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Chairman’s Statement

ERHEE

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 2016 (the
“Year”).

| During the Year, the Group’s pure linen yarn exports amounted to

8,618 tonnes (2015: 10,379 tonnes), representing a year-on-year
decrease of approximately 17.0%. The decline was in line with
the 17.2%-contraction of the overall pure linen yarn export market
during the Year. The relatively weak demand for pure linen yarn
was because fashion brands and garment manufacturers favour
lower cost materials of cotton or cotton/linen blended yarn, which
enables products made of these materials to be more appealing
to cost conscious consumers. Nevertheless, Kingdom accounted
for approximately 36.3% of the total pure linen yarn export from
China in 2016 (2015: 36.2%), which continued the Group’s leading
position as the largest pure linen yarn exporter in China for 14
consecutive years.

The Group continued to consolidate its leading position in the linen
yarn industry by organising and participating in various linen related
forums and symposia in India, Korea, Japan, China and ltaly during
the Year. Despite the relative weak demand of pure linen yarn during
the Year, the trend of environment-friendliness and the use of natural
fibers has been set. Linen yarn as one of the most environmentally-
friendly fibers, will surely benefit from this trend and we are confident
in the demand for linen yarn in the coming years.

Kingdom had authorised the formation of a joint venture in
Heilongjiang Province during the Year, in which the Group has a 80%
equity interest. The joint venture company will build a new industrial
hemp and linen yarn factory with a maximum designed annual
production capacity of 5,000 tons of yarn in Heilongjiang Province,
and commenced construction during the Year. The construction of
the factory has substantially completed and the factory is expected to
commence trial production in the third quarter of 2017. It is also the
Group’s maiden attempt to explore the industrial hemp yarn market.

4
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The Group is also committed to investing in Ethiopia for new
production facilities and has acquired a parcel of land with a site
area of 300,000 square meters located in Adama Industrial Park,
Adama, Ethiopia. There was serious ethno-political conflict in
Ethiopia at the start of October 2016, leading to the establishment of
a national state of emergency for six months. We will proceed with
our plan cautiously and the Ethiopia production facility is expected to
commence trial production in 2018.

To show the Group’s appreciation to its shareholders for their trust
and support while reserving resources for future expansion, the board
of directors (the “Board”) of the Company has recommended the
payment of a final dividend for the Year of HK 5.0 cents per ordinary
share (2015: HK8.0 cents per ordinary share).

On behalf of the Board, 1 would like to thank the entire 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 Weiming
Chairman
Haiyan County, Zhejiang Province, the PRC, 17 March 2017
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| Five Year Financial Summary

audited financial statements, is set out below.

LA summary of the results and of the assets and liabilities of the Group
| for the last five financial years, as extracted from the published

AEES IR EMBFEENEEUNREERAE
ME (BiEao TRLERM BRI &M -

Year ended 31 December

BEt-A=t-HLEE

2016 2015 2014 2013 2012
ZE-XE —ZT-1Ff Z—E-QmNFE = Z—T--F
RMB'000 RMB'000 RMB'000 RMB'000 RMB’000
AREBTR ARETT AREFTT ARETR ARETR
REVENUE KA 856,243 1,025,403 914,279 761,915 718,912
Cost of sales HERA (704,365) (761,358) (669,278) (555,032) (509,612)
Gross profit EF 151,878 264,045 245,001 206,883 209,300
Other income and gains Hi kG sm 54,358 12,274 14,309 32,056 8,320
Selling and distribution costs HE R D HKA (37,951) (38,687) (37,870) (32,617) (34,358)
Administrative expenses G (58,968) (55,628) (48,168) (41,042) (39,821)
Other expenses Hihfx (643) (4,432) (12,931) (14,587) (3,544)
Finance costs SRR (16,059) (13,236) (10,751) (9,551) (12,848)
Share of profits and losses of Bl — B E R AR
an associate RER - (28) 36 99 (285)
PROFIT BEFORE TAX BRBE AR R 92,615 164,308 149,626 141,241 126,764
Income tax expense FEHAX (22,586) (43,939) (39,149) (40,803) (32,584)
PROFIT FOR THE YEAR FREF 70,029 120,369 110,477 100,438 94,180
Attributable to: JE1h
Owners of the parent SYNTE/ZSIN 66,344 120,369 110,477 100,438 94,180
Non-controlling interests FEEEI MR 3,685 - - - -
ASSETS AND LIABILITIES EEREE
As at 31 December
R+=A=1+-H
2016 2015 2014 2013 2012
“E-xE —Z-1F ZZ-QNE =T-=f =ZT-=Ff
RMB'000 RMB'000 RMB'000 RMB’000 RMB’000
ARBTRT ARBEFTL AR®EFTL AR®EFLT AREFR
TOTAL ASSETS EEAE 1,930,435 1,599,847 1,490,055 1,314,794 1,149,187
TOTAL LIABILITIES B4R (843,999) (555,869) (528,393) (424,819) (326,308)
NON-CONTROLLING INTERESTS FERFIMER (18,685) - - - -
NET ASSETS EEFE 1,067,751 1,043,978 961,662 889,975 822,879
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Management Discussion and Analysis

BUSINESS REVIEW

According to the National Bureau of Statistics of the People’s
Republic of China (the “PRC” or “China”), the GDP growth rate in
China for the year ended 31 December 2016 (the “Year”) was 6.7%,
the slowest GDP growth rate for the past 26 years. At the same
time, the overall textile industry in China recorded negative growth
in export. The trend of rising labour and production costs and the
volatility of cotton prices in 2016 posed some challenges to the
textile industry.

According to the statistics of the General Administration of Customs
of the PRC, the total value of all yarn-and-textile-product exports
dropped by approximately 4.1% in 2016 as compared with 2015.
The total volume of pure linen yarn exports of China in 2016 dropped
by approximately 17.2% year-on-year, while the total volume of all
textile with linen (including pure linen and linen mixed with other
fabrics) of China in 2016 only dropped by approximately 2.3% year-
on-year. The relatively soft demand of pure linen yarn in year 2016
was mainly attributable to the higher linen yarn prices compared to
that of the cotton yarn, which have been declining for the past few
years. In the trough of the economic cycle, the low level of cotton
yarn price may lead to a reduction in demand for pure linen yarn
from fashion brands and garment manufacturers, which favours
cotton or cotton/linen blended yarn and enables products made of
these materials to be more appealing to cost conscious consumers.
For years, the Group has been focusing 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.

During the Year, the Group’s pure linen yarn exports amounted to
8,618 tonnes (2015: 10,379 tonnes), representing a year-on-year
decrease of approximately 17.0%. The decline was in line with the
overall pure linen yarn export market during the Year. The Group
accounted for approximately 36.3% of the total pure linen yarn
export from China in 2016 (2015: 36.2%), signifying the Group's
continuous leading position as the largest pure linen yarn exporter in
China for 14 consecutive years.
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Management Discussion and Analysis

BEENWR DN

The Group has made a strategic price reduction since April
2076. As a result, revenue of the Group for the Year decreased by
approximately 16.5% year-on-year to RMB856,243,000 (2015:
RMB1,025,403,000). Gross profit dropped by approximately 42.5%
year-on-year to RMB151,878,000 (2015: RMB264,045,000) and

| overall gross margin dropped to 17.7% in 2016 (2015: 25.8%), as

a result of the strategic price reduction. Profit attributable to owners
of the parent was RMB66,344,000, representing a decrease of
approximately 44.9% from RMB120,369,000 in 2015. Net profit
margin decreased to 8.2% (2015: 11.7%) and the basic earnings
per share decreased to RMB0.11 (2015: RMBO0.19). To reciprocate
the shareholders of the Company (the “Shareholders”) for their
continuous support for the Group while reserving resources for further
expansions, the Board has recommended the payment of a final
dividend of HK5.0 cents per ordinary share for the Year (2015: HK8.0
cents per ordinary share).

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 timely seize market opportunity, keep abreast
of market trends and deliver comprehensive and efficient services,
the Group has established presence in major overseas linen textile
and consumer markets. The Group currently has one subsidiary
in Italy and five agents in Turkey, Portugal, India and Korea. The
Group's subsidiary in Italy keeps its own stocks so that it can serve
the immediate needs and tighten its co-operations with high-end
customers in Europe. In 2016, revenue derived from overseas sales
amounted to RMB526,390,000, representing approximately 61.5%
of the Group’s total revenue. In particular, revenue from European
Union countries amounted to approximately RMB251,724,000,
representing approximately 29.4% of the Group’s total revenue,
while revenue from non-European Union countries amounted to
approximately RMB274,666,000, representing approximately 32.1%
of the Group’s total revenue. During the Year, ltaly remained the
largest export market of the Group and accounted for approximately
32.0% of the Group’s total export revenue, followed by, in
descending order, India, Korea, Turkey, Portugal and Lithuania.

10

2016 Annual Report — & — XFE&ERH

AEBEH T —"NFNARKK T FAKE
BoA REEBRAFENRAZE TELY
16.5%% AR 856,243,000 (Z T — R 4F:
AR #1,025,403,00070) c R ZE—~F
PR T EERS TFAIEF T B 442.5%
= ARM151,878,000t (ZE—HF: AR¥
264,045,00070)  BEEFETEKE17.7% (=
T—FAF:258%) BRAIHE AEERF A
AR ¥66,344,000 BR-ZZE—HFHMARY
120,369,0007T 8 L 4744.9% ° AL | R T B E8.2%
(ZE—RF 11.7%)  mBRELAARFERE L=
AR (ZZE—RHF : ARB0.19D) - BE
HARRMRE (TRE]) — BRI FBAEERIE
BERERARER EFSERRERNFERD
B B R ERARS.0B I (T —RF - FREE
f%8.07811l ) °

FEMEREF
EARBEZRANEMOEOTE REBNERE
MHEER20Z ERREE - BREERHIRT IS #
B EREMSRERMMEHESERENRY A%
EEREINEERN DA ETE B TISEL S -
BRl - AKBEAEBRARANEY —RHMBEAF I
ETXHE 25T HELRBEEZTAERRE-
HEh AEENEAFNBRAREBERE  AER
BEYE MEBNSHEPNAIEEER - R-Z
—NFOBINEE BRI ZE AR 526,390,000
TR AREBEBAW AL 5% Hh BEERE
BRI A H9 AR #251,724,0007C * 16 AN S B & 52 UL
A#129.4% MIEBBEERAEGEERMBAHAR
#5274,666,0007T ' 15 7252 B 4RI A 4932.1% © FAZR
FEA BERAFDAREEZAMNE OME HX
EBEAHOUWAL32.0% EEKKAEE - 58E
TEE -HEIFMILERE -




Management Discussion and Analysis

Domestic sales in China decreased by approximately 8.1% during
the Year to RMB329,853,000, representing approximately 38.5% 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 environment-friendly in their production process.
Therefore, linen textiles perfectly suit the taste of new-generation
consumers who tend to seek environment-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 to allow its product quality and
environment-friendliness to be monitored by itself together with its
consumers.

Sales Analysis by Domestic and Overseas Markets

FY2016

“E-AEMBFE

RMB'000 %

AREFT %

China i 329,853 38.5%
Furopean Union 2 251,724 29.4%
Non-European Union JEN R 274,666 32.1%
Total Revenue 10N 856,243 100.0%

BEEENWRE DN

FREMBEAREENAFERTHRLS1%E AR
329,853,0007T ' 1h ANEE AU A 438.5% ° BEE
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RIS HE D
Year-on- Year-on-
year change  year change
FY2015 in revenue in revenue
PN A
“Z-nEHBEE RE2E REEH
RMB000 % RMB000 %
ANERETFT % AEREFT %
358,930 35.0% (29,077) -8.1%
258,824 25.2% (7,100) -2.7%
407,649 39.8% (132,983) -32.6%
1,025,403 100.0% (169,160) -16.5%
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| Management Discussion and Analysis

BEENWR DN

Raw Material Procurement and Related Strategies

During the Year, 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 raw materials
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 and overall market demand and supply as well as reducing the
price fluctuations of raw materials.

Apart from sourcing raw materials abroad, the Group has established
a raw material production base in Yili, Xinjiang, the PRC mainly for
the production of organic flax. This production base currently has
an annual production capacity of approximately 400 tonnes. Going
forward, the Group will continue to look for other suitable flax
cultivation bases in other regions with the aim to further stabilise the
price fluctuations and supply of raw materials.

Production Bases and Productivity

As at 31 December 2016, the Group had three productions bases
in China. The one in Rugao City, Jiangsu Province, the PRC has an
annual production capacity of 6,000 tonnes. The other two bases
are located in Haiyan County, Zhejiang Province, the PRC, among
which the first Haiyan plant has an annual production capacity of
7,000 tonnes and the second Haiyan plant has an annual production
capacity of 5,000 tonnes. Currently, the designed annual linen yarn
production capacity of the Group amounts to 18,000 tonnes based
on standardized 24Nm specification. The utilization rate of each of
the three production bases was close to 100% during the Year.

12
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Management Discussion and Analysis

The production base in the second Haiyan plant is equipped with
the latest management systems, technologies and equipment, a
combination of which has resulted in a smooth operation and
reduced unnecessary procedures and wastage of raw materials,
which has improved our overall production efficiency. Compared
with the previous two production bases, the production base in the
second Haiyan plant is also equipped with an energy conservation
system. Since wet spinning processes are used in linen yarn spinning,
water management is the key to costs reduction. This energy
conservation system can collect condensed waste water produced
during the linen yarn production processes while recovering waste
heat from the boilers. This new production base also utilises an
efficient electric motor power saving system provided by a well-
known German company. These systems have not only made the
production processes more environment-friendly, but also reduced
the production costs of the Group and have laid a solid foundation of
profit growth for the Group in the long run. For further details of the
measures taken by the Group in relation to environmental protection,
please refer to the separate Environmental, Social and Governance
Report of the Group for the Year, which is expected to be despatched
together with the annual report of the Company for the Year before
the end of April 2017.

During the Year, the Board had authorised the construction of a flax
and industrial hemp yarn manufacturing facility with a maximum
designed annual production capacity of 5,000 tonnes in Heilongjiang
Province, the PRC. The Group owns a 80% equity interest in this
new venture and it is the Group’s maiden attempt to explore the
industrial hemp yarn market, as the Company believes industrial
hemp yarn market will grow rapidly in the next few years due to
the national policy in China to promote the planting of industrial
hemp in the Heilongjiang region and the use of the industrial hemp
textile products. The construction of the new factory in Heilongjiang
Province, the PRC has substantially completed and trial production is
expected to commence in the third quarter of 2017.
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| Management Discussion and Analysis

BEENWR DN

In addition, the Group is also committed to investing in Ethiopia for

| new production facilities and has acquired a parcel of land with a

site area of 300,000 square meters located in Adama Industrial Park,
Adama, Ethiopia. The phase one development of this land parcel will
further boost the annual production capacity of the Group by 5,000

| tonnes. The Board believes that the federal government of Ethiopia

is keen to develop the Kingdom Linen Yarn Factories project to be
constructed on this land parcel into one of the model projects of
the “Belt & Road” initiative in Ethiopia. The Chinese government
also encouraged manufacturers to expand overseas by facilitating
political risk insurance coverage by state-owned insurance company.
The Ethiopia project is expected to generate savings on land lease,
labour, energy and tax and there are possibly exemptions of quota
and custom duty for exports of linen yarn manufactured in Ethiopia
to almost every country in the world. However, there was serious
ethno-political conflict at the start of October 2016, leading to the
establishment of a state of emergency for six months. We will proceed
with our plan cautiously and the Ethiopia production facility is
expected to commence trial production in 2018.

Existing and planned production bases

No.  Factory Location Country

w5 RBE it B x

1. Haiyan Tst Factory Zhejiang China
BE—HEE iipan &

2. Rugao Factory Jiangsu China
e L& 0

3. Haiyan 2nd Factory Zhejiang China
B HEE T i

4. Qinggang Factory Heilongjiang China
B RET i

5. Adama Factory Adama Ethiopia
FIE R FiE38 RERLD

* Based on 24Nm specification
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Eo

BERCHRBALERM
Annual
Capacity
(Tonnes)* Utilisation/Status
FER
(g)*  FAXR/HRR
7,000 Close to 100%
&il1100%
6,000 Close to 100%
&AT100%
5,000 Close to 100%
&31100%
5,000 Trial production expected to commence in
the third quarter of 2017
BER Tt FF=FRARIE
5,000 Trial production expected to commence in

2018
BHR-F-\FRHBHE

* 240 AR AT
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Patents, Awards and Recognition

The Group has continued to invest in technology and innovation and
as at 31 December 2016, the Group owned 55 registered patents and
there were another 6 patents applications pending formal approval by
relevant authorities.

Further, the brand “KINGDOM” has been awarded “Zhejiang Top
Export Brand” by the Department of Commerce of Zhejiang Province,
the PRC, as a result of the Group's strategy of building its brand image
and enhancing its brand value. In addition, the Group has been
awarded “Technological Innovation Team of Key Enterprises in Jiaxing
City” and “National Leading Enterprise for Expanding Domestic
Demand in Linen Industry”.

FINANCIAL REVIEW

Revenue

For the Year, the Group’s revenue decreased by approximately 16.5%
to approximately RMB856,243,000 (2015: RMB1,025,403,000). The
drop of revenue was mainly attributable to the weakened demands
of linen yarn due to continuously low level of cotton yarn prices. The
Group has strategically reduced the average selling prices of its linen
yarn since April 2016, an effort to boost demand for its products and
further increase its market share in the linen yarn market. As a result,
the decrease in sales in China has narrowed down from 27.6% in
the first half of this year to only 8.1% for the Year. Revenue for non-
European countries recorded a year-on-year decline of approximately
32.6% due to both the weakened demands of linen yarn and the
strong United States dollars against their local currencies.

Gross Profit and Gross Profit Margin

For the Year, the Group's gross profit decreased to RMB151,878,000,
representing a year-on-year decrease of approximately 42.5% (2015:
RMB264,045,000). Gross profit margin for the Year decreased to
17.7% (2015: 25.8%) as a result of the strategic price reduction since
April 2016.
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25.8%) °
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Other Income and Gains

For the Year, other income and gains are mainly represented by
various government grants which amounted to RMB30,372,000
(2015: RMB6,695,000), exchange gain of RMB14,072,000
(2015: RMB2,270,000), fair value gain on financial derivative of

| RMB5,788,000 (2015: loss of RMB2,258,000) and interest income

of RMB2,260,000 (2015: RMB2,912,000). The surge in government
grants and subsidies received during the Year was mainly due to the
incentives for the Group’s investment in the designated area. The
net exchange gain was mainly due to Renminbi depreciation against
United States Dollars and Euros of approximately 6.8% and 3%
respectively during the Year.

Selling and Distribution Expenses

For the Year, the Group's selling and distribution expenses amounted
to approximately RMB37,951,000 (2015: RMB38,687,000), which
accounted for approximately 4.4% (2015: 3.8%) of the Group’s
revenue. The increase in the selling and distribution expenses as a
percentage of revenue in the Year was mainly due to higher sales
agent commission expense to facilitate sales and an increase in
transportation costs as more products in percentage terms were sold
to Europe rather than other Asian countries which are closer to China
during the Year.

Administrative Expenses

For the Year, the Group’s administrative expenses amounted
to approximately RMB58,968,000 (2015: RMB55,628,000),
representing an increase of approximately 6.0% as compared to
the year ended 31 December 2015. The increase of administrative
expenses was mainly due to the increases in research and
development costs of RMB2,390,000.

Other Expenses
Other expenses of the Group for the Year mainly represent the
donations and other miscellaneous expenses.
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Finance Costs

For the Year, finance costs amounted to approximately
RMB16,059,000 (2015: RMB13,236,000), representing an increase of
approximately 21.3%. The increase in finance costs was mainly due
to an increase in average outstanding loan balance during the Year.

Share of Profits and Losses of an Associate

For the Year, there was no share of loss of an associate (2015: share of
loss of approximately RMB28,000). The investment in Huaning Flax
Electronic Business (Zhejiang) Co., Ltd. G ILEE R EME FrEai%sa
fR72&]), an associate established in China principally engaging in
the sale of linen raw material products and provision of transaction
services, was disposed of in 2015.

Income Tax Expenses

Income tax expense for the Year amounted to approximately
RMB22,586,000 (2015: approximately RMB43,939,000). The
effective tax rate for the Year and the year ended 31 December 2015
was 24.4% and 26.7% respectively.

Profit for the Year

As a result of the foregoing, the Group recorded a net profit for
the Year of approximately RMB70,029,000 (2015: approximately
RMB120,369,000), representing a decrease of approximately 41.8%
as compared to the year ended 31 December 2015.

Minority interests

The minority interests represent the share of the net profit of the
20% of equity interests of Heilongjiang Jinda Flax and Hemp Co.,
Ld. ([BEI2EMEBMRAF]), attributable to the minority
shareholders during the Year (2015: Nil).

Profit Attributable to Owners of the Parent

During the Year, the Group recorded a profit attributable to
owners of the parent of approximately RMB66,344,000 (2015:
RMB120,369,000), representing a decrease of approximately 44.9%
as compared to the year ended 31 December 2015.
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Other Intangible Assets

As at 31 December 2016, the Group’s intangible assets were
mainly sewage rights granted in 2012 for a term of 20 years, which
amounted to RMB8,137,000 (2015: RMB9,083,000). Intangible assets
are subject to amortisation based on their useful lives. For the Year,

| amortisation of intangible assets was approximately RMB573,000

(2015: RMB606,000).

Inventories

As at 31 December 2016, inventories of the Group increased by
approximately 49.5% to RMB509,591,000 (2015: RM340,902,000),
the average inventory turnover days increased from 153 days as at
31 December 2015 to 220 days as at 31 December 2016. The higher
inventory turnover days was mainly attributable to extra finished
goods due to sluggish sales performance.

Trade and Notes Receivables

As at 31 December 2016, trade and notes receivables of the Group
decreased by approximately 2.9% to RMB297,964,000 (2015:
RMB306,821,000), the average accounts receivable turnover days
increased from 96 days as at 31 December 2015 to 129 days as at 31
December 2016.

Trade and Notes Payables

As at 31 December 2016, trade and notes payables of the
Group increased by approximately 32.1% to approximately
RMB129,489,000 (2015: RMB98,048,000).
purchases of raw materials at the end of the Year to ensure stable
supply. The average accounts payable turnover days remained stable
at 59 days during the Year (2015: 60 days).

There were additional

Interest-bearing Bank Loans

As at 31 December 2016, the Group’s interest-bearing bank
loans amounted to approximately RMB631,903,000 (2015:
RMB368,033,000), representing an increase of approximately 71.7%,
mainly due to the additional working capital requirement of the
Group and the need for additional capital resources for production
facilities expansion purposes.
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Liquidity and Financial Resources

As at 31 December 2016, the Group has net current assets of
approximately RMB484,729,000 (2015: RMB429,833,000). The
Group financed its operations with internally generated resources and
bank loans during the Year. As at 31 December 2016, the Group had
cash and cash equivalents of approximately RMB279,511,000 (2015:
RMB237,214,000).

The liquidity ratio of the Group as at 31 December 2016 was
approximately 166.7% (2015: 179.1%). Shareholders’ fund
of the Group as at 31 December 2016 was approximately
RMB1,067,751,000 (2015: RMB1,043,978,000).

As at 31 December 2016, the Group had bank loans repayable
within 12 months from the statement of financial position date of
approximately RMB531,103,000 (2015: RMB368,033,000) and
long-term loans of approximately RMB100,800,000 (2015: Nil).
Together they represented a gross debt gearing (i.e. total borrowings/
shareholders’ funds) of approximately 59.2% (2015: 35.3%).

CAPITAL COMMITMENTS

As at 31 December 2016, 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 RMB77,930,000 (2015:
RMB97,230,000). There was no capital commitment authorised but
not contracted for as at 31 December 2016 (2015: Nil).

CONTINGENT LIABILITIES

As at 31 December 2016, the Group did not have any contingent
liabilities (2015: Nil).
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_j of RMB207,598,000 (2015: RMB70,282,000),

BEENWR DN

| CHARGE OF ASSETS

| As at 31 December 2016, the current interest-bearing bank loans

with a carrying amount of RMB304,911,000 were secured by
certain property, plant and equipment, prepaid land lease payments,
inventories and pledged deposits of the Group with carrying amounts
RMB31,685,000
(2015: RMB28,598,000), RMB40,000,000 (2015: RMB40,000,000)
and RMB Nil (2015: RMB41,511,000), respectively.

As at 31 December 2016, the non-current interest-bearing bank
borrowings with a carrying amount of RMB100,800,000 were
secured by certain property, plant and equipment and prepaid
land lease payments of the Group with carrying amounts of
RMB57,070,000 and RMB15,742,000 respectively. As at 31
December 2015, there were no non-current interest-bearing bank
borrowings.

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 RMB5,788,000 was
recognised by the Group as a current asset as at 31 December 2016
(2015: current liability of RMB2,258,000).

REMUNERATION POLICY AND SHARE OPTION
SCHEME

As at 31 December 2016, the Group had a total of 2,502 employees
(2015: 2,598 employees). Total staff costs incurred for the Year
decreased by approximately 1.2% to RMB162,560,000 (2015:
RMB164,491,000).

The Group offers comprehensive and competitive remuneration,
retirement scheme and benefit packages to its employees. The
Group is required to make contributions (retirement insurance and
unemployment insurance) to a social security scheme 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 share option schemes and a share award
plan for the purpose of providing incentives and rewards to the
Directors, including independent non-executive Directors, and other
employees of the Group who have contributed to the success of the
Group's operations.

PRINCIPAL RISKS AND UNCERTAINTIES FACING THE
GROUP

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

BEEENWRE DN

AEEREREOFHNEEMESELRAEENE

- £85  FTREEE  BASEN TR RO
MHRTHESHMKIMEET - EFERAQA
FHEEERBRRNBRRBEF RS L&EE R
AEEREERGE EFMEPRRLALBRHHH
FMETESFMH - AEET T SEEREM
M BB R SRR FIERAZ o

AEB IR RSB kR 8 M) 52 REt 8- B
MARERNEEEBHORINMELERNES (8
B IEMITES) RAKEMNEAME S R HNE

FEBEHENETERBRRTHPEE

AEEBTERETMYLEE YRBEB0EBERK
HEEmM BINMEENREARTREM HEEX
M BRBETHENERUBIT AERL-F
N IHENBERAARE SEL  RIF (FEM
) EENERD - REBEmE T 2R KA
HRZBEREEIMPNFIR ETERNE SR
EEHRNMAEHTRRERBURESIERD 1B
EH R EHEE  IRTEBRIFETHK ETEAR
B ENIRERLDHIETEEOATRE -

Kingdom Holdings Limited £Z &K AR AT

21



| Management Discussion and Analysis

BEENWR DN

OUTLOOK AND PLANS

| Following the end of the Year, the new administration of the

United States of America (the “U.S.”), led by President Donald
Trump, has been very active to deliver his promises made during
the presidential election campaign. He has signed a few highly

| controversial executive orders within the first month in office, to

withdraw the Trans-Pacific Partnership (the “TPP”); order to build
a wall at the Mexico boarder and demand the cost to be borne by
Mexico government; and ban people from seven predominantly
Muslim countries from going to the U.S.. He also promised to repeal
and replace the Affordable Care Act (nicknamed “Obamacare”). In
addition, with the forthcoming Brexit negotiation with the European
Union and ongoing refugee problem in Europe, the political world is
undoubtedly full of uncertainties and in peril.

