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Chairman’s statement

EFREHEE

I am pleased to present the annual report of Kingdom Holdings
Limited (the “Company”) and its subsidiaries (collectively, “Kingdom”,

“we”, “our” or the “Group”) for the year ended 31 December 2021
(the “Year”).

Despite COVID-19 continued to affect all nations during the Year,
Kingdom adapted to changes and our hard works paid off. As the
China’s largest exporter of linen yarn, Kingdom produced 20,756
tonnes (2020: 16,704 tonnes) of linen yarn during the Year and
our sales performance reached new height. Kingdom continued to
account for more than 40% of the total pure linen yarn export from
China during the Year, which maintained the Group’s leading position
as the largest pure linen yarn exporter in China for 19 consecutive
years.

Our Kingdom Ethiopia factory completed the recruitment of workers,
commissioning of the machinery and commenced production in the
second half of 2021, we are ramping up the operation and targeting
to scale up to the designed annual capacity of 5,000 tonnes (based
on 24Nm specification) of linen yarn in the near future.

Technological innovation of Kingdom has always been at the
forefront of the industry. The Group had 56 approved patents and
37 patent applications pending approval as of 31 December 2021.
These achievements will gradually become Kingdom’s core
competitiveness.

We work towards our commitment to the environment and strive
to reduce emissions with an objective to achieve carbon neutrality
ultimately. We are also collaborating with CottonConnect, a United
Kingdom based non-profit and social-oriented enterprise with a clear
mission to transform the cotton/linen industry for good, to develop
the REEL Linen Code of Conduct. REEL Linen is a sustainability-
driven initiative for brands which are committed for sourcing more
sustainable linen, including improving environment, quality and
traceability conditions in their supply chain factories and farms
worldwide. REEL stands for the idea of “Responsible Environment,
Enhanced Livelihood”, it implements sustainable development into
production practices. We will continue to promote the industrial
hemp yarn which is equally environment friendly product.
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The board (the “Board”) of directors (the “Directors”) of the Company
believes that opportunities lie within crisis and remains confident
in the future of the Group’s operation and profitability. To show
the Group’s appreciation to the shareholders of the Company
(the “Shareholders”) for their trust and support while reserving
resources for the Group’s immediate and future expansion, the Board
has recommended the payment of a final dividend for the Year of
HK$0.06 per ordinary share of the Company (“Share”) (2020: Nil).

On behalf of the Board, | would like to thank the entire staff for their
devotion and contributions in the past year. Further, | 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, 18 March 2022
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Five Year Financial Summary

hFEMBHE

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

below.

REVENUE
Cost of sales

Gross profit

Other income and gains

Selling and distribution costs
Administrative expenses

Other expenses

Finance costs

Gain on disposal of a subsidiary

PROFIT/(LOSS) BEFORE TAX
Income tax (expense)/credit

PROFIT/(LOSS) FOR THE YEAR

Attributable to:
Owners of the parent
Non-controlling interests

ASSETS AND LIABILITIES

Total assets
Total liabilities

Non-controlling interests
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Year ended 31 December

BHE+ZA=+—HLEE

2021 2020 2019 2018 2017
- IZZTIZFE IZ-NFE IZ-NF ZIZZ—tF
RMB’000 RMB’000 RMB’000 RMB'000 RMB’000
ARETR ARETR AREBFR AREBFRT ARETET

(Restated) (Restated)

(IR E7) (1= E51)
1,799,690 1,057,426 1,499,560 1,245,643 1,023,962
(1,460,162) (950,129) (1,136,293) (987,762) (907,694)
339,528 107,297 363,267 257,881 116,268
7,136 23,210 23,094 24,308 25,575
(82,324) (38,879) (49,453) (48,687) (39,361)
(98,406) (77,601) (82,399) (73,020) (49,670)
(3,803) (16,847) (10,327) (6,818) (38,200)
(39,044 (36,583) (22,148) (21,520) (17,712)
- 11,123 235 - -
123,087 (28,280) 222,269 132,144 (3,100)
(32,587) 15,602 (62,163) (28,957) 3,722
90,500 (12,678) 160,106 103,187 622
88,223 (11,177) 154,941 102,006 (3,132)
2,277 (1,501) 5,165 1,181 3,754

BEEREE
As at 31 December
B+=ZB=+—H

2021 2020 2019 2018 2017
—_EZ-F “EB°%F “E-NE E-)\& _EF—tE
RMB’000 RMB'000 RMB’000 RMB’000 RMB’000
ARETR ARETR AREBFR AREFRT ARETET

(Restated) (Restated)

E=rdl) (iR E51)
2,789,467 2,646,648 2,741,751 2,127,748 1,962,416
(1,438,851) (1,407,013) (1,447,838) (974,239) (912,220)
(84,890) (44,371) (45,689) (40,620) (32,439)
1265726  1,195264 1248224 1,112,889 1,017,757



Management Discussion and Analysis (Note)

BUSINESS REVIEW

Despite the coronavirus disease identified in late 2019 (“COVID-19")
continued to affect many countries in terms of travel restrictions,
economic activities of many countries have gradually rebounded from
the trough of 2020.

China successfully contained the situation and reported an enviable
GDP growth in the Year, at a rate of 8.1%. The total export of textile
yarns, fabrics and related products from China recorded a reduction
of 5.6% in value in US dollars term during the Year, according to the
statistics of the General Administration of Customs of the People’s
Republic of China (the “PRC” or “China”). The market price of cotton
increased by 47.7% in 2021 which may exert positive influence to
the market demand of linen yarn.

According to the statistics of the General Administration of Customs
of the PRC, the total volume of pure linen yarn exports from China
in 2021 surged by approximately 52.3% year-on-year, and Kingdom
exported 14,138 tonnes, accounting for 60.4% of the total export
volume of pure linen yarn from China.

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 may favour cotton
or cotton/linen blended yarn at such times to enable products made
of these materials to be more appealing to relatively cost-conscious
consumers. However, if the price factor is being put aside, the market
has proven that pure linen yarn is a preferred choice over linen mixed
yarn. 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.

Note: (Comparative figures have been restated for the Group’s application
of business combination under common control. Details of the
restatement are set out in note 30 to the financial statements.)

B E s ow k3 th (B =E)

F 5o EE
BER_ZE—NEXLERENBERFESFR
(TCovID-19 ) RHITRHI A EEEF ERSEH
X ERZEARNEEIHER _ S _TFENK
BEH o

PEEANEGEE TR AEERELSARRE
BIGDPIE & > 1 R 58.1% - RiEHZE AR HEFE
(THRERL) /SRAMEENR et B > FENRAEEN
AR ~ B BB R E SRPI 48 2B LA = o at
TE5.6%° —E - —F > iRTEM B LIR4A7.7% > 7]
EHEMANMISRRELETEZE

RIEPRERAEENRTEE S —FFH
MTmmAH OARSER KIS RA52.3%  ME
EMNHOZEA14,13808 (b B 4HIE R4 H 48
2M960.4% ©

FEERBETE B ROERRIREKFAE
I8 5 Ry 4% i 2 e BRI B S R B A R R AV BI R K o
PAEERRNESBERAEHIOHES  FiEm
HER e PR B3E 7 X s B B ) AE R R B AR AL B4R
R AD 1E 7% FRAT o 22T » ﬁ%ﬁ?%ﬁfﬂ%l%‘?

TIHER > M MY LR RUR AT 40 B °%
FRAEFASINITEBRME %D%EHEEE’J%

PR A ZREE—BURBLEE/INEED
TR MEF R RSN ERBH

Kzt (LEB#FEEY  UHAERERERZET
THEXRGH BHHNEBEHENPHBREW S
30°)
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Management Discussion and Analysis

EREmRD

During the Year, the Group’s pure linen yarn exports amounted to
14,138 tonnes (2020: 7,640 tonnes). The Group continued to account
for more than 40% of the total pure linen yarn export from China,
signifying the Group’s continuous leading position as the largest pure
linen yarn exporter in China for 19 consecutive years.

Revenue of the Group for the Year surged by approximately 70.2%
year-on-year to RMB1,799,690,000 (2020: RMB1,057,426,000).
Gross profit increased by approximately 216.4% year-on-year to
RMB339,528,000 (2020: RMB107,297,000) and overall gross margin
increased to 18.9% in 2021 (2020: 10.1%). Profit for the Year was
RMB90,500,000, as compared to a net loss of RMB12,678,000 for
the year 2020. Basic earnings per Share amounted to RMBO0.14
during the Year as compared to basic loss per Share of RMB0.02 in
2020.

To reciprocate 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 HK$0.06 per Share
for the Year (2020: Nil).

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 opportunities, keep abreast of the
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 agents in Turkey, Portugal, Italy, Lithuania and Korea. The Group's
subsidiary in ltaly keeps its own inventories so that it can serve
the immediate needs of and tighten its co-operation with high-end
customers in Europe. During the Year, revenue derived from overseas
sales amounted to RMB1,126,553,000, representing approximately
62.6% of the Group’s total revenue. In particular, revenue from
European Union (“EU”) countries amounted to approximately
RMB563,110,000, representing approximately 31.3% of the Group's
total revenue, while revenue from non-EU countries amounted to
approximately RMB563,443,000, representing approximately 31.3%
of the Group's total revenue.

During the Year, the Group’s top five exporting countries are ltaly,

Portugal, India, Turkey and Korea which accounted for 80.5% of the
Group's total export revenue during the Year (2020: 76.2%).
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Management Discussion and Analysis

Domestic sales in China increased by approximately 41.3% during
the Year to RMB673,137,000, representing approximately 37.4% 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 may have a stronger preference for 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 not only has launched a linen garment line, but has
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

For the year ended
31 December 2021

HE_E_-&
+ZB=1+—HLEHFE
RMB'000 %
ARETT
China Al 673,137 37.4%
EU B® 563,110 31.3%
Non-EU I 563,443 31.3%
Total Revenue mBA 1,799,690 100.0%

EEE R

MR E R A EEEMNG41 3%E AR
673,137,0007T  {h AN E B AR A XI37.4% o BEE
R EEANBRUAKE LT HERTLEE TR
APEE HBEENBAEMITHANHEES
BEARMEIEREER EEZBEAMESNE
Mo AR N EREFE HEEBRRENIE
BERF-AIL ERMHBRTITEH—RHE
EHRRNIFEEEERUEEENET -8
Bl B INTF 2B RE ~ RS M AR B H
AR R o fl0 » — (@& 2% H A @B EHE
H T ARG BREN > BRI S| AT R A RHE M
o FHU R HEE - REEERRENIRRE
rﬁo

BERSNHIETHE D

Year-on- Year-on-
For the year ended year change  year change
31 December 2020 in revenue in revenue
BE_Z-ZTE A A
+ZA=+—HLEE REEE HEEH
RMB’000 % RMB’000 %

ARETT ARETF T
476,377 45.1% 196,760 41.3%
302,630 28.6% 260,480 86.1%
278,419 26.3% 285,024 102.4%
1,057,426 100.0% 742,264 70.2%
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Management Discussion and Analysis

EREmRD

Raw Material Procurement and Related Strategies

During the Year, market prices of fibre flax, the major raw material
of linen yarn, maintained stable. The Group mainly sources its fibre
flax from well-established origins such as France and Belgium. 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 reduce the price fluctuations of raw materials.

