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I am pleased to present the annual report of Kingdom Holdings
Limited (“Kingdom” or the “Company”) and its subsidiaries
(collectively, the “Group”) for the year ended 31 December 2014 (the
“Year under Review” or the “Year”).

2014 has been a mix of opportunities and challenges for Kingdom
as well as the whole linen textile industry. Generally speaking,
demand for linen textile products increased steadily notwithstanding
the marginal growth of the overall textile market. According to the
statistics of the General Administration of Customs of the People’s
Republic of China, total linen yarn exports of China in 2014
increased by 12.0% year-on-year. In 2014, Kingdom continued to
deepen in its presence in both domestic and overseas markets. In
tandem with the market expansion, labour and energy costs in China
are rising continuously, which posted challenges to the operation
of the labour-intensive linen textile industry. Therefore, the Group
is actively restructuring the network of its production bases by
developing new capacity in cost-competitive regions while enhancing
the production efficiency of its existing production bases. As the
business environment of the textile industry is becoming increasingly
competitive, the Group believes that such strategies have laid a solid
foundation for Kingdom’s sustainable growth in the future.

During the Year, the Group’s overall operation witnessed
continuous and stable growth driven by sales to European Union
countries, emerging markets such as Korea and India as well as
the rising demand from the Chinese market. For the year ended 31
December 2014, overall revenue increased by 20% year-on-year to
RMB914,279,000. Profit attributable to owners of the parent reached
RMB110,477,000, representing a stable increase of 10.0% from
approximately RMB100,438,000 for 2013. To show the Group’s
appreciation to its shareholders for their trust and support while
reserving resources for further expansion, the board of directors of
the Company (the “Board”) has recommended the payment of a final
dividend for the year ended 31 December 2014 of HK7.5 cents per
ordinary share.
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Chairman’s Statement
FEREE

The Chinese linen textile industry grew steadily. Kingdom and its
peers in the linen textile industry are enjoying the fruits of their active
exploration of emerging markets like Korea and India. In the past few
years, Kingdom participated in several linen industry conferences
in major textile countries such as Turkey and India in order to foster
the development of linen yarn applications as the industry leader.
Through inviting textile industry players across the globe to these
conferences, Kingdom was able to establish a worldwide linen
textile network, promote the research, development and exchanges
of new technologies such as linen textiles automation as well as
new products such as knitted yarns and dope-dyed fibre, and set the
global trend for linen. Also, Kingdom’s team attended TEXPO Eurasia
2015 in February 2015 and conducted in-depth exchanges and
discussions on the production of quality, environmental-friendly and
safe products with its clients. Apart from penetrating overseas markets
in the past two years, Kingdom has also been actively developing the
domestic market. Looking forward, the Group intends to enlarge its
share in the domestic market in the next 1 to 2 years in anticipation
of the stable growth in the Chinese linen textile market attributable
to the huge demand brought by increasing marketing efforts and
domestic consumption.

The continuous expansion and development of the linen market has
opened the door to growth opportunities for Kingdom. Nonetheless,
the technologies of the linen yarn industry still lag behind those of
cotton and remains labour-intensive. As a result, hikes in domestic
labour and energy costs are still dragging the growth of the industry.
In order to further strengthen Kingdom’s competitiveness, the
management has focused on optimising its operation, upgrading its
technologies and reducing its production costs. On 17 July 2014,
the Group signed an investment agreement with the Ministry of
Industry of Ethiopia to develop and construct the Kingdom Linen
Industrial Zone equipped with world-class advanced technologies
in Ethiopia. The first phase will have an annual production capacity
of 5,000 tonnes of regular linen yarn and is expected to commence
production by the end of 2016. This marked the first step of Kingdom
to optimise its production capacity and overall operating structure.
Compared with other key textile manufacturing countries such as
Cambodia, Vietnam and Burma, Ethiopia has advantages over labour
costs, and more importantly, an enormous supply of labour force.
Such ample demographic distribution offers not only abundant labour
supply, but also competitive labour costs in a more sustainable
term. On the other hand, as Ethiopia is a member of a number of
regional organisations, including the Common Market for Eastern and
Southern Africa, products exported from Ethiopia are eligible for duty-
free and quota-free preferential treatments to major traditional linen
consuming countries such as the United States and the European
Union. The Group believes that this strategic move will solidify
Kingdom’s competitive strength in the international market and
enlarge its market share in the long run.
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In addition to the proactive establishment of new capacity, the
Group is also making efforts to enhance the level of automation
and production efficiency at its existing plants. Kingdom owns a
provincial graded technology centre in China, which contributes
significantly to the automation of the linen textile industry by
conducting researches and developments of new equipment and
new techniques. Since 2012, the Group has established a strategic
partnership with Siemens Ltd., in China to construct a production
base with high energy efficiency and digitised management system.
The new production base in Haiyan County, Zhejiang Province
(2nd phase of the Haiyan plant) presents the achievement of
this collaboration. The production technology, level of energy
conservation and reduction of emissions are unparalleled in the
industry. Through scientific process management over raw material
procurement, product production, quality checks, order management,
sales, exports and finance, the Group’s cost structure is continually
refined. This represented a milestone for the Group towards becoming
a high-end modern manufacturer to ensure sustainable development.

With continuous pursuit of excellence, quality and innovation,
Kingdom makes utmost effort to deliver high quality linen yarn
products. Such perseverance not only has won Kingdom the
recognition from leading global fashion brands as well as luxury
brands, it has also gained the acknowledgement as the quality linen
yarn in the international market. Looking forward, Kingdom will
continue to foster the stable development of the linen yarn industry
with our pursuit of excellence, innovation and quality.

Last but not least, on behalf of the Board, | would like to thank every
staff for their devotion and contributions in the past year. | would also
like to express my sincere gratitude to the shareholders and business
partners for their continuous support for the Group.

Ren Wei Ming
Chairman

Haiyan County, Zhejiang Province, China, 13 March 2015
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Five year Financial Summary

EFMBRE

A summary of the results and of the assets and liabilities of the Group
for the last five financial years, as extracted from the published
audited financial statements, is set out below.

AEEKAR

EMBFEENREAANEERAR
ME (BiEao TRLERM BRI SKIIMT -

Year ended 31 December

BEt-A=+—-HLEE

2014 2013 2012 2011 2010
—E-mE 2= % <Z%——% <ZT-TF%
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR AREFRT AREFT ARETR ARETxT
REVENUE KA 914,279 761,915 718,912 710,960 628,718
Cost of sales HERA (669,278) (555,032) (509,612) (482,957) (462,876)
Gross profit EF 245,001 206,883 209,300 228,003 165,842
Other income and gains Hilam kG 14,309 32,056 8,320 9,403 13,806
Selling and distribution costs HERDHKA (37,870) (32,617) (34,358) (30,268) (32,125)
Administrative expenses THEX (48,168) (41,042) (39,821) (39,191) (31,914)
Other expenses HihF= (12,931) (14,587) (3,544) (8,165) 3 (3,637)
Finance costs PR (10,751) (9,551) (12,848) (14,720) (15,152)
Share of profits and losses of JEAE— B2 A AR F
an associate MEE 36 99 (285) 17 652
PROFIT BEFORE TAX BRBE AR R 149,626 141,241 126,764 145,079 97,472
Income tax expense FEmAX (39,149) (40,803) (32,584) (41,940) (29,541)
PROFIT FOR THE YEAR FREA 110,477 100,438 94,180 103,139 67,931
Attributable to: JE{G :
Owners of the parent NCIEZEDN 110,477 100,438 94,180 103,139 67,931
ASSETS AND LIABILITIES EEREE
As at 31 December
R+=B=t+-8
2014 2013 2012 2011 2010
“E-mE —E--4% ZE-Z§f ZE——4% ZE-TH%
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR ARETT AREFT ARETr ARETx
TOTAL ASSETS EERE 1,490,055 1,314,794 1,149,187 1,046,094 1,151,756
TOTAL LIABILITIES EEHE (528,393) (424,819) (326,308) (284,231) (466,786)
NET ASSETS BESE 961,662 889,975 822,879 761,863 684,970
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Management Discussion and Analysis

BUSINESS REVIEW

During 2014, the growth of the textile industry in China cooled off
to a stable rate due to the slowdown in macro-economic growth
in China, the surge in labour and production costs and the wild
fluctuations in cotton prices. However, the linen textile industry,
in general, was able to maintain a relatively fast growth in 2014
as consumers were more receptive to natural products, there were
recent improvements in linen fabric spinning technologies and the
domestic market was gradually expanding under bolstered marketing
efforts. According to the statistics of the General Administration of
Customs of the People’s Republic of China, total volume of linen yarn
exports of China for 2014 increased by 12.0% year-on-year. For years,
the Group has focused on upholding excellent quality and offering
tailored customer services. As such, the Group has always been a key
partner of major overseas linen fabric and garment manufacturers.
In 2014, the Group's linen yarn exports amounted to 9,112 tonnes,
representing a year-on-year increase of 15%, which reinforced the
Group's leading position as the largest linen yarn exporter in China
for 12 consecutive years.

The new production base in Haiyan County, Zhejiang Province (2nd
phase of the Haiyan plant) of the Group commenced trial production
in April 2014 and smoothly commenced formal production in
June 2014, thereby adding an annual production of 5,000 tonnes
of linen yarn to the Group and alleviating the shortage of capacity
to some extent. Given the launch of the new production capacity,
coupled with an increase in average selling prices at the beginning
of the year, revenue of the Group for 2014 surged by 20% vyear-
on-year as compared with last year to RMB914,279,000 (2013:
RMB761,915,000). Gross profit rose by 18.4% year-on-year to
RMB245,001,000 (2013: RMB206,883,000). As a result of the offset
between the increase in selling prices at the beginning of the year and
the rise in labour and energy costs as well as the initial depreciation
in relation to the 2nd phase of the Haiyan plant, gross profit margin
stood at 26.8% (2013: 27.2%). Profit attributable to owners of the
parent reached RMB110,477,000, representing an increase of 10.0%
from RMB100,438,000 for 2013. Net profit margin slightly decreased
to 12.1% (2013: 13.2%) but the basic earnings per share increased to
RMBO0.17 (2013: RMBO0.16). To reciprocate the shareholders for their
continued support while reserving resources for further expansions,
the Board has recommended the payment of a final dividend of
HK7.5 cents per ordinary share (2013: HK7.5 cents per ordinary
share).

BEERBHNWR DN
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Management Discussion and Analysis

BEEREFNMRE DN

Major Markets and Customers

Being the largest linen yarn exporter in China, the Group has a
sales network covering over 20 countries and regions around the
world. In order to seize market opportunity quickly, keep abreast of
market trends and deliver comprehensive and efficient services, the
Group has established footprints in major overseas linen textile and
consumer markets. The Group currently has one subsidiary in Italy
and five agencies in Turkey, Portugal, India and Korea. The Italian
subsidiary keeps its own stocks so that it can serve the immediate
needs and tighten the co-operation with high-end clients in Europe.

In 2014, overseas sales amounted to RMB583,876,000 and
accounted for approximately 64% of the Group’s overall revenue.
In particular, revenue from European Union countries amounted to
approximately RMB251,538,000, accounting for 28% of the total
revenue, while that from non-European Union countries amounted
to approximately RMB332,338,000, accounting for 36% of the total
revenue. During the year, Italy remained the largest export market
of the Group and accounted for 25% of its total export revenue,
followed by, in descending order, Korea, Turkey, India, Portugal and
Japan.

While the overseas markets are developing steadily, the domestic
linen textile market has also attained significant growth in
recent years. Domestic sales surged by 17% during the year to
RMB330,403,000, accounting for approximately 36% of the Group’s
total revenue. In light of the increasing income level, there have
been fundamental changes in the consumption patterns of the
general public in China. Consumers’ concerns have shifted from pure
practicality to quality and the ability to reflect their personal taste.
Linen textiles are not only anti-bacterial and comfortable, but also
highly environmental-friendly in their production process. Therefore,
linen textiles perfectly suit the taste of new-generation consumers
who look for environmental-friendly and sustainable products. Many
leading domestic and overseas trend-setting brands and fast-moving
fashion brands have now embarked on their own linen selections.
For example, a famous Japanese brand has not only launched a linen
garment line, but also introduced a tracking system for the use of
its raw materials so as to monitor their quality and environmental-
friendliness together with its consumers.
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Management Discussion and Analysis

BEERBHNWR DN

Sales Analysis by Domestic and Overseas Markets BRITIHHEEMNL
2013 2014
—E—= —E—-F
Share of Share of  Year-on-year
total total change
Revenue revenue Revenue revenue in revenue
A
WA (HEBRA WA HEERA Bk &1t
RMB’000 (%) RMB’000 (%) (%)
ARETTT Bk ARBTT B 7 k(%) A7 (%)
China H 283,393 37.2% 330,403 36.1% 16.6%
European Union =] 192,051 25.2% 251,538 27.5% 31.0%
Non- European Union JEEER 286,471 37.6% 332,338 36.4% 16.0%
Raw Material Procurement and Related Strategies JR AR 8 R SR W

During the year ended 31 December 2014, prices of fibre flax, the
major raw material of linen yarn, maintained a steady growth. The
Group mainly sources its fibre flax from well-established origins
such as France, Belgium and the Netherlands. Being one of the
largest buyers in these regions, the Group enjoys strong bargaining
power when dealing with suppliers. Furthermore, the Group has
formulated systematic procurement strategies under which the Group
will procure according to the level of fibre flax harvest, the Group’s
inventory level and the market prices of fibre flax so as to stabilise its
raw material costs, overall market demand and supply as well as the
price fluctuations of raw materials.

Apart from sourcing raw materials abroad, the Group also has a raw
material production base in Yili, Xinjiang mainly for the production
of organic flax, which has a high gross profit margin. It currently has
an annual production capacity of approximately 1,000 tonnes which
could supply approximately 4% of the total raw materials used by
the Group. In the future, the Group will look for other suitable flax
cultivation bases in other regions with the aim of further stabilising
the price fluctuations and supply of raw materials.

Production Bases and Productivity

As at 31 December 2014, the Group had three productions bases
in China. The one in Rugao City, Jiangsu Province has an annual
production capacity of 6,000 tonnes, and its utilisation rate for the
year was 100%. The other two bases are located in Haiyan County,
Zhejiang Province, among which the 2nd phase of the Haiyan
plant conducted trial production in April 2014 and commenced
formal production in June 2014, contributing an additional annual
production capacity of 5,000 tonnes to the Group. The current
designed annual linen yarn production capacity of the Group
amounts to 18,000 tonnes, representing a significant increase of 38%
from 13,000 tonnes for last year.
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The new production base in the 2nd phase of the Haiyan plant is
equipped with the latest management systems, technologies and
equipment, the combination of which has brought about a smooth
operation and has reduced unnecessary procedures and wastage of
raw materials, thus improved overall production efficiency. Compared
with the previous two production bases, the new one is further
equipped with an energy conservation system. Since wet spinning
processes are used in linen yarn spinning, water management is
key to costs reduction. The energy conservation system can collect
condensed waste water produced during the linen yarn production
processes while recovering waste heat from the boilers. The new
production base also utilises an efficient electric motor power saving
system provided by a well-known German Company. These systems
have not only reduced the production costs of the Group, but also
laid a solid foundation of profit growth for the Group in the long
run. For further details about the measures taken by the Group in
relation to environmental protection, please refer to the Group’s
Environmental, Social and Governance report, which is expected to
be despatched together with the annual report of the Company for the
year ended 31 December 2014 before the end of April 2015.

BREEEM

Existing production bases

1st phase of the Haiyan Plant, WIE 28—

Zhejiang Province

Rugao City, Jiangsu Province TEREINET

2nd phase of the Haiyan Plant, WIE B8 — 5

Zhejiang Province (Trial production —ZE-mFmMmA

in April 2014 and formal production AAEE M

in June 2014) NAEREE)
Total /El\/\
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Patents, Awards and Recognitions
The Group has been granted one invention patent and six utility

model patents and received three recognitions during the year:

One invention patent:

Production method of differentiated linen fibre

Six utility model patents:

Wet-spun hollow linen yarn
Wet-spun hollow linen yarn production device

Automatic device for collecting and packing short fibre flax for
hackling machine

New hanging linen yarn spinning spindles
New roving bobbins for spinning linen yarn

New roving bobbins for spinning linen yarn and hanging
spindles combined device

Three recognitions:

“2013 Advanced Management Innovation Enterprise of China
Bast and Leaf Fibers Textile Industry” by the China Bast and
Leaf Fiber Textile Association in February 2014

“2011-2012 AAA-Credit-Rating Tax Payer” by Zhejiang
Local Tax Bureau and Zhejiang Provincial Office, State
Administration of Taxation in April 2014

“Top 10 Most Influential Brands of the China Bast and Leaf
Fibers Textile Industry” by the China Bast and Leaf Fibers Textile
Association in May 2014
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FINANCIAL REVIEW

Revenue

For the year ended 31 December 2014, the Group’s revenue
increased to RMB914,279,000, representing an increase of
approximately 20.0% year-on-year (2013: RMB761,915,000). The
increase was mainly due to the increase of average selling price of
products by 5% in the beginning of the year and the expansion of
production capacity after commencement of the formal production of
the 2nd phase of the Haiyan plant in June 2014.

Gross Profit and Gross Profit Margin

For the year ended 31 December 2014, the Group’s gross profit
increased to RMB245,001,000, representing an increase of
approximately 18.4% year-on-year (2013: RMB206,883,000). Gross
profit margin for the year ended 31 December 2014 remained stable
at 26.8% (2013: 27.2%) as a result of the offset between the increase
in selling price and the increase of labour and other operating costs in
China.

Other Income and Gains

For the year ended 31 December 2014, other income and gains are
mainly represented by various government grants which amounted to
RMB10,211,000 and interest income of RMB946,000.

Selling and Distribution Expenses

For the year ended 31 December 2014, the Group’s selling and
distribution expenses amounted to approximately RMB37,870,000
(2013: RMB32,617,000), which accounted for approximately 4.1%
of the revenue (2013: 4.3%). The decrease in selling costs as a
percentage of revenue in 2014 was mainly due to certain staff costs
had been fixed and did not rise along with the increase in revenue.

Administrative Expenses

For the year ended 31 December 2014, the Group’s administrative
expenses amounted to approximately RMB48,168,000 (2013:
RMB41,042,000), representing an increase of approximately 17.4%
as compared to the corresponding period of last year. The increase
of administrative expenses was mainly due to the increase in
personnel costs of RMB3,020,000, research and development costs
of RMB1,755,000, office expenses of RMB1,661,000 and travelling
expenses of RMB1,065,000.
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Other Expenses

Other expenses mainly represent the exchange loss of
RMB10,055,000 due to the depreciation of major currencies against
Renminbi during the year ended 31 December 2014.

Finance Costs
For the year ended 31 December 2014, finance costs amounted to
approximately RMB10,751,000 (2013: RMB9,551,000), representing
a increase of approximately 12.6%. The increase in finance costs
was mainly due to the increase in average outstanding loan balance
during the year.

Share of Profit of an Associate
For the year ended 31 December 2014, share of profit of Huaning
Ltd. O T AL T E F

an associate established on 28 December 2009

Flax Electronic Business (Zhejiang) Co.,
BEARRED,
in China principally engaging in sale of linen raw material products
and provision of transaction services, was approximately RMB36,000
(2013: RMB99,000).

Profit Attributable to Owners of the Parent

For the year ended 31 December 2014, the Group recorded
a profit attributable to owners of the parent of approximately
RMB110,477,000 (2013: RMB100,438,000), representing an increase
of 10.0% as compared with the corresponding period of last year.

Intangible Assets

As at 31 December 2014, the Group’s intangible assets were sewage
rights granted in 2012 for a term of 20 years, which amounted to
RMB9,606,000 (2013: RMB10,212,000). Intangible assets are subject
to amortisation based on their useful lives. For the year ended 31
December 2014, amortisation of intangible assets was approximately
RMB606,000 (2013: RMB606,000).

Trade and Notes Receivables

As at 31 December 2014, despite the trade and notes receivables
of the Group increased by 43.1% to RMB232,922,000 (2013:
RMB162,753,000), the average accounts receivable turnover days
reduced from 91 days as at 31 December 2013 to 79 days as at 31
December 2014.
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Trade and Notes Payables

As at 31 December 2014, trade and notes payables of the Group
increased significantly by 30.5% to approximately RMB151,200,000
(2013: RMB115,902,000). Such increase was mainly due to
additional purchases of raw materials in December 2014 to ensure
stable supply. The average accounts payable turnover days increased
from 52 days as at 31 December 2013 to 73 days as at 31 December
2014.

Interest-bearing Bank Loans

As at 31 December 2014, the Group’s interest-bearing bank
loans amounted to approximately RMB280,875,000 (2013:
RMB238,548,000), representing an increase of 17.7%, mainly
reflecting the Company’s normal requirement for working capital.

Liquidity and Financial Resources

As at 31 December 2014, the Group had net current assets of
approximately RMB399,561,000 (2013: RMB371,446,000). The
Group financed its operations with internally generated resources
and bank loans during the year ended 31 December 2014. As at
31 December 2014, the Group had cash and cash equivalents
of approximately RMB217,185,000 (2013: RMB201,698,000).
The liquidity ratio of the Group as at 31 December 2014 was
approximately 186.1% (2013: 201.0%). Shareholders” fund of the
Group as at 31 December 2014 was approximately RMB961,662,000
(2013: RMB889,975,000).

As at 31 December 2014, the Group had bank loans repayable
within 12 months from the statement of financial position date of
approximately RMB230,875,000 (2013: RMB188,548,000) and long-
term loans of RMB50,000,000 (2013: RMB50,000,000). Together they
represented a gross debt gearing (i.e. total borrowings/shareholders’
funds) of approximately 29.2% (2013: 26.8%).

CAPITAL COMMITMENTS

As at 31 December 2014, outstanding contractual capital
commitments of the Group in respect of purchase of property,
plant and equipment not provided for in the annual financial
statements amounted to approximately RMB32,832,000 (2013:
RMB79,505,000). There was also capital commitment authorised
but not contracted for amounted to approximately RMB70,000,000
(2013: Nil).
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CONTINGENT LIABILITIES
As at 31 December 2014, the Group did not have any contingent
liabilities.

CHARGE OF ASSETS

As at 31 December 2014, the interest-bearing bank loans were
secured by certain property, plant and equipment, prepaid land
lease payments, inventories and pledged deposits of the Group with
carrying amounts of RMB107,437,000 (2013: RMB59,072,000),
RMB29,248,000 (2013: RMB27,324,000), RMB40,000,000 (2013:
RMB72,799,000) and RMB29,751,000 (2013: RMB37,802,000),
respectively. In addition, deposits of carrying amount of
approximately RMB13,795,000 (2013: RMB30,823,000)
were pledged to secure notes payable and the remaining of
RMB25,640,000 (2013: Nil) were pledged to secure forward
contracts.

FOREIGN CURRENCY RISK

The Group's transactions are mainly denominated in RMB, United
States Dollars, Euro and Hong Kong Dollars. The exchange rate
changes of such currencies were monitored regularly and managed
appropriately. Currently, the Company also has certain foreign
currency forward contracts entered into by utilising its credit line,
and derivative financial instruments of approximately RMB2,244,000
(2013: RMB7,819,000) was recognised by the Group as assets as at
31 December 2014.

REMUNERATION POLICY AND SHARE OPTION
SCHEME

As at 31 December 2014, the Group had a total of 2,538 employees
(2013: 2,032 employees). Total staff costs incurred for the year ended
31 December 2014 increase by 33.4% to RMB140,494,000 (2013:
RMB105,290,000), which was mainly due to salary increment and
additional headcounts for the new factory commenced operation
during the year ended 31 December 2014.

The Group offers comprehensive and competitive remuneration,
retirement scheme and benefit packages to its employees. The Group
is required to make contributions to a social security scheme in
China. Moreover, the Group and its employees in China are each
required to make contributions to fund pension insurance and
unemployment insurance at rates specified in the relevant laws and
regulations in China.
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The remuneration policy for the employees of the Group is
formulated by the Board with reference to the employee’s respective
qualification, experience, responsibilities and contributions to the
Group, as well as the prevailing market rate of remuneration for a
similar position. The remunerations of the Directors are determined
by the Board and the remuneration committee of the Company
with the mandate given by the shareholders at the annual general
meeting having regard to the Group’s operating results, individual
performance and comparable market statistics. The Group also
provides both internal and external training programmes for its
employees from time to time.

The Group has also adopted a share option scheme (the “Scheme”)
for the purpose of providing incentives and rewards to the Directors,
including independent non-executive Directors, and other employees
of the Group who have contributed to the success of the Group’s
operations. There was no outstanding option under the Scheme at any
time of the year ended 31 December 2014.

OUTLOOK AND PLANS

Attributable to a wide range of characteristics such as breathable,
comfortable, environmental-friendly and fashionable, linen textiles
are more recognised and welcomed by consumers. Driven by rising
demand for linen fabrics from international leading fashion brands
and expansion in domestic consumption, the relatively fast growth
of the linen market has provided unprecedented opportunities to
the Group. Nevertheless, the linen textile industry is still facing
challenges such as the rising labour and energy costs, outdated
production techniques and heavy reliance on imported raw materials.
In order to tackle such challenges and to seize market opportunities,
the Group will continue to strive for greater market share in domestic
and overseas markets and strengthen its leadership in the linen
textile industry through active expansion of production capacity,
enhancement of production efficiency.
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Following the successful launch of the 2nd phase of the Haiyan
Plant in the first half of the year, the Group has moved on to sign an
investment agreement with the Ministry of Industry of Ethiopia on
17 July 2014 to develop and construct the Kingdom Linen Industrial
Zone in Ethiopia. This project, which is equipped with world-class
advanced technologies, has a planned site area of approximately
300,000 square metres and will be constructed in three phases.
The first phase will have a production capacity of 5,000 tonnes
of regular linen yarn and will commence construction in 2015.
It is expected to put into production by the end of 2016. In view
of the rising labour and energy costs in China, coupled with the
production shortage resulting from the increase in demand, the
Group is now actively planning its production bases overseas with
cost advantages. According to the statistics of the World Bank for
the year of 2013, Ethiopia had a population of approximately 94.1
million with a median age below 20. Comparing with China and
nearby key textile regions in Southeast Asia such as Cambodia,
Vietnam and Bangladesh, Ethiopia has a younger population, a more
advantageous demographic distribution and more competitive labour
costs. In addition, as the international community is advocating the
development of Africa, textile products made in Ethiopia will be
eligible for duty-free and quota-free treatments if such products are
exported to countries such as the United States, the European Union
and India. These treatments will greatly enhance the competitiveness
of the Group’s products in overseas markets, thereby paving the way
for its market expansion.