On the economic side, the withdrawal of the TPP where China
was excluded, allowed China to open up negotiation of free-trade
deals with member states of the TPP. China is now advocating for a
16-nation pact of The Regional Comprehensive Economic Partnership
(“RCEP”) which includes Southeast Asian countries,
Japan, South Korea, Australia, New Zealand and India. The TPP now

as well as

in essence exists in the name only and a successful RCEP would
be beneficial to the Group to export linen yarn to their member
countries.

The cotton price in China has rebound by approximately 22% at the
end of 2016 when compared with the beginning of 2016. Cotton is
expected to be resilient on current price level and may have upward
movement in prices in 2017. Higher cotton price is beneficial to
the demand of linen yarn as the price gap will be further narrowed.
The trend of environment-friendliness and the use of natural fibers
has been set. Linen yarn as one of the most environmentally-friendly
fibers, will surely benefit from this trend and we are confident in the
demand for linen yarn in the coming years.

The new industrial hemp and linen yarn factory in Heilongjiang, with
a designed annual production capacity of 5,000 tonnes of yarn, has
commenced construction in 2016 and is expected to commence
production in the third quarter of 2017. It is also the Group’s maiden
attempt to explore the industrial hemp yarn market.
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Management Discussion and Analysis

The Ethiopia project has a planned site area of approximately
300,000 square metres and will be constructed in phases. The first
phase will have a production capacity of 5,000 tonnes of regular
linen yarn and is expected to commence trial production in 2018.

Going forward, leveraging its headquarters 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 with a population of 1.3 billion in 2017. 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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Directors and Senior Management

ESREREERE

CHAIRMAN AND EXECUTIVE DIRECTOR

| Mr. Ren Weiming (E4£87) , aged 57, 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 textile 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 Bank of Jiaxing Co., Ltd and Huitong Financial Leasing
(Shanghai) Co., Ltd..

EXECUTIVE DIRECTOR

Mr. Shen Yueming (JLE283) , aged 55, is an executive Director. Mr.
Shen is the director and general manager of Zhejiang Jinyuan and
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 Kingdom Creative and Huitong Financial Leasing
(Shanghai) Co., Ltd. Mr. Shen joined the Group in March 2003.
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Directors and Senior Management

EXECUTIVE DIRECTOR
Mr. Zhang Hongwen (5R%630) ,
Mr. Zhang is the director and financial controller of Zhejiang Jinyuan

aged 50, is an executive Director.

and Jiangsu Jinyuan. He is also a director of Kingdom Creative,
Zhejiang Yuyuan Photovoltaic Co., Ltd., Mega East Investment Limited
and Huitong Financial Leasing (Shanghai) Co., Ltd. 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.

EXECUTIVE DIRECTOR

Ms. Shen Hong (J£7%) , aged 50, is an executive Director. Ms. Shen
is the assistant management controller of the Group. She completed
her professional accounting studies at Zhejiang Long March Finance
School in the People’s Republic of China in July 1994 and has more
than 20 years of experience in finance-related area. Ms. Shen is a
director of Kingdom Creative. Before joining the Group in March
2003, she worked in Kingdom Creative as the head of finance
management department.

NON-EXECUTIVE DIRECTOR
Mr. Ngan Kam Wai Albert (EE& &) ,
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

aged 67, is a non-executive

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 as the 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 the 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. He is also a
director of Huitong Financial Leasing (Shanghai) Co., Ltd.
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Directors and Senior Management

ESREREERE

' INDEPENDENT NON-EXECUTIVE DIRECTOR
| Mr. Lau Ying Kit (2IZ24£) , aged 43, 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), and
China Wood Optimization (Holding) Limited (Stock Code: 1885),
companies listed on the Main Board of the Stock Exchange. He is also
a director of Adex Mining Inc. (Stock Code: ade), a 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.

INDEPENDENT NON-EXECUTIVE DIRECTOR

Mr. Lo Kwong Shun Wilson (/15 ) , aged 43, 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 a deputy general manager 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 Smart Community
Co., Ltd. (Stock Code: 1280), companies listed on the Main Board
of the Stock Exchange. Mr. Lo also has three years of experience
in the field of auditing and accounting. Mr. Lo is a member of the
American Institute of Certified Public Accountants and a member of
the Hong Kong Institute of Certified Public Accountants. He obtained
his bachelor’s degree in commerce from the University of British
Columbia in Canada in 1995. He joined the Group in May 2010.
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Directors and Senior Management

INDEPENDENT NON-EXECUTIVE DIRECTOR

Mr. Yan Jianmiao (B3 # ), aged 51, has been appointed as an
independent non-executive Director at the conclusion of the annual
general meeting on 30 May 2016. Mr. Yan is currently a director
and professor of Department of International Economics of Zhejiang
University (“ZJU"), a director of China Society of World Economics
(CSWE), an executive director of Zhejiang International Economics
and Trade Association, an academic counselor of Hangzhou WTO
consulting center and a researcher of the Center for Research of
Private Economy (CRPE) of ZJU. Prior to holding these positions,
Mr. Yan served as a deputy director in Department of International
Trade of Hangzhou University. Mr. Yan was an independent director
of Hundsun Technologies Inc. (Stock Code: 600570), a company
listed on the Shanghai Stock Exchange, from March 2010 to October
2014. He is currently an independent director of TC Medical Co. Ltd
(Stock Code: 600763), and Zhejiang Xinan Chemical Industrial Group
Co. Ltd (Stock Code: 600596), both listed on the Shanghai Stock
Exchange. Mr. Yan graduated from Hangzhou University in 1985 with
a Bachelor of Economics degree. He obtained a master degree in
economics from the Shanghai Academy of Social Sciences in 1988.
Mr. Yan was a senior visiting scholar of Le Havre Business School in
France in 1997 and obtained a PhD in Economics from ZJU in 2005.

SENIOR MANAGEMENT

Mr. Chan Yan Kwan Andy (BRIZ%F ), aged 48, 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. From
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 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 the Ivey
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.
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Report of the Directors

ESERE

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 2016 (the “Year”).

PRINCIPAL ACTIVITIES

| The Company is an investment holding company. The activities of its

principal subsidiaries are set out in note 1 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 74.

BUSINESS REVIEW

The business review of the Group for the Year is set out in the sections
and “Management Discussion
and Analysis” on pages 4 to 5 and pages 9 to 23 respectively of
this annual report. There have been no major events affecting the

headed “Chairman’s Statement”

Group that have occurred since the end of the Year. An indication
of likely future developments in the Group’s business can be found
in the sections headed “Chairman’s Statement” and “Management
Discussion and Analysis” of this annual report.

An analysis of the Group’s performance using financial key
performance indicators is provided in the Five Year Financial
Summary on page 8 and Financial Review sections from pages 15 to
20 respectively of this annual report.

The Group is committed to supporting the environmental
sustainability. In the pursuit of excellent operating results, the Group
also puts a lot of effort into sustainable development. For example,
Kingdom factories proactively adopt all kinds of environmental
protection and energy conservation equipment, such as re-modelling
of energy consuming equipment and installing production monitoring
systems, so as to maximise the reduction in energy consumption.

For details of the Group’s performance on environmental, social
and governance (“ESG”) aspects including relationships with various
stakeholders and compliance with relevant laws and regulations that
have a significant impact on the Group, please refer to the Group's
separate ESG report for the Year.
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DIVIDEND

At a meeting of the Board held on 17 March 2017, the Board
recommended the payment of a final dividend of HK5.0 cents per
ordinary share of the Company for the Year. The proposed final
dividend, if approved by the shareholders at the forthcoming annual
general meeting of the Company, will be paid on or before 7 July
2017 to the shareholders whose names appear on the register of
members of the Company on 9 June 2017.

None of the shareholders has waived or agreed to waive any
dividend.

RESERVES

Movements in the reserves of the Group during the Year are set out in
the consolidated statement of changes in equity on page 78.

DISTRIBUTABLE RESERVES

As at 31 December 2016, the Company’s distributable
reserves calculated under the Companies Law of the Cayman
Islands amounted to RMB641,168,000 (31 December 2015:
RMB642,020,000).

DONATIONS

Charitable and other donations made by the Group during the Year
amounted to approximately RMB102,000 (31 December 2015:
RMB474,000).

SHARE CAPITAL
Details of the movements in the share capital of the Group are set out
in note 26 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 8.

PROPERTY, PLANT AND EQUIPMENT

During the Year, the Group acquired property, plant and equipment
of approximately RMB129,274,000. Details of the movements are set
out in note 13 to the financial statements.
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DIRECTORS

| During the Year and up to the date of this report, the Directors were:

Executive Directors
Mr. Ren Weiming (Chairman)

| Mr. Shen Yueming

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

Non-executive Directors

Mr. Ngan Kam Wai Albert

Mr. Tse Mark Chau Shing (resigned on 18 March 2016
and became effective from 30 June 2016)

Independent non-executive Directors

Mr. Yang Donghui (retired at the conclusion of
annual general meeting on 30 May 2016)

Mr. Lau Ying Kit

Mr. Lo Kwong Shun Wilson

Mr. Yan Jianmiao (appointed on 30 May 2016)

Pursuant to article 87 of the Articles of Association (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 be eligible
for re-election. In accordance with article 87 of the Articles, Mr.
Ren Weiming, Mr. Shen Yueming and Mr. Ngan Kam Wai Albert
shall retire from office by rotation at the forthcoming annual general
meeting. All retiring Directors, being eligible, will offer themselves for
re-election as Directors at the forthcoming annual general meeting.
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As Mr. Lau Ying Kit had been serving as an independent non-
executive Director for nine years in November 2015, pursuant to
Code provision A.4.3 of Corporate Governance Code (the “Code”)
as set out in Appendix 14 to the Rules Governing the Listing of the
Securities on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”), his further appointment should be subject to a separate
resolution to be approved by shareholders. Mr. Lau was re-elected as
an independent non-executive Director at the annual general meeting
of the Company held on 18 May 2015 pursuant to the requirement of
code provision A.4.3 of the Code.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors has any unexpired service contract with the
Group which is not terminable within one year without payment of
compensation, other than normal statutory compensation.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF SIGNIFICANCE
No transactions, arrangements or contracts of significance in relation
to the Group’s business to which the Company or its subsidiaries
was a party and in which a Director has a material interest, whether
directly or indirectly, subsisted at the end of the Year or at any
time during the Year except as disclosed under the section headed
“Connected Transactions” below and note 31 to the financial
statements.

INDEPENDENCE OF THE INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has received from each of its independent non-
executive Director 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.
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' PERMITTED INDEMNITY AND INSURANCE

| Pursuant to the Articles, every Director or other officer of the

Company shall be entitled to be indemnified and secured harmless

| out of the assets and profits of the Company from and against all

actions, costs, charges, losses, damages and expenses which he/she

| may sustain or incur in or about the execution of the duties of his/her

office or otherwise in relation thereto; provided that such indemnity
shall not extend to any matter in respect of any fraud or dishonesty
which may attach to any of said persons. The Company has arranged
appropriate directors’ and officers” liability insurance cover in respect
of legal action against the directors and officers of the Group.

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.

The remunerations of the senior management of the Company, during
the Year fall within the following bands:

RMBO - RMB1,500,000 AR®orE AR®1,500,0007T

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Brief biographical details of the Directors and senior management are
set out on pages 26 to 29.
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DIRECTORS’ AND CHIEF EXECUTIVES” INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2016, the Directors and their associates had the
following interests in the shares, underlying shares and debentures
of the Company and its associated corporations (within the meaning
of the SFO, which were recorded or required to be recorded in
the register required to be kept under Section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) as set out in Appendix 10 to the Listing
Rules:

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

Report of the Directors
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EERESTHASRRG HERGR

EEHEANERRKXE

RIB-RET_A=+—H EFLEFNH
BARAKRRARREMBRZE (EELBZHFRYE
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Ordinary shares of HK$0.01 each

BREMEIETEER
Approximately
Total percentage of
Personal Corporate number of issued share
Name of Director EEpE interests interests Shares held capital (%)
(Note 1)
EERITRA
AR SEER  FREROEE  BREIL%
(Hit1)
Mr. Ren Weiming ERAEE 12,072,000 290,244,000 302,316,000 48.01
(Note 2)
(Hit2)
Mr. Ngan Kam Wai Albert BeEEE 418,000 67,000,000 67,418,000 10.71
(Note 3)
(Hat3)
Ms. Shen Hong BT 424,000 - 424,000 0.07
Notes: Bt :
1. The Shares are registered under the names of the Directors who are the 1. ZERN A EAEXRENE SNBSS B

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

3. Mr. Ngan Kam Wai Albert and Ms. Ngan Chan Kattie Sau Kat, the
spouse of Mr. Ngan, 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.
10.29%, held by Millionfull International and 2,200,000 Shares, i.e.
0.35%, held by Millionfull Company Limited.

Share options
During the Year, no share options were granted to the Directors or any
of their associates.

Save as disclosed above, as at 31 December 2016, 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
SHAREHOLDERS

So far as is known to any Director, as at 31 December 2016, the
following persons, other than a Director or chief executive of the
Company, had interests or short positions in the shares or underlying
shares of the Company which were recorded or required to be
recorded in the register required to be kept under Section 336 of the
SFO:

Long positions in Shares

Name of Shareholder Capacity

BREMH 545

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

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

BamlEA A

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

Millionfull International Co., Ltd. EniEE A
(IMillionfull International ) (#75#2)

Notes:

1. Kingdom Investment (BVI) is owned as to 76.38% by Mr. Ren Weiming,

an executive Director and substantial shareholder of the Company.

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

Save as disclosed above, as at 31 December 2016, 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.

Beneficial owner

Beneficial owner
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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 “Old Scheme”).

| A new share option scheme (the “New Scheme”) with shareholders’

approval at the annual general meeting held on 30 May 2016 was
adopted on the same date.

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

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

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

Options carrying rights to subscribe for a maximum of 22,250,000
shares were granted on 24 August 2015 (the “Date of Grant”) and
remained outstanding under the Old Scheme as at 31 December
2016 with details as follows:
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Number of Shares issuable under the options

BRESROHIRTROAE
Exercise Granted  Exercised  Forfeited  Cancelled
price per Asat  during the  during the  during the  during the Asat  Exercise
Grantees Date of Grant share  1/1/2016 year year year year 31/12/2016  period
R®
R® ZE-RE
BR —B-RF +=A
ERA R AH 1EE -A-B FaRH FrTE FARR FrE® =t-8  TEH
HK$
B
Employees of the Group 24/08/2015 2.0 7,250,000 - - - (1,500,000) 5,750,000  note 7
in aggregate
REEEE R “Z-RE/\AZ+M@mA it
Supplier 24/08/2015 2.0 2,500,000 - - - - 2,500,000 note 1
RER “E2-RE/\AZ+WmA i3]
Sales agents 24/08/2015 2.0 8,000,000 - - - - 8,000,000 note 7
HERE “2-nF/\AZ+MWmA i3]
Business consultants 24/08/2015 2.0 4,500,000 - - - (4,500,000) - note']
XBER “E2-RE/\AZ+MmA iz
Total & & 22,250,000 - - - (6,000,000) 16,250,000
Note 1: Hratn -

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

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

(i) the remaining Share Options granted shall be vested and exercisable
at any time after the expiration of twenty-four (24) months from the
Date of Grant.
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Of which, Share Options carrying rights to subscribe for 4,875,000
shares have been vested and become exercisable at an exercise price
of HK$2.00 per share.

No Share Option under the Old Scheme was exercised during the

| Year. No option was granted or exercised under the New Scheme

during the Year.

SHARE AWARD PLAN

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

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

No Share was acquired by the Trustee during the Year.

Subsequent to the Year and up to the date of this report, the Trustee
had purchased an aggregate of 9,964,000 Shares on the market
to hold on trust for the selected persons pursuant to the terms and
conditions of the Share Award Plan rules and the trust deed. No
Shares have been awarded to selected persons pursuant to the Share
Award Plan. The Board will constantly review and determine at its
absolute discretion such number of Awarded Shares to be awarded
to the selected persons under the Share Award Plan with such vesting
conditions as the Board may deem appropriate.
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CONTROLLING SHAREHOLDERS” INTERESTS IN
CONTRACT OF SIGNIFICANCE

No contracts of significance have been entered into between the
Company or any of its subsidiaries and any controlling shareholder or
any of its subsidiaries during the Year.

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.

MAJOR CUSTOMERS AND SUPPLIERS

During the Year, sales to the Group's five largest customers accounted
for approximately 22.0% of the Group’s total sales for the Year and
sales to the Group’s largest customer accounted for approximately
6.9% of the Group’s total sales for the Year. Purchases from the
Group's five largest suppliers accounted for approximately 61.6%
of the Group’s total purchases for the Year and purchase from the
Group's largest supplier accounted for approximately 24.5% of the
Group's total purchases for the Year.

None of the Directors, their close 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, the Group entered into the following continuing
connected transactions with its connected persons. The transactions
constituted “continuing connected transactions” for the Company
under the Listing Rules.

Lease agreements

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 Weiming 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 the
Group's office, for a term from 1 January 2015 to 31 December 2017
at an annual rental of RMB200,000.
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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 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.

Save as disclosed in note 31 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.

BANK LOANS AND OTHER BORROWINGS
Particulars of bank loans and other borrowings of the Group as at 31
December 2016 are set out in note 25 to the financial statements.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SHARES

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

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.

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 2016, 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.

Mr. Ren Weiming (“Mr. Ren”) 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”). 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
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" 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.

CORPORATE STRATEGY AND LONG TERM BUSINESS
MODEL

The Company strives to be one of the largest linen yarn manufacturers
in the world through its commitment to sustainable development and
technical innovation, developing proprietary intellectual property
rights, branding of products and pursuing 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 48 to 65.
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CLOSURE OF REGISTER OF MEMBERS

In order to determine who are entitled to attend and vote at the
forthcoming annual general meeting, the register of members of
the Company will be closed from 22 May 2017 to 26 May 2017,
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 19 May 2017.

In order to determine who are entitled to the proposed final dividend
(subject to approval by the shareholders at the forthcoming annual
general meeting), the register of members of the Company will be
closed from 8 June 2017 to 9 June 2017, 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 7 June 2017. The proposed
final dividend, subject to shareholders” approval at the forthcoming
annual general meeting, will be paid to shareholders on or before
7 July 2017 whose names appear on the register of members of the
Company at the close of business on 9 June 2017.

AUDITORS

Ernst & Young will retire and a resolution for their re-appointment as
auditors of the Company will be proposed at the forthcoming annual
general meeting. The Company has not changed its auditors in the
preceding three years.

On behalf of the Board

Ren Weiming
Chairman
Haiyan County, the PRC, 17 March 2017
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ERERRE

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. The Company’s
corporate governance practices are based on the principles and code
provisions as set out in the Corporate Governance Code (the “Code”)
contained in Appendix 14 to the Listing Rules.

In the opinion of the Directors, save for the deviations to code
provisions A.2.1 and A.4.3 as disclosed below, the Company has
complied with the applicable code provisions as set out in the Code
contained in Appendix 14 to the Listing Rules throughout the Year.

Code Provision A.2.1

Under code provision A.2.1 of the Code, the roles of the Chairman
and chief executive officer of the Company should be 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 Weiming, who acts as the Chairman of the Company, is also
responsible for overseeing the general operations of the Group.

The Board will meet regularly to consider major matters affecting
the operations of the Company. Given the nature and extent of the
Group's operation and Mr. Ren’s extensive experience in the industry,
the Board considers that this structure will not impair the balance
of power and authority between the Board and the management of
the Company and is conducive to strong and consistent leadership,
enabling the Company to operate efficiently.

Code Provision A.4.3

Mr. Lau Ying Kit had been serving as an independent non-executive
Director for nine years in November 2015. Pursuant to code
provision A.4.3 of the Code, if an independent non-executive
director has served the Company for more than nine years, his/
her appointment could be relevant to the determination of his/her
independence, and his/her 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 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 an 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 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 has served the
Company for more than nine years.

Mr. Lau was re-elected as an independent non-executive Director at
the annual general meeting of the Company held on 18 May 2015
pursuant to the requirement of code provision A.4.3 of the Code.
For further details, please refer to the shareholders” circular and poll
results announcement of the Company dated 15 April 2015 and 18
May 2015, respectively.

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
and devised its own code of conduct regarding Directors’ dealings in
the Company’s securities 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 2016 and up to the date of this annual
report.
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' THE BOARD

| The Board consists of eight Directors, four of whom are executive

Directors, one of whom is non-executive Director and three of whom
are independent non-executive Directors. The functions and duties
conferred on the Board include: overseeing the Group’s businesses,

| strategic decisions and performance, promoting the success of

the Company by directing and supervising its affairs, 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.

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.
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AN - R -~ SN2

TEERBSE
The composition of the Board and attendance of individual Directors HREBEFN EESHERKNELFENESHFEE
at meetings of the Board, the Remuneration Committee, the Audit =€ ¥MEE S FEXZESRRELZESER
Committee and the Nomination Committee during the Year under — HYIERIAT :

review are as follows:

Relevant Meetings Attended/Held

HE/BITHEEEE
Remuneration Audit  Nomination
Board Committee Committee Committee
EXg FHzEe ENRZEE REEEES
Directors =
Executive Directors BITES
Mr. Ren Weiming (Chairman of the Board) THAEE (EESEE) 6/6
Mr. Shen Yueming ILEREA S 6/6 2/2
Mr. Zhang Hongwen @EF%Y%E 6/6 7
Ms. Shen Hong MBLLE (R-F—RF
(appointed on 18 March 2016 and =A+NR ?%éff
became effective on 22 March 2016) VTHRZE—RF
ZAZHZAER) 5/5
Non-executive Directors FBTES
Mr. Ngan Kam Wai Albert BeELE 6/6
Mr. Tse Mark Chau Shing AEBELE (RZT—RF
(resigned on 18 March 2016 and ZATN\HEE
became effective on 30 June 2016) VTHRZE—RF
NA=ZTEEXN) 313
Independent non-executive Directors BUFHTES
Mr. Yang Donghui BRELE
(retired at the conclusion of (RZFE—RFRA=1H
the annual general meeting on 30 May 2016) ~ FERREEF RS L& RE
RIE) 2/3 171
Mr. Lau Ying Kit Bl
(Chairman of the Audit Committee) (FRZESTE) 6/6 22 22
Mr. Lo Kwong Shun Wilson BEERL
(Chairman of the Nomination Committee) (1BEZRELE) 6/6 1/1 212 212
Mr. Yan Jianmiao (appointed and BRELE (RZT—RF
became effective on 30 May 2016) IA=THEZEIEX)
(Chairman of the Remuneration Committee) (FWZEe L) 3/3 11 11

Kingdom Holdings Limited £ZZKEMR AT
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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 26 to 29 of this annual report. Save as otherwise disclosed,
there is no relationship (including financial, business, family or other
material relationship) between any members of the Board.

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, 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 written 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 is eligible for re-election. In accordance with article
87 of the Articles, Mr. Ren Weiming, Mr. Shen Yueming and Mr. Ngan
Kam Wai Albert shall retire from office by rotation at the forthcoming
annual general meeting. All retiring Directors being eligible, will offer
themselves for re-election as Directors at the forthcoming annual
general meeting.

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 68 to 73 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.

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 (Cap. 622) 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.
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| 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 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 Weiming, who acts as the Chairman of the
Company, is also responsible for overseeing the general operations of
the Group. The Board will meet regularly to consider major matters
affecting the operations of the Company. 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

Mr. Ngan Kam Wai Albert, a non-executive Director, has renewed his
service agreement with the Company for a term of three years, with
the same terms commencing on 1 January 2016. Mr. Tse Mark Chau
Shing tendered his resignation as a non-executive Director of the
Company on 18 March 2016, and the resignation took effect from 30
June 2016.

Mr. Lo Kwong Shun Wilson and Mr. Lau Ying Kit, independent non-
executive Directors, have renewed their appointments with the
Company with the same terms for another three years from 1 January
2016. Mr. Yang Donghui (“Mr. Yang”) elected not to offer himself
for re-election and retired at the conclusion of the annual general
meeting held on 30 May 2016. Mr. Yan Jianmiao was nominated
as an independent non-executive Director in place of Mr. Yang for
shareholders” approval at the same annual general meeting. Mr. Yan
was appointed as an independent non-executive Director with effect
from 30 May 2016. Mr. Yan has entered into a letter of appointment
with the Company for three years with similar terms as other
independent non-executive Directors effective from 30 May 2016.
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DIRECTORS’ CONTINUOUS TRAINING AND
DEVELOPMENT

During the Year, 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 arranged a director’s training on corporate governance,
with an emphasis on the roles, functions and duties of a director of a
listed company for Directors’ continuous professional development
during the Year. All Directors attended the training.

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 them. During
the Year, no claim had been made against the Directors and officers of
the Company.

COMPANY SECRETARY

During the Year, Mr. Chan Yan Kwan Andy, the company secretary
of the Company during the year under review, attended relevant
professional training for not less than 15 hours.

BOARD COMMITTEES

The Board has established three committees, namely, the Audit
Committee, the Remuneration Committee and the Nomination
Committee, for overseeing particular aspects of the Company’s affairs.
All Board committees of the Company are established with defined
written terms of reference. The terms of reference of the Board
committees are posted on the Company’s website and the Stock
Exchange’s website and are available to shareholders upon request.

The majority of the members of each Board committee are
independent non-executive Directors and the list of the Chairman
and members of each Board committee is set out under “Corporate
Information” on page 2 of this annual report.
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REMUNERATION COMMITTEE

| The Remuneration Committee has adopted written terms of

reference prepared by reference to the requirements under the
code provision B.1.2 of the Code. The primary functions of the
Remuneration Committee are to consider and recommend 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 Hongwen, Mr. Yan
Jianmiao (Chairman of the Remuneration Committee) and Mr. Lo
Kwong Shun Wilson.