The Group also procures industrial hemp fibre for production
of hemp yarn in its factory in Heilongjiang, China. Kingdom
collaborates with the local farmers to secure stable supply of hemp
fibre in China with the aim to further stabilise the price fluctuations
and supply of raw materials. The Group is also building a warehouse
in Heilongjiang to manage the storage, logistics and supply chain
management of hemp materials with a vision to transforming
Heilongjiang into a national trading hub of hemp materials in China.

The Group is also collaborating with CottonConnect, a UK nonprofit
and social-oriented enterprise with a clear mission to transform the
linen industry for good, to develop the REEL Linen Code of Conduct.
REEL Linen is a sustainability-driven initiative for brands which are
committed for sourcing more sustainable linen, including improving
environment, quality and traceability conditions in their supply
chain factories and farms worldwide. REEL stands for the idea of
“Responsible Environment, Enhanced Livelihood”, it implements
sustainable development into production practices.

2021 Annual Report — T - —F 5
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Management Discussion and Analysis

Production Bases and Productivity
As at 31 December 2021, the Group had four production bases in
China and one production base in Ethiopia.

The Group’s production bases are continuously under improvement.
New production bases are 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, improving the Group's
overall production efficiency. These systems not only have made
the production processes more environment-friendly, but have
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 2022.

China

The Group’s production base in Rugao City, Jiangsu Province,
the PRC has an annual production capacity of 6,000 tonnes. Two
other production bases are located in Haiyan County, Zhejiang
Province, the PRC. 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. The Group has established a
fourth production facility in Heilongjiang Province in China with an
annual capacity of 4,000 tonnes for flax and industrial hemp yarn.
Currently, the designated annual linen and industrial hemp yarn
production capacity of the Group amounts to 22,000 tonnes based
on standardized 24Nm specification. During the Year, the utilization
of the four production bases in China were high with them operating
at near full capacity.

The Group owns a 75.34% equity interest in the flax and industrial
hemp yarn manufacturing facility in Heilongjiang 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.

EEE R

EEEMKRERE
RIEBE-_—F+-RA=+—H'x&E@BEFEH
R VIEEEEM R RER DR T —EEE
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BRHAIRRIERNE—TFE F2RAB1TTE
MAEEARFERR HERELGRS FRHR
TECTHFNARAMERSABDRFEEFR—MH
FEH) o

FE
REBMUNRFEIHFEANRMNEEEMFESE
#36,000M8 o SN AL EE MR PN PEITNIEE
B o B — AR B FESEA7,000M » M/SE —
HARR 2 EEEERE 45,0000 e AEE AT R BEEILE
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Ethiopia

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
has further boosted 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 Factory
constructed and to be further developed 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 will generate savings
on land lease, labour, energy, tax and custom duty for exports of linen
yarn manufactured in Ethiopia to a vast number of countries in the
world. Despite there having been on and off ethno-political conflicts
since October 2016 leading to the resignation of the former Prime
Minister of Ethiopia in February 2018, the Government of Ethiopia
has reaffirmed their commitment in maintaining the industrialization
agenda that has already been initiated. With the new Ethiopian Prime
Minister Abiy Ahmed Ali being awarded with the Nobel Peace Prize
in 2019, the Board believes that the strategic investment in Ethiopia
will have a long-term benefit to the Group. The factory in Ethiopia
commenced production in the second half of 2021 and has been
gradually ramping up the production to its designed capacity.
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Existing and planned production bases

No.

i

Factory

15

Haiyan 1st Factory

BE—HEE
Rugao Factory
MR E

Haiyan 2nd Factory

BE AR

Qinggang Factory

BB
Ethiopia

REMELED

Location
24

Zhejiang
Ziipas

Jiangsu

LER
Zhejiang
T
Heilongjiang
~=AEL
Adama

ape$:t3

Patents, Awards and Recognition
The Group has continued to invest in technology and innovation. As

Country
EIES

China
A
China
FEY
China
]
China
A
Ethiopia

REMILE

at 31 December 2021, the Group owned 56 registered patents and

there were another 37 patents applications pending formal approval

by relevant authorities.
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EEE R

HAEKCHEEEEEN
Annual
capacity
(Tonnes) Utilisation/Status
FER
(W)  FEE/M®R
7,000 Close to 100%
#EI100%
6,000 Close to 100%
FH100%
5,000 Close to 100%
EIT100%
4,000 Close to 100%
ZI100%
5,000 Commenced production
in second half of 2021
I -ETHERE
B RIBRHRE

AEEFBERENKMAIH - RF - —F+=
B=+—B > ~&EE#EARScHZMEFN > FH37
RENRFEAFARERRENSEL -
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FINANCIAL REVIEW

Revenue

For the Year, the Group’s revenue grew by approximately 70.2% to
approximately RMB1,799,690,000 (2020: RMB1,057,426,000). The
surge of revenue was mainly attributable to the demand of linen yarn
picked up and the improved selling price of pure linen yarn during
the Year. During the Year, sales to China, EU and non-EU markets
grew 41.3%, 86.1% and 102.4%, respectively.

Gross Profit and Gross Profit Margin

For the Year, the Group’s gross profit reached RMB339,528,000,
representing a year-on-year increase of approximately 216.4% (2020:
RMB107,297,000). Gross profit margin for the Year improved by 8.8
percentage points to 18.9% (2020: 10.1%) as a result of improved
selling prices of pure linen yarn during the Year.

Other Income and Gains

For the Year, the Group’s other income and gains recorded a net
gain of RMB7,136,000 (2020: RMB23,210,000), mainly comprising
interest income of RMB234,000 (2020: RMB875,000), various
government grants which amounted to RMB4,641,000 (2020:
RMB16,598,000) and insurance compensation of RMB402,000
(2020: RMB132,000).

Selling and Distribution Expenses

For the Year, the Group's selling and distribution expenses amounted
to approximately RMB82,324,000 (2020: RMB38,879,000), which
accounted for approximately 4.6% (2020: 3.7%) of the Group's
revenue. The increase in the selling and distribution expenses as
a percentage of revenue for the Year was mainly due to the higher
percentage of freight and custom clearance expenses incurred, as
higher sea freight charge was imposed by major shipping companies
due to the disruption of the normal freight schedule as a result of the
COVID-19 pandemic during the Year. In addition, more commission
was paid as commission related sales to total revenue increased from
39.7% in 2020 to 49.5% during the Year.

2021 Annual Report — T - —F 5

Bt ¥%5 [0l B8

KA

RAEE > REBNKRABMNA70.2%EH A
E11,799,690,0007c (ZE_ZF ! AR
1,057,426,00070) °c WA KIBIEEFEEHN A&
FESTMAONERCIRRATMANEEL
RoMAFE  HhE BN IFENEmHNHEE
DRI EAT.3% 86.1%%102.4% °

EFKREFE

RAEE > REBWEMNIZEEMNN216.4%
E AR¥339,528,000c (ZE_FF 1 AR
107,297,0007T) c AEENEFE LF8.8E T 2
BE18.9% (CEZEF 1 10.1%) * TS HREAEE
M RAVE B AT

HthWm kEaE

RAFEE REBNHMBERERREE
HEEAREE7,136,000 0 (CEZEE AR
#23,210,0007T) » TEBEF EBERA AR
234,000 (ZEZEF: AR#875,0007) ~£%
BB AR 4,641,000 (CE_ZTFE AR
#16,598,0007T) KRBz E A R 1402,0007T (=
Z-F4F . ARM132,0007T) ©

HE R HAY
RAEE AEENHEERDHEEZOAARE
82,324,0007T0 (ZZEZZF : AR38,879,000
7o) A EBBALL.6% (CTEZTE 13.7%)°
REEHERDHERIZGERANEDLEEFA > £
ERRARFEEREEZHEACOVID-19%15
FETMERFEZEENFINBRRSNEEE <
EENEERREE LG LA e s B
B ERENASLERANLEAR - -=F
1939.7%IB N E R FERN49.5% > BHEZ T E L
Fo



Management Discussion and Analysis

Administrative Expenses

For the Year, the Group’s administrative expenses amounted
to approximately RMB98,406,000 (2020: RMB77,601,000),
representing an increase of approximately 26.8% as compared to
the year ended 31 December 2020. The increase of administrative
expenses was mainly due to the additional research and development
expense of approximately RMB14.9 million and the additional staff
costs of RMB5.7 million incurred during the Year.

Other Expenses

Other expenses of the Group for the Year mainly comprised the loss
on derivative financial instrument of approximately RMB1,275,000
(2020: Nil), net exchange loss of approximately RMB162,000 due to
the United States Dollars having depreciated against Chinese Yuan by
approximately 2.3% while Euros having depreciated against Chinese
Yuan by approximately 10% during the Year (2020: RMB14,700,000),
and an asset disposal loss of RMB470,000 (2020: Nil).

Finance Costs

For the Year, finance costs amounted to approximately
RMB39,044,000 (2020: RMB36,583,000), which comprised
net finance cost of approximately RMB38,555,000 (2020:
RMB36,113,000) and interest on lease liabilities of approximately
RMB489,000 (2020: RMB470,000). Net finance costs represented
the total interest expense on bank loans of approximately
RMB42,678,000 (2020: RMB46,881,000) less amount capitalized
attributable to capital assets. An interest expense of approximately
RMB4,132,000 was capitalized during the Year (2020:
RMB10,768,000).

Income Tax Expenses/(Credits)

Income tax expense for the Year was approximately RMB32,587,000
(2020: income tax credit of approximately RMB15,602,000). The
tax credit in 2020 mainly represented the tax losses of the Group
available for offsetting against future taxable profits. The effective tax
rate of the Year was 26.5%.