In addition to setting up production plant in Ethiopia, the Group has
also made tremendous effort to optimise the production efficiency
of the production base in Rugao and the 1st phase of the Haiyan
Plant. With a series of measures ranging from technical upgrade
to production automation, the labour costs and safety hazards of
production lines have been further reduced. Production capacity
optimisation projects are being carried out in these two production
bases progressively. Through scientific management process over
raw material procurement, production, quality checks, order
management, sales, exports and finance, their cost structures are
refined and the Group’s sustainable development is secured.

Looking forward to 2015, leveraging on its headquarter in China,
the Group will continue to explore and penetrate the domestic
market and promote the use of linen fabrics so as to tap into the
enormous market of China which has 1.3 billion of population. With
respect to the overseas market, the Group will further strengthen its
communications and interactions with stakeholders of other linen
textile production and consumption regions through organising
exchanges and conferences, and participating in product and
technology exhibitions. Such initiatives are expected to reinforce
the Group'’s relationship with its clients, strengthen its brand image,
further reinforce the Group’s leadership in the industry and secure
mutual growth in both the domestic and overseas markets.
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CHAIRMAN AND EXECUTIVE DIRECTOR

Mr. Ren Wei Ming (f£4£87) , aged 55, is the chairman of the Group
and an executive Director. Mr. Ren is responsible for the overall
management of the Group and making decisions on the business
development strategy of the Group. Mr. Ren has worked in the silk
and textiles industry since 1979. He has been the chairman and
general manager of Zhejiang Kingdom Creative Co., Ltd. (“Kingdom
Creative”), a company which is owned as to 67.12% by Mr. Ren
since 2000. Mr. Ren started to engage in the linen yarn manufacturing
business through Haiyan Ziwei Flax Co., Ltd. (“Haiyan Ziwei”) in
December 2001 as its director. He joined the Group in March 2003
when the first operating member of the Group, Zhejiang Jinyuan Flax
Co., Ltd. (“Zhejiang Jinyuan”) was established. He obtained various
awards including National Township Entrepreneur awarded by the
Ministry of Agriculture of the PRC, National Excellent Young Factory
Manager and Zhejiang Provincial Excellent Entrepreneur. He was
representative of the 9th and 10th National People’s Congress of
Zhejiang Province. Mr. Ren is currently the vice president of China
Bast and Leaf Fibers Textile Association and the vice-president of The
Hong Kong General Chamber of Textiles Ltd. He is also a director
of Kingdom Investment Holdings Limited (“Kingdom Investment”)
with discloseable interests in the Shares of the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO. Mr. Ren is also
a director of Huitong Financial Leasing (Shanghai) Co., Ltd. (Ei®
BEME (L/8)BR2AF) (“Huitong”), an associate of Kingdom
Investment. Mr. Ren is also a director of Bank of Jiaxing Co., Ltd.

EXECUTIVE DIRECTOR

Mr. Shen Yueming (JL#288) , aged 53, is an executive Director. Mr.
Shen is the director and general manager of Zhejiang Jinyuan, Jiangsu
Jinyuan Flax Co., Ltd. (“Jiangsu Jinyuan”) and a director of Haiyan
Ziwei, all are wholly-owned subsidiaries of the Company. Mr. Shen
is responsible for the day-to-day operations and management of the
Group and also takes part in the decision making of the Group. He is
a director of each of Kingdom Creative and Huitong. Mr. Shen joined
the Group in March 2003.

EXECUTIVE DIRECTOR

Mr. Zhang Hong Wen (3R ), aged 48, is an executive Director.
Mr. Zhang is the director and financial controller of Zhejiang Jinyuan
and Jiangsu Jinyuan. He is also a director of each of Huitong and
Mega East Investment Limited, an associate of Kingdom Investment.
Before joining the Group in 2003, Mr. Zhang was the assistant to the
general manager and the head of capital clearing division of Kingdom
Creative from 2000 to 2002.
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Directors and Senior Management

NON-EXECUTIVE DIRECTOR

Mr. Ngan Kam Wai Albert (Z2€48) , aged 65, is a non-executive
Director. Mr. Ngan is the chairman of Millionfull Company Limited,
a company incorporated in Hong Kong engaged in the trading of
linen and linen blend textiles. Mr. Ngan was a member of the 9th
and 10th Fujian Provincial People’s Political Consultative Conference
and vice-chairman of Po Leung Kuk from April 2010 to March 2012.
He was the president of The Hong Kong General Chamber of Textiles
Ltd. from September 2009 to August 2011 and has been appointed
permanent honorary chairman of The Hong Kong General Chamber
of Textiles Ltd. in September 2011 and a director of HuaQiao
University in 2002. On 22 November 2011, he became a member
of the Election Committee of the Chief Executive Election of the
Hong Kong Special Administrative Region. He joined the Group in
September 2004. He is also chairman of the board of directors of
Millionfull International Co., Ltd (“Millionfull International”) which
has discloseable interests in the shares of the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO.

NON-EXECUTIVE DIRECTOR

Mr. Tse Mark Chau Shing (88 ), aged 62, is a non-executive
Director. Mr. Tse joined the Group in May 2009. He is currently an
independent business consultant and investor. Mr. Tse was previously
employed under various banking titles at The First National Bank
of Chicago (now part of JP Morgan Chase, a company listed on the
New York Stock Exchange) from 1975 to 1980, and subsequently as
a director of Hill Samuel Merchant Bank (now part of Lloyds Bank
plc, a company quoted on the London Stock Exchange) till 1987. He
was appointed as the managing director of Tractebel Pacific Limited
in 1987 and remained full time in this position until 1993. Since
1994. Mr. Tse has worked as an independent business consultant for
over 20 multinational companies on different assignments. He has 20
years of experience in advising European and US companies on joint
ventures in China and South East Asia. Among his various duties, Mr.
Tse is also senior advisor of Caledonia Investments plc, a company
listed on the London Stock Exchange. He obtained bachelor and
master degrees in Engineering from University of Cambridge in the
United Kingdom and a master degree in Business Administration from
University of Chicago in the United States.
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INDEPENDENT NON-EXECUTIVE DIRECTOR

Mr. Yang Donghui (155 &), aged 69, is an independent non-
executive Director. Mr. Yang has been working in the China
National Textile & Apparel Council (formerly known as the China
Textile Industry Department and China Textile General Chambers)
from 1977 and is currently a consultant of this organisation. He
has been the president of the National Association of Domestic
Textile Products Industry since 1999 and is currently a consultant of
Environmental and Resources Conservation Promotion Committee.
He was an independent director of Hunan Mendale Hometextile
Co., Ltd. (Stock Code: 002397), a company listed on the small and
medium enterprise board of the Shenzhen Stock Exchange (“SZSE
SME Board”), from 5 March 2007 to 28 June 2012; an independent
director of Luolai Home Textile Co., Ltd. (Stock Code: 002293),
a company listed on SZSE SME Board from 7 July 2007 to 14
November 2013; an independent director of Zhejiang Golden Eagle
Co., Ltd. (Stock Code: 600232), a company listed on the Shanghai
Stock Exchange, from 19 June 2008 to 28 May 2014 and a non-
executive director of Billion Industrial Holdings Limited (Stock Code:
2299), a company listed on main board of the Stock Exchange from
17 September 2012 to 19 March 2014. Mr. Yang joined the Group
in November 2006. He graduated from Department of Chemical
Engineering of Tsinghua University in the PRC in 1970.

INDEPENDENT NON-EXECUTIVE DIRECTOR

Mr. Lau Ying Kit (2I2%4¢) , aged 41, is an independent non-executive
Director. Mr. Lau is currently the chief financial officer and company
secretary of Great Harvest Maeta Group Holdings Limited (Stock
Code: 03683), a company listed on the Main Board of the Stock
Exchange. Mr. Lau is also an independent non-executive director
of Xiezhong International Holdings Limited (Stock Code: 3663),
a company listed on the main board of the Stock Exchange and
China Wood Optimization (Holding) Limited (Stock Code: 8099),
a company listed on the Growth Enterprise Market of the Stock
Exchange. He is also a director of Adex Mining Inc. (Stock Code:
ade), a listed company listed on the TSX Venture Exchange in Canada.
Mr. Lau is a fellow member of the Hong Kong Institute of Certified
Public Accountants and holds a master’s degree in finance from
the City University of Hong Kong. He has extensive experience in
financial and accounting in China and Hong Kong. He joined the
Group in November 2006.
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INDEPENDENT NON-EXECUTIVE DIRECTOR

Mr. Lo Kwong Shun Wilson (Z&15) , aged 41, is an independent
non-executive Director. Mr. Lo has more than 10 years of working
experience in investment banking and advising on corporate finance.
Mr. Lo is currently managing director of Guotai Junan Capital Limited.
Mr. Lo is also an independent non-executive director of Raymond
Industrial Limited (Stock Code: 229), Wuzhou International Holdings
Limited (Stock Code: 1369) and Huiyin Household Appliances
(Holdings) Co., Ltd (Stock Code: 1280), companies listed on the
main board of the Stock Exchange. Mr. Lo also had three years
of experience in the field of auditing and accounting. Mr. Lo is
a member of the American Institute of CPA and a member of the
Hong Kong Institute of Certified Public Accountants. He obtained his
bachelor’s degree in commerce from University of British Columbia
in Canada in 1995. He joined the Group in May 2010.

SENIOR MANAGEMENT

Mr. Chan Yan Kwan Andy (BR1Z%F ), aged 46, is the chief financial
officer and company secretary of the Company. Mr. Chan has over
20 years of experience in accounting and the financial sector. During
July 2004 to January 2014, he was the group financial controller
and company secretary of Natural Beauty Bio-Technology Limited
(Stock Code: 157), a company listed on the main board of the Stock
Exchange, responsible for financial planning and monitoring. Prior
to July 2004, he worked in an international accounting firm and had
served senior financial positions in a company listed on the NASDAQ
Stock Market and a renowned German exhibition company. Mr. Chan
is a fellow member of the Hong Kong Institute of Certified Public
Accountants and the Association of Chartered Certified Accountants
and a holder of Practitioner’s Endorsement certificate issued by the
Hong Kong Institute of Chartered Secretaries. He graduated from the
University of Hull in the United Kingdom with a bachelor’s degree in
economics and accounting in 1992 and graduated from lvey Business
School with Western University (formerly Richard Ivey School of
Business with University of Western Ontario), Canada with an
Executive MBA in 2008. Mr. Chan joined the Group in January 2014.

Ms. Shen Hong (JL7%), aged 48, is the internal audit controller
of the Group. She completed her professional accounting studies
at Zhejiang Long March Finance School in the PRC and has more
than 20 years of experience in finance. Before joining the Group in
March 2003, she worked in Kingdom Creative as the head of finance
management department.
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Report of the Directors

ESEHE

It is the Board’s pleasure in presenting their annual report on the
affairs of the Group together with the audited financial statements for
the year ended 31 December 2014 (the “Year”).

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities
of its principal subsidiaries are set out in note 18 to the financial
statements.

RESULTS

The results of the Group for the Year are set out in the consolidated
statement of profit or loss on page 62.

DIVIDEND

At a meeting of the Board held on 13 March 2015, the Board
recommended the payment of a final dividend of HK7.5 cents per
ordinary share of the Company for the year ended 31 December
2014. The proposed final dividend, if approved by the shareholders at
the forthcoming annual general meeting of the Company, will be paid
on or before 15 July 2015 to the shareholders whose names appear
on the register of members of the Company on 12 June 2015.

RESERVES
Movements in the reserves of the Group during the Year are set out in
the consolidated statement of changes in equity on page 66.

DISTRIBUTABLE RESERVES

As at 31 December 2014, the Company’s distributable
reserves calculated under the Companies Law of the Cayman
Islands amounted to RMB643,620,000 (31 December 2013:
RMB643,620,000).

DONATIONS

Charitable and other donations made by the Group during the year
ended 31 December 2014 amounted to approximately RMB312,000
(31 December 2013: RMB52,000).
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SHARE CAPITAL
Details of the movements in the share capital of the Group are set out
in note 31 to the financial statements.

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

PROPERTY, PLANT AND EQUIPMENT

During the financial year ended 31 December 2014, the Group
acquired property, plant and equipment of approximately
RMB143,860,000. Details of the movements are set out in note 14 to
the financial statements.

DIRECTORS
During the year ended 31 December 2014 and up to the date of this
report, the Directors were:

Executive Directors

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

Mr. Zhang Hong Wen

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

Independent non-executive Directors
Mr. Yang Donghui

Mr. Lau Ying Kit

Mr. Lo Kwong Shun Wilson

Pursuant to article 87 of the article of association of the Company (the
“Articles”), one-third of the Directors for the time being (or, if their
number is not a multiple of three, then the number nearest to but not
less than one-third) shall retire from office by rotation at each annual
general meeting of the Company provided that every Director shall be
subject to retirement at least once every three years and being eligible
offer themselves for re-election. In accordance with article 87 of the
Articles, Mr. Ren Wei Ming, Mr. Ngan Kam Wai Albert and Mr. Lau
Ying Kit shall retire from office by rotation at the forthcoming annual
general meeting. The three retiring Directors, being eligible, will offer
themselves for re-election as Directors at the forthcoming annual
general meeting.
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Report of the Directors
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As Mr. Lau Ying Kit will be served as independent non-executive
Director for nine years in November 2015, pursuant to Code A.4.3
of the code provisions of Corporate Governance Code as set out in
Appendix 14 of the Rules Governing the Listing of the Stock Exchange
(the “Listing Rules”), his further appointment should be subject to a
separate resolution to be approved by shareholders. Details of the
relevant code provision and the re-election of Mr. Lau as independent
non-executive Director are set out on page 44 of this report.

DIRECTORS’ SERVICE CONTRACTS

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

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

No contracts of significance in relation to the Group’s business to
which the Company or its subsidiaries was a party to and in which
a Director had a material interest in, whether directly or indirectly,
subsisted at the end of the Year or at any time during the year ended
31 December 2014 except as disclosed under the section headed
“Connected Transactions” below and note 36 to the financial
statements.

INDEPENDENCE OF THE INDEPENDENT NON-
EXECUTIVE DIRECTORS

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

REMUNERATION POLICY

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

Details of Directors’ remuneration are set out in note 8 to the
financial statements.
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The remunerations of the senior management of the Company, during
the year ended 31 December 2014 fall within the following bands:

RMBO — RMB1,500,000 AREoLE ARY1,500,0007T

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Brief biographical details of the Directors and senior management are
set out on pages 24 to 27.

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

As at 31 December 2014, the Directors and their associates had the
following interests in the shares, underlying shares and debentures
of the Company and its associated corporations (within the meaning
of the SFO, which were recorded or required to be recorded in
the register required to be kept under Section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) as set out in Appendix 10 to the Listing
Rules:

Long positions in shares of the Company (the “Shares”)
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1. The Shares are registered under the names of the Directors who are the

beneficial shareholders.

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

3. Mr. Ngan Kam Wai Albert and Ms. Ngan Chan Kattie Sau Kat, the
spouse of Mr. Ngan, hold approximately 51.00% and 23.00% of the
issued share capital of Millionfull International (as defined below) and
50.22% and 22.33% of the issued share capital of Millionfull Company
Limited, respectively. Mr. Ngan therefore holds controlling interests in
both Millionfull International and Millionfull Company Limited and
is deemed under the SFO to be interested in 64,800,000 Shares, i.e.
10.26%, held by Millionfull International and 2,200,000 Shares, i.e.
0.35%, held by Millionfull Company Limited.

Share options
During the year ended 31 December 2014, no share options were
granted to the Directors or any of their associates.

Save as disclosed above, as at 31 December 2014, none of the
Directors or their associates had or were deemed to have any interest
or short position in the shares, underlying shares and debentures
of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO) which were recorded or required to
be recorded in the register required to be kept under Section 352
of the SFO or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

Save as disclosed above, at no time during the Year was the Company
or any of its subsidiaries a party or parties to any arrangement to
enable the Directors to acquire benefits by means of acquisition of
shares in or debentures of the Company or any other body corporate.
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INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL FERRWERZRKXE

SHAREHOLDERS

So far as is known to any Director, as at 31 December 2014, the FAEMEZEFBRIMA RZE—OF+_HA=+—
following persons, other than a Director or chief executive of the H ' LA TATL (RAREFLHEHITHABRIN)
Company, had interests or short positions in the shares or underlying ~ RAARRRRMD ARG PHEEREES KHE
shares of the Company which were recorded or required to be {&BIE336{5E B AHBTAZBKRETENERL
recorded in the register required to be kept under Section 336 of the iz kA & -

SFO:

Long positions in Shares

Name of Shareholder
BREERE

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

Kingdom Investment Holdings Limited
(IKingdom Investment (BVI) ) (#7£1)

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

Millionfull International Co., Ltd.
(IMillionfull International 1) (#17#2)

Asian Equity Special Opportunities Portfolio
Master Fund Limited (Note 3)

Asian Equity Special Opportunities Portfolio
Master Fund Limited ( #77#3)

RAYS Capital Partners Limited (Note 3)

RAYS Capital Partners Limited ( #74£3)

Yip, Yok Tak Amy (Note 3)
Wi (HaE3)
Ruan, Ching Chi David (Note 3)

BUBIE (BiE3)

RBEFRE
Approximately
percentage
Number of of issued
Capacity Shares share capital (%)
HERITRA
5% BHEE A H 2 (%)
Beneficial owner 279,200,000 44.21
E=EAA
Beneficial owner 64,800,000 10.26
E=EAA
Beneficial owner 33,857,000 5.36
E=EAA
Beneficial owner and 44,629,000 7.07
interest of controlled
company
EmEBAR
R NGV
Interest of controlled 44,629,000 7.07
companies
R NGIE: o
Interest of controlled 44,629,000 7.07

companies
REH N RER
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Notes:

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

Company.

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

3. Asian Equity Special Opportunities Portfolio Master Fund Limited is
beneficially owned by RAYS Capital Partners Limited. RAYS Capital
Partners Limited is 50% beneficially owned by Yip, Yok Tak Amy and
50% beneficially owned by Ruan, Ching Chi David.

Save as disclosed above, as at 31 December 2014, the Company
had not been notified by any person, other than a Director or chief
executive of the Company, who had interests or short positions in the
shares or underlying shares of the Company which were recorded
or required to be recorded in the register required to be kept by the
Company under section 336 of the SFO.

SHARE OPTION SCHEME

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

Subject to the terms of the Scheme, the Board may at its discretion
grant options to: (i) any Director, employee, consultant, customer,
supplier, agent, partner or adviser of or contractor to the Group or a
company in which the Group holds an interest or a subsidiary of such
company (“Affiliate”); or (ii) the trustee of any trust the beneficiary of
which or any discretionary trust the discretionary objects of which
include any Director, employee, consultant, professional, customer,
supplier, agent, partner or adviser of or contractor to the Group or
an Affiliate; or (iii) a company beneficially owned by any Director,
employee, consultant, professional, customer, supplier, agent, partner,
adviser of or contractor to the Group or an Affiliate.
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The overall limit on the number of Shares which may be issued upon
exercise of all outstanding options granted and yet to be exercised
under the Scheme and any other schemes must not exceed 30% of
the Shares in issue from time to time. Subject to the aforesaid limit,
the total number of Shares available for issue under options which
may be granted under the Scheme and any other schemes must not,
in aggregate, exceed 60,000,000 Shares, being 10% of the issued
share capital of the Company as at 12 December 2006, the date of
listing of the Shares, unless separate shareholders” approval has been
obtained.

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

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

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

The Company granted 9,100,000 share options under the Scheme
on 9 July 2010. 3,640,000 share options were exercised during
the year ended 31 December 2012 and 5,460,000 share options
were exercised during the year ended 31 December 2013. As at 31
December 2014 and the date of this report, there was no share option
outstanding under the Scheme.

Report of the Directors
EEEHRSE

HITEARIEET 8 AT B Ab 51 8135 M & KT
RPTEBRER HITRRMBEZEE LR A1
BEBBATRRNE TR MD30%  RIE_ Ay EBR -
HITEAREET & R A st BT L BB AR i M
AlBe B THI AR () AR & - & H 15 #83860,000,000[%
B (AR R —_EEF+-_A+=-H
EERAXRARBEITRAEI0%)  HEEBRKRERES
TTHE A BIBR S

ERHAHIENTZ

AEMEN—R2EERE
TRBBARBNRDET

A A Er & S Rl
H§ZXE@1°/0 °

BERATENIHESHEFENELRET
AREBEARBRLBRES Rt TFRER-

EARODORBEINFERATHESE ()R
B BB I B AR 32 P B IRE R AT AR () TR
B BZAVARERR: (WWMEREERILEH
BREAHAAESX BB E A RERMT
Bty AW HERN S RGi D EE-

ARRAIR—ZZE—ZFEFELANEBREFIED
9,100,000 il E-BiZE T ——_F+= A
=T —BIEFERNTEZERESR A3,640,000
o MEEZE—=F+A=1+—HILFER
1T1E 2 R B B A5,460,00015 A —ZF — Y
FH+ZA=+—HEARELBH ZFFEETL
EAT I ARIEST(E 2 B AR -

Kingdom Holdings Limited £Z KGR A 7




Report of the Directors

ESEHE

CONTROLLING SHAREHOLDERS” INTERESTS IN
CONTRACT OF SIGNIFICANCE

No contracts of significance have been entered into between the
Company or any of its subsidiaries and any controlling shareholder or
any of its subsidiaries during the year ended 31 December 2014.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year ended 31 December 2014.

MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 December 2014, sales to the Group’s five
largest customers accounted for approximately 23.8% of the Group's
total sales for the Year and sales to the Group’s largest customer
amounted to approximately 6.9%. Purchases from the Group's five
largest suppliers accounted for approximately 66.3% of the total
purchases for the Year and purchase from the Group's largest supplier
amounted to approximately 19.8%.

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

CONNECTED TRANSACTIONS

Continuing connected transactions

During the year ended 31 December 2014, the Group entered into
the following continuing connected transactions with its connected
“continuing connected
transactions” for the Company under the Listing Rules.

persons. The transactions constituted
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Lease agreements

On 30 December 2011, a lease agreement was entered into by
Zhejiang Jinyuan Flax Co., Ltd., an indirect wholly-owned subsidiary
of the Company (“Zhejiang Jinyuan”) with Zhejiang Kingdom
Creative Co., Ltd., a company which Mr. Ren Wei Ming has a
controlling equity interest (“Kingdom Creative”) pursuant to which
Zhejiang Jinyuan has leased a property located at Building 13 to
16, Henggang Xing Heng Road, Haiyan County, Zhejiang Province,
the PRC, from Kingdom Creative as one of the Group's office, for a
term commencing from 1 January 2012 to 31 December 2014 at an
annual rental of RMB200,000.

On 30 January 2014, a lease agreement was entered into by Zhejiang
Jinlainuo Fiber Co., Ltd., an indirect wholly-owned subsidiary of the
Company (“Zhejiang Jinlainuo”) with Kingdom Creative pursuant to
which Zhejiang Jinlainuo has leased a property located at Building
18 to 25, Henggang Xing Heng Road, Haiyan County, Zhejiang
Province, the PRC, from Kingdom Creative for its manufacturing
facilities, for a term of three years commencing from 1 January 2014
to 31 December 2016 at an annual rental of RMB300,000.

Rental and other terms for these lease arrangements were negotiated
between the parties on arm’s length basis with reference to the
then prevailing market rates. As each of the applicable percentage
ratios for such lease agreements in aggregate are less than 0.1%, the
transactions under these lease agreements are exempted from all
reporting, announcement and independent shareholders’ approval
requirements under Chapter 14A of the Listing Rules.

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

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

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

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

During the year ended 31 December 2014, the Group purchased
IT servers of RMB100,000 (2013: a warehouse rental fee of
RMB144,000) from Huaning Flax Electronic Business (Zhejiang) Co.,
Ltd. (“Huaning Flax”). Huaning Flax is an associate of the Group.
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Save as disclosed in note 36 to the financial statements, there was
no other transaction which needs to be disclosed as a connected
transaction in accordance with the requirements of the Listing Rules
during the year ended 31 December 2014.

BANK LOANS AND OTHER BORROWINGS
Particulars of bank loans and other borrowings of the Group as at 31
December 2014 are set out in note 30 to the financial statements.

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

The Company has not redeemed any of its listed shares during the
year ended 31 December 2014. Neither the Company nor any of its
subsidiaries has purchased or sold any of the Company’s listed shares
during the year ended 31 December 2014.

PRE-EMPTIVE RIGHTS

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

PENSION SCHEMES

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

SUFFICIENCY OF PUBLIC FLOAT
The Company has maintained a sufficient public float as required
under Listing Rules throughout the year ended 31 December 2014.

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

As at 31 December 2014, none of the Directors nor their respective
associates had interests in businesses which compete or are likely to
compete, either directly or indirectly, with the business of the Group
pursuant to the Listing Rules, except for Mr. Ren Wei Ming (“Mr.
Ren”), who holds directorships and/or interests respectively, either
directly and/or through Kingdom Investment (BVI) (a controlling
shareholder of the Company), in certain private companies (the
“Private Companies”).
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The Private Companies are engaged in the silk and/or silk products
manufacturing and/or trading industry (the “Excluded Business”),
which are fundamentally different from the products manufactured by
the Group.

Mr. Ren undertakes, subject to the exceptions mentioned in
the prospectus of the Company dated 30 November 2006 (the
“Prospectus”), that he will not, and will procure that his associates
will not (a) either on his own account or in conjunction with or
on behalf of any person, firm or company, directly or indirectly be
interested or involved or engaged in or acquire or hold an interest
(in each case whether as a shareholder, partner, agent, consultant,
employee or otherwise and whether for profit, reward or otherwise)
in any business which is or is about to be engaged in any business
which competes or is likely to compete directly or indirectly with
the Group'’s business, those other businesses of the Group as set out
in the Prospectus, in Hong Kong, the PRC and any other country or
jurisdiction to which the Group markets or sells its products and/or
in which any member of the Group carries on business mentioned
above from time to time (“Restricted Activity”), or (b) either on his
own account or in conjunction with or on behalf of any person, firm
or company, or as a principal, shareholder, partner, agent, consultant,
employee or otherwise and whether for profit, reward or otherwise,
directly or indirectly, solicit, interfere with or endeavour to entice
away from any member in the Group any person, firm, company
or organisation who to its or his knowledge is now or has been a
customer, supplier or employee of any member in the Group.

By reasons of the fact that the Excluded Business does not pose any
direct or indirect actual competition with the Group’s business and
that Mr. Ren has already given an undertaking as above referred
to, the Group is therefore capable of carrying on its business
independently of, and at arms’ length from, the Excluded Business as
described above.

Presently, Mr. Ren has no plans to inject the aforesaid Excluded
Business into the Group.

The Company has received from Kingdom Investment (BVI) and
Mr. Ren an annual confirmation that it/he has fully complied with
its/his obligations under the deed of non-competition in favour of
the Company dated 27 November 2006 during the year ended 31
December 2014.
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CORPORATE STRATEGY AND LONG TERM BUSINESS
MODEL

Kingdom is strive to be one of largest linen yarn manufacturers in
the world through commitment to sustainable development and
technical innovation, develop proprietary intellectual property rights,
branding of products and pursuing advanced management for lean
management and excellent performance to generate or preserve value
over longer term.

