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Financial Highlights
MBERE

Statement of Profit or Loss and Year ended 31 December
Other Comprehensive Income BmkEMEERAR BE+=-A=+—HLFE
RMB million
AREBET
2015 2014 Changes
—E—HF —ZT—HF e
Revenue from continuing operations S TSRS 491.2 486.4 1.0%
Gross profit from continuing operations 48 &8 & ¥ 75 EF 141.4 121.1 16.8%
Profit before tax B 5 Bl & A 824 72.9 12.9%
Profit from continuing operations FECE BN E R 63.8 59.3 7.5%
Profit for the year F AT 64.2 57.0 12.5%
Profit attributable to shareholders of IR B AR FEAG 5
the Company 56.2 47.9 17.4%
Earnings per share (RMB cents) BASIC B AF (ARE D) EAX
— continuing operations —FHELEEET 14.0 12.6 11.1%
— discontinued operation — R TS 0.1 (0.6) 116.7%
— combined —iZa 14.1 12.0 17.5%
Profit attributable to shareholders of AN B FE AR S A
the Company (excluding (REFARMEMEZ L)
share-based payments) 60.4 47.9 26.1%
Dividend per share (HK cents) AR A% B (L)
— interim — R HA 2.0 -
—final — R 3.0 4.0
— combined o) 5.0 4.0 25.0%

31 December

Statement of Financial Position B SRR TR +=—BA=+—H
RMB million

AREBET
2015 2014 Changes
—E—RE —T—EF 23
Non-current assets EMEE E 183.0 179.8 1.7%
Current assets mBEE 363.7 368.8 -1.4%
Current liabilities mEaE (111.0) (166.1) -33.2%
Net current assets mENE ERE 252.7 202.7 24.7%
Non-current liabilities ERBEE (15.6) (12.3) 26.8%
Net assets FEE 420.1 370.2 13.5%
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Gross Profit Margin of the Group
SEER=E

%
30

20

2014* 2015*

Net Profit Margin of the Group
SEAR =X

%
15

2014~ 2015*

Gross Profit Margin by Business Segment

BRI MENR

%

45
40 /39:8%
35 S
338%&— W 31.8%
30 -
25 .
5 21.9% A ——A 22.8%
15
10
8.2% @— — @ 73%
0
2014 2015
—@- Dyeing and Processing ~ —®— Trading of polyester
FERiNT filament yarn
haR48E5
—4 Polyester filament yarn B 3D printing materials
production = HEITEDM R
Thim R EE

* Excluding trading of textile raw materials and products
*ABEOBRVERERE S

Financial Highlights
MBEHE

Revenue by Business Segment
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Corporate Information

NEER
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Executive Directors

Mr. Li Cheng (Chairman)

Mr. Zhao Jidong (Chief Executive Officer)
Mr. Li Conghua
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Dr. Wang Huaping
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Mr. Shiping James Wang
Dr. Wang Huaping
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Ms. Wong Wai Ling (Chairtadly)
Mr. Zhao Jidong
Dr. Wang Huaping
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Mr. Li Cheng (Chairman)
Mr. Shiping James Wang
Dr. Wang Huaping

AUTHORISED REPRESENTATIVES

Mr. Li Cheng
Mr. Leung Ho Yan, Julian (FCCA, FCPA, FCIS, FCS)

COMPANY SECRETARY

Mr. Leung Ho Yan, Julian (FCCA, FCPA, FCIS, FCS)
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Mr. Leung Ho Yan, Julian (FCCA, FCPA, FCIS, FCS)
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Loong & Yeung
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Mr. Wang Shungen of Zhejiang Baoxuan Law Firm
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Group Structure
KEZEEER

As at 31 December 2015 R-ZZE—RAF+-_A=+—H

Ever Thrive Global Limited
HERIRIREGRATE]

(Incorporated in BVI)

51.62%

Public Shareholders

AT

48.38%

Yongsheng Advanced
Materials Company Limited
KEFMRERAR
(Incorporated in the Cayman Islands)
(RRASFSFMKL)

Stock Code &2 1X5% : 3608

Yongsheng Advanced
Materials (BVI) Limited
KERFMHEL(BVI) BRRATF]

(Incorporated in BVI)
(REBE BB M)

Yongsheng Advanced
Materials (HK) Limited
KERFTARH(EB) BRAF]
(Incorporated in HK)

(RB BT )

Hangzhou Huvis Yongsheng
Dyeing and Finishing
Co. Limited*
MMEE T KBRREERAT
(Established in PRC)
(PR AL)

Nantong Yongsheng
Management Shareholders
MEKBREERERR

Hangzhou Shining
3D Tech Co., Ltd.*
BN SE B = 4R R 47
BRAR

NEEQ Code # 7 830978

Jiangsu Yongsheng 3D
Printing Advanced Materials
Company Limited*

TLER K BR = ST ENFT AR

(Est

(

HUVIS Corporation
X FHLHUVIS

(Established in Korea)
(FFBEERKAL)

Nantong Yongsheng
Fiber Advanced Materials
Co. Limited*
MEKRBERMEBRAT
(Established in PRC)

(AR BRI )

Jiangsu Yongsheng High
Polymer Advanced Materials
Research Institute
Company Limited*

SIE KBRS D FHME 70%
MEMERAR

(Established in PRC)
(R

* For identification purposes only

* B
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Hangzhou Huvis Yongsheng
Chemical Fiber Limited*
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On behalf of the board of directors (the “Board” or the “Directors”) of
Yongsheng Advanced Materials Company Limited (the “Company”) and
its subsidiaries (the “Group” or “Yongsheng Advanced Materials”), |
am pleased to present the annual results of the Group for the year ended
31 December 2015 (the “Review Period”).

Over the last year, the development of the PRC slowed down due to
economic transformation and reformation. The financial market was
inevitably influenced by the significant structural impact. The price of raw
materials in chemical fiber industry retreated by over 50% because of the
sharp decrease in crude oil price, thus affected the price of our products.
However, under the guidance of the management team of the Group
and dedication of the staff, we were managed to overcome many drastic
changes and challenges both within or beyond expectation under the
economic circumstances in last year and over-achieved various targets
for 2015. Therefore, the Company recorded encouraging results with
profit attributable to shareholders of the Company (the “Shareholders”)
of RMB56.2 million, representing a year-on-year increase of 17.4%. In
recognition for the trust and support of the Shareholders, the Board
recommends the payment of final dividend of HK3 cents per share.
Together with the interim dividend paid of HK2 cents per share, the total
dividend for the financial year is HK5 cents per share.

EMPHASIS ON DIFFERENTIATION
PRODUCTS AND INNOVATION TO MOVE

In 2015, the Group carried out the strategies of “Emphasis on
Differentiation Products and Innovation to Move” which was formulated
in the beginning of 2015 to adjust its business structure by steps. During
the Review Period, the Group established Jiangsu Yongsheng High
Polymer Advanced Materials Research Institute Company Limited (“High
Polymer Research Institute”) and Jiangsu Yongsheng 3D Printing
Advanced Materials Company Limited (“Yongsheng 3D Printing”) to
improve the Research and development (“R&D”) capabilities of new
materials and devoted more resources to expand the industrial chain
with high added-value to maintain its leading position in the industrial
technological standards. Meanwhile, the Group disposed of its textile-
related products trading business in last year which was facing fierce
market competition with low gross profit margin, so as to achieve better
structure and concentrate its resources on the differentiated new material
business sector. By leveraging on the striving and unremitting spirit of the
management team, our staff made concerted efforts, met various internal
targets, and successfully completed the operational tasks for the Review
Period, which leads Yongsheng Advanced Materials to a higher level of
excellence.

Chairman’s Statement
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Chairman’s Statement
FERE

Yongsheng Advanced Materials never rests in innovation. Three of its
subsidiaries including Nantong Yongsheng Fiber Advanced Materials
Company Limited (“Nantong Yongsheng”), Hangzhou Huvis
Yongsheng Chemical Fiber Company Limited (“Yongsheng Chemical
Fiber”) and Hangzhou Huvis Yongsheng Dyeing and Finishing Company
Limited (“Yongsheng Dyeing”) are all accredited as National High and
New Technology Enterprises, of which the “Differentiated Fibre and
Environmental-friendly Dyeing and Finishing Technology Provincial Grade
Hi-Tech Enterprise Research And Development Centre” of Yongsheng
Dyeing had completed an audit in 2015. The Group owned over 40
patents in total, of which 4 practicable patents on differentiated polyester
filament yarn were obtained during the Review Period. The project
of “Key Technologies And Industrialization of Highly-stabilized Elastic
Polyester Base Composite Synthetic Preparation” which was awarded
the 2nd prize of provincial technological advancement and highly
recommended by top appraisal experts was the highest recognition
obtained by Yongsheng Advanced Materials for its core technologies
in the chemical fiber field. Our efforts in R&D of new technologies
were also acknowledged by the market. New products developed by
Nantong Yongsheng including high-shrinkage polyester/polyamide
composite fiber GPN products, light extinction elastic, cation SPH etc.
further expanded the market, while the newly-developed SQH and
GPN products were accredited as one of the few “China Fibers Fashion
Trends Products” in 2016 and 2017 respectively; the cotton-liked and
linen-liken new differentiated products of Yongsheng Chemical Fiber
enjoyed clear success from our clients; the new air-trapped products
successfully developed by Yongsheng Dyeing which were inspirational
in the market and made a hit in the industry driving a speedy growth in
results. The newly-established Yongsheng 3D Printing successfully made
breakthroughs in the exploration and research of consumptive materials
and took only two months to develop PLA printing materials. By far, it
has already developed lines of products with noctilucent, allochroic and
carboform features.

With respect to technical advancement, the Group further expanded
the capacity of polyester filament yarn production and dyeing and
processing of fabrics to keep in pace with the continuous technological
development and product commercialisation. During the Review Period,
5 differentiated polyester filament yarn production lines were built or
upgraded in Nantang Yongsheng with expanded production capability of
approximately 15,000 tonnes. We also seized the opportunity to expand
our market share to meet the immense market demand for differentiated
products. The new plant of Yongsheng Chemical Fiber which will focus
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on the production of polyester filament yarn had completed its second
phase of construction, production lines will be installed and put into
operation in 2016. It is believed that the production capacity will further be
expanded along with substantial increase in revenue. In order to drive the
profitability of the respective businesses, Yongsheng Dyeing also added
some new setting machines and dyeing machines to help improve the
dyeing capacity of differentiated polyester filament fabric and support the
release of new products.

In 2015, in addition to further strengthening the domestic sales base,
Yongsheng Advanced Materials also opened up new channel to expand
overseas market. The Group participated in two major textile and
chemical fiber exhibitions held in Shanghai last year, and organized
product launching events and project declaration with the help of
Chemical Fibre Association of China. Besides, we also made great
efforts in expanding into emerging markets, such as by sending R&D
and sales team to India to carry out research on specific topics such
as the production and processing of the India textile industry and its
development potential. On the other hand, we began negotiation and
cooperation with clients in Vietham and broadened the reach with
overseas market to pursuit breakthroughs in technological aspects and
results performance. In 2016, the Group will continue to participate in
more exhibitions across the globe and quicken the pace of going global

S0 as to increase the overseas awareness and coverage of the Group.

Chairman’s Statement
FERE
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Chairman’s Statement
FERE

SEEK BREAKTHROUGHS BY INNOVATION
AND MAXIMIZING SCALE BY LEVERAGING
ON THE MOMENTUM

In 2016, the PRC textile industry is still undergoing the critical period
of industrial consolidation. We expect that corporations of larger scale
will experience steady increase in efficiencies and the entire industry
will see all-rounded optimization and faster process of transformation,
which advancement with innovation would be the main driving force.
The development strategy of the Group in the coming year is “seek
breakthroughs by innovation and maximizing scale by leveraging on
the momentum”, which means that not only pursuing breakthroughs in
technology and innovation by leaps, but also opening up new markets,
marketizing technologies, making overall improvement in technology,
products, productivity and sales channels, and magnifying economies
of scale by leveraging on our leading edges in the entire industry of high
polymer advanced materials, differentiated fibers and their applications,
ultimately securing our leading role in the advanced materials industry.

According to the data of Shaoxing District Commercial Bureau, regarding
the structure of the textile raw materials, chemical fibers accounted
for 82.2% of the total processing volume of the national textile fiber in
2014, an increase of 12.2 percentage points over 2010 which reflected
that the chemical fiber textile industry was striding into a stage of rapid
development. In order to grasp the current opportunities, the Group will
devote more capital and resources into product development, strengthen
the industry-university-research cooperation with research institutes
and key leading enterprises in product research, project cooperation

2210
wéﬁwm TITY
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and communications on market development. Meanwhile, we will also
put more efforts in expanding and securing domestic and foreign sales
channels to increase market share and influence, especially on the R&D
of new applications for the enormous knitwear market to explore market
for new products. In response to the orderly opening up of the new
market, and more orders received for our new products, the Group will
continue to expand its production capacity. The newly-added production
capacity of differentiated polyester filament yarn and the dyeing capacity
of fabric will be fully released in 2016, the second phase of the new
plant of Yongsheng Chemical Fiber which will focus on the production of
polyester filament yarn is expected to start operation in the second half
of 2016. To cope with the increasing market demand and expand the
market share of the Group in the advanced materials industry, Nantong
Yongsheng will invest approximately RMB120 million for the expansion of
the new differentiated polyester filament yarn production plant in the next
two years.

As for the High Polymer Research Institute and Yongsheng 3D Printing,
the Group will increase investment on the product development and
innovative research of 3D printing materials and new polymer materials,
as well as upgrading the overall quantity, quality and performance of
innovative products. These moves target to press on our competitive
advantages and synergies along the industry value chain of differentiated
advanced materials. In addition to the enhancement of existing
differentiated advanced materials, it favor our expansion into new
business sectors and facilitate the Group’s development into a diversified
research-based advanced materials enterprise.

Lastly, | hereby express my sincere gratitude to the Shareholders and
business partners for their continuous supports on behalf of the Board,
and take this opportunity to thank our management and staff for their
conscientious and self-giving dedication towards the sustainable
development of Yongsheng Advanced Materials. In 2016, we will adhere
to the corporate ideology of “Honesty, Cooperation, Reciprocity, Learning
and Innovation” to unite and achieve new breakthroughs in all aspects.

Li Cheng
Chairman

Hong Kong, 23 March 2016
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Business Review

Fi5E R

MARKET REVIEW

In 2015, the economy of the Peoples’s Republic of China (the “PRC”)
faced different challenges. The GDP in the PRC only grew by 6.9%
for the Review Period which was the slowest growth rate among the
past 25 years and the currency of Renminbi (“‘RMB”) also depreciated
against other currencies. Due to the instability of global economy and the
dramatic decrease in the price of crude oil, the price of raw materials in
the chemical fiber industry dropped dramatically, and the average selling
prices of the chemical fiber and textile products were adjusted downward
accordingly. While the PRC textile industry was clouded with slow global
economic recovery, the reform and adjustment of the supply in the
textile industry suggested in the 13th Five-Year-Plan would facilitate the
transformation and advancement of the PRC textile sector to adapt to the
new economic and market situation which has an emphasis on quality.
The Group successfully obtained satisfactory results under the stagnant
economic situation and transformation of business in textile industry by
expanding production capacity, developing new products and improving
profitability.

BUSINESS PERFORMANCE

The Group is principally engaged in textile and advanced material-
related business in the PRC, namely (1) the production of differentiated
polyester filament yarn, (2) the dyeing and processing of differentiated
polyester filament fabric, (3) the trading of textile-related products
(except for trading of polyester filament yarns, the trading of other
textile-related products had been discontinued in August 2015) and
(4) the production of 3D printing materials. During the Review Period,
the Group implemented the strategies of “Emphasis on Differentiation
of Products and Innovation to Move” and reorganized its business
structure by disposing the equity interests and assets of its trading
company and trading operations. The Group also improved the research
and development capacities of advanced materials by establishing
Jiangsu Yongsheng High Polymer Advanced Materials Research
Institute Company Limited (‘High Polymer Research Institute”) and
Jiangsu Yongsheng 3D Printing Advanced Materials Company Limited
(“Yongsheng 3D Printing”) to implement differentiated product-oriented
strategies and to open up a larger market of advanced materials with an
object to become a leading high-tech enterprise in the textile industry.
The successful adjustment of the operations had brought the Group
higher returns in 2015 and laid stronger foundations for the Group’s
operation ideology of “breakthroughs through innovation and maximizing
scale by leveraging on the momentum” in future so as to create greater
value to the shareholders of the Company (‘Shareholders”).

1 2 Yongsheng Advanced Materials Company Limited Annual Report 2015
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CONTINUING OPERATIONS

For the Review Period, the Group recorded a revenue of approximately
RMB491.2 million, representing an increase of approximately 1.0%
from approximately RMB486.4 million in 2014. In the meantime, the
Group recorded a gross profit of approximately RMB141.4 million,
representing an increase of approximately 16.8% from approximately
RMB121.1 million in 2014, and the gross profit margin grew from
approximately 24.9% to approximately 28.8%. These increases were
mainly contributed by the strategies of the Group which focused on
differentiated polyester filament yarn products with higher profit margin,
as well as the overall increase in the outputs by improving the efficiencies
of production and dyeing processing. In addition, various newly-
developed products also enhanced the pricing power and profitability
of our products. Profit attributable to the shareholders from continuing
operations was approximately RMB55.9 million, representing an increase
of approximately 11.3% from approximately RMB50.2 million for the
corresponding period in 2014, earnings per share was RMB0.140 (2014:
RMBO0.126).

During the Review Period, the revenue from the production of polyester
filament yarn and new 3D printing materials, the dyeing and processing of
polyester filament fabric and trading of polyester filament yarn accounted
for approximately 63.1%, 36.0% and 0.9% of the Group’s revenue from
continuing operations, respectively. Operating profit of the three business
segments accounted for approximately 53.5%, 46.1% and 0.4% of the
Group’s total operating profit, respectively.

REVENUE BY BUSINESS SEGMENTS
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DISCONTINUED OPERATION

During the Review Period, the Group completed the disposals of its
trading business of textile-related products (the “Disposals”) to related
parties. The entire registered capital of Hangzhou Xiaoshan Yongsheng
Foreign Trading Company Limited (#71 N && 1L Sk B HNE S B R A 7))
(an indirect wholly-owned subsidiary of the Company) was disposed
of to Hangzhou Yongsheng Group Limited (90% equity interest of
which is owned indirectly by Mr. Li Cheng, the chairman of the Board)
at a consideration of RMBG0.7 million in cash. The entire issued share
capital of Yongsheng (HK) International Co., Limited (an indirect wholly-
owned subsidiary of the Company) was disposed of to Mr. Li Cheng,
the chairman of the Board, at a consideration of HK$15.0 million
(approximately RMB11.8 million) in cash. Gains from the Disposals
were RMB5.0 million. The proceeds were used to expand the existing
polyester filament yarn production business and dyeing and processing
of differentiated fabrics business. For details of the Disposals, please refer
to the announcement of the Company dated 5 May 2015 and the circular
of the Company dated 8 July 2015.

In view of the relatively low gross profit margin of the trading of textile-
related products business and in order to mitigate the risk of trading
business, the Group started to gradually reduce trading volume of cotton
textile materials and chemical raw materials in 2014 so as to minimize
the low profit margin trading activities and shorten the inventory turnover
period. Revenue from the trading of textile-related products business for
the Review Period was approximately RMB291.6 million, representing a
decrease of approximately 67.3% from approximately RMB892.6 million
in 2014. Gross profit of the discontinued operation was approximately
RMB5.6 million, representing a decrease of approximately 73.4% from
approximately RMB20.9 million in 2014, and gross profit margin also
decreased correspondingly from 2.3% to 1.9%. The discontinued
operation recorded a profit of approximately RMBO0.4 million for the
Review Period as compared with the loss of approximately RMB2.3
million in 2014, and the relevant earnings per share was RMB0.01 (loss
per share in 2014: RMBO0.06).

1 4 Yongsheng Advanced Materials Company Limited Annual Report 2015
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PRODUCTION OF POLYESTER FILAMENT
YARN

The Group produces and sells regular and differentiated polyester
filament yarn. Differentiated polyester filament yarn is a type of special
synthetic fiber. Its differentiated visual effect is achieved by using
diversified chemical composition, changing shape or linear density of the
yamn. It is widely used for producing terminal products such as high-grade
garments and household products, therefore differentiated polyester
filament yarn is a higher value-added product than regular product and
the major revenue source of this segment.

For the Review Period, revenue of the polyester filament yarn production
segment dropped slightly to approximately RMB309.9 million,
representing a decrease of approximately 2.4% over the corresponding
period last year. During the Review Period, as the crude oil price and
raw materials price in the chemical fiber industry dropped dramatically,
the products price of the Group were adjusted downward accordingly.
However, the launch of our new products was well received by the market
and offset the effect of the declining trend of price by an increase in
sales volume and a stable overall revenue during the Review Period. In
particular, differentiated products with higher gross profit margin were
among the best sellers due to their technical edges. The proportion of
sales of differentiated products with higher gross profit margin improved
to approximately 85.1% during the Review Period from approximately
84.0% in 2014, thus driving up the gross profit margin of the polyester

REVENUE ANALYSIS: PFY PRODUCTION
Wim R A EED DBRA D
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filament yarn production segment by approximately 0.9 percentage point
to approximately 22.8%. The production plant of Nantong Yongsheng
Fiber Advanced Materials Company Limited (“Nantong Yongsheng”),
which is located in Nantong, Jiangsu with 5 differentiated polyester
filament yarn production lines which were newly built or upgraded,
enhanced its production capacity to approximately 15,000 tonnes to
timely capture the opportunities both to expand the market share and
fulfill the huge demand for differentiated products from the market.
Meanwhile, the markets of the new products developed by Nantong
Yongsheng, including high-shrinkage polyester/polyamide composite
fiber GPN products, light extinction elastic, cation SPH, were further
expanded, while the newly-developed SQH and GPN products were
accredited as one of the rarest “China Fibers Fashion Trends Products” in
2016 and 2017 respectively. In addition, in the facility of Hangzhou Huvis
Yongsheng Chemical Fiber Company Limited (“Yongsheng Chemical
Fiber”) located in Hangzhou, the new linen-like differentiated products
of the Group were well received by our clients and we expect to secure
more orders in 2016. As of 31 December 2015, Yongsheng Chemical
Fiber had 16 production lines and had completed the construction
of a new facility in its second phase of expansion with a focus on the
production of differentiated polyester filament yarn. Such new facility will
install production lines and be put into operation in 2016. It is believed
that the production capacity and the revenue will be further expanded
and enhanced.