Profit/(Loss) for the Year

As a result, the Group recorded a net profit for the Year of
approximately RMB90,500,000, as compared to a net loss of
approximately RMB12,678,000 for the year ended 31 December
2020.
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Minority Interests

The minority interests amounted to RMB2,277,000 which mainly
represented the share of the net profit of the 24.66% of equity
interests of Heilongjiang Kingdom Enterprise Co., Ltd.* (&L
EHEMEBRAE) (“Heilongjiang Kingdom”), attributable to
the minority shareholders during the Year (2020: share of loss of
approximately RMB1,501,000).

Profit/(Loss) Attributable to Owners of the Parent
During the Year, the Group recorded a profit attributable to owners
of the parent of approximately RMB88,223,000, as compared to
a net loss attributable to owners of the parent of approximately
RMB11,177,000 for the year ended 31 December 2020.

Other Intangible Assets

As at 31 December 2021, the Group’s intangible assets were
mainly patents and licences amounted to RMB2,000,000 (2020:
RMB2,000,000) and certified emission rights obtained in 2012
for a term of 20 years, which amounted to RMB5,987,000 (2020:
RMB6,158,000). Intangible assets are subject to amortisation based
on their useful lives. For the Year, the amortisation of intangible assets
was approximately RMB580,000 (2020: RMB545,000).

Inventories

As at 31 December 2021, inventories of the Group decreased by
approximately 20.8% to RMB629,221,000 (2020: RMB794,069,000),
the average inventory turnover days decreased from 305 days as
at 31 December 2020 to 178 days as at 31 December 2021. The
improvement in number of inventory turnover days was mainly
attributable to robust sales revenue recorded during the Year.

Trade and Notes Receivables

As at 31 December 2021, trade and notes receivables of the Group
increased by approximately 36.4% to RMB512,732,000 (2020:
RMB375,843,000), the average trade receivable turnover days
decreased from 125 days as at 31 December 2020 to 90 days as at 31
December 2021.
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Trade and Notes Payables

As at 31 December 2021, trade and notes payables of the
Group increased by approximately 47.8% to approximately
RMB293,920,000 (2020: RMB198,863,000). The average trade
payable turnover days decreased to 62 days during the Year (2020:
107 days).

Interest-bearing Bank and Other Borrowings

As at 31 December 2021, the Group’s interest-bearing bank
and other borrowings decreased by 12.8% to approximately
RMB885,795,000 (2020: RMB1,015,603,000), of which
RMB828,378,000 (2020: RMB962,399,000) were classified as
current liabilities and RMB57,417,000 (2020: RMB53,204,000)
were classified as non-current liabilities. The Group’s borrowings are
denominated in Renminbi, United States Dollars and Euros, of which
approximately RMB485,348,000 (2020: RMB598,359,000) were at
fixed interest rates.

Liquidity and Financial Resources

As at 31 December 2021, the Group had net current assets of
approximately RMB178,810,000 (2020: RMB124,115,000). The
Group financed its operations with internally generated resources and
bank loans during the Year. As at 31 December 2021, the Group had
total cash and deposits of approximately RMB293,943,000 (2020:
RMB199,771,000) which consisted of cash and cash equivalents
of approximately RMB249,213,000 (2020: RMB166,882,000)
and pledged deposits of approximately RMB44,730,000 (2020:
RMB32,889,000). The Group’s cash and cash equivalents were
denominated in Renminbi, United States Dollars, Hong Kong Dollars,
Euros and Ethiopian Birrs.

The liquidity ratio of the Group as at 31 December 2021 was
approximately 113.3% (2020: 109.3%). Total equity of the Group as
at 31 December 2021 was approximately RMB1,350,616,000 (2020:
RMB1,239,635,000).

As at 31 December 2021, the Group had interest-bearing bank
and other borrowings repayable within 12 months therefrom of
approximately RMB828,378,000 (2020: RMB962,399,000) and
long-term interest-bearing other borrowings of approximately
RMB57,417,000 (2020: RMB53,204,000). Together these interest-
bearing bank and other borrowings represented a gross debt gearing
ratio (i.e. total borrowings divided by total equity) of approximately
65.6% (2020: 81.9%).
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CAPITAL COMMITMENTS
As at 31 December 2021,
commitments of the Group in respect of purchase of property,
plant and equipment not provided for in the annual financial
statements amounted to approximately RMB259,247,000 (2020:
RMB100,889,000).

outstanding contractual capital

MATERIAL ACQUISITION AND DISPOSAL
Acquisition of additional 2.61% equity interest in Heilongjiang
Kingdom by way of capital injection

On 21 October 2021, (i) Zhejiang Jinda Flax Co., Ltd* GiiiT=
ZEumMARAT) (“Zhejiang Jinda”), an indirect wholly-owned
subsidiary of the Company, (ii) Heilongjiang Kailai Investment
Co., Ltd.* (REEIBFIIRKRERIRAF) (“Heilongjiang Kailai"), a
company established in the PRC with limited liability, (iii) Ms. Shen
Chunyan and (iv) Shenzhen Boyang Textile Industrial Co., Ltd.* G|
TURFHBEEBIRAT), all being shareholders of Heilongjiang
Kingdom, a company established in the PRC with limited liability and
a then indirect 72.73%-owned subsidiary of the Company, passed
a shareholders’” resolution, pursuant to which it was resolved that
Zhejiang Jinda and Heilongjiang Kailai would make additional cash
contribution of RMB146,000,000 and RMB44,000,000, respectively,
as new registered capital into Heilongjiang Kingdom. Completion of
the capital injection took place in October 2021, upon which, the
Group's effective equity interest in Heilongjiang Kingdom increased
from 72.73% to 75.34%, representing an increase of 2.61%.
Heilongjiang Kingdom has remained as a subsidiary of the Company
and its financial results will continue to be consolidated in the
Group's accounts. Please refer to the announcement of the Company
dated 21 October 2021 for details of this acquisition.

Saved as disclosed above, the Group did not have any material

acquisitions or disposals of subsidiaries, associates or joint ventures
during the Year.
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SIGNIFICANT INVESTMENTS

The Group did not hold any significant investments during the Year.

CONTINGENT LIABILITIES
As at 31 December 2021, the Group did not have any contingent
liabilities (2020: Nil).

CHARGE ON ASSETS

As at 31 December 2021, the current interest-bearing bank
borrowings with a carrying amount of RMB443,521,000 (2020:
RMB401,682,000) were secured by certain property, plant and
equipment, prepaid land lease payments, pledged deposits, and
inventories with carrying amounts of RMB322,481,000 (2020:
RMB252,403,000), nil (2020: RMB56,029,000), nil (2020:
RMB2,722,000) and RMB40,000,000 (2020: RMB40,000,000),
respectively.

FUTURE PLANS FOR MATERIAL INVESTMENT OR
CAPITAL ASSETS

Save for the various up-keeping and maintenance of existing factory
projects, possible vertical expansion to weaving and to build a new
warehouse in Heilongjiang, the Directors confirmed that as at the
date of this annual report, there is no current plan to acquire any
material investment or capital assets.

FOREIGN CURRENCY RISK

The Group's transactions are mainly denominated in Renminbi,
United States Dollars, Euro and Hong Kong Dollars. The exchange
rate changes of such currencies were monitored regularly and
managed appropriately. The Group had entered into certain foreign
currency forward contracts by utilising its credit line during the Year
and there were RMB1,275,000 derivative financial liabilities recorded
in the current liabilities as at 31 December 2021 (2020: Nil).
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REMUNERATION POLICY AND SHARE OPTION
SCHEME

As at 31 December 2021, the Group had a total of 3,808 employees
(2020: 2,890 employees). Total staff costs incurred for the Year
increased by approximately 29.5% to RMB238,536,000 (2020:
RMB184,224,000). The increase in staff costs stemmed from
additional headcounts to cope with the expanded operation and the
commencement of the factory operation in Ethiopia during the Year.

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

The Group has also adopted a share option scheme 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.
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Management Discussion and Analysis

OUTLOOK AND PLANS

The Group will leverage on the success of the production of its
factory in Ethiopia to expand its coverage to different customers and
markets.

The trend of environment-friendliness and the use of natural fibers
have been set. Many fashion brands have made commitments to
use environmental and sustainable materials for their products.
Linen yarn, as one of the most environment-friendly fibers, will
surely benefit from this trend. Kingdom has been collaborating
with CottonConnect, a UK non-profit and social-oriented enterprise
with a clear mission to transform the cotton/linen industry for
good, to develop the REEL Linen Code of Conduct. REEL Linen is a
sustainability-driven initiative for brands which are committed for
sourcing more sustainable linen, including improving environment,
quality and traceability conditions in their supply chain factories
and farms worldwide. REEL stands for the idea of “Responsible
Environment, Enhanced Livelihood”, it implements sustainable
development into production practices. This initiative would help
Kingdom to move towards a sustainable operation and ensure its
long-term success.

The Group will also leverage on its strength and explore the
possibilities of tapping into the linen fabric production in the near
future. We will also expand and promote the use of hemp yarn, to
extend our product offerings.

China has become one of the largest consumer markets for linen
textile products. The Company is confident in the sustainable
demand for linen yarn in the coming years, as the Chinese
government encourages domestic consumption for its GDP growth
and transformation of its economy to lessen the reliance on exports.
Kingdom will continue to leverage on its market leading position to
capture the opportunities in the domestic market.
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Directors and Senior Management

EShEREEE

CHAIRMAN AND EXECUTIVE DIRECTOR

Mr. Ren Weiming (fE#BH), aged 62, is the chairman of the
Group and an executive Director. Mr. Ren is responsible for
the overall management of the Group and decision-making
of 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.* (I EZAIERMHERAT) (“Kingdom
Creative”), a company which is owned as to 71.64% by Mr.
Ren since 2000. Mr. Ren started to engage in the linen yarn
manufacturing business in December 2001. He joined the Group
in March 2003 when the first operating member of the Group,
Zhejiang Jinyuan Flax Co., Ltd.* (It MAE RAE)
(“Zhejiang Jinyuan”) was established. Mr. Ren is a director of
Zhejiang Jinyuan, Jiangsu Jinyuan Flax Co., Ltd. * CI#k &= Cie A
FR/A 7)) (“Jiangsu Jinyuan”), and Zhejiang Kingdom Flax Co., Ltd.*
G T &Z M A RAE) (“Zhejiang Kingdom”), all of which are
wholly-owned subsidiaries of the Company. Mr. Ren is also a director
of Heilongjiang Kingdom Enterprise Co., Ltd.* (BB T EMES R
‘7)) (“Heilongjiang Kingdom”), a non-wholly owned subsidiary of
the Company. Mr. Ren 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 a 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 Chairman of The Hong Kong General
Chamber of Textiles Ltd. He is also a director of Kingdom Investment
Holdings Limited (“Kingdom Investment”) which holds interests in
the Shares discloseable under the provisions of Divisions 2 and 3 of
Part XV of the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong) (the "SFO”). Mr. Ren is a director of Kingdom
Creative and its subsidiaries including Zhejiang Jinxiu Jiangnan Silk
Co., Ltd.* (M TERA T EABBRAE) (“Jinxiu Jiangnan”) and
Interconnect Financial Leasing (Shanghai) Co., Ltd.* CEERIE
5 (L75) BPR/AF) (“Interconnect”). Mr. Ren is also a director of
Bank of Jiaxing Co., Ltd.* (ZHIR1TIRISBRAE) which is owned
as to 7.39% by Kingdom Creative.
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Directors and Senior Management

EXECUTIVE DIRECTOR

Mr. Shen Yueming (JLBEBB), aged 60, is an executive Director.
Mr. Shen is a director of Zhejiang Jinyuan, Jiangsu Jinyuan and
Zhejiang Kingdom, all of which are wholly-owned subsidiaries of
the Company. Mr. Shen is also a director of Heilongjiang Kingdom,
a non-wholly owned subsidiary 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 business
development strategy of the Group. He is also a director of Kingdom
Creative and its subsidiaries including Jinxiu Jiangnan, Interconnect
and Haiyan Chen Chen Silk Clothing Co., Ltd* (S5 B E 444855555
FR/2 1) . Mr. Shen joined the Group in March 2003.