CORPORATE GOVERNANCE
The Group's principal corporate governance practices are set out on
pages 44 to 57.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from 14 May
2015 to 18 May 2015, both days inclusive, during which period no
transfer of shares will be effected. In order to determine who are
entitled to attend and vote at the forthcoming annual general meeting
of the Company, unregistered holders of shares of the Company shall
ensure that all transfer documents accompanied by the relevant share
certificates must be lodged with the Company’s Hong Kong branch
share registrar, Tricor Investor Services Limited at Level 22, Hopewell
Centre, 183 Queen’s Road East, Hong Kong for registration not later
than 4:30 p.m. on 13 May 2015.

The register of members of the Company will be closed from 11 June
2015 to 12 June 2015, both days inclusive, during which period no
transfer of shares will be effected. In order to determine who are
entitled to the proposed final dividend (subject to approval by the
shareholders at the Annual General Meeting), unregistered holders
of shares of the Company shall ensure that, all transfer documents
accompanied by the relevant share certificates must be lodged with
the Company’s Hong Kong branch share registrar, Tricor Investor
Services Limited at above address for registration not later than
4:30 p.m. on 10 June 2015. The proposed final dividend, subject to
shareholders” approval at the forthcoming annual general meeting,
will be paid to shareholders on or before 15 July 2015 whose names
appear on the register of members of the Company at the close of
business on 12 June 2015.
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AUDITORS B BREm
Ernst & Young will retire and a resolution for their re-appointment as  Z K & &R B 15 AT R EER BT RS FRT -
auditors of the Company will be proposed at the forthcoming annual M LR 2EE T K TAIEET AR R A%

general meeting. BRAMH R RS ©

On behalf of the Board REEZES

Ren Wei Ming TE

Chairman 1E#E

Haiyan County, PRC, 13 March 2015 FESE%Z —T—AF=A+=H
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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 deviations as disclosed below, the
Company has complied with the code provisions as set out in the
Corporate Governance Code (the “Code”) contained in Appendix 14
of the Listing Rules throughout the year ended 31 December 2014.

Code Provision A.2.1

Under Code Provision A.2.1 of the Code, the roles of the chairman
and chief executive officer should be separate and should not be
performed by the same individual. The Company does not have
any officer with the title of “chief executive officer”. Mr. Ren Wei
Ming, who acts as the chairman of the Company, is also responsible
for overseeing the general operations of the Group. The Board will
meet regularly to consider major matters affecting the operations
of the Company. The Board considers that this structure will not
impair the balance of power and authority between the Board and
the management of the Company and is conducive to strong and
consistent leadership, enabling the Company to operate efficiently.

Code Provision A.6.7

Under Code Provision A.6.7 of the Code, independent non-executive
directors and non-executive directors should attend general meetings
of the Company. Due to prior unforeseen urgent matters external
to the Company, Mr. Lo Kwong Shun Wilson, an independent non-
executive director of the Company, was unable to attend the annual
general meeting of the Company held on 19 May 2014.

Code Provision A.4.3

Mr. Lau Ying Kit will be serving as an independent non-executive
Director for nine years in November 2015. Pursuant to Code
Provision A.4.3 of the Code, (a) having served the Company for
more than nine years could be relevant to the determination of an
independent non-executive director’s independence and (b) if an
independent non-executive director has served more than nine years,
his further appointment should be subject to a separate resolution
to be approved by shareholders. Accordingly, the rotation and re-
election of Mr. Lau shall be approved by shareholders by way of
separate resolution at the forthcoming annual general meeting of the
Company.
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Mr. Lau has extensive experience in the accounting field. His
participations in the Board bring independent judgments on issues
relating to the Group’s accounts, internal controls, nominations of
directors, conflicts of interests and other management matters. The
Board considered the re-election of Mr. Lau as independent non-
executive Director can safeguard the interests of the Shareholders.
The Board has received from Mr. Lau a confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules, and noted
that Mr. Lau has not engaged in any executive management of the
Group. Taking into consideration of his independent scope of works
in the past years, the Directors consider Mr. Lau to be independent
under the Listing Rules despite the fact that he will be serving
the Company for more than nine years if he is re-elected at the
forthcoming annual general meeting.

MODEL CODE FOR DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) set out in Appendix
10 to the Listing Rules regarding securities transactions by Directors
on terms no less exacting than the required standard set out in the
Model Code. Having made specific enquiries with all Directors,
all the Directors have confirmed that they have complied with the
provisions of the Model Code and the Company’s code of conduct
regarding Directors’ securities transactions for the year ended 31
December 2014 and up to the date of the Company’s announcement
of annual results for the year ended 31 December 2014.

THE BOARD

The Board consists of eight Directors, three of whom are executive
Directors, two of whom are non-executive Directors and three of
whom are independent non-executive Directors. The functions and
duties conferred on the Board include: convening shareholders’
meetings and reporting on the work of the Board to the shareholders
at shareholders’ meetings as may be required by the applicable
laws, implementing resolutions passed at shareholders’ meetings,
determining the Company’s business plans and investment plans,
formulating the Company’s annual budget and final accounts,
formulating the Company’s proposals for dividend and bonus
distributions as well as exercising other powers, functions and duties
as conferred on it by the Articles and the applicable laws. The senior
management is delegated with the authority and responsibilities
by the Board for the day-to-day management and operations of the
Group.
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The Board meets regularly to review the financial and operating
performance of the Company, and considers and approves the overall
strategies and policies of the Company.

The composition of the Board and attendance of individual Directors
at meetings of the Board, Remuneration Committee, Audit Committee
and Nomination Committee during the Year under Review, was as

follows:

Directors =

Executive Directors BITES

Mr. Ren Wei Ming ERRLE
(Chairman of the Board) (EE2+E)

Mr. Shen Yueming LEBEA S A

Mr. Zhang Hong Wen RIS

Non-executive Directors FHTES

Mr. Ngan Kam Wai Albert BeEEE

Mr. Tse Mark Chau Shing Bl b

Independent non-executive Directors BYFHTES

Mr. Yang Donghui BRIELAE
(Chairman of the Remuneration Committee) (FWZEEL)E)

Mr. Lau Ying Kit BImBELE
(Chairman of the Audit Committee) (BEZZEELE)

Mr. Lo Kwong Shun Wilson BRELE
(Chairman of the Nomination Committee) (lBEZE2 L)
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The biographical details of the current Board members are set out
under the section headed “Directors and Senior Management” on
pages 24 to 27 of this annual report.

The list of Directors (by category) is also disclosed in all corporate
communications issued by the Company pursuant to the Listing Rules
from time to time. The independent non-executive Directors are
expressly identified in all corporate communications pursuant to the
Listing Rules.

During the year ended 31 December 2014, the Board at all times
met the requirements of the Listing Rules relating to the appointment
of at least three independent non-executive Directors with at least
one independent non-executive Director possessing appropriate
professional qualifications or accounting or related financial
management expertise, and the independent non-executive directors
represented over one-third of the Board.

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

All Board members have separate and independent access to the
Company’s senior management to fulfil their duties and, upon
reasonable request, to seek independent professional advice in
appropriate circumstances, at the Company’s expense. All Directors
also have access to the company secretary who is responsible for
ensuring that the Board procedures, and all applicable rules and
regulations, are followed. An agenda and accompanying Board/
committee papers are distributed to the Directors/Board committee
members with reasonable notice in advance of the meetings. Minutes
of Board meetings and meetings of Board committees, which records
in sufficient detail the matters considered by the Board and decisions
reached, including any concerns raised by Directors or dissenting
views expressed, are kept by the company secretary and are available
for inspection by the Directors.
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Pursuant to article 87 of the Articles, one-third of the Directors for
the time being (or, if their number is not a multiple of three, then the
number nearest to but not less than one-third) shall retire from office
by rotation at each annual general meeting of the Company provided
that every Director shall be subject to retirement at least once every
three years and being eligible for re-election. In accordance with
article 87 of the Articles, Mr. Ren Wei Ming, Mr. Ngan Kam Wai
Albert and Mr. Lau Ying Kit shall retire from office by rotation at the
forthcoming annual general meeting. The three retiring Directors,
being eligible, will offer themselves for re-election as Directors at the
forthcoming annual general meeting.

As Mr. Lau Ying Kit will be served as independent non-executive
Director for nine years in November 2015, pursuant to Code A.4.3
of the code provisions of the Code as set out in Appendix 14 of
the Rules Governing the Listing of the Stock Exchange (the “Listing
Rules”), his further appointment should be subject to a separate
resolution to be approved by shareholders. Details of the relevant
code provision and the re-election of Mr. Lau as independent non-
executive Director are set out on page 44 of this report.

DIRECTORS’ RESPONSIBILITY
The following statement, which sets out the responsibilities of the
Directors in relation to the financial statements, should be read
in conjunction with, but be distinguished from, the Independent
Auditors” Report on pages 60 to 61 which states the reporting
responsibilities of the Group’s auditors.

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

Accounting Policies

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

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

Safeguarding Assets

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

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

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

The Company does not have any officer with the title of “chief
executive officer”. Mr. Ren Wei Ming, who acts as the Chairman
of the Company, is also responsible for overseeing the general
operations of the Group. The Board will meet regularly to consider
major matters affecting the operations of the Company. The Board
considers that this structure will not impair the balance of power and
authority between the Board and the management of the Company
and is conducive to strong and consistent leadership, enabling the
Company to operate efficiently.

NON-EXECUTIVE DIRECTORS

Each of the non-executive Directors has entered into a service
agreement with the Company for an initial term of three years
commencing from 1 January 2013, whereas each of the independent
non-executive Directors has entered into a letter of appointment
with the Company and is appointed for an initial term of three years
commencing from 1 January 2013.
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DIRECTORS’ CONTINUOUS TRAINING AND
DEVELOPMENT

During the year ended 31 December 2014, the Directors are
provided with regular updates on the Company’s performance,
position and prospects to enable the Board as a whole and each
Director to discharge their duties. In addition, all Directors are
encouraged to participate in continuous professional development to
develop and refresh their knowledge and skills. The Company updates
the Directors on the latest development regarding the Listing Rules
and other applicable regulatory requirements from time to time, to
ensure compliance and enhance their awareness of good corporate
governance practices. The Company has arranged a director’s training
during the year. All Directors confirmed that they had attended
seminars or received various briefings covering the topics of directors’
responsibilities, corporate governance practices and disclosure
requirements under the Listing Rules and the SFO either organised
by the Company or outside the Company during the year ended 31
December 2014.

DIRECTORS’ AND OFFICERS’ LIABILITY INSURANCE
AND INDEMNITY

The Company has arranged liability insurance to indemnify its
Directors and officers in respect of legal actions against the Directors.
During the year ended 31 December 2014, no claim had been made
against the Directors and officers of the Company.

COMPANY SECRETARY

During the year ended 31 December 2014, Mr. Chan Yan Kwan Andy,
the Company Secretary during the Year attended relevant professional
training for not less than 15 hours.

REMUNERATION COMMITTEE

The Remuneration Committee considers and recommends to the
Board the remuneration and other benefits paid by the Company
to the Directors and senior management. The remuneration of all
Directors and senior management is subject to regular monitoring
by the Remuneration Committee to ensure that the levels of their
remuneration and compensation are appropriate. The Remuneration
Committee comprises one executive Director and two independent
non-executive Directors, namely Mr. Zhang Hong Wen, Mr. Yang
Donghui (chairman of the Remuneration Committee) and Mr. Lo
Kwong Shun Wilson.
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The Remuneration Committee shall meet at least once every year to
review the remuneration policy and structure and determination of
the annual remuneration packages of the executive Directors and
the senior executives and other related matters. The Remuneration
Committee shall make recommendations to the Board on the
Company’s policy and structure for all Directors’ and senior
management remuneration.

One meeting was held during the year ended 31 December
2014. At the meeting, the Remuneration Committee reviewed the
remuneration policies of the Directors and the senior management.

NOMINATION COMMITTEE

The Nomination Committee was established by the Board on 16
March 2012 with written terms of reference in compliance with the
Code with effect from 16 March 2012. The primary functions of the
Nomination Committee are to make recommendations to the Board
on the appointment or re-appointment of Directors and succession
planning for Directors, based on skills, knowledge and experience,
to complement the Company’s corporate strategy. The Nomination
Committee comprises one executive Director and two independent
non-executive Directors, namely Mr. Shen Yueming, Mr. Lau Ying
Kit and Mr. Lo Kwong Shun Wilson (chairman of the Nomination
Committee).

One meeting was held during the year ended 31 December 2014.
At the meeting, the Nomination Committee reviewed the structure,
size and composition of the Board and the Board diversity policy.
The Nomination Committee also determined the policy for the
nomination of Directors and the nomination procedures and the
process and criteria adopted by the Nomination Committee to select
and recommend candidates for directorship during the Year.
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Measurable objectives

Selection of candidates will be based on a range of diversity
perspectives, including but not limited to textile industry experience,
gender, age, cultural and educational background, ethnicity,
professional experience, skills, knowledge and length of service. The
ultimate decision will be based on merit and contribution that the
selected candidates will bring to the Board. The Board’s composition
(including textile industry experience, age, gender and holding of
office in textile association) are as follows:

Textile Industry

Name experience Age
e METEER FiR
Ren Wei Ming Yes 55
T#A ) 55
Shen Yueming Yes 53
e LG ) 53
Zhang Hong Wen Yes 48
R X ) 48
Ngan Kam Wai Albert Yes 65
BT E ) 65
Tse Mark Chau Shing No 62
it B s B 62
Yang Donghui Yes 69
15 R ) 69
Lau Ying Kit No 40
Bzt 3 40
Lo Kwong Shun Wilson No 41
BERE S 41

The Company’s measurable objectives of the Board diversity policy
are as follows:

1) At least half of the members of the Board should have textile
industry experience.

2) At least one Director should hold office/honorary title in the
textile association in order to ensure the Company to receive
first-hand information about the development and challenges
of the industry.

3) Gender is not the key consideration. It will be based on merit
and contribution that the selected candidates will bring to the
Board.
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AUDITORS’ REMUNERATION
During the year ended 31 December 2014, the remuneration paid to
the Company’s external auditors, Ernst & Young, is set out as follows:

RENRE

Services rendered

Audit services EZ R

The responsibilities of the external auditors with respect to the 2014
financial statements are set out in the section headed “Independent
Auditors” Report” on pages 60 to 61. Save as disclosed above and in
the section headed “Independent Auditors” Report”, the Company did
not engage Ernst & Young for any non-audit services during the Year.

AUDIT COMMITTEE

The Audit Committee was established in compliance with Rules 3.21
and 3.22 of the Listing Rules and with written terms of reference
in compliance with the Code. The primary duties of the Audit
Committee are to review and supervise the financial reporting process
and internal control systems of the Group and to provide advice and
comments to the Board.

The Audit Committee is responsible for determining the policy for
the corporate governance of the Company performing the corporate
governance duties as below:

J to develop and review the Group’s policies and practices on
corporate governance and make recommendations;

J to review and monitor the training and continuous professional
development of the directors and senior management;

J to review and monitor the Group’s policies and practices on
compliance with all legal and regulatory requirements (where
applicable);
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J to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
directors of the Group; and

J to review the Group’s compliance with the Code and
disclosure requirements in the Corporate Governance Report.

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

During the year ended 31 December 2014, the Audit Committee
held two meetings. At the meetings, the Audit Committee reviewed
the final results of 2013 and interim results of 2014 with the external
auditors and also the effectiveness of the Group’s internal control
functions. The Audit Committee also reviewed the Company’s
progress in implementing the corporate governance requirements as
set out in the Code.

The Directors are collectively responsible for preparing the
consolidated financial statements of the Group which have
been prepared on a going concern basis, and complies with the
requirements of the Listing Rules. There has been no disagreement
between the Directors and the Audit Committee regarding the
selection and appointment of the external auditors.

INTERNAL CONTROL

The Company has in place sound and effective internal controls to
safeguard shareholders’ investment and assets of the Company and its
subsidiaries. The Board is responsible for monitoring the effectiveness
of the Company’s internal control and risk management systems
on a regular basis so as to ensure that the internal control and risk
management systems in place are adequate.
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The Company has established written policies and procedures
applicable to all operating units to ensure the effectiveness of
internal controls. The Company also has a process for identifying,
evaluating, and managing the significant risks to the achievement
of its operational objective. This process is subject to continuous
improvement and was in place throughout 2014 and up to the
date of this report. The day-to-day operation is entrusted to the
individual department, which is accountable for its own conduct and
performance, and is required to strictly adhere to the policies set by
the Board. The Company carries out reviews on the effectiveness of
the internal control systems from time to time in order to ensure that
they are able to meet and deal with the dynamic and ever changing
business environment.

The Board has conducted a review and assessment of the
effectiveness of the Company’s internal control systems including
financial, operational and compliance controls and risk management
during the year ended 31 December 2014. The assessment was made
after discussions with the management of the Company, its internal
auditors, and its internal control adviser and a review performed
by the Audit Committee. The Board is of the view that the existing
internal control system is adequate and effective.

SHAREHOLDERS’ RIGHTS

(i) Procedures for shareholders to convene an
extraordinary general meeting (the “EGM”) (including
making proposals/moving a resolution at the EGM to be
called by the Board)

. Any one or more shareholders holding at the date of
deposit of the requisition not less than one-tenth of the
paid up capital of the Company carrying the right of
voting at general meetings of the Company (the “Eligible
Shareholder(s)”) shall at all times have the right, by
written requisition to the Board or the company secretary
of the Company (the “Company Secretary”), to require
an EGM to be called by the Board for the transaction
of any business specified in such requisition, including
putting forward proposals or moving a resolution at the
EGM.
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TXERBE

Eligible Shareholders who wish to require an EGM to be
called by the Board for the purpose of making proposals
or moving a resolution at the EGM must deposit a
written requisition (the “Requisition”) signed by the
Eligible Shareholder(s) concerned to the principal place
of business of the Company in Hong Kong at Level 54,
Hopewell Centre, 183 Queen’s Road East, Hong Kong,
for the attention of the Company Secretary.

The Requisition must state clearly the name of the
Eligible Shareholder(s) concerned, his/her/their
shareholding in the Company, the reason(s) to convene
an EGM, the agenda of the EGM including the details of
the business(es) proposed to be transacted at the EGM,
signed by the Eligible Shareholder(s) concerned.

The Company will check the Requisition and the identity
and the shareholding of the Eligible Shareholder will
be verified with the Company’s branch share registrar.
If the Requisition is found to be proper and in order,
the Company Secretary will ask the Board to convene
an EGM within 2 months and/or include the proposal
or the resolution proposed by the Eligible Shareholder
at the EGM after the deposit of the Requisition. On the
contrary, if the Requisition has been verified as not in
order, the Eligible Shareholder(s) concerned will be
advised of this outcome and accordingly, the Board will
not convene an EGM and/or include the proposal or the
resolution proposed by the Eligible Shareholder at the
EGM.

If within 21 days of the deposit of the Requisition, the
Board has not advised the Eligible Shareholders of any
outcome to the contrary and fails to proceed to convene
such EGM, the Eligible Shareholder(s) himself/herself/
themselves may do so in accordance with the Articles,
and all reasonable expenses incurred by the Eligible
Shareholder(s) concerned as a result of the failure of the
Board shall be reimbursed to the Eligible Shareholder(s)
concerned by the Company.
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(i) Procedures for sending enquiries to the board
Shareholders of the Company may send their enquiries and
concerns to the Board by addressing them to the principal
place of business of the Company in Hong Kong at Level 54,
Hopewell Centre, 183 Queen’s Road East, Hong Kong by post
or email to ir@kingdom-china.com for the attention of the
investors relation department of the Company.

INVESTOR RELATIONS

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

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

There is no change in the Articles during the year ended 31
December 2014.

DISCLAIMER

The contents of the section headed “Shareholders’ Rights” are for
reference and disclosure compliance purposes only. The information
does not represent and should not be regarded as legal or other
professional advice from the Company to the shareholders.
Shareholders should seek their own independent legal or other
professional advice as to their rights as shareholders of the Company.
The Company disclaims all liabilities and losses incurred by its
shareholders in reliance on any contents of this section headed
“Shareholders’ Rights”.
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Independent Auditors’ Report
B % BLED IS

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

We have audited the consolidated financial statements of Kingdom
Holdings Limited (the “Company”) and its subsidiaries (together,
the “Group”) set out on pages 62 to 168, which comprise the
consolidated and company statements of financial position as at 31
December 2014, and the consolidated statement of profit or loss, the
consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of
cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITORS’ RESPONSIBILITY

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

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

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

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

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as at
31 December 2014, and of the Group’s profit and cash flows for the
year then ended in accordance with International Financial Reporting
Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

Ernst & Young

Certified Public Accountants
22/F, CITIC Tower

1 Tim Mei Avenue

Central, Hong Kong

13 March 2015
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Consolidated Statement of Profit or Loss

BHEmER

Year ended 31 December 2014 B Z=F—PJF+=H=+—HIFFE

REVENUE

Cost of sales

Gross profit

Other income and gains

Selling and distribution expenses
Administrative expenses

Other expenses

Finance costs

Share of profits of an associate

PROFIT BEFORE TAX

Income tax expense
PROFIT FOR THE YEAR

Attributable to:
Owners of the parent

EARNINGS PER SHARE ATTRIBUTABLE
TO ORDINARY EQUITY HOLDERS
OF THE PARENT

Basic

Diluted

Details of the dividends payable and proposed for the year are

A
Fioh=JON
EH

H s NS e
HE R D HMA
TTHRFX

H RS

B RN

FE {5 — M Bge & Rt A

BR B AT % A
SR
FREF

FE1h
(SYNCIE 2SN

BAREBERES
BFEAEGERER

58

disclosed in note 12 to the financial statements.
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Note
Bt

19

10

11

13

13

2014 2013
—E-IOF —T=F
RMB’000 RMB’000
ARETR ARETIT
914,279 761,915
(669,278) (555,032)
245,001 206,883

14,309 32,056
(37,870) (32,617)
(48,168) (41,042)
(12,931) (14,587)
(10,751) (9,551)

36 99

149,626 141,241
(39,149) (40,803)

110,477 100,438
110,477 100,438

RMBA R#0.177T RMBA R #0.167T
RMBA K#0.177T RMBA R#0.167T

FARMNEBURBE FH BRI BHRRMFE125E -



Consolidated Statement of Comprehensive Income

PROFIT FOR THE YEAR

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 YEAR

Attributable to:
Owners of the parent

BOHEEWER

Year ended 31 December 2014 #EZ=F—pYF+=H=+—HIFFE

2014 2013
—Z2-mF —E=F
RMB’000 RMB’000
ARETT AREF T
FREF 110,477 100,438
BRAERBEENSEE
BRMEMmEmEmRES:
BONETFIREE N =58
(1,548) 210
FREEKZETE
108,929 100,648
FEAS
UNEIEZZ=DN 108,929 100,648

Kingdom Holdings Limited ©Z 2R &R 2 A
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Consolidated Statement

B OB B AR R &

As at 31 December 2014 R - ZE—p#E+ - H=+—H

NON-CURRENT ASSETS
Property, plant and equipment
Investment property

Prepaid land lease payments
Intangible asset

Investment in an associate
Prepayments for equipment
Deferred tax assets

Total non-current assets

CURRENT ASSETS
Inventories
Trade and notes receivables

Prepayments, deposits and other

receivables
Derivative financial instruments
Pledged deposits
Cash and cash equivalents

Total current assets

CURRENT LIABILITIES
Trade and notes payables
Other payables and accruals

Interest-bearing bank borrowings

Tax payable
Dividend payable
Amount due to an associate

Total current liabilities
NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT
LIABILITIES
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of Financial Position

31 December

31 December

2014 2013

—E-NE —F—=
+=H=+-—H +=-—A=+—H
Note RMB’000 RMB’000
it AR®T T ARBTT
14 536,118 455,091
15 3,580 3,754
16 53,392 54,654
17 9,606 10,212
19 5,919 5,883
10,160 40,125
20 7,596 5,920
626,371 575,639
21 297,104 264,344
22 232,922 162,753
23 45,043 33,916
26 2,244 7,819
27 69,186 68,625
27 217,185 201,698
863,684 739,155
28 151,200 115,902
29 57,592 37,402
30 230,875 188,548
24,352 25,690
4 167
24 100 -
464,123 367,709
399,561 371,446
1,025,932 947,085




Consolidated Statement of Financial Position

TOTAL ASSETS LESS CURRENT
LIABILITIES

NON-CURRENT LIABILITIES
Deferred tax liabilities
Interest-bearing bank borrowings

Total non-current liabilities
Net assets

EQUITY
Equity attributable to owners of the
parent

Issued capital
Reserves
Proposed final dividend

Total equity

Ren Wei Ming
49

Director

EF

B OB B AR R &

As at 31 December 2014 R - ZE—p#E+—-H=+—H

31 December 31 December
2014 2013
—E-E —E—=F
+=ZA=+—8 +=—A=+—8
Note RMB’000 RMB’000
Bzt ARET T ARETIT
EEABERABAE
1,025,932 947,085
FRBEE
RERIEAE 20 14,270 7,110
FFRIRITIEE 30 50,000 50,000
ERBBERE 64,270 57,110
EEFE 961,662 889,975
s
SAEHER ARMLER
BEITRA 317 6,345 6,345
e 33 917,947 846,388
BERERE 12 37,370 37,242
TS AARE 961,662 889,975

Shen Yueming
i)
Director

EF
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Consolidated Statement of Changes in Equity
EOHEREHR

Year ended 31 December 2014 B Z=F—PJF+=H=+—HIFFE

At 1T January 2013
Profit for the year
Exchange differences on translation of

foreign operations

Total comprehensive income for the year
Issue of share capital

Final 2012 dividend declared

Proposed final 2013 dividend

Transfer from retained profits
Equity-settled share option arrangement

At31 December 2013 and 1 January 2014

Profit for the year
Exchange differences on translation of
foreign operations

Total comprehensive income for the year
Final 2013 dividend declared
Proposed final 2014 dividend