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’s remuneration.

One Remuneration Committee meeting was held during the
Year. At the meeting, the Remuneration Committee reviewed the
remuneration policies of the Directors and the senior management.
The attendance record of each member of the Remuneration
Committee at the said meeting is set out in the table below:

Name of Directors BEEHS

Mr. Zhang Hongwen RIBX KA

Mr. Yan Jianmiao (Chairman) BRERSKE (£/E)
Mr. Lo Kwong Shun Wilson BEERE

NOMINATION COMMITTEE

The Nomination Committee has adopted written terms of reference
prepared by reference to the requirements under the code provision
A.5.2 of the Code. The primary functions of the Nomination
Committee are to review the Board diversity policy and to make
recommendations to the Board on the appointment or reappointment
of Directors and succession planning for Directors, based on skills,
knowledge and experience, to complement the Company’s corporate
strategy. The Nomination Committee comprises one executive
Director and two independent non-executive Directors, namely Mr.
Shen Yueming, Mr. Lau Ying Kit and Mr. Lo Kwong Shun Wilson
(Chairman of the Nomination Committee).
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Two meetings were held during the Year. At the meetings, the
Nomination Committee discussed the changes of the Directors, and
reviewed the structure, size and composition of the Board and the
Board diversity policy. The attendance record of each member of the
Nomination Committee at the said meetings is set out in the table
below:

Name of Directors Exns

Mr. Shen Yueming TLERBA ST

Mr. Lau Ying Kit B L L

Mr. Lo Kwong Shun Wilson (Chairman) BEGRE(ZE)

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.

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
## MBITRER Fie
REN Weiming Yes 57
T4 ) 57
SHEN Yueming Yes 55
7k B B ) 55
ZHANG Hongwen Yes 50
SR/ X ) 50
SHEN Hong Yes 50
ks ) 50
NGAN Kam Wai Albert Yes 67
BT E ) 67
LAU Ying Kit No 43
el & 43
LO Kwong Shun Wilson No 43
BEE & 43
YAN Jianmiao No 51
BEm & 51
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Gender Association
4 51 EERHBETSEIRE
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£ A

Male No
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Male No
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Male No
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CEEARE

" 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.

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, risk management 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 and performing the corporate
governance duties as below:

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

. 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);

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.
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The Audit Committee consists of three members, namely Mr. Lau Ying
Kit, Mr. Lo Kwong Shun Wilson and Mr. Yan Jianmiao, all of whom
are independent non-executive Directors. Mr. Yan Jianmiao was
appointed on 30 May 2016 to replace Mr. Yang Donghui who retired
at the conclusion of the annual general meeting on the same day.
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, the Audit Committee held two meetings. At the
meetings, the Audit Committee reviewed the final results of 2015
and interim results of 2016 with the external auditors and also the
effectiveness of the Group’s internal control functions. The attendance
record of each member of the Audit Committee at the said meetings is
set out in the table below:

TRER®E

ERZESR=_RKEENR DR ABIEMLE
BEEREREZELSE 2BBUIFRTES-
BREERER T R"FLA=-THEZE &
BRRABERRBFAGHERFRINGRIESL
E-RETFERAEEEXRERRERMBIE
BRELBRZERBERZERER-

FRN BERZEGABRTRMASHE -REFEL &
ZEEQEIMRBMAREHN _—_FT—RFNHE
FREER T -ANEFNFHRELE URAEEN
NEPEEBEENR Y - EERZBEKER it
SHRNLFELHEEN TR

Attendance/Number of Meetings

Name of Directors BEEpnE HEERRE
Mr. Lau Ying Kit (Chairman) BIRBERE () 2/2
Mr. Lo Kwong Shun Wilson BEERE 2/2
Mr. Yang Donghui BRESRE
(retired at the conclusion of (RZE—-RFRhHA=1+H
the annual general meeting on ERREFRGERKRE)
30 May 2016) N1

EEELE (RZZT—X
AA=+BHEZE)

Mr. Yan Jianmiao
(appointed on 30 May 2016)

During the Year, the Audit Committee also reviewed the Company’s
corporate governance policies and practices, training and continuous
professional development of Directors and senior management, the
Company’s policies and practices on compliance with legal and
regulatory requirements, internal control and risk management, the
compliance with the Model Code, and the Company’s compliance
with the Code and disclosures in this Corporate Governance Report.

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.
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EEERBE

| INTERNAL CONTROL AND RISK MANAGEMENT

| The Company has in place sound and effective internal controls to

safeguard shareholders” investment and assets of the Company and
its subsidiaries. The Audit Committee is entrusted by the Board to
monitor the effectiveness of the Company’s internal control and risk

| management systems on an ongoing basis so as to ensure that the

internal control and risk management systems in place, including the
resources, staff qualifications and experience, training programmes,
accounting, internal audit, compliance and financial reporting
functions of the Company are adequate.

The Company has established written policies and procedures
applicable to all operating units to ensure the effectiveness of internal
controls. The Company also has a process for identifying, evaluating
and managing significant risks associated with the achievement of its
operational objective. The day-to-day operation of the Company 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/Audit Committee. 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 Company has established an optimized risk management and
internal control system consisting of the Board, Audit Committee,
management team, internal control and all departments of the
Company. In respect of risk management and internal control, all
departments of the Company are the first line of defence, the internal
control and management team are the second line of defence and
the Audit Committee under the Board are the third line of defence.
The Board is ultimately responsible for the development of a sound
risk management and internal control system of the Company and
the effective implementation of risk management, and is the highest
decision-making authority for risk management and internal control
of the Company.

60

2016 Annual Report — & — XFEERH

B EE 2 K B B B 3R

ARBRARIF RAMHONIELE - RERIRIZE
ARARBINENBARNEE BEREZEEXE
EEZR BEERARFAREZEMEREIER
BER) PR AT REAR AN X R A 1T 19 HB L 1 K L B
ERRG BREANER BTERKKER 18
JIET &l &5 ABERT SR LM R RBEE

ARREHIEERRABELEENMEEBRE R
B BRAEBEEIERI R - NA R INE # A - 7T
EREREEREERFRAENEARRNIER
ARAINBEELERNEZFEBAIEPT HEXSE
FIMTRARRAEETHE YEABRRETESRS
S EBREZEEHENBE AR R TRRE A
ERERSRY MREEATE NEHEEZLDT

P A IR o

ARRERIEBERREE RN RPEITE R
ETEREFE BENZES BEEEK AFE
ERARNFIABEFT EREREIE R ARBEE
ARBIFAARFA RS B & REEEREE
BRRFE_BhHR MEFSE TNEXLZES
AlAmE—ENR - EFeRRAEER A2
T B LB TR K N R B R R ATA R B R E 1T AR
EE UAARAAREERABEZNRDIR
RAEN -




Corporate Governance Report

The primary objective of risk management is to have all the business
risks effectively identified, measured, analysed and controlled, such
as having them measured against defined limits, monitored, reported
and managed (including mitigation of risks), followed by the pursuit
of business development on the premise of keeping risks in check.
Such systems are designed to manage rather than eliminate the
risk of failure to achieve business objectives, and can only provide
reasonable and not absolute assurance against material misstatement
or loss.

During the year, the Group appointed the advisory team of Ernst &
Young to review and assess its compliance control, risk assessment
management system and key business processes internal control
system. The review covered parts of the system including risks,
operational, financial and compliance controls.

The Audit Committee conducted a review and assessment of the
effectiveness of the Company’s internal control systems twice during
the Year including financial, operational and compliance controls and
risk management.

During the Year, the Company scrutinized and identified potential
risks associated with its corporate structure and business operation by
executing basic risk management procedures in all key operations.
A risk register of the Company was established to gain substantial
information on its overall risk characteristics, providing a solid
foundation for risk management and internal control.

The Company conducted an analysis and assessment on the identified
risks based on their possibility and influence, so as to determine the
risk levels and identify the significant risks faced by the Company.
A summary of key risks identified from the perspective of global
economy, industry and company level was reviewed and discussed
by the Audit Committee and the Board.

Based on review of the results of risk management and internal
control, no material failure or weakness was found in respect of
risk monitoring during the Year. The management procedures of
financial reports and information disclosure of the Company is in
compliance with the Listing Rules. The Board considered that the risk
management and internal control of the Company is effective during
the Year and up to date of this report.
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ERERRE

' INSIDE INFORMATION

With respect to procedures and internal controls for the handling
and dissemination of inside information, the Company is aware of its
obligations under Chapter 13 of the Listing Rules and the Securities

| and Futures Ordinance and the overriding principle that inside

information of the Company should be announced immediately. The
Company reviews from time to time its internal guidelines on inside
information or potentially price sensitive information with reference
to its own and industry circumstances and the Guide on Disclosure of
Inside Information issued by the Securities and Futures Commission.

The Company’s policy contains a strict prohibition on unauthorised
use of confidential or inside information. The Chairman and the chief
financial officer of the Company are the key spokespersons of the
Company in all external media communications.

The purpose of streamlining the communications of the Group with
the media is to regulate all media communication activities, protect
the interests of the Company and keep inside information strictly
confidential prior to its disclosure.

AUDITORS’ REMUNERATION
During the Year, the remuneration paid to the Company’s external
auditors, Ernst & Young, is set out as follows:

Service rendered 1209 AR 75
Audit Services BRI
Tax services W% AR
Consultancy services R R 75

The responsibilities of the external auditors with respect to the 2016
financial statements are set out in the section headed “Independent
Auditors” Report” on pages 68 to 73. 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.
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SHAREHOLDERS’ RIGHTS

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.

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 two 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.
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ERERRE

o 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.

(ii) 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.
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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. An up-to-date
version of the Company’s Articles is also available on the Company’s
website.

CONTACT DETAILS

Shareholders may send their enquiries or requests as mentioned
above to the following:

Address: Kingdom Holdings Limited
Level 54 Hopwell Centre,
183 Queen’s Road East, Hong Kong
(For the attention of the Board of Directors)
Fax: +852 3628 2284
Email: ir@kingdom-china.com
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
1 3 % BT R

et
EY:x

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

OPINION

We have audited the consolidated financial statements of Kingdom
Holdings Limited (the “Company”) and its subsidiaries (the “Group”)
set out on pages 74 to 184, which comprise the consolidated
statement of financial position as at 31 December 2016, 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 notes to the consolidated financial statements, including a
summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2016, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with International Financial Reporting Standards issued by the
International Accounting Standards Board and have been properly
prepared in compliance with the disclosure requirements of the Hong
Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards
on Auditing (“HKSAs”) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”). Our responsibilities under those
standards are further described in the Auditor’s responsibilities for the
audit of the consolidated financial statements section of our report.
We are independent of the Group in accordance with the Code of
Ethics for Professional Accountants (the “Code”) issued by the Hong
Kong Institute of Certified Public Accountants, and we have fulfilled
our other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.
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Independent Auditors’ Report

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters. For each matter
below, our description of how our audit addressed the matter is
provided in that context.

We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the consolidated financial statements
section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures
designed to respond to our assessment of the risks of material
misstatement of the consolidated financial statements. The results of
our audit procedures, including the procedures performed to address
the matters below, provide the basis for our audit opinion on the

B ZBERE

BRREITEE

FARET FEERERMNERHAE - R RE A
BHMBHREERNETR/EEZNSTH ELFHE
ERMBAERBASHVBRRREAERRET
BRI BMATEHELFTREREBNER K
P98 TNl T — SRR T RO EH L1
R RE = -

BPEKEIT T NS (KM BT & G
WEAENEE] BOMENEL BREEGEES
AR R T - AR RAINET TERREAT
RIELHE S G TS 3R R M E R EE R PR L L B T
RETHIEFF - BMITEAEFNGER  BHEEY
T EIBPTAITHRF - A B REMN A& 6F 1 15 3
RERBABERIEGH T ER-

accompanying consolidated financial statements.

Key audit matter

HAEEITEE

How our audit addressed the key audit matter

REREFTHERNMESH

Assessment on impairment for long-lived assets

RRTEE 7 6 (B A1

As at 31 December 2016, the carrying amount of property,
plant and equipment, prepaid land lease payments and
intangible assets was RMB676 million which represented
35% of the Group’s total assets. As the carrying amount
of the Group’s net assets was higher than the Company’s
market capitalization, management performed an
impairment test on its long-lived assets. This assessment
requires management to make certain key assumptions,
such as cash flow projections covering a five-year period,
the future growth rate and the discount rate which are
highly judgemental.
RIZ—RFT-A=1+—0 9% BFE;&E LTl
ERNFENENEENRESE A ARK676,000,000
T BEEREEREERERNS% AN BEREFEEN
FHcHEmRN EARNME HEEECHRMEEL
TTRERNR WREREEBFELE THERER WAF
HIRERETRR ARERRRFBAX - FETH-

The Company provides detail information in note 3 to the
consolidated financial statements.

BERANEHUBHRRMIRHABFIS-

Our audit procedures included assessing and challenging
the key assumptions including those related to future
increases in turnover, expected growth rates and the
discount rates, projection period and disposal values of
the long-lived assets at the end of the projection period
applied. In performing our audit procedures, we involved
our internal valuation specialists to assess the valuation
methodology used and key assumptions applied.

BB EFERFEMNERZTERER SEER
BRABRREROARREXRFEER BHERRRFHF X
BARMEREENLEEBEARE -RNETEAERF
- RAEZEABAEERHEMRAETERERR

We also reviewed historical financial performance of the
business units and compared with the original forecasts to
evaluate the accuracy of management’s budgeting process.
We also evaluated the Company’s disclosures of the
assumptions that have the most significant impact on the
determination of the recoverable amount of its assets.

BATERNSEBELNELMBRR  YERBERIL
B M EE BTN ERERNERE - BT
B BERFRMMKE UETHEEAETKOSBEBRKREA

TENRR-

Kingdom Holdings Limited £Z = KRAR A 7

69



Independent Auditors’ Report
1 3 2% B R

OTHER INFORMATION INCLUDED IN THE ANNUAL
REPORT

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the Annual Report, other than the consolidated financial
statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that
fact. We have nothing to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
the 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.

In preparing the consolidated financial statements, the directors of the
Company are responsible for assessing the Group'’s ability to continue
as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the
directors of the Company either intend to liquidate the Group or to
cease operations or have no realistic alternative but to do so.

The directors of the Company are assisted by the Audit Committee in
discharging their responsibilities for overseeing the Group’s financial
reporting process.
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Independent Auditors’ Report

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. 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.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these
consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional scepticism
throughout the audit. We also:

J Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control.

o Obtain an understanding of internal control relevant to the
audit 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 Group's internal control.

J Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.
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Independent Auditors’ Report
1 3 2% BURD R

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

(continued)

Conclude on the appropriateness of the directors’” use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt
on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related disclosures
in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may
cause the Group to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves
fair presentation.

Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other
matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal

control that we identify during our audit.

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence
and to communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and

where applicable, related safeguards.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

(continued)

Independent Auditors’ Report
B % B RS

RETRBH A S RRARNES

(%)

From the matter communicated with the Audit Committee, we EFEXEE @ /B RAEIER » F FIFETE PHLL =
determine the matter that was of most significance in the audit of BHAHEHMEHRENEIRAEE  AMiE
the consolidated financial statements of the current period and is X Z8 %238 5138 18  Fx PI7E A2 BEM 3R 5 4 it 33 i
therefore the key audit matter. We describe the matter in our auditor's ~ FIH - RIEERER T AT ARBERELEE X
report unless law or regulation precludes public disclosure about EfRmZE RAERT  MARABEHERMBE
the matter or when, in extremely rare circumstances, we determine  F /&R FIHEMK A B HERBBELERN D RFT
that a matter should not be communicated in our report because the % * B MR E T EFE RS B BZEIE

adverse consequences of doing so would reasonably be expected to

outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Philip Leung, Wai Lap.

Ernst & Young

Certified Public Accountants

22/F, CITIC Tower
1 Tim Mei Avenue
Central, Hong Kong

17 March 2017
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Consolidated Statement of Profit or Loss

BpfEER

Year ended 31 December 2016 #HZ =L —NF1+=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 and losses of an
associate

PROFIT BEFORE TAX

Income tax expense
PROFIT FOR THE YEAR

Attributable to:
Owners of the parent
Non-controlling interests

EARNINGS PER SHARE ATTRIBUTABLE
TO ORDINARY EQUITY HOLDERS
OF THE PARENT
Basic

Diluted

A
Fioh=JDN
EH

H Wz NS e

HE R D HMA

TTERFX

H RS

FARS R AR

FE15 — B & 1~ 7]
iR DY E

Bk 50 A 38
PSR
A2

BN 7R B R -
SRAHEE A
FEPEHIMERE 2R

FAREBERES
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2016 2015

—E—RE —E—hF

Note RMB’000 RMB’000
k3 AR TR ARETF T
5 856,243 1,025,403
(704,365) (761,358)

151,878 264,045

5 54,358 12,274
(37,951) (38,687)

(58,968) (55,628)

(643) (4,432)

6 (16,059) (13,236)
- (28)

7 92,615 164,308
10 (22,586) (43,939)
70,029 120,369

66,344 120,369

3,685 -

12 RMBA R#0.117T RMBA R #0.197C
12 RMBA R#0.117T RMBA R #0.197T




Consolidated Statement of Comprehensive Income

EfEEWER

Year ended 31 December 2016 #HZ =L —NF+ I H=+—HIFFE

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
Non-controlling interests

F R

BRERPREN RS
BEMEM K

BEBINRBOEN Z8

FREEBREAE

B TN5IIR B L
BREIEE A
FEFEHI MR

2015

2016
—E—-RE —E—hF
RMB’000 RMB’000
ARBT T ARET T
70,029 120,369
(280) (285)
69,749 120,084
66,064 120,084
3,685 -
69,749 120,084

Kingdom Holdings Limited £Z & RAR A 7
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Consolidated Statement of Financial Position

B Of Bt B AR R 3R

As at 31 December 2016 R-E—XN#E+=-H=+—H

31 December

31 December

2016 2015
—B-REF —E—RF
+=HB=+—H +-A=+—8©
Note RMB’000 RMB’000
it AR® TR ARBTT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment e BN 13 601,537 543,976
Investment properties REWE 14 8,129 2,080
Prepaid land lease payments T iE E TR IR 15 66,283 52,065
Other intangible assets Hih\EE 76 8,137 9,083
Prepayments for equipment RIBTEN FRIA 31,401 13,194
Deferred tax assets EIETRIEE B 17 3,304 5,935
Total non-current assets ERBEEAE 718,791 626,333
CURRENT ASSETS REBEE
Inventories & 18 509,591 340,902
Trade and notes receivables FEUE FBR 3N N R U= R 19 297,964 306,821
Prepayments, deposits and other BRRR - He REAM
receivables FEU R IE 20 44,435 28,226
Derivative financial instruments PTESRT A 21 5,788 =
Pledged deposits EHEAFER 22 74,355 60,351
Cash and cash equivalents Be MBS EEY 22 279,511 237,214
Total current assets RBEEEE 1,211,644 973,514
CURRENT LIABILITIES REBEE
Trade and notes payables e E 5 RR R BN R 23 129,489 98,048
Other payables and accruals Htt N RIBERTRRRE A 24 50,314 51,462
Interest-bearing bank borrowings FRBRITEE 25 531,103 368,033
Derivative financial instruments TESmIA 21 - 2,258
Tax payable FERI AR IR 16,009 23,693
Dividend payable RIS - 187
Total current liabilities mE B EETE 726,915 543,681
NET CURRENT ASSETS REBEEFRE 484,729 429,833
TOTAL ASSETS LESS CURRENT EERERRBAR
LIABILITIES 1,203,520 1,056,166

/6
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Consolidated Statement of Financial Position

B O IR &R

As at 31 December 2016 R-E—N#E+=-HA=+—H

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

Share capital
Reserves

Non-controlling interests

Total equity

Ren Weiming
E49A

Director

EF

Note
k2
EEABERABARE
ERBEE
RIEFRIE B F 17
FTRIRITIEE 25
BB ERSE
BEFE
e
S RRIHA AEEERE
f& A 26
e 28

FEAE I 1A AR

AR

B

31 December

31 December

2016 2015
—E-AF —T—hfF
t=A=+-A FtZ-A=+—H
RMB’000 RMB’000
ARBT R AREFT
1,203,520 1,056,166
16,284 12,188
100,800 -
117,084 12,188
1,086,436 1,043,978
6,329 6,329
1,061,422 1,037,649
1,067,751 1,043,978
18,685 -
1,086,436 1,043,978

Shen Yueming
T BB
Director

EF
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| Consolidated Statement of Changes in Equity

/8

Year ended 31 December 2016 #HZ =L —NF1+=H=+—HIFFE

At 1 January 2015

Profit for the year
Exchange differences on translation of
foreign operations

Total comprehensive income for the year
Stock repurchase

Final 2014 dividend declared
Equity-settled share option arrangements
Transfer from retained profits

At31 December 2015 and 1 January 2016

Profit for the year
Exchange differences on translation of

foreign operations

Total comprehensive income for the year
Acquisition of a subsidiary

Capital injection

Final 2015 dividend declared
Equity-settled share option arrangements

Transfer from retained profits

At31 December 2016

Attributable to owners of the parent

BATHEE AR
Share Non-
Share Share Merger  Statutory option  Exchange  Retained controlling Total
capital  premium reserve reserve reserve reserve profits Total equity equity
BRE FER
BE  RHEE GHEE LAERE e EXRE REEA @it BE RRLE
RMB'000  RMB'000  RMB000  RMB'O00  RMB'000  RMB'000  RMB'000  RMBO00  RMB'000  RMB'000
ARETT ARETR ARETT ARETT ARETT ARETR ARETT ARETT ARETT ARETR
(note26)  (note28)  (note28)  (note28)  (note27)  (note28)  (note 28) (note 28)  (note 28)
(Hiitzs)  (Hi2s)  (Wie)  (Wikes)  (Witzr)  (Wizs)  (Hize) (Hii2s)  (Hii#2s)
R=Z-1E-f-H 6345 273407 196,816 90,382 = (3,069) 397,781 961,662 - 961,662
FREH - - - - - - 120369 120,369 - 120369
BERNERNELZE
- - - - - (285) - (285) - (285)
FREENEEE - - - - - (285 120369 120,084 - 120,084
BERA (16) (2,018) - - - - - (2,034) - (2,034)
BER-Z-MERERE - - - - - - B730)  37,370) - (737
IEREERRER T - - - - 1,636 - = 1,636 = 1,636
ERRREET - - - 16,370 - - (16370) = = =
RZZ-RF+-A=1-H
R=Z-7E-F—H 6329 271389  196,816* 106,752 1636F (3354 464410+ 1,043,978 - 1,043,978
FREF = = - - - - 66,344 66,344 3,685 70,029
BESNERNERE
- - - = = (260) = (260) = (260)
FREANGEE - = = = = (280) 66,344 66,064 3,685 69,749
W -HHEAR - = = - - - - - - -
i\ = = = = = = = = 15,000 15,000
BER-_Z-nEXERE - = = = = - (42667 (42,667) - (42667)
IEREERRER S - - - - 376 = = 376 = 376
ERARBET - - - 5,784 = = (5,784) = = =
RIE-AET-AZ+T-H 6329 271389 196816+  112,536* 20124 (3634F  482,303* 1,067,751 18,685 1,086,436

statement of financial position.

2016 Annual Report =& — XFE&E

These reserve accounts comprise the consolidated reserves of  *
RMB1,061,422,000 (2015: RMB1,037,649,000) in the consolidated

BEFEROITEHI BN IR E G E
A B #1,061,422,000C (—FE—HF . NAR#

1,037,649,0007T ) °



Consolidated Statement of Cash Flows

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before tax

Adjustments for:
Share of profits and losses of an associate
Fair value (gains)/losses on derivative
instruments
— transactions not qualifying as hedges
Equity-settled share option expense
Depreciation
Amortisation of prepaid land lease payments
Amortisation of other intangible assets
Provision for impairment of inventories
(Gains)/Loss on disposal of items of property,
plant and equipment
(Reversal)/impairment of provision for
impairment of trade receivables
Finance costs
Bank interest income

Increase in inventories

(Increase)/decrease in trade and notes
receivables

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

Proceeds from pledged deposits

New pledged deposits

Decrease in derivative financial assets

Decrease in derivative financial liabilities

Increase/(decrease) in trade and notes payables

Decrease in other payables and accruals
Decrease in an amount due to an associate

Cash generated from operations

Interest received

Income tax paid

Net cash flows from operating activities

B RE

B R

Year ended 31 December 2016 #HZ =L —NF+ I H=+—HIFFE

REZHNRERNE
B T A A

SRS BIRIE L AR -

FE 15 —FRIBE & 2 Al M| M e 18

TETAMRREE
(5#8) B8
—TEEREHRNRS

A s A BRI R X

e

£ 30 AH & B FRIR 5

H 8 & B B

F R E# R

HEME BFE M&HEHER
(5#8) B8

FEN B 5 RRBURE
(#BE), B

BT RA

RITH B WA

FEIEM

R E ZEFEEEEE
(4ghn) /m

R e R H bR IR
md (3B n)

B S P 1S 300R

b ARE SRR ET N

TESREERD

TESRAERD

ENEZEFRENER
#hn Cd)

H e BO0R K IR IR B AR

J& A< — PRI Bk 2 2 R SRIRORL

REEENRS

B YIS
B SR

RERHELNREREFH

2016 2015
—E-REF —T—hHF
RMB’000 RMB’000
AR®T T AREF T
92,615 164,308
- 28

(5,788) 2,258
376 1,636
60,137 60,774
2,171 1,327
573 606
4,274 2,366
(1,191) 771
(677) 1,129
16,059 13,236
(2,260) (2,912)
166,289 245,527
(172,963) (46,164)
9,534 (75,028)
(15,904) 16,817
8,540 39,435
(6,017) (18,840)

- 2,244
(2,258) —
31,441 (53,152)
(1,148) (6,130)

- (100)

17,514 104,609
2,260 2,912
(23,543) (45,019)
(3,769) 62,502

Kingdom Holdings Limited £Z & RAR A 7
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Consolidated Statement of Cash Flows

EHRERER

Year ended 31 December 2016 #HZ =L —NF1+=H=+—HIFFE

CASH FLOWS FROM INVESTING ACTIVITIES

Purchases of items of property, plant and
equipment and intangible assets

Prepayments for equipment

Disposal of an associate

Proceeds from disposal of items of property, plant
and equipment

Net cash flows used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Share repurchase

New bank loans

Repayment of bank loans

Proceeds from pledged deposits

New pledged deposits

Interest paid

Dividends paid

Capital contribution from non-controlling
shareholders

Net cash flows from 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

2016 2015
—E—XRE —E—hF
RMB’000 RMB’000
ARET R ARETIT
RETHHRSHE
BEYME WENMREEB
AN BB E (131,769) (57,563)
BN ECE (31,401) (13,194)
& — B &R A - 5,891
HEWE - BENKEEE
F1S 3018 7,816 1,507
KREEESFANBESREFHE (155,354) (63,359)
METHNRERE
EAEE ) - (2,034)
FERITER 903,151 510,710
EBERITER (639,281) (423,552)
BT RA TS HIE (68,338) 29,751
s e B ER 51,811 (41,511)
BEASFIE (17,823) (15,006)
BEfR%E (42,854) (37,187)
FEFERE A R B
15,000 =
BMEERDELENECREFHE 201,666 21,171
ReRRSEEYEMFRE
42,543 20,314
FURERBEEEY 237,214 217,185
R B) & HE (246) (285)
FERRERRLSEEY
279,511 237,214
ReERRESEEBEYNESRIIN
H & RIRTTA 279,511 237,214
BN RFIRE S &
HeZEEY 279,511 237,214
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Notes to Financial Statements

CORPORATE AND GROUP 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

1.