On 26 May 2015, the Group invested RMB10 million and set up a high
polymer research institute in its Nantong Yongsheng base. The institute’s
dedicated team focuses on the research, development and production
of high value-added and competitive differentiated products, the dyeing
and processing technology and the enrichment of the Group’s own
advantages and integrated industrial chain. The high polymer research
institute will continue its in-depth collaboration with universities including
Donghua University and Jiaxing University to explore other technologies
and applications for high polymer advanced material. Our project, “key
technologies and industrialization of highly-stabilized elastic polyester
base composite synthetic preparation”, was awarded the 2nd prize of
provincial technological advancement which was the highest recognition
obtained by the Group for its core technologies in the chemical fiber
field. The Group endeavors to solidify the foundation for differentiated
products through our advanced techniques, to research and develop
more sophisticated materials and to grasp opportunities in the market in
order to maintain our leadership in the industry.

1 6 Yongsheng Advanced Materials Company Limited Annual Report 2015

MRMEEDBENKRLL EFAHN0EBESHELY
22.8% ° N ALK )T &4 48 T A R B K R A 4 3T
HBERAR ([EBXKE])EERENEBEFANE
RBGEHBRERL KRB RGAEER ERBEREY
15,000M8 - R I E#BRATISNE £—FmE
MEHERCEMNBEATL K BEKEZT
MEMER  HSWBERBERGPN BB -5
Bi FSPHEEME —TIMEMS &M EMNSQHK
GPNEREDRIABEZERBTIZHN _T—RFR
—E-EFRRGRRTBEER] 2 — i
AR B DA M T B RN B 4 K B E A TR A A
([KEBACE ) WET M E R ERERBEFA
BRXEFPRA BHEE_ZT - FSEFEZIEH
FE-BHE_T-AFT_A=1+—8 KEEHH
BloEESR F_HBILEZIC KRR RAN
FMETETRERZ BN T RNFREELEK
EESKRE HEMNE-THBDERRWARE
Rt

RZE—RAFRAZ+HB AEEREARK10.0
BETRMEBKEEMKIS D THRA E2hH
BRAEESHME ARFINEZEELERREE
EMIEM EHRAEEEFEDIRTREEE-
ZEoTHREMBEEZRERRABRRAEMRES
B BREREREREESLR  FRETHM AR
REA BN [ REEEREEESSHETER
BEMEEZ(C) BEEESTRRE DHBHRE
HoER RASEECBBEZ LR ESH
BEafB AEEFEMNARMBEBEEZR/LE
MR ELRE - W B S A M B R TS o - 1A
RRIFEITERNELED -



DIFFERENTIATED POLYESTER FILAMENT
YARN DYEING AND PROCESSING

During the Review Period, the Group was committed to optimizing the
polyester filament yarn dyeing and processing business by launching
various types of new differentiated products and new services, which
leads to satisfactory growth of the business. Our dyeing and finishing
facility of Hangzhou Huvis Yongsheng Dyeing and Finishing Company
Limited (“Yongsheng Dyeing”) in Hangzhou was accredited as “National
High and New Technology Enterprises”.

For the year ended 31 December 2015, revenue of the segment had
increased to approximately RMB176.9 million, representing an increase
of approximately 20.7% over the corresponding period last year. Gross
profit of the segment increased by approximately 42.0% to approximately
RMB70.3 million over the corresponding period last year, and gross
profit margin increased by 6.0 percentage points to 39.8% over the
corresponding period last year. The improvement in the segment results
was mainly attributed to the continuous research and development of
new products by the Group. In 2015, Yongsheng Dyeing successfully
developed new air-trapped products and passed the examination of
“Differentiated Fibre Energy Saving and Environmental-friendly Dyeing
and Finishing Technology Provincial Grade Hi-Tech Enterprise Research
And Development Centre”. The products which were inspirational in the
market helped secure the leading position of the Group in the dyeing
and processing business of differentiated polyester filament fabric. The
unique technology reinforced the price advantage of the products and
successfully lifted up the market demand for the products of Yongsheng
Dyeing. At the same time, substantial improvement in profitability was
attributable to extra production capacity provided by the newly installed
machines in the facility of Yongsheng Dyeing. With the benefits of new
products and improved production capacity, the result of Yongsheng
Dyeing sustained a rapid growth.

REVENUE ANALYSIS: DYEING AND PROCESSING
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PRODUCTION OF NEW 3D PRINTING
MATERIALS

On 13 April 2015, the Group announced that it would form a joint venture
under the name of Yongsheng 3D Printing with Hangzhou Shining 3D
Tech Co., Ltd (‘Hangzhou Shining”, the shares of which are listed
on the National Equities Exchange and Quotations System ( 2 Bl /f
NEERDE R ZE L) in the PRC with stock code: 830978) (the
“Joint Venture”) with focuses on research, development, production
and marketing of new 3D printing materials business by targeting on
education and household utensils market at the beginning. The Joint
Venture has a registered capital of RMB10 million which was contributed
as to 60% and 40% by the Group and Hangzhou Shining, respectively.
The base is located at the Nantong Yongsheng plant in Jiangsu. The
new 3D printing materials have been sold to Hangzhou Shining since
the fourth quarter of 2015, with gross profit margin of over 30%.
Further, Yongsheng 3D Printing made breakthroughs in the exploration
and research of consumptive 3D printing materials and successfully
developed PLA printing materials and lines of products with noctilucent,
allochroic and carboform features. It is believed that 3D printing materials
with more environmentally-friendly and children-friendly features will
be developed in 2016 for the Group to enter into the huge 3D printing
market of education and household utensils. For details of the Joint
Venture, please refer to the announcement of the Company dated 13
April 2015.

PROSPECTS

We anticipate that the global economy will remain volatile in 2016, and
the economy of the PRC will face different challenges. However, it also
will bring opportunities to the high value-added textile industry. In the 13th
Five-Year-Plan, the textile industry was repositioned and the philosophy
of “superiority through internationalization, syncretism of technology and
fashion, emphasis on the development of garment industry on both the
consumptive and industrial sides” was proclaimed which envisaged the
accelerated transformation and advancement of the PRC textile industry
in 2016. The Group will develop the operation strategies in accordance
with the operation mindset of “seek breakthroughs by innovation and
maximizing scale by leveraging on the momentum”, capitalize on the core
technological advantages of the existing differentiated products and open
up the high value-added markets so as to look for breakthroughs in the
advanced materials sector and capture development opportunities in the
textile industry.

1 8 Yongsheng Advanced Materials Company Limited Annual Report 2015
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The Group insists on technical innovation, research and development of
new materials so as to keep providing customers with novel, unique and
high quality new products, and to maintain our leading status through
technical advancement in the integrated industrial chain of high polymer
advanced materials and differentiated fiber and their applications. The
Group will devote more capital and resources into product development,
strengthen the cooperation between production and research, and
cooperate and communicate with research institutes and key leading
enterprises in product research and market development. By intensifying
the research and devotion in High Polymer Research Institute and
Yongsheng 3D Printing, the Group s likely to make further breakthroughs
in the development of 3D printing materials and new polymer materials,
as well as in innovative research so as to upgrade the overall quantity,
quality and performance of innovative products. The Group endeavors
to solidify the foundation for differentiated products by our advanced
techniques, to research and develop more sophisticated materials and to
grasp opportunities in the market in order to maintain our leadership in the
market.

The Group has been increasing efforts in expanding and securing
domestic and foreign sales channels and seizing both its market share
and influence. In addition to the conscientious response towards the
demand from the domestic market and clients, and in light of the
immense demand for differentiated fibers from the knitwear market, the
Group strives to explore new applications so as to develop the knitwear
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market. The Group also made great efforts in expanding emerging
markets overseas, such as by sending dedicated team to India to carry
out research on specific topics such as production, processing and
development of the textile industry in India and its development potential.
We further started negotiations and created cooperation opportunities
with clients in Vietnam in preparing our expansion of the overseas
market in future. In 2016, the Group will continue to proactively pursue
opportunities to expand overseas, and strive to increase the international
market share of the differentiated fiber and make breakthroughs in the
overseas market.

Apart from focusing on products improvement and channels expansion,
the Group continues to promote stronger foundations. The new plant
of Yongsheng Chemical Fiber, which will focus on the production of
differentiated polyester filament yarn, had completed its second phase
of construction. Production lines will be installed and such new plant
will be put into operation in 2016. It is expected to increase the overall
production capacity of differentiated polyester filament yarn of Yongsheng
Chemical Fiber to approximately 18,000 tonnes.

In addition, the Group plans to incur capital expenditures of
approximately RMB120 million and RMB60 million on expansion of a
new production plant of differentiated polyester filament yarn in Nantong
Yongsheng as well as on expansion of the existing dyeing and processing
plant and purchase equipment in the next two years. The annual
production capacity of the plant located in Nantong is estimated to reach
approximately 20,000 tonnes, by producing differentiated composite
elastic fibers as its main products. It is expected that the production
expansion plan of Yongsheng Dyeing in Hangzhou will be approved in
the current year, which is estimated to lead to an increase in annualized
production capacity and revenue of 35.0 million meters and RMB150
million respectively. The new production lines will facilitate the expansion
of the production capacity and the outputs of differentiated polyester
filament yarn and the dyeing of differentiated fibers, enhance the market
share of products with higher profit margins and prepare the Group in its
business development, ultimately securing the Group’s leading position in
the textile industry.
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In 2016, in addition to pursuing organic growth, the Group will capitalize TE-RNEAEERBELME BRERKEAER

on the momentum by proposing to inject RMB20.0 million into an industry I BB MARK200BETEEXEEES B8
investment fund in order to cooperate with peer companies, which in HMITEPNER LR ETEESE HBTEER
turn promotes the development of our industry, and looking forward to THEBESRHEARS E—FTEAEERERE
possible merger and acquisition opportunities to expand our scale and @ - EREBNTKEEERBE SN IIERRS -

industrial chain. The management team will continue to adhere to its BEHRTRICEEREX RUERARE  2HIES
pragmatic approach and high efficiencies to implement flat management NERESEEZERE S BEEAREER  FEARETR
structure so as to maximize the cost effectiveness, and strengthen mam Ak e

our corporate capability of risk control in order to achieve sustainable
development and maximize Shareholders’ returns.
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REVENUE AND GROSS PROFIT

The following table sets forth a breakdown of the Group’s revenue and
gross profit for continuing operations by our business segment for the
year ended 31 December 2015:

Wz R SR

TERIARERE-F-AF+-A=+—AL
EREARESH BB S R EE R BN RE
GIEEEE

Year ended 31 December

BE+-A=+—-HLEE

2015 2014
—E-IF % of sales —E-mF % of sales
RMB’000 hEHER RMB'000 hIHEH
Revenue for continuing operations REKEERN KSR ARET T HES L ARBTT BB
1) Production 1) EE 310,024 63.1% 317,602 65.3%
— Polyester filament yarn (PFY) — e (DaRHA]) 309,936 63.1% 317,602 65.3%
- 3D printing materials — ZHEITEDM B 88 = = =
2) Dyeing and processing e RMT 176,863 36.0% 146,479 30.1%
3) Trading of PFY ) Wa R HE S 4,278 0.9% 22,980 4.6%
491,165 100.0% 486,361 100.0%

Revenue from continuing operations of the Group in 2015 was
approximately RMB491.2 million, representing an increase of
approximately 1.0% as compared with the previous year. It was mainly
contributed by the increase in revenue of approximately RMB30.4
million in dyeing and processing business, which was partially offset by
the decrease in revenue in the trading of PFY business and production
business by approximately RMB18.0 million and approximately RMB7.6
million, respectively. Details of the fluctuations of revenue in each
business segment were discussed separately in the section below.

REBR-_ZE-—HAFNRBELCEEBRENAARE
491,200,0007T - BREAFIENNHIN1.0% - Wi = 2
A 2 8 1 h T3 75 A9 IR 25 18 00 49 A R 630,400,000
TS EZIRGRG4BIEBCREEEDW
W2k 7 BlR 4 #9 A R #18,000,0007T & 49 A R #&
7,600,000 T HHB A E - FEBH R EE

FERTE DR e

Year ended 31 December

BE+t-A=+—HLEE

2015 2014
—E-HF GP Margin  —Z— 4 GP Margin
RMB’000 ERE RMB'000 EAE
Gross profit for continuing operations BELSEEBNERN ARET R % AREBFT %
1) Production 1) & 70,768 22.8% 69,687 21.9%
—PFY —WRim R 4R 70,740 22.8% 69,687 21.9%
— 3D printing materials — =T MR 28 31.8% = =
2) Dyeing and processing 2 FE &I 70,341 39.8% 49,539 33.8%
3) Trading of PFY 3) iR E 5 314 7.3% 1,827 8.2%
141,423 28.8% 121,053 24.9%
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Gross profit from continuing operations of the Group in 2015 was AEER T —AFHNFELEEBENOAARE
approximately RMB141.4 million, representing an increase of 141,400,0007T * B 2 F 38 M1 £)16.8% ° F FI3E 10 =
approximately 16.8% as compared with the previous year. The increase ZRARMOLERMITEEUAREEEBNEND
was mainly attributable to the increase in gross profit of approximately A3 n#) A R #20,800,0007T & 49 A R #1,100,000
RMB20.8 million and approximately RMB1.1 million in our dyeing and TS EXIBRGRABIEBNEINRDSLOA
processing business and production business, respectively, which was R #1,500,0007c K H B D 2 - B EB D FHEF
partially offset by the decrease in gross profit of approximately RMB1.5 FEFBEN TE DR

million in our PFY trading business. Details of the fluctuations of gross

profit in each business segment were discussed separately in the section

below.

1) Production 1) &£E
a)  PFY production a) WmRFLE

Year ended 31 December

BET-AZ=t-BLEFE

2015 2014

“E-HE % of sales —E—-EF % of sales

RMB’000 HHER RMB'000 hIEERE

Revenue Iy & ARETR WE DL AREF T MEDH
Differentiated =7t 263,862 85.1% 266,850 84.0%
Regular o5i) 46,074 14.9% 50,752 16.0%
309,936 100.0% 317,602 100.0%

Year ended 31 December

BE+-A=1+—-HLEE

2015 2014
—E-EfF i
RMB’000 GP Margin RMB’000 GP Margin
Gross Profit Z7 ARBTR EF=x ARETF T ESVIES
Differentiated Zhlt 63,077 23.9% 62,905 23.6%
Regular B 7,663 16.6% 6,782 13.4%
70,740 22.8% 69,687 21.9%
Revenue and gross profit of PFY production business for the Thim kG EEFEBEROEF RN M &
Review Period were approximately RMB309.9 million and EF 5 B4 & AR 309,900,0007T K& 4
approximately RMB70.7 million, respectively, representing AR #70,700,0007T ' & & F 5 B T &
a decrease of approximately 2.4% and increase of #92.4% K% EFH1.5% EEZHFER T
approximately 1.5% respectively as compared with the A=

previous year, and were mainly attributable to the following:
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The decrease in PFY sales by approximately RMB7.7
million was mainly attributable to the decrease in sales
of regular products and differentiated products of
approximately RMB4.7 million and approximately RMB3.0
million respectively. In line with our strategy to focus on
differentiated products with higher gross profit margin,
the percentage of the revenue derived from sales of
differentiated PFY increased from approximately 84.0% in
2014 to approximately 85.1% for the Review Period. As a
result, our gross profit margin increased from approximately
21.9% in 2014 to approximately 22.8% for the Review
Period.

i) The average selling price in differentiated PFY
decreased from RMB17,600/tonne to RMB15,600/
tonne as we lowered the price of differentiated
products in order to secure more market share in
view of the weakening commodities market. Sales
volume in differentiated PFY increased by 11.0% from
15,195 tonnes to 16,864 tonnes. Due to the increase
in demand for premium grade PFYs for production,
especially for SPH, SQH and REN, and the effect
of the decrease in selling price is stronger than the
increase in sales volume, our revenue for differentiated
PFY, as a result, decreased slightly in 2015. We also
promoted new products, such as CEH, D400 and
GPN during the Review Period. Since a significant
portion of cost of sales represented raw materials
costs for PET/Nylon chips and PQY, the general
decrease in raw materials price benefit our production.
The Group maintained a stable gross profit margin
for differentiated PFY of approximately 23.9% for the
Review Period as compared to approximately 23.6%
in 2014 in the differentiated PFY.
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b)

Sales volume in regular PFY increased by
approximately 3.8% from 4,738 tonnes to 4,917
tonnes. In line with our strategy to focus on
differentiated products, we keep our sales of regular
products at a relatively low level during the Review
Period. We produced and sold regular products
mainly for the purpose of utilizing our production
facilities to keep the plant and machineries at the
best working status and to share manufacturing fixed
costs such as depreciation of plant and equipment.
We maintained a relatively high gross profit margin
for regular PFY of approximately 16.6% as compared
to approximately 13.4% in 2014 in the regular PFY
mainly because we ceased production and sales of
certain types of regular PFY which had low gross profit
margin.

Financial Review
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BRGGRANIEEMRL,738AM
FH#)3.8% % 4,917 3 M o £ 3 1
EXREMELERAIRE -8 &
MREBFEAEERERNIEEE
HIRHRNBREKFE - BRMEERBEE
EREMNEZENE2ZHEM
B A E R - AR R R B8 B 7
BRETEARAE - IF 5 8 4 B E E AKX
K(HIMBEREEOINE) - &
MEE R Ge RAGEFRH16.6%H
BEEMNE M —0FRINAE
13.4% FEREZHRMELEE
RHEEMERRERNE TEHEER
Teim R A FTER o

3D printing materials production b) ZH#HITAMBLEE
2015 2014
—E-HF —T—OF
RMB’000 RMB’000
AR¥T R AREFTT
Revenue Wz 88 -
Gross profit EA 28 -
Gross profit margin ESES 31.8% =

During the 4th quarter of 2015, we commence production

and sales of 3D printing materials sample to our joint
venture partner Shining 3D Tech Co. Limited with a sales

volume of approximately 1 tonne and gross profit margin of

approximately 31.8%.

REZZ—RAFENE BMHABREE
EZHENMNEBR=ZAREROERA
B E R E 1 ANER = 43T ENAT RS
A EFEHLE31.8% o
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2) Dyeing and processing

2) FERMNT

Year ended 31 December

BHE+-A=1+-HLEE

2015 2014
“E-5F % of sales —E—F % of sales
RMB’000 HHES RMB’000 HHES
Revenue & AR¥T R ER AREFT SERd
Processing activity MNIES 132,479 74.9% 100,420 68.6%
Direct sales HEHE 44,384 25.1% 46,059 31.4%
176,863 100.0% 146,479 100.0%
Year ended 31 December
BZ+-BA=t+-BLEE
2015 2014
“E-5F —E-F
RMB’000 GP Margin RMB'000 GP Margin
Gross Profit ER ARET T ERE AREFT EFx
Processing activity MIEE 65,140 49.2% 41,452 41.3%
Direct sales HEHE 5,201 11.7% 8,087 17.6%
70,341 39.8% 49,539 33.8%

Revenue and gross profit of dyeing and processing business in
2015 were approximately RMB176.9 million and approximately
RMB70.3 million, respectively for the Review Period, representing
an increase of approximately 20.7% and approximately 42.0%,
respectively as compared with the previous year. Such changes
were mainly attributable to the following:

i) Processing volume in dyeing and processing activity
increased from 36,825,000 meters to 38,007,000 meters
due to the increase in processing orders during the Review
Period. The average processing income increased from
RMB2.7/meter in 2014 to RMB3.5/meter in 2015. We
achieved a gross profit margin of approximately 49.2%
as compared to approximately 41.3% in 2014 in the
processing activity because of the economies of scale
in operation of the plant and the decrease in costs of
production as part of the energy savings and water recycle
initiatives.
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ii) Sales volume in direct sale increased approximately by
6.7% from 4,138,000 meters to 4,415,000 meters as we
have new customers in 2015. The average selling price
for direct sale remained stable at RMB10.1/meter in 2015
as compared to RMB11.1/meter in 2014. We achieved a
gross profit margin of approximately 11.7% as compared to
approximately 17.6% in 2014 for direct sales mainly due to
the decrease in unit cost of fabric.

3) Trading of PFY

Financial Review
B 7% [ B8

iy BERAEMAR-_Z=E—AFESHNEE:
WEEHER S HA4,138,000K EFA 4
6.7%%4,415,000K - EEHENFHE
BERZTE—RAFHFRHARKE101T
SARBEBAKE - M —HFEHEA
REMARL,/ K- RAMNEZEHEEHE
EMEBHT7% M-S —MELH A
17.6% J9E= Z R E R B A7 pK AR P&
FTEL

3) MKmR#ES

2015 2014

—E-HF —ET—mF

RMB’000 RMB’000

AR¥T T ARBFT

Revenue e 4,278 22,280
Gross profit EA 314 1,827
Gross profit margin EF R 7.3% 8.2%

Revenue and gross profit of PFY trading business in 2015 were
approximately RMB4.3 million and RMBO0.3 million, respectively
and were mainly due to the decrease in sales volume in PFY from
approximately 1,846 tonnes to 407 tonnes and the decrease in
average selling price from approximately RMB12,100/tonne to
RMB10,500/tonne. We observed fewer trading opportunities of
PFY in the market during 2015 as compared to 2014 due to the
decrease in trade opportunity of the PFY which was caused by
the general decrease in oil price. We maintained a stable gross
profit margin of approximately 7.3% in 2015 as compared to
approximately 8.2% in 2014 in the trading of PFY.