Transfer from retained profits

At 31 December 2014

*

W-E-Z%-F-8
FRET
ENEBRENELZE

FN2EYRLE
BRE
BER-E-—EX8RE
BE_T-CERERS
EHAREET
IEREERRRT
RZZ-=4+-A=t+-A
kZZ-mE-f—-H

A
BNEBRENERZR

ERZENELE
EER-E-ZEREHRS
BE-F-DERBRS
BlaREEN

RZE-mF+=A=1-H

Attributable to owners of the parent

BARERARE
Share Proposed
Issued Share Merger  Statutory option  Exchange final  Retained
capital  premium reserve reserve reserve reserve  dividend profits Total
ot ]
BRARE  RGEE AHRE AERE BRERE BN KERE  REER @t
RMB000  RMB'000  RMB'000  RMB'000 ~ RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETR ARETR ARETRL ARETR ARETR ARETR ARETRL ARETRT ARETR
(note 31)  (note 33) ~ (note33)  (note 33) (note 33)
(fagsr)  (Wass)  (Ess)  (Es3) (Hit33)
6,301 270,181* 196,816 71,258* 1,285 (1,731 35,537 243232* 822,879
- - - - - - - 100,438 100,438
- - - - - 210 - - 210
- - - - - 210 - 100,438 100,648
44 3,226 - - (1,542) - - - 1,728
- - - - - - (35,537) - (35,537)
- - - - - - 37,242 (37,242) -
- - - 8,669 - - - (8,669) -
- - - - 257 - - - 257
6,345 273,407* 196,816 79,927% = (1,521)% 37,242 297,759* 889,975
- - - - - - - 110,477 110,477
- - - - - (1,548) - - (1,548)
- - - - - (1,548) - 110,477 108,929
- - - - - - B4 - 374
- - - - - - 37,370 (37,370) -
- - - 10,455 - - - (10,455) -
6345 273407¢ 196,816+ 90,382 - (3,069F 37370 360411% 961,662

These reserve accounts comprise the consolidated reserves of

RMB917,947,000 (2013: RMB846,388,000) in the consolidated

statement of financial position.
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Consolidated Statement of Cash Flows

EHBEETRER

Year ended 31 December 2014 #EZ=F—pYF+=H=+—HIFFE

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax

Adjustments for:

Share of profits and losses of an associate

Fair value gains on derivative instruments —
transactions not qualifying as hedges

Equity-settled share option expense

Depreciation

Amortisation of prepaid land lease payments

Amortisation of an intangible asset

(Reversal of)/provision for impairment of
inventories

Loss/(gain) on disposal of items of property,
plant and equipment

Reversal of provision for impairment of
trade receivables

Finance costs

Bank interest income

Increase in inventories

(Increase)/decrease in trade and notes
receivables

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

Decrease in derivative financial instruments

Increase in trade and notes payables

Increase/(decrease) in other payables and
accruals

Increase/(decrease) in an amount due to an
associate

Cash generated from operations

Interest received
Income tax paid

Net cash flows from operating activities

REZHNRENE
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RITHBUA

s
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HEMAFARERE N
#n Cd)
FEA — Rl B 2 A A FR0R
g, Ofd)
RERPHELENR S

BIFE
B AEH

RERHNRENEFE

2014 2013
—F-mF —F—=

RMB’000 RMB’000
AR®WTR ARBFT
149,626 141,241
(36) 99)
(2,244) (7,819)

- 257

57,003 50,681
1,327 1,392
606 606
(1,332) 863
941 (496)
(229) (134)
10,751 9,551
(946) (1,437)
215,467 194,606
(31,428) (24,637)
(69,940) 55,458
(11,192) 10,010
7,819 68
35,298 72,716
20,190 (6,104)
100 (55)
166,314 302,062
946 1,437
(35,003) (29,478)
132,257 274,021
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Consolidated Statement of Cash Flows

EHBEETRER

Year ended 31 December 2014 B Z=ZF—pF+=H=+—HIFFEF

CASH FLOWS FROM INVESTING ACTIVITIES

Purchases of items of property,

plant and equipment
Prepayments for equipment
Purchase of an investment property
Proceeds from disposal of items of

property, plant and equipment
Proceeds from pledged deposits
New pledged deposits

Net cash flows used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issue of shares
New bank loans

Repayment of bank loans
Interest paid

Dividends paid

Net cash flows used in financing activities

NET INCREASE IN CASH AND CASH
EQUIVALENTS

Cash and cash equivalents at beginning of year

Effect of foreign exchange rate changes, net

CASH AND CASH EQUIVALENTS
AT END OF YEAR

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

Cash and cash equivalents as stated in the
statement of financial position
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2014 2013
—E-IF —F=
RMB’000 RMB’000
AR¥T T ARETT
(99,692) (139,489)
(10,160) (40,125)
- (3,855)
5,060 2,454
68,625 35,900
(69,186) (68,625)
(105,353) (213,740)
- 1,728
293,856 259,085
(251,529) (236,221)
(14,794) (11,653)
(37,405) (35,370)
9,872) (22,431)
17,032 37,850
201,698 163,643
(1,545) 205
217,185 201,698
217,185 201,698
217,185 201,698




NON-CURRENT ASSETS

Investments in subsidiaries

Total non-current assets

CURRENT ASSETS

Amounts due from subsidiaries

Cash and cash equivalents

Total current assets

CURRENT LIABILITIES

Other payables
Dividend payables

Amount due to subsidiaries

Total current liabilities

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT

LIABILITIES

Net assets

EQUITY
Issued capital
Reserves

Proposed final dividend

Total equity

Ren Wei Ming
4R

Director

EF

Statement of Financial Position
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As at 31 December 2014 R - ZE—p#E+—-H=+—H

31 December 31 December

2014 2013

=F-mF —F-=
t=A=t-8 +tZA=+—H
Notes RMB’000 RMB’000
Ayt AR®TR  AREBTR
18 372,791 372,791
372,791 372,791
25 284,532 283,450
27 619 2,467
285,151 285,917
29 199 482
4 167
25 4,971 4,967
5,174 5,616
279,977 280,301
652,768 653,092
652,768 653,092
31 6,345 6,345
33 609,053 609,505
12 37,370 37,242
652,768 653,092

Shen Yueming
Tt BB A
Director

EF
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Notes to Consolidated Financial Statements

OB HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

2.1

CORPORATE INFORMATION

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

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

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

BASIS OF PREPARATION

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

2.1 BASIS OF PREPARATION (continued)

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December
2014. The financial statements of the subsidiaries are prepared
for the same reporting period as the Company, using consistent
accounting policies. The results of subsidiaries are consolidated
from the date on which the Group obtains control, and
continue to be consolidated until the date that such control
ceases.

All intra-group assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of the
Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee
if facts and circumstances indicate that there are changes to
one or more of the three elements of control described in
the accounting policy for subsidiaries below. A change in the
ownership interest of a subsidiary, without a loss of control, is
accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i)
the assets (including goodwill) and liabilities of the subsidiary,
(ii) the carrying amount of any non-controlling interest and
(i) the cumulative translation differences recorded in equity;
and recognises (i) the fair value of the consideration received,
(i) the fair value of any investment retained and (iii) any
resulting surplus or deficit in profit or loss. The Group’s share
of components previously recognised in other comprehensive
income is reclassified to profit or loss or retained profits, as
appropriate, on the same basis as would be required if the
Group had directly disposed of the related assets or liabilities.
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Notes to Consolidated Financial Statements
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As at 31 December 2014 R - ZE—p#E+ - H=+—H

2.2 CHANGES IN ACCOUNTING POLICIES AND 22 BHRRBEENEE

DISCLOSURES
The Group has adopted the following revised standards and AREE D A AFE IS R B IRRA T

THER R FrR] B

new interpretation for the first time for the current year’s e

financial statements.

Amendments to IFRS 10, Investment Entities (BB B T 3R 42 A REZRE
IFRS 12 and F10% - CEIBRM B S
IAS 27 (2011) R F12% & (EIR
HERI) F275%
(Z2——F)NEITR
Amendments to IAS 32 Offsetting Financial Assets and (BpR e ERl) E325%H HHLHEER
Financial Liabilities & §T$ THEE
Amendments to 1AS 39 Novation of Derivatives and (EFR 2Rt ER]) $395%8 TLETAEER
Continuation of Hedge BETA Epial- )
Accounting EE
IFRIC-Int 21 Levies ARpBRERERESe - #F
ﬁ%ﬁ%zwi
Amendment to IFRS 2 Detfinition of Vesting Condition’ (Gl p g3 BB IFITHE
included in Annual F2RMEETAN FIR
Improvements 2010-2012 FENE _F—FFE
Cycle —E——FHY
Amendment to IFRS 3 Accounting for Contingent (BRI B wEER) EEE AN
included in Annual Consideration in a Business FEIWAETA FIR BB Z
Improvements 2010-2012  Combination’ FRUE _F—FFFE
Cycle —E——FHY
Amendment to IFRS 13 Short-term Receivables and (B B 75 o 5 22 A ) FHIEWA R,
included in Annual Payables FFEEFT R FIR JEN R
Improvements 2010-2012 FRENE_F-FFESE
Cycle —E_FHY
Amendment to IFRS 1 Meaning of Effective IFRSs (BIRR Bt 75 5 22 2D B (IR %
included in Annual AL AN CHRNETNS HEER) 7Y
Improvements 2011-2013 FREUE_F——FF PiE4
Cycle ZE—ZFHY
! Effective from 1 July 2014 ! 8 -F—mFE+ A —AEEN
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Notes to Consolidated Financial Statements

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)
Except for the amendment to IFRS 1 which is only relevant to
an entity’s first IFRS financial statements, the nature and the
impact of each amendment and interpretation is described
below:

(@ Amendments to IFRS 10 include a definition of an
investment entity and provide an exception to the
consolidation requirement for entities that meet the
definition of an investment entity. Investment entities are
required to account for subsidiaries at fair value through
profit or loss rather than consolidate them. Consequential
amendments were made to IFRS 12 and IAS 27 (2011).
The amendments to IFRS 12 also set out the disclosure
requirements for investment entities. The amendments
have had no impact on the Group as the Company does
not qualify as an investment entity as defined in IFRS 10.

(b) The IAS 32 Amendments clarify the meaning of
“currently has a legally enforceable right to set off” for
offsetting financial assets and financial liabilities. The
amendments also clarify the application of the offsetting
criteria in IAS 32 to settlement systems (such as central
clearing house systems) which apply gross settlement
mechanisms that are not simultaneous. The amendments
have had no impact on the Group as the Group does not
have any offsetting arrangement.
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As at 31 December 2014 R - ZE—p#E+—-H=+—H

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

Except for the amendment to IFRS 1 which is only relevant to

an entity’s first IFRS financial statements, the nature and the

impact of each amendment and interpretation is described

below: (continued)

(c)

The IAS 39 Amendments provide an exception to the
requirement of discontinuing hedge accounting in
situations where over-the-counter derivatives designated
in hedging relationships are directly or indirectly,
novated to a central counterparty as a consequence
of laws or regulations, or the introduction of laws or
regulations. For continuance of hedge accounting under
this exception, all of the following criteria must be met:
(i) the novations must arise as a consequence of laws or
regulations, or the introduction of laws or regulations;
(ii) the parties to the hedging instrument agree that one
or more clearing counterparties replace their original
counterparty to become the new counterparty to each
of the parties; and (iii) the novations do not result in
changes to the terms of the original derivative other
than changes directly attributable to the change in
counterparty to achieve clearing. The amendments
have had no impact on the Group as the Group has not
novated any derivatives during the current and prior
years.

IFRIC-Int 21 clarifies that an entity recognises a liability
for a levy when the activity that triggers payment,
as identified by the relevant legislation, occurs. The
interpretation also clarifies that a levy liability is accrued
progressively only if the activity that triggers payment
occurs over a period of time, in accordance with the
relevant legislation. For a levy that is triggered upon
reaching a minimum threshold, the interpretation
clarifies that no liability should be recognised before
the specified minimum threshold is reached. The
interpretation has had no impact on the Group as the
Group applied, in prior years, the recognition principles
under IAS 37 Provisions, Contingent Liabilities and
Contingent Assets which for the levies incurred by the
Group are consistent with the requirements of IFRIC-Int
21.
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Notes to Consolidated Financial Statements

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

Except for the amendment to IFRS 1 which is only relevant to

an entity’s first IFRS financial statements, the nature and the

impact of each amendment and interpretation is described

below: (continued)

(e)

The IFRS 2 Amendment clarifies various issues relating
to the definitions of performance and service conditions
which are vesting conditions, including (i) a performance
condition must contain a service condition; (ii) a
performance target must be met while the counterparty
is rendering service; (iii) a performance target may relate
to the operations or activities of an entity, or to those
of another entity in the same group; (iv) a performance
condition may be a market or non-market condition; and
(v) if the counterparty, regardless of the reason, ceases
to provide service during the vesting period, the service
condition is not satisfied. The amendment has had no
impact on the Group.

The IFRS 3 Amendment clarifies that contingent
consideration arrangements arising from a business
combination that are not classified as equity should be
subsequently measured at fair value through profit or loss
whether or not they fall within the scope of IFRS 9 or IAS
39. The amendment has had no impact on the Group.

The IFRS 13 Amendment clarifies that short-term
receivables and payables with no stated interest rates
can be measured at invoice amounts when the effect of
discounting is immaterial. The amendment has had no
impact on the Group.
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Notes to Consolidated Financial Statements

OB HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

2.3 NEW AND REVISED IFRSS AND NEW
DISCLOSURE REQUIREMENTS UNDER THE
HONG KONG COMPANIES ORDINANCE NOT
YET ADOPTED
The Group has not applied the following new and revised
IFRSs, that have been issued but are not yet effective, in these
financial statements.
IFRS 9 Financial Instruments*

Sale or Contribution of Assets

between an Investor and its
Associate or Joint Venture?

Amendments to IFRS 10
and IAS 28 (2011)

Amendments to IFRS 11 Accounting for Acquisitions of
Interests in Joint Operations®

IFRS 14 Regulatory Deferral Accounts’

Revenue from Contracts with
Customers’

Clarification of Acceptable
Methods of Depreciation and
Amortisation*

Agriculture: Bearer Plants’

IFRS 15

Amendments to IAS 16
and IAS 38

Amendments to IAS 16
and IAS 41

Amendments to IAS 19 Defined Benefit Plans: Employee
Contributions’

Equity Method in Separate
Financial Statements’

Amendments to a number of
IFRSs’

Amendments to IAS 27
(2011)

Annual Improvements
2010-2012 Cycle

Amendments to a number of
IFRSs’

Annual Improvements
2011-2013 Cycle

Amendments to a number of
IFRSs?

Annual Improvements
2012-2014 Cycle

! Effective for annual periods beginning on or after 1 July 2014

? Effective for annual periods beginning on or after 1 January
2016

’ Effective for annual periods beginning on or after 1 January
2017

4 Effective for annual periods beginning on or after 1 January
2018

’ Effective for an entity that first adopts IFRSs for its annual

financial statements beginning on or after 1 January 2016 and
therefore is not applicable to the Group
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Notes to Consolidated Financial Statements

NEW AND REVISED IFRSS AND NEW
DISCLOSURE REQUIREMENTS UNDER THE
HONG KONG COMPANIES ORDINANCE NOT
YET ADOPTED (continued)

In addition, the Hong Kong Companies Ordinance (Cap.
622) will affect the presentation and disclosure of certain
information in the consolidated financial statements for the
year ending 31 December 2015. The Group is in the process of
making an assessment of the impact of these changes.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Subsidiaries

A subsidiary is an entity (including a structured entity), directly
or indirectly, controlled by the Company. Control is achieved
when the Group is exposed, or has rights, to variable returns
from its involvement with the investee and has the ability to
affect those returns through its power over the investee (i.e.,
existing rights that give the Group the current ability to direct
the relevant activities of the investee).

When the Company has, directly or indirectly, less than a
majority of the voting or similar rights of an investee, the Group
considers all relevant facts and circumstances in assessing
whether it has power over an investee, including:

(@  the contractual arrangement with the other vote holders
of the investee;

(b)  rights arising from other contractual arrangements; and
(c)  the Group's voting rights and potential voting rights.

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

Investments in associates

An associate is an entity in which the Group has a long term
interest of generally not less than 20% of the equity voting
rights and over which it is in a position to exercise significant
influence. Significant influence is the power to participate in
the financial and operating policy decisions of the investee, but
is not control or joint control over those policies.
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As at 31 December 2014 R - ZE—p#E+—-H=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESHBEEME @

POLICIES (continued)

Investments in associates (continued)

The Group’s investments in associates are stated in the
consolidated statement of financial position at the Group’s
share of net assets under the equity method of accounting, less
any impairment losses. Adjustments are made to bring into line
any dissimilar accounting policies that may exist.

The Group’s share of the post-acquisition results and other
comprehensive income of associates is included in the
consolidated statement of profit or loss and consolidated other
comprehensive income, respectively. In addition, when there
has been a change recognised directly in the equity of the
associate, the Group recognises its share of any changes, when
applicable, in the consolidated statement of changes in equity.
Unrealised gains and losses resulting from transactions between
the Group and its associates are eliminated to the extent of the
Group's investments in the associates, except where unrealised
losses provide evidence of an impairment of the assets
transferred. Goodwill arising from the acquisition of associates
is included as part of the Group's investments in associates.

If an investment in an associate becomes an investment
in a joint venture or vice versa, the retained interest is not
remeasured. Instead, the investment continues to be accounted
for under the equity method. In all other cases, upon loss of
significant influence over the associate or joint control over the
joint venture, the Group measures and recognises any retained
investment at its fair value. Any difference between the carrying
amount of the associate or joint venture upon loss of significant
influence or joint control and the fair value of the retained
investment and proceeds from disposal is recognised in profit
or loss.
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Notes to Consolidated Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Investments in associates (continued)

The results of associates are included in the Company’s
statement of profit or loss to the extent of dividends received
and receivable. The Company’s investments in associates are
treated as non-current assets and are stated at cost less any
impairment losses.

When an investment in an associate is classified as held for
sale, it is accounted for in accordance with IFRS 5.

Fair value measurement

The Group measures its derivative financial instruments at fair
value at the end of each reporting period. Fair value is the price
that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants
at the measurement date. The fair value measurement is based
on the presumption that the transaction to sell the asset or
transfer the liability takes place either in the principal market
for the asset or liability, or in the absence of a principal market,
in the most advantageous market for the asset or liability. The
principal or the most advantageous market must be accessible
by the Group. The fair value of an asset or a liability is
measured using the assumptions that market participants would
use when pricing the asset or liability, assuming that market
participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into
account a market participant’s ability to generate economic
benefits by using the asset in its highest and best use or by
selling it to another market participant that would use the asset
in its highest and best use.

The Group uses valuation techniques that are appropriate in
the circumstances and for which sufficient data are available to
measure fair value, maximising the use of relevant observable
inputs and minimising the use of unobservable inputs.

24

OB HRMEE

As at 31 December 2014 R - ZE—p#E+—-H=+—H

FESHBERE @

REENTHNRE @

BN BB A B W R B IR B AR AT A
RABIEFEAN - AR REEZE QAR HRE
EAIERENE ERIE » I AR R E B 18
HIBR o

BRRFFLER Al

ERBEARNERED
FER) B5/ARK-

RiE (BIFR B

DMREEFE
AEERSEFREARZRABETERD
LT A -FABRREE NHiEME2HE
HEZHENGERMETNAERFR ST Bk
EEEMEDSBZRREMMNNER -2
REBEEFEDNENMRRHEEELBEEE
MR HNEEXBBENEEZMSXH (EXA
IEMENBERAT) REEXABENRAN
MZHET T BXREAMNTHARAKER]
SENTIS - EEXREBENAABEIMER
miE2EE SEEREBEEMANMKES
B (REMS2EERRENRELEN R

1T%) °

FEeRMEENRAAEEFEFEMSE2EE
A E R EEFR RS M EMA I
ZEEETA BAREAZEESRIRS
REERANT 52 RE R ELLENDH

o
ge /J °

AEEFERERRTRABLEABHRD BUE
STEAREENGERT AEREFIFHEEHE
ARG ABREERDERATABRERA
B

Kingdom Holdings Limited £ Z#KRER A 7




2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Fair value measurement (continued)

All assets and liabilities for which fair value is measured or
disclosed in the financial statements are categorised within the
fair value hierarchy, described as follows, based on the lowest
level input that is significant to the fair value measurement as a

whole:

Level 1 - based on quoted prices (unadjusted) in active
markets for identical assets or liabilities

Level 2 —  based on valuation techniques for which the
lowest level input that is significant to the
fair value measurement is observable, either
directly or indirectly

Level 3 —  based on valuation techniques for which the

lowest level input that is significant to the fair
value measurement is unobservable

For assets and liabilities that are recognised in the financial
statements on a recurring basis, the Group determines whether
transfers have occurred between levels in the hierarchy by
reassessing categorisation (based on the lowest level input that
is significant to the fair value measurement as a whole) at the
end of each reporting period.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories, deferred tax assets and financial assets), the asset’s
recoverable amount is estimated. An asset’s recoverable
amount is the higher of the asset’s or cash-generating unit’s
value in use and its fair value less costs of disposal, and is
determined for an individual asset, unless the asset does
not generate cash inflows that are largely independent of
those from other assets or groups of assets, in which case the
recoverable amount is determined for the cash-generating unit
to which the asset belongs.
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Notes to Consolidated Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Impairment of non-financial assets (continued)

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

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

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

or

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

(i) the entity and the Group are members of the same
group;

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

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

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

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

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

(vii) a person identified in (a)(i) has significant
influence over the entity or is a member of the key
management personnel of the entity (or of a parent
of the entity).
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Notes to Consolidated Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Property, plant and equipment and depreciation
Property, plant and equipment, other than construction in
progress, are stated at cost less accumulated depreciation and
any impairment losses. When an item of property, plant and
equipment is classified as held for sale or when it is part of a
disposal group classified as held for sale, it is not depreciated
and is accounted for in accordance with IFRS 5. The cost of an
item of property, plant and equipment comprises its purchase
price and any directly attributable costs of bringing the asset to
its working condition and location for its intended use.

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

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

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

Leasehold improvements Over the lease terms
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESHBEEME @

POLICIES (continued)

Property, plant and equipment and depreciation
(continued)

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

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

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

Investment property

Investment property is interests in buildings held to earn
rental income and/or for capital appreciation, rather than for
use in the production or supply of goods or services or for
administrative purposes; or for sale in the ordinary course of
business.

The Group’s investment property is accounted for using
the cost model. The initial recognition and subsequent
measurement of land and buildings that are leased out are
accounted for using the same measurement and depreciation
methods as those of plant and buildings.
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Notes to Consolidated Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Intangible assets

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

Research and development costs
All research costs are charged to the statement of profit or loss
as incurred.

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

Deferred development costs are stated at cost less any
impairment losses and are amortised using the straight-line
basis over the commercial lives of the underlying products not
exceeding five to seven years, commencing from the date when
the products are put into commercial production.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Leases

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

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

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

Prepaid land lease payments under operating leases are initially
stated at cost and subsequently recognised on the straight-line
basis over the lease terms.
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Notes to Consolidated Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Investments and other financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as financial
assets at fair value through profit or loss, loans and receivables
and available-for-sale financial investments, or as derivatives
designated as hedging instruments in an effective hedge, as
appropriate. When financial assets are recognised initially,
they are measured at fair value plus transaction costs that are
attributable to the acquisition of the financial assets, except in
the case of financial assets recorded at fair value through profit
or loss.

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

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

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include
financial assets held for trading and financial assets designated
upon initial recognition as at fair value through profit or loss.
Financial assets are classified as held for trading if they are
acquired for the purpose of sale in the near term. Derivatives,
including separated embedded derivatives, are also classified as
held for trading unless they are designated as effective hedging
instruments as defined by IAS 39.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESHBEEME @

POLICIES (continued)

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

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

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

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

Loans and receivables

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

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is primarily
derecognised (i.e., removed from the Group’s consolidated
statement of financial position) when:

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

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

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

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

POLICIES (continued)

Impairment of financial assets

The Group assesses at the end of each reporting period whether
there is objective evidence that a financial asset or a group
of financial assets is impaired. An impairment exists if one
or more events that occurred after the initial recognition of
the asset have an impact on the estimated future cash flows
of the financial asset or the group of financial assets that can
be reliably estimated. Evidence of impairment may include
indications that a debtor or a group of debtors is experiencing
significant financial difficulty, default or delinquency in interest
or principal payments, the probability that they will enter
bankruptcy or other financial reorganisation and observable
data indicating that there is a measurable decrease in the
estimated future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.

Financial assets carried at amortised cost

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

The amount of any impairment loss identified is measured as
the difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding future
credit losses that have not been incurred). The present value of
the estimated future cash flows is discounted at the financial
asset’s original effective interest rate (i.e., the effective interest
rate computed at initial recognition).
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Notes to Consolidated Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Impairment of financial assets (continued)

Financial assets carried at amortised cost (continued)

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

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

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as
financial liabilities at fair value through profit or loss, loans and
borrowings, or as derivatives designated as hedging instruments
in an effective hedge, as appropriate.

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

The Group's financial liabilities include interest-bearing bank
loans, trade and notes payables, an amount due to an associate,
other payables and dividend payable.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESHBEME @

POLICIES (continued)

Financial liabilities (continued)

Subsequent measurement

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

Loans and borrowings

After initial recognition, interest-bearing bank loans are
subsequently measured at amortised cost, using the effective
interest rate method unless the effect of discounting would be
immaterial, in which case they are stated at cost. Gains and
losses are recognised in the statement of profit or loss when
the liabilities are derecognised as well as through the effective
interest rate amortisation process.

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that
are an integral part of the effective interest rate. The effective
interest rate amortisation is included in finance costs in the
statement of profit or loss.

Derecognition of financial liabilities
A financial liability is derecognised when the obligation under
the liability is discharged or cancelled, or expires.

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

Offsetting of financial instruments

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

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Derivative financial instruments

Initial recognition and subsequent measurement

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

Any gains or losses arising from changes in fair value of
derivatives are taken directly to the statement of profit or
loss, except for the effective portion of cash flow hedges,
which is recognised in other comprehensive income and later
reclassified to profit or loss when the hedged item affects profit
or loss.

Inventories

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

Cash and cash equivalents

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

For the purpose of the statement of financial position, cash
and cash equivalents comprise cash on hand and at banks,
including term deposits, and assets similar in nature to cash,
which are not restricted as to use.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESHBEEME @

POLICIES (continued)

Income tax

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

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

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

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

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

J in respect of taxable temporary differences associated
with investments in subsidiaries and an associate, when
the timing of the reversal of the temporary differences
can be controlled and it is probable that the temporary
differences will not reverse in the foreseeable future.
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Notes to Consolidated Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Income tax (continued)

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

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

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

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

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

POLICIES (continued)

Income tax (continued)

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

Government grants

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

Where the grant relates to an asset, the fair value is credited to
a deferred income account and is released to the statement of
profit or loss over the expected useful life of the relevant asset
by equal annual instalments or deducted from the carrying
amount of the asset and released to the statement of profit or
loss by way of a reduced depreciation charge.

Revenue recognition

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

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

(b)  rental income, on a time proportion basis over the lease
terms; and

(c) interest income, on an accrual basis using the effective
interest method by applying the rate that discounts the
estimated future cash receipts over the expected life of
the financial instrument to the net carrying amount of the
financial asset.
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Notes to Consolidated Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Share-based payments

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

The cost of equity-settled transactions with employees is
measured by reference to the fair value at the date at which
they are granted. The fair value is determined by an external
valuer using a binomial tree model, further details of which are
given in note 32 to the financial statements.