Kong.

Information about subsidiaries
Particulars of the Company’s subsidiaries are as follows:

Name of company

AREH

Overseas Kingdom Limited

Overseas Kingdom Limited

Kingdom Group Holdings Limited
(“Hong Kong Kingdom”)

TEEEERERAR
(IBEeE])

Zhejiang Jinyuan Flax Co., Ltd.

IS TEMERAH

Place and date
of incorporation/
establishment

SRR BB R A

British Virgin Islands (“BVI")
26 July 2006

EBEUHE
ZZERFEAZTRA

Hong Kong, China
10 September 2004
HEEE
—ZTMFEAATH

PRC
18 March 2003

M
—ZT=F=A+N\R

Nominal value of
issued ordinary/
registered

share capital
ERTEER
HE/ ERRE

HK$0.01/HK$500

0.01387T,/50075 1

HK$1,250,000

1,250,000/ 7T

US$43,820,000

43,820,000 7T

Bt 5 AR B

As at 31 December 2016 R-E—N#E+=-HA=+—H

RAREEEFR

SEERERATNTEAFLA=—
AERSRBEMR L AEREBRAT -
ARABRBR-BBAF+=A+-BES
BBARSHERAR (TBRH]) L

AEBEBRELEERHEETMY -

AN B HY 5 9% B R B sk A Cricket Square,
Hutchins Drive, P.O. Box 2681 GT, Grand
Cayman KY1-1111, Cayman Islands : £+ Z
EEMB RGN ER 2R/ AERI83HA M
F54HE o

EREHMEATNER
ARAMBRBFBEAT -

Percentage of equity

attributable to the Company  Principal activities

ARREEREA DL TEER
Direct Indirect
BE G
100% - Investment holding
RERK
- 100%  Investment holding and
trading
RERRLES
- 100%  Manufacture and sale of
linen yarns
EERHETNY

Kingdom Holdings Limited £Z & RAR A 7



Notes to Financial Statements

B R EE

As at 31 December 2016 R-E—X#E+=-H=+—H

1. CORPORATE AND GROUP INFORMATION 1.

(continued)

Information about subsidiaries (continued)

Particulars of

(continued)

Name of company

AR EE

Jiangsu Jinyuan Flax Co., Ltd.

IHETEMERAR

Jiangsu Ziwei Flax Co., Ltd.

THERTMAERAR

Zhejiang Jinda Flax Co., Ltd.

I ETMERAR

Zhejiang Jinlainuo Fiber Co., Ltd.

MTERFGEBRAA

Zhaosu Jindi Flax Co., Ltd.

RESHTMAR AR

the Company’s subsidiaries are as follows:

Nominal value of

Place and date issued ordinary/

of incorporation/ registered
establishment share capital
BRITEER

MR, Rt A [T

PRC US$18,500,000
17 October 2003

s 18,500,000 7T
“EE=£+A++EA

PRC US$10,000,000
26 October 2006

s 10,000,000 7T
ZEERFE+AZTAA

PRC RMB100,000,000
28 May 2012

H R AEK#100,000,0007T
ZT-—FRAAZTNRB

PRC RMB10,000,000
28 February 2012

H R AR #10,000,0007T
—T-—FZA=1+N\B

PRC RMB30,000,000
23 May 2007

H R AR #30,000,0007T

—ETHFRA-+Z=H

PEAIREEER @

H B E A AN ER
ARFMBATFEDT : ()

Percentage of equity
attributable to the Company

AABEEESZED L
Direct Indirect

BE EF:3

- 100%

- 100%

- 100%

- 100%

- 100%

Principal activities

TEERK

Manufacture and sale of
linen yarns

EERHETNY

Manufacture and sale of
linen yarns

EERHETNY

Manufacture and sale of
linen yarns

EERHETNY

Manufacture and sale of
linen fibre

HERBETMAS

Processing of agriculture
products
RERMT

82

2016 Annual Report —& — XFE&E
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Bt 75 S AR MY

As at 31 December 2016 R-E—N#E+=-HA=+—H

CORPORATE AND GROUP INFORMATION 1. ARAREEERmw
(continued)

Information about subsidiaries (continued) BB RRNER @
Particulars of the Company’s subsidiaries are as follows: RARIMELBFEET - ()
(continued)

Nominal value of

Place and date issued ordinary/
of incorporation/ registered Percentage of equity
Name of company establishment share capital  attributable to the Company  Principal activities
BRTEER
DREHE MM/ E R A HfE/ZERRE ARREEESEEAL TEXH
Direct Indirect
BE &
Kingdom Europe S.R.L. Italy EUR502,646 - 100%  Trading
7 September 2007
Kingdom Europe S.R.L. BAA 50264688 7T 25
“ZZHENALR
Kingdom (Ethiopia) Linen PLC Ethiopia US$200,000 - 100%  Manufacture and sale of
16 July 2014 linen yarns
Kingdom (Ethiopia) Linen PLC REMLE 200,000 7 EERHETNY

—T-MELA+AA

Heilongjiang Jinda Flax and Hemp ~ PRC RMB100,000,000 - 80%  Manufacture and sale of
Co., Ltd. * 11 March 2016 linen yarns
RELISEMFERARA P E AR 100,000,007 SERHEDMY
—Z-R¥=A+-H

¢ Heilongjiang Jinda Flax and Hemp Co., Ltd. was founded on 11 ¢ REISEMEBRAARZE—XREF=
March 2016. A+—BAlxZ-

i Haiyan Jinda Flax Fiber Co., Ltd was deregistered and closed on e Haiyan Jinda Flax Fiber Co., Ltdi® =& —X
10 August 2016. Asia Harvest Enterprises Limited applied for de- FNATBREGHEM AR - RE %R
registration on 30 December 2016. BRARRZZE—ARETA=THHRHF

FHREAT

Kingdom Holdings Limited £Z = KRAR A 7



Notes to Financial Statements

5 755 R B

As at 31 December 2016 R-E—XN#FE+=-H=+—H

2.1 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
(“IASB”) and the disclosure requirements of the Hong Kong
Companies Ordinance. They have been prepared under the
historical cost convention, except for derivative financial
instruments which have been measured at fair value. These
financial statements are presented in Renminbi (“RMB”) and all
values are rounded to the nearest thousand (RMB’000), except
when otherwise indicated.

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
2016. 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.
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Notes to Financial Statements

2.1 BASIS OF PREPARATION (continued)

Basis of consolidation (continued)

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 above. 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.

2.1

Bt 5 AR B

As at 31 December 2016 R-E—N#E+=-HA=+—H

RBLEE @)

EHEE @m

B 8 A R B AN A B B9 B 7S R 2k MO 3R 45 BR R 4B
Bl WEHEA—HEHRER -HEARHN
EERAEBESEHENBBESFA
R WHEESHFAREZEZSEHIEKIEE
HA k-

FIERERRARHEEERAE s WA
AXMEREEKERRERZIEBNERS
MEHYNAHKRE B E2EEE-

MEEEXBERBTN LEXERANBARNE
AR — AR I TR E R — A
ZHEERNE AAEEEEHHEEES
ZHIIREHR MBI EERNE
(YR LG RERRXH AR

M ARERELHMB AR ZEHE BgR
IHEROZMBARNEE (BEEE) RA
8 ~ (i) (E fr] 4% 1)1 4 23 O BR 10 2 3R B Gii)
RSN RCek e Rt B 288 RER (AT
WREBHAAEBE (VERRBRENAR
BEL(iNBR AER R EENBERLE
Ao BEREMEEBEANERNAEERE
R REBNASEER N EEREER
BERARENEREESH DO BERSH
R (2EA)

Kingdom Holdings Limited £Z = KRAR A 7
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. PRI A

As at 31 December 2016 R-E—XN#E+=-H=+—H

2.2 CHANGES IN ACCOUNTING POLICIES AND 22 EHBERKENEH
DISCLOSURES
The Group has adopted the following new and revised IFRSs for REE D A FE IS R B IRRAA T3
the first time for the current year’s financial statements Al R1E AT KB B B E 2RI -
Amendments to IFRS 10, Investment Entities: Applying the (EREBmEEA) 2105 KEAER EH
IFRS 12 and IAS 28 Consolidation Exception (BREBREEA) F12%k  AHAIEX
(Bl & tER) H285ER)
CHES
Amendments to IFRS 11 Accounting for Acquisitions of (BRRBREER) ENRE  UEHLLE
Interests in Joint Operations {BEIA Vg s
IFRS 14 Regulatory Deferral Accounts (BB BRELEA) £14%  EEELKA
Amendments to IAS 1 Disclosure Initiative (ER g RR) B1IRNETAR KEird
Amendments to IAS 16 and  Clarification of Acceptable (Bl gt ERI) F165% R EERERL
IAS 38 Methods of Depreciation and (Bl & tER) F385EH) HERBHZ
Amortisation CHEN
Amendments to IAS 16 and Agriculture: Bearer Plants (Rt LR F165 K BE FENEY
IAS 41 (G -HEE VI
EEIEN
Amendments to IAS 27 Equity Method in Separate (B gt ER) F275% 8 BUABHZA
Financial Statements TR Ba%
Annual Improvements Amendments to a number of FENE_F——FF ZE (B %
2012-2014 Cycle IFRSs ZE-mEEY HEER) &

LHES
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Notes to Financial Statements

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

(@  Amendments to IFRS 10, IFRS 12 and IAS 28 /nvestment
Entities: Applying the Consolidation Exception

Amendments to IFRS 10 clarify that the exemption from
presenting consolidated financial statements applies
to a parent entity that is a subsidiary of an investment
entity, when the investment entity measures all of its
subsidiaries at fair value. The amendments to IFRS
10 also clarify that only a subsidiary that is not an
investment entity itself and provides support services
to the investment entity is consolidated. All other
subsidiaries of an investment entity are measured at fair
value. Consequential amendments were made to IFRS
12 to require an investment entity that prepares financial
statements in which all of its subsidiaries are measured
at fair value through profit or loss in accordance with
IFRS 9 to present the disclosures in respect of investment
entities in accordance with IFRS 12. IAS 28 was also
amended to allow an investor that is not itself an
investment entity, and has an interest in an investment
entity associate or joint venture, to retain the fair value
measurement applied by the investment entity associate
or joint venture to the interest in its subsidiaries. The
amendments have had no impact on the Group as the
consolidation exemption does not apply to a listed entity.

Bt 75 S AR MY

As at 31 December 2016 R-E—N#E+=-HA=+—H

22 EHBERKRENEH @

R RS AT RIS T CEB TSR 2
Bl HEBHEMT

(a)

(Bl B 15 3R 5 2 R F105% - CEIRR
smEER) £125% R KBRS 5t
R F28RAERT AN [REERE &
A& vtBIIMER )

(B MmELER]) F103RAEFTA
BB BRARMAKREERONEL
A MZREEBARNABEAER
EHMBAR RIERRE5E G
Bk - (BRPBHREER]) F105%
MERTATNER B AR MASY
FREER MAREERBREHRIE
AR - HRETTE G - REBEAMA
BB ARARABENE - (KR
MR EER) F125NBEEFTR
KRB BHRROEER R (B
BREAIEREER]) BOSRMEMB B
RERAARBE ABGTE AR
B (BRMBERELER) F1258 27
BERREEBNREER - (BRE5
/) F28RIEBF] AFFAF A
FREEBMNREERBEXEE
NEHREEENREE REREE
BEENSERFIUNAABETER
KRB ARPONERNEE -ARA
FOISMERTERAR ETERE - M
FEIAHAREL ELE -

Kingdom Holdings Limited £Z = KRAR A 7
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5 755 3 R B 5

As at 31 December 2016 R-E—XN#E+=-H=+—H

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

(b)

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

Amendments to IFRS 11 require that an acquirer of an
interest in a joint operation in which the activity of the
joint operation constitutes a business must apply the
relevant principles for business combinations in IFRS
3. The amendments also clarify that a previously held
interest in a joint operation is not re-measured on the
acquisition of an additional interest in the same joint
operation while joint control is retained. In addition, a
scope exclusion has been added to IFRS 11 to specify
that the amendments do not apply when the parties
sharing joint control, including the reporting entity, are
under common control of the same ultimate controlling
party. The amendments apply to both the acquisition of
the initial interest in a joint operation and the acquisition
of any additional interests in the same joint operation.
The amendments are applied prospectively. The
amendments have had no impact on the Group as there
has been no joint operation.

IFRS 14 Regulatory Deferral Accounts

IFRS 14 allows an entity, whose activities are subject
to rate-regulation, to continue applying most of its
existing accounting policies for regulatory deferral
account balances upon its first-time adoption of IFRSs.
Entities that adopt IFRS 14 must present the regulatory
deferral accounts as separate line items on the statement
of financial position and present movements in these
account balances as separate line items in the statement
of profit or loss. The standard requires disclosures on
the nature of, and risk associated with, the entity’s rate
regulation and the effects of that rate regulation on its
financial statements. The standard has had no impact on
the Group as the Group is not subject to rate regulation
and is not a first-time adopter of IFRSs.
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(b)

(EIFR R AR E2ERI) E11RAERTA
[KEHE LR B a2 ]

BE BakeE (AhBageanEs
B —IHED) BB ALER
A (BRI BRERER) B35 KR
BOHHERRA - R FERTANINEE - 5t
ATFF A RO B A 48 & 1 25 O UK BB A (R B
BRENAIMER (NHREGIEE
RE ) B HAENTE - 1o (BIFR
BREEL) E115 28N —IHEE
e AIHAERZHFEFENEST
(BRERER) BNXR —&EEH T
B HFHEH 2 T ZFET AL R
B ZFEANERANKEEA K
S IEHE R WA RS R 2 H
LI RRIME DS ° 5% FER] ANE R A
FUEIER - AR AR EY BB A KL
WRFETAHAREL ELE -
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Notes to Financial Statements

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

(d)

Amendments to IAS 1 include narrow-focus
improvements in respect of the presentation and
disclosure in financial statements. The amendments

clarify:

(i) the materiality requirements in IAS 1;

(i) that specific line items in the statement of profit or
loss and the statement of financial position may be
disaggregated;

(iii)  that entities have flexibility as to the order in which
they present the notes to financial statements; and

(iv)  that the share of other comprehensive income of
associates and joint ventures accounted for using
the equity method must be presented in aggregate
as a single line item, and classified between
those items that will or will not be subsequently
reclassified to profit or loss.

Furthermore, the amendments clarify the requirements
that apply when additional subtotals are presented in the
statement of financial position and the statement of profit
or loss. The amendments have had no significant impact
on the Group's consolidated financial statements.

Amendments to IAS 16 and IAS 38 clarify the principle
in IAS 16 and IAS 38 that revenue reflects a pattern of
economic benefits that are generated from operating
a business (of which the asset is part) rather than the
economic benefits that are consumed through the use
of the asset. As a result, a revenue-based method cannot
be used to depreciate property, plant and equipment
and may only be used in very limited circumstances to
amortise intangible assets. The amendments are applied
prospectively. The amendments have had no impact on
the financial position or performance of the Group as
the Group has not used a revenue-based method for the
calculation of depreciation of its non-current assets.

As at 31 December 2016 K =%

Bt 5 S AR B

— TR A=l

22 EfHEEEENEE @

(d)

(B g R F1RNETEAHE
ﬁﬂ%ﬁﬁﬁmfﬂﬁﬁ&ﬁﬁéﬂ
BV - R FERTANEE |

() <(BEgstER) F1HANEE
1H 3 TE

(i) BEREMBHERLEAR
B A AR5

3 R

iy BREUBETEREZMNPEHRE
WM EBIF: &

(v) {6 MBS A BE A0 F A A
FRA A THE M2 E K
WA AEEER A5 25 I

DM AR E AT RS
B RSMIER -

BESN  RBFHERTARE R FERERE
BN R R B R W2 5IBIMET
RERER ZFEITAHAEED
EHUMBHRRLBEERTE -

(BEEE£8)) E165 Kk (BRE

AR FE385R BRI A B F (B
SHERD F1eE M (EE &5 @an

F385A R A AN AR BRE & R T
(EHhEER—82) MELNKEN
wmEN MIFBBEREEMEEN
REEM SRS o EIE - WASETBER R
FEDE BEIRE MEREFSE
BROBRATBABHEELEE &
FERANEARBERAER - AR A
SEYEERRAEFTERIFREDE
ENNE BMRFETAHAEEDN
BN RIRL EZE -
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51 755 B

As at 31 December 2016 R-E—XN#E+=-H=+—H

2.2 CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES (continued)

() Amendments to IAS 16 and IAS 41 Agriculture: Bearer

Plants

The IAS 16 and IAS 41 Amendments change the
accounting requirements for biological assets that meet
the definition of bearer plants. Under the amendments,
biological assets that meet the definition of bearer plants
are within the scope of IAS 16 instead of IAS 41. After
initial recognition, bearer plants are measured under IAS
16 at accumulated cost before maturity. After the bearer
plants mature, they are measured either using the cost
model or revaluation model in accordance with IAS 16.
The amendments also require that produce growing on
the bearer plants remains in the scope of IAS 41 and
is measured at fair value less costs to sell. Government
grants relating to bearer plants are accounted for in
accordance with IAS 20 Accounting for Government
Grants and Disclosure of Government Assistance. The
amendments have had no impact on the Group as the

Group does not have any bearer plants.

(g Amendments to IAS 27 Equity Method in Separate

Financial Statements

The IAS 27 Amendments allow entities to use the equity
method to account for investments in subsidiaries,
joint ventures and associates in their separate financial
statements. Entities already applying IFRSs and
electing to change to the equity method to account for
investments in subsidiaries, joint ventures and associates
in their separate financial statements are required to

22 EfHEEREENEE @

()

(BREEHEAD E16HE (ER&T
R) BAVREEITA [ LM
)

(BERE 28] E165 Kk (BEREF
ZH) FAURMETANERE N A
EEMEYEENEMEENS R
BRE -REZFEIA HaEEN
EMEENEMEERA (BFRER

ERI) FBreSEeE E - 3k KER &
SR F415% - IRTERIL - £EM
EYRRARNRE (B 2ER)

F1R LR E - EEEEYR
RARRE (B & 2R F165k
MAKAEAXREGEAFE-ZF
EATARKRE DELEEEEY £
REZEDDBR (BRE2ER])

FA15RH L E - = R EERH EK
ARFHE - B4 EVEAE Y AE B BV BT A
BRI CBIFR & 5t £ AI) 205 &
T ) 2 51 e FE K BT B Y 4 25
AfR AR AN EEYN EEE EAILEE
HEEY) MR FER] AN AN K E I &

2 4
"=

(BBt 2R F275RMERT A [ &
T BERE M %]

(BB gt ERI) F275RMERT AR
EREHEBYMBERRANBREDE
HRH B AR A& QE REE AR
IREARR - BERNCEER (EERM
B EER) WRBEELBIMBR
RABARDEBRHBAR &
DA RBERBINERE AR RS
BRAMNE - ZFETATEAR

apply the change retrospectively. The amendments are
not applicable to the Group’s consolidated financial
statements.
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Bt 75 S AR MY

As at 31 December 2016 R-E—N#E+=-HA=+—H

2.2 CHANGES IN ACCOUNTING POLICIES AND 22 B HERBENEE @
DlSCLOSU RES (continued)
(h)  Annual Improvements to IFRSs 2012-2014 Cycle issued (h)

in September 2014 sets out amendments to a number of

R=ZF—F N BB (BB
REER) FRENE—F— —FF—
F—YFHHE A %18 (BRI %R
HER) BIBFI AR RAFE LM

IFRSs. Details of the amendments that are effective for
the current year are as follows:

IFRS 5 Non-current Assets Held for Sale and
Discontinued Operations: Clarifies that changes
to a plan of sale or a plan of distribution to
owners should not be considered to be a new
plan of disposal, rather it is a continuation of the
original plan. Accordingly, there is no change in
the application of the requirements in IFRS 5. The
amendments also clarify that changing the disposal
method does not change the date of classification
of the non-current assets or disposal group held for
sale. The amendments are applied prospectively.
The amendments have had no impact on the
Group as the Group did not have any change in
the plan of sale or disposal method in respect of
the disposal group held for sale during the year.

IFRS 7 Financial Instruments: Disclosures: Clarifies
that the disclosures in respect of the offsetting of
financial assets and financial liabilities in IFRS 7
are not required in the condensed interim financial
statements, except where the disclosures provide
a significant update to the information reported in
the most recent annual report, in which case the
disclosures should be included in the condensed
interim financial statements. The amendments are
not applicable to the Group’s annual consolidated
financial statements.
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As at 31 December 2016 R-E—XN#E+=-H=+—H

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

(h)

(continued)

IFRS 7 Financial Instruments: Disclosures: Clarifies
that a servicing contract that includes a fee can
constitute continuing involvement in a financial
asset. An entity must assess the nature of the
fee and arrangement against the guidance for
continuing involvement in IFRS 7 in order to
assess whether the IFRS 7 disclosures are required.
The assessment of which servicing contracts
constitute continuing involvement must be done
retrospectively. However, the required disclosures
need not be provided for any period beginning
before the annual period in which the entity first
applies the amendments. The amendments have
had no impact on the Group as the Group does
not have any servicing contracts.

IAS 19 Employee Benefits: Clarifies that market
depth of high quality corporate bonds used
for discounting the post-employment benefit
obligation for defined benefit plans is assessed
based on the currency in which the obligation
is denominated, rather than the country where
the obligation is located. When there is no deep
market for high quality corporate bonds in that
currency, government bond rates must be used.
The amendment has had no impact on the Group
as the Group does not have any defined benefit
plans.

IAS 34 Interim Financial Reporting: Clarifies that
the required interim disclosures must either be in
the interim financial statements or incorporated
by cross-reference between the interim financial
statements and wherever they are included within
the interim financial report. The amendment also
specifies that the information within the interim
financial report must be available to users on the
same terms as the interim financial statements and
at the same time. The amendment is not applicable
to the Group’s annual consolidated financial
statements.
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2.3

Notes to Financial Statements

ISSUED BUT NOT YET EFFECTIVE
INTERNATIONAL FINANCIAL REPORTING

STANDARDS

The Group has not applied the following new and revised
IFRSs, that have been issued but are not yet effective, in these

financial statements.

Amendments to IFRS 2

Amendments to IFRS 4

IFRS 9

Amendments to IFRS 10
and IAS 28

IFRS 15

Amendments to IFRS 15

IFRS 16

Amendments to IAS 7
Amendments to IAS 12
Amendments to IAS 40
IFRIC 22

Amendments to IFRS 12
Included in Annual
Improvements 2014-
2016 Cycle

Amendments to IFRS 1
Included in Annual
Improvements
2014-2016 Cycle

Amendments to IFRS 28
Included in Annual
Improvements
2014-2016 Cycle

Classification and Measurement
of Share-based Payment
Transactions?

Applying IFRS 9 Financial
Instruments with IFRS 4
Insurance Contracts’

Financial Instruments’

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture*

Revenue from Contracts with
Customers’®

Clarifications to IFRS 15
Revenue from Contracts with
Customers’®

Leases’®

Disclosure Initiative’

Recognition of Deferred Tax
Assets for Unrealised Losses’
Transters of Investment Property?

Foreign Currency Transactions
and Advance Consideration’

Disclosure of Interests in Other
Entities’

First-time Adoption of
International Financial
Reporting Standards?

Investments in Associates and
Joint Ventures®
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As at 31 December 2016 R-E—XN#E+=-H=+—H

2.3

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

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

? Effective for annual periods beginning on or after 1 January

2018

’ Effective for annual periods beginning on or after 1 January
2019

4 No mandatory effective date determined but available for
adoption

Further information about those IFRSs that are expected to be
applicable to the Group is as follows:

The IASB issued amendments to IFRS 2 in June 2016 that
address three main areas: the effects of vesting conditions
on the measurement of a cash-settled share-based payment
transaction; the classification of a share-based payment
transaction with net settlement features for withholding a
certain amount in order to meet the employee’s tax obligation
associated with the share-based payment; and accounting
where a modification to the terms and conditions of a share-
based payment transaction changes its classification from
cash-settled to equity-settled. The amendments clarify that
the approach used to account for vesting conditions when
measuring equity-settled share-based payments also applies to
cash-settled share-based payments. The amendments introduce
an exception so that a share-based payment transaction with
net share settlement features for withholding a certain amount
in order to meet the employee’s tax obligation is classified in
its entirety as an equity-settled share-based payment transaction
when certain conditions are met. Furthermore, the amendments
clarify that if the terms and conditions of a cash-settled share-
based payment transaction are modified, with the result that it
becomes an equity-settled share-based payment transaction,
the transaction is accounted for as an equity-settled transaction
from the date of the modification. The Group expects to adopt
the amendments from 1 January 2018. The amendments are
not expected to have any significant impact on the Group’s
financial statements.
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2.3

Notes to Financial Statements

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

In July 2014, the IASB issued the final version of IFRS 9,
bringing together all phases of the financial instruments project
to replace IAS 39 and all previous versions of IFRS 9. The
standard introduces new requirements for classification and
measurement, impairment and hedge accounting. The Group
expects to adopt IFRS 9 from 1 January 2018. During 2016,
the Group performed a high-level assessment of the impact of
the adoption of IFRS 9. This preliminary assessment is based on
currently available information and may be subject to changes
arising from further detailed analyses or additional reasonable
and supportable information being made available to the
Group in the future. The expected impacts arising from the
adoption of IFRS 9 are summarised as follows:

(@) Classification and measurement

The Group does not expect that the adoption of IFRS 9
will have a significant impact on the classification and
measurement of its financial assets. It expects to continue
measuring at fair value all financial assets currently
held at fair value. Equity investments currently held as
available for sale will be measured at fair value through
other comprehensive income as the investments are
intended to be held for the foreseeable future and the
Group expects to apply the option to present fair value
changes in other comprehensive income. Gains and
losses recorded in other comprehensive income for the
equity investments cannot be recycled to profit or loss
when the investments are derecognised.
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As at 31 December 2016

2.3

R-F—RNFT_A=1+—H

ISSUED BUT NOT YET EFFECTIVE

INTERNATIONAL FINANCIAL REPORTING

STANDARDS (continued)

(b) Impairment
IFRS 9 requires an impairment on debt instruments
recorded at amortised cost or at fair value through
other comprehensive income, lease receivables, loan
commitments and financial guarantee contracts that
are not accounted for at fair value through profit or loss
under IFRS 9, to be recorded based on an expected
credit loss model either on a twelve-month basis or a
lifetime basis. The Group expects to apply the simplified
approach and record lifetime expected losses that are
estimated based on the present value of all cash shortfalls
over the remaining life of all of its trade and other
receivables. The Group will perform a more detailed
analysis which considers all reasonable and supportable
information, including forward-looking elements, for
estimation of expected credit losses on its trade and other
receivables upon the adoption of IFRS 9.

