFRS 16, the Group applies a single approach to recognise and
measure right-of-use assets and lease liabilities for all leases,
except for short-term leases (elected by class of underlying
asset). The Group has elected not to recognise right-of-use
assets and lease liabilities for leases, that at the commencement
date, have a lease term of 12 months or less. Instead, the Group
recognises the lease payments associated with those leases as
an expense on a straight-line basis over the lease term.

Impacts on transition

Lease liabilities at 1 January 2019 were recognised based on
the present value of the remaining lease payments, discounted
using the incremental borrowing rate at 1 January 2019 and
included in interest-bearing bank and other borrowings.

The right-of-use assets were measured at the amount of the
lease liability, adjusted by the amount of any prepaid or
accrued lease payments relating to the lease recognised in the
statement of financial position immediately before 1 January
2019. All these assets were assessed for any impairment based
on IAS 36 on that date. The Group elected to present the right-
of-use assets separately in the statement of financial position.

For the leasehold buildings previously included in investment
properties and accounted for using the cost model, the Group
has continued to include them as investment properties at 1
January 2019. They continue to be accounted for using the cost
model applying IAS 40.

The Group has used the following elective practical expedients
when applying IFRS 16 at 1 January 2019:

. Applied the short-term lease exemptions to leases with a
lease term that ends within 12 months from the date of
initial application
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For the six months ended 30 June 2019 &2 = ZF— N F A=+ HIENEA

IFRS 16 Leases (continued)

(IR Bt B3 & 2R F165HE ()

As a lessee — Leases previously classified as operating leases VE?%E@E/\ ERIDBREEHENEE
(continued)

Impacts on transition (continued) //5* TE (&)

The impacts arising from the adoption of IFRS 16 as at 1 R-ZZE-NF—A—BRA (BERMEHRE

January 2019 are as follows:

AEBIY F165MFZENT

Increase/
(decrease)
g, CE)
RMB’000
ARETT
(Unaudited)
(REER)
Assets BE
Increase in right-of-use assets FRAEEELN 3,224
Liabilities a8fE
Increase in interest-bearing bank and other borrowings — 5FE R 7T & E At f& B 12 A0 3,341
Decrease in retained earnings REBIEL (117)
The lease liabilities as at 1 January 2019 reconciled to the RZZE-NF-A-BANHEEAEEN_F
operating lease commitments as at 31 December 2018 is as —NFE+Z A=+ —BNEERERELR
follows: LU
RMB’000
ARBTT
(Unaudited)
(REER)
Operating lease commitments as at RZB-NF+ZA=+—-HH
31 December 2018 REHERE
Weighted average incremental borrowing rate as at R-ZZE-—NF—H—HBH8
1 January 2019 INHE 3 8 BRI K 4.41%
Discounted operating lease commitments as at R-ZE-—NAF—H—HH
1 January 2019 BRI LT B AR 4,100
Less: Commitments relating to short-term leases R BRRE HRTE S AR R e AR AR 759
Lease liabilities as at 1 January 2019 R-ZEB-NAF-HA—HWNHEEARE 3,341
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For the six months ended 30 June 2019 #Z =F—LENHA =+ HiNMEA

IFRS 16 Leases (continued)

Summary of new accounting policies

The accounting policy for leases as disclosed in the annual
financial statements for the year ended 31 December 2018
is replaced with the following new accounting policies upon
adoption of IFRS 16 from 1 January 2019:

Right-of-use assets

Right-of-use assets are recognised at the commencement date
of the lease. Right-of-use assets are measured at cost, less any
accumulated depreciation and any impairment losses, and
adjusted for any remeasurement of lease liabilities. The cost
of right-of-use assets includes the amount of lease liabilities
recognised, initial direct costs incurred, and lease payments
made at or before the commencement date less any lease
incentives received. Unless the Group is reasonably certain
to obtain ownership of the leased asset at the end of the lease
term, the recognised right-of-use assets are depreciated on a
straight-line basis over the shorter of the estimated useful life
and the lease term.

Lease liabilities

Lease liabilities are recognised at the commencement date
of the lease at the present value of lease payments to be
made over the lease term. The lease payments include fixed
payments (including in-substance fixed payments) less any
lease incentives receivable, variable lease payments that
depend on an index or a rate, and amounts expected to be
paid under residual value guarantees. The lease payments also
include the exercise price of a purchase option reasonably
certain to be exercised by the Group and payments of penalties
for termination of a lease, if the lease term reflects the Group
exercising the option to terminate. The variable lease payments
that do not depend on an index or a rate are recognised as
an expense in the period in which the event or condition that
triggers the payment occurs.

(EIRR Bt B3R 5 2 Al F165RHE ()
e RRME
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For the six months ended 30 June 2019 &2 = ZF— N F A=+ HIENEA

IFRS 16 Leases (continued)

Summary of new accounting policies (continued)

Lease liabilities (continued)

In calculating the present value of lease payments, the
Group uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the lease is
not readily determinable. After the commencement date, the
amount of lease liabilities is increased to reflect the accretion of
interest and reduced for the lease payments made. In addition,
the carrying amount of lease liabilities is remeasured if there
is a modification, a change in future lease payments arising
from change in an index or rate, a change in the lease term, a
change in the in-substance fixed lease payments or a change in
assessment to purchase the underlying asset.

Amounts recognised in the interim condensed consolidated
statement of financial position and profit or loss
The carrying amounts of the Group’s right-of-use assets and

(BRI BEREER) F1655HE (@)
MEHBERME (5

HEEE (#)

RErBEHERFIRER  WHETFHASF
K GHET  AIAEERABNEERLKA
I EERFIR - NFHB B % HEAE
SHEETAEUARMRIEZETHEMNEE
RFIEL TR - Lol - tna 8ok - BERER
AR AR e M IR BEFH
e EEETHEMNRHIRE)E
BHBEENTGEMES  MeEHtE
HEAENEEE-

R EAR B & FF ISR Lok M B s R W AR A
T8
AEEEREEELREERE (FFATFE

lease liabilities (included within ‘interest-bearing bank and RITREMEE])NEROERPRZEEH
other borrowings’), and the movement during the period are as PR
follow:
Right-of-use asset
EREEE
Plant and Motor Sub- Lease
buildings vehicles total liabilities
BERET RE et HEEE
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARBTT ARBTT ARBTT
Asat1 January 2019 R=Z—-hF—HA—H 1,776 1,448 3,224 (3,341)
Additions NE 205 = 205 (205)
Depreciation charge TEER (680) (95) (775) -
Interest expense MEFX - - - (70)
Payments TR - - = 944
As at 30 June 2019 R-ZE-hEXA=TH 1,301 1,353 2,654 (2,672)