EXECUTIVE DIRECTOR

Mr. Zhang Hongwen (58532), aged 55, is an executive Director.
Mr. Zhang is the director of Zhejiang Jinyuan, Jiangsu Jinyuan,
Zhejiang Kingdom, Kingdom Tiansheng (Shanghai) Trading Co.,
Ltd* (EEXR (LB BEHMRARHE), Zhejiang Kingdom
REEL Textile Co. Ltd.* G I ZHEAHBAE R AT (“Kingdom
REEL”) and Heilongjiang Kingdom Industrial Hemp Supply
Chain Management Co., Ltd.* (BEEIHET £ AMMEERE
BIEBIRAE), all of which are subsidiaries of the Company.
He is also a director of Kingdom Creative and its subsidiaries
including Interconnect, Jinxiu Jiangnan, Zhejiang Yuyuan Photovoltaic
Co., Ltd.* GIVIRAARBRAE), Heilongjiang Kangyuan
Bio-Technology Co., Ltd.* (REEIRBELEVMHZBRRE)
(“Kangyuan Bio-Tech”). Before joining the Group in 2003, Mr. Zhang
was the assistant to the general manager and the head of capital
clearing division of Kingdom Creative from 2000 to 2002.
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Directors and Senior Management

EShEREEE

EXECUTIVE DIRECTOR

Ms. Shen Hong (E78), aged 55, is an executive Director. Ms. Shen
is the 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 the director of Heilongjiang Kingdom and
Heilongjiang Kangyuan Flax and Hemp Seed Co., Ltd.* (&
B I ERIEX AR AT (“Kangyuan Seed”), both of which
are non-wholly owned subsidiaries of the Company. Ms. Shen
is also a director of Kingdom Creative and its subsidiaries including
Kangyuan Bio-Tech. 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 (B85/%), aged 72, is a non-executive
Director. Mr. Ngan is the chairman of Millionfull Company Limited,
a company incorporated in Hong Kong engaged in the trading of
linen and linen blend textiles. Mr. Ngan was a member of the 9th
and 10th Fujian Provincial People’s Political Consultative Conference
and vice-chairman of Po Leung Kuk from April 2010 to March 2012.
He was the president of The Hong Kong General Chamber of Textiles
Ltd. from September 2009 to August 2011 and was appointed as the
permanent honorary chairman of The Hong Kong General Chamber
of Textiles Ltd. in September 2011 and as a director of HuaQiao
University in 2002. He is a member of the Election Committee 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 which has interests in the shares of
the Company discloseable under the provisions of Divisions 2 and 3
of Part XV of the SFO. He is also a director of Interconnect.
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Directors and Senior Management

INDEPENDENT NON-EXECUTIVE DIRECTOR

Mr. Lau Ying Kit (B|Z2), aged 48, is an independent non-executive
Director. Mr. Lau is the finance and investor relations director
and the company secretary of Dalipal Holdings Limited
(Stock Code: 01921), a company listed on the Main Board of
the Stock Exchange. Mr. Lau is also currently an independent
non-executive director of United Strength Power Holdings
Limited (Stock Code: 02337) and Sinco Pharmaceuticals
Holdings Limited (Stock Code: 06833),
companies listed on the Main Board of the Stock Exchange.

both of which are

Mr. Lau was an independent non-executive director of Xiezhong
International Holdings Limited (Stock Code: 03663) from
16 May 2012 until 30 September 2020 and of China Wood
Optimization (Holding) Limited (Stock Code: 01885) from
20 December 2013 until 15 February 2022, both of which are
companies listed on the Main Board of the Stock Exchange. 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 (38/&15), aged 48, is an independent
non-executive Director. Mr. Lo has more than 20 years of working
experience in investment banking and advising on corporate finance.
Mr. Lo is the managing director of Caitong International Capital
Company Limited. Mr. Lo is also an independent non-executive
director of Raymond Industrial Limited (Stock Code: 00229), a
company 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

EShEREEE

INDEPENDENT NON-EXECUTIVE DIRECTOR

Mr. Yan Jianmiao (B&##), aged 56, 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 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 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 and a director of Department of International
Economics of ZJU. Mr. Yan is currently an independent director
of Baida Group Co., Ltd. (Stock Code: 600865), a company listed
on the Shanghai Stock Exchange and Rongsheng Petrochemical
Co., Ltd. (Stock Code: 002493), a company listed on the Shenzhen
Stock Exchange. Mr. Yan was an independent director of Top Choice
Medical Co., Inc. (Stock Code: 600763) from 24 December 2014
until 1 February 2021, and of Zhejiang Xinan Chemical Industrial
Group Co. Ltd. (Stock Code: 600596) from 7 July 2014 until
1 July 2020, both of which are companies listed on the Shanghai
Stock Exchange. Mr. Yan graduated from Hangzhou University
in 1985 with a Bachelor of Economics degree. He obtained a
master’s 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. He joined the Group in
May 2016.
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Directors and Senior Management

SENIOR MANAGEMENT

Mr. Chan Yan Kwan Andy (BR1=#), aged 53, 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: 00157), 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 also an independent non-executive director
of Greentown Management Holdings Company Limited
(Stock Code: 09979), a company listed on the Main Board of
the Stock Exchange and one of the Hang Seng Composite Index
constituent stocks. Mr. Chan is a fellow member of the Hong Kong
Institute of Certified Public Accountants (HKICPA) and the Association
of Chartered Certified Accountants (ACCA). He is also a Fellow
Chartered Secretary and Fellow Chartered Governance Professional
of the Hong Kong Chartered Governance Institute (HKCGI).
Mr. Chan graduated from the University of Hull in the United
Kingdom with a bachelor’s degree in economics and accounting
in 1992; 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 and
graduated from The Hong Kong Polytechnic University with a master’s
degree in corporate governance (with distinction) in 2021. Mr. Chan
joined the Group in January 2014.
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Report of the Directors
EFEHRSE

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.

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 89.

BUSINESS REVIEW

The business review of the Group for the Year is set out in the sections
headed “Chairman’s Statement” and “Management Discussion and
Analysis” on page 4 and page 9 of this annual report.

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 sections headed “Five Year
Financial Summary” on page 8 and “Financial Review” on page 16 of
this annual report.

The Group is committed to supporting environmental sustainability.
In the pursuit of excellent operating results, the Group also puts
a lot of effort into sustainable development. On the basis of per
tonne of linen yarn, annual consumption of electricity, water, steam
and natural gas decreased by 3.6%, 14.2%, 13.5% and 21.8%,
respectively during the Year, mainly due to less water used from
the adoption of improved techniques in the scouring and bleaching
process. We will continue to explore ways to improve the production
processes to further enhance the operation efficiencies.

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.

The Group has been in compliance with the relevant laws and

regulations that have a significant impact on the Company during the
Year.
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PRINCIPAL RISKS AND UNCERTAINTIES FACED BY
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 for the sales by the Group’s
subsidiary in Italy which are invoiced in Euro. Domestic sales in
China are invoiced in Renminbi. Raw materials (flax fiber and hemp
fiber) are imported from Europe and sourced in China. The principal
risks and uncertainties facing the Group include the demand for
linen yarn, protectionism of certain countries and possible punitive
tariffs on products made in China, stable supplies of raw materials,
continuous decline in cotton price, depreciation of United States
Dollars against Renminbi, the execution risk of the new expansion
project in Ethiopia, and outbreak of epidemic causing disruption of
production.

RELATIONSHIP WITH STAKEHOLDERS

The Group recognizes that employees, customers and business
partners are keys to its sustainable development. The Group is
committed to establishing a close and caring relationship with its
employees, providing quality services to its customers and enhancing
cooperation with its business partners. The Company provides a
fair and safe workplace, promotes diversity to its staff, provides
competitive remuneration and benefits and career development
opportunities based on their merits and performance. The Group
also puts in ongoing efforts to provide adequate trainings and
development resources to the employees so that they can keep
abreast of the latest development of the market and the industry
and, at the same time, improve their performance and achieve self-
actualization in their positions.

IMPORTANT EVENTS AFFECTING THE COMPANY
THAT HAVE OCCURRED SINCE THE END OF THE
FINANCIAL YEAR

There was no important event affecting the Company that have
occurred since the end of the Year and up to the date of this annual
report.
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Report of the Directors
EFEHRSE

DIVIDEND

At a meeting of the Board held on 18 March 2022, the Board
recommended the payment of a final dividend of HK$0.06 per
ordinary Share 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 15 July 2022 to the Shareholders
whose names appear on the register of members of the Company as
at 24 June 2022.

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 93 of this
annual report.

DISTRIBUTABLE RESERVES

As at 31 December 2021, the Company’s distributable reserves
calculated under the Companies Act of the Cayman Islands amounted
to RMB644,737,000 (31 December 2020: RMB648,096,000).

DONATIONS
Charitable and other donations made by the Group during the
Year amounted to approximately RMB92,000 (31 December 2020:
RMB1,175,000).

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 of this annual
report.

PROPERTY, PLANT AND EQUIPMENT

During the Year, the Group acquired property, plant and equipment
of approximately RMB187,259,000. Details of the movements are set
out in note 13 to the financial statements.