Amendments to IFRS 10 and IAS 28 address an inconsistency
between the requirements in IFRS 10 and in IAS 28 in dealing
with the sale or contribution of assets between an investor and
its associate or joint venture. The amendments require a full
recognition of a gain or loss when the sale or contribution of
assets between an investor and its associate or joint venture
constitutes a business. For a transaction involving assets that
do not constitute a business, a gain or loss resulting from the
transaction is recognised in the investor’s profit or loss only to
the extent of the unrelated investor’s interest in that associate or
joint venture. The amendments are to be applied prospectively.
The Group expects to adopt the amendments from 1 January
2016. The previous mandatory effective date of amendments
to IFRS 10 and IAS 28 was removed by the IASB in December
2015 and a new mandatory effective date will be determined
after the completion of a broader review of accounting for
associates and joint ventures. However, the amendments are
available for application now.
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2.3

Notes to Financial Statements

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

IFRS 15 establishes a new five-step model to account for
revenue arising from contracts with customers. Under IFRS
15, revenue is recognised at an amount that reflects the
consideration to which an entity expects to be entitled in
exchange for transferring goods or services to a customer.
The principles in IFRS 15 provide a more structured approach
for measuring and recognising revenue. The standard also
introduces extensive qualitative and quantitative disclosure
requirements, including disaggregation of total revenue,
information about performance obligations, changes in contract
asset and liability account balances between periods and key
judgements and estimates. The standard will supersede all
current revenue recognition requirements under IFRSs. In April
2016, the IASB issued amendments to IFRS 15 to address the
implementation issues on identifying performance obligations,
application guidance on principal versus agent and licences of
intellectual property, and transition. The amendments are also
intended to help ensure a more consistent application when
entities adopt IFRS 15 and decrease the cost and complexity
of applying the standard. The Group expects to adopt IFRS 15
on 1 January 2018. During the year ended 31 December 2016,
the Group is in the process of assessing on the impact of the
adoption of IFRS 15.
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As at 31 December 2016

2.3
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ISSUED BUT NOT YET EFFECTIVE
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

IFRS 16 replaces IAS 17 Leases, IFRIC 4 Determining whether
an Arrangement contains a Lease, SIC 15 Operating Leases —
Incentives and SIC 27 Evaluating the Substance of Transactions
Involving the Legal Form of a Lease. The standard sets out the
principles for the recognition, measurement, presentation and
disclosure of leases and requires lessees to recognise assets
and liabilities for most leases. The standard includes two
recognition exemptions for lessees — leases of low-value assets
and short-term leases. At the commencement date of a lease,
a lessee will recognise a liability to make lease payments (i.e.,
the lease liability) and an asset representing the right to use
the underlying asset during the lease term (i.e., the right-of-
use asset). The right-of-use asset is subsequently measured at
cost less accumulated depreciation and any impairment losses
unless the right-of-use asset meets the definition of investment
property in IAS 40. The lease liability is subsequently increased
to reflect the interest on the lease liability and reduced for
the lease payments. Lessees will be required to separately
recognise the interest expense on the lease liability and the
depreciation expense on the right-of-use asset. Lessees will
also be required to re-measure the lease liability upon the
occurrence of certain events, such as change in the lease term
and change in future lease payments resulting from a change in
an index or rate used to determine those payments. Lessees will
generally recognise the amount of the re-measurement of the
lease liability as an adjustment to the right-of-use asset. Lessor
accounting under IFRS 16 is substantially unchanged from
the accounting under IAS 17. Lessors will continue to classify
all leases using the same classification principle as in 1AS 17
and distinguish between operating leases and finance leases.
The Group expects to adopt IFRS 16 on 1 January 2019 and is
currently assessing the impact of IFRS 16 upon adoption.

Amendments to IAS 7 require an entity to provide disclosures
that enable users of financial statements to evaluate changes
in liabilities arising from financing activities, including both
changes arising from cash flows and non-cash changes. The
amendments will result in additional disclosure to be provided
in the financial statements. The Group expects to adopt the
amendments from 1 January 2017.
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Notes to Financial Statements

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

Amendments to IAS 12 were issued with the purpose of
addressing the recognition of deferred tax assets for unrealised
losses related to debt instruments measured at fair value,
although they also have a broader application for other
situations. The amendments clarify that an entity, when
assessing whether taxable profits will be available against
which it can utilise a deductible temporary difference, needs to
consider whether tax law restricts the sources of taxable profits
against which it may make deductions on the reversal of that
deductible temporary difference. Furthermore, the amendments
provide guidance on how an entity should determine future
taxable profits and explain the circumstances in which taxable
profit may include the recovery of some assets for more
than their carrying amount. The Group expects to adopt the
amendments from 1 January 2017.

For IFRIC 22, Amendments to IFRS 12 included in annual
improvements 2014 — 2016 cycle, Amendments to IFRS
1 included in annual improvements 2014 — 2016 cycle,
Amendments to IFRS 28 included in annual improvements
2074 — 2016 cycle, the Group is in the process of making an
assessment of the impact of these new and revised IFRSs upon
initial application. So far, the Group considers that these new
and revised IFRSs are unlikely to have a significant impact on
the Group's results of operations and financial position.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

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 2016 R-E—XN#E+=-H=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

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.

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

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

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

Bt 75 AR B

As at 31 December 2016 R-E—N#E+=-HA=+—H

FESHBERE @

DAREEFE

AEERBEHREARRZAABETERD
EERMTA-FABAREE DEME2HE
EZHRAERSETNERFR ST B
EEEMBRAEZRAEMNNER R
REEFEDNERBERLIEEEXERAE
MR ZNEEXBBENEIEMSX (ERA
EFEMHENERATIREEXRBENRAH
MIZET  TBREAMNTHARAKER
SHENTS - BEXBEBENAABETER
mi5E2EESEEN B EEEMANRR
B (RRMH2EERRENRELBEN R

17%) -

FERMEENRIABEAEFRTH2EE
ARERAZEERY &S RRERA  FIE
ZEEETH RARERZEERIES
REEMANTS2EE B EE KBNS

2k
ge/J °

AEEFERERRTRBREAGTED BUE
AAEARBENGBERT UEENHRHE
AR ABREERIERTABRREA
B

Kingdom Holdings Limited £Z & RAR A 7

101



Notes to Financial Statements

51 755 3 R B 5

As at 31 December 2016 R-E—XN#FE+=-H=+—H

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 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.

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 @ member of the key management personnel of
the Group or of a parent of the Group;

or
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As at 31 December 2016 R-E—XN#E+=-H=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESFTHEHEmw
POLICIES (continued)
Related parties (continued) BER @
(b) the party is an entity where any of the following b)) ZABEATINEEN—BKEHEHNE
conditions applies: S
(i)  the entity and the Group are members of the same ) ZEREXEERRA-SEHN
group; D=
(i)  one entity is an associate or joint venture of the iy H—EBERBAZ—EE(ZESA
other entity (or of a parent, subsidiary or fellow A -WEBARIKRARNEAR)
subsidiary of the other entity); MBS N RIHEERA:
(iii) the entity and the Group are joint ventures of the (i) ZEBEREXEERFA-—BE=
same third party; THEERE:
(iv)  one entity is a joint venture of a third party and the vy X—BEBR—RBE=70aE
other entity is an associate of the third party; NE ME—EBEBRZEE=ZH
)il l/NC]
(v)  the entity is a post-employment benefit plan for v ZERDAREENEEFH
the benefit of employees of either the Group or an ENEME RO ESREANMR
entity related to the Group; EVBER IR B A B
(vi) the entity is controlled or jointly controlled by a (vi) ZEBX@EMREALER
person identified in (a); HE R
(vii) a person identified in (a)(i) has significant (vi) @O)EMIBALAIHZERE
influence over the entity or is a member of the key BEAE ’Er‘jjﬂﬂ%uxg B (3%
management personnel of the entity (or of a parent ERNEGAF)NEEERERK
of the entity); and g )52
(viii) the entity, or any member of a group of which (viii) ZE s HFTB K S BT K
it is a part, provides key management personnel BRAMAEEXAEERGA
services to the Group or to the parent of the AIRMEEEREKE RS-
Group.
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Notes to 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
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.
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51 755 3 R B 5

As at 31 December 2016 R-E—XN#FE+=-H=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Property, plant and equipment and depreciation (continued)
An item of property, plant and equipment including any
significant part initially recognised is derecognised 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 properties

Investment properties are 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 properties are 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.

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.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

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.

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.

Bt 5 S AR B

As at 31 December 2016 R-E—N#E+=-HA=+—H

24 FEEHHERHBE @

HF 3% B AR
FIAMEAR AR EERERGRAHE-

MEMERBBMELNRAXRASETIIIE
ATEMEWVERELEERIE - NEE A BN 7%
PREZ IR B B AMEE Ak & Mg Rl
ERAIT ARBERTKALARTLEE
WRESERR L EZREE R REERR
7% N fe] EE A AR A5  STERRZ IR B VAT B
RENEBARENAI ST EERIGBESD
PIBRX  THANFEENEMMEMX
EELERXH-

TR B A AR AR AR E R 1R TIRR
VTAERZEEBERNBRFS (BREK
ABELEERMES THEAZLEF)R

HE

NEERAENBAL,DHRERAR (T8
BEEMAE) BRAKEMENEE 57
EREHE - NREHERKY HEEE
MR AR TR ERE MR RERTER -
WERIER (TRENSED) — AR #
IRRERERAERR - RIZEEEACHI R
BHERANEE (BB EENFA
LBEHE)MAME BELRER L%
MEHSEEN G AIERFHRERHOR
RENE ARAENMBRATINBER
AFNER - MR EEE A EE B H
g

BEMENEHBESNMESNEENRR
MEME  EREMFAIERFERTE-

Kingdom Holdings Limited £Z & KRAR A 7

107



Notes to Financial Statements

51 755 R B &

As at 31 December 2016 R-E—XN#E+=-H=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Leases (continued)

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 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.

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,
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:
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Investments and other financial assets (continued)

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.

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.
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As at 31 December 2016 R-E—XN#FE+=-H=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Investments and other financial assets (continued)

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. After initial measurement, such assets are subsequently
measured at 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.

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.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Derecognition of financial assets (continued)

When the Group has transferred its rights to receive cash flows
from an asset or has entered into 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.

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.
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As at 31 December 2016 R-E—XN#E+=-H=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Impairment of financial assets (continued)

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).

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.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as
financial liabilities at fair value through profit or loss and loans
and borrowings, 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 a dividend payable.

Subsequent measurement
The subsequent measurement of financial liabilities is as
follows:

Loans and borrowings

After initial recognition, interest-bearing bank borrowings 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.
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As at 31 December 2016 R-E—XN#FE+=-H=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Offsetting of financial instruments

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

Derivative financial instruments

Initial recognition and subsequent measurement

The Group uses derivative financial instruments, such as
forward currency contracts, to hedge its foreign currency risk.
Such derivative financial instruments are initially 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.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Cash and cash equivalents (continued)

For the purpose of the consolidated 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.

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:

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

o in respect of taxable temporary differences associated
with investments in subsidiaries, 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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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, 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.

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.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESHBEME @

POLICIES (continued)

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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As at 31 December 2016 R-E—XN#FE+=-H=+—H

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
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 27 to the financial statements.

The cost of equity-settled transactions is recognised in
employee benefit expense, together with a corresponding
increase in equity, over the period in which the performance
and/or service conditions are fulfilled. 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.

Service and non-market performance conditions are not
taken into account when determining the grant date fair
value of awards, but the likelihood of the conditions being
met is assessed as part of the Group’s best estimate of the
number of equity instruments that will ultimately vest. Market
performance conditions are reflected within the grant date fair
value. Any other conditions attached to an award, but without
an associated service requirement, are considered to be non-
vesting conditions. Non-vesting conditions are reflected in the
fair value of an award and lead to an immediate expensing
of an award unless there are also service and/or performance
conditions.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Share-based payments (continued)

For awards that do not ultimately vest because non-market
performance and/or service conditions have not been met,
no expense is recognised. Where awards include a market or
non-vesting condition, the transactions are treated as vesting
irrespective of whether the market or non-vesting condition is
satisfied, provided that all other performance and/or service
conditions are satisfied.

Where the terms of an equity-settled award are modified, as
a minimum an expense is recognised as if the terms had not
been modified, if the original terms of the award are met. In
addition, an expense is recognised 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 recognised for the award is recognised 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.
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As at 31 December 2016 R-E—XN#FE+=-H=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Pension scheme

Pursuant to the relevant regulations, the Group has participated
in a local municipal government pension 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 statement of profit or loss as incurred.
There are no provisions under the Scheme whereby forfeited
contributions may be used to reduce future contributions.

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 are recognised as a liability when they are
approved by the shareholders in a general meeting.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Foreign currencies

These financial statements are presented in RMB, which is
the Company’s functional 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 translated 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.

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 difference on the item whose fair value
gain or loss is recognised in other comprehensive income or
profit or loss is 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 RMB 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
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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As at 31 December 2016 R-E—XN#FE+=-H=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Foreign currencies (continued)

For the purpose of the consolidated statement of cash flows,
the cash flows of overseas subsidiaries are translated into
RMB at the exchange rates ruling at the dates of the cash
flows. Frequently recurring cash flows of overseas subsidiaries
which arise throughout the year are translated into RMB at the
weighted average exchange rates for the year.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES

The preparation of the Group’s consolidated 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
consolidated 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.
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Notes to Financial Statements

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

()

Impairment of long-lived 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.

The recoverable amounts of the Group has been
determined based on a value in use calculation using
cash flow projections based on financial budgets
covering a five-year period approved by management. A
declining growth rate was used to extrapolate the cash
flows beyond the five-year period. The assumption that
has the most significant impact on the determination
of the recoverable amount of its assets is the discount
rate. The pre-tax discount rate applied to the cash flow
projections as at 31 December 2016 was 21%.

Deferred tax assets

Deferred tax assets are recognised for unused tax losses
to the extent that it is probable that taxable profit will
be available against which the losses can be utilised.
Significant management judgement is required to
determine the amount of deferred tax assets that can be
recognised, based upon the likely timing and level of
future taxable profits together with future tax planning
strategies.
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As at 31 December 2016 R-E—XN#FE+=-H=+—H

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

(c)

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
2016 was RMB509,591,000 (2015: RMB340,902,000).
Further details are contained in note 18 to the financial
statements.

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
2016 was RMB297,964,000 (2015: RMB306,821,000).
Further details are contained in note 19 to the financial
statements.
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Notes to Financial Statements

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

(e)

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
2016 was RMB601,537,000 (2015: RMB543,976,000).
Further details are contained in note 13 to the financial
statements.

OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into one

single business unit that is primarily the manufacture and

sale of linen yarns. Management reviews the consolidated

results when making decisions about allocating resources

and assessing the performance of the Group. Accordingly, no

segment analysis is presented.
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As at 31 December 2016 R-E—XN#FE+=-H=+—H

4. OPERATING SEGMENT INFORMATION (continued)
Geographical information
(@)  Revenue from external customers
An analysis of the Group’s geographical information on
revenue attributed to the regions on the basis of customer
location for the year ended 31 December 2016 is set out
in the following table:

Mainland China A [ K e
European Union (FgEE]
Non-European Union JERNBR
Total k]

(b)  Non-current assets
Since the principal non-current assets, other than
deferred tax assets, employed by the Group are located
in Mainland China, no further geographical information
for non-current assets is presented.

Information about major customers

No revenue amounting to 10 percent or more of the Group'’s
total revenue was derived from sales to a single customer for
the year ended 31 December 2016 (2015: Nil).
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Revenue from
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RESNEBE S WA
2016 2015
i —TAF
RMB’000 RMB’000

AR¥TR ARBTT

329,853 358,930
251,724 258,824
274,666 407,649
856,243 1,025,403
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As at 31 December 2016 R-E—N#E+=-HA=+—H

REVENUE, OTHER INCOME AND GAINS 5. WA -HtthmkEE
Revenue represents the sales value of linen yarns, net of sales WA HEBE  KHBREER K
tax and deduction of any sales discounts and returns. HORAEAISH E T MR E -

WA Hf s REEa T

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

2016 2015
—E-XRE —T—hEF
RMB’000 RMB’000
AR¥TR ARBT T
Revenue WA
Sale of linen yarns $H & T8 il 40 856,243 1,025,403
Other income H b W
Bank interest income RITHSMA 2,260 2,912
Government grants BT B 30,372 6,695
Foreign exchange gains, net SME 1S 2% FR 14,072 2,270
Gains from disposal of non-current assets & IERENE ER G 1,191 —
Others HAth 675 397
48,570 12,274
Gains B
Fair value gains on derivative instruments ~ $TA T AR A EBEST
— transactions not qualifying as hedges —NEEREHPNR S 5,788 —
54,358 12,274
FINANCE COSTS 6. BB
2016 2015
—E-RF —ZT-hF
RMB’000 RMB’000
AR¥TR AREBT T
Interest on bank loans RITERAF A 17,823 15,006
Less: interest capitalised z = N V) (1,764) (1,770)
16,059 13,236
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As at 31 December 2016 R-E—XN#FE+=-H=+—H

PROFIT BEFORE TAX 7. BRBIATEF
The Group’s profit before tax is arrived at after charging/ AEBBRBATE MR, (GFA) FH&
(crediting): THIE1SH
2016 2015
—E-AF —T—HF
RMB’000 RMB’000
AR®FT R ARET T
Cost of inventories sold HEFEKA 704,365 761,358
Depreciation e 60,137 60,774
Amortisation of prepaid land lease payments =3 FH & 78 < X 18 # 85 2,171 1,327
Amortisation of other intangible assets H At 48 2 & B 3 573 606
Research and development (“R&D”) BT M F g (T3 ]) <

expenses 8,279 5,889
Minimum lease payments under operating A& & EIE T A = (K & 508 -

leases:

Land and buildings T REF 1,900 1,925
Auditors’ remuneration 1% B A BN 1,800 1,800
Employee benefit expense (including BEBNFAX (BREER

directors’ and chief executive’s = TEABH M) -

remuneration):

Wages, salaries and other benefits T8 e kEAMET 152,381 154,280

Pension scheme contributions RIREET IR 9,803 8,575

Equity-settled share option expense A E B IR X 376 1,636

162,560 164,491
Foreign exchange differences, net SHINEE 2 58 58 (14,072) (2,270)
Fair value (gain)/loss on derivative METANAREE

instruments (15:)/EB#A

— transactions not qualifying as hedges —NEEREHHPNRZ S (5,788) 2,258
(Gain)/loss on disposal of items of property, &Y BFEIkZHEEE

plant and equipment (18%) /BB (1,191) 771
Write-down of inventories to WORFEZ AT # IR FE

net realisable value 4,274 2,366
(Reversal)/provision for impairment BN E ZERFORE (EE), B

of trade receivables 677) 1,129
Finance costs BF 7% A AR 16,059 13,236
Bank interest income RITHB WA (2,260) (2,912)
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DIRECTORS’ AND CHIEF EXECUTIVE'S
REMUNERATION

Directors’ and chief executive’s remuneration for the year,
disclosed pursuant to the Listing Rules, section 383(1)(a), (b),
(c) and (f) of the Hong Kong Companies Ordinance and Part 2
of the Companies (Disclosure of Information about Benefits of
Directors) Regulation, is as follows:

Fees we
Other emoluments: Bl :
Salaries, allowances and benefits in kind

Pension scheme contributions BRIREETEI IR

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

Mr. Yang Donghui* BRIBEE
M. Lau Ying Kit I EES S
Mr. Yan Jian Miao* BRIERE oA
Mr. Lo Kwong Shun Wilson REERE

* On 30 May 2016, Mr. Yang Donghui retired as an
independent non-executive director and Mr. Yan Jian
Miao was appointed as an independent non-executive
director in place of Mr. Yang Donghui upon approved by
shareholders of the Company.

There were no other emoluments payable to the
independent non-executive directors during the year
(2015: Nil).

Bt 5 S AR B

As at 31 December 2016 R-E—N#E+=-HA=+—H

BERBSTHASTH

FRRELETHRAFEKRAEDD £
383(1)@) " (b) (R OEAR (r7 (KEE
EMFER) RO F2HBRENEERES
TTBRABHBMT

ra R REWMA G

2016 2015

—E-XRE —T—hEF

RMB’000 RMB’000

AR¥T T ARKETT

527 502

3,453 3,100

111 105

4,091 3,707
BYERNTES

FRAMBYIFATEEXNHNES I

T
2016 2015

—E—RE —E—FHF
RMB’000 RMB’000

AR®T ARET T

96 96

123 115

51 -

103 97

373 308

* R-E-—ARNFRA=1TH BRE
SEEREB LB TEFR &K
B SEERIREAR R AR 15 T
ZERBUIHNTEE KEAE

RAELE -

FRYEERMNBIIFRTETOEMD

Me(ZF—hF &)
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As at 31 December 2016 R-E—XN#FE+=-H=+—H

8. DIRECTORS’ AND CHIEF EXECUTIVE'S 8. EERBETHAEHFMw
REMUNERATION (continued)
(b)  Executive directors, and non-executive directors and b HTEZ FRATESERESTHK
chief executive AE
Salaries,
allowances Pension
and benefits scheme Total
Fees in kind contributions remuneration
¥e-
RUR Eike

ik BUA & TR FHaE
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRE AR¥®TR AR®TR ARETR

2016 —E-RF
Executive directors HITES
Mr. Ren Weiming* {E#EBR S A+ - 1,500 35 1,535
Mr. Shen Yueming PLERRR St A - 850 35 885
Mr. Zhang Hongwen RBX K E - 750 35 785
Ms. Shen Hong B+ - 353 6 359
- 3,453 111 3,564
Non-executive director FHTES
Mr. Ngan Kam Wai Albert BReERE 103 - - 103
Mr. Tse Mark Chau Shing** it B B o A 51 - - 51
154 - - 154

154 3,453 111 3,718
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As at 31 December 2016 R-E—N#E+=-HA=+—H

8. DIRECTORS’ AND CHIEF EXECUTIVFE'S
REMUNERATION (continued)

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

chief executive (continued)

8. EEKER

(b)

—_ =

=AT

A S EH B (50

HITEFE FRTEERERTH

AE (#)

Salaries,
allowances
and benefits

Pension
scheme

Total

Fees in kind  contributions  remuneration
e
R K BRE
ik BN ATEIfR FBi R
RMB’000 RMB’000 RMB’000 RMB’000
ARBETT AREBTT ARETT ARBTT
2015 —T-hfF
Executive directors HITES
Mr. Ren Weiming* EHRRA AL - 1,500 35 1,535
Mr. Shen Yueming ILERPA ST - 850 35 885
Mr. Zhang Hongwen R/ K& - 750 35 785
- 3,100 105 3,205
Non-executive directors FHITES
Mr. Ngan Kam Wai Albert BTERE 97 - - 97
Mr. Tse Mark Chau Shing** & 85 5 5 & ** 97 - - 97
194 — — 194
194 3,100 105 3,399

X

Mr. Ren Weiming, who acts as an executive director of
the Company, is also the chief executive officer of the
Company.

Mr. Tse Mark Chau Shing tendered his resignation as
non-executive director of the Company on 18 March
2016 and resignation became effective on 30 June 2016.

* B REARNAHITEFEL FHH L
&£ RAER R RITTHAEE,

o WEBALR-F-AEZA)
BIE2 R (EH R AHNITEFLH
S AEAA=FHER
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As at 31 December 2016 R-E—XN#FE+=-H=+—H

9. FIVE HIGHEST PAID EMPLOYEES 9.

The five highest paid employees during the year included four
(2015: three) directors including the chief executive, details
of whose remuneration are set out in note 8 above. Details
of the remuneration for the year of the remaining one (2015:
two) highest paid employee who is neither a director nor chief
executive of the Company are as follows:

e R REDMNGE
EW%H%#%

Salaries allowances and benefits in kind
Pension scheme contributions

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

IEREFHFHES

FA- ﬁ%?%ﬁ%ﬁ%a%@%(:i
—ﬁi ZRIEF ETEERSTERA
8- HFMEFSEHN EXHES - FR - #T
— % (ZF—8F WMAB) FARAEZTIK
BITBABNKRSHMES O FHMFB

T
2016 2015
—E-AEF —T-RF
RMB’000 RMB’000
AR%ETR ARET T
1,283 1,479
15 49
1,298 1,528

FHENATHENFEERFRSTHRA
EMKE%MEEA%WT:

Number of employees

BB A
2016 2015
—ET-XKF —F—HF
Nil to HK$1,000,000 =% 7L 21,000,000 7T - 1
HK$1,000,001 to HK$1,500,000 1,000,001 7T £1,500,00075 7T 1 1
1 2

During the year ended 31 December 2016, none of the
directors and chief executive, or any of the non-director and
non-chief executive, highest paid employees waived or agreed
to waive any remuneration (2015: None). None of the directors
and chief executive, or any of the non-director and non-chief
executive, highest paid employees received any payment from
the Group as an inducement to join or upon joining the Group
or as compensation for loss of office (2015: None).