The Group recognised rental expenses from short-term leases of
RMB500,326 for the six months ended 30 June 2019.
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For the six months ended 30 June 2019 #Z =F—LENHA =+ HiNMEA

IFRIC Interpretation 23

The Interpretation addresses the accounting for income
taxes (current and deferred) when tax treatments involve
uncertainty that affects the application of IAS 12 (often
referred to as “uncertain tax positions”). The interpretation
does not apply to taxes or levies outside the scope of IAS
12, nor does it specifically include requirements relating
to interest and penalties associated with uncertain tax
treatments. The interpretation specifically addresses (i) whether
an entity considers uncertain tax treatments separately; (ii)
the assumptions an entity makes about the examination of
tax treatments by taxation authorities; (iii) how an entity
determines taxable profits or tax losses, tax bases, unused
tax losses, unused tax credits and tax rates; and (iv) how an
entity considers changes in facts and circumstances. The
interpretation did not have any significant impact on the
Group's interim condensed consolidated financial information.

For management purposes, the Group is organised into one
single business unit that includes primarily the manufacture
and sale of linen yarns. Management reviews the consolidated
results when making decisions about allocating resources and
assessing performance of the Group. Accordingly, no segmental
analysis is presented.
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For the six months ended 30 June 2019 &2 = ZF— N F A=+ HIENEA

40

Geographical information

(a) Revenue from contracts with customers

An analysis of the Group’s geographical information

on revenue attributed to the regions on the basis of the

customers’ locations for the six months ended 30 June

2019 is set out in the following table:

Mainland China
European Union Countries
Non-European Union Countries

Total

2019 Interim Report — & — N FEREIREH

AR
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oy

EER

@ TPAKWA
TREJNAKERBE_F-—NFX
A=tTHLERNEAREFRELS D
B0 3 [ A5 UL O 30 38 B KL 3 4T

NN

Revenue from contracts
with customers
EEEHKA

For the six months
ended 30 June
BEXA=1TRHLAEAR

2019 2018
—E-hF —ET-NF
RMB’000 RMB’000
AR%ETR ARET T
(Unaudited) (Audited)
(REERZ) (feE%)
308,887 162,603
185,638 137,479
236,642 213,319
731,167 513,401
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For the six months ended 30 June 2019 #Z =F—LENHA =+ HiNMEA

Geographical information (continued) 3R E R ()
(b)  Non-current assets (b) FERBEE

30 June 31 December

2019 2018
—E-NEF —E-)N\F
AB=1tH == i—H
RMB’000 RMB’000
AR®T T ARETT
(Unaudited) (Audited)
(REEX) (RER)
Mainland China el N 792,741 780,140
Ethiopia REM L 205,136 118,423
997,877 898,563

Information about a major customer FHXEEFHESR
No revenue amounting to 10 percent or more of the Group’s REBE_Z-—AFRNA=THIRER I
total revenue was derived from sales to a single customer for BEME-FPETHHERAMGREERRI
the six months ended 30 June 2019 (six months ended 30 June A10% A E (B2 —F—NFXA=+H

2018: Nil). WENER &) -
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For the six months ended 30 June 2019 &2 = ZF— N F A=+ HIENEA

EPAKMWA (TRENA K E & X 5) 5
WM REANHEEEE CHNKRHEE
P RIB A SHE T SRE -

Revenue from contracts with customers, which is also the
Group's turnover, represents the sales value of linen yarn, hemp
yarn and scraps, net of sales tax and deduction of any sales
discounts and returns.

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

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

2019 2018
—E-hF —EF-NF
RMB’000 RMB’000
AR®T T AR¥BT T
(Unaudited) (Unaudited)
(REEXK) (REER)
Type of goods or services EmRKER
Sales of linen yarn, hemp yarn and scraps SHE A EM A N BE L 731,167 513,401
Timing of revenue recognition LON: 410
Goods transferred at a point in time RE—BSREZNER 731,167 513,401
Other income H b W 5
Bank interest income HRITHEWA 201 326
Government grants BT B 6,177 865
Foreign exchange gains, net HNEE S 2% B 2,221 =
Others Hitp 881 534
9,480 1,725
Gains B
Fair value gains on derivative financial MTEERMIANAAEBESR
instruments, net R - 5,474
9,480 7,199
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For the six months ended 30 June 2019 #Z =F—LENHA =+ HiNMEA

5. FINANCE COSTS 5. BB A
For the six months
ended 30 June
BZA<B=1+HIAEA
2019 2018
—E-hEF SEE= s
RMB’000 RMB’000
ARETT A JERESSETE
(Unaudited) (Unaudited)
(REEZ) (REEEZ)
Interest on bank loans IRITERAF B 13,237 10,995
Less: interest capitalised B B ERE (3,962) (1,742)

9,275 9,253
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For the six months ended 30 June 2019 &2 = ZF— N F A=+ HIENEA

REBBBAENRDR, (A To%
EEEHE,

The Group’s profit before tax is arrived at after charging/
(crediting):

For the six months
ended 30 June
BEAA=1tHILAEA

2019 2018
—E-hE —T-N\EF
RMB’000 RMB’000
AR®T AREFT
(Unaudited) (Unaudited)
(REEX) (REEZ)
Cost of inventories sold HEFERA 536,332 431,156
Depreciation e 35,602 37,151
Depreciation of right-of-use asset EREEENE 775 =
Amortisation of prepaid land lease = 3h 78 & T8 (< FRIA  8H
payments 918 866
Amortisation of intangible assets A EEH 273 278
Research and development (“R&D”) ek ([HE]) A%
expenses 5,846 3,378
Auditors’ remuneration 1% S5 A B & 975 979
Employee benefit expense (including EERAMFAX
directors’” and chief executive’s (BREFLESTRAEHH)
remuneration):
Wages, salaries and other benefits TE FHekHEMmEF 99,511 89,764
Pension scheme contributions RIRSETEIH K 5,017 5,755
Equity-settled share award expense VAR 3 48 55 iR 1) 22 B A <2 2,988 510
107,516 96,029
Foreign exchange (gains)/loss, net SNE (1588) B FHE (2,221) 3,793
Fair value loss/(gains) on derivative TESRMTIANAAEBEER
financial instruments (5%
— transactions not qualifying as hedges ~ —TAERIEE TR S 211 (5,474)
Provision for/(Reversal of) inventories FERE,/ (BE)ZE R FE
to net realisable value 5,507 (2,519)
Provision for/(Reversal of provision FEWE 5 RE R R B R E R,
for) impairment of trade and notes (FfEeEm)
receivables 422 (8)
Provision for impairment of property, M - BB KR ERERE
plant and equipment 6,173 -
Finance costs B 7% A AR 9,275 9,253
Bank interest income |ITHBUA (201) (326)
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Notes to Interim Condensed Consolidated Financial Statements