2021 Annual Report — T - —F 5

:35)
ATECHE=-ATN\BBETHNESREEH L
EFEEFNFEFARPRESREER0.0678
ToMRRRAABDEERRBERS L&
BEAERERNR S ZE+tB+HERIZA
MR ZE - ZFRAZ+HARINAATRES
MBRIRERIKAT ©

BERRBIENFAERREARE

i
REBRFNNRBESHNAFRFIBENG
HEZEHKR-

] 7k fE

A _E_—F+_B=+—H Ex2ATARE
HEHNBARAHENT D RHEEEZEARE
644,737,000t CE_EFE+"F=+—H: A
R #648,096,0007T) °

=B

AEBRERNEFHNZES REMBRAAARE
92,0007t (ZEZEF+"HA=1+—H: @  AE®
1,175,0007T) ©

iz s
FEBRANEBFIFER N BHREKM 26

MERE
FEREBELEMBRFEFENEEREENER
2 H N A FRFBE

ME - -BER&E
FRAREBRBEANARKE187,259,0007tHIY)
¥ -BWERRE SEEBHN M ERERM 13



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

Executive Directors

Mr. Ren Weiming (Chairman)
Mr. Shen Yueming

Mr. Zhang Hongwen

Ms. Shen Hong

Non-executive Director
Mr. Ngan Kam Wai Albert

Independent non-executive Directors
Mr. Lau Ying Kit

Mr. Lo Kwong Shun Wilson

Mr. Yan Jianmiao

Pursuant to article 87 of the Articles of Association of the Company
(the “Articles”), one-third of the Directors for the time being (or, if
their number is not a multiple of three, then the number nearest to
but not less than one-third) shall retire from office by rotation at each
annual general meeting of the Company provided that every Director
shall be subject to retirement at least once every three years and be
eligible for re-election. In accordance with article 87 of the Articles,
Mr. Ren Weiming, Mr. Shen Yueming and Mr. Zhang Hongwen 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’ SERVICE CONTRACTS

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

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,
and a controlling shareholder or any of 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 33 to the financial statements.

INDEPENDENCE OF THE INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has received from each of its independent non-
executive Directors a confirmation of his independence pursuant
to Rule 3.13 of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”) and the
Board considers all of the independent non-executive Directors to be
independent in accordance with Rule 3.13 of the Listing Rules during
the Year and remain so as at the date of this annual report.

The re-election of Mr. Lau Ying Kit and Mr. Lo Kwong Shun Wilson
(who had both served the Board for more than nine years) as
independent non-executive Directors were approved by way of
separate resolutions at the annual general meeting of the Company
held on 21 May 2021.

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 coverage in
respect of legal action against the directors and officers of the Group.
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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 remuneration of the senior management of the Company during
the Year fell within the following range:

RMB1,000,001 — RMB1,500,000

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Brief biographical details of the Directors and senior management are
set out on page 26 of this annual report.

CHANGES IN DIRECTOR’S AND CHIEF EXECUTIVFE’S
BIOGRAPHICAL DETAILS UNDER RULE 13.51B(1) OF
THE LISTING RULES

Save as disclosed in the section headed “Directors and Senior
Management”, there is no other change in information of the
Directors or the chief executive of the Company which is required to
be disclosed pursuant to Rule 13.51B(1) of the Listing Rules since the
date of the interim report for the six months ended 30 June 2021 and
up to the date of this annual report.
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Report of the Directors
EFEHRSE

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

SHARES AND DEBENTURES

As at 31 December 2021, 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
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 for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) as set out in Appendix 10 to the Listing

Rules:

Long positions in the Shares

Name of Director Y
Mr. Ren Weiming EHERRSEE
Mr. Ngan Kam Wai Albert BREIRRE
Ms. Shen Hong Lk at

38 2021 Annual Report —ZE _——FF IR

Personal interests
(Note 1)

VN3

(Wfzt1)

12,072,000

418,000

504,000

EFREETHRASRKS HEAKRGS
REFHEAENERRXE

R —F+"RA=+—H EFKKFMNE
BARTADREERZE (EERESFKRHE
1EBISEXVER) BIRM ~BRARMD RESFT > AR
B 5 AR RPISE3521F BsC AS R AKIF
REFENSCMILR EHRANER-PRESN
ERETAEFETESIZORETR (RE
FRL) BRI AAE KRB FABVERIT ¢

RGBS
Ordinary shares of HK$0.01 each
SREE.OIETHEER
Approximate
percentage
Total of issued
Corporate number of share capital
interests  Shares interested (%)
HERTRE
ERERN BB
YNCIL RRin 4B 8 (%)
302,800,000 314,872,000 50.01
(Note 2)
(Hra22)
67,000,000 67,418,000 10.71
(Note 3)
(Myaz3)
= 504,000 0.08



Notes:

il The Shares are registered under the names of the Directors who are the
beneficial Shareholders.

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

£l 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
57.98% and 29.76% of the issued share capital of Millionfull Company
Limited, respectively. Mr. Ngan therefore holds controlling interests in
both Millionfull International and Millionfull Company Limited and
is deemed under the SFO to be interested in 64,800,000 Shares, i.e.
10.29%, held by Millionfull International and 2,200,000 Shares, i.e.
0.35%, held by Millionfull Company Limited.

Save as disclosed above, as at 31 December 2021, 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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EFEHRSE

INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL
SHAREHOLDERS

So far as is known to any Director, as at 31 December 2021, 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:

Name of Shareholder Capacity

ARER % TE 5145

Beneficial owner
Em#EE A

Beneficial owner

Kingdom Investment (Note 1)

Kingdom Investment (#75%1)

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

Millionfull International Co., Ltd. EmEA A
("Millionfull International 1) (#75#2)

Notes:

s Kingdom Investment 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 2021, 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 which were recorded or required to be
recorded in the register required to be kept by the Company under
section 336 of the SFO.
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SHARE OPTION SCHEME

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

The Scheme was established to recognize and acknowledge the
contributions that eligible participants had made or may make to
the Group. The Scheme will provide the eligible participants with an
opportunity to have a personal stake in the Company with the view to
achieving the following objectives:

(@  motivate the eligible participants to optimise their performance
and efficiency for the benefit of the Group; and

(b)  attract and retain or otherwise maintain ongoing business
relationship with the eligible participants whose contributions
are or will be beneficial to the long term growth of the Group.

Subject to the terms of the Scheme, the Board may at its discretion
grant options to: (i) any Director, employee, consultant, customer,
supplier, agent, partner or adviser of or contractor to the Group or a
company in which the Group holds an interest or a subsidiary of such
company (the “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,
who has contributed to the success of the Group’s operations. The
overall limit on the number of Shares which may be issued upon
exercise of all outstanding options granted and yet to be exercised
under the Scheme and any other schemes must not exceed 30% of
the Shares in issue from time to time. Subject to the aforesaid limit,
the total number of Shares available for issue under options which
may be granted under the Scheme and any other schemes must not,
in aggregate, exceed 62,967,800 Shares, being 10% of the number of
issued Shares as at 30 May 2016, the date of adoption of the Scheme,
and 10% of the number of issued Shares as at the date of this annual
report, respectively, unless separate Shareholders’ approval has been
obtained.
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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.

There is no general requirement on the minimum period for which
an option must be held or the performance targets which must be
achieved before an option can be exercised under the terms of the
Scheme. However, at the time of granting any option, the Board may
impose such conditions, restrictions or limitations as it may determine
in its absolute discretion.

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.

Subject to earlier termination by the Company in general meeting or
by the Board, the Scheme shall be valid and effective for a period of

10 years from the date of its adoption.

No option has been granted under the Scheme since its adoption on
30 May 2016.
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SHARE AWARD PLAN

The Company has adopted a share award plan (the “Share Award
Plan”) on 26 August 2016. The purpose of the Share Award Plan
is to 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 (the “Trustee”) shall hold the awarded Shares on trust for the
award holders until the awarded Shares are vested in the relevant
award holders according to the Share Award Plan rules. Upon vesting,
the Trustee shall either transfer the vested awarded Shares at no cost
to such award holders or sell the vested awarded Shares at the then
prevailing market price by way of market order and remit the net
proceeds to the award holders in accordance with the direction given
by such award holders.

During the Year, no Shares have been awarded pursuant to the Share
Award Plan and no awarded Shares were vested as the vesting
condition on performance target for the Year was not satisfied. 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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Pursuant to the Share Award Plan, 19,400,000 Shares have been
awarded to selected persons on 25 May 2018, of which 19,370,000
Shares have been accepted pursuant to the Share Award Plan. Out of
such 19,370,000 Shares as accepted by the selected persons pursuant
to the Share Award Plan, there were 1,010,000 Shares and 5,159,250
Shares vested and transferred to the employees in 2019 and 2020,
respectively. In addition, 1,000,000 and 575,000 granted Shares were
returned to the share pool due to resignation of relevant employees
during 2020 and 2021, respectively. As at 31 December 2021, a
total of 11,625,750 granted Shares will be vested in 2022 subject to
fulfilment of the relevant performance targets and 1,605,000 Shares
remain available for granting to employees in the future under the
Share Award Scheme.

EQUITY-LINKED AGREEMENTS

Save for the Share Option Scheme and the Share Award Plan as
disclosed in this annual report, no equity-linked agreement was
entered into during the year ended 31 December 2021 or subsisted at
the end of the year of 2021.

INTERESTS IN CONTRACT OF SIGNIFICANCE

No contracts of significance in relation to the Group’s business have
been entered into, or subsisted, 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 16.3% of the Group’s total sales for the Year and
sales to the Group's largest customer accounted for approximately
3.9% of the Group’s total sales for the Year. Purchases from the
Group's five largest suppliers accounted for approximately 33.5%
of the Group's total purchases for the Year, and purchases from the
Group's largest supplier accounted for approximately 12.5% of the
Group's total purchases for the Year.

So far as the Board is aware, none of the Directors, their close
associates or any Shareholder (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.
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CONNECTED TRANSACTIONS

Connected transactions

The Group had entered into the following connected transaction with
its connected persons during the Year. The transaction constituted
connected transaction for the Company under Chapter 14A of the
Listing Rules.

1. Acquisition of 80% Equity Interest In Heilongjiang Kangyuan

Flax and Hemp Seed Co., Ltd.