Other income and gains, net

Net other income and gains increased by approximately RMB1.0 million
from approximately RMB6.9 million (adjusted) for the year ended 31
December 2014 to approximately RMB7.9 million for the year ended 31
December 2015, primarily due to an increase in subsidy income received
from local tax bureau and Bureau of Finance in the PRC.

HREHEFIEBEN T RAFNREREF
D RI#) A AR EE4,300,0007T K& A R #300,000
T FERR KR RAHDES HA1,846 R0
DEATAME - BETFHEBBRHARK12,100
7T/ AWE TR A R#10,5007T, 2 W B 2
BMR T —hFEmE LESHKRREAE
SHEL T —MNERD 1T AR KR K 4%
ME S eERNEREE T®RME -
BIR T —AFNKaRAZEIHIBRTEE
MR L7.3% T —F —PUEH| 4 A8.2% o

HMW AR K38

HW AKX FEREE—_T-—NE+-_A=+—
B IEEE 0 G A R #6,900,0007T (4385 ) #5049
AR#¥1,000,000tEBE-_ZT—AF+_A=1+—
BIEFEERNHARE7,900,000T TZHRBEM A
70 765 14 B8 K% AP B0 B BB M 1S A0 47 B MR A S TR ©
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Selling and distribution expenses

HER 7 HFH X

Year ended 31 December

BE+T-A=+—HLEE

2015 2014

—Z—-EHF —E-NF

RMB’000 RMB’000

AR®T R ARETT

Selling and distribution expenses total HERDHRAS B 8,544 10,210

Selling and distribution expenses decreased by approximately RMB1.7
million, or approximately 16.3% from approximately RMB10.2 million
(adjusted) for the year ended 31 December 2014 to approximately
RMB8.5 million for the year ended 31 December 2015, primarily
attributable to the decrease in staff costs in relation to marketing
personnel.

Administrative expenses

HERDHEAYHBE_T—Nq4F+-_A=+—H
IFEEH ARE10,200,0007 (L&) B DA
R ¥1,700,000 3 £16.3% EZHE-—T—HF+=
A=Z+—HIFENHARYS,500,0007t EE M
REBMBEEABHE TR TR

TBFX

Year ended 31 December

BE+t-A=+t—-HLEE

2015 2014

—E-HF —ET—mF

RMB’000 RMB’000

ARET ARBTF T

Administrative expenses total THAZ R 57,435 41,763

Administrative expenses increased by approximately RMB15.7 million,
or approximately 37.5% from approximately RMB41.8 million (adjusted)
for the year ended 31 December 2014 to approximately RMB57.4 million
for the year ended 31 December 2015 primarily due to the increase in
staff costs due to share-based payment expenses and the reward of
employees as a result of the improvement in profitability of the Group for
the Review Period.

Finance costs

Finance costs decreased by approximately RMB2.0 million from
approximately RMB3.0 million (adjusted) for the year ended 31
December 2014 to approximately RMB1.0 million for the year ended 31
December 2015, primarily due to the decrease in interest expenses on
bank loans by approximately RMB2.0 million as the bank loans were fully
repaid in 2015.
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Profit before tax

Profit before tax from continuing operations increased by approximately
RMB9.5 million or approximately 12.9% from approximately RMB72.9
million (adjusted) for the year ended 31 December 2014 to approximately
RMB82.4 million for the year ended 31 December 2015, which was
mainly due to (1) an increase in gross profit by approximately RMB20.4
million; (2) an increase in net other income and gains of approximately
RMB1.0 million; (3) a decrease in finance costs by approximately
RMB2.0 million; (4) a decrease in selling and distribution expenses by
approximately RMB1.7 million; and (5) an increase in administrative
expenses of approximately RMB15.7 million.

Income tax expense

Income tax expense increased by approximately 36.8% from 2014
to 2015, which was higher than the increase in profit before tax of
approximately 20.3% due to the non-deductable impact of the share-
based payments. The increase was partially offset by the effect of the
decrease in the corporate income tax rate of Nantong Yongsheng from
25% for the year ended 31 December 2014 to 15% for the year ended
31 December 2015 as it obtained the certificate of qualification as High
and New Technology Enterprises in 2015.

Profit/(loss) for the year from a discontinued operation

Financial Review
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B i 512 7

BEKEEBENRBMN RN BEE T —NF
TZA=T—HLEFEMNHARET2,900,0007T
(AL INH AR 500,0007T 8k 4912.9%
ERE_Z-—AFt+ A=+t BLEENY
AR #82,400,0007T * £ ZHK)EFEG LA
R #20,400,0007T ; (2)H fib dg A K Uy 55 % RE 12
In#4 A R #1,000,0007T : (3)E & B AR 4 A
X #2,000,0007T : (4)84 & ko R4 A
R #1,700,00070: RB)ITEHAZEMHARE
15,700,0007T FT B °

Frigdifx

R-TE-—NMEE-_ZT—-FHF FEHREAE NG
36.8% ' = 7 BR Bt Al & ) A9 35 18 4920.3% + Th B3 A R
HEBITENTANREEMBR - EEHAIENT
BB KBRNCENMSHEARE_S—AFER
BHENCEEREEMHEE T —NF+=A
T+ —HIEFERN% TREBEE-_T—AF+=
A=+ BLEFEMN15%TEMBEHELIFE-

FRARERILEEXBHEF - (FE)

2015 2014

—ZE-ffF —T—MF

RMB’000 RMB’000

ARMT T AR F T

Revenue W #5 291,628 892,648

Gross profit EA 5,551 20,867

Gross profit margin SRS 1.9% 2.3%
Loss for the year (before gain on disposal of FAEE CRETEERB AR

subsidiaries) B U2 ) (4,624) (2,315)

Profit/(loss) for the year from a discontinued RIMSEEBREET
operation (E1E) 363 (2,315)

Note: Discontinued operation represented trading business of textile-related
products.

Wit RIEREE B BERERNE SRR -
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As compared with 2014, revenue for discontinued operations derived
from our trading of textile-related business (“Trading Business”) for
2015 decreased from approximately RMB892.6 million to approximately
RMB291.6 million due to the challenging business environment of the
Trading Business and the absence of trading from August to December
2015 due to the Disposals. We reduced the trading of cotton textile
materials, especially for cotton in 2015 as the price of cotton remained
relatively low during the Review Period as compared with 2014.

As compared with 2014, gross profit for discontinued operation for
the Review Period decreased from approximately RMB20.9 million to
approximately RMB5.6 million as we had low gross profit margin for
cotton textile materials and chemical raw materials due to the lack of
trading opportunities in these commodities and the absence of trading
from August to December 2015 due to the Disposals.

As compared with 2014, loss for the Review Period from a discontinued
operation (before gain on disposal of subsidiaries) increased by
approximately RMB2.3 million from approximately RMB2.3 million to
approximately RMB4.6 million as a result of the decrease in gross profit
as explained above. However, the above loss was offset by the gain on
disposal of subsidiaries of approximately RMB5.0 million, the net effect of
which was a profit of RMBO0.4 million.

Profit for the year

Our profit during the Review Period increased by approximately RMB7.2
million, or approximately 12.5% from approximately RMB57.0 million
for 2014 to approximately RMB64.2 million for the Review Period.
Our net profit margin from continuing operations increased from
approximately 12.2% for 2014 to approximately 13.0% for 2015, mainly
due to the increase in gross profit margin from continuing operations
from approximately 24.9% to approximately 28.8% as a result of the
improvement of gross profit margin of production activities, which was
partially offset by the increase in administrative expenses.

30 Yongsheng Advanced Materials Company Limited Annual Report 2015

BT —FERAL CE-RAFREMBERED
MESEK ([BEREK]) RIEQEXBR SR
A R #892,600,0007T 7 4 % #) A R #291,600,000
T TERESEBNESREERE _T—RF
NAE+ - ABRHLEETEMBRETESEBHM
Bo-BMARZS—RFERLBHRE (LEERIE)
B IDHROBEFAREERE _T—MFHL
B MR K K T ER -

BT FRAL BEFARKREEEEEHEF
R 4 A R#20,900,0007T T 2 £ 49 A R #5,600,000
T EAZEEMRZE SRS  UBEKRMNRSR
BEEIRHMSEGRENEMNE UL —1F
NAZT - ABEREESEMBEETE HEBA
g(o

Mo —PIFEMEL BEFAREEEEBNES
(RFFTHEMB AR BHUKER) B4 AR 2,300,000
JCIE N #) A R #2,300,0007T & #) A R #4,600,000
JC TR E XA EFR AT AT LAt ES B
2B EHE AR ML A RS5,000,0007T AT
8 BUE R 8RB R R A R #400,0007T °

F s

BN BEFROEFE T —HFONNARKE
57,000,0007C3 N4y A R #7,200,0007T 3 £112.5%
ZEEEAFENNLAREEG4,200,0007T © F I E K&
EBSNEFNER T —NENHNI22% EAE-F
—hFERIH18.0% FEHREEEGHHNENENZE
SRBEEEBHENEHEL24.9% EFE4)28.8%
s B TERASGIMEEL & -



Property, plant and equipment

Property, plant and equipment as at 31 December 2015 increased by
approximately RMB8.8 million, or approximately 6.5% as compared to
31 December 2014, mainly attributable to additions of property, plant
and equipment of approximately RMB27.3 million which are mainly
construction-in-progress and plant and machinery for production.
The increase was partially offset by depreciation and disposal of
approximately RMB12.7 million and approximately RMB5.4 million,
respectively.

Inventories
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Year ended 31 December

BE+-A=+—HLEFE

2015 2014

—B-AH& —T

RMB’000 RMB’000

AR¥TF T ARBETT

Finished goods RIBK &h 26,605 72,765
Raw materials R 14,107 15,509
Work in progress TR M 1,123 2,178
41,835 90,452
Less: provision W B (1,776) (2,623)
40,059 87,829

Inventory turnover days (Note) GFERSEAE (M) 29 daysH 27 daysH

Note: Inventory turnover days equal to the average of beginning and ending
inventory balances of the year divided by revenue of the year and
multiplied by the total number of days for the respective year. (2015:
Opening inventories balances of Trading Business amounting to
RMB50.5 million was excluded as a result of the Disposals.)

Inventories as at 31 December 2015 decreased by approximately
RMB47.8 million, or approximately 54.4% as compared to 31 December
2014, mainly due to the decrease in trading inventories by approximately
RMB50.5 million as a result of the Disposals.

Inventory turnover days increased from 27 days in 2014 to 29 days for
2015 as a result of the increase in finished goods for production business
over increase in revenue growth.

M FEASABHESERENRFEFRATEELEHNTY
BHRUFAKSERAEBEEENEAES- (=%
—HF - HRAHEEEMAEFABRSEBLNEY]
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Trade and bills receivables

BEZRURIREREREE

Year ended 31 December

BE+-—A=+—BLEE

2015 2014
—ZE-8F —T—MmF
RMB’000 RMB’000
ARET ARBFT
Trade receivables B 5 E i TE 16,106 95,757
Bills receivable W EIE 76,598 38,165
92,704 133,922
Less: Provision for impairment R E R (1,198) (4,941)
Trade and bills receivables — net B EN IR EWEE —H5E 91,506 128,981
Debtors’ turnover days (Note) FEUERF RS A & (57E) 48 daysH 24 daysH

Note: Debtors’ turnover days equal to the average of the beginning and
ending trade receivable balances of the year divided by revenue and
multiplied by the total number of days for the respective year. (2015:
Opening trade and bills receivable balances of Trading Business
amounting to approximately RMB91.8 million was excluded as a result
of the Disposals.)

Trade and bills receivable as at 31 December 2015 decreased by
approximately RMB37.5 million, or approximately 29.1% as compared
to 31 December 2014, mainly attributable to the decrease in trading
accounts and bills receivables by approximately RMB91.8 million as a
result of the Disposals. The decrease was partially offset by the increase
in bills receivable of approximately RMB55.3 million.

Debtors’ turnover days increased from 24 days in 2014 to 48 days in
2015, mainly due to the increase in bills receivables of approximately
RMB 55.3 million, or approximately 259.4% for the year ended 31
December 2015.
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Trade and bills payables

Financial Review
B 7% [ B
ESENRERENSERE

Year ended 31 December

BE+-—A=1+—BLEE

2015 2014

—ZE-8F —T—MmF

RMB’000 RMB’000

ARET ARBEFT

Trade and bills payables Z 5 ENRIERENEE 67,092 111,525
Creditors’ turnover days (Note) FERERFBE A S (M) 46 daysH 35 daysH

Note: Creditors’ turnover days equal to the average of the beginning and
ending trade and bills payables balances of the year divided by cost
of sales and multiplied by the actual number of days in respective
year. (2015: Opening trade and bills payables balances of Trading
Business amounting to RMB91.0 million was excluded as a result of
the Disposals.)

Trade payable as at 31 December 2015 decreased by approximately
RMB44.4 million, or approximately 39.8% as compared to 31 December
2014, mainly attributable to the decrease in trade and bills payables
by approximately RMB91.0 million as a result of the Disposals. The
decrease was partially offset by the increase in trade and bills payables of
approximately RMB46.6 million.

Creditors’ turnover days increased from 35 days in 2014 to 46 days
in 2015, mainly due to the increase in trade and bills payables of
approximately RMB46.6 million. The increase was partially offset by a
decline in total cost of sales for the year ended 31 December 2015 by
approximately 4.3%.
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Cash flow

The following table sets forth a summary of our consolidated cash flow

statements for the year:

ReRE

TREIFAGHAESRERME:

2015 2014
—Z—EHF —ZT
RMB’000 RMB’000
AR¥F T AREFT
Net cash (used in)/generated from KEER (FTA) SR e F8E
operating activities (1,874) 101,497
Net cash generated from investing activities REEZEMBHESFRE 3,398 90,873
Net cash generated from/(used in) MEFHHME (TR REFH
financing activities 8,977 (229,697)
Net increase/(decrease) in cash and RBeEMREEEWEMN CRD)
cash equivalents R 10,501 (37,327)

Cash and cash equivalents at beginning

FURERREFED

of the year 128,695 166,559
Effect of foreign exchange rate changes on ReRRSFEYINEER
cash and cash equivalents g e 291 (537)

Cash and cash equivalents at end of the year FRAESMRESEEY 139,487 128,695

Cash flow from operating activities RETHNHEERE
AEBMNLEFBMAEFEAARY1,900,000
ToEZHR)BRBANE M A K ®82,400,000
TRE:ERINC)EEESBREEY FRERD
A R #81,000,0007t  RR)RERM K FEARKE
13,700,0007T AT 5 84 °

REZBNRERE

Our net cash used in operating activities amounted to RMB1.9 million,
which was primarily attributable to (1) profit before taxation of RMB82.4
million; offset by (2) decreased in net changes in working capital items of
RMB81.0 million, and (3) net tax payments of RMB13.7 million.

Cash flow from investing activities

AEERZZE—RAFEREAFHEENREAAR
#£3,400,0007T T ZHRHEWB A RIEMARYE
35,800,000 T FT 8L - M EBE B W3 - R /E M ak 1 A
Ko E b 42 2 & EE A R #531,000,0007T T K 84 e

We generated cash from investing activities of RMB3.4 million in 2015,
which was mainly due to the increased in disposal of subsidiaries
of RMB35.8 million, offset by the purchases of property, plant and
equipment and other intangible assets of RMB31.0 million.
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Cash flow from financing activities

Net cash generated from financing activities in 2015 amounted to
RMB9.0 million, which mainly consisted of (1) new bank loans from
discontinued operation of RMB35.0 million; offset by (2) dividend paid
to shareholders and non-controlling interests of RMB19.2 million and
RMB3.6 million respectively; and (3) repayment of bank loan of RMB2.0
million.

Capital Structure

The Company’s issued share capital as at 31 December 2015 is
HK$4,000,000 divided into 400,000,000 shares of HK$0.01 each.

The Group adopts a prudent treasury policy, and its debt to equity
ratio (calculated by dividing the total interest-bearing bank loans by
total equity) as at 31 December 2015 was 0% (31 December 2014
approximately 0.5%). The current ratio (calculated as current assets
divided by current liabilities) as at 31 December 2015 was approximately
3.28 times (31 December 2014: approximately 2.22 times).

Liquidity, financial resources, and use of the IPO
proceeds

As at 31 December 2015, the total amount of the borrowings by the
Group was nil (31 December 2014: RMB2.0 million). The Group settled
borrowings in the amount of approximately RMB2.0 million for the year
ended 31 December 2015. The Group’s cash and bank balances,
including pledged deposits, amounted to approximately RMB144.6
million (31 December 2014: approximately RMB141.6 million). The
Group has received net proceeds of approximately HK$81.5 million
(approximately RMB63.7 million) from issuance of ordinary shares
under the share offer on 27 November 2013. The Group has utilised
approximately RMB54.2 million of the net proceeds as at 31 December
2015 and intends to apply the remaining net proceeds in the manner
consistent with that disclosed in the announcement of the Company
dated 8 July 2015 in relation to the change of use in proceeds.

Pledge of Group’s assets

Save as disclosed in the balance of pledged deposits set out in the
consolidated statement of financial position on page 88 of this annual
report, the Company has not pledged other assets as at 31 December
2015. As at 31 December 2014, a bank loan was secured by pledge of
buildings with net book value of approximately RMB35.1 million and land
use rights with net book value of approximately RMB12.3 million.
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Capital commitments

The Group had the following capital commitments as at December 2015:

BARENE

AEBR_ZE-—HAF+_A=+T—BETINELRE
¥z

2015 2014
—E-HE —E—OF
RMB’000 RMB’000
ARETT AR T T
Contracted, but not provided for: EEENEESZL-E
Property, plant and equipment Y B MR 3,860 1,678

Operating lease commitments

The Group’s future aggregate minimum lease payments to be paid under
non-cancellable operating leases were as follows:

REHERE

AEBENAEHEEHER TR RKERE MR
BENDHEWT

2015 2014

—E-RF —E—OF

RMB’000 RMB’000

ARMT T ARMEFT

Within one year —F A 411 848
In the second to fifth years, inclusive F_EERF (REEERE) 19 504
430 1,352

Contingent liabilities

As at 31 December 2015, the Group has no material contingent liabilities.

Material acquisition and disposals

Save as the Disposals, details of which are set out in the announcement
of the Company dated 5 May 2015 and the circular of the Company
dated 8 July 2015, the Group did not have any material acquisition
or disposal of subsidiaries or associates during the year ended 31
December 2015.
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EXPOSURE TO FLUCTUATIONS IN
EXCHANGE RATES AND RELATED HEDGE

Most transactions of the Group are settled in RMB since the operations
of the Group are mainly carried out in the PRC, and the major subsidiaries
of the Group are operating in the PRC and the functional currency of the
major subsidiaries is RMB. The reporting currency of the Group is RMB.
The Group carried on trading of textile products from overseas and most
of the transactions were settled in United States Dollars. The Group’s
cash and bank deposits are predominantly in RMB. The Company
will pay dividends in Hong Kong Dollars if dividends are declared. The
Directors are of the view that RMB is relatively stable against the other
currencies and the Group will closely monitor the fluctuations in exchange
rates, and that hedging by means of derivative instruments is therefore
not necessary. RMB is currently not a freely convertible currency. A
portion of the Group’s RMB revenue or profit may be converted into other
currencies to meet foreign currency obligations of the Group such as the
payment of dividends, if declared.

EMPLOYEE BENEFITS AND REMUNERATION
POLICIES

As at 31 December 2015, the Group had a total of 572 employees (31
December 2014: 551 employees). The employees of the Group were
remunerated based on their experience, qualifications, the Group’s
performance and the prevailing market conditions.
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During the Review Period, staff costs (including Directors’ remunerations)
amounted to approximately RMB61.0 million (31 December 2014:
approximately RMB49.2 million (adjusted)). Moreover, the share option
scheme of the Company (the “Scheme”) was adopted on 7 November
2013 to retain staff members who have made contributions to the
success of the Group. During the year ended 31 December 2015,
15,000,000 share options and 16,300,000 share options were granted
on 6 January 2015 and 30 December 2015, respectively, under the
Scheme (collectively, the “Grants”). Details of the Grants are as follows:

REBFRN BINA(REEEHS)NAARKE
61,000,000t (ZZE—WF+A=+—H: HAR
#49,200,0007T (EHHE) ) o fboh ARFERZE
—=F+— A RRMBRETS ([Ze8]) - A
BB ARNEENKINMELERMBEI -BE-F—H
F+_A=Z+—HALFE BES2R_TE—AF—
ARNBEZZE—RAF+-_A=1+HREZFEEREH
15,000,00017 B8 A% #& % 16,300,00017 38 A% #E (#18
[TH]) BHEBOFBET:

Number of Exercise
share options price
Date of grant granted Exercisable period per share
il =1
BREAH BREERE &8 ke
6 January 2015 15,000,000 Upon satisfaction of the Performance Conditions A (as defined in the announcement of the HK$1.48
(Note 1) Company dated 6 January 2015), 50% of the share options granted will be vested and
exercisable from 2 April 2016 to 5 January 2025 and the remaining 50% of the share options
granted will be vested and exercisable from 1 April 2017 to 5 January 2025.
—hE-ARA 15,000,000 ’%WM#A(E%EZL‘ AHMAZE-RF-RNBMRG)ENE  50%HHREN 14887
(Hi1) SN FMAZAE-Z-RF-ARAABRBUA T1T6 - 83 To0%H B R E KR
—tiﬂﬂ HEZZ-RE—-ARAGBYA FI-
30 December 2015 16,300,000 Upon satisfaction of the Performance Conditions B (as defined in the announcement of the HK$1.52
(Note 2) Company dated 30 December 2015), 50% of the share options granted will be vested and
exercisable from 2 April 2017 to 30 December 2025 and the remaining 50% of the share
options granted will be vested and exercisable from 1 April 2018 to 30 December 2025.
—Z-E1F 16,300,000 ~ HRAKHB(FERALARBAZZ-RETZA=ZTRNLME)ER%E  50%HER 15287
+ZA=+A (Hiz) BER-_Z—+ENAZRE_Z-RE+-A=THBRUA T176 82 T50%H 5
REKR-Z-\ENA-AZ-E- G+ A=TABBLI FI{E-
Note: Bt 5

(1) Regarding the Company’s share options granted on 6 January 2015,
2,300,000 share options out of 15,000,000 share options granted has
lapsed because the employees resigned before the vesting period.
As such, the total outstanding number of share options granted on 6
January 2015 is 12,700,000.