EARS B S OF B B AR MY A

For the six months ended 30 June 2019 #Z =F—LENHA =+ HiNMEA

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

period are as follows:

AEERBANMERAXEZRAMT:

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

2019 2018

—ZE-hEF —T-N\F

RMB’000 RMB’000

AREF R ARBTIT

(Unaudited) (Unaudited)

(REERZ) (REEEZ)
Current charge/(credit) for the period BEsAS (K R) 27,653 (2,854)
Deferred IRIE 7,897 4,953
Total tax charge for the period HAARIA S H 48R 35,550 2,099

(ii)

(iii)

(iv)

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

In accordance with the PRC Corporate Income Tax Law
which was approved and became effective on 1 January
2008, the provision for Mainland China current income
tax has been based on a statutory rate of 25% of the
assessable profits of the Company for the year except for
Zhaosu Jindi Flax Co., Ltd. (“Zhaosu Jindi”), one indirect
wholly-owned subsidiaries of the Group. Zhaosu Jindi
is engaged in the preliminary processing of agriculture
products and is exempted from PRC income tax.

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

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

REREHEMRBREZESRA R
AR AEBBAMMNFSEERE
BRZESERNMEHR-

RECEBIN -_"TTNF—HA—H
R (PEEEMRETE)  PEX
RS REBERBEFALRT
B FE SR B0 MIR25%0E E M KT E -
HEAEREN —FKEX2EMNB ARG
gowmmARAR ([RBEFet] )
ShoBRER BN B REMA VI T
%5 R RSN BPEH

(ii)

ERNEHENEBEENEZ2AE
7B TT Al 5t B SRR M IA8.25% 5 K 5+
TR - ER 2 B &8 TR B SR A
JBIR16.5%H B R

(iii)

RIFBARFRASOER  NEE AR
28.82% M RS B BRER
24% R EFHEOBEANDERAEHR &
1%24.82%B Rt E BB AF & P15
Mo

(iv)
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Notes to Interim Condensed Consolidated Financial Statements

HA R A S OF B IS AR MY R

For the six months ended 30 June 2019 &2 = ZF— N F A=+ HIENEA

The board has resolved not to declare any interim dividend
in respect of the six months ended 30 June 2019 (six months
ended 30 June 2018: Nil).

The calculation of the basic earnings per share amount is
based on the profit for the period attributable to ordinary
equity holders of the parent and the weighted average number
of ordinary shares of 610,474,000 (six months ended 30 June
2018: 629,678,000) in issue during the reporting period.

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

The calculations of basic and diluted earnings per share are

EXQaRTEREE_T-NAFARA=F
BIEAREANEANT SRS (B2=F N\
FRA=THIERER: &) -

BREABMNSEIRES AR T ERER
B AREBHREN MRS HRNE TSR
AR ANFE 159 80610,474,0000% (BRE —ZE— N\
FRA=FHIENMEA :629,678,0008% ) 5t

Ho
Ea

BREERNSEIRES AR ARES
A ARG SRS RS E - st E R {E A
MEBRNEFABIBREHACHTE
BBE (Bt EEREARTMERER
Rl ARBREBEEEE L BRKES
ETEIARAEBRREERTHEAR
IHEF I 8L -

BEREAREFTRNOAETAAT

based on:
For the six months
ended 30 June
BEANA=+tBLEAEAR
2019 2018
—B-NEF —E-N\F
RMB’000 RMB’000
AR®T T AR¥BT T
(Unaudited) (Unaudited)
(REERK) (REEZ)
Earnings 27
Profit attributable to ordinary equity RE B EBIRERZN O E A F]
holders of the parent used in the TR AR A ARG A
basic earnings per share calculation 87,814 23,099
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Notes to Interim Condensed Consolidated Financial Statements

EARS B S OF B B AR MY A

Farthestxmonthsended30/une2079 BE_—F—NFNA=ZFHINEA

BASIC AND DILUTED EARNINGS PER SHARE 9. BRAREEREZFEABREER
ATTRIBUTABLE TO ORDINARY EQUITY EXR#BERR @
HOLDERS OF THE PARENT (continued)
Number of shares
R EE
2019 2018
—E-NF —T-)N\F
000 ‘000
FR T AR
Shares Bz 12
Weighted average number of ordinary R ESRERBNNBPAB T
shares in issue during the period used EEBINE T 19 8
in the basic earnings per share
calculation 610,474 629,678
Effect of dilution — weighted average BERE - LERMETHE:
number of ordinary shares:
Share award plan [& 15 L2 BT &) 19,174 =
Share options B A A 16,250 16,250
645,898* 645,928
¢ Because the exercise price of share options is higher than the g B RERENTTEESRTIE AR E
market price, the share options were ignored in the calculation GIREE & T E RSB RE At &7
of diluted earnings per share. Therefore, the diluted earnings A H 2 FI| 1 BURE T 15 B 1A 28 A B B
per share amount is based on the earnings for the year of 87,814,000 K BN B %77 Z B R i11EF
RMB87,814,000 and the weighted average number of ordinary 152(629,648,0008% 71 5 °

shares of 629,648,000 in issue during the period.

Kingdom Holdings Limited £ #ZRER AT 47



48

Notes to Interim Condensed Consolidated Financial Statements

HA R A S OF B IS AR MY R

For the six months ended 30 June 2019 &2 = ZF— N F A=+ HIENEA

10.