On 1 November 2021, Heilongjiang Kingdom, an indirect
non-wholly owned subsidiary of the Company, entered into an
equity transfer agreement with Kangyuan Bio-tech, a company
established in the PRC with limited liability, pursuant to which
Heilongjiang Kingdom agreed to acquire and Kangyuan Bio-
tech agreed to dispose of 80% equity interest in Kangyuan Seed
at a consideration of RMB8,800,000.

The Group contemplated to complete its own hemp fiber
supply chain in Heilongjiang from seed to yarn, in order to
ensure both quality and quantity of raw materials for the
Group's production of hemp yarn. The Company considered
that the acquisition of Kangyuan Seed provided an opportunity
for the Company to complete its hemp fiber ecosystem and
supply chain in Heilongjiang from seed to yarn, through the
collaboration with local farmers on the selection of hemp
seed and the purchase of hemp crops from local farmers.
Kangyuan Seed’s connections with the local farmers in
Heilongjiang accumulated through its operations would be
essential to facilitate the completion of the hemp fiber supply
chain and such connections could only be gained through a
local presence. Kangyuan Seed is principally engaged in the
research, development and sale of variety of flax and hemp
seeds.
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Kangyuan Bio-tech was a company owned as to 53.6% by
Kingdom Creative. Mr. Ren Weiming, Mr. Shen Yueming,
Mr. Zhang Hongwen and Ms. Shen Hong, being executive
Directors and connected persons of the Company, are also
directors of Kingdom Creative. Mr. Zhang Hongwen and
Ms. Shen Hong are also directors of Kangyuan Bio-tech.
Accordingly, Kingdom Creative and Kangyuan Bio-tech are
associates of connected persons of the Company under Chapter
14A of the Listing Rules, and thus are connected persons of
the Company. Therefore, the acquisition of 80% equity interest
in Kangyuan Seed constituted a connected transaction for the
Company under Chapter 14A of the Listing Rules.

For details of the said acquisition, please refer to the
announcement of the Company dated 1 November 2021.

Continuing connected transactions

The Group had entered into the following continuing connected
transactions with its connected persons which subsisted during the
Year. The transactions constituted non-exempt continuing connected
transactions for the Company under Chapter 14A of the Listing Rules
that were subject to reporting, annual review and announcement
requirements but exempt from circular, independent financial advice
and independent Shareholders’ approval requirements.

1. Purchases of chemicals and additives

On 12 March 2021, the Company entered into an agreement
with Jinxiu Jiangnan in relation to the purchase of chemicals
and additives (the “Purchase of Chemical and Additives
Framework Agreement”), pursuant to which the Company
agreed to purchase, and Jinxiu Jiangnan agreed to sell,
chemicals and additives for subsidiaries of the Company, for
the purpose of the fiber scouring and bleaching process to
be underwent by the subsidiaries, for a term of three years
with retrospective effect from 1 January 2021 and ending on
31 December 2023. The terms of the historical purchase of
chemicals and additives from Jinxiu Jiangnan were consistent
with the terms as contemplated under the Purchase of
Chemical and Additives Framework Agreement as further
detailed in the announcement of the Company dated 12 March
2021.
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The Group considered that the type of chemicals and additives,
their mix proportion were critical to the scouring and bleaching
process, together with the identities of the suppliers collectively
commercial secrets), were important to the success of the
Group. The chemicals and additives were purchased by Jinxiu
Jiangnan, re-labelled and delivered to the wholly-owned
subsidiaries of the Company. The chemicals were charged
by Jinxiu Jiangnan at the original costs from the third-party
suppliers plus the additional transportation costs to the Group’s
factories. Such arrangements were purely made to preserve the
commercial secrets of the Group and Jinxiu Jiangnan did not
have any gain during the transactions.

As at the date of the Purchase of Chemical and Additives
Framework Agreement, Mr. Ren Weiming had a controlling
equity interest over Jinxiu Jiangnan. Jinxiu Jiangnan is
principally engaged in trading business and entitled to conduct
import and export business in China.

During the Year, the Group purchased chemicals and additives
for scouring and bleaching from Jinxiu Jiangnan with an
amount of RMB3,023,000 (2020: RMB3,910,000), which did
not exceed the annual cap for the Year of RMB5,000,000.

Purchases of tools and accessories

The Group built a new factory in Ethiopia. Due to the absence
of the relevant tools and accessories in Ethiopia, all of the tools
and accessories used in Ethiopia factory had to be purchased
and shipped from China to Ethiopia. On 12 March 2021,
the Company entered into an agreement in relation to the
purchase of tools and accessories (the “Purchase of Tools and
Accessories Framework Agreement”), pursuant to which the
Company agreed to purchase, and Jinxiu Jiangnan agreed to
sell, tools and accessories to subsidiaries of the Company, for
usage in the Group’s production plant in Ethiopia, for a term
of three years with retrospective effect from 1 January 2021
and ending on 31 December 2023. The terms of the historical
purchase of tools and accessories from Jinxiu Jiangnan were
consistent with the terms as contemplated under the Purchase
of Tools and Accessories Framework Agreement as further
detailed in the announcement of the Company dated 12 March
2021.
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As the tools and accessories were sourced from a number
of different suppliers in China, the Group engaged Jinxiu
Jiangnan to procure and collect the delivery of those tools
and accessories from different suppliers over a period of time,
consolidate and arrange the shipment directly to our factory
in Ethiopia. The tools and accessories were charged by Jinxiu
Jiangnan at the original costs from the third-party suppliers plus
the additional shipping costs to Ethiopia. Jinxiu Jiangnan did
not have any gain during the transactions.

During the Year, the Group purchased tools and accessories
of RMB323,000 from Jinxiu Jiangnan (2020: RMB4,457,000),
which did not exceed the annual cap for the Year of
RMB3,000,000.

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

0]

(ii)

(iii)

in the ordinary and usual course of the business of the Group;

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

according to the agreements governing them on terms that are
fair and reasonable and in the interests of the Shareholders as a
whole.

The auditors of the Company was engaged to report on the continuing
connected transactions of the Group for the Year and the auditors has
provided a letter to the Board in accordance with Rule 14A.56 of the
Listing Rules, confirming that:

(i)

(ii)

(iii)

nothing has come to their attention that caused the auditors to
believe that the disclosed continuing connected transactions
have not been approved by the Board;

nothing has come to their attention that caused the auditors to
believe that the disclosed continuing connected transactions
were not entered into, in all material respects, in accordance
in accordance with the pricing policies of the Group and the
relevant agreements governing such transactions; and

with respect to the aggregate amount of each of the continuing
connected transactions, nothing has come to their attention that
caused the auditors to believe that the disclosed continuing
connected transactions have exceeded the annual cap as set by
the Company.
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Save as disclosed above, during the Year, the Group had not entered
into any other connected transaction or continuing connected
transaction which needs to be disclosed in this annual report pursuant
to the requirements of the Listing Rules.

Save as disclosed above, the other related party transactions as
disclosed in note 33 to the financial statements do not constitute
connected transactions or continuing connected transactions required
to be disclosed in this annual report under the Listing Rules. The
related party transactions that constituted connected transactions or
continuing connected transactions of the Group have complied with
the disclosure requirements under Chapter 14A of the Listing Rules.

BANK LOANS AND OTHER BORROWINGS
Particulars of bank loans and other borrowings of the Group as at
31 December 2021 are set out in note 25 to the financial statements.

CONTINUING DISCLOSURE OBLIGATIONS
PURSUANT TO THE LISTING RULES

The Company does not have any disclosure obligations under Rules
13.20, 13.21 and 13.22 of the Listing Rules.

PURCHASE, SALE OR REDEMPTION OF THE GROUP’S
LISTED SHARES

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

PRE-EMPTIVE RIGHTS

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

RELIEF OF TAXATION
The Company is not aware of any relief from taxation available to the
Shareholders by reason of their holding of the Shares.

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

According to the information that is publicly available to the
Company and within the knowledge of the Board, as at the date of
this annual report, the Company has maintained a sufficient public
float as required under the Listing Rules.
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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 2021, 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.

Mr. Ren Weiming (“Mr. Ren”) holds directorships and/or interests
respectively, either directly and/or through Kingdom Creative, in
certain private companies (the “Private Companies”). The Private
Companies are engaged in the silk and/or silk products manufacturing
and/or trading industry, banking and finance leasing (the “Excluded
Business”), which are fundamentally different from the products
manufactured by the Group.

Mr. Ren undertakes, subject to the exceptions mentioned in
the prospectus of the Company dated 30 November 2006 (the
“Prospectus”), that he will not, and will procure that his associates
will not (a) either on his own account or in conjunction with or
on behalf of any person, firm or company, directly or indirectly be
interested or involved or engaged in or acquire or hold an interest
(in each case whether as a shareholder, partner, agent, consultant,
employee or otherwise and whether for profit, reward or otherwise)
in any business which is or is about to be engaged in any business
which competes or is likely to compete directly or indirectly with
the Group's business, those other businesses of the Group as set out
in the Prospectus, in Hong Kong, the PRC and any other country or
jurisdiction to which the Group markets or sells its products and/or
in which any member of the Group carries on business mentioned
above from time to time (the “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.
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As at the date of this annual report, Mr. Ren has no plan to inject the
aforesaid Excluded Business into the Group.

The Company has received from Kingdom Investment 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 a longer term.

The Board periodically reviews the progress made against ESG related
goals and targets to enable the Group’s sustainable development of
business, in order to generate or preserve value over a longer term.

DIVIDEND POLICY
The Company has adopted a dividend policy on 14 December 2018

(the “Dividend Policy”).

Pursuant to the Dividend Policy, the annual dividend to be distributed
by the Company to the Shareholders shall be not less than 20% of
the Group’s profit attributable to Shareholders in any financial year,
subject to the criteria set out in the Dividend Policy.

Such declaration and payment of dividends shall remain to be
determined at the sole discretion of the Board and subject to all
applicable requirements under the Companies Act of the Cayman
Islands and the Articles.

In proposing any dividend payout, the Board shall also take into
account, inter alia, the Group’s actual and expected financial
performance; Shareholders’ interests; general business conditions
and strategies; the Group’s expected working capital requirements
and future expansion plans; possible effects on the Group’s
creditworthiness; general economic conditions, business cycle of the
Group's business and other internal or external factors that may have
an impact on the business or financial performance and position of
the Company; and other factors that the Board deems appropriate.
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The Company will continually review the Dividend Policy and
reserves the right in its sole and absolute discretion to update, amend
and/or modify the Dividend Policy at any time. The Dividend Policy
shall in no way constitute a legally binding commitment by the
Company that dividends will be paid in any particular amount and/
or in no way obligate the Company to declare a dividend at any time
or from time to time. The payment of dividend is also subject to any
restriction under the Companies Act of the Cayman Islands and any
other applicable laws, rules and regulations, as well as the articles of
association of the Company (as amended from time to time).