) Out of 16,300,000 share options granted, the grant of 3,500,000 share
options to Mr. Zhao Jidong, the grant of 2,200,000 share options to
Mr. Ma Qinghai and the grant of 2,200,000 share options to Mr. Shi
Hongxing were approved, confirmed and ratified by the Shareholders
in the extraordinary general meeting held by the Company on 3 March
2016. For further information, please refer to the announcements of the
Company dated 5 January 2016 and 3 March 2016, and the circular of
the Company dated 16 February 2016.

As required by the PRC regulations on social insurance, the Group
participates in the social insurance schemes operated by the relevant
local government authorities which include retirement pension, medical
insurance, unemployment insurance, industrial injuries insurance and
maternity insurance.
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ARRANGEMENTS TO PURCHASE SHARES
OR DEBENTURES

Save for the Scheme, at no time during the Review Period was the
Company, its subsidiaries or its ultimate holding company or any
subsidiary of that ultimate holding company a party 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.

SIGNIFICANT INVESTMENTS HELD

On 12 August 2015, Yongsheng Dyeing (an indirectly wholly-owned
subsidiary of the Company) (as asset entrustor) has entered into an
asset management agreement (“Asset Management Agreement I)
with Shanghai International Trust Co., Limited ( H /BB EH AR A
7]) (“Shanghai International”) (as asset manager), pursuant to which
Yongsheng Dyeing agreed to participate in the asset management plan
operated by Shanghai International and to deposit an investment amount
of RMB30,000,000 to the designated account maintained by Shanghai
International with China Construction Bank Corporation Limited,
Shanghai 4th Branch (R BIZFZBITRHER AR LEEHEZIT) .

On the same day, Yongsheng Dyeing (as asset entrustor) has entered into
an asset management agreement (‘Asset Management Agreement
II") with LJZ Wealth Management (Shanghai) Co., Limited ( B R ¥ 81
BEEE (FB)ARAF) (‘LJZ Wealth Management”) (as asset
manager) and Ping An Bank Co., Limited, Shanghai Branch ( - %2 88 17
B BR AT £E577) (‘Ping An Bank Shanghai Branch”) (as asset
custodian), pursuant to which Yongsheng Dyeing agreed to participate in
the asset management plan operated by LJZ Wealth Management and
to deposit an investment amount of RMB50,000,000 to the designated
account with Ping An Bank Shanghai Branch.

The returns earned by the Group under the Asset Management | and
the Asset Management Il during the Review Period were approximately
RMB448,000 and RMB1,046,000, respectively.

For further details, please refer to the announcement of the Company
dated 12 August 2015.

Save as disclosed above, there were no significant investments held by
the Company as at 31 December 2015.

DIVIDEND

Based on the Group’s operating performance in 2015 and taking
into consideration of its long-term future development, the Board
recommends payment of a final dividend of HK$0.03 per share for
the financial year ended 31 December 2015. Together with the interim
dividend paid of HK$0.02 per share for the six months ended 30 June
2015, the total dividend per share for the financial year ended 31
December 2015 is HK$0.05 per share, representing a dividend payout
ratio of 29.5% (2014: 26.4%). The Board believes that the Group’s sound
financial condition will enable the Group to provide sufficient support to its
future development, while providing Shareholders with a favorable return.

Financial Review
B 7% [ B

BEROIEEINZH

BRazatgloh REBEFEAR - ARF - HNBARSHE
R AR R ZHEERA RN ERMERQEH
BE2EEATH BTEFRMGE AR R HEME
fEABRERDRERZEMESHER -

FEREEARKRE

R-ZEBE—FENA+ZH  kELE (AATSRE
2EMBAR) (EABEEZFLA)HE LSRR ER
BRAR ([LBEK]) (EEAEETEA)FIVE
ETEHZ ((BEBTEWME—]) Bl kEXE
EELEFFHEBRELCNEETEE YHLF§
BB BEERRITRDERAR EEENXTH
R TERFPTFE ALK E T ARES0,000,0007T

BH KERABE(EAREEZTAN) UEREYEE
B(EH)BRAFR(IEXEHEER]) (EAE
EEEBAN) RFLRRITBRODBERAR LES1T ([F£
BITLEEAT]) (ERAEEXBA)FLEAEERR
Z(EEEEWME=]) Bl kKBEEREL2HE
EREFETIRELNEETIENE  TRFLIRTT
EEAITHEERATAKRERE ARKS50,000,000
TTe

REBEFRN AEEREBEEETERE REEE
Bz BRI B ®H S 5% A AR 448,0007T & A
R #1,046,0007T °

E—THEHL2HEARRBENA-_T—RAF AT
H &R o

BEXAEEEN R_E—RAF+_A=1+—8H"
ARBMERBEEARE -

iz =

BEAEER-_ZT—AFHNELEREREEIER
BRYRR EECRFNEE_ZT—RFE+_A=1+—
A IEW B FE IR REARR BB AR0.0378 T« Wt A
E-T—RAFXNAZTHLEANEANTHRESR
0028 T BE-_Z—RAF+-_A=+—HLHK
FENREABEAERET HEREERA
20.5% (ZZ—OF :26.4% ) - EE S A%EE
BRENMEANEAELAEENRARERRER TS X
B RARFEERMER FEIR-

KEFTMEIER AT 20155 3R

39



Directors and Senior Management

EENREREERE

EXECUTIVE DIRECTORS
Mr. Li Cheng (“Mr. Li”)

aged 583, an executive Director and the chairman of the Board (the
“Chairman”). Mr. Li is also the chairman of the Nomination Committee
under the Board and the authorised representative of the Company. Mr.
Li has more than 20 years of experience in textile and trading industry,
and is mainly responsible for overall business strategy and management
of the Group. From August 1985 to May 1993, Mr. Li had been engaged
in trading of textile products as a sole proprietorship. He worked as the
general manager of Xiaoshan Yongsheng Trading Company from March
1993 to November 1997, and from November 1997 to June 1999, he
assumed the role of general manager of Xiaoshan Yongsheng Chemical
Fiber Company Limited (currently known as Hangzhou Yongsheng Group
Limited, “Yongsheng Group”). He served as the general manager of
Hangzhou Yongsheng Weaving Limited (“Yongsheng Weaving”) from
June 1999 to April 2003. Since 2003, Mr. Li has been appointed as a
chairman of the board of directors of Yongsheng Group. Mr. Li has been
a senior economist since October 2013.

Mr. Li completed his professional study majoring in dyeing and
processing engineering in Zhejiang Institute of Silk Textile (now known
as Zhejiang Sci-Tech University) in July 1985, and in March 2004,
he completed a course on corporate director advanced business
administration which was held by Ningbo Jianfeng Management
Technology Research Centre. Between 2006 and 2012, Mr. Lee had
also completed various courses including the Senior Training Course
on the Philosophy of New Technology and Enterprise Growth —Growth
enterprise and the Senior Training Course on Financial Investment in
Real Operations respectively offered by the school of humanities and
the school of media of Zhejiang University, the Senior Training course
for Business Administration Executives offered by Zhejiang Gongshang
University, the training course for senior enterprise operators and
managers in Hangzhou City on “356 Engineering Programme” in
relation to investment, financing and capital operation training offered
by Fudan University. Mr. Li was appointed as the deputy chairman of
The Professional Committee of Zhejiang Province Privately-operated
Economic Research Centre in December 2002. Mr Li is currently studying
the CEO Finance Program for China Enterprise by the Cheung Kong
Graduate School of Business.
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Mr. Li has been elected as a member of the Hangzhou City Xiaoshan
District Committee of the Chinese People’s Political Consultative
Conference since May 2005. He was also elected as the chairman of the
Hangzhou City Xiaoshan District Wenzhou Chamber of Commerce in July
2010, the vice-chairman of the Hangzhou City Xiaoshan District General
Chamber of Commerce in December 2012, the standing council member
and vice-chairman of the China Chemical Fiber Association in April 2012
and April 2015 respectively. In October 2008, Mr. Li was named the “Staff
Caring Outstanding Entrepreneur” of Hangzhou City jointly awarded by
the Federation of Trade Union of Hangzhou City and the Industry and
Commerce Joint Committee of Hangzhou City. In February 2013, Mr. Li
was awarded the “Outstanding Socialist Builder” for the years 2010—
2012 by the Office of China Hangzhou City Xiaoshan District and The
People’s Government Office of Hangzhou City Xianshan District.

Mr. Zhao Jidong (“Mr. Zhao”)

aged 51, an executive Director and chief executive officer (the “Chief
Executive Officer”) of the Company. Mr. Zhao is also a member of the
Remuneration Committee under the Board. Mr. Zhao has more than
25 years of experience in textile industry, and is mainly responsible for
general management and overall operations of the Group. Mr. Zhao
joined Yongsheng Group as the position of chief executive officer since
June 2010. Mr. Zhao was previously a director of Yongsheng Group.
From July 1985 to October 2006, Mr. Zhao had worked in Yangzhou
Cloth Factory and he served previously as the factory director. He
had also served as the deputy director and director of Yangzhou
Textile Research Institute from February 1990 to October 2006. From
September 2006 to July 2011, Mr. Zhao had been the director of
Shanghai Huayuan Company Limited, a company which is listed on the
Shanghai Stock Exchange (stock code: 600094). From November 2006
to July 2011, Mr. Zhao had been the deputy general manager and chief
engineer of Shanghai Huayuan Company Limited.
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Directors and Senior Management
EEREREEE

Mr. Zhao obtained his bachelor degree majoring in textile engineering
from Wuxi Light Industry Institute (currently known as Jiangnan University)
in July 1985. Mr. Zhao has also completed the Senior Training Course for
Young Entrepreneur in Financial Control and Capital Operation offered
by Tsinghua University in December 2011. Mr. Zhao was elected as
a council member of Yangzhou City Textile Construction Association
in June 1991. He joined the Jiangsu Textile Engineering Association
as a product professional committee member in January 2004, and
had been granted the government special allowance certificate by the
State Council of the PRC in 2000. He has completed and passed the
Training Course for Senior Management of Listed Companies offered by
China Securities Regulatory Commission Shanghai Regulatory Bureau
respectively in 2007 and 2008. He was also accredited as a senior
engineer on textile engineering by the Job Title Reform Office of Jiangsu
Province Textile Industry Bureau and professor level senior engineer by
Jiangsu Department of Personnel respectively in 1995 and 2000. Mr.
Zhao was engaged by the Graduate School of Donghua University as an
off-campus mentor in September 2012,

Mr. Zhao also obtained a number of awards, including the “3rd prize
of Yangzhou Science and Technology Advancement Awards” and
the “1st prize of Yangzhou Science and Technology Advancement
Awards” awarded by Yangzhou Science and Technology Advancement
Awards Judging Committee, the “National Textile Labour Working Role
Model” awarded by China Textile Industrial Bureau, the “Yangzhou
City Technology Contributor” awarded by Yangzhou City, the “Central
Enterprise Labour Working Role Model” awarded jointly by the National
Ministry of Personnel and State-owned Assets Supervision and
Administration Commission of the State Council, and the “2nd Prize of
Sang Ma Textile Technology” by the Sang Ma Trust Fund. Mr. Zhao was
awarded the “3rd prize of Jiangsu Province Science and Technology
Advancement Awards” on his projects of “High Stimulation Twisted
Peach Skin flannel” and “The Ultrafine Composite Fabric Thread”,
and was awarded the “2nd prize of Jiangsu Province Science and
Technology Advancement Awards” on his project of “The Sea-island
Ultrafine Composite Synthetic Chamois Leathers” by Jiangsu Province
Science and Technology Advancement Awards Judging Committee. He
has been selected as one of the “Candidates of the First Batch National
Engineering Talents of the National New Century Project” by the Ministry
of Personnel of the PRC in April 2004 and passed its advanced training in
July 2005.
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Mr. Li Conghua (“Mr. Li CH”)

aged 41, an executive Director and general manager of Hangzhou
Xiaoshan Yongsheng Foreign Trading Company Limited (“Hangzhou
Yongsheng Trading”). Mr. Li CH has more than 15 years of experience
in the textile industry, and was mainly responsible for management and
supervision of ordinary operation of the Group’s trading business before
the disposal of the trading business of textile-related products by the
Group in May 2015 and is currently responsible for product market
trends analysis. He worked as a chemical fiber materials salesperson
in the chemical fiber department in Xiaoshan Yongsheng Trading
Company Limited from June 1997 to December 2000, and worked as a
department manager in chemical fiber department of Yongsheng Group
from January 2000 to to December 2004. Since March 2005, he has
been the general manager of Hangzhou Yongsheng Trading. Mr. Li CH
has also completed the Senior Training Course for Chief Executive Officer
of Growth Enterprise offered by Zhejiang University in January 2008. Mr.
Li CH is the nephew of Mr. Li Cheng.

Mr. Ma Qinghai (“Mr. Ma”)

aged 41, an executive Director and general manager of the
manufacturing division of Yongsheng Dyeing. Mr. Ma has more than
15 years of experience in the textile industry, and is mainly responsible
for management and supervision of ordinary operation of the Group’s
dyeing business. Mr. Ma was the technical supervisor and workshop
officer of Zhejiang Hongli Group Limited Printing and Dyeing Branch
Company from August 1994 to February 2001. Mr. Ma held the position
of domestic trading manager of Yongsheng Group from January 2002
to July 2005 and was previously a director of Yongsheng Group. Mr. Ma
served as the vice factory director, factory director and deputy general
manager of Yongsheng Dyeing from August 2005 to February 2008,
and has held the general manager position of Yongsheng Dyeing since
February 2008.

In July 1994, Mr. Ma completed his professional study major in dyeing
and processing in Zhejiang Province Common Intermediate Professional
School. He completed the Senior Training Course for Chief Executive
Officer of Growth Enterprise offered by the school of humanity of Zhejiang
University in April 2007. Mr. Ma was awarded the “Progressive Individual
of Xiaoshan Dongpian Printing, Dyeing and Chemical Industry Provincial
Level Environmental Protection Key Regulatory Area Remediation
Work” by the People’s Government of Xiaoshan District of Hangzhou
City in October 2007. Mr. Ma obtained the award of “Outstanding
Contract Manager of Xiaoshan District” jointly offered by the Hangzhou
Administration for Industry and Commerce Xiaoshan Branch and
Hangzhou City Xiaoshan District Enterprise Contract Management
Association in 2010.
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INDEPENDENT NON-EXECUTIVE
DIRECTORS

Ms. Wong Wai Ling (“Ms. Wong”)

aged 54, an independent non-executive Director. She is also the
chairlady of the Audit Committee and the Remuneration Committee
under the Board. Ms. Wong has over twenty years of experience in
accounting and auditing, and mainly provides her independent judgment
on strategy, performance, resources, code of conduct and other aspects
of the Company. She had worked in major international accounting firms
and local accounting firms before she set up her own accounting firm in
Hong Kong in 1993.

Ms. Wong is an independent non-executive director and the chairperson
of the audit committees of AVIC International Holdings Limited (Main
Board stock code: 161), China Ruifeng Renewable Energy Holdings
Limited (Main Board stock code: 527) and Overseas Chinese Town (Asia)
Holdings Limited (Main Board stock code: 3366). Ms. Wong is a non-
executive director of Hin Sang Group (International) Holding Co. Limited
(Main Board stock code: 6893). Ms. Wong is also an executive director
of JC Group Holdings Limited (Growth Enterprise Market (“GEM”) stock
code: 8326). Ms. Wong was an independent non-executive director of
Glory Flame Holdings Limited (GEM stock code: 8059), and resigned on
22 March 2016.

Ms. Wong obtained a Bachelor of Arts degree from University of Hong
Kong in November 19883 and a postgraduate diploma in accounting and
finance from the London School of Economics and Political Science,
University of London, in the United Kingdom in July 1989. She has been
registered as a Certified Public Accountant in Hong Kong since June
1991. Ms. Wong has become a fellow member of the Association of
Chartered Certified Accountants (“FCCA”) and a fellow member of Hong
Kong Institute of Certified Public Accountants (‘FCPA”) since May 1995
and February 2001 respectively. Ms. Wong has been appointed as the
independent non-executive Director since 7 November 2013.
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Mr. Shiping James Wang (“Mr. Wang”)

aged 55, an independent non-executive Director. He is also a member
of the Audit Committee and the Nomination Committee under the
Board. Mr. Wang mainly provides his independent judgment on strategy,
performance, resources, code of conduct and other aspects of the
Company. Mr. Wang was the Foreign General Legal Counsel of Zhongxin
Law Firm Shanghai Branch from July 2009 to March 2013 and has been
the Foreign General Legal Counsel of Shanghai Hanyuan Law Firm since
June 2013.

Mr. Wang obtained a master degree of science in biochemical
engineering from Massachusetts Institute of Technology in May 1988.
He completed his Juris Doctoris in Seton Hall Law School in June 1994.
Mr. Wang was admitted as an attorney at law in the Supreme Court of
New Jersey and the US District Court for the District of New Jersey in
December 1994. Mr. Wang has been appointed as the independent non-
executive Director since 7 November 2013.

Dr. Wang Huaping (“Dr. Wang”)

aged 50, an independent non-executive Director. He is also a member of
the Audit Committee, the Remuneration Committee and the Nomination
Committee under the Board. Dr. Wang mainly provides his independent
judgment on strategy, performance, resources, code of conduct and
other aspects of the Company.

Dr. Wang has been serving as a professor and a doctoral advisor in the
Faculty of Materials Science and Engineering of Donghua University since
October 2002, and has been the associate dean of the Research Institute
of Donghua University since 2011. Dr. Wang is renowned for his research
in nanomaterials for fiber forming and polymer-based nanocomposite
fibers, spinning forming theory and processing technology, systems
of new clean production: ionic liquid/fiber-forming polymer and has
published a number of papers on those topics.

Dr. Wang is an independent director of Jiangsu Jiangnan High Polymer
Fiber Co. Ltd, a company which is listed on the Shanghai Stock
Exchange (stock code: 600527) and Zhejiang Unifull Industrial Fiber Co.,
Ltd, a company which is listed on the Shenzhen Stock Exchange (stock
code: 002427).
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Dr. Wang obtained a doctorate degree from the Faculty of Materials
Science and Engineering of Donghua University in March 2002. From
January 1989 to March 1992, Dr. Wang was employed by the China
Textile University (currently known as Donghua University) as a trainee
researcher and then worked at Donghua University as an officer of
the Technology Laboratory of Chemical Fiber Engineering Research
Centre. Dr. Wang served as an assistant researcher, a deputy officer, an
officer, and an associate researcher in the Faculty of Materials Science
and Engineering from March 1992 to September 2002. Dr. Wang was
appointed as the associate dean of the Faculty of Materials Science and
Engineering from November 2004 to April 2010. Since September 2008,
Dr. Wang has been the director of the Institute for Engineering Research
Center of Advanced Glass Manufacturing Technology.

Dr. Wang is the deputy director of the Gaoxin Fibers Professional
Committee of China Chemical Fibers Association, deputy director of
Fibers Professional Committee of China Textile Engineering Society,
deputy director of Fibers Professional Committee of Shanghai Textile
Engineering Society, deputy director of Industrial Standard Committee
of China Chemical Fibers Association, committee member of Expertise
Committee of China Nonwovens & Industrial Textiles Association, the
expert of the Textile Industry Division of the National Development and
Reform Commission, committee member of Technical Committee of the
Engineering Research Centre of the Textile Equipment of the Ministry
of Education and the deputy director of the Editorial Committee of
China Synthetic Fiber Industry. Dr. Wang has been appointed as the
independent non-executive Director since 19 August 2014.

SENIOR MANAGEMENT
Mr. Shi Hongxing (“Mr. Shi”)

aged 47, the general manager of Nantong Yongsheng, and is mainly
responsible for management and supervision of day-to-day operation of
fioer manufacturing business of Nantong Yongsheng. Mr. Shi joined the
Group in June 2010. Mr. Shi had been the general manager assistant and
the head of production department of Nantong Huatong Chemical Fiber
Limited from July 1993 to June 2008. He had been the general manager
assistant in Shenghong Group Jiangsu Zhonglu Technology Company
Limited from August 2008 to May 2010.

Mr. Shi obtained his bachelor degree majoring in chemical fiber from the
Suzhou Silk Technical Institute in July 1993. Mr. Shi has been accredited
as a senior engineer since December 2008.
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Mr. Leung Ho Yan, Julian (“Mr. Leung”)

aged 36, the chief financial officer, company secretary and authorised
representative of the Group. Mr. Leung has over 14 years of experience
in audit, accounting and corporate compliance, and is mainly responsible
for compliance, financial reporting and planning of the Group. Mr. Leung
joined Yongsheng (HK) International Co., Limited in February 2012. He
worked in KPMG from August 2001 to January 2012.

Mr. Leung obtained the Bachelor of Arts in Accountancy and the Master
of Corporate Governance from The Hong Kong Polytechnic University in
November 2001 and October 2014 respectively. Mr. Leung has been a
fellow members of The Association of Chartered Certified Accountants
(“FCCA”), the Hong Kong Institute of Certified Public Accountants
(“FCPA”), Institute of Chartered Secretaries and Administrators (‘FCIS”)
and the Hong Kong Institute of Chartered Secretaries (‘FCS”).

Mr. Li Min

aged 48, the head of internal audit department of the Group. Mr. Li Min
has over 20 years of accounting experience, and is mainly responsible
for internal control and risk management of the Group. Mr. Li Min joined
Yongsheng Group in March 2000 as a financial manager and then a
director. Mr. Li Min worked as an assistant accountant in various factories
including Xiaoshan Agricultural Machinery Factory (currently known as
Hangzhou Safe Company Limited), Xiaoshan Building Materials Factory
and Saintyear Holding Co., Ltd..

Mr. Li Min completed his higher education in industrial statistic in
Hangzhou Business School in June 1992. Mr. Li Min was awarded as
the“2008 Outstanding Statistics Financial Worker of Hangzhou Township
Enterprises” by the Hangzhou Economic Commission in 2004 and
has been conferred by the Ministry of Finance of the PRC as a senior
accountant since November 2009.