PROPERTY, PLANT AND EQUIPMENT

At 31 December 2018 and
at 1 January 2019:
Cost
Accumulated depreciation

Net carrying amount

At 1 January 2019, net of
accumulated depreciation

Additions

Depreciation provided
during the period

Transfers

Disposals

Disposal of a subsidiary

Impairment provision

Exchange realignment

At 30 June 2019, net of
accumulated depreciation

At 30 June 2019:
Cost
Accumulated depreciation
Impairment provision

Net carrying amount

RZF-NFtZA=1-A
BR=F-AE—A-A:
A&

ZitihE

REFE

R=F-n&-A-R:
NB2HE

RE

SR ERE

85

&
HERBAR
AERE

B AR

RZF-NEAA=TA"
TBREHTE
RZB-NERA=TA:
A
B
RERR

REFE

10. ¥% BERRE

As at 30 June 2019, the Group’s property, plant and equipment
with a net carrying amount of approximately RMB201,066,000
(31 December 2018: RMB155,954,000) were pledged to
secure bank loans granted to the Group as set out in note 15(i)

and (ii).
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Plant and Office Motor Leasehold  Construction
buildings ~ Machinery ~ equipment vehicles improvements i progress Total
BEREEY BE  HAZRB AE HENELE EEIR @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETT ARETT AR%Tn ARETR ARETT ARETR
391,982 703,113 119,345 10,847 24,385 153,822 1,403,494
(116,280) (408,825) (47,836) (10,171) (16,604) - (599,716)
275,702 294,288 71,509 676 7,781 153,822 803,778
275,702 294,268 71,509 676 7,781 153,822 803,778
5,008 6,396 452 1,616 757 122,762 136,991
(9,571) (17,592) (5,410) (114) (2,615) - (35,302)
_ - 509 - - (509) -
(200) (1,036) (1,049 - (10) (378) (2,673)
(3,735) - (121) - - (1,325) (5,181)
- (6,173) - - - - (6,173)
_ 1 m _ _ _ _
267,204 275,884 65,889 2,178 5913 274372 891,440
392,547 699,649 113,312 11,344 16,072 274,372 1,507,296
(125,343) (417,592) (47,423) (9,166) (10,159 - (609,683)
- (6,173) - - - - (6,173)
267,204 275,864 65,889 2,178 5913 274372 891,440
A EISORG)AE R-E—AEA

B=+tHB AEEFEEFHEOARKE
201,066,000 (—ZE—N\F+=-_A=+—
H : AR#155,954,00070) % - W E &

REBETER ERAKEERR

R

P

TERR



Notes to Interim Condensed Consolidated Financial Statements

EARS B S OF B B AR MY A

For the six months ended 30 June 2019 #Z =F—LENHA =+ HiNMEA

At 1 January 2019, net of
accumulated amortisation
Disposal of a subsidiary
Amortisation provided during

the period

At 30 June 2019, net of
accumulated amortisation
(Unaudited)

At 30 June 2019:
Cost
Accumulated amortisation

Net carrying amount

Raw materials
Work in progress
Finished goods

Patents Certified

and licences  emission rights Total

BRI R PR F

RMB’000 RMB’000 RMB’000

AREF T AREF T NS T

A—T—NF—HA—8-
kR RETESH 2,000 5,248 7,248
HE—RWBAF] (2,000) = (2,000)
B SE
- (273) 273)
R-Z—hFEXA=+8"
bR 2T
(REEHEZ) = 4,975 4,975
R-ZTE—hENA=1+H:

BN = 9,853 9,853
EE ] = (4,878) (4,878)
BRTEF RR = 4,975 4,975
30 June 31 December

2019 2018

—E-NF —E—N\F

ANAB=+H +=ZA=+—H

RMB’000 RMB’000

AR®BT T AREF T

(Unaudited) (Audited)

(REER) (Re22i%)

R A4 % 355,852 362,836

R 46,380 38,451

2K M@ 206,925 155,800

609,157 557,087

As at 30 June 2019, inventories with a carrying amount of
RMB40,000,000 (31 December 2018: Nil) were pledged to
secure bank loans granted to the Group as set out in note 15(i).

RZE—NAFRNA=+8  WHF150)F
- BRE 2% A A RK40,000,0007T (ZF
—\F+-_A=+—H:Z)NFEETHE
W EAREBERBEITERNER
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Notes to Interim Condensed Consolidated Financial Statements

HA R A S OF B IS AR MY R

For the six months ended 30 June 2019 &2 = ZF— N F A=+ HIENEA

Trade receivables FEWE 5 R
Notes receivable eI =
Impairment R

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

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

2019 Interim Report — & — N FEREIREH

30 June 31 December

2019 2018
—E2-hF —E-NF
~B=+H +=ZRA=+—H

RMB’000 RMB’000
AR®T R ARBTT
(Unaudited) (Audited)
(REER) (&%)

252,957 234,075
47,857 61,765
(1,147) (725)
299,667 295,115

EE—REETEEH0XREIS0OR BT
fEB1 5 BV 58 T T - AN B ) SR AR B AR
2 1l R W (3] 0 FE MR IR - I 3R 15 B A ) P
R EERBRERE - SRERETEHE
Bl R At R - R E B BRI AT B

AEENRKERREORNEAR L&
8 E IR R (E



Notes to Interim Condensed Consolidated Financial Statements

EARS B S OF B B AR MY A

For the six months ended 30 June 2019 #Z =F—LENHA =+ HiNMEA

An aged analysis of the Group's trade receivables as at the end
of the reporting period, based on the invoice date and net of
provisions, is as follows:

Within 1 month — & AR

1 to 2 months —{E A =/ 1E A
2 to 3 months ME A ZE =18 A
Over 3 months =EARNE

An aged analysis of the trade and notes payables as at 30 June
2019, based on the payment due date, is as follows:

E"i&iﬂ;ﬁﬂf AEENEWE ZRFIILER
D RBIA AR BRI DTN

30 June 31 December

2019 2018
—ZE-hEF —T-N\F
AB=1H = -—H

RMB’000 RMB’000
ARETR ARET T
(Unaudited) (Audited)
(REERZ) (feE=%)

107,690 127,962
69,267 46,125
53,328 36,677
21,525 22,586
251,810 233,350

S ZE-NAEFERA=TH ENFKIEHB D
HHENE ZRARENZEERE ST
T

30 June 31 December

2019 2018

—g-nE —T-)\F

RA=tH +ZH=+—H

RMB’000 RMB’000

ARETR ARBTT

(Unaudited) (Audited)

(REERZ) (&%)

Due within 1 month or on demand — {8 A AR B Bk ER 95,233 157,645
Due after 1 month but within 3 months — & A LA E=1E A A EIE 200,186 88,030
295,419 245,675

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

AR BEERETFE -REREH
R-AREHAIE RENE SRR E
NEBENEASEEE AR EERS-
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Notes to Interim Condensed Consolidated Financial Statements

HA R A S OF B IS AR MY R

For the six months ended 30 June 2019 &2 = ZF— N F A=+ HIENEA

Current BN HA

Secured bank loans BEMIBITER
Unsecured bank loans EIKIHIRITER
Unsecured related party loan EIRIRRER B
Lease liability HEBRE
Subtotal INEF
Non-current JEENHA

Secured bank loans BIRBRITER
Lease liability HEAE
Subtotal NEE

Total FE

Notes:

(iii)

As at 30 June 2019, the current interest-bearing bank loans
with a carrying amount of RMB296,985,000 were secured
by certain property, plant and equipment, prepaid land lease
payments, inventories and pledged deposits with carrying
amounts of approximately RMB128,187,000 (31 December
2018: approximately RMB80,992,000), approximately
RMB39,656,000 (31 December 2018: approximately
RMB43,806,000), approximately RMB40,000,000 (31
December 2018: Nil) and approximately RMB31,386,000 (31
December 2018: Nil) respectively.