RBE-_T-—"Ft-_A=T—"HLEE"
BMEEZELRESTRABREAIFERTRIE
R TR A B &= M IEBMEXFR BN
ZEAFM (—T—1F  8) -HMEEER
RRTBRABRE I FEZ MIFRFITRA
B W= #r B (2 B #E AR & B U ER (AT 5R A
W%EMA$%IﬁFMA$§Iﬁ¢%ﬁ
By SRR B —hFE)-
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Bt 5 S AR B

As at 31 December 2016 R-E—N#E+=-HA=+—H

BB
AEBREANFSHAXEZRAMT

INCOME TAX EXPENSE 10.
Major components of the Group’s income tax expense for the
year are as follows:

2016 2015
—F-RF —F-afF
RMB’000 RMB’000
AR®T T ARET T
Current — Mainland China BN ER — rp B K e
— Charge for the year —FAXH 14,605 43,272
— Overprovision in respect of prior years —BEFEBEREE - (535)
Current — Hong Kong BNER— &
— Charge for the year —FAXH 1,438 1,604
— Overprovision in respect of prior years —BEFEBEEE (290) -
Current — Italy BN ER— 2 KA
— Charge for the year —FAXH 106 19
Deferred (note 17) B (H17E17) 6,727 (421)
Total tax charge for the year FABIAX LA 22,586 43,939

(iii)

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

In accordance with the PRC Corporate Income Tax Law
which was approved and became effective on 1 January
2008, the provision for Mainland China current income
tax has been based on a statutory rate of 25% of the
assessable profits of the Company for the year except
for Zhaosu Jindi Flax Co., Ltd. (“Zhaosu Jindi”) and
Zhejiang Jinlainuo Fiber Co., Ltd. (“Zhejiang Jinlainuo”),
two indirect wholly-owned subsidiaries of the Group.
Zhaosu Jindi is engaged in the preliminary processing of
agriculture products and is exempted from PRC income
tax. Also, Zhejiang Jinlainuo obtained the High-new
Technology Certificate for the years from 2014 to 2016
and was entitled to a tax rate of 15%.

Hong Kong profits tax has been provided at the rate
of 16.5% on the estimated assessable profits arising in
Hong Kong during the year.

(iii)

REREFRELRBRELEE R R
B ARBHARMASESHR
BRAEEMEH-

BEEBATR - NF—H—H
ERE (FRBRMERERE) @ FEA
BRI SR B EE R IBEFARAA A
B B AR B 0% R 3R25% 5 E R Rt &
MEARE BN EE 2 LN E A RE
e DiARAR ([MREaERe]) &
T ERFHEERA A ([NHTEH
BN BERES R E RERMNY]
INT 7% - BRI R BIFSE - 4
TEHABUMERZZE—HEE=ZT
—NEEEFENRTEMRE A
ZH15%F Ko

FEMNEHRFAREBELNMAGT
JE AR5 48 T DA16.5% 850 R B4
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As at 31 December 2016 R-E—XN#FE+=-H=+—H

10. INCOME TAX EXPENSE (continued) 10. FREHBAX
(iv)  Pursuant to the rules and regulations of Italy, the Group (iv) REBEERFRAEER  KEBEERE
is subject to tax at an income tax rate of 31.4%, which 31.4%F REMET 5T & B IE#
comprises Italy Corporate Income Tax at 27.5% and ltaly 27.5% MR ENBARMEERFH
Regional Income Tax at 3.9%. N IE3.9% M R E OB AFIMIE TS
R o
A reconciliation of the tax expense applicable to profit BRANR A R B KB I B A R B By
before tax at the statutory rate for the jurisdictions in FEEREEEMNEERXAZEAR
which the Company and the majority of its subsidiaries R 50 Bl s A Y IR B 2 0 BRIR B IR T
are domiciled to the tax expense at the effective tax rate EHENHIER A EERNT :
is as follows:
2016 2015
—E-XRE —ZE-hF
RMB’000 RMB’000
AR®TF T AREFT
Profit before tax FR i B4 A 92,615 164,308
Tax at an applicable tax rate of 25% i F #925%7%0 & 5 & B 5t 18 23,154 41,077
Effect of different tax rates MEREEFE (3,725) (5,645)
Overprovision in respect of prior years 87t 7 £ fB 5 (290) (535)
Share of profit of an associate FEAE — A1 Bgt & X ) ) - 7
Income not subject to tax PERBA U (2,920) (1,734)
Tax losses not recognised ANERE T IE B 18 247 1,384
Expenses not deductible for tax OLIEIE:0] 53 3,612 3,464
Tax credit arising from additional —fEl R BB B A R B A =2
deduction of R&D expenditures of — JIFTIIMRELN TR IBE &
a PRC subsidiary 921) (607)
Deferred tax liability TEHHEENRERIERE
on withholding tax 3,429 6,528
Total charge for the year FAX LB 22,586 43,939
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11.

12.

Notes to Financial Statements

DIVIDEND

Proposed final — HK5.0 cents
(2015: HK8.0 cents) per ordinary share

At a meeting of the board of directors held on 17 March
2017, the payment of a final dividend of HK5.0 cents per
ordinary share totalling approximately RMB28,162,000 was
recommended for the year ended 31 December 2016, 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
629,678,000 (2015: 630,195,000) in issue during the year, as
adjusted to reflect the rights issue during the year.

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.

11.

12.

Bt 5 S AR B

As at 31 December 2016 R-E—N#E+=-HA=+—H

R AHIR S — I RARs.08
—ZE—RHF:8.081l)

B
2016 2015
—E—-RE —E—hHEF
RMB’000 RMB’000
AR¥T T ARET T
28,162 42,204
28,162 42,204

%

A—E—tF=A+LHETHNESTES
FEEeERREHE T —~F1+=A
=+ —HIEFERAREZRR L BIRS.08
- &H£HARE28,162,0007T ' BFARQ
AIREREERFAFAS E4 & FA{E

o

BRAREERESKEAERGER
EXREBHERA

SREKRBFTIIBESG AR LB ER
BABRMGFERN N EFRNEBEITLER
DN F 159 2629,678,0000% (=& — A 4F:
630,195,0008% ) 51 & + I B /E H 78 % LA I
FAREITHHA -

BRESSENRBG AR EBERESERE
ANEBEFERENGTE s ERERNE R
IEFHBTIEANDHTERKEE (HE7
EERERBANMERERR)  AREBRR
2R TEE T BRRERETERL RS
ERRREERTHTBINEFSH-
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Notes to Financial Statements

. PRI

As at 31 December 2016 R-E—XN#FE+=-H=+—H

12. BASIC AND DILUTED EARNINGS PER SHARE
ATTRIBUTABLE TO ORDINARY EQUITY
HOLDERS OF THE PARENT (continued)

The calculations of basic and diluted earnings per share are

12.

BARAEEREZEFEARLER

ERXAREERFN w

EREARESAEFNNFTESRDT

based on:
2016 2015
—E-REF —T-hF
RMB’000 RMB’000
AR®T T ARBT T
Earnings 2R
Profit attributable to ordinary equity holders FB{E&TE & IR E 7R K # 58 2 5 79
of the parent used in the basic and BRARIEBRESFEA
diluted earnings per share calculations FEAL Y A 66,344 120,369
Number of shares
gyl 4=
2016 2015
—E-AF —F—HF
000 ‘000
FR T
Shares Bz £
Weighted average number of ordinary REEERERBNNFA
shares in issue during the year used in the B 277 E 3% I F19 &
basic earnings per share calculation 629,678 630,195
Effect of dilution — weighted average ey E - LEnET e
number of ordinary shares:
Share options RE A 20,162 7,952
649,840* 638,147
* Because the diluted earnings per share amount is increased * HI G R BRI I 2 12 11 47 R 58 A )

when taking share options into account, the share options had
an anti-dilutive effect on the basic earnings per share for the
year and were ignored in the calculation of diluted earnings
per share. Therefore, the diluted earnings per share amount
are based on the profit for the year of RMB66,344,000 and the
weighted average number of ordinary shares of 629,678,000 in
issue during the year.

B8 KERIELHFAEREAXZFIAEG
REEZE  MRGTE R ER T2
HEBRRERRAE - Ut - AR EEE R TR 205E T
1 BE F N F| A BR #566,344,0007T & F A
B # 77 ZaRINE F192(629,678 000K 5T

P2y

o
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13.

PROPERTY, PLANT AND EQUIPMENT

31 December 2016

At 31 December 2015 and
1 January 2016:

Cost
Accumulated depreciation

Net carrying amount

At 1 January 2016, net of
accumulated depreciation
Additions
Transfer from investment property
Transfer to investment property
Depreciation provided

during the year
Transfers
Disposals
Exchange realignment

At 31 December 2016, net of

accumulated depreciation

At 31 December 2016:

Cost
Accumulated depreciation

Net carrying amount

R-E-R%F
+-A=+-Bk
5 E-A-H:
KA
2itHE

REFE

R-F-AF-A-A
MRZEAHE
e
BRERANZ
BARENE
ERERE

25
HE
EREE

RZZ—RE
+ZA=+-8"
Nk 25HHE

R-E—RE
+-A=+-8:
KA
ZitHE

REFE

Notes to Financial Statements

Bt 5 S AR B

As at 31 December 2016 R-E—N#E+=-HA=+—H

13. X -BERRE
—2-x"H+=-A=+-A

Plant and Office Motor Leasehold  Construction

buildings Machinery ~ equipment vehicles  improvements in progress Total
BER RENE

BEY BE  HAZRE RE %% EREIR @t
RMB'000 RMB'000 RMB’000 RMB’000 RMB'000 RMB'000 RMB'000
ARETR AR®TR AR%®Tr ARETR AR%TR AR%®Tn ARETR
281,947 590,767 57,722 9,897 13,866 42,888 997,087
(81,293) (333,171) (23,030) (7,114) (8,503) - 453,111)
200,654 257,596 34,692 2,783 5,363 42,888 543,976
200,654 257,596 34,692 2,783 5,363 42,888 543,976
2,597 599 1,808 438 1,710 122,122 129,274
(6,648) - - - - - (6,648)
(13,362) (35,713) (6,875) (988) (2,600) - (59,538)
6,856 26,253 3,282 - 795 (37,186) -
(3,309 (1,806) - - - (378) (5,493)
- (30) @) - - - (34)
186,788 246,900 32,903 2,233 5,268 127,446 601,537
277,023 599,553 62,799 10,335 16,371 127,446 1,093,527
90235  (352,653) (29,896) (8,102) (11,103) - 491,990)
186,788 246,900 32,903 2,233 5,268 127,446 601,537
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As at 31 December 2016 R-E—XN#FE+=-H=+—H

13. PROPERTY, PLANT AND EQUIPMENT (continued)
31 December 2015

13. WE BERRZE @
—T-RE+-A=+—A

Plant and Office Motor Leasehold ~ Construction
buildings Machinery equipment vehicles  improvements in progress Total
je£2) 5 YN-E "B £ ERIRE ECH)
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR  AR%ETR  ARETT ARBTT ARETR ARETR ARET:
At 1 January 2015: RZZ-n%¥-—A-R:
Cost KA 266,121 553,271 49,150 9,681 11,664 42,199 932,086
Accumulated depreciation ZHiE (66,791) (297,421) (19,121) (6,141) (6,494) = (395,968)
Net carrying amount REFE 199,330 255,850 30,029 3,540 5170 42,199 536,118
At 1 January 2015, net of R_ZE-1%-A—-H"
accumulated depreciation Bl Hgii 199,330 255,850 30,029 3,540 5170 42,199 536,118
Additions NE 7,496 6,343 4,354 458 2,203 48,556 69,410
Transfer from investment property B B AN 3,580 - - - - - 3,580
Transfer to investment property BARENE (2,250) - - - - = (2,250)
Depreciation provided ERRERE
during the year (15,742) (37,152) (4,609) (1,091) (2,010 - (60,604)
Transfers 4 8,240 34,631 4,99 - - (47,867) -
Disposals kS = (2,076) (78) (124) - - (2,278)
Exchange realignment Rt - - - - - - -
At 31 December 2015, net of R-ZE-—R%F
accumulated depreciation TZA=T-B"
AREFHNE 200,654 257,596 34,692 2,783 5,363 42,888 543,976
At 31 December 2015: R=Z2-1%
TZA=f-A:
Cost KA 281,947 590,767 57,722 9,897 13,860 42,888 997,087
Accumulated depreciation ZiE (81,293) (333,171) (23,030) (7,114) (8,503) - (453,111)
Net carrying amount RE ¥ 200,054 257,596 34,692 2,783 5,363 42,888 543,976
As at 31 December 2016, the Group’s property, plant and A 20 Ff TE25() R25(DATE - R = F — X F
equipment with a net carrying amount of approximately TZAZT A AKRBEREFENAR

RMB264,668,000 (2015: RMB70,282,000) were pledged to
secure bank loans granted to the Group as set out in note 25(i)
and 25(ii).
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14.

Notes to Financial Statements

INVESTMENT PROPERTIES

Bt 5 S AR B

As at 31 December 2016 R-E—N#E+=-HA=+—H

14. REYE

2016 2015

= et —T-RF

RMB’000 RMB’000

AR®T T ARBTT

Carrying amount at 1 January R—A—HNKRESE 2,080 3,580
Reclassification to property, EMOBENE BELERE

plant and equipment - (3,580)
Reclassification from property, BYE BELREEHHE

plant and equipment 6,648 2,250

Depreciation provided during the year FARFTEREE (599) (170)

Carrying amount at 31 December MRt+ZA=+—HBHEREESHE 8,129 2,080

The Group's investment properties are commercial properties
in Shanghai and Jiaxing, the PRC. The directors of the Company
have determined that the investment properties consist of
one class of asset, i.e., commercial, based on the nature,
characteristics and risks of the property. The Group’s investment
properties were revalued on 31 December 2016 based on
valuations performed by Haiyan Zhonglian Asset Assessment
Co., Ltd., independent professionally qualified valuers, at
RMB21,367,500. 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
properties. 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.

The investment properties are leased to third parties under
operating leases, further summary details of which are included
in note 29(a) to the consolidated financial statements.

In 2016, the Group transferred another two commercial
properties to investment properties for leasing.

REENREYETN AT R EE KM
HNEAME- AR ZEEZREREDED
ME BERER BEREMER —BE
EMARK A ER -RN=T—XFE+_A
=t+—B AEBREBIBEELSERHE
/g B R B S E AT A IR A R AT TR B (E
TE BAEBNRENEETHEAAR
#521,367,50070 ° T F - A5 B 0 W) £ 48 38
MSRETERSERZESMIER &
EWXRE—RINEEEME BHAEBIE
B EEITINEDHE - BRI EBIEMISAN
HBE BUMREREREREEKE RS
B R EEsIE R I SR E R A R 2 F TS
ERETHER SRGHEMMAERR

HEERETEFRAN®R -

KREDEREEHEELETE=77 HE—
FEIBNE Gt 5 MR FE29@B A -

R-T—RE AEESZIRNEFRYE
BREREMEUAHHEE-
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As at 31 December 2016 R-E—XN#FE+=-H=+—H

14. INVESTMENT PROPERTIES (continued) 14. REYXE w
Fair value hierarchy PABEEREE
The following table illustrates the fair value measurement TRETAEEREMENALBEFES
hierarchy of the Group’s investment properties: ARBRTE -

Fair value measurement as at
31 December 2016 using

KAUTHEHER=B—R"E+=-A=+—-H
ETNAABETE
Quoted
prices in Significant Significant
active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
WERME EATERE EXFUEE
KR E BAE BAE
(5-8E) (=) (2=®) aat
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT ARBTR ARBTR AR%ETR
Recurring fair value measurement for: & E AR BEE -
Commercial properties ElikJES - - 21,368 21,368
Fair value measurement as at
31 December 2015 using
RAATHEER-Z-—HF+-A=1—H
ETHRABENE
Quoted
prices in Significant Significant
active observable  unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RERMS EAUBRE BEATIEER
HO¥R(E BAE BAE
(F—FE) (5=FE) (£=FE) BT
RMB’000 RMB’000 RMB’000 RMB’000
ARETT AR®TRT ARETT AR®BTR
Recurring fair value measurement for: & FHE R A EETE:
Commercial properties ElikES - - 6,600 6,600
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Notes to Financial Statements

Bt 5 S AR B

As at 31 December 2016 R-E—N#E+=-HA=+—H

INVESTMENT PROPERTIES (continued) 14.
Fair value hierarchy (continued)

During the year, there were no transfers of fair value
measurements between Level 1 and Level 2 and no transfers

into or out of Level 3. (2015: Nil)

Below is a summary of the valuation techniques used and the
key inputs to the valuation of investment properties:

REWE w0

ARAEBEEZERESE @

FA AABENEEEF EAFE_EZH

BEEE TEEAF = ElaE_EE L
“TE—hFE)o

NTREENEHEMBNGEETEREE
WAERBE

Valuation techniques Significant unobservable inputs Range or weighted average
fEESE BEATABEBAE HEENMETIHH
2016 2015
= —T-hF
Shanghai Commercial Discounted cash flow  Estimated rental value RMB332 RMB235
Property | method (per sq. m. and per month)
LEEmRAmER ReRENHEIL At e EE ARM332  ARM2357T
(B¥HAREA)

Rent growth (p.a.) 3%-5% 3%
MEER (8F) 3%ZE5% 3%
Long term vacancy rate Nil Nil
RHYZ=EX i i
Discount rate 5.5% 5.5%
R = 5.5% 5.5%
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R EE

As at 31 December 2016 R-E—XN#FE+=-H=+—H

14. INVESTMENT PROPERTIES (continued)
Fair value hierarchy (continued)

Shanghai Commercial
Property Il
LiErmAmEl

Jiaxing Commercial
Property

REFAYE

Valuation techniques

fEER*

Discounted cash flow
method

REeREWRIE

Discounted cash flow
method
BEeRmEIIRE

14. BEYWE w0
APRAEBEEEREE @

Significant unobservable inputs

EXTUBERAE

Estimated rental value
(per sq. m. and per month)
EErHeEE
(BFARREA)
Rent growth (p.a.)
HeER (54)
Long term vacancy rate
EHEE X
Discount rate

REES

Estimated rental value
(per sq. m. and per month)
HEreEE
(BFRRREA)
Rent growth (p.a.)
HeER (F)
Long term vacancy rate
RHE=EX
Discount rate

PR =x

Range or weighted average

EENMEFIIH

2016 2015

—2-RF —E¥—hf

RMB339 Nil

AR¥3397T =

3%-5% Nil

3%ZE5% =

Nil Nil

5.5% Nil

5.5% =

2016 2015

—E-RF —®2—hfF

RMB54 Nil

AR#547T 3

Nil Nil

Nil Nil

E:d i

5.25% Nil

5.25% =
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Notes to Financial Statements

INVESTMENT PROPERTIES (continued)

Fair value hierarchy (continued)

Under the discounted cash flow method, fair value is estimated
using assumptions regarding the benefits and liabilities of
ownership over the asset’s life including an exit or terminal
value. This method involves the projection of a series of cash
flows on a property interest. A market-derived discount rate
is applied to the projected cash flow in order to establish the
present value of the income stream associated with the asset.
The exit yield is normally separately determined and differs
from the discount rate.

The duration of the cash flows and the specific timing of
inflows and outflows are determined by events such as rent
reviews, lease renewal and related reletting, redevelopment
or refurbishment. The appropriate duration is driven by market
behaviour that is a characteristic of the class of property. The
periodic cash flow is estimated as gross income less vacancy,
non-recoverable expenses, collection losses, lease incentives,
maintenance costs, agent and commission costs and other
operating and management expenses. The series of periodic
net operating income, along with an estimate of the terminal
value anticipated at the end of the projection period, is then
discounted.

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 properties. A significant increase/(decrease) in
the long term vacancy rate and the discount rate in isolation
would result in a significant decrease/(increase) in the fair
value of the investment properties. Generally, a change in the
assumption made for the estimated rental value is accompanied
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.

Bt 5 S AR B

As at 31 December 2016 R-E—N#E+=-HA=+—H

14. BEYEw

RABEEFREE @
BREREREFHT L ARBENSVKBEE
WEmHARRERENMNEREE (B
REBEXILWER) VRBETMH &
E/f/i&ﬁ%f%%*g 5 ) — $$‘£ﬁ§/m§mi§
Al TSITEMNFTREEANBARSRE
LA@EEE_LE@%{F%%%E’JH& S IRE R
WHRATEEEBHREATNRRFTERE-

REMEMNFERERRAMA LA AE
R Ty A SR HAOEHERBEE
B EZNEREEHRE - BENHER
BXMI51TR (BMERRNSET)XE-E
HE SRS RARENB/REE - A a ke H
X WERIEL HERE REER REMN
ReERREMSENERERME Z—
AR TE R SRR - E R TR R A TER ER
mERNSnEEMRT SR g&THR-

EFEEEERTSHEHSFERXEFAR
g,/ OB SETREMEN R A(E fﬁ
RIEEN, Ofd) - RAEBERRITRE
%Kﬁiﬂﬂ/(m})ﬁﬂ%@l&éf%%m
AEBERERD (Eh0) - i HSEE

EHMRRNES —REBSFIERRFTH
RUERERBEUSTRES  BRAZE XL
RAIHBR R AE1E -
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R EE

As at 31 December 2016 R-E—XN#FE+=-H=+—H

15. PREPAID LAND LEASE PAYMENTS

15. T HEEFESFHE

2016 2015
—E—-RE —E—hHEF
RMB’000 RMB’000

AR¥FTR ARETT

Cost: PR :
At beginning of year F7) 63,806 63,806
Additions NE 16,694 =
At end of year FR 80,500 63,806
Accumulated amortisation: RN
At beginning of year F ¥ (10,414) (9,087)
Charge for the year F N (2,171) (1,327)
At end of year FR (12,585) (10,414)
Carrying amount at end of year FREETHE 67,915 53,392
Current portion included in prepayments, & ATERI - # @ & HAtb

deposits and other receivables & Y SR IE 19 7 E B (1,632) (1,327)
Non-current portion SERBE D 66,283 52,065

As at 31 December 2016, the Group’s prepaid land lease
payments with a net carrying amount of approximately
RMB47,427,000 (2015: RMB28,598,000) were pledged to
secure bank loans granted to the Group as set out in note 25(i)
and 25(ii).

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.
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16.

OTHER INTANGIBLE ASSETS
31 December 2016

At 1 January 2016, net of accumulated amortisation

Additions
Disposal
Amortisation provided during the year

At 31 December 2016, net of accumulated amortisation

At 31 December 2016:
Cost
Accumulated amortisation

Net carrying amount

31 December 2015

At 1 January 2015, net of accumulated amortisation

Additions
Amortisation provided during the year

At 31 December 2015, net of accumulated amortisation

At 31 December 2015:
Cost
Accumulated amortisation

Net carrying amount

Notes to Financial Statements

Bt 5 S AR B

As at 31 December 2016 R-E—N#E+=-HA=+—H

16. HitfE

—2-x"H+=-A=+-A

R-ZE—RF—H—RH"

ORR R T8 55
NE
&
FREHRE

RZEBE—RF+_A=+—H"

ORR R 5T 55

R-ZTE—RFE+-_A=+—8:

DN
Rt
BRI FE

Certified
emission rights
R PR
RMB’000
AR®T T

9,083

759
(1,132)
(573)

8,137
11,723

(3,586)

8,137

—E-AF+-A=+-A

R-—ZF—AF—HF—8"

HBx Rt 8 55
NE

FREHBRE

R—_E—RAF+_A=+—H"

ORR R T8 55

R-E—RF+-_A=+—H:

DN
Rt
BRI FE

Certified
emission rights

B P
RMB’000
ARETT

9,606
83
(606)

9,083
12,096

(3,013)

9,083
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B R EE

As at 31 December 2016 R-E—XN#E+=-H=+—H

17. DEFERRED TAX

The movements in deferred tax assets and liabilities of the

17. EZEHIE
AEBETEHELEERABRENNS TN

Group during the year are as follows: 8 <
Deferred tax assets: BLEBIEEE:
Depreciation Fair value
in excess loss on
Allowance Provision  Elimination of of related derivative
for doubtful for unrealised  depreciation financial
Accruals debts  inventories profits allowance  instruments Total
hEEL fESRIA
# BRAE WARERE
RRER RERE FERE REREA  RENEE BR &t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT  AR%ETR ARETT ARBTT ARETR ARETR ARET:
At 1 January 2015 RZE-H%—-A—H 5,465 216 567 068 1,241 - 8,157
Deferred tax credited/(charged) to ~ EWEF A& (HEHR/
the consolidated statement of (BAHBRRIR)
profit or loss during the year WELHIE (42 10)
(note 10) (2,601) 252 350 63 (641) - (2,577)
At 31 December 2015 RZF-A%+-A=1-H
and 1 January 2016 k=Z2-%-A-H 2,804 468 917 731 600 - 5,580
Deferred tax credited/(charged) o~ FRFTAAHRER/
the consolidated statement of (BEHBRRIR)
profit or loss during the year EEERE (fi10)
(note 10) (565) (142) 255 489 19 58 114
At 31 December 2016 RZB—RFt-A=1-H 2,299 326 1172 1,220 619 58 5,694
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As at 31 December 2016 R-E—N#E+=-HA=+—H

17. DEFERRED TAX (continued) 17. ELEHE 0
Deferred tax liabilities: EEBIEEE:

Withholding

tax on Fair value  Depreciation

undistributed gains on allowance

profits of the derivative in excess

Mainland China financial of related

subsidiaries instruments  depreciation Total

hEARE

WEAR fTEEMIA FERERH

AAWaNE  WAREE  BRAEN
Rns B £ a5t
RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETRE ARBTT  ARETRE

At 1 January 2015 R-E—RFE—A—H 12,664 561 1,606 14,831

Deferred tax charged/(credited) to the FENEAHERERNER/
consolidated statement of profit or loss (GtARHERR)

during the year (note 10) EIERERIE (Hat10) (2,448) (1,126) 576 (2,998)
At 31 December 2015 and R-E-H¥+-A=+—-H

1 January 2016 RZF—R"F¥—H—H 10,216 (565) 2,182 11,833
Deferred tax charged/(credited) to FREAMBRERNER/

the consolidated statement of (GtAGHHERER)

profit or loss during the year (note 10) HRIETIIR (Hizt10) 3,429 2,070 1342 6,841
At31 December 2016 RZF-A"E+-A=t-H 13,645 1,505 3,524 18,674
Pursuant to the Corporate Income Tax Law, a 10% withholding BB (EEMIBR)  ERBEARERAKX
tax is levied on dividends declared to foreign investors from the VHIINEREEEMINEREET RS
foreign investment enterprises established in Mainland China. ARBBI0%MBHIB - ZREB —TTNF
The requirement is effective from 1 January 2008 and applies to —A—BERAER WEAR-ZEZTLF+=
earnings generated after 31 December 2007. A=+—RREELNEF -
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B R EE

As at 31 December 2016 R-E—X#E+=-H=+—H

17. DEFERRED TAX (continued)

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

17. EEBIE @

tax balances of the Group for financial reporting purposes:

Deferred tax of the Group as at 31 December 2016 and 2015

relates to the following:

Deferred tax assets arising from:

— Allowance for doubtful debts

— Provision for inventories

— Elimination of unrealised profits

— Accruals

— Fair value losses on derivative financial
instruments

— Depreciation in excess of related
depreciation allowance

RIERI R ETELERAEERAED
REFHBIRAR NG - BIEM T2 R

B AEENRERIAEGHRONMT

AEEBR-_ZE—R"FR_FT—HF+_H

=t HEEHRARTIESREH:

THIREEL PRI IREE -

—REREE

—FERE

— K SH R IR 5

—TRIREH

—PTESRT AR
R EEER

—EBL AR
TERGENEHE

31 December

31 December

2016 2015
—E—-REF —ZE—FHF
+=ZBA=+—H +—A=+—8H
RMB’000 RMB’000
AR TR ARBEF T
326 468

1,172 917
1,220 731
2,299 2,864

58 565

619 600
5,694 6,145
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17. DEFERRED TAX (continued)

Bt 75 S AR MY

As at 31 December 2016 R-E—N#E+=-HA=+—H

EEBIE (@)

31 December 31 December
2016 2015
—E-AE —ZE-hF
+=-HB=+—H +=—A=+—H
RMB’000 RMB’000
AR® TR ARBTT
Deferred tax liabilities arising from: TS EEEARNRERIASE:
— Withholding tax on undistributed profits — /1 B A BEFT B 2 71K 9k
of Mainland China subsidiaries i A B TR (13,645) (10,216)
~ Depreciation allowance in excess of —NEREBELEH
related depreciation WENSEE (3,524) (2,182)
— Fair value gains on derivative financial ~—#T4& & @ T A#
instruments AR BESZE (1,505) =
(18,674) (12,398)
Deferred tax, net TR RE R I 58 (12,980) (6,253)
Reflected in the consolidated statement of 74 G B 75 #A 5 5% 79 e Bk -
financial position:
— Deferred tax assets —iREFHIAE = 3,304 5,935
— Deferred tax liabilities —IRERIEEE (16,284) (12,188)

As at 31 December 2016, 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 RMB340,350,000 at 31
December 2016 (2015: RMB319,247,000).