Ms. Zhang Yingli (“Ms. Zhang”)

aged 42, the head of finance department of the Group, and is mainly
responsible for financial reporting and treasury management for
subsidiaries of the Group. Ms. Zhang joined Yongsheng Group in October
2003. She was the financial accountant of Zhejiang Asia Pacific Electrical
and Mechanical Group Limited from July 1995 to November 2001.

Ms. Zhang completed her bachelor degree in finance in Zhengzhou
University in August 2015 and higher education in accounting in the
Central China Agricultural University in July 1995. Ms. Zhang has
obtained the certificate of passing all the required subjects of the
National Uniform CPA Examinations of the Chinese Institute of Certified
Public Accountants (“CICPA”) in December 2015. Ms. Zhang has been
conferred by the Ministry of Finance of the PRC as an intermediate
accountant since May 2002.
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Mr. Xu Bing

aged 35, the head of human resources and administration department
of the Group. Mr. Xu Bing has over 10 years in human resources and
administration management, and is mainly responsible for human
resources management and administration of the Group. Mr. Xu Bing
joined Yongsheng Weaving in May 2003 as the office manager and then
the office manager of Yongsheng Dyeing, and is mainly responsible
for human resources, administration and purchasing management.
He rotated to Yongsheng Group as the head of human resources and
administration department in December 2008. Mr. Xu Bing worked as
the manager of the human resources department of Zhejiang Chenhui
Lighting Company Limited from July 2002 to May 2003.

Mr. Xu Bing graduated in Hubei Xiangfan Institute (currently known as
Hubei University of Arts and Science) majoring in business administration
in June 2002. He further obtained a master degree of business
administration from Zhejiang University of Technology in January 2016.

Mr. Xu Hua

aged 50, the supervisor of product information department of the
Group. Mr. Xu Hua has over 20 years of experience of fabric product
development, and is mainly responsible for product research and
development and market research. Mr. Xu Hua joined Yongsheng Group
in March 2011. Mr. Xu Hua had been the head of product development
department of Yangzhou Cloth Factory from December 1993 to June
1997 and had been the head of product development department
and general engineer of Yangzhou Huayuan Company Limited from
November 2004 to February 2011.

Mr. Xu Hua graduated from Nantong Textile Institute in July 1987
majoring in textile engineering. He was awarded the 3rd prize, the 3rd
prize and the 2nd prize of “Jiangsu Province Science and Technology
Advancement Awards” on his projects of “High Stimulation Twisted
Peach Skin Flannel”, “The Ultrafine Composite Fabric Thread” and
“The Sea-island Ultrafine Composit Synthetic Chamoic Leather”
respectively. Mr. Xu Hua was appraised by the People’s Government of
Jiangsu Province for the achievement made from his work in relation to
technological transformation in production between 1991 and 1996. He
was named as the“Young Professional with outstanding contribution”
by the People’s Government of Yangzhou and awarded the “Five-One
Labour Medal by Yangzhou Federation of Trade Unions” in 2006. Mr.
Xu Hua was named as the head of young professionals in respect of
scientific technology of “333 Training Programme for Talented Individuals”
by Leading Group for Talented Individuals in Jiangsu Province between
2007 and 2010. Mr. Xu Hua was accredited as a senior engineer in 2002.
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Corporate Governance Report

The Company was committed to achieving and maintaining high
standards of corporate governance, the principles of which serve to
uphold transparency, accountability and independence in all aspects
of business and endeavours to ensure that affairs are conducted in
accordance with applicable laws and regulations.

CORPORATE GOVERNANCE CODE

The Group’s corporate governance practices are based on the Corporate
Governance Code (the “Code”) set out in Appendix 14 to the Rules
Governing the Listing of Securities (the “Listing Rules”) on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). During the
Review Period, the Board considered that the Company had complied
with the Code.

The Board will periodically review the Company’s current corporate
practices and procedures and will maintain and further enhance the
standard of corporate governance practices of the Company, in order to
ensure it is in line with international and local best practices and maximize
the interests of the shareholders of the Company (the “Shareholders”),
investors, employees, business partners and the community as a whole.

CODE OF CONDUCT REGARDING
DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding Directors’
securities transactions on terms no less exacting than the required
standard set out in the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix 10 to the Listing Rules
(the “Model Code”). Specific enquiry has been made to all the Directors
and the Directors have confirmed that they had complied with the Model
Code and such code of conduct during the Review Period.
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Corporate Governance Report
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THE BOARD OF DIRECTORS
Composition of the Board

The Board has a balance of skills and experience appropriate for the
requirements of the Group’s business. The Board includes a balanced
composition of executive and independent non-executive Directors so
that independent judgement can be effectively exercised.

During the Review Period and as at the date of this annual report, the
Board comprised four executive Directors and three independent non-
executive Directors as follows:

Executive Directors

Mr. Li Cheng (Chairman)
Mr. Zhao Jidong (CEO)
Mr. Li Conghhua

Mr. Ma Qinghai

Independent Non-Executive Directors

Ms. Wong Wai Ling
Mr. Shiping James Wang
Dr. Wang Huaping

The brief biographical details of and relationships among the existing
Directors are set out in the section headed “Directors and Senior
Management” on pages 40 to 46. Save as disclosed under the section
headed “Directors and Senior Management” of the annual report, there
is no financial, business, family or other material or relevant relationships
among Board members and in particular, between the Chairman and the
CEQ.

During the Review Period, the Board maintained a high level of
independence, with more than one-third of the Board comprised of
independent non-executive Directors, who had exercised independent
judgement. The independent non-executive Directors are expressly
identified in all corporate communications whenever the names of the
Directors are disclosed.

The Company has received from each independent non-executive
Director an annual confirmation of his or her independence pursuant
to the independence guidelines set out in Rule 3.13 of the Listing
Rules. Based on the confirmations received, the Company considers
all independent non-executive Directors satisfied the requirement of
independence under the Listing Rules.

50 Yongsheng Advanced Materials Company Limited Annual Report 2015

Exg
Exgam

EEARAEEEBMBENEE FENRERE
R-EEFEERIUTESRBIRTEENGE
AERK - T 5B AR UM 1T {5 08 L I T

REBEFARAFHRES EFEHATOERT
EEN=RBUIFRTERENK:

HITES

FWAELE(ZE)
HERLLE (TTHAR)
FRERLE
55EEE

BYFHITES

BHERLXL
FHFEE
TEFBEL

REEENHEFBERREZENBEEHNFI0R
ZFI6E[EETREREBE| —H -BAFHRE
ERPRERE] —HAREEN EEEKREZ
B LERIRERITRARZE SEEAP% - %
% KGR EMEARABEAR-

REEFA EFTSTBE=22Z - KERBIF
MITEFAK RECTEBILABREFSKF
MBIt RAARBEESFHRNARBMAT B
FRITERTHEAEIR -

ARREWEZIBILIFNITEERIE EHARANES.13
RAFEBE B MRS BRENEREB L EERE R
BREDNERE FAARARRERBILIENTE
EOFALTRABRBILIENRE -



Board Meetings and General Meetings

Board meetings are held regularly. In addition to regular meetings,
meetings are held as and when necessary under particular
circumstances. During the Review Period, twelve Board meetings were
held. The Directors attended the meetings in person or by telephone in
accordance with the articles of association of the Company (the “Articles
of Association”).

A record of the Directors’ attendance at the Board meetings and the
general meetings held during the Review Period is set out as follows:
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ExggERBRRAE

ErgEHaReR ARRRMEN TREFE
MEEBATEREE REBEFERN E8T TR
EXee3 REAQAZEAKERMAA ([AREF
BAR]) EFRANBBEFL2MER-

EZHFEREBEFARTHNESS SR MERKRSE
R RDERE S0 T -

Attendance/
Number of general
meetings held

Attendance/
Number of Board
meetings held

HERE HEXE
FETEEY FIBITRRAE
BERE™ RE
Executive Directors HTESE

Mr. Li Cheng LA 12/12 2/2
Mr. Zhao Jidong THER L L 12/12 2/2
Mr. Li Conghhua IS A 12/12 2/2
Mr. Ma Qinghai SHEELE 12/12 2/2

Independent Non-Executive Directors BYKHITES
Ms. Wong Wai Ling HFEBLL 12/12 2/2
Mr. Shiping James Wang FittFE 11/12 1/2
(Note 1) (Note 2)
(Kizt 1) (Kis#2)
Dr. Wang Huaping FEFEL 12/12 2/2

Note 1: Mr. Shiping James Wang was unable to attend a Board mesting held
in 2015 due to his other committed business arrangements.

Note 2: Mr. Shiping James Wang was unable to attend an extraordinary
general meeting held in 2015 due to his other committed business
arrangements.

The annual general meeting (“AGM”) and an extraordinary general
meeting (‘EGM”) of the Company were held on 20 May 2015 and 24
July 2015, respectively. Our forthcoming AGM will be held on 23 May
2016. Our Directors, chief financial officer and company secretary and
other senior executives of the Company will attend the AGM together
with our external auditor to answer any questions from the Shareholders.
All Directors treasure the opportunity to canvass the views of the
Shareholders in the AGM held annually.
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Board Responsibilities and Delegation

The Board is responsible for the leadership and control of the Group
and is collectively responsible for promoting the success of the Group
by directing and supervising the Group’s affairs. The Board focuses
on formulating the Group’s overall strategies, authorising the annual
development plan and budget, monitoring financial and operating
performance, reviewing the effectiveness of the internal control system,
supervising and managing management’s performance and determining
the corporate governance policy of the Group. The Board delegates the
day-to-day management, administration and operation of the Group
to management. The delegated functions are reviewed by the Board
periodically to ensure that they accommodate the needs of the Group.
The Board gives clear directions to management as to the matters that
must be approved by the Board before decisions are made on behalf of
the Group.

During the Review Period, the Board had reviewed and discussed the
corporate governance policy of the Group and is satisfied with the
effectiveness of the corporate governance policy.

Appointment, Re-election and Removal of
Directors

The Company has established the nomination committee under
the Board (the “Nomination Committee”) on 7 November
2013. The Nomination Committee has from time to time identified
individuals suitably qualified to become Board members and make
recommendations to the Board. The main consideration in selecting
candidates for directorships is whether their characters, qualifications and
experience are appropriate for the businesses of the Group.

Each of the independent non-executive Directors has entered into a
service contract for a term of 3 years which may be terminated by either
party giving to the other party at least 3 months’ prior written notice.
All independent non-executive Directors are subject to rotation and re-
election at the AGM in accordance with the Articles of Association.

In accordance with article 108(a) of the Articles of Association, at each
AGM, at least one-third of the Directors for the time being (or, if their
number is not a multiple of three (3), the number nearest to but not less
than one-third) shall retire from office by rotation provided that every
director shall be subject to retirement at an annual general meeting at
least once every three years. All such retiring Directors, being eligible,
may offer themselves for re-election. Accordingly, Mr. Ma Qinghai, Mr. Li
Conghua and Ms. Wong Wai Ling will retire from office as Directors, being
eligible, and will offer themselves for re-election at the forthcoming AGM.
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Insurance of the Directors and Officers

The Company has arranged liability insurance for Directors and officers
in respect of legal action against the Directors and officers which is in
compliance with code provision A.1.8 of the Code.

Induction and Continuous Professional
Development

Newly appointed Directors will receive guideline and reference materials
to enable them to familiarise with the Group’s business operations
and Board’s policies. The Company is committed to arranging and
funding suitable training to all Directors for their continuous professional
development. Each Director is briefed and updated from time to time to
ensure that he is fully aware of his responsibilities under the Listing Rules
and applicable legal and regulatory requirements and the governance
policies of the Group. All the Directors also understand the importance of
continuous professional development and are committed to participating
in any suitable training to develop and refresh their knowledge and skills.
According to the records provided by the Directors, a summary of training
received by the Directors during the Review Period is set out below:
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Types of continuous
professional development

programmes
BESERRRAEER

Executive Directors BITES

Mr. Li Cheng FHMEE 1,2,3

Mr. Zhao Jidong THER S E 1,2,3

Mr. Li Conghua FTEL L 1,2,3

Mr. Ma Qinghai 5HELE 1,2,3

Independent Non-Executive Directors BIUFHTES

Ms. Wong Wai Ling q2ERZ LT 1,3

Mr. Shiping James Wang F A 1,8

Dr. Wang Huaping FEFEL 1,3

Notes: Ha

1. Attend update program organized by lawyers of the Company. 1. HEBAARQREZMABNENERRE-

2 Attend internal training organized by the company secretary of the 2 HERARRNA RWEAZGN AT -

Company.
3 Read relevant materials of workshops/internal trainings/updates on the 3 BEM IS WS, AR AR R R E A E

Listing Rules and other applicable regulations.

PR B0 2 AR AR BT L o
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Under code provision A.2.1 of the Code, the roles of chairman and chief
executive should be separate and should not be performed by the same
individual. The Chairman of the Board is Mr. Li Cheng and the CEO is
Mr. Zhao Jidong. The Chairman of the Board is responsible for providing
leadership to, and overseeing, the functioning of the Board and seeking
to ensure that all Directors are properly briefed on issues arising at Board
meetings and that they receive, in a timely manner, adequate and reliable
information. The CEO is responsible for managing the business of the
Group and leading the management team to implement strategies and
objectives adopted by the Board. Their respective responsibilities are
clearly established and set out in writing.

BOARD COMMITTEES
Remuneration Committee

The Company established the remuneration committee under the
Board (the “Remuneration Committee”) which comprises one
executive Director and two independent non-executive Directors. The
roles and functions of the Remuneration Committee include consulting
the Chairman of the Board about their remuneration proposals for
other executive Directors, making recommendation to the Board on
the Company’s remuneration policy and structure for all Directors
and senior management. The Remuneration Committee also makes
recommendations to the Board on the remuneration packages of
individual Directors and senior management. The Remuneration
Committee’s authority and duties are set out in written terms of reference
that are posted on the website of the Stock Exchange and the Company.

During the Review Period, among others, the Remuneration Committee
had reviewed the Group’s remuneration policy and the terms of
the executive Directors’ service contracts, made recommendation
to the Board on the policy for the remuneration of non-executive
Directors, independent non-executive Director and the CEO, assessed
performance of non-executive Directors, independent non-executive
Directors and the CEO and approved the terms of independent non-
executive Directors’ service contracts.
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There are three meetings held during the Review Period and the
attendance by each committee member is set out below:
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FRERAEINMT

Attendance/

Number of meetings

Members of Remuneration Committee FMEEERE HEXEEERE
Ms. Wong Wai Ling (Chairladly) BERZL (£E) 3/3
Mr. Zhao Jidong AR E 3/3
Dr. Wang Huaping FEFEL 3/3

Nomination Committee

The Company established the nomination committee under the Board
(the “Nomination Committee”) which comprises one executive
Director and two independent non-executive Directors. The roles and
functions of the Nomination Committee include reviewing the structure,
size and composition (including the skills, knowledge and experience)
of the Board, identifying individuals suitably qualified to become Board
member and assessing the independence of independent non-executive
Directors. The Nomination Committee is established with specific terms
of reference which deal clearly with the committee’s authority and duties
and is available on the website of the Stock Exchange and the Company.

During the Review Period, the Nomination Committee had reviewed
the structure, size and composition of the Board and assessed the
independence of the independent non-executive Directors. The
Nomination Committee had also reviewed the Board’s diversity policy
(the “Board Diversity Policy”).

As part of the Board Diversity Policy, the Company recognises and
embraces the benefits of having a diverse Board to enhance the quality
of its performance. All Board appointments will be based on meritocracy,
and candidates will be considered against selection criteria. Selection
of candidates will be based on a range of diversity perspectives, which
would include but not limited to gender, age, cultural and educational
background, professional experience, skills, knowledge and length of
service. The ultimate decision will be based on merit and contribution
that the selected candidates will bring to the Board. The Nomination
Committee will from time to time review the Board Diversity Policy, as
appropriate, to ensure its effectiveness.
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One meeting was held during the Review Period and the attendance by
each committee member is set out below:

REEFR |77 -RX8#% BUZBEEKENH
FRERAEINMT

Attendance/

Number of meetings

Members of Nomination Committee REZEBRE HEXEEERE
Mr. Li Cheng (Chairman) WAL (FE) 1/1
Mr. Shiping James Wang FHFEE 1/1
Dr. Wang Huaping FEFEL 11

Audit Committee

The audit committee under the Board (the “Audit Committee”) currently
consists of 3 independent non-executive Directors. The primary duties of
the Audit Committee are to review the Company’s financial information,
review and supervise the Company'’s financial reporting process and
internal control procedures, nominate and monitor external auditors
and provide advice and comments to the Board. The Audit Committee
is established with specific terms of references which deal clearly with
the committee’s authority and duties and is available on the website of
the Stock Exchange and the Company. During the Review Period, the
Audit Committee discussed and reviewed the interim and final results
of the Group and certain other businesses. The effectiveness of the
Company'’s internal control was also discussed at the meetings. The
Audit Committee had also reviewed with management the accounting
principles and practices adopted by the Group and discussed internal
controls and financial reporting matters including a review of the interim
report, annual report and the final result of the Group for the financial year
ended 31 December 2015. The Group’s final results for the financial year
ended 31 December 2015 had been reviewed by the Audit Committee
before submission to the Board for approval. The Audit Committee had
also reviewed this annual report, and confirmed that this annual report
complies with the Listing Rules. In the opinion of the Audit Committee,
there are no material uncertainties relating to events or conditions that
may cast significant doubt on the Group’s ability to continue as a going
concern. There is no disagreement between the Board and the Audit
Committee regarding the selection, appointment, resignation or dismissal
of the external auditors.
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There are four meetings held during the Review Period and the
attendance by each committee member is set out below:
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REEFR |ITTOAEH SUZEEKENH
FRERAEINMT

(Attendance/
Number of meetings)
Members of Audit Committee ERZEEBRE (BEXRE &RREH)
Ms. Wong Wai Ling (Chairiadly) BEBRLTL (FE) 4/4
Mr. Shiping James Wang FHFEE 4/4
Dr. Wang Huaping FEFEL 4/4
INTERNAL CONTROL REBEE 12
The Board is committed to managing business risks and maintaining EESYNETEEKAR THEFEERERIMNA
a proper and effective system of internal control to safeguard the HEIAHIE  UWRERREERAEEEE-EES

shareholders’ investments and the Group’s assets. The Board, through
the Audit Committee, had conducted annual review of the effectiveness
of the Group’s system of internal control covering all controls, including
financial, operational and compliance controls, and risk management
processes. The Board is satisfied that the Group had fully complied with
the Code in respect of internal controls during the Review Period.

SENIOR MANAGEMENT’S REMUNERATION

The senior management’s remuneration payment of the Group for the

CEBERZESHASEAMERENENARIE
ETFERRE HPRENT  Z2EREREFIAR
RBREERFNMEEREE -ES2EMAEE
NEBEFACEEETARAMEENTR -

EREEEEFH

REBEFEA AEESREZENTHRIEN T T

Review Period falls within the following band:

FE:

Number of individuals

A

Nil to HK$1,000,000 % %1,000,0007% 7T 9
HK$1,000,001 to HK$1,500,000 1,000,001/ 7T £1,500,0007% 7T 2
HK$1,500,001 to HK$2,000,000 1,500,001/ 7T £2,000,0007% 7T 1
HK$2,000,001 to HK$2,500,000 2,000,001 7T £2,500,0007% 7T 1
HK$2,500,001 to HK$3,000,000 2,500,001 7T 23,000,000/ 7T =
HK$3,000,001 to HK$3,500,000 3,000,001 7 £3,500,0007 7T 1
HK$3,500,001 to HK$4,000,000 3,500,001 7% 7T 24,000,000/ 7T -
HK$4,000,001 to HK$4,500,000 4,000,001 7% 7T 24,500,000/ 7T 1
15
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COMPLIANCE AND ENFORCEMENT OF THE
NON-COMPETITION UNDERTAKING FROM
CONTROLLING SHAREHOLDERS

As disclosed in the prospectus of the Company dated 15 November
2018 (the “Prospectus”), Mr. Li Cheng and Ever Thrive Global Limited
are the controlling shareholders of the Company (the “Controlling
Shareholders”). To protect the Group from any potential competition,
the Controlling Shareholders had given an irrevocable non-competition
undertaking (the “Non-competition Undertaking”) in favour of
the Company on 7 November 2013 pursuant to which each of the
Controlling Shareholders has, among other matters, undertaken with the
Company that each of the Controlling Shareholders and their respective
associates (other than the Group) shall not, engage in any business
which will or may compete with the business currently and from time to
time engaged by the Group. Details of the Non-competition Undertaking
have been set out in paragraph headed “Relationship with our controlling
shareholders — Non-competition Undertaking” of the Prospectus.

The Company has received the annual declaration from each of the
Controlling Shareholders in respect of their respective compliance
with the terms of the Non-competition Undertaking during the Review
Period. The independent non-executive Directors, having reviewed the
annual declarations and made reasonable enquiry, are satisfied that
the Controlling Shareholders have complied with the terms of the Non-
competition Undertaking during the Review Period.

UPDATES ON COMPLIANCE AND
REGULATORY MATTERS AS DISCLOSED IN
PROSPECTUS

As disclosed in the section headed “Business — Non-compliance and
legal proceedings” of the Prospectus, during the three financial years
ended 31 December 2012 and the six months ended 30 June 2013
(“Track Record Period”), the Group has failed to comply with laws and
regulations in the PRC.