As at 30 June 2019, the non-current interest-bearing bank
borrowings with a carrying amount of RMB37,800,000 were
secured by certain property, plant and equipment, prepaid
land lease payments, of the Group with carrying amounts
of RMB72,879,000 (31 December 2018: approximately
RMB74,962,000) and RMB16,521,000 (31 December 2018:
approximately RMB15,102,000), respectively.

The bank borrowings bear interest at rates ranging from 1.20%
to 5.22% per annum (31 December 2018: 2.48% to 5.22% per
annum).

2019 Interim Report — & — N FEREIREH

30 June 31 December
2019 2018
—E-hEF —ET-N\F
AAB=+H +=ZA=+—H
RMB’000 RMB’000
AR¥T T ARBEF T
Notes (Unaudited) (Audited)
HraE (REEZ) (&%)
(1) 296,985 267,056
313,236 241,928
22(a)(v) 20,330 -
1,188 -
631,739 508,984
(i) 37,800 50,400
1,482 -
39,282 50,400
671,021 559,384
B 5

(i)

(iii)

RZZE—AEXNA=1THE EELEAL
AR #296,985,000T K B HiET B R1TE
FUABRmE 8D B4 AR128,187,000
T(ZZE—NE+-A=+—H8 AR
#80,992,0007T) * 41 AR #39,656,000
T(ZE—NF+-_A=1t—H:HAE
#43,806,0007T) * #9 A R #40,000,0007T

—E-NE+-_A=+—"H:ZE)RH
AR%31,386,000c (ZE—N\F+=ZA
=t+t—H:Z)NETWE BERXE:
THAEREMN KB FEREEREFERE
3 o

R-ZF—AFRNAZ+H EEEEAAR
#37,800,0007C ) FE BN HA AT B iR TT i B A
AEBMEASED R AARK72,879,000
T(ZE-—NEFE+-A=1t—H8:HAER
#74,962,0007T) & A R #16,521,0007T
(ZE—NE+-A=+—H:HARK
15,102,000 ) K& T %  BE K& &
T ETE RIB IR -

BITEERENRI20%E5.22% (= F
—NEFE+-A=+—8: FHMR2.48%%
5.22% )&t B e



Notes to Interim Condensed Consolidated Financial Statements

EARS B S OF B B AR MY A

For the six months ended 30 June 2019 #Z =F—LENHA =+ HiNMEA

The carrying amount of the current interest-bearing bank loans
of the Group approximates to their fair value due to their short-
term maturity.

The fair values of the non-current interest-bearing bank
borrowings have been calculated by discounting the expected
future cash flows using rates currently available for instruments
with similar terms, credit risk and remaining maturities. The
Group’s own non-performance risk for interest-bearing bank
borrowings as at 30 June 2019 was assessed to be insignificant.

HREHARE  AAKENHRGF BRITE
FOEASEERLNREEEE -

FEENERGT BRTTEEN AR EERERRA
BRUGR  EERR &FGFEHN T AN
BITAERFRBHRRRSREFAE - N =
E-NFRA=ZTH AEEXRFHFER
EENTEORBRKFERLETEAN 1R
BEMRHG AREMNIFANHE BRTE

17

=
Management has assessed that the carrying amount of the non- FARRFHNERGS  WEFASEER
/N

NREEEE -

current interest-bearing bank loans of the Group approximates
to the fair value due to their floating interest rate.

Authorised: EE
30 June 2019 31 December 2018

—E-AEXA=1H —E-N\&+=ZA=1+—H
Number Amount Number Amount
of shares HK$'000 of shares HK$'000
KX ] &#
e R THET R 88 FAET
(Unaudited) (Unaudited) (Audited) (Audited)
(REER) (REER) (&&E%) (8E%)

Ordinary shares of HK$0.01 each &[%0.017% 7T & i fx 3,000,000,000 30,000  3,000,000,000 30,000

Issued and fully paid: ERTRAR:

30 June 2019 31 December 2018
“E-AEXRAZTH “E-\f+-A=+—-H
Amount Amount
Ex.} 8
Number Number
of shares HK$'000 RMB’000 of shares HK$'000 RMB'000
equivalent equivalent
BB EE TEr ARETxn o ! TEx ARETR
£ B
(Unaudited) (Unaudited) (Unaudited) (Audited) (Audited) (Audited)
(REER) (REBER) (REER) (E&%) (B&%) (&%)
At the beginning and RERER
the end 629,678,000 6,297 6,329 629,678,000 6,297 6,329
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Notes to Interim Condensed Consolidated Financial Statements

HA R A S OF B IS AR MY R

For the six months ended 30 June 2019 &2 = ZF— N F A=+ HIENEA

30 June 2019 31 December 2018
“E-hEXR=TH “F-N\&+-A=1+-H
Amount Amount
S8 £
Number Number
of shares HK$'000 RMB'000 of shares HK$'000 RMB'000
equivalent equivalent
REGEE TEr AR®TrR BRHEE! TAr ARETR
EAE) ZH
(Unaudited) (Unaudited) (Unaudited) (Audited) (Audited) (Audited)
(REEH) (REBHR)  (REEQR) (B&ER) (&%) (&&%)
At the beginning HRERAD 19,400,000 22,160 19,508 19,400,000 22,160 19,508
Vested shares transferred 2 #EME B R (1,010,000 (1,154) (1,015) = = =
At the end RER 18,390,000 21,006 18493 19,400,000 22,160 19,508