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

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

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

POLICIES (continued)

Share-based payments (continued)

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

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

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

Retirement benefits

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

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Borrowing costs

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

Dividends

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

Foreign currencies

These financial statements are presented in RMB, which is
the Company’s functional and presentation currency. Each
entity in the Group determines its own functional currency
and items included in the financial statements of each entity
are measured using that functional currency. Foreign currency
transactions recorded by the entities in the Group are initially
recorded using their respective functional currency rates
prevailing at the dates of the transactions. Monetary assets and
liabilities denominated in foreign currencies are retranslated
at the functional currency rates of exchange ruling at the end
of the reporting period. Differences arising on settlement or
translation of monetary items are recognised in the statement of
profit or loss.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Foreign currencies (continued)

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

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

The resulting exchange differences are recognised in other
comprehensive income and accumulated in the exchange
fluctuation reserve. On disposal of a foreign operation, the
component of other comprehensive income relating to that
particular foreign operation is recognised in the statement of
profit or loss.
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Notes to Consolidated Financial Statements

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES

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

Judgements

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

Estimation uncertainty

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

(@  Impairment of non-financial assets (other than goodwill)
The Group assesses whether there are any indicators
of impairment for all non-financial assets at the end of
each reporting period. Non-financial assets are tested for
impairment when there are indicators that the carrying
amounts may not be recoverable. An impairment
exists when the carrying value of an asset or a cash-
generating unit exceeds its recoverable amount, which
is the higher of its fair value less costs of disposal and its
value in use. The calculation of the fair value less costs
of disposal is based on available data from binding sales
transactions in an arm'’s length transaction of similar
assets or observable market prices less incremental costs
for disposing of the asset. When value in use calculations
are undertaken, management must estimate the expected
future cash flows from the asset or cash-generating unit
and choose a suitable discount rate in order to calculate
the present value of those cash flows.

SO B HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H
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BUBEMRORNAFHERHEER
SABHBE A AT B RIS ERR L
EEEMRIERAGE - Rt ERA
EBER BEEAGABHZAREE
SRTELBEUNRRBESRE I
EEREABTREAEZFTHIREN
BiE-

Kingdom Holdings Limited £Z#KRER A 7




102
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O B HRMEE

As at 31 December 2014 R - ZE—p#E+—-H=+—H

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

(b)

Deferred tax assets

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

The Group’s management determines the deferred tax
assets based on the enacted or substantively enacted tax
rates and laws and best knowledge of profit projections
of the Group for coming years during which the deferred
tax assets are expected to be utilised. Management will
revise the assumptions and profit projections at the end
of the reporting period. The carrying value of deferred tax
assets at 31 December 2014 was RMB7,596,000 (2013:
RMB5,920,000). Further details are contained in note 20
to the financial statements.

Write-down of inventories

The Group’s inventories are stated at the lower of
cost and net realisable value. The Group writes down
its inventories based on estimates of the realisable
value with reference to the age and conditions of the
inventories, together with the economic circumstances
on the marketability of such inventories. Inventories will
be reviewed annually for write-down, if appropriate. The
carrying amount of inventories at 31 December 2014
was RMB297,104,000 (2013: RMB264,344,000).
Further details are contained in note 21 to the financial
statements.
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Notes to Consolidated Financial Statements

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

(d

Impairment of trade and notes receivables

Impairment of trade and notes receivables is made
based on assessment of the recoverability of trade
and notes receivables. The identification of bad and
doubtful receivables requires management judgement
and estimates. Provision is made when there is objective
evidence that the Group will not be able to collect the
debts. Where the actual outcome or expectation in future
is different from the original estimate, the differences will
impact the carrying value of the receivables and related
asset impairment charge or write-back in the period
in which the estimate has been changed. The carrying
amount of trade and notes receivables at 31 December
2014 was RMB232,922,000 (2013: RMB162,753,000).
Further details are contained in note 22 to the financial
statements.

Useful lives of property, plant and equipment

The Group’s management determines the estimated
useful lives and related depreciation charges for its
property, plant and equipment. This estimate is based
on the historical experience of the actual useful lives
of property, plant and equipment of similar nature and
functions. It could change significantly as a result of
technical innovations and competitor actions in response
to severe industry cycles. Management will increase
the depreciation charge where useful lives are less than
previously estimated lives or management will write
off or write down technically obsolete or non-strategic
assets that have been abandoned. The carrying amount
of property, plant and equipment at 31 December
2014 was RMB536,118,000 (2013: RMB455,091,000).
Further details are contained in note 14 to the financial
statements.

OB HRMEE

As at 31 December 2014 R-—ZE—p#E+—-H=+—H
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OB B HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H
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4. OPERATING SEGMENT INFORMATION 4. RESHER
For management purposes, the Group is organised into one RTEER  RNEBECDEBK—EE %5
single business unit that includes primarily the manufacture B TERRAENMHEET MY EIEE
and sale of linen yarns. Management reviews the consolidated Rt DR AEEE R M A AEERBIED
results when making decisions about allocating resources RERSEHEHEE Bt REBETE
and assessing the performance of the Group. Accordingly, no 25D BT

segment analysis is presented.

Geographical information HEE R
(@)  Revenue from external customers @ REINBEFHEA
An analysis of the Group’s geographical information TRENEAEBRBE_ZT—HF
on revenue attributed to the region on the basis of the T A=+ —RIEFEREFPMEM
customer’s location for the year ended 31 December 2l m [ AR A B 3 IR B KL
2014 is set out in the following table: 1 :
Revenue from
external customers
REMBEFBA
2014 2013
—E-IF —E-=F
RMB’000 RMB’000
ARBT R ARBT T
Mainland China LCPNE 330,403 283,393
European Union i BE 251,538 192,051
Non-European Union FEERER 332,338 286,471
Total BEE 914,279 761,915
(b)  Non-current assets (b) ERBEE
Since the principal non-current assets, other than HRASEBEEANTIEFERDEE
deferred tax assets, employed by the Group are located GEFERITE & ERRHM) iz 50 B R e
in Mainland China, no geographical information for non- WU 2T FERBEENMIZE R -
current assets is presented.
Information about a major customer FHXEEFHESR
No revenue amounting to 10 percent or more of the Group’s REBE_Z-—MF+_A=+—HIFE"
total revenue was derived from sales to a single customer for WM E - PETNHERALAEER
the year ended 31 December 2014 (2013: Nil). WAT10% A E (ZFE—=F &) o
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SO B HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

D ONER € Y EEE
WA (TRENA B EXB)IEWEMYDWHE
BE - R HE R RIVR T HE T MR

REVENUE, OTHER INCOME AND GAINS 5.
Revenue, which is also the Group’s turnover, represents the
sales value of linen yarns, net of sales tax and deduction of any

sales discounts and returns.

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

RIR

WA Etl s RISEOT

2014 2013
—E-IF —E-=F
RMB’000 RMB’000
AR¥T T ARET T
Revenue KA
Sale of linen yarns $HE T 914,279 761,915
Other income Hofh iy 2
Bank interest income HRITH B YA 946 1,437
Government grants T 76 B 10,211 2,024
Compensation income FEEWA - 2,560
Exchange gain HME1F 3 - 315
Insurance income (note (a)) IRERUA (BT2E@)) - 16,985
Others Hitp 908 916
12,065 24,237
Gains &
Fair value gains on derivative instruments ~ $TETAEMAREESE
— transactions not qualifying as hedges —NEEREHHNR S 2,244 7,819
14,309 32,056
Note (a):  The amount represents the compensation received from Kiit@) @ ZEeBER T =—F+A8FLE

the insurance company, which covered the damages to the
Group’s assets caused by heavy rain and severe flooding in

BERREAEEEEEKRNBEMRE
R A BERE R (E -

October 2013.

FINANCE COSTS

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

6. BIFERA

2014 2013
—E-IF —T=fF
RMB’000 RMB’000
AR®T T ARET T
ERAFEANEEEENRITER
EORAINSN 14,794 11,653
B BEARER B (4,043) (2,102)
10,751 9,551

Kingdom Holdings Limited & Z &K AR 2 7




PROFIT BEFORE TAX

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

(crediting):

Cost of inventories sold
Depreciation

Amortisation of prepaid land lease payments

Amortisation of an intangible asset

Research and development (“R&D”)
expenses

Minimum lease payments under
operating leases:
Land and buildings

Auditors” remuneration

Employee benefit expense (including
directors’ and chief executive’s
remuneration):

Wages, salaries and other benefits
Pension scheme contributions
Equity-settled share option expense

Foreign exchange differences, net

Fair value gains on derivative instruments
— transactions not qualifying as hedges

Loss/(gain) on disposal of items of property,
plant and equipment

Fire accident losses, net (note (a))

(Reversal of the write-down of
inventories)/Write-down of
inventories to net realisable value

Reversal of provision for impairment of
trade receivables

Finance costs

Bank interest income

Note (a):

The amount represents the losses of the Group’s assets

Notes to Consolidated Financial Statements
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As at 31 December 2014 R - ZE—p#E+ - H=+—H

7. BRBAIEF

THERH

HE T A

7

+ T BT S
=
MEREE ((HE) B

REHERETHREHEENR

T RET
ZEEN B =

BERNAX (BRES
LESITBRAEME)

TE HehEMER
B E R EIHEER
DA s 5 B IR B S0

3 23R

TTETAENAREBERSRE
—TREREETNZS

HEME BERERHEEEB
)Eﬁ]{g/(ff_fm

NKABKFEE (Hfat@)

(ﬁé@r THOR) WORTF &

""""" IR A

RO EWE SRR ERE

LURLIBRN
RITH B WA

due to a fire accident in March 2014, net of compensation

received from the insurance company.
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AEBEBRBARFRAR (GTA) TS

2014 2013
—EF-lF =F—=
RMB’000 RMB’000
AR®T AREET T
669,278 555,032
57,003 50,681
1,327 1,392
606 606
5,427 3,672
1,463 942
1,750 1,600
133,140 98,951
7,354 6,082
- 257
140,494 105,290
10,055 (315)
(2,244) (7,819)
941 (496)
399 -
(1,332) 863
(229) (134)
10,751 9,551
(946) (1,437)
ZEBERA T -OF = AEEANK

MeAERBERANEE (THERRR

NEEHOEE) -



DIRECTORS’ AND CHIEF EXECUTIVE'S 8.

REMUNERATION

Directors’ and chief executive’s remuneration for the year,
disclosed pursuant to the Listing Rules and section 78 of
Schedule 11 to the Hong Kong Companies Ordinance (Cap.

Notes to Consolidated Financial Statements

SO B HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

EERBETHRAENE

FER - IRBELETREES (2alEH) (5
6228 ) R1T1E78IE R LZ2BRIEE (A A
&MY (ENE)F161EEENEERES

622), with reference to section 161 of the predecessor Hong TTHRAEMEIMT :
Kong Companies Ordinance (Cap. 32), is as follows:
2014 2013
—E-IF —F—=
RMB’000 RMB’000
AR¥TR AREFT
Fees figkn 499 499
Other emoluments: HB <
Salaries, allowances and benefits in kind FHe RUKREYHNE 3,100 2,862
Pension scheme contributions RIREFHEIHR 108 78
3,707 3,439
(@  Independent non-executive directors (@ FBUIEHITES
The fees paid to independent non-executive directors FARBLIERTEZTZNHBES W
during the year were as follows: ™
2014 2013
—F-0F —E-=F
RMB’000 RMB’000
AR®T ARBT T
Mr. Yang Donghui BERELA 96 96
Mr. Lau Ying Kit I EYS S 115 115
Mr. Lo Kwong Shun Wilson BEERE 96 96
307 307
There were no other emoluments payable to the independent FRANEENBIIFRTEETHHMEBME

non-executive directors during the year (2013: Nil).

TEZFIE)e
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EHUBHRRWE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

8. DIRECTORS’ AND CHIEF EXECUTIVE’S

REMUNERATION (continued)

(b)  Executive directors, and non-executive directors and

chief executive

2014

Executive directors
Mr. Ren Weiming*
Mr. Shen Yueming
Mr. Zhang Hongwen

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

2014 Annual Report — & — 4 F F 3}
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Statements

8. EERBSITHAEME w

b) HITEF FRTESLESTTH
ANE
Pension
scheme Total
Fees Salaries contributions remuneration
BIREFE
we E2 R [k
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT AR%¥Tn AR¥Tn AR¥ETxn
- 1,500 36 1,536
- 850 36 886
- 750 36 786
- 3,100 108 3,208
96 - - 96
96 - - 96
192 - - 192
192 3,100 108 3,400
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As at 31 December 2014 R - ZE—p#E+ - H=+—H

8. DIRECTORS’ AND CHIEF EXECUTIVE'S 8. EERBETHRAEMEw
REMUNERATION (continued)
(b)  Executive directors, and non-executive directors and (b) WHITESF FRITEFENESITH
chief executive (continued) ANE (#)
Pension
scheme Total
Fees Salaries  contributions  remuneration
BAREEE
we e fHx [k

RMB’000 RMB’000 RMB'000 RMB’000
ARBTT ARBTT ARETT AREBTE

2013 —F-Z=F
Executive directors WTES
Mr. Ren Weiming* E4ERR S 4 - 1,350 26 1,376
Mr. Shen Yueming 0 LabA - 810 26 836
Mr. Zhang Hongwen RBN KL - 702 26 728
- 2,862 78 2,940
Non-executive directors FHMITES
Mr. Ngan Kam Wai Albert BAeERLE 96 - - 96
Mr. Tse Mark Chau Shing AEBLE 96 - - 96
192 - - 192
192 2,862 78 3,132
* Mr. Ren Weiming, who acts as an executive director of the * BN AR TTEFLST ML
Company, is also the chief executive officer of the Company. EAR LR EITTIEARE
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FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included
three (2013: three) directors and the chief executive, details of
whose remuneration are set out in note 8 above. Details of the
remuneration for the year of the remaining two (2013: two),
highest paid employees who are neither a director nor chief
executive of the Company are as follows:

Salaries e
Pension scheme contributions RREETEIH R

Equity-settled share option expense

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

Nil to HK$1,000,000 Z A& T 21,000,000 T
1,000,000/ 7T £1,500,0007% 7T

HK$1,000,000 to HK$1,500,000

During the year ended 31 December 2014, no directors and
chief executive, or any of the non-director and non-chief
executive, highest paid employees waived or agreed to waive
any remuneration (2013: None). None of the directors and
chief executive, or any of the non-director and non-chief
executive, highest paid employees was paid by the Group
as an inducement to join or upon joining the Group or as
compensation for loss of office (2013: None).

2014 Annual Report — & — 4 F F 3}
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IEREFHFMNES

FA IEREFHEEEE=2(=%
—=—F ZR)EFRRETRAER  Eil®
FHIEEN EXMES - FA B TME (ZF
—ZHE MB)FARFEETIESTHA
BNESFMESNMESFBLT

2014 2013
—E-NEF —F—=

RMB’000 RMB’000

AR®BT T ARBTT

1,416 594

49 20

- 8

1,465 622

MeRNATEENGREHMIFESERIFR
BITHRABHNEEAZMT

Number of employees

REHE
2014 2013
—E-NF —EF=F
1 2
1 —
2 2

REBEE—ZE—NF+=-_A=+—HItFE"
MEEERREITERA BRI &5 EEE
BENIIRSTHRAENEERERRER
BEEME (ZE—=F  \) AEEWE
MEEREESTRA BRI A RESHNIEE
ENIEERTHRABNES € AR
EANAAE B R A K B R A 28 sk
ERBERBE(ZE—=F . M|)-
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Notes to Consolidated Financial Statements

INCOME TAX EXPENSE

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

year are as follows:

Current — Mainland China

BIHA—rh B KRE

SO B HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

10. FAEHMAX
AEBRENNIEHEITEEAMNT

— Charge for the year —FAXH

— Overprovision in respect of prior years — BT FEBERE
Current — Hong Kong BNE— &%

— Charge for the year —FAXH

— Underprovision in respect of prior years ~ — BT FEEETE
Current — ltaly BVER— & KA
Deferred (note 20) BRI (B17720)
Total tax charge for the year FRBRIAX HERE

(ii)

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

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

During the Fifth Session of the Tenth National People’s
Congress, which was concluded on 16 March 2007, the
PRC Corporate Income Tax Law (the “Corporate Income
Tax Law”) was approved and became effective on 1
January 2008. According to the Corporate Income Tax
Law, the applicable tax rates of the Group’s subsidiaries
in Mainland China are unified at 25% with effect from
1 January 2008 except for Zhaosu Jindi Flax Co., Ltd.
(“Zhaosu Jindi”), an indirect wholly-owned subsidiary
of the Group, which is engaged in the preliminary
processing of agriculture products and is exempted from
PRC income tax.

(ii)

2014 2013
—ZE-F —ET—=

RMB’000 RMB’000

AR¥F T AREFTT

31,384 39,716

(122) -

1,323 757

- 113

1,080 1,154

5,484 (937)

39,149 40,803

REREFRELRBRELESRA R
AR ARBHARMASEREHR
BRAEEMEH-

IR FE PSR B R R R IR AL 70 B
RENWBERTMER RPEAR
HME (THE ) BREPSHARRA A
RAEENSEEMEHEMIEL -

RN

FETEZBEARKR N
ER-ZEZELF=A+"BER" &
FEET (PESEMBTE) ([
ERBHRZED YR-_FFENF—H
—HAEM-RBEEMSHERE
B-ETN\FE—-F—HE X&EF
BAEMBARNERREER R
25%  EARSEBERE 2 BB A RRE
BB MARAR ([BéEFS )R
SN AR EREMNNINTE -
EReHNPEMmEH-
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OB B HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

10. INCOME TAX EXPENSE (continued)
(iii) Hong Kong profits tax has been provided at the rate (iii)
of 16.5% on the estimated assessable profits arising in

Hong Kong during the year.

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

A reconciliation of the tax expense applicable to profit
before tax at the statutory rate for the jurisdiction in
which the Company and its subsidiaries are domiciled to
the tax expense at the effective tax rate is as follows:

Profit before tax FR 75 AT v )

B R E25%M Rt iR IR
MEEZRZE

Tax at an applicable tax rate of 25%
Effect of different tax rates
(Overprovision)/Underprovision

in respect of prior years
Share of profits of an associate

FE& 1 — Bt i 2 B A

Income not subject to tax B RBL W am

Expenses not deductible for tax NE B A B 2

Tax credit arising from additional o B BfT 8 A R A 3 B S Nt
deduction of R&D expenditures of HBRELANTIEE R

a PRC subsidiary

Deferred tax liability EMRELNBRCHERE

on withholding tax

FAX LB

Total charge for the year
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EENEHIRERNRTBELEMNEE
JE SR I DA16.5%0 R ET R 48 -

RIEBARFRA SRR REEAR
31.4% R B EH - P BiiE
27 5% R ENBAFBERMAENR
K 323.9%H K5t B R B AN MR 1T
R o

BARBREWMBRBLENEE
BERE IR A TE B R AT HE AR BR B A
MBI BIRERR R E
BB IR ST R SRR AT -

BEFE CGRREER) BETR

2014 2013
—E-mF —EF-=F
RMB’000 RMB’000
AR®TR  AREBTR
149,626 141,241
37,407 35,310
4,792) (581)
(122) 113
9) (25)
(130) (104)

1,084 778
(426) (373)

6,137 5,685
39,149 40,803




11.

12.

13.

Notes to Consolidated Financial Statements

PROFIT ATTRIBUTABLE TO OWNERS OF THE
PARENT

The consolidated profit attributable to owners of the parent
for the year ended 31 December 2014 includes a loss of
RMB2,582,000 (2013: loss of RMB1,583,000) which has
been dealt with in the financial statements of the Company
(note 33(b)). The loss excluded dividends from subsidiaries
attributable to previous years” profits.

DIVIDEND

Proposed final — HK7.5 cents
(2013: HK7.5 cents) per ordinary share

At a meeting of the board of directors held on 13 March
2015, the payment of a final dividend of HK7.5 cents per
ordinary share totalling approximately RMB37,370,000 was
recommended, for the year ended 31 December 2014, which
is subject to the approval of the Company’s shareholders at the
forthcoming annual general meeting.

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

The calculation of the basic earnings per share is based on the
profit for the year attributable to ordinary equity holders of the
parent and the weighted average number of ordinary shares of
631,600,000 (2013: 627,353,000) in issue during the year, as
adjusted to reflect the rights issue during the year.

11.

12.

13.
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FREER ARG RF

HE-Z—NE+-_A=+—HILtFEE-
NElEB ANEEEHEFNBIEERARQA
B sRET R EIBARY2,582,0000T (=
T — =% B ARE1,583,0000T) (At
33(b)) ° ZIBESIEN BB IER A W B QR E
HBEFEEMHOME -

EHEARARE - SR EREAR7 5B
(ZZ—=%F:7581l)

B2
2014 2013
—E-mF —T-=F
RMB’000 RMB’000
ARBFTR  AREBTI
37,370 37,242
37,370 37,242

MN-B-HE=A+=-A8TNEELLH
F EEeRBREHE T —NF+=A
=T —HIEFERAKREGREBR7 55
il & 4 AR ¥37,370,0007T ° BEFARA
AIREREERFBAFRE EHE - HAE

..
B

BRARAEERESFEABAER
EXRBERR

BERERBZNBES QAL BRERSF
EABEFRGEMNEFRNEBETERR
hn#E S 9 8631,600,0008% ( — & —=
627,353,0000%) 5T & - W E Bt R B G AT
ROERR B AR o
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OB B HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

13. BASIC AND DILUTED EARNINGS PER SHARE

ATTRIBUTABLE TO ORDINARY EQUITY
HOLDERS OF THE PARENT (continued)
The calculation of the diluted earnings per share is based on
the profit for the year attributable to ordinary equity holders of
the parent. The weighted average number of ordinary shares
used in the calculation is the number of ordinary shares in
issue during the year, as used in the basic earnings per share
calculation, and the weighted average number of ordinary
shares assumed to have been issued at no consideration on the
deemed exercise or conversion of all dilutive potential ordinary
shares into ordinary shares.

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

a7

Earnings

13.

BAREEREZEREAEBREER
EXREERFA w

BREERNRES AR T ARERFEE
ABEFERGENTE - st ERERN T B
IEFHEFERNCHITERREE (B
SEBREABAAERERR)  AREBR
EREEEC L AREE REITER AR
EERREERTOEBRINEFSH-

BREALEERNHOAENT

Profit attributable to ordinary equity holders FA{E&F & &R E A & 855 2 5 &

of the parent used in the basic and

diluted earnings per share calculations i lapeil
Shares e

Weighted average number of ordinary
shares in issue during the year used in the
basic earnings per share calculation

Effect of dilution — weighted average
number of ordinary shares:

Share options B AR

2014 Annual Report — & — 4 F F 3}

BRBREBRESTAA

REFESRERBMNFA
BT E B N8

SR E - LBEIME A

2014 2013

—E-F —E—=F

RMB’000 RMB’000

AR¥T T ARETF T

110,477 100,438

Number of shares
RAEAE

2014 2013
—F-DmF —

‘000 ‘000

Fr T

631,600 627,353

- 3,653

631,600 631,006
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SO B HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

14. PROPERTY, PLANT AND EQUIPMENT

31 December 2014

At 31 December 2013 and
at 1 January 2014:

Cost
Accumulated depreciation

Net carrying amount

At T January 2014, net of
accumulated depreciation
Additions
Depreciation provided

during the year
Transfers
Disposals
Exchange realignment

At 31 December 2014, net of
accumulated depreciation
At 31 December 2014:

Cost
Accumulated depreciation

Net carrying amount

“E-mE+-A=1-H

WZE-ZF
+-A=Z+-BRk
“Z-RE-A-H:
KA
2itiTE

RE¥E

RZZ-mE-F-R"
M Z:HTE

AE

FRTERE

g4
ks
ERBE

RZZ-NEF
+ZA=+-8"
NG 2TE

RZE-EE
TZA=t-8:
A
2itiE
FEFE

14. W% BERRE

Plant and Office Motor Leasehold  Construction

buildings ~ Machinery ~ equipment vehicles improvements in progress Total
BER REME

BEY BE  HAZRB nE %% EREIR i
RMB'000 RMB’'000 RMB’000 RMB’000 RMB’000 RMB'000 RMB'000
AR®TR ARETn ARETrn AR%Trn AR%®Tn AR%Tn ARETx
173,298 441,475 27,888 8,853 11,577 137,079 800,170
(59799)  (261,070) (14,391) (5,399) (4421) - (345,079)
113,499 180,405 13,497 3,455 7,156 137,079 455,091
113,499 180,405 13,497 3,455 7,156 137,079 455,091
8,280 3,654 6,253 1,157 90 124,426 143,860
(10,564) (38,350) (4,800) (1,039 (2,076) - (56,829)
93,320 110,897 15,089 - - (219,306) -
(5,205) (756) 7) (33) - - (6,001)
- - @) - - - @)
199,330 255,850 30,029 3,540 5,170 42,199 536,118
266,121 553,271 49,150 9,681 11,664 42,199 932,086
(66,791) (297,421) (19,121) (6,141) (6,494) - (395,968)
199,330 255,850 30,029 3,540 5,170 42,199 536,118

Kingdom Holdings Limited & Z &K AR 2 7
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As at 31 December 2014 R - ZE—p#E+ - H=+—H

14. PROPERTY, PLANT AND EQUIPMENT (continued)

31 December 2013 ZE-ZEtZAZT-H
At31 December 2012 and R-2--%
at 1 January 2013: TZAZ+-BER
“E-ZE-A-H:
Cost KA
Accumulated depreciation ZitE
Net carrying amount REFE
At 1 January 2013, net of WZE-ZF—-f—-HB"
accumulated depreciation B EGHE
Additions RE
Depreciation provided ERFERE
during the year
Transfers B
Disposals e
Exchange realignment EE]
At 31 December 2013, net of RZE-ZF
accumulated depreciation +ZA=+-H"
NBRFHTE
At 31 December 2013: RZZ2-=%
T-A=+-8:
Cost B
Accumulated depreciation ZitHE
Net carrying amount REFE

14. YE - BERZE @

Plant and Office Motor Leasehold  Construction

buildings Machinery equipment vehicles  improvements in progress Total
BEN #E BLERE nE £ EETR Ll
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARBTR AR%TT ARETR ARETRE ARETT ARETR
173,149 435,877 19,179 7,632 10,935 16,085 662,857
(51,566) (226,147) (11,517) (4,383) (3,211) - (296,824)
121,583 209,730 7,662 3,249 7,724 16,085 366,033
121,583 209,730 7,662 3,249 7,724 16,085 366,033
149 2,302 6,127 1,221 364 131,428 141,591
(8,233) (37,158) (2,964) (1,015) (1,210) - (50,580)

- 7A77 2,682 - 275 (10,434) -

- (1,947) (1) - - - (1,958)

- 1 1 - 3 - 5
113,499 180,405 13,497 3,455 7,156 137,079 455,091
173,298 441,475 27,888 8,853 11,577 137,079 800,170
(59,799) (261,070) (14,391) (5,398) (4,421) - (345,079)
113,499 180,405 13,497 3,455 7,156 137,079 455,091

As at 31 December 2014, the Group's property, plant and
equipment with a net carrying amount of approximately
RMB107,437,000 (2013: RMB59,072,000) were pledged to
secure bank loans granted to the Group as set out in note 30(i).