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

R-B—RE+-A=+—H8 BEHTH
WMERAERN SR NEEB W ESREES
Sl NEIp VAol Y ENGIVER E bRk o E N
AR N MENREREERIE TS
RE ZEWNB R AR E R A KK A B
DIRKZEREL B -R=ZT—ARF+=A
=t+—H ERPEKERBARNKES
B E L EREE R TE A SR TR
RS K4 A ARB340,350,0007T (==
—FRF: AR#%319,247,0007T) °

R A [ B AR A+ BB 3 48 B 7 P S AR A
BIER -

Kingdom Holdings Limited £Z = KRAR A 7
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. PRI A

As at 31 December 2016 R-E—XN#FE+=-H=+—H

18. INVENTORIES 18. F&

31 December 31 December

2016 2015

—E-RF —E—HF

+=ZA=+—H +ZA=+—H

RMB’000 RMB’000

AR®T T ARETT

Raw materials R 205,594 178,318
Work in progress fE& 39,235 32,741
Finished goods RURK i 264,762 129,843
509,591 340,902

As at 31 December 2016, inventories with a carrying amount HAH 250 E R —F—RF+ZA
of RMB40,000,000 (2015: RMB40,000,000) were pledged to =+—HB ERETHE/ARK40,0000007T
secure bank loans granted to the Group as set out in note 25(i). —Z— 1% : AK¥40,000,0007T) FE
ETER ERAEEERKRBITERNE

&
19. TRADE AND NOTES RECEIVABLES 19. BEREZRRAKEKRERE

31 December 31 December

2016 2015

—B-RF —T—RF

+=A=+—H +ZHA=+—H

RMB’000 RMB’000

AR®T ARBT T

Trade receivables U E 5 BRI 198,858 226,473
Notes receivable e 100,344 82,263
Impairment B (1,238) (1,915)
297,964 306,821
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19.

Notes to Financial Statements

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 — @AW

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

Bt 5 AR B

As at 31 December 2016 R-E—N#E+=-HA=+—H

19. ERESRARERRE @

EE—REXTEEH0XREISOR BT
BRI P HEEME  ARE N RKIFEBR
72 1) R W (3] 0 FE MR IR - I 5 15 B A ) P
R EERBRERE - SRERETEHE
BB H A £R - FE UL BRI AT B

AEENRKERREGRNEAR A E
8 HA IR R (E

RBERR AEEHEWE SRFTIZER
BB R B RRE ST T

31 December 31 December

2016 2015
—E—-RE —ET—hHF
+=ZA=+—8 +=-—A=+—H
RMB’000 RMB’000
ARET ARETIT
45,440 191,785

86,576 11,969

33,084 13,201

32,520 7,603

197,620 224,558

Kingdom Holdings Limited £3Z &K EMR AT
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B R EE

As at 31 December 2016 R-E—XN#E+=-H=+—H

19. TRADE AND NOTES RECEIVABLES (continued)

The movements in the provision for impairment of trade

receivables are as follows:

At 1 January
Impairment losses accrued
Impairment losses reversed

w—H—H
RETRERE R
B B 1R )

Included in the above provision for impairment of trade
receivables is a provision for individually impaired trade
receivables of RMB1,238,000 (2015: RMB1,915,000) with a
carrying amount before provision of RMB2,061,000 (2015:

RMB3,643,000).

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:

Neither past due nor impaired
Less than 1 month past due

1 to 3 months past due

Over 3 months past due

B 8 B R (B
BH—EARN
BHR—ERE=EHA
BH=EANK L
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19.

EWE SRR RERRE @
FEACE IR FOR B R BB T -

31 December 31 December

2016 2015
—E—-XRE —T—hF
t=A=+t—-HB +=H=+—H
RMB’000 RMB’000
ARBT R AREET T
1,915 786

325 1,129

(1,002) -

1,238 1,915

Ll EE 5 ER SR E R 2B E R R E R
fEUW E SRR T AR #1,238,000T (=F
—FRF: AR%1,915,00070) @ BEERTERE
SEEAAR2,061,000T (ZZT—HF: A
R #3 643,0007T) °

ERERYE SRR ER AT BRAEN TP
BB FAFHE R Y m AR e YRR -

I I8 51| 2 5= BB 1R A IR (B HY e W 5 BR R A
FREC DATAA T -

31 December 31 December

2016 2015
ZE—RE —E—hF
+=A=+—H +=-A=+—H
RMB’000 RMB’000
AR®T T ARBET T
131,629 183,505

31,234 8,281

31,429 25,170

2,505 5,874

196,797 222,830
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Notes to Financial Statements

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 2016, the Group endorsed certain notes
receivable accepted by banks in the PRC (the “Endorsed
Notes”) with a carrying amount of RMB10,374,000 (31
December 2015: RMB14,815,000) 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 was
RMB10,374,000 as at 31 December 2016 (31 December 2015:
RMB14,815,000).

19.

Bt 75 S AR MY

As at 31 December 2016 R-E—N#E+=-HA=+—H

EWESRAREREE @
B 4 60 H TR B R FE N IB B R 2 RN R &=
FER ZEBPEHRIBENESL -

EBHERBENBURARS BB LT
FRR ZFEFREAKEERIHBHE
BoRBAEER ARREZRAERY
ZEEHRERERE DAEEERERE
B EZFREBDER SR A EBKE -

HREHARE - WEKE 5 ERAREEER
BENEASEEREAAEERE -

WHEEHRILBEINERRE

R-B—RE+-_A=+—80 A&EERHE
ATHEREESE THTRARITENE
WEE([EEEEE]) FESEAAR
#10,374,0000C (ZE—RE+_A=+—
H: AR®14,815,0007T) @ A BEMNZSE
HEFNESNZEZER(BEE]) - EFR
A AEENRBEREREER BFF
BZEEEEZEMNEYRE BWASEEE
BRERACEEZENEEESE TENES
ERNEPRASE - REER A5ET
ERBEMEASEEZBENES  21ER
FAEME=FLE EERERCHES
B UHEREEBRENEEEEREE
NENESEZIN - Z—"F+_-_A=+—
HHERE 85 A A R%10,374,0000T (==
—hF+=ZA=+—H: AR®¥14,815,000
JL) °
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5 755 3 R B 5

As at 31 December 2016

19.

20.

R-_F—RNFT_A=1+—H

TRADE AND NOTES RECEIVABLES (continued)

Notes receivable that are derecognised in their entirety
At 31 December 2016, 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 RMB8,378,000 (31 December 2015:
RMB8,942,000). 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 is 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 2016 (2015: 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.

PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

Prepayments

19.

20.

Prepaid land lease payment due R—FANEE T hHEE

B FIA
R I B Al R WA

within one year
Deposits and other receivables
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ERESRAREREE @
PEHARILBEIANERERE
R-E—ARE+_A=+—HB -A&EMRA
EETHERSEETHRREMNRTER
MERER ([RIEEREE])  REARE
B AR¥S8,378,000t (ZE—HF+_A
=+—H: AR#%S8,942,0007T) * A5 E
NZERERNENE SRR - RILERE
EHRE BB — 2/ E A8 AEIE - B I
FREZERL KEEZEMNEEAGERS
BMIRTEANRNEAEERIEAR ([HE
SH|) - BERE AEBEHEBABRILL
WREENE KNI R b & E o F I 2
SEERIEERRIEERRE RABEESE
SEFNEHMETDCE  AEFFESERK
IFEREE KR Z SR IR BRI R
BB RENRSEXEREENEHERA
CH-EZRA ASEBEL2HRKRIEER
ZEMNARBELIFEK

R-ZB—RE ARBYWRNEREL LR
SRENRATASZABER(=ZF—1
FE) ARERFAN R EERSE
SENEASEIER - FEDNFRFY
fEh

RN # 2 R E M EWRE

31 December 31 December

2016 2015
—E-RE —E—REF
t=RA=+-B +ZA=1+—H
RMB’000 RMB’000
AR®T ARBTT
4,642 3,260

1,632 1,327

38,161 23,639

44,435 28,226




20.

21.

Notes to Financial Statements

PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES (continued)

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 relate 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.

DERIVATIVE FINANCIAL INSTRUMENTS

BE/(8HE):
S HA A 49— BN HS

Assets/(Liabilities):
Foreign exchange forward contracts
— current

The Group uses currency forward contracts to manage some
of its foreign currency transaction exposures. These currency
forward contracts are not designated as cash flow, fair value
or net investment hedges and are entered into for periods
consistent with foreign currency transaction exposures,
generally from one to twelve months. These contracts will
mature within 2017.

The derivatives are measured at fair value as at 31 December
2016.

20.

21.

Bt 5 S AR B

As at 31 December 2016 R-E—N#E+=-HA=+—H

AR B R b fE U208 =)

bt R A AR AT B M B B E B R
5

bt & EERERE B IR ORI (B - BT A L A
F) S B A B BT HA NP SR HE R RO 8% ) R WK SRR
B

HREHARIE wEMK R REMLE
WRIEH R REE AR EERSE -

fTE€mT A

31 December 31 December

2016 2015

—E-XRE —E—RF
+=—A=+—H +=—A=+—H
RMB’000 RMB’000

AR%T T ARBEF T
5,788 (2,258)

AEEEREREHNSCNERETOIE
RHRAK ZEEEERRENREERRE
mE - RABEIOFREL R MAIZAH
AENERFRER - (—RE—Z2T @
A) - ZEEHBR_ZE—tFREIH-
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B R EE

As at 31 December 2016 R-E—XN#E+=-H=+—H

22. CASH AND CASH EQUIVALENTS AND PLEDGED 22. BE&RBREESEYURBEAER

DEPOSITS

Cash and bank balances

Time deposits

Less: Pledged deposits for bank loans
Pledged deposits for letter of credits
Pledged deposits for forward contracts
Pledged deposits for notes payable

Cash and cash equivalents

Denominated in RMB
Denominated in HK$
Denominated in EUR
Denominated in USD

Denominated in other currencies

Cash and cash equivalents

The RMB is not freely convertible into other currencies,
however, under Mainland China’s Foreign Exchange Control
Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations, the Group is
permitted to exchange RMB for other currencies through banks

e RBTES
& B

L BERLIRTT BRI e 1 R
E R EAARER O FR
EREMEQEMETR
ERENRBIERETR

R RALEEN
UARMEE
WA T ATHE
AR T 31
T AHE
DA M A

BeMREEEY

authorised to conduct foreign exchange business.

31 December

31 December

2016 2015
—E—-RE —ET—hF
+=-—A=+—H +=—A=+—H
RMB’000 RMB’000
ARBT T ARET T
353,866 297,565
353,866 297,565
- (41,511)

(68,338) =
(6,017) (8,540)
- (10,300)

279,511 237,214
206,545 183,942
8,242 4978
14,165 55,730
124,609 52,543
305 372
353,866 297,565

ARBTABEAARAEMER R R
EREARER GMNEEREM) K (KEE-
EEMEERRE) AEEELEERE
BREEETTINEEBNRITEARE LIAE
fE* -
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23.

24.

Notes to Financial Statements

Bt 75 S AR MY

As at 31 December 2016 R-E—N#E+=-HA=+—H

TRADE AND NOTES PAYABLES 23. ENESERRESESR
An aged analysis of the trade and notes payables as at 31 R-ZE—RFT-A=1—8 ZNHHRINBH
December 2016, based on the payment due date, is as follows: Ao BNENESERLENEERE DN

LUNNE

31 December 31 December
2016 2015
—RE —ZET—AHF
+=A=+—H +=—H=+—H
RMB’000 RMB’000
AR®T AREEF T
Due within 1 month or on demand — B A AR B REKEER 19,813 52,518
Due after T month but within 3 months ~ —1{& A LA1& 18 =1{& A A 2| &5 108,644 45,530
Due after 3 months but within 6 months =1 A LA 121875 {E A K ZI| 28 1,032 =
129,489 98,048

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

OTHER PAYABLES AND ACCRUALS

Advances from customers EE R
Accruals BRRE A
Other payables H A FE A 5K

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.

24.

R AEEBE R B RS WS H

X EM&%WU% WERE SR KRIE
NEBNERAeREE A EBERS -

HttENGREREREA

31 December 31 December

2016 2015

ZE—RE —E—FhF

+=—A=+—H +=—A=+—H

RMB’000 RMB’000

AR¥ T ARBTT

5,188 8,411

2,708 3,707

42,418 39,344

50,314 51,462

ERAEEBE R E RS WS

X m#a%mﬂ% WE%?H%E&E

REMNEASEEEAAEERS

Kingdom Holdings Limited £3Z &K EMR AT

157



| Notes to Financial Statements

. PRI A

As at 31 December 2016 R-E—XN#E+=-H=+—H

25.

Current BN E

Secured bank loans BERRTER
Unsecured bank loans BEERRTER
Subtotal et
Non-current FEDE

Secured bank loans BHEARITER
Total At

Analysed into:

Bank loans repayable:

Within one year

In the second year

In the third to fifth years, inclusive

Beyond five years

INTEREST-BEARING BANK BORROWINGS

Effective
interest rate
(%)
BRF=®
(%)
2.50 -3.92
0.30 -4.44
4.28
AT
FEEERITER:
—FR
FF

F-2FLF (BREEMT)

RFAE

2016 Annual Report —Z — X FF |

25.

2016

—E-RF

Maturity

25

2017

2017

FERITEE

Effective

interest rate

RMB’000 (%)

BB =

AR®T (%)

304,911 3.06-5.40

226,192 1.97-5.09
531,103
100,800
631,903

31 December

2015
ik

Maturity ~ RMB'000
A8 ARETR
2016 90,708
2016 277,325
368,033
368,033

31 December

2016 2015
—E—-RE —T—hHF
+=HB=+—H +=HA=+—8
RMB’000 RMB’000
AR¥FT T ARBEF T
531,103 368,033
25,200 -

75,600 =
631,903 368,033




25.

Notes to Financial Statements

INTEREST-BEARING BANK BORROWINGS

(continued)
Notes:

(i) As at 31 December 2016, the current interest-bearing bank
borrowings with a carrying amount of RMB304,911,000 were
secured by certain property, plant and equipment, prepaid
land lease payments, inventories and pledged deposits of the
Group with carrying amounts of RMB207,598,000 (2015:
RMB70,282,000), RMB31,685,000 (2015: RMB28,598,000) and
RMB40,000,000 (2015: RMB40,000,000) and RMB Nil (2015:
RMB41,511,000), respectively.

(i) As at 31 December 2016, the non-current interest-bearing bank
borrowings with a carrying amount of RMB100,800,000 were
secured by certain property, plant and equipment, prepaid
land lease payments, of the Group with carrying amounts of
RMB57,070,000 and RMB15,742,000, respectively. As at 31
December 2015, there were no non-current interest-bearing
bank borrowings.

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

The fair values of the non-current interest-bearing bank
borrowings have been calculated by discounting the expected
future cash flows using rates currently available for instruments
with similar terms, credit risk and remaining maturities.
The Group’s own non-performance risk for interest-bearing
bank borrowings as at 31 December 2016 was assessed to
be insignificant. Management has assessed that the carrying
amount of the non-current interest-bearing bank loans of the
Group approximates to the fair value due to their floating
interest rate.

Bt 75 S AR MY

As at 31 December 2016 R-E—N#E+=-HA=+—H

SFERITEE @
M

(i) RZZE—AR"F+ZA=+—H8 KES
E A AR304,911,0007T 8 BN HA 5t &
BITEELAESEEASEIIAAR
#207,598,0000t (ZZE—HF: AR
70,282,0007T) * A R #31,685,0007T (=
T—HF: AR¥28,598,00000) * AR
#40,000,000c (ZFE—RAF: AR¥
40,000,000) R ARBZ T (ZF—H
F: AR¥41,511,00070) & T Y3 B
BREE tiAEBEMFIE TERBIE

HIF AEHE R -
(i) R-ZE—RE+-_A=+—H8 EKELHE

A AR #100,800,0007CHFEBN HAEH B8R 1T
BENRA2ES A AR%57,070,000
TR ARET5,742,0000E T - BE
KA DA I + 30 0 B B A SRIB R o 1

—RAFE+=—A=+—8 WEFENH
FTERITIEE -

mRE AR EAZZIKEIEHHH?E%E?T%?
ROEESEEEAREERS

SERNEIET BRIRTTREEN AR BERERNEA
BROET  EERR R RgRF RN T AR
Eﬁfi’ﬂajz‘v@ﬁiﬁﬁi/ﬁﬂﬂixiﬁi//|L$n‘|’ T
Z-—RETZA=+—8 XEEXRHEHG
SRITEENTRAOBRRBEFERLTE
j( RERER G AEERIERNHEF S
RITERARNREZBN XSS WERAS
mEHQNABERS-
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. PRI A

As at 31 December 2016 R-E—XN#E+=-H=+—H

| 26. SHARE CAPITAL 26. B
Shares Bz 13
2016 2015
—B-RE —T—AF
RMB’000 RMB’000
AR®T R AREBT T
Issued and fully paid: BEITMER
629,678,000 (2015: 629,678,000) 629,678,000 (—=E—H % :
ordinary shares 629,678,000% ) i@ % 6,329 6,329
A summary of movements in the Company’s share capital is as RARM RSB AT
follows:
2016 2015
—E-XKE —Z—hfF
Number Number
of shares Amount of shares Amount
BB #AE £ RHBA x|
HK$'000 RMB’000 RMB'000
equivalent HK$'000 equivalent
TAT AR%TR TEL  AREBTR
(%8) (%@)
At 1 January R—A—AH 629,678,000 6,297 6,329 631,600,000 6,316 6,345
Shares repurchased BERH - - - (1,922,000) (19) (16)
At 31 December R+=ZA=+—AH 629,678,000 6,297 6,329 629,678,000 6,297 0,329
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SHARE OPTION SCHEME

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

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

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 four 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.

27/
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As at 31 December 2016 R-E—N#E+=-HA=+—H

BB IR T &

AREIRA—EERETS ([5181]) - R
UAKEEBAUELHERMNAERSEA
REMBREEMR -FAENAERZEA
BREALFER (BERBILIFNTESR) R
BERARAMBARNASEEMES
HEm TR RE BH BEIREE-
AERZETRET-ATRRRER K
FWBURKERT BRI AZBER 58
pile

RBFT IR AR B RITRBAREN &
BB BERITERESER AR REMA
REE BTN M10% - RIFFHEINERE
B2 EAERNBERENA THTHRS
BOHEE  REA+—EAREATAER
AR BRMEMA BB BITRO 1% - K ik
HRBULR BB AR R S IR IR R A S Bt
fE

RHBRZENENTNZZ BHE218R
BAR AN BERES £0.0ETEMR -
BREMBRENTEMARESRE YR —
E-FRBHEMAG ARTERREER
1 B HEE NS AE B 7kt 8IfE TR A IR
IE (ARBEERE) -

BRETEERESETE  ETEER TS
FENRSE  ((NE2BRERARARF]
BB R PV (B R (DB ZIRE B
A FLERX 5 B AR 2 BB A0 OB A2 P 0 S35 L
B : (i) fn E{E

FERUEY B T A AMEUR B SR BRER A
g LIREHRER -
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As at 31 December 2016 R-E—XN#E+=-H=+—H

27. SHARE OPTION SCHEME (continued) 27. BRESE
The following share options were outstanding under the FAETEIETEARTTENBRERNT
Scheme during the year:

2016

— i
Exercise price Number
HK$ of options
per share ‘000
TEE BAESE
BRET T
At 1 January n—RA—H 2.00 22,250
Forfeited 2R 2.00 6,000
At 31 December Rt=—A=+—~H 2.00 16,250
On 26 August 2016, the board of directors passed the RZZB-—RFNAZTRB - EEZGRBR

-

resolution to forfeit 6,000,000 shares. 7% 228 U86,000,0004% f% 15 °

The exercise prices and exercise periods of the share options IR E BAIR M ARTTE B AR RO 1T (B B R T2
outstanding as at the end of the reporting period are as follows: HAGOR -
Number of
options Exercise price* Exercise period
BREHE TREE" TR
‘000 HK$ per share
T BT
4,875 2.0 24/2/2016-23/8/2019
—E-RFZAZTHMBEE_Z-AFNAZ=+=H
11,375 2.0 24/8/2017-23/8/2019

—E—+EFNAZTEBEE_ZE-AFNAAZ+=H

16,250
¢ The exercise price of the share options is subject to adjustment ¢ TEAETTHAR - EEITALR B AR 2 IR AN B
in the case of rights or bonus issues, or other similar changes in E M E U e a5 5T BRERTTIEE
the Company’s share capital. ZRIEML T EE
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SHARE OPTION SCHEME (continued)
No share options were granted during the year ended 31
December 2016 (2015: the fair value is HK$2,680,000,
equivalent to RMB2,208,000), of which the Group recognised
a share option expense of RMB376,000 (2015: RMB1,636,000)
during the year ended 31 December 2016.

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

Dividend yield (%)

Spot stock price (HK$ per share)

Historical volatility (%)

Risk-free interest rate (%)

Expected life of options (year)

Weighted average share price (HK$ per share)

The expected life of the options is based on the historical data
over the past three years and is not necessarily indicative of
the exercise patterns that may occur. The expected volatility
reflects the assumption that the historical volatility is indicative
of future trends, which may also not necessarily be the actual
outcome.

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

At the end of the reporting period, the Company had
16,250,000 share options outstanding under the Scheme. The
exercise in full of the outstanding share options would, under
the present capital structure of the Company, result in the issue
of 16,250,000 additional ordinary shares of the Company
and additional share capital of RMB28,926,000 (before issue
expenses).

27/

RERE (BRET)
R 52 8% 1 (%)
2 L ) 2R (%)
BRETEA 8 (F)
HEFHRME (BERAET)

Bt 75 S AR MY

As at 31 December 2016 R-E—N#E+=-HA=+—H

RS E
RBE-_Z—RFEt+t-_A=+—BItFE
BESEERE(ZE—hF: AAEBHEA
2,680,000/ 7T (FHERAREE2,208,0007T) )
ERAREEREE—Z—"F+-_A=1+—H
IEF ERERE AR S AR376,0007T (=ZF
— R AR¥1,636,0007T) °

ERNH ARG EERRENRAEEIR
RO BEMANA BRI GG EHEERE
B BB AR ) 5 S kA » TR P FTAAR
AU B A1

Share options

granted on

24 August 2015
R-E—RF
NA=+WmA
R g RE
5.86

1.28

41.49

0.96

4.00

1.47

BEEEAFHIRBEBE=FNELH

T8 HI R 0 2 R PR S ¢ 0 R AU AR SR AE B0 R
REEREREEAER -

RBEPRRNE B mREERT
AR ERIRET EITTE AV B A -

REREHIK - A 5] 16,250,0001 1R E 5t
SMARITERBRE - EAR QR RITEARLE
BT BEITERRTENBREE S
£716,250,00088 " A1 REIMNE B B A R
28,926,000 CEEIMEAS (FNBREEITRZAT) ©
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As at 31 December 2016

28.

R-F—RNFT_A=1+—H

RESERVES

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 therefor 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.

Share option reserve

Details of the Company’s share option scheme and the share
options issued under the Scheme are included in note 27 to the
financial statements.
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As at 31 December 2016 R-E—N#E+=-HA=+—H

28. RESERVES (continued) 28. W 0
Share premium IR 43 2 (B
The application of the share premium account is governed R GEERNERXFAERSAREEE -
by the Companies Law of the Cayman Islands. Under the RERSHEATE  HMEBEZRD KRS
Companies Law of the Cayman Islands, the funds in share BER - RARIREHN A EEBKBREPIFE
premium account are distributable to shareholders of the FEER Bl A ERTHES A DK T
Company provided that immediately following the date on RRAFRRER

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.

29. OPERATING LEASE COMMITMENTS 29. REHEERE
(@ As lessor @ 1EAHEA

The Group leases its investment properties (note 14 AEBRBELELHERHEEHKRE
to the financial statements) under operating lease WE (MBHRERWE14)  ZFHEL
arrangements, with leases negotiated for terms ranging EENFRANTMEERF - LEMR
from two to five years. The terms of the leases generally ENRR—RITREEL X NRESR
also require the tenants to pay security deposits and NETRAIREE RSO TREPEEE
provide for periodic rent adjustments according to the fEH FHEE -

then prevailing market conditions.