On 26 August 2016, the Company adopted a share award
plan, which is not subject to the provisions of Chapter 17
of the Listing Rules (the “Share Award Plan”). The board of
directors may, at their discretion, grants shares of the Company
to eligible participants. The Company has appointed a trustee
for administration of the Share Award Plan (the “Trustee”).
The principal activity of the Trustee is administrating and
holding the Company’s shares for the Share Award Plan for
the benefit of the Company’s award holders. The Company’s
shares will be purchased by the Trustee in the market with cash
paid by the Company and held in the trust for relevant award
holders until such shares are vested in accordance with the
provisions of the Share Award Plan. Upon vesting, the Trustee
shall either transfer the vested awarded shares at no cost to
such award holders or sell the vested awarded shares at the
then prevailing market price by way of market order and remit
the net proceeds to the award holders in accordance with
the direction given by such award holders. The total number
of the Company’s shares purchased by the Trustee under
the Share Award Plan will not exceed 5% of the total issued
shares of the Company at the beginning of fiscal year. During
the year ended 31 December 2017, the Trustee purchased
19,400,000 shares of the Company at a total consideration of
approximately RMB19,508,000. At the end of the reporting
period, 19,370,000 shares were granted under the Share Award
Plan and 1,010,000 vested shares were transferred to award
holders.
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MN-E—RNENAZ+B RQFERH—
HW BB AT 8 ([R D 22 ETEl]) » Zat
EITZ EmBAE T EEEER -EE
2R MEREGER2EAREERRRRS -
ARREZEZTA([ZEAERR D
BETE - RTANEEEE AL QR HE
BEAE ANFER IR0 REEE R RF
BEARREMD - ARB 2D ERZTAR
MG EFERARR SN ZREB AL AE
AHARBHRERBIFEANSE BEEEH
RO IBIBEAR D REFT IR T ARB AL -
NEBE X ABERZEREFTEAE
EHER BERBRERHEEEET
ZERBFEEAN IR ME LRERETZ
MERBRTEERBZEBBHROIEBTER
HFEENTREFEA RMBFEEY -
ZEARBER O EBEFEIEANEKR R
MBERBTERBBARAFEBITRMDER
B5% HBE-_ZT—tF+-_A=+—HI1
FE ZFEARBRELHARE19,508,000
TG A AR §119,400,0008% I 17 o 12 ¥R 45 B
7K+ 19,370,0000% J& 15 B R IR AL 15 22 B =t &)
TR 1,010,0000% 57 8 fx () B 85 5% T 48
BEEA



Notes to Interim Condensed Consolidated Financial Statements

EARS B S OF B B AR MY A

For the six months ended 30 June 2019 #Z =F—LENHA =+ HiNMEA

For the six
months ended
30 June 2019

8Bz
—®-hEF
AA=1H
EREA
RMB’000
AR¥T T
(Unaudited)
(RBER)
Net assets disposed of: HEHFEE:
Property, plant and equipment E RN B 5,181
Other intangible assets Hihmp & E 2,000
Deferred tax assets R IEE E 434
Cash and bank balances e RIRTTHERR 1,995
Trade receivables FEYE 5 BR K 648
Prepayments and other receivables TE A 7R % B A FE R IE 1,150
Accruals and other payables Ta1R & A KA fh e KR (2,311)
Non-controlling interests FERE R MR (1,832)
7,265
Gain on disposal of a subsidiary HE-—ZFKMBARNFR 235
7,500
Satisfied by: AR
Cash e 7,500
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Notes to Interim Condensed Consolidated Financial Statements

HA R A S OF B IS AR MY R

For the six months ended 30 June 2019 &2 = ZF— N F A=+ HIENEA

18. DISPOSAL OF A SUBSIDIARY (continued) 18. HE—XHMEDF w0
An analysis of the net inflow of cash and cash equivalents in HE-—FKMBRAAMNRE MREEEMRA
respect of the disposal of a subsidiary is as follows: FROMTT :

For the six
months ended
30 June 2019
BZE

e
~AZ=+H
1EXEA
RMB’000
ARET T
(Unaudited)
(REEZ)

Cash consideration HeRE 7,500
Cash and bank balances disposed of HENR & RIRITEE (1,995)

Net inflow of cash and cash equivalents HE—RMBARNEE R
in respect of the disposal of a subsidiary ReZEBYRAERE 5,505
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Notes to Interim Condensed Consolidated Financial Statements

EARS B S OF B B AR MY A

For the six months ended 30 June 2019 #Z =F—LENHA =+ HiNMEA

The carrying amounts of each of the categories of financial

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

Financial assets

As at 30 June 2019

Trade and notes receivables

Financial assets included in deposits
and other receivables

Cash and cash equivalents

Pledged deposits

As at 31 December 2018

Trade and notes receivables

Financial assets included in deposits
and other receivables

Cash and cash equivalents

Pledged deposits

THEE

RIRERR SR T ANRESFEWN
e

Financial
assets at
amortised
cost

R
R 5l Bk
HNemEE
RMB’000
AR®T
(Unaudited)
(REER)

R=—T—NEXA=+H
FEWE 5 R K W R E 299,667
TR & & H fh FE U IB K

TRMEE

61,789

RekREEFEY 219,724

[REEREHEED N

153,183

734,363

Financial
assets at
amortised
cost

ti2g: Zi|DIN
5| AR 59
TREE
RMB’000
ARBTT
(Audited)
(feE%)

R=FE—NF+=_A=+—H
FEUNE 5 BR 3 K B R 2R ik 295,115
sH AR N E it fE U FRIE AY

TREE 12,302
ReRREFEEY 241,826
BEFFR 68,857

618,100
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The carrying amounts of each of the categories of financial
instruments as at the end of the reporting period are as follows:

(continued)

As at 30 June 2019
Interest-bearing bank and
other borrowings
Financial liabilities included in
other payables
Derivative financial instruments
Dividend payable
Trade and notes payables

As at 31 December 2018

Interest-bearing bank and other
borrowings

Financial liabilities included in
other payables

Derivative financial instruments

Trade and notes payables

2019 Interim Report — & — N FEREIREH

R_F-NEFEARA=1R
ATERITREMER

RPN ANE ST
SRERE

TESRMIA

FETAR B

FERE SRR R EMNZ &

iSmesE =) \G=s E R e
SERTREMEE

AT AR A8 R R
THAE

TTEERTA

EHESERARENRE

Notes to Interim Condensed Consolidated Financial Statements

HA R A S OF B IS AR MY R

For the six months ended 30 June 2019 &2 = ZF— N F A=+ HIENEA

RBEHRR - SHEFI SR T ENRE S R

™|

Financial

Financial liabilities

liabilities at fair value

at amortised through profit
cost or loss Total

R BOREE

B 51 B FTABEMN
HMemas cHEE et
RMB’000 RMB’000 RMB’000
ARET T ARETR AR¥T R
(Unaudited) (Unaudited) (Unaudited)
(RBER) (RBER) (RBER)
671,021 - 671,021
85,533 - 85,533
- 222 222
33,235 - 33,235
295,419 - 295,419
1,085,208 222 1,085,430