CORPORATE GOVERNANCE
The Group's principal corporate governance practices are set out on
page 56.

CLOSURE OF REGISTER OF MEMBERS

In order to determine who are entitled to attend and vote at the
forthcoming annual general meeting of the Company, the register of
members of the Company will be closed from Friday, 20 May 2022
to Friday, 27 May 2022, 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 54, Hopewell
Centre, 183 Queen’s Road East, Hong Kong for registration not later
than 4:30 p.m. on Thursday, 19 May 2022.

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 Wednesday, 22 June 2022 to Friday, 24 June 2022,
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 Tuesday, 21 June 2022. The
proposed final dividend, subject to Shareholders’ approval at the
forthcoming annual general meeting, will be paid to Shareholders on
or before Friday, 15 July 2022 whose names appear on the register of
members of the Company at the close of business on Friday, 24 June
2022.
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AUDITORS

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

On behalf of the Board

Ren Weiming
Chairman
Haiyan County, the PRC, 18 March 2022

*  For identification purpose only
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CORPORATE PURPOSE, STRATEGY AND
GOVERNANCE

The Company is headed by an effective board which assumes
responsibility for its leadership and control and is collectively
responsible for promoting its success by directing and supervising its
affairs. All Directors are expected to take decisions objectively in the
best interests of the Company.

The Company recognizes the importance of incorporating elements
of good corporate governance in the management structures and
internal control procedures of the Group so as to achieve effective
accountability. The Company has adopted the Corporate Governance
Code contained in Appendix 14 to the Listing Rules, as amended
from time to time (the “CG Code”), as its own code of corporate
governance.

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

All Directors are expected to act with integrity, lead by example, and
promote the desired culture and core values of the Group, namely,
Responsible, Sincere, Innovative, and Mutually Successful.

The financial performance of the Group for the Year is set out in
the sections headed “Chairman’s Statement” and “Management
Discussion and Analysis” on page 4 and page 9 of this annual report.

Other performance of the Group for the Year is set out in the ESG
report which is separately published and is available for download at
the websites of the Company and the Stock Exchange.

At Kingdom, environmental considerations are central and are
embedded in our decision-making and management processes.
Kingdom also supports the development of innovative technologies,
properly uses and invests in technologies and businesses that have
less adverse impact on the environment.
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The Board is committed to periodically review the progress made
against ESG-related goals and targets to enable the Group’s
sustainable development of business, in order to generate or preserve
value over a longer term.

Except for the deviation from code provision A.2.1 of the CG Code'
as further detailed in the paragraph headed “Chairman and Chief
Executive Officer”, the Company has complied with all the code
provisions set out in the CG Code that were in effect during the Year.
The Company will continue to review and monitor its corporate
governance practices to ensure the compliance of the CG Code.

MODEL CODE FOR DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code and devised its own code
of conduct regarding securities transactions by Directors on terms no
less exacting than the required standard set out in the Model Code.
Having made specific enquiries with all Directors, all the Directors
have confirmed that they have complied with the provisions of the
Model Code and the Company’s code of conduct regarding Directors’
securities transactions for the Year and up to the date of this annual
report.

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. There are seven
male Directors and one female Director. 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.

g A new CG Code came into effect on 1 January 2022 and the
requirements under the new CG Code apply to corporate governance
reports for financial year commencing on or after 1 January 2022. As
this corporate governance report is for the Year, the CG Code described
herein is the CG Code in effect during the Year.
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The Board meets regularly to review the financial and operating
performance of the Company, and to consider and approve the
overall strategies and policies of the Company. The composition of
the Board and attendance of individual Directors at meetings of the
Board, the Remuneration Committee, the Audit Committee and the

Nomination Committee during the Year are as follows:

Directors £E

Executive Directors BITES

Mr. Ren Weiming RHERSY
(Chairman of the Board) (EEFTF/E)

Mr. Shen Yueming LEERR T A

Mr. Zhang Hongwen RIBX ST

Ms. Shen Hong LB L

Non-executive Director EHITES

Mr. Ngan Kam Wai Albert PR IR E

Independent non-executive Directors J&IIIFHITES

Mr. Lau Ying Kit Bk E
(Chairman of the Audit Committee) (EFEIZEZEZF/E)

Mr. Lo Kwong Shun Wilson BERERE
(Chairman of the Nomination FEEZEETF/E)
Committee)

Mr. Yan Jianmiao BEmiE
(Chairman of the Remuneration FWZS 5 F/E)

Committee)

Apart from regular Board meetings, the chairman of the Board also
held meetings with the independent non-executive Directors without

the presence of other Directors during the Year.
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The biographical details of the current Board members are set out
under the section headed “Directors and Senior Management” on
page 26 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 or senior
management of the Company.

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 to be independent in
accordance with Rule 3.13 of the Listing Rules during the Year and
remain so as at the date of this annual report.

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 relevant meetings.
Minutes of Board meetings and meetings of Board committees, which
records in sufficient detail the matters considered by the Board/
committee and decisions reached, including any concerns raised by
the 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.
Zhang Hongwen 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.

The re-election Mr. Lau Ying Kit and Mr. Lo Kwong Shun Wilson (who
had both served the Board for more than nine years) as independent
non-executive Directors were approved by way of separate
resolutions in the annual general meeting held on 21 May 2021.

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 page 82 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 Companies Ordinance (Cap. 622, Laws of Hong Kong) and the
applicable accounting standards.
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Safeguarding Assets

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

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Under code provision A.2.1 of the CG 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 meets 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 DIRECTOR

Mr. Ngan Kam Wai Albert, a non-executive Director, renewed his
service agreement with the Company for a term of three years on 1
January 2022.

Mr. Lo Kwong Shun Wilson and Mr. Lau Ying Kit, independent non-
executive Directors, renewed their appointments with the Company
on the same terms for another three years on 1 January 2022. Mr. Yan
Jianmiao was appointed as an independent non-executive Director—
at the annual general meeting of the Company held on 30 May 2016.
Mr. Yan has renewed his appointment with the Company for a term
of three years with similar terms as other independent non-executive
Directors with effect on 30 May 2019.
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MECHANISM TO ENSURE BOARD INDEPENDENCE

Mr. Lau Ying Kit has been serving as an independent non-executive
Director since his appointment on 13 November 2006 and Mr.
LO Kwong Shun Wilson has been serving as an independent non-
executive Director since his appointment on 17 May 2010.

Mr. Lau Ying Kit 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, risk management,
nominations of directors, conflicts of interests and other management
matters. Mr. Lo Kwong Shun Wilson has extensive experience in
the corporate finance field. His participations in the Board bring
independent judgments on issues relating to the Group’s corporate
finance, accounts, internal controls, risk management, nominations of
directors, conflicts of interests and other management matters.

The Board also noted that each of Mr. Lau Ying Kit and Mr. Lo Kwong
Shun Wilson had not engaged in any executive management of the
Group. Taking into consideration of each of their independent scope
of works in the past years, the Directors considered each of Mr. Lau
Ying Kit and Mr. Lo Kwong Shun Wilson to be independent under the
Listing Rules despite the fact that each of Mr. Lau Ying Kit and Mr. Lo
Kwong Shun Wilson had been serving the Company for more than
nine years and would continue to bring valuable business experience,
knowledge and professionalism to the Board for its efficient and
effective functioning and diversity.

DIRECTORS’ CONTINUOUS TRAINING AND
DEVELOPMENT

During the Year, the Directors were 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. During the
Year, the Company arranged a training on the latest changes on the
CG Code and the Listing Rules, with topics covering the main board
profit requirement, listing rules relating to disciplinary powers and
sanctions, amendments to the CG code and related Listing Rules,
other guides from the Stock Exchange and new Listing e-Forms, etc.,
for Directors’ continuous professional development. All Directors
attended the training.
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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, 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 were established
with defined written terms of reference and report their findings
and recommendations to the Board after each meeting of the Board
committees. The terms of reference of the Board committees were
posted on the Company’s website and the Stock Exchange’s website
and are available to the 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.

REMUNERATION COMMITTEE

The Remuneration Committee has adopted written terms of
reference prepared by reference to the requirements under the
code provision E.1.2 of the CG 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.
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EXERRS

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 and approved
the remuneration of the Directors, after comparing with that of the
directors of similar textile companies listed on the Stock Exchange.
The attendance record of each member of the Remuneration
Committee at the said meeting is set out in the table below:

Name of Directors ERENH

Mr. Zhang Hongwen RIBX ST

Mr. Yan Jianmiao (Chairman) BEBLE (EE)
Mr. Lo Kwong Shun Wilson BEERE

NOMINATION COMMITTEE

The Nomination Committee (the “NC”) has adopted written terms of
reference prepared by reference to the requirements under the code
provision B3.1 of the CG Code. The primary functions of the NC are
to review the Board’s 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
NC also determined the policy for the nomination of Directors and
the nomination procedures and the process and criteria adopted
by the NC to select and recommend candidates for directorship.
The NC 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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One meeting was held during the Year. At the meeting, the NC
reviewed the structure, size and composition of the Board and the
Board’s diversity policy. The attendance record of each member of the
NC at the said meeting is set out in the table below:

Name of Directors EXMA

Mr. Shen Yueming L EERR ST A

Mr. Lau Ying Kit | ESHS S

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

Nomination Policy

Objective

The NC shall nominate suitable candidates to the Board for it to
consider and make recommendations to shareholders for election
as directors including independent non-executive directors of the
Company (the “INEDs”) at general meetings or appoint as directors
including INEDs to fill casual vacancies.

The NC may, as it considers appropriate, nominate a number of
candidates more than the number of directors to be appointed or
reappointed at a general meeting, or the number of casual vacancies
to be filled.

The ultimate responsibility for selection and appointment of directors
rests with the Board.

Selection Criteria
The factors listed below would be used as reference by the NC in

assessing the suitability of a proposed candidate.

o Reputation for integrity

J Accomplishment and experience in the textile industry
o Commitment in respect of available time and relevant interest
J Diversity in all its aspects, including but not limited to gender,

age (18 years or above), cultural and educational background,
ethnicity, professional experience, skills, knowledge and length
of service
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These factors are for reference only, and not meant to be exhaustive
nor decisive. The NC has the discretion to nominate any person, as it
considers appropriate.