As part of remedial action and monitoring process, the Company
has engaged an independent consulting firm (the “Internal Control
Consultant”) as our internal control consultant in November 2012 to
review selected areas of the Group’s internal controls over financial
reporting. During the review, the Internal Control Consultant identified
internal control deficiencies of non-compliance incidents relating to (i)
non-compliant bill arrangements, (i) housing provident fund contributions
and (i) social insurance contributions and has recommended remedial
measures to enhance our internal control system. Set out below are the
updates of the remedial actions taken in relation to those non-compliance
matters.
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Non-compliance bill arrangement

As disclosed in the Prospectus and the annual report of the Company
in 2013, the Group used the proceeds from bank acceptance notes
for purposes other than for payment of purchase from certain suppliers
during the Track Record Period, which did not comply with the terms of
the credit agreements and Article 10 of the PRC Negotiable Instruments
Law. As advised by the Internal Control Consultant, the Group has
undertaken the following remedial measures with effect from March
2013:

° established segregation of duties between application and
approval of issuance of bank acceptance notes;

° when the bank acceptance note is issued, the finance department
reviews and makes record to ensure each bank acceptance note is
tracked and managed;

° the finance department performs checking on a monthly basis to
identify any discrepancy between the note payables issued and the
actual underlying transactions; and

° the internal control department of the Group performs checking on
the compliance regarding non-compliance bill arrangement on a
monthly basis.

In addition, the Group has appointed an independent external consultant
to examine and monitor our bill financing activities in 2013 and 2014.
Based on the reviews performed, no non-compliance bill arrangement
incident was noted. During the Review Period, the Group also has no
non-compliance bill arrangement incident.
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Housing provident fund and social insurance
contribution

As disclosed in the Prospectus and the annual report of the Company in
2013, the Group did not make full social insurance and housing provident
fund contributions for all of its respective employees as required under
the relevant national PRC laws and regulations during the Track Record
Period. All underpaid social insurance and housing provident fund
contributions during the Track Record Period has been accrued in the
financial statements. As advised by the Internal Control Consultant, the
Group has undertaken the following remedial measures with effect from
April 2013:

° the finance department reviews the payment details of housing
provident fund and social insurance to ensure that they are timely
provided to all the employees; and

° the internal control department performs checking on the
compliance regarding housing provident fund contributions and
social insurance contributions on a monthly basis.

During the Review Period, the Group has made full social insurance and
housing provident fund contributions for all of its respective employees as
required under the relevant PRC laws and regulations.

CHANGE IN AUDITOR

As disclosed in the announcement of the Company dated 11 December
2015 in relation to the change of auditor, PricewaterhouseCoopers has
resigned as the auditor of the Company on 11 December 2015. On the
same date, the Board appointed Ernst & Young to fill the casual vacancy
as the auditor of the Company until the conclusion of the AGM.

AUDITOR’S REMUNERATION

The Group’s external auditor is Ernst & Young. The remuneration paid or
payable to the external auditor of the Group for the financial year ended
31 December 2015 comprised fees for audit services of RMB1,050,000
(2014: RMB1,350,000). During the financial year ended 31 December
2015, there was no non-audit service provided by our external auditor.
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DIRECTORS’ AND AUDITOR’S
RESPONSIBILITIES FOR FINANCIAL
STATEMENTS

All Directors are responsible for the preparation of the financial statements
which give a true and fair view of the state of affairs of the Group. The
auditor of the Company acknowledges its reporting responsibilities in the
auditor’s report on the financial statements for the financial year ended 31
December 2015. The statement by the auditors of the Company about
their responsibilities for the financial statements is set out in the report
of the independent auditors’ report contained in this annual report. The
Directors are not aware of any material uncertainties relating to events or
conditions that may cast significant doubt upon the Company’s ability to
continue as a going concern. Accordingly, the Directors have prepared
the financial statements on a going-concern basis.

COMPANY SECRETARY

Mr. Leung Ho Yan Julian (FCCA, FCPA, FCIS, FCS) has been the
company secretary of the Company (the “Company Secretary”) since 7
November 2013. Mr. Leung is a full time employee of the Group and has
day-to-day knowledge of the Company’s affairs. The Company Secretary
reports to the Chairman of the Board and is responsible for advising the
Board on corporate governance matters and facilitating communication
among Board members, the Shareholders and management of the
Company. Mr. Leung has duly complied with the relevant professional
training requirement under Rule 3.29 of the Listing Rules. The biography
of the Company Secretary is set out in the section headed “Directors and
Senior Management” on page 47 of this annual report.
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THE SHAREHOLDERS’ RIGHTS

Convening an Extraordinary Meeting by
Shareholders

Pursuant to article 64 of the Articles of Association, extraordinary
general meetings shall be convened on the requisition of one or more
Shareholders, at the date of deposit of the requisition, holding not less
than one-tenth of the paid up capital of the Company having the right
of voting at general meetings. Such requisition shall be made in writing
to the Board or the Company Secretary for the purpose of requiring
an extraordinary general meeting to be called by the Board for the
transaction of any business specified in such requisition. Such meeting
shall be held within 2 months after the deposit of such requisition. If within
21 days of such deposit, the Board fails to proceed to convene such
meeting, the requisitionist(s) himself (themselves) may do so in the same
manner, and all reasonable expenses incurred by the requisitionist(s) as a
result of the failure of the Board shall be reimbursed to the requisitionist(s)
by the Company.

Procedures for Putting Forward Proposals at
General Meetings by Shareholders

Shareholders are requested to follow article 64 of the Articles of
Association for including a resolution at an extraordinary general meeting.
The requirements and procedures are set out above in the paragraph
headed “Convening an Extraordinary Meeting by Shareholders”.
Pursuant to article 113 of the Articles of Association, no person (other
than a retiring Director) shall be eligible for election to the office of Director
at any general meeting unless a notice in writing of the intention to
propose that person for election as a Director and notice in writing by
that person of his willingness to be elected shall have been lodged at the
Head Office or at the Registration Office no earlier than the day after the
dispatch of the notice of the general meeting appointed for such election
and end no later than 7 days prior to the date of such general meeting
and the minimum length of the period during which such notices to the
Company may be given will be at least 7 days. The procedures for the
Shareholders to propose a person for election as a Director is posted on
the website of the Company.
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Communication with Shareholders

Information of the Group is delivered to the Shareholders through
a number of channels, which include annual report, interim report,
announcements and circulars at the corporate website (http://www.
chinaysgroup.com). The latest information of the Group together with
the published documents are also available on the Company’s website.
Shareholders may at any time send their enquiries and concerns to the
Board in writing through the Company whose contact details are as
follows:

Yongsheng Advanced Materials Company Limited
Room 1616, 16/F, Tower Il

Lippo Centre No 89 Queensway, Admiralty,

Hong Kong

Website: www.chinaysgroup.com

Tel No.: (852) 2776 5228

Fax No.: (852) 2994 9699

The Company will handle both telephone and written enquiries from the
Shareholders from time to time. Shareholders’ enquiries and concerns
will be forwarded to the Board and/or relevant committees of the Board,
where appropriate, to answer the Shareholders’ questions.

INVESTOR RELATIONS

Constitutional Documents

During the Review Period, the Company did not make any changes to the
Memorandum and Articles of Association, the current version of which is
available on the websites of the Stock Exchange and the Company.
Number of shares

The total number of issued shares of the Company as at 31 December

2015 was 400,000,000. The Company will periodically announce the
total number of its issued shares in its monthly returns.
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Important schedule for the Shareholders - AGM

An AGM will be held at Admiralty Conference Centre, 1804B, 18/F, Tower
1, Admiralty Centre, 18 Harcourt Road, Admiralty, Hong Kong on 23 May
2016. A circular containing, among others, details of the AGM had been
dispatched to the Shareholders together with this annual report.

Information for Hong Kong branch registrar

Tricor Investor Services Centre
Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong
Tel No: (852) 2980 1333
Fax No: (852) 2810 8185
Email: is-enquiries@hk.tricorglobal.com
Website: www.tricoris.com
Office Hours: 9:00 am — 4:30 pm
(Monday to Friday, except public holidays)

CORPORATE GOVERNANCE ENHANCEMENT

Enhancing corporate governance is not simply a matter of complying
and applying with the Code but also about promoting and developing
a healthy and ethical corporate culture. The Company will continue to
review and, where appropriate, improve the current practices on the basis
of the experience, regulatory changes and developments. Any views
and suggestions from the Shareholders to improve and promote the
transparency are welcomed.

On behalf of the Board

Li Cheng

Chairman

Hong Kong, 23 March 2016
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The Board is pleased to present the annual report and the audited
financial statements of the Group for the financial year ended 31
December 2015.

PRINCIPAL ACTIVITIES AND BUSINESS
REVIEW

The Company was incorporated in the Cayman Islands as an exempted
company with limited liability under the Companies Law (as revised) of the
Cayman Islands on 19 April 2012. The registered office of the Company
is at Clifton House, 75 Fort Street, PO Box 1350, Grand Cayman, KY1-
1108, Cayman Islands and its principal place of business in Hong Kong is
at Office 1616, 16th Floor, Tower Two Lippo Centre, No. 89 Queensway,
Hong Kong. The principal activity of the Company is investment holding
and those of its subsidiaries which principally affected the results, assets
or liabilities of the Group are principally engaged in the developing and
manufacturing of polyester filament yarns, provision of dyeing services of
differentiated polyester filament fabric, trading of polyester filament yarns
and production of 3D printing materials in PRC. Save as the discontinued
operation of our textile-related trading business (excluding polyester
filament yarn and fabrics) starting from August 2015 due to the Disposals,
there were no significant changes in the nature of the Group'’s principal
activities during the year ended 31 December 2015.

Further discussion and analysis of the business activities of the Group,
including a discussion of the principal risks and uncertainties facing the
Group and an indication of likely future developments in the business of
the Group, can be found in the sections headed “Chairman’s Statement”
and “Business Review” as set out on pages 7 to 21 of this annual report.
These discussions form part of this directors’ report.

SUBSIDIARIES

Particulars of the Company and the Group’s subsidiaries as at 31
December 2015 are set out in note 1 to the financial statements.

FINANCIAL STATEMENTS

The profit of the Group and the financial conditions of the Company and
the Group for the financial year ended 31 December 2015 are set out in
the financial statements on pages 86 to 182 of this annual report.
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ENVIRONMENTAL POLICIES

The Group is committed to building an environmentally-friendly
corporation that pays close attention to conserving natural resources.
The Group strives to minimize our environmental impact by water-
recycling initiatives, sewage treatment implementation, energy saving
and wastage reduction, and encouraging recycle of office supplies and
other materials. The Group also requires its factories to operate in strict
compliance with the relevant environmental regulations and rules and
possess all necessary permission and approval from the relevant PRC
regulators.

KEY RELATIONSHIPS WITH EMPLOYEES,
CUSTOMERS AND SUPPLIERS

The Directors recognize that employees, customers and business
partners are the keys to the sustainable development of the Group. The
Group is committed to building a close and caring relationship with its
employees and business partners and improving the quality of services to
the customers.

Employees are regarded as the most important and valuable assets of
the Group. The Group ensures all staff is reasonably remunerated and
its workers are provided with regular training courses on operation of
different types of machinery, as well as work safety. The Group strives
to motivate its employees with a clear career path and opportunities for
advancement and improvement of their skills.

The Group also stays connected with its customers and suppliers and
has ongoing communication with the customers and suppliers through
various channels such as telephone, electronic mails and physical
meetings to obtain their feedback and suggestions.

COMPLIANCE WITH LAWS AND
REGULATIONS

The Group’s operations are mainly carried out by the Company’s
subsidiaries in the PRC while the Company itself is listed on the Stock
Exchange. Our establishment and operations accordingly shall comply
with relevant laws and regulations in the PRC and Hong Kong. During
the year ended 31 December 2015 and up to the date of this annual
report, the Group’s operation has complied with all the relevant laws and
regulations in the PRC and Hong Kong in all material respects.
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REORGANIZATION AND USE OF PROCEEDS
FROM SHARE OFFER

Pursuant to the reorganization to rationalize the structure of the Group
in preparation for the listing of the Company’s ordinary shares with a
nominal value of HK$0.01 each on the Stock Exchange, the Company
became the holding company of the companies currently comprising the
Group on 28 December 2012.

As part of the preparation for the listing of the shares of the Company
(the “Shares”) on the Stock Exchange, the Company implemented a
capitalization issue of 297,327,010 Shares and an issue of 100,000,000
new Shares under the share offer (the “Share Offer”) in November
2013. The net proceeds of the Share Offer received by the Company
were approximately HK$81,500,000. These proceeds are intended
to be applied in accordance with the proposed application set out in
the section headed “Future plans and use of proceeds from the Share
Offer” in the Prospectus, the announcement of the Company dated 26
November 2013 regarding the Share Offer and the announcement of the
Company dated 8 July 2015 in relation to the change in use of proceeds.

The Shares were listed on the Main Board of the Stock Exchange on 27
November 2013 (the “Listing Date”).

RESERVES

Movements in reserves during the financial year ended 31 December
2015 are set out in the Consolidated Statement of Changes in Equity on
page 90 of this annual report.

As at 31 December 2015, the Company had distributable
reserves of approximately RMB215,811,000 (2014: approximately
RMB222,475,000) available for distribution to the Shareholders.

SHARE CAPITAL AND SHARE OPTION
SCHEME

Details of the Company’s share capital and share option scheme are set
out in notes 27 and 28 to the financial statements and the paragraph
headed “Share Option Scheme of the Company” below, respectively.
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DIVIDEND

The Board has recommended the payment of a final dividend (the
“Final Dividend”) of HK$0.03 per Share for the financial year ended 31
December 2015. This, together with the interim dividend of HK$0.02
per Share that was paid in 2015, amounts to an aggregate dividend
payment of HK$0.05 per Share for the full financial year of 2015. The Final
Dividend, if approved by the Shareholders at the AGM, will be paid to the
Shareholders whose names appear on the register of members of the
Company on 31 May 2016.

PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment during the financial
year ended 31 December 2015 are set out in Note 14 to the financial
statements.

MAJOR SUPPLIERS AND CUSTOMERS

During the financial year ended 31 December 2015, the aggregate
sales attributable to the Group’s five largest customers accounted for
approximately 12.3% of the Group’s total sales and the sales attributable
to the Group’s largest customer accounted for approximately 3.3% of the
Group’s total sales. During the financial year ended 31 December 2015,
the aggregate purchases attributable to the Group’s five largest suppliers
accounted for approximately 28.1% of the Group’s total purchases and
the purchases attributable to the Group’s largest supplier accounted for
approximately 10.0% of the Group’s total purchases.

So far as is known to the Directors, other than those disclosed in the
section headed “Connected transactions and continuing connected
transactions” below, none of the Directors, their close associates (as
defined in the Listing Rules) or substantial shareholders (which to the best
knowledge of the Directors owns more than 5% of the Company’s issued
share capital) had any interest in the share capital of any of the five largest
customers and suppliers of the Group.

68 Yongsheng Advanced Materials Company Limited Annual Report 2015

iz =

EEgEEMAER T HET_A=1T—HLH
BEERNREBRE ([REKRE]) BK0.038 T -
HERBERER-_Z—AFRNNFHERETR
0.0287 - Z—AFRENRFENRBAR
REMO0.0658TT - MARNIRBF RS LH/ERS
B REREHEN TR - E-—RFAA=T—
BENARRFBIREMAORIR -

BE_Z-AF+_A=T—RIFRFENYE -
BE RREEBITREIN NI E BRI T4

TEREBREF

BHE-Z-—RAE+_A=+—BILHBEE K&
ERAAEFPELHAOEEAELALSEHBEEED
12.3% MAEBBEAEFEENEEEGAEER
METEMII% HE_E—AF+=-_A=+—H1
MHRFE AEERAABEREEANRBRELAR
EEEFERELN28.1% MAEBZ AL ERELN
REBMASEEBREFELN10.0% -

BEEMA BTXHAEXZRHEWEERS | —
BB MEES RENRTBREA(EER
EHRADKEERR (BEEMAM EEARA
ERITRABES% ) RAEEERAAER L&
PR R B A R M AR o



CHARITABLE DONATIONS

The Group made charitable donations of RMB840,000 during the
financial year ended 31 December 2015 (2014: nil).

BANK BORROWINGS

The Group had no bank borrowings as at 31 December 2015. Details
of bank borrowings of the Group as at 31 December 2014 are set out in
note 24 to the financial statements.

DIRECTORS

The Directors during the financial year ended 31 December 2015 and up
to the date of this annual report were:

Mr. Li Cheng (Z=#) (Chairman)

Mr. Zhao Jidong ( #E# 3 ) (Chief Executive Officer)
Mr. Li Conghua ( Z=Ha%E)

Mr. Ma Qinghai (5 &/8)

Ms. Wong Wai Ling (& 2#)

Mr. Shiping James Wang ( E i)

Dr. Wang Huaping ( £ # %)

Mr. Ma Qinghai, Mr. Li Conghua and Ms. Wong Wai Ling will retire as
Directors at the forthcoming AGM. Being eligible, they offer themselves
for re-election at the AGM. None of the retiring Directors proposed for
re-election at the forthcoming AGM has a service contract with the
Company which is not determinable by the Company within one year
without payment of compensation (other than statutory compensation).
Details of the Directors proposed for re-election at the forthcoming AGM
are set out in the circular of the Company which had been dispatched to
the Shareholders together with this annual report.
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DIRECTOR’S SERVICE CONTRACTS

Each of the Directors has entered into a service contract with the
Company for an initial fixed term of three years commencing from 7
November 2013 (except for Dr. Wang Huaping, whose service contract
commenced on 19 August 2014) subject to termination, among others,
by giving not less than three month’s notice in writing. Each of such
Directors will be subject to retirement by rotation and re-election at AGM
every three years. Mr. Ma Qinghai, Mr. Li Conghua and Ms. Wong Wai
Ling are entitled to an annual director’s fee of HK$100,000 (equivalent to
RMB83,000), HK$100,000 (equivalent to RMB83,000) and HK$130,000
(equivalent to RMB108,000), respectively, as proposed by the Board and
approved by the Shareholders. Director’s fees are payable on a pro-rata
basis for any non-full year’s service. The remuneration of the Directors are
determined with reference to their duties, responsibilities and experience,
and to prevailing market conditions. No Directors have waived or agreed
to waive any emoluments.

INTERESTS IN CONTRACTS

Save as disclosed in this annual report, no contract of significance to
which the Company or any of its subsidiaries was a party and in which a
Director had a material interest, whether directly or indirectly, subsisted at
the end of the Review Period or at any time during the Review Period.

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 Review Period.

CONTRACTS WITH CONTROLLING
SHAREHOLDERS

Save as disclosed in this annual report, no contract of significance had
been entered into between the Company or any of its subsidiaries and the
controlling shareholders of the Company during the Review Period.
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ARRANGEMENTS TO PURCHASE SHARES
OR DEBENTURES

Save for the share option scheme of the Company, at no time during
the financial year ended 31 December 2015 was the Company, its
subsidiaries or its ultimate holding company or any subsidiary of that
ultimate holding company a party 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.

DIRECTOR’S INTERESTS IN COMPETING
BUSINESS

None of the Directors is or was interested in any business apart from
the Group’s business, that competes or competed or is or was likely to
compete, either directly or indirectly, with the Group’s business at any
time during the Review Period and up to and including the date of this
annual report.

CONFIRMATION OF INDEPENDENCE

The Company has received from each of the independent non-executive
Directors an annual confirmation of independence pursuant to Rule 3.13
of the Listing Rules and based on the confirmations received, considers
all the independent non-executive Directors to be independent.

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTEREST AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2015, interests or short positions in the Shares,
underlying Shares and debentures of the Company and any of its
associated corporations (within the meaning of Part XV of the SFO) held
by the Directors and chief executive of the Company which have been
notified to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests and short positions which
were taken or deemed to have under such provisions of the SFO) or have
been entered in the register maintained by the Company pursuant to
section 352 of the SFO, or otherwise have been notified to the Company
and the Stock Exchange pursuant to the Model Code in Appendix 10 to
the Listing Rules are as follows:
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EEERE
(A) Long position in the Shares and underlying (A AR RAERERGNES
Shares
Number of
Shares and
underlying Approximate
Shares held/  percentage of
Name of Director Capacity/Nature interested shareholding
i EEER
% 17 R AEBA B 17 B B e
EEnE Bty HE L 4= Bo
Mr. Li Cheng (“Mr. Li”) (Note 1) Interest in controlled corporation 206,471,700 51.62%
FHLE ([ZFEXRE]) (H7E1) ZEAE R
Mr. Ma Qinghai (‘Mr. Ma”) (Note 2) Beneficial owner 7,075,677 1.77
BE/REE(IRRE]) (HiF2) EREAA
Mr. Zhao Jidong (“Mr. Zhao”) (Note 3) Beneficial owner 7,000,000 1.75
AR SE ([HEE]) (Hi3) EnlAA
Interest of spouse 4,116,427 1.03
fo 4B 2 s

Note 1:

Note 2:

Note 3:

Mr. Li beneficially owns approximately 91.42% of the issued
share capital of Ever Thrive Global Limited which in turn,
beneficially holds 206,471,700 Shares. Therefore, Mr. Li is
deemed or taken to be interested in all the Shares held by Ever
Thrive Global Limited for the purposes of the SFO. Mr. Li is also
the sole director of Ever Thrive Global Limited.

On 6 January 2015, share options to subscribe for 2,200,000
Shares were granted to Mr. Ma. On 30 December 2015, share
options to subscribe for 2,200,000 Shares were granted to
Mr. Ma. Besides, Mr. Ma beneficially owns 2,675,677 Shares.
Therefore, Mr. Ma was interested in 7,075,677 Shares in
aggregate.