Financial

Financial liabilities

liabilities at fair value

at amortised through profit
cost or loss Total

R BAREE

X AR 51| B FTABERER
NemBaE TRAE Bt
RMB’000 RMB’000 RMB’000
ARBTIT ARETT ARETT
(Audited) (Audited) (Audited)
(EEZ) (EFEZ) (EFEZ)
559,384 - 559,384
73,147 - 73,147
- 3,438 3,438
245,675 - 245,675
878,206 3,438 881,644




Notes to Interim Condensed Consolidated Financial Statements

EARS B S OF B B AR MY A

For the six months ended 30 June 2019 #Z =F—LENHA =+ HiNMEA

Set out below is a comparison of the carrying amounts and fair
values of financial instruments as at 30 June 2019:

TXEIR T NFRA=THERMIE
RESHELAABENLER:

30 June 2019 31 December 2018
—E-hEARA=1H eSS e S SEEESE
Carrying Fair Carrying Fair
amount value amount value
RESHE AREE R AL
RMB’000 RMB’000 RMB’000 RMB’000
AR%TR AR¥TR ARET T ARET T
(Unaudited) (Unaudited) (Audited) (Audited)
(REER) (REER) (&%) (&%)
Financial liabilities: TREBE:
Derivative financial TEEmIA
instruments 222 222 3,438 3,438

Management has assessed that the fair values of cash and
cash equivalents, trade and notes receivables, financial assets
included in prepayments, deposits and other receivables,
pledged deposits, current interest-bearing bank and other
borrowings, trade and notes payables, dividend payable,
financial liabilities included in other payables and accruals
approximate to their carrying amounts largely due to the short
term maturities of these instruments. The carrying amount of the
non-current interest-bearing bank and other borrowings of the
Group approximates to their fair value because the loans have
a floating interest rate.

REEENE ReRREFEY EBK
EHERRLEUERE FFABENK HE R
Hi YRR R B E AT B
HEt BRITREMIER BB SRR NE
NEE - B IE A MG AE M B R &
EREANSBAGENHNAANEERERES
BEE F2HRRETIAREHAZISAMR
B AREEMFAHF SRITREMERR
RIEFBF R R MEKRESEREAR
BEMRE-

Kingdom Holdings Limited € Z 2 &R 2 A
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Notes to Interim Condensed Consolidated Financial Statements

HA R A S OF B IS AR MY R

For the six months ended 30 June 2019 &2 = ZF— N F A=+ HIENEA

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

for interim and annual financial reporting.

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

forced or liquidation sale.

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

As at 30 June 2019, the marked to market value of the
derivative asset position is net of a debt valuation adjustment
attributable to derivative counterparty default risk. The changes
in counterparty credit risk had no material effect on the

financial instruments recognised at fair value.

2019 Interim Report — & — N FEREIREH

UAREEMHEERENAHEHAREES
BMTAAABEFENBERRIEZRF HBE
BEERNVBRENEZZEQER NE
BERH MBHoTERIANEER

VEEREMRANERHAE  HESHM
BREENIIE BRZ BT TR
HEBE R ERRRAETHRRRFET B

2%,

TREENBENAAREBERENRS (&
HBRENERIN FETERRXBRT AR
EUN L

AEERZEHTF T (EERRAAEER
RO SREE) ST ITASRIA TSR
TR (EREHEBSO R EBRNIZHE)
TyER PR B BT (B Rt IR AV R LU0 i (B F
DHE (RARERE) ZFELUAAT
ZHEARNTZABRBAE 8EREFH
BEERE - SME BN HA Ko i& HARE % 8 7| =
RoBHMEBEHNERSREERRER
GEIEE

R-ZZE—NFARA=1TH RHERENIT
EEEBTCHRSRITETABFHED
R EENEHFEAR - HFHEERR
MEPHHRANEEERNESRTAYES
R g



Notes to Interim Condensed Consolidated Financial Statements

EARS B S OF B B AR MY A

For the six months ended 30 June 2019 #Z =F—LENHA =+ HiNMEA

Fair value hierarchy
The following tables illustrate the fair value
hierarchy of the Group’s financial instruments:

Liabilities measured at fair value:

Financial liabilities at fair & 7t (BB A=)
value through profitor ~ &R 8 BE—HNERH]
loss - foreign exchange & 40 S A FE #4 il 23
forward contracts and
cross-currency swap

Financial liabilities at fair & A7 BET ABZR
value through profitor ~ &RIBE—INERHE
loss -~ foreign exchange & #) S #A [ 42 7 4= 5
forward contracts and
cross-currency swap

IRBEESRES
measurement TREREEGRIANAAREBETES
AR
BARBEFENAR:
Fair value measurement using
RRANTREETNAAEENE
Quoted
prices in Significant Significant
active observable unobservable
30 June markets inputs inputs
2019 Level 1 Level 2 Level 3
REBTEH EATEE EARTBE
“E-0F BRE BWAE LIPN |
AA=TH 5-F - F=E
RMB’000 RMB’000 RMB’000 RMB’000
AR TR ARBTR ARB TR AR TR
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REFH) (REEH) (REFH) (REFH)
(222) - (222) -
Fair value measurement using
RANTEBETHORABENE
Quoted
prices in Significant Significant
active observable unobservable
31 December markets inputs inputs
2018 Level 1 Level 2 Level 3
PG B T 15 ) ENGIEES EATAEER
—T-N\&E RE BWAE BAE
+ZH=+—H FE E_E E=E
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARBFT AREFT ARETT
(Audited) (Audited) (Audited) (Audited)
(K&E%) (&%) (B&E%) (B&E%)
(3,438) - (3,438) =

During the six month ended 30 June 2019, there were no
transfers between Level 1 and Level 2 fair value measurements,

and no transfers into and out of Level
measurements (2018: Nil).

3 fair value

RBE_Z-—AFAA=THIEANEAR 2
REEFEEEFERF_EZEMES
B NEAABEAEBEEAF=EXBFE=
BEGH (ZF—N\F:E)-

Kingdom Holdings Limited & ZERER A A
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Notes to Interim Condensed Consolidated Financial Statements

HA R A S OF B IS AR MY R

For the six months ended 30 June 2019 &2 = ZF— N F A=+ HIENEA

The Group had the following capital commitments at the end of

the reporting period:

Contracted, but not provided for: EERTAVEREE

Plant and machinery

(@ Transactions with companies controlled by a
Company’s director

(i)

(ii)

During the six months ended 30 June 2019,
the Group leased an office located in Mainland
China from Zhejiang Kingdom Creative Co., Ltd.
(“Kingdom Creative”) and incurred operating lease
charges of RMB250,000 (six months ended 30
June 2018: RMB238,000). Mr. Ren Weiming has
a controlling equity interest in Kingdom Creative.
The lease expenses were made according to
published prices and conditions offered by the
lessor to its major customers.