2014 Annual Report — & — 4 F F 3}
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107,437,000t (ZE—=F : AR®
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e
TEMN
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Notes to Consolidated Financial Statements

INVESTMENT PROPERTY

Carrying amount at 1 January
Additions nE
FRITERE

Depreciation provided during the year

Carrying amount at 31 December

The Group’s investment property is situated in Shanghai, the
PRC and is held under the following lease term:

RS

Short term lease

The Group’s investment property is a commercial property
in Shanghai, the PRC. The directors of the Company have
determined that the investment property consist of one class
of asset, i.e., commercial, based on the nature, characteristics
and risks of the property. The Group’s investment property was
revalued on 31 December 2014 based on valuations performed
by Jiaxing Dongxing Property Evaluating Office, independent
professionally qualified valuers, at RMB4,034,400. Each year,
the Group’s property manager and the chief financial officer
decide, after approval from the audit committee, to appoint
which external valuer to be responsible for the external
valuations of the Group’s investment property. Selection
criteria include market knowledge, reputation, independence
and whether professional standards are maintained. The
Group's property manager and the chief financial officer have
discussions with the valuer on the valuation assumptions and
valuation results twice a year when the valuation is performed
for interim and annual financial reporting.

As at 31 December 2014 K =% —

R—A—BORETER

RT-ZA=+—BNKRESHE

SO B HRMEE

mEF+F=H=+—H

15. REWE

2014 2013
—E-NE —E—=F
RMB’000 RMB’000
AR®BT T ARBTT
3,754 -

- 3,855

(174) (101)
3,580 3,754

AEBENREMELNPE LS WIRAT
HEMRE:

2014 2013
—E-mEF —F=F
RMB’000 RMB’000
AR®TR ARBTT
3,580 3,754

AEBAICEMETNRFE LAY
X ARAEFREREMENEE It
&ﬂﬁ‘ﬁﬁ&ﬁ%%E—ﬁﬁﬁﬂﬁ Zll
AR F —NF+=—A=+—8"
AEERBEBYEESERGEMEZERE (S
BEMEEBITFTETHHEETLE B4 %
BB EEHIHERARE4S034,400
TLoBF AEBENYECERVGRER
NEEZZESNIER BETERE—F
SNEEHER B EHAEBRNIREMELETTI
BB {E - BB EERE IS AR BE B
MREDERFFEEKE  XEENYELE
&%%@¥ﬁ¢%&%¢WF%ﬁtﬁﬁ%

g REEMMGERRRGES
#immmﬁmo

\—?
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As at 31 December 2014 R - ZE—p#E+ - H=+—H
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15. INVESTMENT PROPERTY (continued) 15. BREYR w0
The Group’s management is intended to lease the investment AEBERERIZKEHERREMELE
property to third parties under operating leases, further FTE=T HE—THBRA M EHRERM
summary details of which are included in note 34(a) to the FE34(a) it -
consolidated financial statements.
Fair value hierarchy NREESRER
The following table illustrates the fair value measurement TRETAEEREMENAABEAES
hierarchy of the Group’s investment property: e

Fair value measurement as at
31 December 2014 using
KANTEER-Z-NE+=-A=+—H

BETHNAREERE
Quoted
prices in Significant Significant
active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total

RERME BEATEE EXTTEE

K E BWAE BAE
(%-8) (5=8) (5=8) st
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR AR®BTR ARBTR AR%®T:R

Recurring fair value measurement for: & FHER A BETE:
Commercial property [Elitk/ES - - 4,034 4,034

Fair value measurement as at
31 December 2013 using
EAUTEER-_E—=F+=-A=+—H

ETORAEERNE
Quoted

prices in Significant Significant

active observable  unobservable

markets inputs inputs
(Level 1) (Level 2) (Level 3) Total

RERME  EAUERE EXTAUEHE

HRE BAE BAE
(F—E) (F=E) (=) st

RMB'000 RMB'000 RMB’000 RMB’000
ARETT ARBTT AREBTT ARBTT

Recurring fair value measurement for:  &E AR BEE -

Commercial property ElikJES - - 3,904 3,904
During the year, there were no transfers of fair value FR AABEABEF ERFE-_EZHE
measurements between Level 1 and Level 2 and no transfers MEER fTEEAF-_EXEFEEL
into or out of Level 3 (2013: Nil). TE-ZF )

2014 Annual Report — & — 4 F F 3}
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CRLEE E S
As at 31 December 2014 R =ZE—p4F+=H=+—H
INVESTMENT PROPERTY (continued) 15. BEWE
Below is a summary of the valuation techniques used and the T REREMEGEMBNEEREREE
key inputs to the valuation of investment property: WAENHRE:
Valuation techniques Significant unobservable inputs Range or weighted average
RER*E EXTABERAE HENMEFIIH
2014 2013
—E-mF —EB—=F
Commercial properties  Discounted cash flow Estimated rental value RMB171 RMB169
method (per sq. m. and per month)
k2 ES RengmBx BAHEBE (BFHAREA) AR¥171IR AE¥1697T
Rent growth (p.a.) 6% 5%
HEER (8F) 6% 5%
Long term vacancy rate Nil Nil
REZEEX ks =
Discount rate 5.75% 5.5%
= 5.75% 5.5%
Under the discounted cash flow method, fair value is estimated BEREREFFE AABENKBEE
using assumptions regarding the benefits and liabilities of MR HANERERENNERAE (B
ownership over the asset’s life including an exit or terminal REBEIKHER) WRRETMHE &
value. This method involves the projection of a series of cash Exf/f&ﬁ%%%\ B —EREZRENT
flows on a property interest. A market-derived discount rate A - IS 0T A R IR E AR TR E'ﬁﬁ’i\mﬁii
is applied to the projected cash flow in order to establish the L/{@ﬁﬁiiﬁiﬁﬁﬁfilﬁ'ﬂﬁl S IRE R
present value of the income stream associated with the asset. WaniAEEEEREATNRRFTIRE:
The exit yield is normally separately determined and differs
from the discount rate.
The duration of the cash flows and the specific timing of RenENHEREIRAMT L AR
inflows and outflows are determined by events such as rent R RAENES R HOEHE REEE
reviews, lease renewal and related reletting, redevelopment H ERBHSEHRE BENEERN
or refurbishment. The appropriate duration is driven by market BXmHTR (AMEERNFE)ZE-F
behaviour that is a characteristic of the class of property. The R REREREIHREE  Ar k@
periodic cash flow is estimated as gross income less vacancy, Y oWERIEL CFHERE #EER REXN
non-recoverable expenses, collection losses, lease incentives, AeBRLEMKENERERMGE -Z—
maintenance costs, agent and commission costs and other BERTFHSE W TR ERITET AR
operating and management expenses. The series of periodic RERNERBEMAT2E SETHR-
net operating income, along with an estimate of the terminal
value anticipated at the end of the projection period, is then
discounted.
Kingdom Holdings Limited £Z#KRER A 7
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OB B HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

15. INVESTMENT PROPERTY (continued) 15.

A significant increase/(decrease) in the estimated rental value
and the market rent growth rate per annum in isolation would
result in a significant increase/(decrease) in the fair value of
the investment property. A significant increase/(decrease) in
the long term vacancy rate and the discount rate in isolation

REWE w0

B EEBEMTSHESFHREXREB AR
S CRd) S ERIREDENRAAEE
KIEIEA, Cgd) - REAZ=ERRITIRERE
BAREM, CRD)BEBIREMENRA
REBEKERD, (&) -Gt EEEE

would result in a significant decrease/(increase) in the fair EHNBRROEH —REHSFERIINE
value of the investment property. Generally, a change in the ERRBUT MEE) HBRAEEXRAHER
assumption made for the estimated rental value is accompanied a1
by a directionally similar change in the rent growth per annum
and the discount rate and an opposite change in the long term
vacancy rate.
16. PREPAID LAND LEASE PAYMENTS 16. THHEERNTNKE
2014 2013
—ZE—-MmF —F—=
RMB’000 RMB’000
AR®T T AREBTT
Cost: B :
At beginning of year F1 63,806 63,806
Additions g - -
At end of year FR 63,806 63,806
Accumulated amortisation: R
At beginning of year T4 (7,760) (6,368)
Charge for the year FREHE (1,327) (1,392)
At end of year FR (9,087) (7,760)
Carrying amount at end of year FREEHSHE 54,719 56,046
Current portion included in prepayments, &F ATERIK - # & & H A
deposits and other receivables JE U SR IB B ED 36 (1,327) (1,392)
Non-current portion ERBE D 53,392 54,654

As at 31 December 2014, the Group’s prepaid land lease
payments with a net carrying amount of approximately
RMB29,248,000 (2013: RMB27,324,000) were pledged to
secure bank loans granted to the Group as set out in note 30(i).

Lease prepayments represent costs paid to the PRC land bureau
for obtaining land use rights in respect of land located in
Mainland China with a lease period of 50 years when granted.

2014 Annual Report — & — 4 F F 3}
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SO B HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

17. INTANGIBLE ASSET

17. BEEE

Certified
emission rights
PR HE
RMB’000
ARETF T
At 1 January 2014, net of accumulated amortisation R-ZE—NWF—H—A8 -

kR 25t 10,212
Additions iz -
Amortisation provided during the year FRNEHEE (606)

At 31 December 2014, net of accumulated amortisation RZE—NF+=—_A=+—8"
k25T 9,606

At 31 December 2014: RZE—mF+=-A=+—8:
Cost DN 12,013
Accumulated amortisation R H (2,407)
Net carrying amount FREH 9,606

18. INVESTMENTS IN SUBSIDIARIES

18. RIBAAWKRE

Company AT
31 December 31 December
2014 2013
—E-ImF —EBE-=F
+=B=+—H +=ZA=+—H
RMB’000 RMB’000
AR¥T T AREFT
Unlisted shares, at cost JEETRR - AR 370,221 370,221

Capital contribution in respect of B B E 8 DAY 1 SR8

employee share-based compensation B H & 2,570 2,570
372,791 372,791

Kingdom Holdings Limited € Z 2k &R 2 A
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As at 31 December 2014 R - ZE—p#E+ - H=+—H

18.
Company (continued)

INVESTMENTS IN SUBSIDIARIES (continued)

18.

Particulars of the principal subsidiaries as at 31 December

2014 are as follows:

Name of company

DRAEH

Overseas Kingdom Limited

Overseas Kingdom Limited

Kingdom Group Holdings Limited
(“Hong Kong Kingdom”)

SEEERRARAF
([BE2E])

Asia Harvest Enterprises Limited
EEORARAR
Zhejiang Jinyuan Flax Co., Ltd.

WIS TEMAERAR

Jiangsu Jinyuan Flax Co., Ltd.

TIHETEMERAR

Jiangsu Ziwei Flax Co., Ltd.
THERTMAERRR
Zhejiang Jinda Flax Co., Ltd.
HWISERMBRAT
Zhejiang Jinlainuo Fiber Co., Ltd.
T REHBBRAR
Zhaosu Jindi Flax Co., Ltd.

RESHTMABR AR

Kingdom Europe S.R.L.
Kingdom Europe S.R.L.

Kingdom (Ethiopia) Linen PLC

Kingdom (Ethiopia) Linen PLC

Nominal value of

Place and date issued ordinary/

of incorporation/ registered
establishment share capital

) ) BRTEEBR
EMAL R EH HE/ ZREE
British Virgin Islands (“BVI") HK$0.01/HK$500

26 July 2006
EBRLEE ([BVI])
SETAFLACTAA

Hong Kong, China
10 September 2004

0.01787T,/500% 1T

HK$1,250,000

FER) 1,250,000 7
“TEMENATA

Hong Kong, China HK$1/HK$10,000
10 November 2005

FEES 1757T,/10,000 7T
“ZZRF+—-A+H

PRC 18 March 2003 US$43,820,000

G 43,820,000 7T
“ZZ=F=ZA1+N\H

PRC 17 October 2003 US$18,500,000

ct: 18,500,000 7T
“TE=Ft+A++tH

PRC 26 October 2006 US$10,000,000

w 10,000,000 70
“2EAFHASHAR

PRC 28 May 2012 RMB100,000,000

HE AR #100,000,0007T
—T-—FRAZ+NH

PRC 28 February 2012 RMB10,000,000

215 AE10,000,0007C
“E-——F#-fA=+N\H

PRC 23 May 2007 RMB30,000,000

R AE#30,000,00075
“EE+ERAC+=H

Italy 7 September 2007 EUR502,646

EXF 502,646 7T
“ZTEFNALEH

Ethiopia 16 July 2014 UsD200,000

BREBL T 200,000 7T
“E-ELAFRH

2014 Annual Report — & — 4 F F 3}

RHEBRATRNERE @

FiN/NECTRE )
R-ZE—NE+—_A=1+—BWHIFEMBEL
GIE UENE

Percentage of equity

attributable to the Company  Principal activities

AAFEGERZEDL TEEK
Direct Indirect
E# [f:
100% - Investment holding
100% - REERK
- 100%  Investment holding and
trading
- 100% REEERRES
- 100%  Trading
- 100% E5
- 100%  Manufacture and sale of
linen yarns
- 100% EEREETMY
- 100%  Manufacture and sale of
linen yarns
- 100% EERHEERMY
- 100%  Manufacture and sale of
linen yarns
- 100% HEREEDMY
- 100%  Manufacture and sale of
linen yarns
- 100% EEREEDMY
- 100%  Manufacture and sale of
linen fiber
- 100% AEEREEMES
- 100%  Processing of agriculture

. proE(liucts
- 100% RE@MNT

- 100%  Trading

- 100% Z5

- 100%  Manufacture and sale of
linen yarns

- 100% EEREEDMY
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19. INVESTMENT IN AN ASSOCIATE

FEIEEEFE

Share of net assets

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

Particulars of the principal associate are as follows:

G R EL K
As at 31 December 2014 R - ZE—pE+—-H=+—H
19. R—EHEQATANRE

31 December 31 December

2014 2013
—E-pmE —T=%
t=RA=t-8 +ZA=t+—H
RMB’000 RMB’000
AR®T ARBTT
5,919 5,883

AREEFEBE QNI ERTDMETE
BAERAT ([FRELE ) #918%A%HE - 5%
ERAIRZEENF+ZAZ+N\BEF
B Rk 37 - s i E R A A R #30,000,0007T ©
ZEMERNRNEZEBREE MY EMR
RUEZHIMB -BREAEEFEZHE AT
R ERETE20%  EREETZEEET
HEMNES WIHZBERARTFEEAY
27

ZEBHERRIMFEBOT

Percentage of
ownership interest

Particulars of ~ Place of attributable to
Name issued shares held  establishment the Group  Principal activities
rEH
FrisB 81T EiEEEE
=1 ROFHE  HUBE EZEIL ETEXR
Huaning Flax RMB30,000,000  PRC 18%  Sale of linen yarn products
and provision of
transaction services
FE RN AR®E  BH 18%  HERMAEmRIEMH
30,000,0007T R 5%

The financial statements of Huaning Flax for the year ended
31 December 2014 were not audited by Ernst & Young, Hong
Kong or another member firm of the Ernst & Young global
network.

ERSMBE-—T—MF+-A=+—HI
FENMBRELIFREBEARI AT
B 2k & B 4D KR EL AR B A I -

Kingdom Holdings Limited £Z#ZRER D A




124

Notes to Consolidated Financial Statements

OB HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

19. INVESTMENT IN AN ASSOCIATE (continued) 19.

The following table illustrates the summarised financial
information of Huaning Flax adjusted for any differences in
accounting policies, and reconciled to the carrying amount in
the consolidated financial statements:

Current assets mEEE
Non-current assets FERBEE
Current liabilities nEEE
Non-current liabilities EmEAE
Net assets BEFE

REBEHEGREMELD

Proportion of the Group’s ownership

Carrying amount of the investment RERAE TR
Revenue YA
Profit for the year FRRM

2014 Annual Report — & — 4 fF F 3}

R—EBELATNNERE @
TRBATERDMOVEEBRE EE 5
SRR EZEEZELARE  UEHBEHFYBR

RPFTERE S YR

2014 2013
—E-NF —T-=F
RMB’000 RMB’000
AR®T T ARBT T
36,174 33,327
1,170 1,705
(4,460) (2,349)
32,884 32,683
18% 18%

5,919 5,883
9,385 22,583

200 550
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OB HRRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

DEFERRED TAX 20. EZEHIR
The movements in deferred tax assets and liabilities of the REBRERIBEERABERFEANNZEHI
Group during the year are as follows: T
Deferred tax assets: BELEBIEEE:
Depreciation
in excess
Allowance Elimination of related
for doubtful ~ Provisionfor ~ of unrealised  depreciation
Accruals debts inventories profits allowance Total
il
EHEASR BRAE
BRER RERRE FEERE BR  BENSE &t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

ARBTL  ARETT  AR%TRT  ARETR  ARETR  ARET:R

At 1 January 2013 RZE-=F—-A—H 3,898 345 1,203 1,974 919 8,339
Deferred tax credited/(charged) EWMHABRR/ (BBRRNR)

to the statement of profit or WETHIE (Hi10)

loss during the year (note 10) 105 (27) 64 (1,027) 01 (464)
At 31 December 2013 RZZ-=#+-A=t+-H

and 1 January 2014 kZZ-RE-A-H 4,003 318 1,267 947 1,340 7,875
Deferred tax credited/(charged) EWAERR/ (BBERIR)

to the statement of profit or WERBIE (W10)

loss during the year (note 10) 1,462 (102) (700) (279) (99) 282
At 31 December 2014 RZB-ME+-A=+-H 5,465 216 567 668 1,241 8,157

Kingdom Holdings Limited € Z 2R &R 2 A
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OB B HRMEE

As at 31 December 2014 R - ZE—p#E+—-H=+—H

20.

DEFERRED TAX (continued)
Deferred tax liabilities:

At 1 January 2013

Deferred tax charged/(credited) to
the statement of profit or loss
during the year (note 10)

At 31 December 2013 and
1 January 2014

Deferred tax charged/(credited) to
the statement of profit or loss
during the year (note 10)

At 31 December 2014

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

N-E—=%F—F—H

FRBEBRRRNE,/
(FAABZEE)WIELT

BB (K15E10)

RZE—=F
+-A=+—-BkK
—E-mE—A—H

FraRERNE/
(FAARBZEE)WEL

| (MaE10)

R-_E—mF

+-A=+—8

earnings generated after 31 December 2007.

2014 Annual Report — & — 4 fF F 3}

20. EEBIIE @

FEERERE:
Withholding
tax on
undistributed Fair value  Depreciation
profits of gains on allowance
the Mainland derivative in excess
China financial of related
subsidiaries  instruments  depreciation Total
B AR TE mERE
HEQH ERIA H
R KA AREE FRFED
EMB Ba | At
RMB’000 RMB’000 RMB’000 RMB’000
ARETT AR®TT ARETT AR®BTR
9,775 17 674 10,466
(2,872) 1,938 (467) (1,401)
6,903 1,955 207 9,065
5,761 (1,394) 1,399 5,766
12,664 561 1,606 14,831

=t+t—HEREENEF-

RIBEEMSHOE - £ BIAEE R A
SR ERETIR TIHBEREENREAR
BT 0% TEHIH - ;% M E B
A—BRER WEAR-ZEF

— ==

—EENFE—
+t&F+=A
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OB HRMEE

As at 31 December 2014 R - ZE—p#E+—-H=+—H

DEFERRED TAX (continued) 20. EZLEBE w0

For presentation purposes, certain deferred tax assets and RIEZI A ETEREREEERARGED
liabilities have been offset in the statement of financial position. R BMRRRANE - RIEM B 2R A
The following is an analysis of the deferred tax balances of the REBENETEHRIBEHRDOITAT

Group for financial reporting purposes:

Deferred tax of the Group as at 31 December 2014 and 2013 AEBR-_Z-—HFR-_Z—=F+"A
relates to the following: =T HORERIEE T SIEFR
31 December 31 December
2014 2013
—F-0F —F-=F
t=R=+—-H +TZ-A=+—H
RMB’000 RMB’000
AR®T ARETT
Deferred tax assets arising from: THIRBEENETERIAEE
— Allowance for doubtful debts —REREE 216 318
— Provision against inventories —TFEEE 567 1,267
— Elimination of unrealised profits — B AR IR 5 668 947
- Accruals —FEREM 5,465 4,003
— Depreciation in excess of related —EBHARTERED
depreciation allowance -] 1,241 1,340
8,157 7,875

Kingdom Holdings Limited € Z 2R &R 2 A
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OB HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

20. DEFERRED TAX (continued)

Deferred tax liabilities arising from:
of Mainland China subsidiaries i A E TR0
— Depreciation allowance in excess of
related depreciation T
— Fair value gains on derivative financial
instruments (SE

Deferred tax, net EIER IR T 58

—ERBBLERTEN

—TEERMIANLDAEE

EEBIE (@)

31 December 31 December

THIRBELNREERARE
— Withholding tax on undistributed profits — 1 B AT &8 2~ 7K 9k

Reflected in the consolidated statement of A AR R N A

financial position:

— Deferred tax assets —BEXERIBEE
— Deferred tax liabilities —EERIEEE

As at 31 December 2014, other than the amount recognised
in the consolidated financial statements, deferred tax has not
been recognised for withholding taxes that would be payable
on the unremitted earnings that are subject to withholding
taxes of the Group’s subsidiaries established in Mainland
China. In the opinion of the directors, it is not probable that
these subsidiaries will distribute such unremitted earnings in
the foreseeable future. The aggregate amount of temporary
differences associated with investments in subsidiaries in
Mainland China for which deferred tax liabilities have not been
recognised totalled approximately RMB234,618,000 at 31
December 2014 (2013: RMB193,008,000).

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

2014 Annual Report — & — 4 fF F 3}

2014 2013
—E-pmE —T=F
t=A=t-8 +ZA=t+—H
RMB’000 RMB’000
AR®T ARBTT
(12,664) (6,903)
(1,606) (207)

(561) (1,955)

(14,831) (9,065)
(6,674) (1,190)

7,596 5,920

(14,270) (7,110)

MN-ZE—WFE+_A=+—0 BEMH%
HERNEHERNSEIN WERAEE LS
B R FERS S RO B A B B S TE R B K B
HAFFTENNENHREREERE -5
RE - ZEWB RN ER AR KA B
DIRKZERELEF -RZZT—WF+ A
=—+—H ERPEKEMNBARNKEES
AT M gk L SRR I R IE B A R
Bumras A ARY234,618,0007T (=F
— =% : A\R#193,008,0007T) °

R A 1) B BB A+ RSB I 48 B s P S AR A
BER -
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OB HRRMEE

As at 31 December 2014 R - ZE—p#E+—-H=+—H

21. INVENTORIES 21. B8

31 December 31 December

2014 2013

—E-NE —F—=

+=A=+—8H +-—A=+—8H

RMB’000 RMB’000

AR®TR AREFT

Raw materials JR# 208,587 186,699
Work in progress R 27,623 17,737
Finished goods BUAL 60,894 59,908
297,104 264,344

As at 31 December 2014, inventories with a carrying amount WM 30 E - R F—mME+ A
of RMB40,000,000 (2013: RMB72,799,000) were pledged to =+—R EETHE/ARE40,0000007T
secure bank loans granted to the Group as set out in note 30(i). —E-=%F: AR%72,799,0007T) N FE
ETHEF (ERASEERBITERNE

R
22. TRADE AND NOTES RECEIVABLES 22, EWESERRRERREE

31 December 31 December

2014 2013

—E-NF —E—=F

+=—HA=+—H +=ZRA=+—H

RMB’000 RMB’000

AR®T AREFT

Trade receivables EWE SRR 169,676 115,469
Notes receivable FEREE 64,032 48,299
Impairment B (786) (1,015)
232,922 162,753

Kingdom Holdings Limited ©Z 2R &R 2 A
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OB HRMEE

As at 31 December 2014 R - ZE—p#E+—-H=+—H

22.

TRADE AND NOTES RECEIVABLES (continued)
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 receivable were all aged within six months
and were neither past due nor impaired.

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

Within 1 month —EARN

1 to 2 months — B A =/ 1E A
2 to 3 months A E A= =1E A
Over 3 months =f@AE

2014 Annual Report — & — 4 fF F 3}

22.

BHREZERERREVRERE ®
EP—REETEEH0XREISOR BT
ERIEPEEEME  ARE— B BBES
RO EUER IR - W AR A (= B IR HI BB AR
FRBEERE SREEETHEN LD
MEER BB HERRA AT S

AEENBRERREORNEAR AE
AN R (E

RBERAR AEEHEWE S RFTIZER
BB R B RRE ST T

31 December 31 December

2014 2013
—E-NEF =4
+=ZA=+—8 +=—A=+—8
RMB’000 RMB’000

AR¥ TR ARETFIT
68,129 64,239
35,939 13,981
33,132 10,155
31,690 26,079
168,890 114,454
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OB HRMEE

22. TRADE AND NOTES RECEIVABLES (continued)

The movements in the provision for impairment of trade
receivables are as follows:

At 1 January n—HA—H
Amount written off as uncollectible ANAT U [B] FROIE B GE RE
Impairment losses reversed BEEEED

Included in the above provision for impairment of trade
receivables is a provision for individually impaired trade
receivables of RMB786,000 (2013: RMB1,015,000) with a
carrying amount before provision of RMB1,253,000 (2013:
RMB6,357,000).

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

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

BEARBHHBARE
BH—EARN
BH—ERE=EA
BH=EAN L

Neither past due nor impaired
Less than 1 month past due

1 to 3 months past due

Over 3 months past due

22.

As at 31 December 2014 R - ZE—p#E+—-H=+—H

EWE ZRARERREE @
FEACE BERFOR B R BB I T -

31 December

31 December

2014 2013
—=E-F —T—=F
t=A=t—-B +ZH=1+—H
RMB’000 RMB’000
AR®T T ARETT
1,015 1,380

- (231)

(229) (134)

786 1,015

L EE SRR E R E RIS ER R ER
JEUNE 5 BR R A R #786,0000T (=
— =4 AR¥1,015,00070) ' BERIER®E
SEAAR1,253,000C (ZE—=4F: A
R #6,357,0007C) °

ERERKE SRR AR AN TEREN TP

B JAFHE R Y m AR e YRR -

I FE1E 5l 2 5= BB 1R AR (B HY e W 5 BR R A

BRECOATANT -

31 December

31 December

2014 2013
—E-IF —F-=fF
t=ZR=+—-H +t=ZA=+—H
RMB’000 RMB’000
AR®T ARBETT
148,628 99,496

9,980 2,164

6,431 5,821

3,384 1,631

168,423 109,112
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OB HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

22.