On 6 January 2015, share options to subscribe for 3,500,000
Shares were granted to Mr. Zhao. On 30 December 2015,
share options to subscribe for 3,500,000 Shares were granted
to Mr. Zhao. Besides, Ms. Chen Xi, the spouse of Mr. Zhao
beneficially owns 4,116,427 Shares. Therefore, Mr. Zhao is
deemed, or taken to be, interested in the said 4,116,427
Shares for the purpose of the SFO. Accordingly, Mr. Zhao was
interested in 11,116,427 Shares in aggregate.
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EEERE
(B) Long position in shares of associated (B) REEEZERMDNIEFR
corporation
Number of
Name of Associated Shares held/  Percentage of
Name of Director Corporation Capacity/Nature interested shareholding
s EERER R
EEng HEEEEE B HE B EE Bt
Mr. Li Ever Thrive Global Limited Beneficial owner 426 91.42%
e HEIRFBRAA EmEAA
Apart from those disclosed herein, as at 31 December 2015, BRAXFERBEEN RZE—RF+ZA
none of the directors nor the chief executive of the Company had =t+—B EBFHARANRSTHRABLE
any interests or short positions in any of the Shares, underlying RARBSE AR EE (E&RFH K
Shares or debentures of the Company or any of its associated BEIRODAIRD  HBEAROKEEZETFEBR
corporations (within the meaning of the SFO) that is required to be BESH R EEIENFEI5218 B0 A ZIEFTITE
recorded and kept in the register in accordance with section 352 EnMANERESSORE  IREFRESFA
of the SFO or any interests required to be notified to the Company AR E AR Q) KR BT R ] i A o

and the Stock Exchange pursuant to the Model Code.
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SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING
SHARES

As at 31 December 2015, so far as is known to the Directors, the
following persons (other than a Director or chief executive of the
Company) had or were deemed or taken to have an interest or short
position in the Shares or underlying Shares which would fall to be
disclosed to the Company and the Stock Exchange under the provisions
of Divisions 2 and 3 of Part XV of the SFO, or, were directly or indirectly,
interested in 5% or more of the nominal value of any class of share capital
carrying rights to vote in all circumstances at general meetings of any
other member of the Group:

AT RBRA RAAER

R-ZE-AF+-A=+t—H BEZFAAN ATA
T (EFHARANTRTRABRIN HALER
RABEREODXAAEROTEEREESRBME
fERBIEXVERE2 530 BBV IR SR A AN A F) Ko Bt 22 P
BREMRZIAR REXIFEFEFHEENA

REFBERTRARBEERNEMKERARRRKE
ERENEMBERN RN E(ES%H A LA

Number of Approximate

Shares held/  percentage of

Name of Shareholder Capacity/Nature interested shareholding

i HEEER B

BREE A 513, HE ROEE REBF DL

Ever Thrive Global Limited Beneficial owner 206,471,700 51.62%
EERKAR AR EmEAA

Ms. Chen Fangqin (Note) Interest of spouse 206,471,700 51.62%
bR A+ (Bi) AR B E) R 2

Ascent Creation Holdings Limited Beneficial owner 25,960,000 6.49%

BIFZERBR AR BEamEAA

Note: Ms. Chen Fangqin is the spouse of Mr. Li. Therefore, Ms. Chen Fangqgin
was deemed, or taken to be interested in all the Shares in which Mr. Li
had interest for the purposes of the SFO.

SUBSTANTIAL SHAREHOLDERS OF OUR
SUBSIDIARIES

Huvis Corporation held 30% of the equity interest in Hangzhou Huvis
Yongsheng Chemical Fiber Limited as at 31 December 2015. For details,
please refer to the paragraph headed “Yongsheng Chemical Fiber” set
out in the section headed “History and development” of the Prospectus.
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SHARE OPTION SCHEME OF THE COMPANY

The Company adopted a share option scheme (the “Scheme”) on 7
November 2013 as to attract and retain the best available personnel
and to provide additional incentive to the eligible participants under the
Scheme. Pursuant to the Scheme, the Board is authorised, at its absolute
discretion and subject to the terms of the Scheme, to grant options to
subscribe the Shares to any employees (full-time or part-time), Directors,
consultants or advisor of the Group, or any substantial shareholder of the
Group, or any distributor, contractor, supplier, agent, customer, business
partner or service provider of the Group. The Scheme shall be valid and
effective for a period of ten years commencing on 7 November 2013,
subject to early termination provisions contained in the Scheme.

An offer for the grant of options must be accepted within seven days
inclusive of the day on which such offer was made. The amount payable
by the grantee of an option to the Company on acceptance of the offer
for the grant of an option is HK$1.00. The subscription price of a Share
in respect of any particular option granted under the Scheme shall be
a price solely determined by the Board and notified to a participant and
shall be at least the highest of: (j) the closing price of the Shares as stated
in the Stock Exchange’s daily quotations sheet on the date on which an
option is offered to a participant; (i) the average of the closing prices of
the Shares as stated in the Stock Exchange’s daily quotations sheets for
the 5 business days immediately preceding the date on which an option
is offered to a participant; and (i) the nominal value of a Share on the date
on which an option is offered to a participant.

The Company shall be entitled to issue options, provided that the total
number of Shares which may be issued upon exercise of all options to
be granted under the Scheme and any other share option schemes of
the Company must not exceed 10% of the shares in issue on the Listing
Date. The Company may at any time refresh such limit, subject to the
Shareholders’ approval and issue of a circular in compliance with the
Listing Rules, provided that the total number of Shares which may be
issued upon exercise of all outstanding options granted and yet to be
exercised under all the share option schemes of the Company does not
exceed 30% of the Shares in issue from time to time. The total number
of Shares issued and to be issued upon exercise of the options granted
to each participant (including both exercised and outstanding options) in
any 12-month period must not exceed 1% of the Shares in issue unless
approved by the Shareholders in accordance with the requirements of the
Listing Rules.

An option may be exercised in accordance with the terms of the Scheme
at any time during a period as the Board may determine which shall not
exceed ten years from the date of grant subject to the provisions of early
termination thereof.
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As at 31 December 2015, the total number of outstanding options
available for issue under the Scheme was 11,000,000 Shares, which
represented 2.75% of the issued share capital of the Company as at 31
December 2015. As at 31 December 2015, the total number of Shares
which may be allotted and issued under the outstanding options granted
under the Scheme was 29,000,000 Shares, which represented 7.25%
of the issued share capital of the Company as at 31 December 2015. As
at the date of this annual report, the total number of securities available
for issue under the Scheme was 8,700,000 Shares which represented
approximately 2.18% of the issued share capital of the Company as at
the date of this annual report.

During the financial year ended 31 December 2015, 15,000,000 share
options and 16,300,000 share options were granted on 6 January
2015 and 30 December 2015, respectively, under the terms of the
Scheme (collectively, the “Grants”). Details of the Grants are disclosed
in the announcements of the Company dated 6 January 2015 and 30
December 2015, respectively.

The status of the share options granted up to 31 December 2015 is as

RZFE—RAF+-A=+—08 BREZTEA T8
B B IS 42 BI04 12 11,000,000 A% 15 » ABE R A A )
RIE—RAF+_A=+—HEZTERAN2.75% °
R-E—RAF+-_A=+—8 REERETEE
TEARITHERBREN FRERBITHRNDEE A
29,000,000f& %10 - HERARFRZZE—RF+=
AZ+—BHEBITRANT.25% - RAFHAL R
BT 8 ] B 1T B 5 42 80 58,700,0008% A& 17
HERANFRBBEARREEITREAL2.18% -

BHE-Z-—RE+-_A=+—HUIHBEE B%
BR-_ZE—RAF—ARNBR-_Z—HEFE+-_A=+
B 1R & 7% 51 & B9 1§ 5 H115,000,00017 55 A% #E &
16,300,000 B AR 4 (4718 [ ]) - REMFBER
ERARNFBEYORAZZE—RAF—ANHE-ZE
—AE+-_A=+HHNRMHRA-

BEE-Z-—HAFT-A=+—H BERLBERESN

follows: R
Number of unlisted share options
FLmBREHE
Share price of
the Company
Cancelled/ as at the date of
Asat Granted lapsed Exercised Asat31 grant
Name and category 1 January during during during December Date of grant of Vesting period of End of of share
of participant 2015 the year the year the year 2015 share options share options exercise period options
RRARRH
R=%-1% ERmite/ R=%-1F RERER
SHRERERER -A-H ERRM % FRfTE TZAZT-B  EBRERLAH BRESED TEHERAS BENER
(HKD per
Share)
(K27
Directors
Ez
Mr. Zhao Jidong = 3,500,000 = = 3,500,000 6 January 2015 50%: 2 April 2016 to 5 January 2025 1.48
5 January 2025
HERLE Z2-1F-ARB 50%:ZE-AE —2-1%-ARA
MAZAZ-Z-%%
—AnA*
50%: 1 April 2017 to
5 January 2025
50%: —F—t%
MA-BZ-Z-%%
—AnA*
- 3,500,000 - - 3,500,000 30 December 2015 50%: 2 April 2017 to 29 December 2025 1.52
30 December 2025
It ik 50%: —E—t% ke i3
+-A=+H MA-AZ-Z-F1% +-F-thA
+ZA=tA*
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Name and category
of participant

SEEREREH

Number of unlisted share options

FEmERERE
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As at
1 January
2015

R-2-1f
-A-8

Granted
during
the year

ERR

Cancelled/
lapsed Exercised Asat 31
during during December
the year the year 2015

EREd/ Ro2-1%F
K3 Enfit t=A=1-A

Date of grant of
share options

BRERLAS

Share price of
the Company
as at the date of
grant

of share
options
AARRH
PERER
BENER
(HKD per
Share)
(BET)

Vesting period of End of
share options exercise period

BRESEA fTEBERAH

Mr. Ma Qinghai
SEELE

Other employees

AfER

Total
st

Notes:

2,200,000

2,200,000

9,300,000

10,600,000

2,200,000 6 January 2015

—2-1F-A5A

2,200,000 30 December 2015

—2-1F
+=A=1+A

2,300,000 = 7,000,000 6 January 2015

—2-1F-A5A

10,600,000 30 December 2015

~3-Tif
+-A=1H

31,300,000

2,300,000 = 29,000,000

50%: 2 April 2016 to
5 January 2025*

50% : - ~F
WAZRE=S-R%
—ARA*

50%: 1 April 2017 to
5 January 2025*

50%: —E—+&
MA-BE-F_1&
—RnA*

50%: 2 April 2017 to
30 December 2025

50% : —F—tF —E-R%
BA-AZE-Z-Rf +-A=tAA
+-A=tB*

50%: 1 April 2018 to
30 December 2025
50% : - \F
MA-BE-F_R&
+-A=tB*

50%: 2 April 2016 to
5 January 2025*

50% : —E—~F
mA-HE
—ZR_RE-ARA

50%: 1 April 2017 to
5 January 2025

50%: —F—tF
mA-HE
“Z-Rf-ARAC

50%: 2 April 2017 to
30 December 2025
50% : =E—+&
BAZAZE=2-%F
+-f=+B~

50%: 1 April 2018 to
30 December 2025
50% : —E—\F
MA-BE-Z-1&
TZA=tE"

5 January 2025 148

—Z_n%-REA

29 December 2025 1.62

5 January 2025 1.48

—“Z-f%-A1A

29 December 2025 1.52

—E-RfE
+=ZA=t+hA

The vesting and exercise of the options granted under the Scheme on
6 January 2015 are subject to the performance conditions set out in
the announcement of the Company dated 6 January 2015.

* The vesting and exercise of the options granted under the Scheme on
30 December 2015 are subject to the performance conditions set out
in the announcement of the Company dated 30 December 2015.
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CONNECTED TRANSACTIONS AND BEXZREERERS

CONTINUING CONNECTED TRANSACTIONS

BERXRZ

(A) Connected Transaction (A)

On 5 May 2015, Yongsheng Dyeing entered into the sale
and purchase agreement (the “Disposal Agreement I”) with
Yongsheng Group, pursuant to which Yongsheng Group agreed
to purchase the entire registered capital of Hangzhou Yongsheng
Trading (being an indirect wholly-owned subsidiary of the
Company) for a consideration of RMB30,700,000 in cash. On the
same date, Yongsheng Advanced Materials (BVI) Limited ( 5Kk &% %7
M BVIABR A Al) (being a direct wholly-owned subsidiary of
the Company) entered into the sale and purchase agreement (the
“Disposal Agreement II”) with Mr. Li Cheng, pursuant to which
Mr. Li Cheng agreed to purchase the entire issued share capital of
Yongsheng (HK) International Co., Limited ( 7k 5% (&7 ) BB AR
27]) (being an indirect wholly-owned subsidiary of the Company)
for a consideration of HK$15,000,000 in cash.

As at the date of the Disposal Agreement | and the Disposal
Agreement Il, Mr. Li Cheng is the chairman of the Board, an
executive Director and a controlling shareholder of the Company.
He is also interested in 90% of Hangzhou Yongsheng Holdings
Limited* (#7012 B 2 AR B BR 22 &) , which in turn holds 100%
of Yongsheng Group. Therefore, each of Mr. Li and Yongsheng
Group is a connected person of the Company, and the transaction
constitutes a connected transaction under the Listing Rules, details
of which are disclosed in the announcement and circular of the
Company dated 5 May 2015 and 8 July 2015, respectively.
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EEERE
(B) Continuing Connected Transactions (B) HEBEXRS
During the financial year ended 31 December 2015, the Group BHE_Z—hF+_A=T—HILVMBEFE"
entered into the following continuing connected transactions which AEEFTMATEZST ETH R E14AZFTE
are subject to the reporting and annual review requirements set out HRAFEEHNRENRBERER S -
in Chapter 14A of the Listing Rules.
Details of the continuing connected transactions are set out below: BEBEXSHNFRBDENTX:
Master Procurement Agreement ETHREGZ
As Huvis Corporation is a substantial shareholder of Yongsheng BEARRA g HwisBAATRIERZEN B A F
Chemical Fiber, a non-wholly owned subsidiary of the Company, KBEHNETERT BELTHRA KA g
Huvis Corporation is a connected person of the Company under fTHuis B AR EEA L
the Listing Rules.
On 12 November 2013, Huvis Corporation and Yongsheng RZZE—=F+—A+=H %2 tHuvis
Chemical Fiber entered into an agreement pursuant to which our BT, —ERE Bt AFERE
Group agreed to purchase textile-related products for trading and IR AR 1 5 5T B AU G SR R 1 DB Rl AR = & 4t
production of differentiated polyester filament yarn from Huvis Huvisk /s BBt 8 A SR 45 A0 B 2 G DA
Corporation and/or its associate(s) from time to time for a term TEOHREEZNMLKG RS RB=%F " 8
of three years commencing from 1 January 2013 and ending on —E—=Ff—-A-HEEZZT—HF+=A
31 December 2015 in accordance with the terms and conditions =t+—HIE([ERBHZE]) -
stipulated therein (the “Master Procurement Agreement”).
For the year ended 31 December 2015, purchases from Huvis HE-_Z— A+ -_A=+—BLFE =
amounted to approximately RMB35,358,000, which is within the R = &t Huvis B £ B8 40 3 A R #35,358,000
annual cap of RMB80,000,000 as disclosed in the Prospectus. T RZeEBRERERMABEEFELRAR
#:80,000,0007T A ©

Given that the Master Procurement Agreement would expire on EREHBREABR =T —RAFTA=+—
31 December 2015 and the Group intended to continue purchase BiEm &k AEEBREE KNS tHwisk
polyester filament yarn products for trading and production of SEBMERNAREBRERAEDUAEEZE S KX
differentiated polyester filament yarn from Huvis Corporation and/ & EZERME R =4 - R g fHuvis Bk B
or its associate(s), Huvis Corporation and Yongsheng Chemical tEER=-_ZE—AF+-_A=+HEREE=
Fiber entered into a master agreement on 30 December 2015 Z-NF+_A=+—HIE=EFETL*
for three years ending 31 December 2018 (the “New Master HR(IFEXRBHE)) I EBREHE
Procurement Agreement”). The annual caps under the New —E-RF ZE—+LFRERZFT-N\F+=A
Master Procurement Agreement for each of the three years = T—HBLE=EFESFNFELR BAA
ending 31 December 2016, 2017 and 2018 are RMB42,000,000, K % 42,000,0007T * A R #50,000,0007T & A
RMB50,000,000 and RMB60,000,000, respectively. Details of [ #60,000,0007C * ¥T EERRE 3 WA B R E
the New Master Procurement Agreement are disclosed in the RARTIHHA-E—AF+-_A=+HHAQ

announcement of the Company dated 30 December 2015. A
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Confirmations from the independent non-executive
Directors and auditors of the Company

Pursuant to Rule 14A.55 of the Listing Rules, the independent
non-executive Directors had reviewed the above continuing
connected transactions and confirmed that the transactions had
been entered into:

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

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

(i) inaccordance with the relevant agreements governing them
on terms that are fair and reasonable and in the interests of
the Shareholders as a whole.

Pursuant to Rule 14A.56 of the Listing Rules, the Board had
engaged the auditors of the Company to perform certain
assurance procedures on the continuing connected transactions.
Based on the work performed, the auditors of the Company
provided a letter to the Board confirming that nothing had come
to their attention that caused them to believe that the aforesaid
continuing connected transactions:

(i) have not been approved by the Directors;

(i were not entered into in accordance with the pricing policies
of the Group;

(i) were not entered into in accordance with the terms of the
relevant agreements governing such transactions; and

(iv)  have exceeded the annual cap amounts for the year ended
31 December 2015.
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(C) Related Party Transactions

Details of the significant related party transactions undertaken in
the normal course of business of the Group are provided under
note 33 to the financial statements. None of these related party
transactions constitutes a connected transaction as defined under
the Listing Rules that is required to be disclosed, except for those
disclosed above, in respect of which the disclosure requirements
in accordance with Chapter 14A of the Listing Rules have been
complied with.

SUBSEQUENT IMPORTANT EVENT AFTER
THE REVIEW PERIOD

On 7 January 2016, Yongsheng Dyeing, an indirectly wholly-owned
subsidiary of the Company, entered into an asset management
agreement with LJZ Wealth Management (Shanghai) Co., Limited* (
REHMEER (L8)ER2DQE) (‘LIZ Wealth Management”) and
Ping An Bank Co., Limited, Shanghai Branch* (£ Z R 1T ix 0 B R A
7] _E /&% 77) (‘Ping An Bank Shanghai Branch”), pursuant to which
Yongsheng Dyeing agreed to participate in the asset management plan
operated by LJZ Wealth Management and to deposit to the designated
account with Ping An Bank Shanghai Branch an investment amount
of RMB50,000,000 (equivalent to approximately HK$59,000,000). For
further details, please refer to the announcement of the Company dated
7 January 2016.

On 8 January 2016, Yongsheng Dyeing entered into an entrusted loan
agreement with China Merchants Bank Hangzhou Xiaoshan Branch* ( 13
SR 1T MM FE L 2 17) (“CMB”), pursuant to which Yongsheng Dyeing
has entrusted CMB with an amount of RMB50,000,000 for the purpose
of lending the same to Saintyear Holding Co., Ltd* (= TR £ B H
[R 72 7)) for a period of 6 months. For further details, please refer to the
announcement of the Company dated 8 January 2016.

On 29 January 2016, Yongsheng Dyeing, Hangzhou Yongsheng Group
Limited* (#)1 sk BX E= B AR A 7)) and Hangzhou Xiaoshan Yongsheng
Foreign Trading Company Limited* (M & LUk B ¥ 5NE S BR A F])
(“Hangzhou Yongsheng Trading”) entered into a supplemental deed
in relation to the extension of the repayment of the funds borrowed by
Hangzhou Yongsheng Trading and Yongsheng (HK) International Co.,
Limited (78 (&%) BB AR A A]) from the Group. For further details,
please refer to the announcements of the Company dated 28 December
2015, 18 January 2016 and 29 January 2016, and the circulars of the
Company dated 8 July 2015 and 16 February 2016.

*

For identification purpose only
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Report of the Directors
EEERE

Save as disclosed above, there were no important events after the
Review Period and up to the date of this annual report.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of the Directors as at the date of this annual report,
the Company has maintained the prescribed public float of not less than
25% of the Company’s issued shares as required under the Listing Rules.

PERMITTED INDEMNITY PROVISION

The Articles of Association provides that every Director shall be entitled
to be indemnified out of the assets of the Company against all losses or
liabilities which he/she may sustain or incur in or about the execution of
the duties of his/her office or otherwise in relation thereto. The Company
has maintained appropriate Directors’ liability insurance coverage for the
Directors during the financial year ended 31 December 2015.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles of
Association and the laws of Cayman Islands, which would oblige
the Company to offer new Shares on a pro-rata basis to existing
Shareholders.

PURCHASE, SALE OR REDEMPTION OF
SHARES

Neither the Company nor any of its subsidiaries had purchased, sold or
redeemed any listed securities of the Company during the financial year
ended 31 December 2015.

AUDITORS

The financial statements now presented have been audited by Ernst &
Young. Ernst & Young will retire and, being eligible, will offer themselves
for re-appointment at the forthcoming AGM. A resolution for the
re-appointment of Ernst & Young as auditor of the Company will be
proposed at the forthcoming AGM.
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PROPOSED FINAL DIVIDEND AND CLOSURE
OF THE REGISTER OF MEMBERS

The register of members of the Company will be closed from 19 May
2016 to 23 May 2016, both days inclusive, for the purpose of determining
Shareholders’ entitlement to attend the forthcoming AGM to be held on
Monday, 23 May 2016, during which period no transfer of Shares will be
registered. In order to qualify for attending the AGM, the Shareholders
should ensure that all transfers accompanied by the relevant share
certificates and transfer forms are lodged with the Company’s Hong
Kong branch share registrar, Tricor Investor Services Limited, at Level 22,
Hopewell Centre, 183 Queen’s Road East, Hong Kong no later than 4:30
p.m. on 18 May 2016.

The Board recommends the payment of a Final Dividend of HK$0.03
per Share to the Shareholders whose names appear on the register of
members of the Company on Tuesday, 31 May 2016. The payment of the
Final Dividend is subject to approval by the Shareholders at the AGM. If
the resolution for the Final Dividend is passed at the AGM, the register of
members will be closed from 27 May 2016 to 31 May 2016, both days
inclusive, and the Final Dividend is expected to be paid on Thursday,
16 June 2016. In order to qualify for the Final Dividend, the Shareholders
should ensure that all transfers accompanied by the relevant share
certificates and transfer forms are lodged with the Company’s Hong
Kong branch share registrar, Tricor Investor Services Limited, at Level 22,
Hopewell Centre, 183 Queen’s Road East, Hong Kong no later than 4:30
p.m. on 26 May 2016.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the financial results and of the assets and liabilities of the
Group for the last five financial years is set out on pages 183 to 184 of this
annual report.