Retiring INEDs are eligible for nomination by the Board to stand for
re-election at a general meeting. For those who have served as INEDs
for a period of 9 consecutive years, such retiring INEDs may stand for
re-election at a general meeting subject to a separate resolution to be
approved by the Shareholders at a general meeting. For the avoidance
of doubt, the 9-year period for determining the independence of an
INED for nomination by the Board to stand for re-election at a general
meeting would count from his/her date of first appointment as an
INED until the date of the general meeting.

Proposed candidates will be asked to submit the necessary personal
information in a prescribed form, together with their written consent
to be appointed as an INED and to the public disclosure of their
personal data on any documents or the relevant websites for the
purpose of or in relation to their standing for election as an INED.

Nomination Procedures

The secretary of the NC shall call a meeting of the NC, and
invite nominations of candidates from Board members if any, for
consideration by the NC prior to its meeting. The NC may also put
forward candidates who are not nominated by Board members.

For filling a casual vacancy, the NC shall make recommendations for
the Board’s consideration and approval. For proposing candidates
to stand for election at a general meeting, the NC shall make
nominations to the Board for its consideration and recommendation.

Until the publication of the circular to the Shareholders, the
nominated persons shall not assume that they have been
recommended by the Board to stand for election at the general
meeting.
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In order to provide information of the candidates nominated by
the Board to stand for election at a general meeting, a circular will
be sent to Shareholders. The circular will set out the names, brief
biographies (including qualifications and relevant experience),
independence, proposed remuneration and any other information, as
required pursuant to the applicable laws, rules and regulations, of the
proposed candidates will be included in the circular to Shareholders.

A candidate is allowed to withdraw his candidature at any time
before the general meeting by serving a notice in writing to the
Company Secretary.

The Board shall have the final decision on all matters relating to its
recommendation of candidates to stand for election at any general
meeting.

As there may be more candidates than the vacancies available, the
“highest number of votes” method will be used to determine who
shall be elected as an INED.

The Nomination Committee may request candidates to provide
additional information and documents, if considered necessary.

Board Diversity Review and Policy

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.
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During the Year, the NC had reviewed and compared the diversity FRNRLEEGEEREETENS TN L
of the Board with all the listed companies in Hong Kong, in terms of ZSg A B UIFNITEE AE - HHIKFH
the number of directors a board has, number of INEDs, gender and F A ERAEERE LHABLR-ZLEES
average age. The NC also reviewed the professional qualification 7FEBZMEEENEXERREXMH -ES
and expertise of all the Directors. The Board is of the view that board BRAECBREEZT LM EFTFHNAER (8
diversity has been achieved. The Board’s composition (together with  IEBRIE BRI MITENLR F&0 4R KA
details on the Directors’ textile industry experience, age, gender and ~ ERABEBSIEERBHEB W -

holding of office in textile association) is as follows:

Textile Industry Hold office in
Name experience Age Gender Textile Association
e AT RAEER Fie il BERGBER S RERE
REN Weiming Yes 62 Male Yes
R4S B Z B
SHEN Yueming Yes 60 Male No
WL EERR =) 5 £
ZHANG Hongwen Yes 55 Male No
RBX B 5 &
SHEN Hong Yes 55 Female No
LB B k-8 &
NGAN Kam Wai Albert Yes 72 Male Yes
BT IR B 5 B
LAU Ying Kit No 48 Male No
G o z &
LO Kwong Shun Wilson No 48 Male No
REE &= 5 &
YAN Jianmiao No 56 Male No
BEE £ 5 £
Measurable objectives AIstEB1R

The Company’s measurable objectives of the Board diversity policy AABMEBEZE S TUEBRMWAITERZNT !
are as follows:

1) At least half of the members of the Board should have textile 1) ®R/\V—¥EFZrEBHBITELSE-
industry experience.

2) At least one Director should hold office/honorary title in textile  2) R/\D—ZEBZBRHBRERZETHRES

association(s) in order to ensure the Company receive first- BREHE UBERARBNFITEEE
hand information about the development and challenges of the kBN E—F &R -
industry.
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3)  Gender is not the primary consideration subject to the
Company’s compliance with any applicable requirements. The
primary consideration of Board member candidates will be
based on merit and the contribution the selected candidates
will bring to the Board.

Gender diversity of general workforce

As at 31 December 2021, Kingdom had 3,808 employees,
including those from the production, research and development and
management teams. Female staff accounted for approximately 64% of
the workforce as the production of linen yarn calls for a relative high
degree of attentiveness and deftness which is more common with
women, and the majority of them are between the ages of 31 and 50.

The general workforce is considered to be with proper gender
diversity.

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 CG 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
as well as the Group's internal audit function 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;

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

J to review and monitor the Group’s policies and practices on
compliance with all legal and regulatory requirements (where
applicable);

EXERRS
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B o
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EXERRS

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 CG Code and
disclosure requirements in the Corporate Governance Report.

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. 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 Company’s relationship
with the external auditor, discussed with the Company’s external
auditor on the tasks performed by them including the nature and
scope of their audit and reporting obligations, and reviewed the terms
of engagement and their remuneration, reviewed the Company’s
final results for the year ended 31 December 2020, interim results for
the six months ended 30 June 2021 and the continuing connected
transactions with the external auditors, and communicated with the
external auditors twice without the presence of the management in
2021. The Audit Committee also reviewed and approved the internal
audit report and considered the effectiveness of the Group’s internal
audit function. The attendance record of each member of the Audit
Committee at the said meetings is set out in the table below:

Name of Directors EEUS

Mr. Lau Ying Kit (Chairman) BIRGRE (ZE)
Mr. Lo Kwong Shun Wilson BEELE

Mr. Yan Jianmiao BRZEALE

During the Year, the Audit Committee also reviewed the Company’s
corporate governance policies and practices, the Group’s internal
control functions, 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 CG Code and
disclosures in this Corporate Governance Report.
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The Directors are collectively responsible for preparing the
consolidated financial statements of the Group which have been
prepared on a going concern basis and in compliance with the
requirements of the Listing Rules. There has been no disagreement
between the Directors and the Audit Committee regarding the
selection and appointment of the external auditors.

INTERNAL CONTROL AND RISK MANAGEMENT

The Company has in place a sound and effective internal control
to safeguard the Shareholders’ investment and the Group's assets.
The Company has an internal audit function. The Audit Committee
is entrusted by the Board to monitor the effectiveness of the Group’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 teams are the second line of defence, and
the Audit Committee of the Board is 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.

EXERRS
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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.

The Audit Committee conducted 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 the 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 were
in compliance with the Listing Rules. The Board considered that the
risk management and internal control of the Company to be effective
during the Year and up to the date of this annual report.
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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 SFO and
the overriding principle that any inside information of the Company
should be announced as soon as practicable. The Company reviews
from time to time its internal guidelines on inside information with
reference to its own and industry circumstances and the Guidelines
on Disclosure of Inside Information issued by the Securities and
Futures Commission.

The Company’s policy contains a strict prohibition on unauthorized
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.

ANTI-CORRUPTION

Kingdom also advocates the principles of integrity, honesty, equity
and compliance in the communication and conduct of its entire staff.
It strictly requires its staff to:

J reject any bribe, unfair competition, malpractice and
embezzlement of corporate assets;

J refuse to do anything harmful to the Company, the environment
and the society; and

J refrain from receiving or offering bribes, illegal political

contributions or improper donations, events, gift or services.

Kingdom maintains detailed operating procedures, codes of
conduct and reward and punishment systems, and makes sure all its
employees understand the importance of and uphold integrity and
ethics.
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Staff can report to their immediate superiors, the human resource
department and the top-ranking executive with respect to any non-
compliance such as breach or dereliction of duty, abuse of power,
receiving bribes or embezzlement of corporate property by means of
mail, electronic mail or phone. The issue will then be reported to the
human resources department or audit committee for investigation,
collection of evidence, verification and resolution, and upon
verification will be handled in accordance with the law.

Topics of anti-bribery and anti-corruption are covered in staff trainings
and the same are included in the employee regulations section of the
staff handbook.

During the Year, there was no reported case in relation to corruption,
bribery, blackmail, fraud and money-laundering, legal actions for
anti-competitive behaviour, anti-trust, and monopoly practices.
Kingdom will adhere to its corporate ethics and uphold its reputation
to prevent corruption. There were also no illegal activities or relevant
fine or punishment made against the Group in respect of products,
human rights or the society. No political contribution was made in
2021.

WHISTLE-BLOWING POLICY/GRIEVANCE CHANNEL
In order to protect the legitimate rights and interests of employees,
strengthen the effective communication between the employees and
the company’s management, timely communicate and implement
the rules and regulations formulated by the company, discover
and deal with various hidden problems, establish a harmonious,
stable, and united labor relationship and create a good corporate
culture, and for individuals to seek advice and raise concerns about
responsible business conduct in the Group’s operations and business
relationships, Kingdom has adopted a whistle-blowing policy, with
the following principles:

J Legal, fair and just;

J Equal dialogue and engagement;
J Transparent and barrier-free;

o No retaliation;

° Confidential;

J Simple and easy to use.
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The grievance channels include suggestion box, notice board to
display various grievance channels, telephone, mobile phone, email
(ss@kingdom-china.com) and WeChat. We pledge to handle and
complete any compliant within 10 working days.

ANNUAL REMUNERATION PAYABLE TO THE
MEMBERS OF SENIOR MANAGEMENT

The annual remuneration of the members of the senior management
by band for the year ended 31 December 2021 is as follows:

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

Service rendered AR AR
Audit Services EIZARTE
Tax services RIBARTS

The responsibilities of the external auditors with respect to the 2021
financial statements are set out in the section headed “Independent
Auditors” Report” on page 82. 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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ACCOUNTABILITY AND AUDIT

The Directors acknowledge their responsibilities for preparing all
information and representations contained in the consolidated
financial statements of the Group for the Year, which give a true and
fair view of the state of affairs of the Group and of the operating
results and cash flow for the year. The Directors consider that the
financial statements have been prepared in conformity with all
applicable accounting standards and requirements and reflect
amounts that are based on the best estimates, reasonable information
and prudent judgment of the Board and the management. The
Directors are not aware of any material uncertainties relating to
events or conditions which may cast significant doubt upon the
Group's ability to continue as a going concern. Accordingly, the
Directors have prepared the consolidated financial statements of the
Group on a going concern basis.

The statements of the auditor of the Group about its reporting
responsibility on the consolidated financial statements of the Group
are set out in the Independent Auditor’s Report on page 82 of this
annual report.

PUBLIC FLOAT

Within the knowledge of the Board, there have been sufficient public
float of not fewer than 25% of number of total outstanding shares of
the Company according to the “Disclosure of Interests” records at the
website of the Stoc