TRADE AND NOTES RECEIVABLES (continued)
Receivables that were neither past due nor impaired relate to a
large number of diversified customers for whom there was no
recent history of default.

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

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

Notes receivable that are not derecognised in their
entirety

At 31 December 2014, the Group endorsed certain notes
receivable accepted by banks in the PRC (the “Endorsed
Notes”) with a carrying amount of RMB12,026,000 (31
December 2013: RMB19,592,000) to certain of its suppliers
in order to settle the trade payables due to such suppliers (the
“Endorsement”). In the opinion of the directors, the Group
has retained the substantial risks and rewards, which include
default risks relating to these Endorsed Notes, and accordingly,
it continued to recognise the full carrying amounts of the
Endorsed Notes and the associated trade payables settled.
Subsequent to the endorsement, the Group does not retain any
rights on the use of the Endorsed Notes, including sale, transfer
or pledge of the Endorsed Notes to any other third parties.
The aggregate carrying amount of the trade payables settled
by the Endorsed Notes to which the suppliers have recourse is
RMB12,026,000 (31 December 2013: RMB19,592,000) as at
31 December 2014.

2014 Annual Report — & — 4 fF F 3}

22.

BHREZERERREVRERE @
BEARE B AR E R EUGKIREAR S TN AR
FBR ZFEPOHREENESL -

EBMERBENEUGRIARS LB LT
FAR ZFEFREAKEERIIHBHER
BoRBAEER ARREZRAERY
ZEEHRERERE DAEEERERE
B ERFREBDER SR A BB -

HREHBE  SRKE SRR NEREE
MEEEEEEQAEERES -

WHEEHRULEINERRE

N_B—mNE+-—A=+—H AEBERE
ATHEREEETHTRRENRITENNE
WER([EBEEE]) EEEAAR
#12,026,000C (—E—=F+_-_A=+—
H: AR®19,592,0007T) @ A EEMNZS
HEFNESNEZER((BEE]) -EER
B AEENRBEANRR KL BIFEF
MZEEEEZRMNEYRE BWAEEE
BHERACEEZENEEEETENES
ERNEBRASE - RNEER AEET
EREBAMNERACEEZENES  B21ER
FAEME=FLE EERERCEER
B UHEREEEBRENEEEEREE
HENESEFN —_E—NE+—_A=+—
ARBRMm42%E A ARKK12,026,0007T (ZF
—=ZF+=-A=+—H: AR#19,592,000
JL) e
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Notes to Consolidated Financial Statements

TRADE AND NOTES RECEIVABLES (continued)

Notes receivable that are derecognised in their entirety
At 31 December 2014, the Group endorsed certain notes
receivable accepted by banks in the PRC (the “Derecognised
Notes”) to certain of its suppliers in order to settle the trade
payables due to such suppliers with a carrying amount
in aggregate of RMB25,580,000 (31 December 2013:
RMB49,790,000). The Derecognised Notes had a maturity
of one to six months at the end of the reporting period. In
accordance with the Law of Negotiable Instruments in the PRC,
the holders of the Endorsed Notes have a right of recourse
against the Group if the PRC banks default (the “Continuing
Involvement”). In the opinion of the directors, the Group has
transferred substantially all risks and rewards relating to the
Derecognised Notes. Accordingly, it has derecognised the
full carrying amounts of the Derecognised Notes and the
associated trade payables. The maximum exposure to loss
from the Group’s Continuing Involvement in the Derecognised
Notes and the undiscounted cash flows to repurchase these
Derecognised Notes equal to their carrying amounts. In
the opinion of the directors, the fair values of the Group’s
Continuing Involvement in the Derecognised Notes are not
significant.

The Group has not recognised any gain or loss on the date
of transfer of the Derecognised Notes in 2014 (2013: Nil).
No gains or losses were recognised from the continuing
involvement, both during the year or cumulatively. The
Endorsement has been made evenly throughout the year.

22.

OB HRRMEE

As at 31 December 2014 R - ZE—p#E+—-H=+—H

ERESRAREREE @
PEHARILBIANERERS
R_ZE—WNE+_A=+—H - A&EEMRA
ERTHENSSETHREMNRTER
MERER ([RIEEREE])  RE4E%
A AR®25,580,000t (ZE—=F+=A4
=+—H: AR¥49,790,0007T) * AKEEFE
NZERERNENESERN - KILERE
EHRREHAREST — 2N A NEIE - B I
FREZREL SEEZEMNEEAGERS
BEMIRTENNEAEERLEBR ([HE
SH]) - BERE AEBCHEHBABRIL
WREBEMNB AN D R LB H - EI - 2
SEEDARIEERRIEERRERABEENE
SEFNEMEATE - AEEFEDEK
IFERBE MEBEZ SR EEREERA R
BReRENRSBRXEREENEERA
CRH-BEERA AEKERBESMKILER
ZEMNARBELAEK

KT —F AREW RN ERL ILHER
ERENRATASZABER(=ZF—=
F )  AKERFARRADERATE
SENEMSEXER - BENFRFH
e -

Kingdom Holdings Limited £Z KGR A 7




134

Notes to Consolidated Financial Statements

OB HRMEE

As at 31 December 2014 R =& —

23.

24.

mEF—HA=+—H

PREPAYMENTS, DEPOSITS AND OTHER 23.
RECEIVABLES

Prepayments SCENEN

Prepaid land lease payment R—FREHPH LiHE

B FRIA
e N A R

due within one year
Deposits and other receivables

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

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

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

AMOUNT DUE TO AN ASSOCIATE 24,

HERE T

Huaning Flax
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AN HE R A EWRKE

31 December 31 December

2014 2013
—F-mF —F—=
t=RA=+-B +ZA=1+—H

RMB’000 RMB’000
ARBT R ARBTT

4,430 5,464
1,159 1,392
39,454 27,060
45,043 33,916

s e R E A AR R E B EE R
5o

bt EERRREHIERE 5t A Ll S &
HY S AR A E ST HA D SR R RO 8% ) R UK SRR
B

HREHBE  BIEMR B REMmER
RENFEESEEEL N EERE -

e —BBE QR RIE

31 December 31 December

2014 2013
—E-NE —E—=%F
+=-A=+—8 +-A=+—8
RMB’000 RMB’000
ARETR ARBTT
100 -
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26.

Notes to Consolidated Financial Statements

OB HRRMEE

As at 31 December 2014 R - ZE—p#E+—-H=+—H

AMOUNTS DUE FROM/(TO) SUBSIDIARIES 25. FEW (FEAY) M B2 RIFKIE
The balances with subsidiaries as at each year end are non- REFR BENBARNERBIFESHIE
trade in nature, unsecured, repayable on demand and interest- g BEEIT REREENES  BEHER
free, and their carrying amount approximates to their fair value. SEEHENABEMS -
DERIVATIVE FINANCIAL INSTRUMENTS 26. FTEEMITA
31 December 31 December
2014 2013
—2-mE —F—=
+=ZB=+—H +=ZA=+—8H
RMB’000 RMB’000
AR®T T ARBT T
Assets: BE:
Foreign exchange forward contracts SMERBIA K
— current — B HA 2,244 7,819
The Group uses forward currency contracts to manage some of AEEFRAEEEHANEEELI RS
its transaction exposures. These currency forward contracts are - ZEEREHRAGNREBEERRERE
not designated as cash flow, fair value or net investment hedges ARAEBEIFREE T ML WHHESE
and are entered into for periods consistent with currency xR —H(—KRE—Z+=@EA)-
transaction exposures, generally from one to twelve months. ZEAHER_ZE—NFATE-

These contracts will mature within 2015.

The derivatives are measured at fair value as at 31 December R-E—NF+-_A=+—H TET A%
2014. AREER=Z-

Kingdom Holdings Limited ©Z 2R &R 2 A




136

Notes to Consolidated Financial Statements

OB HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

27. CASH AND CASH EQUIVALENTS AND PLEDGED

27. RERBEESEYURSERERK

DEPOSITS
Group Company
FEE NG|
2014 2013 2014 2013
—E-mFE —T-=fF ZE-NF —T-=F%
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT ARBTT ARWTRT ARBTT
Cash and bank balances Be MBTES 286,371 270,323 619 2,467
Time deposits IR - - - -
286,371 270,323 619 2,467
Less: Pledged deposits for bank loans & - B 3t 8R17 & 5K
LOEEA (29,751) (37,802) - -
Pledged deposits for forward EREH S QER
contracts FPERA (25,640) - - -
Pledged deposits for notes payable ERENREER
SEER N (13,795) (30,823) - -
Cash and cash equivalents BeMEEEED 217,185 201,698 619 2,467

At 31 December 2014, the Group’s pledged deposits with a
net carrying amount of approximately RMB29,751,000 (2013:
RMB37,802,000) were pledged to secure bank loans granted
to the Group as set out in note 30(i), a net carrying amount
of approximately RMB13,795,000 (2013: RMB30,823,000)
were pledged to secure notes payable and the rest of
RMB25,640,000 (2013: Nil) were pledged to secure forward
contracts.

2014 Annual Report — & — 4 fF F 3}

MK FIOWATEH R —EHF+ =
A=Z+—HB AEBEEMFEHAR
#29,751,000 (ZE—=F: AR
37,802,00070) M E W IFFHRE FHIF £
AAEBERRITERNER  REFHELY
AR #13,795,0000 (Z 2 —=F: AR¥E
30,823,00070) B T IF - ERENRIEL
ER Hix ARE25,640,000T (ZZE—=
FoE)NETEE  (EARBBAMIER-
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AN =
SOt R M
As at 31 December 2014 R-ZF—pWE+=-H=+—H
28. TRADE AND NOTES PAYABLES 28. BENESRARRESRE
An aged analysis of the trade and notes payables as at 31 R-ZE—NF+-A=1+—8 ZNHHRFNH
December 2014, based on the payment due date, is as follows: Ao BOENESERLENEBRRE DN
LUNNE
31 December 31 December
2014 2013
—E-NF —T—=F
+=—A=+—H +=A=+—H
RMB’000 RMB’000
AR%ETR AREF T
Due within 1 month or on demand — B A AR BN EREER 35,744 89,852
Due after T month but within 3 months ~ —1{& 3 LA 18 =1{& A A 2| &5 115,456 25,618
Due after 3 months but within 6 months ~ =1E A LA & B 71 A R I - 249
Due after 6 months but within 12 months  7<{& A LA%Z 18+ — & B R EI A - 183
151,200 115,902
The above balances are unsecured and non-interest-bearing. FERREERRTHE - RNERER
The carrying amount of trade and notes payables at the end of RBREHARE #EMNE SRR E
each reporting period approximates to their fair value due to NERNEReEREAANEEES -
their short term maturity.
29. OTHER PAYABLES AND ACCRUALS 29, HihENRIERFERER
Group
rEE
31 December 31 December
2014 2013
—F-mF —F—=
t=RA=+-B +ZA=1+—H
RMB’000 RMB’000
ARETR ARBTT
Advances from customers B 13,506 10,457
Accruals FBIRE A 2,545 3,217
Other payables H At - R 41,541 23,728
57,592 37,402
Kingdom Holdings Limited ©Z 2R &R 2 A
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OB HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

29. OTHER PAYABLES AND ACCRUALS (continued)

Other payables H At <t /1A

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

30. INTEREST-BEARING BANK BORROWINGS

29.

30.

2014

—E-mE

Effective
interest
rate (%)
BRFIE
(%)
Current b
Secured bank loans BEBETER 6.00
Unsecured bank loans SEFRETER 3.70 - 4.50
Subtotal Pt
Non-current FEENES
Secured bank loans BERFIETER 7.36
Total gt

2014 Annual Report — & — 4 fF F 3}

Maturity

B

2015

2015

2018

HBENRERFARER =

Company
N

31 December 31 December
2014 2013
—E-F —E—=F
+=ZBA=+—H +=-—A=+—H
RMB’000 RMB’000
AREF T ARETF T
199 482

BHRASEER LA E -REREY
3?5 EEE/\\ FIHIR K U M R OB R TRLR
ERMNEEcREE QAR EERS

SFREBITHEE
Group
ES 3L
2013
—F-=f
Effective
interest
RMB’000 rate (%) Maturity ~ RMB'000
RS
ARBTR (%) HE ARBTRT
110,300 6.00 2014 176,200
120,575 4.67 - 4.69 2014 12,348
230,875 188,548
50,000 7.36 2018 50,000
280,875 238,548
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Notes to Consolidated Financial Statements

INTEREST-BEARING BANK BORROWINGS

(continued)

Analysed into: DT

Bank loans repayable: JEMEBIRTTE N -
Within one year —F RN

In the second year FEF

In the third to fifth years, inclusive
Beyond five years

Note:

(ii)

AFNAE

As at 31 December 2014, the current interest-bearing bank
borrowings with carrying amount of RMB110,300,000 were
secured by certain property, plant and equipment, prepaid
land lease payments, inventories and pledged deposits of
the Group with carrying amounts of RMB64,122,000 (2013:
RMB44,532,000), RMB29,248,000 (2013: RMB27,324,000),
RMB40,000,000 (2013: RMB72,799,000) and RMB29,751,000
(2013: RMB37,802,000), respectively.

As at 31 December 2014, the non-current interest-bearing bank
borrowings with carrying amount of RMB50,000,000 were
secured by certain property, plant and equipment with carrying
amounts of RMB43,315,000 (2013: RMB14,540,000).

30.

F-E2FLF (BREEMT)

OB HRRMEE

As at 31 December 2014 R - ZE—p#E+—-H=+—H

FFERITEE @

Group

AEE
31 December 31 December
2014 2013
—E-mF —E—=F
+=—HA=+—H +=—A=+—8
RMB’000 RMB’000
AR¥F R AREF T
230,875 188,548
50,000 -
- 50,000
280,875 238,548

GEE

(i) WZZ—NWE+=-fA=+—B FE@E2
#EAEARM110,300,0007T 8 BN HR &1 &
BITEBEUASERASESNABAR
64,122,000 (ZE—=4%: ARK
44,532,0007T) * AR #29,248,0007T (=
T—=F: AR¥27,324,00070) - AR
40,000,000 (ZE—=4F: AR
72,799,0007T) & A K #29,751,0007T ( =
T—Z4F: ARM37,802,0007T) & T4
% BEREE tHHEEBEMNZTE FE
R BRI E BRI -

i) HN-Z—WE+-_A=+—H KEHLE
A AR #50,000,0007T ) 3£ BN BT B AR 1T
BEUERESEAARE43,315,00070 (=
T— =4 AR¥14,540,00070) K& T
¥ BB REBIELR-
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O B HRMEE

As at 31 December 2014 R - ZE—p#E+—-H=+—H

30.

31.

INTEREST-BEARING BANK BORROWINGS 30. GFERITEE W
(continued)
The carrying amount of the current interest-bearing bank loans HREHBE  MAEEH BRITER
of the Group approximates to their fair value due to their short MERECREEQAABEMRS -
term maturity.
The fair values of the non-current interest-bearing bank JERNERGT BRIRITIEEN A A BEKRERANEA
borrowings have been calculated by discounting the expected BROER - E 5 AR KR F N T AN
future cash flows using rates currently available for instruments BINERBRARREREFE N
with similar terms, credit risk and remaining maturities. T-—NF+_A=+—8 XAEBELRFEH
The Group’s own non-performance risk for interest-bearing BHRITEENTBARRWTER/L TE
bank borrowings as at 31 December 2014 was assessed to R IRERER T AEER ISR
be insignificant. Management has assessed that the carrying RITERANZEBNXRAE HERAS
amount of the non-current interest-bearing bank loans of the BMEHQNRBEEEE-
Group approximates to the fair value due to its floating interest
rate.
ISSUED CAPITAL 31. BEITRAE
Group and Company AEEREATR
Authorised: EE
The Group and the Company
FRERELT
2014 2013
—E-RE “F-=F

Number Amount Number Amount

of shares HK$'000 of shares HK$'000

g = &8 KihER x|

TR TR

Ordinary shares of HK$0.01 each BREEOIETAHLER  3,000,000,000 30,000 3,000,000,000 30,000

2014 Annual Report — & — 4 F F 3}
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OB HRMEE

As at 31 December 2014 R-—ZE—p#E+—-H=+—H

ISSUED CAPITAL (continued) 31. E8TREAmw
Group and Company (continued) FEBRAEARTE @)
Issued and fully paid: ERTRAR:
2014 2013
—E-MF -3-=f%
Number Number
of shares Amount of shares Amount
RHE &8 Rir#E £
HK$'000 RMB’000 HK$'000 RMB’000
equivalent equivalent
TET AR®TR TET ARETFR
(58) (38)
At 1 January ®—R—H 631,600,000 6,316 6,345 626,140,000 6,261 6,301
Share option exercised BT R - - - 5,460,000 55 44
At 31 December RtZA=+—-H 631,600,000 6,316 6,345 631,600,000 0,316 0,345
The 5,460,000 share options exercised at a subscription price R ZZE—=%"5,460,00017 & % #& LA
of HK$0.40 per share during the year of 2013 resulted in the PRO.40B TR RBEETHE SHET
issue of 5,460,000 ordinary shares of the Company and new 5,460,000/% 78 2% =] & 388 B - I 2 A4 #7 AR
share capital of HK$54,600 equivalent to RMB44,000, and 54,6007 7T (HH% X AR %¥44,0007T) &
share premium of HK$3,893,000, equivalent to RMB3,226,000 1% 17 )4 183,893,000 7T (HHEF R AR
(before issue expenses), as further detailed in note 32 to the 3,226,0007T) (AR&HEITHRX) & —H&F
financial statements. BN MK 32
The holders of ordinary shares are entitled to receive dividends Tl a AR T REIRNRERES
as declared from time to time and are entitled to one vote per BRARBRRARE HRER—FNHHIR
share at shareholders’ meetings of the Company. All ordinary R-ALTRRNRARAFGBEEFEZS
shares rank equally with regard to the Company’s residual A&7
assets.
SHARE OPTION SCHEME 32. MBIREESHE
The Company operates a share option scheme (the “Scheme”) RRBIRE—ABREE ([5H8]]) - TR

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

BAREEEBRINELERMNAERSEA
REMB R EEMR -FABWAER2EA
BREARTDER (BREBIFRTES) R
MBRARFMBERRNASEEMES -
AEAETERET-ATRARER K
FWBURKERT BRI A% BER 548
R e

Kingdom Holdings Limited £Z R AR 2 7
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As at 31 December 2014 R - ZE—p#E+—-H=+—H

32.

SHARE OPTION SCHEME (continued)

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

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

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

The exercise price of share options is determinable by the
directors, but may not be less than the highest of (i) the Stock
Exchange closing price of the Company’s shares on the date of
offer of the share options; and (ii) the average Stock Exchange
closing price of the Company’s shares for the five trading days
immediately preceding the date of offer; and (iii) the nominal
value of the share.

Share options do not confer rights on the holders to dividends
or to vote at shareholders” meetings.

2014 Annual Report — & — 4 F F 3}

32.

BRESE

RIBFT SRR EER LRI T B IRED &
SEE  HENTERESRRA B RER
BB BT B910% < IRIEFEINEZ A
ER2EAERNEREN TETHRS
e B - I+ {8 B B AT Al B8
ARBRE B E BEITRMDE1% - % H
BB R AR SRR R R A E it
AE o

BYARRESR ERTBABLTERR
IR F T E AR IR R LB IFTT
BEEERME-

RHBRENENTTNZZ BHE218R
RAR AN BERES L0.0ETEMR -
BREMBRENTTEMARESRE YR —
E-FRBHEMG ARTERREER
R R A FAEN B FE8IER AR
IE (ABRBEERE) -

BRETEEREFTET  ETEER TS
FENRSE  ((NE2BRERARARF]
BB X PV (B R (DB RIRE A
AT AR 7 B AR A IR OB 52 P F 13 M
B (i) fn E1E

FERHE Y A TR A A MBI B SRR A
g LIREHRER -
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As at 31 December 2014 R-—ZE—p#E+—-H=+—H

32. SHARE OPTION SCHEME (continued) 32. BR#ESE
The following share options were outstanding under the FREFEETEARITENBERERNT :
Scheme during the year:

2014 2013
—E-QmE —T-=F

Weighted Weighted
average Number average Number
exercise price of options  exercise price of options

¥ miE¥s
TEE BREHE e B E
HKS$ per share 000 HKS$ per share '000
BRER T BT T
At 1 January ®—-A—8H 0.400 - 0.400 5,460
Exercised during the year FATE 0.400 - 0.400 (5,460)

At 31 December Rt-A=t+-A 0.400

- 0.400 -

—E-ZFRCITEBRERTTER B0
BFHRERERI4ET-

The weighted average share price at the date of exercise for
share options exercised during the year of 2013 was HK$1.34
per share.

R-EBE—NFE+_A=+—BR_TE—=%F
+ZA=+—8 BRECEEIETF-

As of 31 December 2014 and 31 December 2013, all share
option were exercised.

FATERHTANERE(ZZ—=4F:
&) REBE-_ZT—NF+-_A=+—HL
FE AEEUEERABRERZ (ZF
— =% : AR¥257,0007T) °

No share options were granted during the year (2013: Nil).
The Group did not recognise share option expense (2013:
RMB257,000) during the year ended 31 December 2014.

Kingdom Holdings Limited € Z 2R &R 2 A
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As at 31 December 2014 R - ZE—p#E+ - H=+—H

32.

SHARE OPTION SCHEME (continued)

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

model used:

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

Weighted average share price
(HK$ per share) 0.400

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

The 5,460,000 share options exercised during the year of
2013 resulted in the issue of 5,460,000 ordinary shares of the
Company and new share capital of HK$54,600 equivalent to
RMB44,000, and share premium of HK$3,893,000, equivalent
to RMB3,226,000 (before issue expenses), as further detailed in
notes 31 and 33 to the financial statements.

At the end of the reporting period and at the date of approval of
these financial statements, the Company had no share options
outstanding under the Scheme.
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32.

B E
ERHNNEREEEREN A AEBEDRN
B BENA BB RER G BB
E R BRI AR - TRYI AT
R AE:

R-E—ZF

NA++tH

RHKBRE

1% B (%) 2.1

HERE (FRET) 0.57

[ S0 R 18 (%) 69.32

4 [ B8 1) 2K (%) 1.01

ITEBEE 2.5
nigFEHRE

€=1 V") 0.400

REEQXREERTE LR D BREN
HA -

5,460,000/ BB EN — T — = F &7
3 175,460,0000% AN A B Z @AY - W E
A AR AN54,6007%8 7T (FEZE R AR 44,000
JC) BB 7 4 183,893,000/ T (HHER AR
#3,226,0007T) (KREFFHITHZ) - E—F
FEIBE A I IR ER M FE31 %33 ©

R E IR R R %M B it E B
AR A R R AR B BT (E MO BE AR



Notes to Consolidated Financial Statements

33. RESERVES

(@)

Group

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

Merger reserve

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

PRC statutory reserve

General reserve fund

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

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

Exchange reserve

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

SO B HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

33. f#1E

(@)

#EH
FRAXREEFBEH DN AEEA G
R BB RNRE-

BH A

EHFERE/SBREARRIRMONER
Frbm AEEETEHE([EHE]) A
REEBRBER TELENER
HE R EARF R ETHR
MEENEZE BAFBERARA
BMR-—ZTT X Ft+—-—A=1THHNA
BEEA-

PEUAE R

—REFHEE
REIREER B R R ZBIR B P B
SRR EEEMRBEE N & 10%
E-RiEFERD BEEREAEHREIR
& BEMEAM50%4 L o TR B R
BARD KRR TRRATETT

— AR {RE 2 T PR (R A ME R 1R S A R AR
RABFRLLOIMEZITHRD T
BB QR -

bE 5 A
PE X B R E BN B A R B S
BRAMELNMBELZ5-
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As at 31 December 2014 R - ZE—p#E+—-H=+—H

33. RESERVES (continued)
(a) Group (continued)
Share premium

The application of the share premium account is

governed by the Companies Law of the Cayman Islands.
Under the Companies Law of the Cayman lIslands, the
funds in share premium account are distributable to
shareholders of the Company provided that immediately
following the date on which the dividend is proposed

to be distributed, the Company will be in a position to

pay its debts as they fall due in the ordinary course of

business.

(b) Company

At January 2013 N

Issue of share capital BT

Profit for the year FRRET

Equity-settled share option IR S E R
arrangements

Proposed final 2013 dividend ~ BE-Z—ZFRHRE

At 31 December 2013 and RZZ—-=F
1 January 2014 TZA=T-BR
“ZT-WE-A-H
Profit for the year ER
Proposed final 2014 dividend ~ BZE_-T—-MFRHAKRS
At 31 December 2014 RZZ-—mF
+ZA=+-HB

2014 Annual Report — & — 4 F F 3}

33. @#Emw

@ A%KE @
Petn 4 (B
RiEERNERXASHSRAE
EE-REMEHESRFE MEHK
BEDIREE BHIE  RNRARIEAR
BEEBERTBEREINAER AIK
EERTOES A DR T ARAR
Ho
(b) FRF
(Accumulated
losses)/
Share  Contributed  Share option retained
premium surplus reserve profits Total
(REtEBR)/
R A5 E BABE BRERE REET st
RMB’000 RMB’000 RMB’000 RMB'000 RMB'000
ARBTT ARBTRT AR¥TL AR®TT ARETR
270,181 370,213 1,285 (32,482) 609,197
3,226 - (1,542) - 1,684
- - - 35,609 35,609
- - 257 - 257
- - - (37,242) (37,242)
273,407 370,213 - (34,115) 609,505
- - - 36,918* 36,918
- - - (37,370) (37,370)
273,407 370,213 - (34,567) 609,053
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33. RESERVES (continued)

(b)

Company (continued)

Contributed surplus

Contributed surplus represents the excess of the fair value
of the shares of Kingdom Group Holdings Limited at the
date of the Reorganisation over the nominal value of the
shares issued by the Company in exchange thereof.

* Profit for the year of 2014 includes dividends from
subsidiaries attributable to previous years’ profits
RMB39,500,000 (2013: RMB37,192,000)

34. OPERATING LEASE COMMITMENTS

(@)

As lessor

At 31 December 2013, the Group leased its investment
property (note 15 to the financial statements) under
operating lease arrangements, with leases negotiated for
terms of ten months. The terms of the leases generally
also require the tenants to pay security deposits and
provide for periodic rent adjustments according to the
then prevailing market conditions.