During the six months ended 30 June 2019, the
Group bought electricity from Zhejiang Yuyuan
Solar Co., Ltd. and incurred electricity expenses
of RMB1,196,000 (six months ended 30 June
2018:RMB1,146,000). Mr. Ren Weiming has
a controlling equity interest in this company.
The electricity purchase was made according to
published prices and conditions offered by the
supplier to its major customers.

2019 Interim Report — & — N FEREIREH

R iR R EBAEARENT -

30 June 31 December
2019 2018
—E-hEF —ET-NF
ANA=+H +tZ-A=+—H
RMB’000 RMB’000
AR® T ARETF T
(Unaudited) (Audited)
(REEZ) (&%)
159,411 146,431

@ HEBEXAQAF-FEBEFHNLIT
ETHXRS

(i)

(ii)

RBE-_ZT—NAFENA=+H
AR AEERITNTI 2 EA
¥R ERAR ([SEAZE])
FEA— R B REN DA
= FEENCEHEEAAA
R#250,000 (HHEZ=ZZF—N
FRA=ZFTHIEANEAR : AR
238,0007T) - FHPBEEHE S
ERIEMERER - HEEBR
BEREAARNEEEEFE
HEO D A ER RAGEEL -

REBEE-_ZT—NAFA=ZtHL
NME A AEB T SRR
BRARIEE FIEENEES
AR #1196,000C (B E_-F
—N\FERA=+HLEAREAR: A
R#1,146,0007T0) ° E4RR %&£
BHZARIMIZEREZR -BET)
RIEEHERIRNEFTFEZRFRE
HHOE DM ERRIEMEIED -



Notes to Interim Condensed Consolidated Financial Statements

EARS B S OF B B AR MY A

For the six months ended 30 June 2019 #Z =F—LENHA =+ HiNMEA

(@)

Transactions with companies controlled by a

Company’s director (continued)

(iii)

(iv)

(vi)

During the six months ended 30 June 2019, the
Group purchased raw materials from Zhejiang
Jinxiu Jiangnan Silk Co.,Ltd. with an amount of
RMB1,225,000 (six months ended 30 June 2018:
Nil). Mr. Ren Weiming has a significant influence
on this company. The raw material purchase
was made according to published prices and
conditions offered by the supplier to its major
customers.

During the six months ended 30 June 2019, the
Group leased a car from and leased an office to
Huitong Financial Leasing (Shanghai) Co.,Ltd,
which incurred lease charges of RMB138,000
(six months ended 30 June 2018: Nil) and lease
income of RMB210,000 (six months ended 30
June 2018: RMB210,000). Mr. Ren Weiming has
a controlling equity interest in Huitong Financial
Leasing (Shanghai) Co. Ltd.’s parent company,
Kingdom Creative. The lease prices were made
according to published prices and conditions
offered by the lessor to its major customers.

During the six months ended 30 June 2019, the
Group borrowed a short-term loan from Kingdom
Creative with an amount of RMB20,000,000,
which incurred interest expenses of RMB330,000
(six months ended 30 June 2018: Nil). Mr. Ren
Weiming has a controlling equity interest in
Kingdom Creative. The short-term loan bears
interest at rate 4.90% per annum.

During the period, the Group disposed a
subsidiary, Heilongjiang Kangyuan Seed Industry
Co., Ltd., to a subsidiary of Kingdom Creative at
a consideration of RMB7,500,000, based on an
internal valuation of the business performed by
the directors of the Group. Further details of the
transaction are included in note 18 to the financial
information.

(@)

ERAQAT-—RESEHFHNLA

EITHRSZ @

(iii)

(iv)

(vi)

RBEE_ZT—hAFESA=TH
LE7{E - AR B R T #3488/
HABRARIBESTEAAR
#1,225,000C (BLE=ZZF— N\
FXRA=Z1THLEAREA )W
R} o (EHERR S EE X AR B
BEARTEN RV EHRE TIRE
REEFREFTZEREFREN
EAMER RAGHEL -

REBEE-ZT—-NAFA=1HIL
ANMEA AKEEERREEE
(B8)BRARHEERHE WA
ZAREHEANRAE EAHESE
B AR%138,000T (B2 T
—NEXNAB=+HBIANEA:
Z)MHEERAARE210,000
T (HE=_E—N\FA=1+H
IE7NEA - ARE210,0007T) °
THBAEEHAEARERE
(EB)ERRRNE AR EE
Bl RiE IS - A E B THIR
BERHEAREEZZRFRHE
BB AMER RIGEHED -

BHEZZT-NFANA=+THILR
BA AEEASEAZEREBAA
R #20,000,0007THRE FRE R -
EAEFE R ARM330,0007T
(B2 \FAA=1+HL
NEA:Z) TR EES
TIEBIEMIERERS - RHER
124.90%8) F F| L5t 8. 0

A AEEREASEEERY
¥R TS meEAFEN
MEBARIHE —RWBAR R
EIRREXBRAR REA
AR #7,500,0007C° F R 5
R — SR BRI B 75 & KL
F18A
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Notes to Interim Condensed Consolidated Financial Statements

HA R A S OF B IS AR MY R

For the six months ended 30 June 2019 &2 = ZF— N F A=+ HIENEA

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

the Group

Short-term employee benefits e H R 8 & A
Post-employment benefits Bt g 12 13 A
Share award plan %17 2E Rt &

23. APPROVAL OF THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS
The unaudited interim condensed consolidated financial
statements were approved and authorised for issue by the
board of directors on 21 August 2019.
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22. BEARRZ @

b) FEETEEBASHNHEE

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

2019 2018
—E-hEF —E-NF
RMB’000 RMB’000
AR¥ TR AREF T
(Unaudited) (Unaudited)
(REERZ) (REEEZ)
2,450 2,430

70 64

101 8

2,621 2,502

23. HETHEHES MK RS

EX@CN - NFN\A-+—HHLER
RETEREEZTHBAE M RE-
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it PEMTIESEREEEE
Add : Henggang Town, Haiyan County, Zhejiang Province, China
E-mail: ir@kingdom-china.com

www.kingdom-china.com
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