At 31 December 2016, the Group had total future RZE—RF+_A=+—H K&

minimum lease receivables under non-cancellable ERZEE P R S80S Al RaH R 2

operating leases with its tenants falling due as follows: EEUTFHRNARRKELEEK
RIA4REE :

31 December 31 December

2016 2015

—E-AF —E—HF

+=ZB=+—H +=—A=+—H”

RMB’000 RMB’000

AR¥T T ARET T

Less than one year —&FR 529 420

In the second to fifth years FEEREF 254 -

783 420
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As at 31 December 2016 R-E—XN#E+=-H=+—H

29. OPERATING LEASE COMMITMENTS (continued) 29, REBPEAE w0
(b) As lessee (b) EREBEA
The Group leases certain of its office properties AEERBKEHERHEREET
and warehouse properties under operating lease MAEMERBRBEYE -ZEWEN
arrangements. Leases for properties are negotiated for HELERNERENF=F20%F"
terms ranging from three to five years, and those for MPAERENHEHABMER -

office equipment are for terms after two years.

Non-cancellable operating lease rentals were payable as AORELEHEHSN AT FHE
follows: it :
31 December 31 December
2016 2015
—REF —T-HF
t=ZA=+—-H +ZA=+—H
RMB’000 RMB’000
AR®TF T AREFT
Less than one year —F RN 1,919 2,211
In the second to fifth years F_EZERF 1,592 812
After five years hF% 840 -
4,351 3,023
The Group leases certain properties located in Mainland REBEPBRKE FEREAN *E
China, Hong Kong and Italy as the Group’s offices. The RETHERERAEENRAE ¥
leases run for an initial period of three to five years. WREEMA=ER%F-
30. CAPITAL COMMITMENTS 30. BEAREIE
Capital commitments in respect of the purchase of items of FHABEYVE BEARBEERT A
property, plant and equipment outstanding as at 31 December =+ —HRARX MBI REM B HER AT
but not provided for in the financial statements were as follows: BEEE R AENT
31 December 31 December
2016 2015
—B-REF —T-RF
+=A=+—H +=ZA=+—H”
RMB’000 RMB’000
AR®T T AREFT
Contracted for BET4 77,930 97,230
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31. RELATED PARTY TRANSACTIONS

(@)

(b)

Transactions with companies controlled by one of

the Company’s directors

(i)  During the year ended 31 December 2016, the
Group leased offices and manufacturing facilities
located in Mainland China from Zhejiang Kingdom
Creative Co., Ltd. (“Kingdom Creative”) and
incurred operating lease charges of RMB500,000
(2015: RMB500,000). Mr. Ren Weiming, has a
controlling equity interest in Kingdom Creative.

(ii)  During the year ended 31 December 2016, the
Group purchased electricity from Zhejiang Yuyuan
Solar Co., Ltd. with an amount of RMB1,285,000.
Mr. Ren Weiming, has a controlling equity interest
in this company.

The lease expenses were made according to published
prices and conditions offered by the lessor to its major
customers.

Compensation of key management personnel of
the Group

Short term employee benefits % HE B R A
Post-employment benefits BB 12 13 1

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.

Bt 75 AR B

As at 31 December 2016 R-E—N#E+=-HA=+—H

31. B8
(@

(b)

BEARS
HEAAQAR—BREEZEHN QT
ETHRS
i)y REE-—Z—RF+-_A=1+—

HIEFE  ANEBANTNTISEA
¥R ERAR ([SEAIZE])
8 A 2 (B iz 72 B K FE 9 3% A
ENEERE  TEENSEH
EE&H A AR500,0007T (=
ZT—hHF: ARE500,0007T) °
EHERR L WA ©ZRIEMNE
Be e 2 o

iy REBEZZT—A"F+ZHA=1—
HIEFE AEBEBNRARE
1,285,0007C [T /T 2R XA H
RARIEE - (THEBILEREZ

DA R A o

HEERNREALEARNEEER
FiRftm e XM ER R IGEL -

AEBTEEEASHNHEE

2016 2015
—E-RE —E—fE
RMB’000 RMB’000
AR®T T AR¥ET T

4,736 4,579
126 153
4,862 4,732

EENERTHRAEBMENE — P
BEN B IHREM LS

EXHFE @Y KB BEE T X 5 TME K
MEXS (EER EMRAE A

B)e
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As at 31 December 2016 R-E—XN#FE+=-H=+—H

32. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial

32. RENSENE®MIA
RFERIFR  SERSR T ANERSEN

instruments as at the end of the reporting period are as follows: e
2016 —B-A%E
Financial assets TRMEE
Loans and
receivables
= £793
& W kIR
RMB’000
AR®T T
Trade and notes receivables EUE 5 AR R IR = 5% 297,964
Financial assets included in deposits and STARE REMBKRKREN SR EE
other receivables 38,161
Cash and cash equivalents ReLREFEY 279,511
Financial assets at fair value through profit or loss BRAREBEFABZNEREE 5,788
Pledged deposits EEMEFR 74,355
695,779
Financial liabilities THAE
Financial
Financial liabilities
liabilities at fair value
at amortised  through profit
cost or loss Total
B SER A RANEE
I BR Y FFABRERN
THaE THMaE A5t
RMB’000 RMB’000 RMB’000
AR¥EF T ARETR AR®T T
Interest-bearing bank loans FTRBRITEN 631,903 - 631,903
Financial liabilities included in  &F A E A f& [ 5 IE &9
other payables TRAE 42,418 - 42,418
Trade and notes payables BN E SRR R BN RE 129,489 - 129,489
803,810 - 803,810
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As at 31 December 2016 R-E—N#E+=-HA=+—H

FINANCIAL INSTRUMENTS BY CATEGORY

(continued)

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

(continued)
2015

Financial assets

Trade and notes receivables

Financial assets included in deposits and

other receivables
Cash and cash equivalents
Pledged deposits

Financial liabilities

Interest-bearing bank loans

Financial liabilities included in
other payables

Trade and notes payables

Dividend payable

Financial liabilities at fair value
through profit or loss

BERSENSMIE

RIEHR SHemTANKRMEREN
T g
—E—ARF
SREE
Loans and
receivables
JE YR IE
RMB’000
ARET T
EWE 5 R R EREE 306,821
FSTARS REMEWKIENCHEE
23,639
RekBeFEY 237,214
[ ETEEN 60,351
628,025
SMAE
Financial
Financial liabilities
liabilities at fair value
at amortised  through profit
cost or loss Total
RESEA AR BRAREE
ZI| R #Y FFAEEA
TERBE SEAaE Kt
RMB’000 RMB’000 RMB’000
ARET T ARET T ARETIT
T EIRITER 368,033 = 368,033
T A E AL FE S FRIE /Y
TRAR 39,344 = 39,344
ERTE B RA R IERNRIE 98,048 = 98,048
FERT AR B 187 = 187
BEAREBEGAERR
TRAR = 2,258 2,258
505,612 2,258 507,870
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As at 31 December 2016 R-E—XN#E+=-H=+—H

33.

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:

33.

TMTANAREBERAIAEE
AEECRTANEERSBERAAEE (H
FHeREAABESEREERIMN N
T

Carrying amounts Fair values

RE&HE AREE
2016 2015 2016 2015
ZBE-Rf —T-1F ZB-XR§ —T-IF
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR ARETT AR%¥TR ARETT

Financial (liabilities)/assets SR(8E) EE

Derivative financial instruments TESRMIA 5,788 (2,258) 5,788 2,258)

Management has assessed that the fair values of cash and
cash equivalents, trade and notes receivables, financial assets
included in prepayments, deposits and other receivables,
pledged deposits, current interest-bearing bank loans, trade
and notes payables, an amount due to an associate, a dividend
payable, financial liabilities included in other payables and
accruals approximate to their carrying amounts largely due
to the short term maturities of these instruments. The carrying
amount of the non-current interest-bearing bank loans of the
Group approximates to their fair value because the loans have
a floating interest rate.
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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 2016, the marked to market value of the
derivative asset position is net of a credit valuation adjustment
attributable to derivative counterparty default risk. The changes
in counterparty credit risk had no material effect on the
financial instruments recognised at fair value.

33.

Bt 75 AR B

As at 31 December 2016 R-E—N#E+=-HA=+—H

EMIENAIABERAAEE
EREREw
UAEBNELEAENTHIaEEES
MTEAAEBETFZMNER MIZEF - UL
BEEERNVEAEREZLZESER N
WEBE BB T ANEEE
WEEHEMEANEZG AEB - HER
BKHERE I - EREEeeTFim
HEBENMERMAAETH L FEETS

2%,

TREENBENAAREBERENRZS (&
HBENERIN FETERRXBRT AR
SRARK-

AEFRRZEH T (EERRAMEER
AN TREEB)ITUTESRIE -T4S
BTR(BREMERSH) DEMEEY
EE R ARABLN A ERDFE (A
BREE) RERUAANT ZRIENT
BABRBAE BREFINEERYE.
SINGEE BV K% i HA B =% BRI R 4R - SR HA
BHNRESRERE A EEAR -

RZZB—ARE+TZA=+—H ETERZRE
MOTEBEMRR D MRS MOTETEHFT
BHORBREBENEEFEAR - BFHER
RN ESEIR AR BERANSRTAY
BEATE-
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33. FAIR VALUE AND FAIR VALUE HIERARCHY OF 33. ERITANAARBERAAREE
FINANCIAL INSTRUMENTS (continued) ZMERE w
Fair value hierarchy PRABESREE
The following tables illustrate the fair value measurement TRETAEESRIANAABEIES
hierarchy of the Group’s financial instruments: ARIRHE
Assets measured at fair value: BAREBHEFTENEE

Fair value measurement using
RANTHEBETHNARBEENE

Quoted prices Significant Significant

in active observable  unobservable

31 December markets inputs inputs
2016 Level 1 Level 2 Level 3
“E-XE  RNEBRWE EBEATERE EXTUEE
t=A HRE AR BAE
=t+-H B EZE $=FE
RMB’000 RMB’000 RMB’000 RMB’000

ARETR ARBTR ARETR AR%®T=R

Financial assets at fair value through RAABERSARS
profit or loss — foreign exchange forward ~ H1& B EE
contracts —SMNEEHE K 5,788 - 5,788 -

5,788 - 5,788 -
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As at 31 December 2016 R-E—N#E+=-HA=+—H

33. FAIR VALUE AND FAIR VALUE HIERARCHY OF 33. ERMIEANAAREBERAAEBE
FINANCIAL INSTRUMENTS (continued) EREE @
Fair value hierarchy (continued) NABESFREE @

Fair value measurement using
RAATBRETNAREENE
Quoted prices Significant Significant

in active observable  unobservable

31 December markets inputs inputs
2015 Level 1 Level 2 Level 3
—E-RF  NERWE  BATER EANIUEER
+=A R R 1B E PN BAE
=+—H F—[E E_[E E=E
RMB’000 RMB’000 RMB’000 RMB’000

ARBTT ARBTET ARETT ARET:T

Financial liabilities at fair value through & ALEER ABEM

profit or loss - foreign exchange TREE
forward contracts —NEERBE L (2,258) = (2,258) =
(2,258) - (2,258) -
During the year ended 31 December 2016, there were no REBE_T-—R"F+_A=+—RILFE"
transfers between Level 1 and Level 2 fair value measurements, AABEFEEE—ERFE_EzRAMES
and no transfers into and out of Level 3 fair value BonEEAFE-EXBAFE-EEL-
measurements.
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As at 31 December 2016 R-E—XN#E+=-H=+—H

34.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group's principal financial liabilities other than derivatives
comprise interest-bearing bank loans, trade and notes payables,
a 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.

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.
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% SNERR - EEERMRBERR B
ST T XA E IR & R R AR o
AEBEABITETENSFTHREIAR M B R
RHTEE2.4

A = 2
AREBENT SRS E R E B EAKER
FEN R ENRTEREH - AKEYL &
ERITES R T AN EN KRR -
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FINANCIAL RISK MANAGEMENT OBJECTIVES 34. IEAREEEEREE @

AND POLICIES (continued)

Interest rate risk (continued)

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 equity excluding
retained profits.

2016 —E—RE
RMB AR
RMB AR
2015 —E—hF
RMB AREE
RMB AR

Foreign currency risk

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

F =@ ()
TRETENMBEMEHT LR  AEEF
AR T Al F S R S B A RE S BB E
(BREFEFREENTE) - FIRESFHY
AEENEZE (REB RN BT E -

Increase/ Increase/
(decrease) in (decrease) in

interest rate  profit before tax

A= BR Bt Al 738 A

LR (CFE) & GRD)
RMB’000

AR®TR

(1%) 161
1% (161)

(1%) 132
1% (132)
S LB

SMERR RRINEERZEBMEN SR T A
MARBEIARKRESRERBNER A
SEMIMNERE B TRKE SRR BN
TR M ERTTAE R SE AR R B M) RE B 7
B MAET BT RETINE  EAKEE
LN e o
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As at 31 December 2016 R —==F

34.

—ANFTZA=+—H

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

Foreign currency risk (continued)

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 EURs, as described in note 23.
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.
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.

The following table demonstrates the sensitivity to a reasonably
possible change in the US$, EUR and HK$ exchange rates, 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 2016 BE-Z—XRE

T-A=+—HLFE

34.

If RMB weakens against US$ AR N ETHESS
If RMB strengthens against US$ MARBHETER

2016 Annual Report =& — XFE&E

BHREREEEERBER &

SR BE ()

NPT EE23 FT Al - N BB BE] S IMERBIA

HY ST ELHE G SN TS LA SE T BT HIME A
EREASARBEESNER HhHEEE

INERBR - REBMBR AN E EZHEB

RETEERE A E NSRS 2P

IAREOR B F BER BT IS ATR K - BIE[E
7% ik A8 BE R SN LB - W AR AR E BB B E
TR TE (WINEERHIA L) HhEXRINE
Rk -

TRETEMERMEHTER  NEER

AT @ A ZE T~ BUT RS T IE R4 12 A E
FHHNHXE (HREBKEEREE (B
SNEESTAE T B) MR BEEE)) o INEER

BEiEas (RBRAMBRIN LEZE-

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

SPEEER RR B A1 % F

EFH (T #h CEA)

% RMB’000

AR¥Tx

5 9,413
(5) 9,413)
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES 34.

AND POLICIES (continued)
Foreign currency risk (continued)

Year ended 31 December 2015

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

Year ended 31 December 2016

If RMB weakens against EUR
If RMB strengthens against EUR

BHE_ZT—RF
+ZA=+—HLEE
PUPNES S B
AR KT

BE-_Z—XE
+t=ZBA=+—RBHLEE
AR S B UTE S
mA R 5 BT E

IEE & B ()

HREEARTERERKE @

Increase/ Increase/
(decrease) in (decrease)
foreign currency in profit
rate before tax
SN B 3R B 54 AT 8 )
EF(TR) 8/ Cfd)
% RMB’000
ARET T
5 8,119
(5) (8,119)
Increase/ Increase/
(decrease) in (decrease)
foreign currency in profit
rate before tax
IEEER RR B A1 % F
ER (TR i OF)
% RMB’000
AR¥T
5 (4,885)
(5) 4,885
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (continued)
Foreign currency risk (continued)

Year ended 31 December 2015

If RMB weakens against EUR
If RMB strengthens against EUR

Year ended 31 December 2016

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

34. IEAREEEEREE @

M R B (s

Increase/ Increase/

(decrease) in (decrease)

foreign currency in profit

rate before tax

SN B B 54 AT 8 A

EF () 8/ Cfd)

% RMB’000

ARET T

HE-_Z—AF
TZA=T—HLEE

AR S BTHESS 5 (4,429)
AR N BT R (5) 4L ALY
Increase/ Increase/

(decrease) in (decrease)

foreign currency in profit

rate before tax

IIESEE = RR B A1 % F

ER (TR i OF)

% RMB’000

AR¥T

BE-Z—XE
TZA=t—HLEE

AR N B THESS 5 (1,814)
MA R H B T (5) 1,814
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES 34. BEAKREEEERRE &
AND POLICIES (continued)
Foreign currency risk (continued) S LB (a0
Increase/ Increase/
(decrease) in (decrease)
foreign currency in profit
rate before tax

SN B = B 5 A4 A
EFCRER) s ORd)

%o RMB’000
AREFT
Year ended 31 December 2015 HEZE-_T—AF
TZA=+—HILFE
If RMB weakens against HK$ MARYEH B TES 5 (1,972)
If RMB strengthens against HK$ WMARBHETER (5) 1,972
Credit risk EEmRRE
Credit risk is the risk that a counterparty will not meet its EERBIERHFHERERBTENER
obligations under a financial instrument or customer contract, TEAESEFALE THNETMERKIEL
leading to a financial loss. The Group's credit risk is primarily BWER AEENEERRTIEZREEKE
attributable to trade and notes receivables and deposits and 5 BRI W AR DA I 10 & % B Al JRE LK
other receivables. Management has a credit policy in place and BH-BERECHGEERR UHEEEE
the exposures to credit risk are monitored on an ongoing basis. SRR AEEHEREESNETLHEN
Credit evaluations are performed on all customers requiring EEFETEER
credit over a certain amount.
Customer credit risk is managed by the Group’s established EEEERBRASEFRTFEERRE
policy, procedures and control relating to customer credit risk BHREBR B REEETEE -BF
management. Credit quality of customers is assessed through MESEEREBERREREFETIMG
credit verification procedures.
The credit risk of the Group’s other financial assets, which AEBEMEeMEE (BEReEMEEEE
comprise cash and cash equivalents, and pledged deposits % EERER)AHFHEOME LN
arises from default of the counterparty, with a maximum =EERBBEENZEIANEESRE

exposure equal to the carrying amounts of these instruments.
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES 34.
AND POLICIES (continued)
Credit risk (continued)
Since the Group trades only with recognised and creditworthy
third parties, there is no requirement for collateral.
Concentrations of credit risk are managed by customer/
counterparty. There are no significant concentrations of credit
risk within the Group as the customer bases 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 20 to the financial statements.

Liquidity risk

The maturity profile of the Group's financial liabilities as at the
end of the reporting period, based on contractual undiscounted
payments, was as follows:

MEEEEEEEREEK @

EER R ®

HRAEEERERTBEERYNE=]

ELELE

ETRS Bt BANEUE R 5 -

BBRTERP /T EE - AN A KB E
WEZERNEPEMRBEZDB  WAKE

TEREAEEETAR-

BRAKERE RIS SRR L ERREN
EERRHE - TECBIBRMBRERME

2045 & -

7 B 1 B

THBAEERRERRNEAE

S (REHRIFTRNAF)

As at 31 December 2016
RZE-RE+-A=+-H

BRIHE

Less than 3t012 1to5 More than
On demand 3 months months years 5 years Total
RER  DHR=ER =E+=fAA —E8f SRAE @it
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTR ARWMTR ARETR AR®TR AR®TR AR¥TR
Interest-bearing bank loans HEBITER - 59,466 480,506 111,360 - 651,332
Trade and notes payables EREZERRENEE 19,813 108,644 1,032 - - 129,489
Dividend payable MRS - - - - - -
Other payables and accruals HitENFERERER 42,418 - - - - 42,418
62,231 168,110 481,538 111,360 - 823,239
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES 34.
AND POLICIES (continued)
LI(IUIdIty risk (continued)

Less than

On demand 3 months
®ER  DR=fEA
RMB'000 RMB'000
ARETT ARETR

B R b IR B &E&I%
T B L B ()

As at 31 December 2015
RZZE-HF+ZA=+—-H

3t 12 Tto5 More than
months years 5 years Total
=ET-(EA —ERfF SREE st

RMB'000 RMB'000 RMB'000 RMB'000
ARBTL  ARETR ARRTL ARETRT

Interest-bearing bank loans STERTER - 78,684 295,819 - - 374,503
Trade and notes payables LEGET VGBS 52,518 45,530 - - = 98,048
Dividend payable BRI S 187 = = = - 187
Other payables and accruals Hibfe ﬁ AERERER 39,344 = = = = 39,344

92,049 124,214 295,819 - - 512,082
Capital management EXREH

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 2016 and 31 December 2015.

ARBARERN R B R ARE AL
BITE LN LR BRROEALE X
SRR AREFREARE-

NEBEIRHEARGERE - WHEF LB
EFEELFAR - B AERERNER K
EEAARRMRERSHRE  RRERE
BEASBETHRG RBE_T—RF+=
A=+—HBk=ZZE—RF+=_A=+—H1t
FE- Kﬁliﬁﬁﬁﬁﬁﬁmﬁﬁw&%
SR e /B B
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BEREEEEREE @

BEARERE @)
AEBFHEBELREEER AFELERR
EABESFERUE N EEINERS FRE (&
HFEBEBRITER BNESERAK
JET 255 - e —FRIBE 2 A Bl R IB A R EA
JENFIERERER  BREREAREEE
Yo BARABIET QN E B ABGER KR
EHARMEBELRERNT .

31 December 31 December

34. FINANCIAL RISK MANAGEMENT OBJECTIVES 34.
AND POLICIES (continued)
Capital management (continued)
The Group monitors capital using a gearing ratio, which is net
debt divided by total capital plus net debt. Net debt includes
interest-bearing bank loans, trade and notes payables, an
amount due to an associate 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 were as follows:
Interest-bearing bank loans SFERITER
Trade and notes payables JERTE 5 R R BN RIR
Other payables and accruals (note 24) HibENFIERTERRE R

(Htit24)

Less: Cash and cash equivalents BB e RIREEEY
Net debt (EEEE
Total equity T zn 4R 7R
Capital and net debt BARRERFHE
Gearing ratio BEHLE

35. EVENTS AFTER THE REPORTING PERIOD 35.

On 17 March 2017, the board of directors of the Company
proposed a final dividend of HK5.0 cents per ordinary share
totalling approximately RMB28,162,000 for the year ended
31 December 2016, which is subject to the approval of the
Company’s shareholders at the forthcoming annual general
meeting (note 11).

2016 Annual Report =& — XFE&E

2016 2015
—E-XRE —T—HEF
+=—A=+—H +=—A=+—H
RMB’000 RMB’000
AR® T ARET T
631,903 368,033
129,489 98,048

45,126 43,051
(279,511) (237,214)
527,007 271,918
1,086,436 1,043,978
1,613,443 1,315,896

33% 21%

REHEREE

RZE—+tF=ZA++tH ARFEZSE
ERBE—E—NF+_A=T—HILFE
IR 2 A% L AR5 OB LA R ERRR B - & H4
AR #28,162,0007T © i% BB AR B AR 3R
REERRASKg EHE (BIFE1) °




COMPANY

Notes to Financial Statements

Bt 5 S AR B

36. STATEMENT OF FINANCIAL POSITION OF THE

Information about the statement of financial position of the
Company at the end of the reporting period is as follows:

NON-CURRENT ASSETS
Investments in subsidiaries

Total non-current assets

CURRENT ASSETS

Amounts due from subsidiaries
Other receivables

Cash and cash equivalents

Total current assets

CURRENT LIABILITIES
Interest-bearing bank borrowings
Dividend payables

Amount due to subsidiaries

Total current liabilities
NET CURRENT ASSETS

TOTAL ASSETS LESS
CURRENT LIABILITIES

Net assets

EQUITY
Issued capital
Reserves

Total equity

FRBEE
KB AR E

FRBEERE
MENEE
& W P 18 2 R R IR

H b & U ROR
RekReEFED

MEEERE
mEBaE
FRIRTTEE

FERTRLR
FEASS B /B8 2 Bl 5k IR

mEBERE

MEVEEFE

BEBERRDEE

36.

As at 31 December 2016 R-E—N#E+=-HA=+—H

RN B B AR R =
BEAR QRN SRE BRATBARAR A E R
s
31 December 31 December
2016 2015
—E-XRE —T—hEF
+=A=+-8 +=A=t-8
RMB’000 RMB’000
AR%ETR ARBTT
373,167 372,791
373,167 372,791
315,335 319,847
1,789 -
5,074 2,946
322,198 322,793
41,148 38,538
- 187
4,708 6,874
45,856 45,599
276,342 277,194
649,509 649,985
649,509 649,985
6,329 6,329
643,180 643,656
649,509 649,985

Kingdom Holdings Limited £3Z &K AR AT



Notes to Financial Statements

51 755 3 R B 5

As at 31 December 2016 R-E—XN#FE+=-H=+—H

36. STATEMENT OF FINANCIAL POSITION OF THE 36. AQTMBARE @0
COMPANY (continued)
Note: Bt o
A summary of the Company’s reserves is as follows: ARRAIEBERE T -
@  Company (@) Vi N/NE]|
(Accumulated
Share losses)/
Share Contributed option retained
premium surplus reserve profits Total
(REER)/
R EE BAEH BRERE REEF ‘@t
RMB’000 RMB’000 RMB'000 RMB'000 RMB’000
AREFT ARBTT ARBFT ARETT AREFT
At 1 January 2015 RZF-hF—A—H 273,407 370,213 - 2,803 646,423
Profit for the year ERRET - - - 34,985* 34,985
Final 2014 dividend declared BEIR=Z—HF
RERE - - - (37,370) (37,370)
Stock repurchase BBE &G (2,018) = = = (2,018)
Equity-settled share option ARG &E
arrangements FRRRE 22 - - 1,636 - 1,636
At31 December 2015and ~ R=ZE—H4+-A
1 January 2016 =+-Hk
—Z-"5-R—H 271,389 370,213 1,636 418 643,656
Profit for the year FEREA - - - 41,815* 41,815
Final 2015 dividend declared EBEER=ZT—RF
REBE (434) = = (42,233) (42,667)
Stock repurchase BERH - - - - -
Equity-settled share option EREE
arrangements Bz - - 376 - 376
At 31 December 2016 RZZ—RE
+=ZRA=+—8 270,955 370,213 2,012 - 043,180
Contributed surplus BABER
Contributed surplus represents the excess of the fair value of the MABRENEEABHBTEREROMNAAEE
shares of Hong Kong Kingdom at the date of the Reorganisation over B H AN B A S AT AT H) AR 1 TED (B O 2R
the nominal value of the shares issued by the Company in exchange
therefor.
¢ Profit for the year of 2016 includes dividends from subsidiaries g ZENFERGFEETE N E R A E
attributable to previous years’ profits of RMB45,375,000 (2015: 1 B 1F F /2 i FI BT BR B A R #45,375,000
RMB39,625,000) T (ZF—AF : AKK39,6250007T)
APPROVAL OF THE CONSOLIDATED FINANCIAL ~ 37. #t/&& ffBI B ®m*K

37.

STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the board of directors on 17 March
2017.
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#pik: HETRREREERE
Add: HengGang Town, HaiYan County, Zhediang Province, China

E-mail: ir@kingdom-china.com

www.kingdom-china.com
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