At 31 December 2014, the former lease arrangements
expired and the Group has not signed new arrangements.
The Group had total future minimum lease receivables
under non-cancellable operating leases with its tenants
falling due as follows:

—&FR

Less than one year

OB HRMEE

As at 31 December 2014 R-—ZE—p#E+—-H=+—H

33. @#Emw

(b)

34.
(@)

re

RD T ()

AR
MABBIENEAR RS EE TR
BRAGKROHAALBEBLEANR
BRBMEBEITHRMO EENEEE -

* ZE—UFF R TR E N E
A fENL BT FEm Fay AR E AR
#39,500,0000T ( —F—=F: AR
#37.192,0007T)

HEEE

ERHAA

R-ZE-—=F+t-_A=+t—R X%
BREEEHELHHERRENR
(M BI|MKRMIEE15)  ZEHELER
MEMSHEA - HEFREMRR—
IR ERP X MRES RETAAR
BEEROTRLERHHESFEHRAE-

R-ZT—MFE+=—A=+—0" %Al
M E R P28 - K5 B AR A
ZH - AEREREBEEBPFIZAAA
WL EHER AT FHANRK K
K E KRB :

31 December 31 December

2014 2013
—E-NEF —E—=F
+=BA=+—8 +=—A=+—8
RMB’000 RMB’000
ARET AREFIT

- 34

- 34

Kingdom Holdings Limited £Z R AR 2 7
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As at 31 December 2014 R - ZE—p#E+ - H=+—H

34. OPERATING LEASE COMMITMENTS (continued)

(b)

As lessee

The Group leases certain of its office properties
and warehouse properties under operating lease
arrangements. Leases for properties are negotiated for
terms ranging from three to five years, and those for
office equipment are for terms ranging between two and
five years.

Non-cancellable operating lease rentals were payable as

follows:
Less than one year —FRN
Between one and five years —FERERFERN

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

2014 Annual Report — & — 4 F F 3}

34.

KEHERE @

b)) EHEEEA
AEBRELCEHETHHEAESET
WANEMERBEYE - ZEMEN
HELEENFENT=ZFER1F
M AERENFHERINTRESR
HF-

RS ST B S L T4 B
fi

31 December 31 December
2014 2013
—E—-mF —E—=%F
+=BA=+—H +=-—A=+—H
RMB’000 RMB’000
AR¥ T ARBTT
1,779 2,312

771 3,458

2,550 5,770

AEBEERBEARE FEREANE
AETYEERAEENRAE 1)
RHERA=ER0%-
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35. CAPITAL COMMITMENTS

Capital commitments in respect of the purchase of items of

36.

property, plant and equipment outstanding as at 31 December

but not provided for in the financial statements were as follows:

Contracted for SIS
Authorised but not contracted for EREERETY

RELATED PARTY TRANSACTIONS

Transactions with the company controlled by one
of the Company’s directors and an associate of the
Group

(@)

(i)

(ii)

During the year ended 31 December 2014,
the Group leased offices located in Mainland
China from Zhejiang Kingdom Creative Co., Ltd.
(“Kingdom Creative”) and incurred operating lease
charges of RMB500,000 (2013: RMB200,000). Mr.
Ren Wei Ming, has a controlling equity interest in
Kingdom Creative.

During the year ended 31 December 2014, the
Group purchased IT servers of RMB100,000 (2013:
a warehouse rental fee of RMB144,000) from
Huaning Flax. Huaning Flax is an associate of the
Group.

The lease expenses and IT servers costs were made according

to published prices and conditions offered by the lessor or the
supplier to the major customers of the Group.

SO B HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

35. BARKIE
ERBEDE MERSEEEN+=A
=+— B kXA R IR TS R IR

EBHE I ERENT -
31 December 31 December
2014 2013
—E—-mF —E—=%F
+=—A=+—H +=-—A=+—8H
RMB’000 RMB’000
AR¥ T ARBTT
32,832 79,505
70,000 -
102,832 79,505

BELSRS

@ HAXQF-BESZFHNAF
IR R — e D RET
NX 5

36.

iy REE-—ZT-—NF+-_A=+—
HIEFE  REBERNTI2EE
¥R AERAR ([SEAIZE])
T % R P B K BER A
EEENCEREEAAA
R #500,0007c (Z & — =4 :
AR#200,00070) ° E#4RALAE
BB EAFEAIERER -

iy REEZZT—NF+-B=1+—
HIEFE - AN B (R 25 S
B AHAR100,0007THE A
REERE(ZE—=F:2F
e EHARE144,0007T) o
IR AR BRI A E]

HEERFE AR ARSI AT RIER T

HASHEARAAREEZZEFREHNER
o (B8 e G 1R o
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As at 31 December 2014 R - ZE—p#E+—-H=+—H

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

the Group
Short term employee benefits 72 H e B A2 A
Post-employment benefits BES 12 12 A

36. BETRS @

(b)

Equity-settled share option expense  LAME z 45 B BB AR 1 A %

Further details of directors’ and the chief executive’s
emoluments are included in note 8 to the financial
statements.

The related party transactions in respect of note (a) above
also constitute connected transactions as defined in
Chapter 14A of the Listing Rules.

As disclosed in the consolidated statements of financial
position, the Group had an outstanding balance of
RMB100,000 with an associate (2013: Nil) as at the end
of the reporting period. The balance due to an associate
as at 31 December 2014 was unsecured, interest-free
and repayable on demand.
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AEBFTEEEBEASNHEE
2014 2013
—E—-F —E—=F
RMB’000 RMB’000

AR®T ARBTT

4,516 3,370
157 105
- 17
4,673 3,492
EENBRSTHRAEBMENE—FF
BER Y S REMIFES -

EXHEE @) KR REE T X 5 B
ERXS (EER EMRAE A

Z)o

Zzu/f\ﬁﬁﬁxﬂﬁ%%ﬁﬁﬁ?% AR 4 B
ReAREEEHKREERE —BBE2QAH
,“uﬁ%z%/\ﬁm%mo,oomc(_;—z
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37. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial

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

2014

Financial assets

Trade and notes receivables

Financial assets included in
prepayments, deposits and
other receivables

Cash and cash equivalents

Pledged deposits

Financial assets at fair value
through profit/(loss)

Financial liabilities

Interest-bearing bank loans

Trade and notes payables

Dividend payable

Amount due to an associate

Financial liabilities included in
other payables and accruals

THEE

FEWE 5 BRI R B
TREE (GTAFEMT
M K E AR WA )

RekREeFEY

REEFEEERA

BARBEF AR, (BER)
ME R EE

ERas

OB HRMEE

As at 31 December 2014 R-—ZE—p#E+—-H=+—H

RENSENEMIA
RIRERR FEeR T ANKRESEN
T

—E—-MNF
Group
AEE

Financial assets

at fair value

Loans and  through profit
receivables or loss Total

BRANEE

BERE FABEN
PR FRIE tRMEE et
RMB’000 RMB’000 RMB’000
AR¥T AR®Tx AR¥T
232,922 - 232,922
39,454 - 39,454
217,185 - 217,185
69,186 - 69,186
_ 2,244 2,244
558,747 2,244 560,991
Group
rEE

Financial liabilities
at amortised cost

REBHRA AR

WEmEE

RMB’000

AR¥T T

SHEIRITER 280,875

BN E SRR R ENEE 151,200

FET AR B 4

FES — 8 E AR FIR 100
SR BE (FFAEMENTRE

MIERER) 44,086

476,265
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OB B HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

37. FINANCIAL INSTRUMENTS BY CATEGORY 37. RENSENERMIA @™
(continued)
The carrying amounts of each of the categories of financial REREHR SRR eRIANKRESHEN
instruments as at the end of the reporting period are as follows: IENC
(continued)
2013 —F=F
Financial assets TREE Group
REE
Financial assets
at fair value
Loans and  through profit
receivables or loss Total
BRARER
xR STABTRE
W R IR TRIBE mat
RMB’000 RMB’000 RMB’000
ARBT T ARET T AREBT T
Trade and notes receivables FEUE 5 BR 3 I FE IR I 162,753 - 162,753
Financial assets included in TREE (FFAERMR
prepayments, deposits and e & E A EWRIR)
other receivables 27,060 - 27,060
Cash and cash equivalents ReNBREEEY 201,698 - 201,698
Pledged deposits [mEEEES 68,625 - 68,625
Financial assets at fair value BRANEBEFAEBR
through profit or loss e RLEE - 7,819 7,819
460,136 7,819 467,955
Financial liabilities TRAE Group
&
Financial liabilities
at amortised cost
1R SHRCR A BR
WEmBE
RMB’000
AREFT
Interest-bearing bank loans FFRRITER 238,548
Trade and notes payables JETTE 5 R EN R 115,902
Dividend payable JEAT AR, 167
Financial liabilities included in TRLBE (Gt AR MERKIE
other payables and accruals NIERER) 26,945
381,562
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SO B HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

FINANCIAL INSTRUMENTS BY CATEGORY 37. RENSENERMIA @™
(continued)
The carrying amounts of each of the categories of financial R|BEHR SRR ITENKRESREN
instruments as at the end of the reporting period are as follows: IENC
(continued)
2014 —=_mE
Financial assets cREE Company
AN
Loans and
receivables
BN R EWRIE
RMB’000
AR®T T
Amounts due from subsidiaries FEUH B A R FRIB 284,532
Cash and cash equivalents BekReEHEY 619
285,151
Financial liabilities TRAEE Company
AN

Financial liabilities
at amortised cost

RBHEBE AR

HEMEE

RMB’000

AR¥TR

Other payables H At & < 5RIE 199
Dividend payables JEA PR B 4
Amount due to a subsidiary e — I B 8 & B k1A 4,971
5,174

Kingdom Holdings Limited € Z 2k &R 2 A
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As at 31 December 2014 R - ZE—p#E+—-H=+—H

154

37. FINANCIAL INSTRUMENTS BY CATEGORY 37. RENSENERMIA @™
(continued)
The carrying amounts of each of the categories of financial RmERR SEReRIANKRESEN
instruments as at the end of the reporting period are as follows: IENC
(continued)
2013 —F=F
Financial assets TREE Company
PIN/NEC]
Loans and
receivables
BN EYRIA
RMB’000
ARBT T
Amounts due from subsidiaries NI E O] 283,450
Cash and cash equivalents Re LREFEY 2,467
285,917
Financial liabilities TRAas Company
PN/NEC]

Financial liabilities
at amortised cost

1RE IR AR ARR

MER AR

RMB’000

ARETT

Other payables H At &~ FRIE 482
Dividend payables JEAS IS, 167
Amount due to a subsidiary & A5 — F B /88 1% R K08 4,967
5,616
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38.

Notes to Consolidated Financial Statements

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS

The carrying amounts and fair values of the Group’s financial
instruments, other than those with carrying amounts that
reasonably approximate to fair values, are as follows:

38.

OB HRMEE

As at 31 December 2014 R-—ZE—p#E+—-H=+—H

TRMTANAARAEBERAIAEE
AEEeRITANEERSBELRAAEE (H
FHeREAARBEAEREERIMN N
T

Group E
Carrying amounts Fair values
RESH ARERE
2014 2013 2014 2013
—B-mE —T-=F ZB-mFE _—T-=F
RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARBTT AR®TR ARETR
Financial assets TREE
Derivative financial instruments TEsRIA 2,244 7,819 2,244 7,819

Management has assessed that the fair values of cash and
cash equivalents, trade and notes receivables, financial assets
included in prepayments, deposits and other receivables,
pledged deposits, current interest-bearing bank loans, trade
and notes payables, amount due to an associate, dividend
payable and 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 loans of the
Group approximates to their fair value because the loans have
a floating interest rate.

HERENE RELREFEY BK
BEHEARERERE ©REE (FFARN
FoWE MEmEKGE) S ERER
BIHIEt BRITER BNEZEARENE
B RN B ERRKIE BAREAR
RAE (GFARMCENREREARER)
MAREBERAKRESEES TEARZ
FTANFIHAERR - AEENIEAHE
BRITERBRILFBNEGE  MHEKRE
SREHQAABEMRS-
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As at 31 December 2014 R - ZE—p#E+ - H=+—H

38.

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

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

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

The Group enters into derivative financial instruments with
various counterparties, principally financial institutions with
AAA credit ratings. Derivative financial instruments, including
forward currency contracts, 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 31 December 2014, the marked to market value of the
derivative asset position is net of a credit valuation adjustment
attributable to derivative counterparty default risk. The changes
in counterparty credit risk had no material effect on the
financial instruments recognised at fair value.
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SO B HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

38. FAIR VALUE AND FAIR VALUE HIERARCHY OF 38. SRMIENAABERAREE
FINANCIAL INSTRUMENTS (continued) EMERE @
Fair value hierarchy PARABESREE
The following tables illustrate the fair value measurement TRETAEESRIANAABEIES
hierarchy of the Group’s financial instruments: ARIRHE
Assets measured at fair value: RARBEFENEE:
Group rEH

Fair value measurement using
RAUTHREETHAABENE

Quoted prices Significant Significant

in active observable  unobservable

31 December markets inputs inputs
2014 Level 1 Level 2 Level 3
“E-ME  RNEBRWE 2 BEATERE EATUEE
t+=A HEE AR BWAE
=t+-H B8 BB B=E
RMB’000 RMB’000 RMB’000 RMB’000

AR®TR ARBTR AR%TR ARET:R

Non-current interest-bearing bank FENEG RRITREE

borrowings 50,000 - 50,000 -
Financial assets at fair value through RAABE ABEN

profit or loss — foreign exchange forward & F & & — /& i 5

contracts B4 2,244 - 2,244 -

52,244 - 52,244 -
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As at 31 December 2014 R =% —

38.

39.

mEF=A=4+—H

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

Fair value hierarchy (continued)

The following tables illustrate the fair value measurement
hierarchy of the Group’s financial instruments: (continued)

Assets measured at fair value: (continued)

Grou P (continued)

38.

EMIENAIAEBERAAEE
EREEw

AREBEEZEREE @
TRERAEESHIANARBENES
MBERE ()

BOABENENEE : @

AEE (@)

Fair value measurement using

RAUTEBETNAAERETNE

Quoted prices Significant Significant
in active observable  unobservable
31 December markets inputs inputs
2013 Level 1 Level 2 Level 3
ZE-=F  RERME  EAUEE EXTUEE
+-A KRB BAE BAE
=+—H F—/E EZE F=E
RMB’000 RMB’000 RMB’000 RMB'000
ARETIL AREFT AREFRT ARETR
Non-current interest-bearing bank RN RRITEE
borrowings 50,000 - 50,000 -
Financial assets at fair value through BRAREEFABREN
profit or loss — foreign exchange CREE-IMNERH
forward contracts =9 7,819 - 7,819 -
57,819 - 57,819 -
During the year ended 31 December 2014, there were no RBE-_Z-—NF+-_A=+—HILFE"
transfers between Level 1 and Level 2 fair value measurements, ”D\jﬂgﬁ;ﬁriﬁ% BRE_|EHEE
and no transfers into and out of Level 3 fair value B o MEEAFE-EXBE-EHEL -
measurements.
FINANCIAL RISK MANAGEMENT OBJECTIVES 39. BIBAREEBRZERBIR

AND POLICIES

The Group's principal financial liabilities other than derivatives
comprise interest-bearing bank loans, trade and notes payables,
dividend payable, an amount due to an associate and other
payables. The main purpose of these financial liabilities is
to raise finance for the Group’s operations. The Group has
various financial assets such as trade and notes receivables,
prepayments, deposits and other receivables, pledged deposits
and cash and cash equivalents that arise directly from its
operations.
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Notes to Consolidated Financial Statements

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

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

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

Interest rate risk

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

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

2014 —E-F
RMB AR
RMB AR
2013 —EB—=F
RMB AREE
RMB AREE

39.

SO B HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

BEREEEEREE @

AEENETITETARS T EBEED
EBAH BREEHAKEZELRERENR
IRELEHEE R -

AEBHNESMTAEENESEB AT RE
% INERE - EEEBEREIERE - EE
SR WHE T SO E RS R -
NEEBBITE TENSTBRENT B3R
FMEE2.4 -

R 2= @ b
AREBENTHM RS EME T B HBAEER
FENEGBNBRTEREH - AEELE
EAITES BT A hE N R m R

TRETEMBEMEHIE KAEEFR
BEANEF BN RSB ZBNHRE
(ERHFBMNEREENTE) - MERESHYH
AEBRARBNELR (TEEREEN)

Increase/ Increase/
(Decrease) in

profit before tax

(Decrease) in
interest rate

A= B Bt A 33

R (CFER) &/ GRD)
RMB’000

AR®TR

(1%) 108

1% (108)

(1%) 96

1% (96)
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As at 31 December 2014 R - ZE—p#E+ - H=+—H

39.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

Foreign currency risk

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

The Group manages its foreign currency risk by entering into
foreign currency forward contracts to hedge its exposure
to fluctuations on the translation into RMB of its foreign
operations of sales in US$ and Euros, as described in note 26.
It is the Group’s policy to ensure that the net exposure is kept
to an acceptable level by buying or selling foreign currencies at
a fixed rate where necessary to address short term imbalances.
The management will continue to monitor foreign exchange
exposure and will continue to consider hedging significant
foreign currency exposure by using financial instruments such
as foreign currency forward contracts.

2014 Annual Report — & — 4 F F 3}
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As at 31 December 2014 R - ZE—p#E+ - H=+—H

FINANCIAL RISK MANAGEMENT OBJECTIVES 39.
AND POLICIES (continued)

Foreign currency risk (continued)

The following table demonstrates the sensitivity to a reasonably
possible change in the US$, Euro and HK$ exchange rate, with

all other variables held constant, of the Group’s profit before

tax (due to changes in the fair value of monetary assets and
liabilities including foreign currency derivatives). The change

in foreign currency exchange rate has no impact on the equity
excluding retained profits.

Year ended 31 December 2014 BE-2—NF
tTZA=+—HLFE
If RMB weakens against US$ MARBHRETHES
If RMB strengthens against US$ MARBHRETER
Year ended 31 December 2013 HE_T—=
T-A=t—HLFE
If RMB weakens against US$ MARBHETES
If RMB strengthens against US$ AR R TR

BEREEEEREE @

IS TELBR (@)
TRETENMBEMEEHTE  REBEKRM
Rl RIS T BT 8 O 2 B A A
B (AREEEEREBE (BIENESTET
B)MARBESD) HEUSE SNEERY
¥R (TRERE RN TEFE-

Increase/ Increase/
(Decrease) in (Decrease)
foreign currency in profit
rate before tax

SMERER BR B AT &
A (CFE) & ORD)

% RMB’000

ARET

5 2,751
(5) (2,751)

Increase/ Increase/
(Decrease) in (Decrease)
foreign currency in profit
rate before tax

SN T B 5 B4 7
Lt CFE) 8 CRid)

% RMB’000

ARBTIT
5 6,982
(5) (6,982)
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OB B HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

39. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (continued)
Foreign currency risk (continued)

Year ended 31 December 2014

If RMB weakens against EUR
If RMB strengthens against EUR

Year ended 31 December 2013

If RMB weakens against EUR
If RMB strengthens against EUR

2014 Annual Report — & — 4 F F 3}

BE-_ZT-—NF
tTZA=t—-HLEFE
MARBABTHES
MARBABTHER

He_ZT—=F
+ZA=+—HIEFE
LUPNES: SN =B
IMARE BT

SIS & B ()

39. BiIRKMEEEEZEREE@®

Increase/ Increase/
(Decrease) in (Decrease)
foreign currency in profit
rate before tax
ShEEE R RR B A E R
ERHCFE) i OF)
% RMB’000
AR®T
5 2,621
(5) (2,621)
Increase/ Increase/
(Decrease) in (Decrease)
foreign currency in profit
rate before tax
SN [ 2= B 75 A1 5
EF(T) g Cfd)
% RMB’000
AREEF T
5 4,007
(5) (4,007)
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SO B HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

39. FINANCIAL RISK MANAGEMENT OBJECTIVES 39. HBEAREEBEERBX w
AND POLICIES (continued)
Foreign currency risk (continued) S LB (a0
Increase/ Increase/
(Decrease) in (Decrease)
foreign currency in profit
rate before tax

SEEER BR B AT &
R (TR i OiD)

% RMB’000
AR®BT T
Year ended 31 December 2014 BE-Z—NF
tZA=+—HLEE
If RMB weakens against HK$ MARBRBTES 5 305
If RMB strengthens against HK$ MARBRBTER (5) (305)
Increase/ Increase/
(Decrease) in (Decrease)
foreign currency in profit
rate before tax
SN [ B %3¢ B i A1)
EACF®) i ORd)
%o RMB’000
AREFT
Year ended 31 December 2013 BHE_Z—=
TZA=+—RHILFE
If RMB weakens against HK$ AR R B THESS 5 252
If RMB strengthens against HK$ MAREEBTHER (5) (252)
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39.

mEF=A=4+—H

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

Credit risk

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

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

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

Since the Group trades only with recognised and creditworthy
third parties,
Concentrations of credit risk are managed by customer/

there is no requirement for collateral.

counterparty. There are no significant concentrations of credit
risk within the Group as the customers of the Group’s trade
receivables are widely dispersed.

Further quantitative data in respect of the Group’s exposure
to credit risk arising from trade and notes receivables are
disclosed in note 22 to the financial statements.
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As at 31 December 2014 R ==&

—WFEF=—A=+—H

FINANCIAL RISK MANAGEMENT OBJECTIVES 39. MBEEREEERREE @
AND POLICIES (continued)
Liquidity risk T B 1 LB
The maturity profile of the Group’s financial liabilities as at the T RAEBERBERARN SR A EDHB
end of the reporting period, based on contractual undiscounted R (RE YRR
payments, was as follows:
Group NE
As at 31 December 2014
R=B-BE+=A=+-H
Less than 3to12 1to5 More than
On demand 3 months months years 5 years Total
REX  SRZBA ZE+=fAA —-Enf SREFE &t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARMTT ARETR AR®TR ARBTR ARMTT ARETR
Interest-bearing bank loans HERTER - 30,854 210,583 59,276 - 300,713
Trade and notes payables ERBEFEIRERERE 35,744 115,456 - - - 151,200
Dividend payable ERRRE 4 - - - - 4
Other payables and accruals EENTRRERER 44,086 - - - - 44,086
79,834 146,310 210,583 59,276 - 496,003
As at 31 December 2013
RZZ-=f+-A=1+—H
Less than 3to12 Tto5 More than
On demand 3 months months years 5 years Total
2% SR=@AR =Et+=fA —Z0F SIRAE AEf
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETT AR%TR ARBTT ARETT ARETR
Interest-bearing bank loans STRBTER - 30,656 168,083 - 62,946 261,685
Trade and notes payables ENESRARENER 89,852 25,618 432 - - 115,902
Dividend payable ,mﬁﬁ 8 167 - - - - 167
Other payables and accruals HitENFERERER 26,945 - - - - 26,945
116,964 56,274 168,515 - 62,946 404,699
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As at 31 December 2014 R - ZE—p#E+ - H=+—H

39. FINANCIAL RISK MANAGEMENT OBJECTIVES 39. HEREERBRREEm®
AND POLICIES (continued)
Liquidity risk (continued) B BB ()
The maturity profile of the Group’s financial liabilities as at the T RAEBERBERARN SR A EDHB
end of the reporting period, based on contractual undiscounted NORAHARTRNR) & @)

payments, was as follows: (continued)
Company AN

As at 31 December 2014
R-ZZ-ME+=-A=+-H

Less than 3to12 Tto5 More than
On demand 3 months months years 5 years Total
RER  OR=R Z=E+=fiA -Z5f SREE af

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

Other payables Hit AR 199 - - - - 199
Dividend payables RS 4 - - - - 4
Amount due to a subsidiary ER—REREARFHE 4971 - - - - 4971

5,174 - - - - 5,174

As at 31 December 2013
RZE-=f+ZA=+-H

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

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT  ARETT ARETR ARETT ARETT ARETR

Other payables Hit MR 482 - - - - 482
Dividend payables ERRRE 167 - - - - 167
Amount due to a subsidiary P —FAN B AR 4,967 - - - - 4,967

5,616 - - - - 5,616

2014 Annual Report — & — 4 F F 3}




39.

Notes to Consolidated Financial Statements

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

Capital management

The primary objectives of the Group’s capital management are
to safeguard the Group’s ability to continue as a going concern
and to maintain healthy capital ratios in order to support its
business and maximise shareholders’ value.

The Group manages its capital structure and makes adjustment
to it in light of changes in economic conditions. To maintain or
adjust the capital structure, the Group may adjust the dividend
payment to shareholders, return capital to shareholders or issue
new shares. No changes were made in the Group's objectives,
policies or processes for managing capital during the years
ended 31 December 2014 and 31 December 2013.

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

Interest-bearing bank loans FFRRITER
Trade and notes payables

Amount due to an associate
Other payables and accruals

Less: Cash and cash equivalents

Net debt (EREEE
Total equity AR
Capital and net debt BARKEEFER
Gearing ratio BELE

39.

BN E 5 R LN RE
JEAS — A1 B & 2 R K
HpEMAFERBRE R
B RERREEEY

bE]

SO B HRMEE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

BEREEEEREE @

BERER
REBAAERNE BB EAREAEES
HUS B LRSTRR A AR - 1
THEEBRAREFREAMBME

AEEEREEARE WA T EERILD
SEAFBRARRRNHORE  RRREE
BARLBITHBRD RBE-FT—NF+=
A=t—BRk-_F—=F+"A=+—H1k
FE AEEUEHEAEENER BX
AR TR E

AEBEFERABLREEER BELER
EREHFRRAB @B INESFE B
BEREEERTENR BRUNEZERIR
ENREAREMENFKERERER R
EZRELREEBY -EARBIRRES
AN N ERROBELRWT

31 December 31 December

2014 2013
—E-F —ET—=F
+=ZBA=+—H +=-—A=+—H
RMB’000 RMB’000
ARET T ARBEF T
280,875 238,548
151,200 115,902
100 -
57,592 37,402
(217,185) (201,698)
272,582 190,154
961,662 889,975
1,234,244 1,080,129
22% 18%
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EHUBHRRWE

As at 31 December 2014 R - ZE—p#E+ - H=+—H

40. EVENTS AFTER THE REPORTING PERIOD
On 13 March 2015, the board of directors of the Company
proposed a final dividend of HK7.5 cents per ordinary share
totalling approximately RMB37,370,000 for the year ended
31 December 2014, which is subject to the approval of the
Company’s shareholders at the forthcoming annual general
meeting (note 12).

41. APPROVAL OF THE CONSOLIDATED FINANCIAL
STATEMENTS
The consolidated financial statements were approved and
authorised for issue by the board of directors on 13 March
2015.
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WREHHRBRER
N-Z—HFE=A+=0 AREEEgR
ERHE—T-NOF+ A=+ HBILEE
IREE AT A7 S I REIRR B - & H4Y
AR #37,370,0007T < f BZELE AR A B IR R
RIEERERBF KE EH0fE (F1iE712) »

HES SR K
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Add : HengGang Town, HaiYan County, ZheJiang Province, China
E-mail: ir@kingdom-china.com
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