By Order of the Board

LI Cheng

Chairman and Executive Director
Hong Kong, 23 March 2016
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Independent Auditors’ Report
B R E RS

e

Ernst & Young TKEFEIEBER Tel E3E: +852 2846 9888
EY& i( 22/F, CITIC Tower BEEPIRRNEEIR Fax f8E: +852 2868 4432
? 1 Tim Mei Avenue hiERE2218 ey.com
Central, Hong Kong
To the shareholders of BOKBRFMBERDIBRR

Yongsheng Advanced Materials Company Limited
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Yongsheng
Advanced Materials Company Limited (the “Company”) and its
subsidiaries set out on pages 86 to 182, which comprise the
consolidated statement of financial position as at 31 December 2015,
and the consolidated statement of profit or loss and other comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and
a summary of significant accounting policies and other explanatory
information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITORS’ RESPONSIBILITY

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

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free
from material misstatement.
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An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditors’ judgement, including
the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those
risk assessments, the auditors consider internal control relevant to the
entity’s preparation of consolidated financial statements that give a true
and fair view in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as
well as evaluating the overall presentation of the consolidated financial
statements.

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

OPINION

In our opinion, the consolidated financial statements give a true and fair
view of the financial position of the Company and its subsidiaries as at 31
December 2015, and of their financial performance and cash flows for
the year then ended in accordance with International Financial Reporting
Standards and have been properly prepared in compliance with the
disclosure requirements of the Hong Kong Companies Ordinance.

Ernst & Young

Certified Public Accountants
Hong Kong

23 March 2016
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
EfEEREMEEBAR

Year ended 31 December 2015 HE -Z—RAFE+-_A=+—HIEE

2015 2014
—E-RfF —ET—NF
Notes RMB’000 RMB’000
ih=s ARMT T AREF T
CONTINUING OPERATIONS HEREER
REVENUE W 25 5 491,165 486,361
Cost of sales HHE KR (349,742) (365,308)
Gross profit EH 141,423 121,053
Other income and gains, net H A R a5 R 5 7,902 6,869
Selling and distribution expenses HE & HA X (8,544) (10,210)
Administrative expenses ITEAX (57,435) (41,763)
Finance costs BB KA 7 (975) (3,018)
PROFIT BEFORE TAX FROM REFELEER
CONTINUING OPERATIONS FR %5 A1 5 6 82,371 72,931
Income tax expense FriS % i 2 10 (18,578) (13,582)
PROFIT FOR THE YEAR FROM FAREFEKEEBD
CONTINUING OPERATIONS gl 63,793 59,349
DISCONTINUED OPERATION RIEREET
Profit/(loss) for the year from FRRE R IEEEZBED
a discontinued operation w=H(EE) 11 363 (2,315)
PROFIT FOR THE YEAR F % F| 64,156 57,034
OTHER COMPREHENSIVE INCOME Hth 2 E WA
Other comprehensive income not TEREEBEEERR
to be reclassified to profit or loss HIWMEMEEBA
in subsequent periods:
Exchange differences on translation of REMBRERNER Z58
financial statements 291 (337)
OTHER COMPREHENSIVE INCOME FAEMEEmBA
FOR THE YEAR, NET OF TAX (HERFHIR) 291 (337)
TOTAL COMPREHENSIVE INCOME FAEEWAESE
FOR THE YEAR 64,447 56,697
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

afftEERAEMEERAR

Year ended 31 December 2015 HE-_ZT—RAFE+_-_A=+—HIFE

2015 2014
—ZE-HF —Z—MEF
Notes RMB’000 RMB’000
ihg=s ARMT T AREF T
Profit attributable to: AT G ® A :
Shareholders of the Company VNN 56,230 47,897
Non-controlling interests FEIEIR 7,926 9,137
64,156 57,034
Total comprehensive income attributable to: A T EME 2 E U A48 :
Shareholders of the Company ZAN/NGT 3o 56,521 47,560
Non-controlling interests eI AR R 7,926 9,137
64,447 56,697
EARNINGS PER SHARE ATTRIBUTABLE TO K2 R % 5 JE 1 5 A% 28 7
THE SHAREHOLDERS OF THE COMPANY 13
Basic HA
— For profit for the year —F R RMBAE®¥14.1 cents?  RMBAXH12.0 cents?
— For profit from continuing operations —REFBELCLEBR T RMBAR¥140cents?  RMBAKH126 cents?
Diluted e
— For profit for the year —F W F RMBAK¥140cents?  RMBARH12.0cents?
— For profit from continuing operations —REAFELCEEBRRN RMBAR¥139cents?  RMBAX%12. 6 cents?
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Consolidated Statement of Financial Position

BB BRI R

31 December 2015 —ZE—FHE+-HA=+—H

2015 2014
—E-RfF —ET—NF
Notes RMB’000 RMB’000
ih=s ARMT T AREF T
NON-CURRENT ASSETS FERBEE
Property, plant and equipment Y B R 14 143,053 134,285
Prepayments for property, Y BB kR ER
plant and equipment B FIE 2,561 =
Prepaid land lease payments TEf T ERIA 15 30,150 30,964
Intangible assets mEEE 16 6,395 6,198
Deferred tax assets BT IREE 26 795 8,416
Total non-current assets EREEEBTE 182,954 179,863
CURRENT ASSETS MENEE
Inventories FE 17 40,059 87,829
Trade and bills receivables g 5 RN FIE R EREE 18 91,506 128,981
Prepayments, deposits and ENRE Ee R
other receivables H A e kIR 19 6,195 10,342
Financial assets at fair value through BAFEF ABZED
profit or loss TREE 20 30,448 =
Amounts due from related parties U B 58 5 3R IR 33 50,888 =
Pledged deposits 2 EAEFR 21 5,133 12,937
Cash and cash equivalents HeERREeEEY 21 139,487 128,695
Total current assets MENEEMTR 363,716 368,784
CURRENT LIABILITIES mEBE
Interest-bearing bank loan FFEIRITER 24 - 2,000
Trade and bills payables B RN ERENEE 22 67,092 111,525
Other payables, advances from H At JE A FRIE
customers and accruals RPN ERT R TE 23 40,054 42,741
Government grants BT & B 25 1,100 807
Income tax payable FERPTSH 2,724 9,011
Total current liabilities mENAERSE 110,970 166,084
NET CURRENT ASSETS MEEEFRE 252,746 202,700
TOTAL ASSETS LESS CURRENT REERTDEME
LIABILITIES 435,700 382,563
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Consolidated Statement of Financial Position
SO MR R
31 December 2015 —ZE—HF+-_HA=+—H

2015 2014
—E-hHF —ZT—mF
Notes RMB’000 RMB’000
[{hg=3 AR¥ET R AREFIT
NON-CURRENT LIABILITIES EmEBE
Government grants BT & B 25 13,507 12,325
Deferred tax liabilities B IEAE 26 2,101 =
Total non-current liabilities ERBBEATE 15,608 12,325
Net assets FEE 420,092 370,238
EQUITY =
Equity attributable to shareholders of RNA EIAR R PE AL e
the Company
Share capital &N 27 3,165 3,165
Share premium %15 = B 27 216,330 235,512
Other reserves H 29 161,975 101,265
381,470 339,942
Non-controlling interests FEIE AR R 38,622 30,296
Total equity M R EE 420,092 370,238
Li Cheng Zhao Jidong
=W ik -4
Director Director
EE EFE
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Consolidated Statement of Changes in Equity

EOEREBR

Year ended 31 December 2015 HE -Z—RAFE+-_A=+—HIEE

Attributable to shareholders of the Company

ARAARRER
Foreign
currency  Statutory Non-
Share Share  Retained  translation surplus Other controling Total

capital premium eamings*

reserve” reserve* reserves” Total interests equity

NEBRE EERB

BA BROEE  RERMN

RMB'000 RMB'000  RMB'000
ARBETL ARETR AR%TL

(note 27) (note 27)
(Mizter)  (Wisk27)

Rt e HthE Bt RS BEDEE

RMB'000 RMB'000 RMB'000  RMB'000  RMB'000  RMB'000
ARBTL ARETE ARBTT ARETE ARETRT ARETR

(note 29) (note 29)

il

#29)  (MiEk29)

At 1 January 2014 RZZ-ME—-A—A 3,165 235,512 87,510 (980) 13,305 (46,005) 292,507 24,634 317,141
Profit for the year FRET - - 47,897 - - - 47,897 9,137 57,034
Other comprehensive income FREMEERA:
for the year:
Exchange differences on translation ~ MEM BHREMELEE
of financial statements - - - (337) - - (337) - (337)
Total comprehensive income FREERALE
for the year - - 47807 (337) - - 47560 9137 56,697
Appropriation to statutory reserves PREETRHE - - (3,488) - 3488 = = = =
Acquisition of additional interest in Y BE — R B 2 AR IME S
a subsidiary - - - - - (125) (125) 475) (600)
Dividends paid to non-controlling mIEERER RS
interests - - - - - - - (3,000) (3,000)
At 31 December 2014 RZZ-ME+-A=1+—-8 3,165 235,512 131,919 (1,317) 16,793 (46,130) 339,942 30,296 370,238
Attributable to shareholders of the Company
RAARRER
Foreign Equity-
currency  Statutory settled Non-
Share Share  Retained translation surplus arrangement Other controlling Total
capital  premium  earnings*  reserve*  reserve*  reserve*  reserves* Total interests equity
HERE  EEEH  ERAE
BRE  RHEE RERAN 1N RE RURE EBHRE B FEREZ  EREE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB’000
ARBTRT ARETR ARETRT ARETT ARETRT ARETR ARETr ARETr AR¥ETr ARETFR
(note 27)  (note 27) (note29)  (note29)  (note 28)
(Hister)  (BisEer) (Hiso9)  (Hso9)  (Hfates)
At 31 January 2015 WZE-R%-A=1-H 3,165 235,512 131,919 (1,317) 16,793 - (46,130) 339,942 30,296 370,238
Profit for the year FREH - - 56,230 - - - - 56,230 7,926 64,156
Other comprehensive income for the year: FREMEARA
Exchange differences on translation of BENBRANER 2R
financial statements - - - 291 - - - 291 - 291
Total comprehensive income for the year FREAUALEE - - 56,230 291 - - - 56,521 7,926 64,447
Divicends paid to shareholders of ARRARRRZ RS
the Company - (19,182) - - - - - (19,182) - (19,182)
Divicends paid to non-controling interests ~ FIZEERER 2 TRk S - - - - - - - - (3,600) (3,600)
Appropriation to statutory reserves PREETRE - - (5,458) - 5,458 - - - - -
Capttal injection from non-controling interests ~ 3F k#2514 - - - - - - - - 4,000 4,000
Equity-settled share option arrangements REEEERERH - - - - - 4,189 - 4,189 - 4,189
At 31 December 2015 W=F-81F+=-A=1—-H 3,165 216,330 182,691 (1,026) 22,251 4,189 (46,130) 381,470 38,622 420,092

*

These reserve accounts comprise the consolidated other reserves
of RMB161,975,000 (2014: RMB101,265,000) in the consolidated
statement of financial position.
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Consolidated Statement of Cash Flows

BHRERER

Year ended 31 December 2015 BE-T—AE+-A=+—HILFE

2015 2014
—E-RfF —ZT—NF
Notes RMB’000 RMB’000
ihg=s ARMT T AREF T
CASH FLOWS FROM KEEEFRERE
OPERATING ACTIVITIES
Profit/(loss) before tax: BREATDE T (B518)
From continuing operations REFBEEEE 82,371 72,931
From a discontinued operation REK IS EET (1,217) (3,054)
Adjustments for: HUATEEELRARE:
Finance costs A& AR 2,441 5,266
Interest income FLEWA (5,270) (2,480)
Loss/(gain) on disposal of property, HEWE - RE&ZE
plant and equipment EE () (36) 116
Gain on disposal of subsidiaries HERTB ARk (4,987) =
Fair value gains, net: N EW R
Equity investments at fair value through BRATFEABRE
profit or loss fRiERE (448) =
Depreciation e 14 12,703 12,262
Amortisation of prepaid land lease payments 81 1 1 70 & F I8 8 44 15 814 817
Amortisation of other intangible assets Hihmp EEgiH 16 942 808
(Reversal of) impairment of receivables FEWEIRRE (BE) (87) 12
Write-down of inventories to their net TFE MR = H o #3705
realisable value 1,376 2,279
Equity-settled share option expense NS EEBRERS 28 4,189 =
92,791 88,957
(Increase)/decrease in inventories FE (&M, md (50,244) 23,053
Increase in trade and bills receivables B 5 FEWIE R EEIBIE AN (20,733) (3,064)
(Increase)/decrease in deposits and & & HAb FEYFIE
other receivables (&), md (73,447) 9,390
Increase in equity investments BEAFEF ABEARE
at fair value through profit or loss &N (30,000) =
Increase/(decrease) in trade and B P REMNFIAMENZR
bills payables #wam, CRd) 25,713 (11,294)
Increase in other payables, advances from HEMEHRIE - BEEAR KL
customers and accruals FEST R IEIZ M 67,697 4,289
Cash generated from operations KEFFIRE 11,777 111,331
Interest received B U F B 5,270 4,936
Income tax paid EATEH (18,921) (14,770)
Net cash flows (used in)/from KRR (TR, FTfs
operating activities IR 55 (1,874) 101,497
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Consolidated Statement of Cash Flows

EHRERER

Year ended 31 December 2015 HE-_Z—RAFE+_-_A=+—HILFE

2015 2014
—E-HF —ZT—MEF
Notes RMB’000 RMB’000
ih=s ARMT T AREF T
CASH FLOWS FROM INVESTING REFSRERE
ACTIVITIES
Purchases of items of property, BEYWE WEREEEE
plant and equipment (29,881) (15,601)
Proceeds from disposal of items of property, HEWE BEMREEEH
plant and equipment FriSsA 5,440 259
Additions to other intangible assets REHEMBEREE 16 (1,139) =
Decrease in pledged deposits [REETEE0: TN 23,090 184,424
Additions to pledged deposits G E BTN (29,867) (78,974)
Disposal of financial assets at fair value HERQAFEFABEDN
through profit or loss EREE - 765
Disposal of subsidiaries HEWE QA 34 35,755 =
Net cash flows from investing activities KREREREREFE 3,398 90,873
CASH FLOWS FROM FINANCING RETDRERSE
ACTIVITIES
New bank loans FERITER 35,000 76,205
Acquisition of additional interests U iE — R B 2 Bl BB ME =
in a subsidiary - (600)
Capital injection of non-controlling interests ~ FEIEAR TS KT E 1,200 =
Repayment of bank loans EERITER (2,000) (296,292)
Dividends paid BERRE (19,182) -
Dividend paid to non-controlling interests M IEFE I R R S AR B (3,600) (3,000)
Interest paid ERFLE (2,441) (6,010)
Net cash flows from/(used in) REEHRE, (FTH)
financing activities RenE TR 8,977 (229,697)
NET INCREASE/(DECREASE) IN CASH AND B¢ NIREEEY
CASH EQUIVALENTS #in, (R R 10,501 (37,327)
Cash and cash equivalents FYReRREEEY
at beginning of year 128,695 166,559
Effect of foreign exchange rate changes, net 4N [E & & 8 1) 57 25 58 291 (537)
CASH AND CASH EQUIVALENTS FREGRRLEED
AT END OF YEAR 21 139,487 128,695
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Notes to the Consolidated Financial Statements

B Ot R R M

31 December 2015 —E—HAF+-_A=+—H

CORPORATE AND GROUP INFORMATION 1. RAAIREEER
Yongsheng Advanced Materials Company Limited (the KBFMBAERAR ([AAR])R=ZZE—=
“Company”) was incorporated in the Cayman Islands on 19 April FMAT+NLBEREBERAEHERRIE(ZE—
2012 as an exempted company with limited liability under the ZEEIA)ERSHEIMKR I AER %
Companies Law (2010 Revision) of the Cayman Islands. The AR A A AR B A 5T 9% =E B b ik & Clifton
address of the Company’s registered office is Clifton House, 75 House, 75 Fort Street, PO Box 1350, Grand
Fort Street, PO Box 1350, Grand Cayman KY1-1108, Cayman Cayman KY1-1108, Cayman Islands °
Islands.
The Company and its subsidiaries (the “Group”) are principally AARIREMBAR ([REE]) EBEFE
engaged in the development and manufacture of polyester filament ARZEFE ([FERDHERAERYUEKGR
yarns and 3D printing materials, the provision of dyeing services of 4 R 3DITENM K} - IREZE RN mE R L R
differentiated polyester filament fabric and the trading of polyester BRGEGRHES -
filament yarns in the People’s Republic of China (the “PRC”).
In the opinion of directors, the holding company and the ultimate EFERRBARANERAFIREEIERAR B
holding company of the Company is Ever Thrive Global Limited ERRFKERAR ([ERER]) (—HMEREBE
(“Ever Thrive”), a company incorporated in the BVI and controlled RS MBS W RS A (THERRER])
by Mr. Li Cheng (the “Controlling Shareholder”). EHIR AT o
Information about subsidiaries M A ARV E R
Particulars of the Company’s subsidiaries are as follows: AARMBRARIMFBERT
Particulars of
issued and
Place of incorporation/ fully paid Percentage of equity
Name registration and business share capital attributable to the Company Principal activities
ERTRARE
&% BMAYL/ EMBBRER REFE AARELEESEEANL TEER
Direct Indirect
B &
Yongsheng Advanced Limited liability company incorporated in US$1 100 - Investment holding company
Materials (BVI) Limited the British Virgin Islands (BVI) in Hong Kong
KEFME (BV)BRAA REBRAHS ([RBERES]) E REELEREER
il avk:op =l :9NG|
Yongsheng Advanced Limited liability company US$1 - 100 Investment holding company
Materials (HK) Limited incorporated in Hong Kong in Hong Kong
KEFHHE (BE)BRAR REBAMKLHBRAR e REBREREER
Yongsheng (HK) International Limited liability company US$500,000 - 100 Trading of textile raw materials
Co., Limited incorporated in Hong Kong and products in Hong Kong
K& (BE)BEBRARAR REREMKLOBERAR 500,000% 7T RERREHEBRMHR
ERES

KEFTMEIER AT 20155 3R
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Notes to the Consolidated Financial Statements
=X s T EL
31 December 2015 —ZE—HF+-_A=+—H

1.

CORPORATE AND GROUP INFORMATION

(CONTINUED)

Information about subsidiaries (Continued)

RAREEESR (&)

MELAANER (&)

Particulars of
issued and
Place of incorporation/ fully paid Percentage of equity
Name registration and business share capital attributable to the Company Principal activities
BERTRAR
g BB/ EMGHERES RAFE FARELEEAD L TEXH
Direct Indirect
B B
Hangzhou Huvis Yongsheng Limited liability company RMB200,000,000 - 100 Provision of dyeing services in
Dyeing and Finishing incorporated in the PRC the PRC
Company Limited
MM ERLKERFEERAR RAREEMKINERAR Nz - 100 RPERERELIERE
200,000,0007T
Hangzhou Xiaoshan Yongsheng Limited liability company RMB11,000,000 - 100 Trading of textile raw materials
Foreign Trading Company Limited incorporated in the PRC and products in the PRC
MMBELKEHNESERAF RPBERRINERAA AE® - 100 REERESHERMER
11,000,007 EmZ5
Hangzhou Huvis Yongsheng Limited liability company RMB40,000,000 - 70 Development and manufacture
Chemical Fiber Company Limited incorporated in the PRC of polyester flament yarns in
the PRC
MMERHKXREBRAR WA LN ERA A AES - 70 RPEEERER
40,000,0007T S e ik
Nantong Yongsheng Limited liability company RMB30,000,000 = 92 Development and manufacture
Fiber Advanced Materials incorporated in the PRC of polyester filament yarns in
Company Limited the PRC
AEXESEETHHERAT RREZMKINERRAR AR® - 2 RPEESHEER
30,000,0007¢ HEie Rk
Jiangsu Yongsheng Limited liability company RMB10,000,000 - 60  Development and manufacture
3D Printing Advanced incorporated in the PRC of 3D printing materials
Materials Company Limited* in the PRC
ITERK R = AT ENFT AT R RAREFEMKIOERAR AR® - 60 RPERERER
BRARN 10,000,000 SE= BITEINR
Jiangsu Yongsheng High Polymer Limited liability company RMB10,000,000 - 97.6  Research and development
Advanced Materials Research incorporated in the PRC of high polymer advanced
Institute Company Limited * materials in the PRC
TEKERA M RTREH RAEFME N ERA A AR® - 976 RHEREHERFAES
BRAR" 10,000,0007 AF R

Jiangsu Yongsheng 3D Printing Advanced Materials Company

Limited and Jiangsu Yongsheng High Polymer Advanced
Materials Research Institute Company Limited were established
in May 2015 under PRC law.
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Notes to the Consolidated Financial Statements

2.1 BASIS OF PREPARATION

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

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December 2015.
A subsidiary is an entity (including a structured entity), directly or
indirectly, controlled by the Company. Control is achieved when
the Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those
returns through its power over the investee (i.e., existing rights that
give the Group the current ability to direct the relevant activities of
the investee).

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

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

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

The financial statements of the subsidiaries are prepared for
the same reporting period as the Company, using consistent
accounting policies. The results of subsidiaries are consolidated
from the date on which the Group obtains control, and continue to
be consolidated until the date that such control ceases.

Profit or loss and each component of other comprehensive
income are attributed to the shareholders of the Company and
to the non-controlling interests, even if this results in the non-
controlling interests having a deficit balance. All intra-group assets
and liabilities, equity, income, expenses and cash flows relating to
transactions between members of the Group are eliminated in full
on consolidation.

B Ot R R M EE
31 December 2015 —ZT—RA&F+=-HA=+—H
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B T8
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Notes to the Consolidated Financial Statements
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31 December 2015

2.1

2.2

—E-hF+ZA=+—H

BASIS OF PREPARATION (CONTINUED)
Basis of consolidation (Continued)

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

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

CHANGES IN ACCOUNTING POLICIES
AND DISCLOSURES

The Group applied for the first time certain standards and
amendments, which are effective for annual periods beginning on
or after 1 January 2015. The nature of each new standard and
amendment is described below:

Annual Improvements Amendments to a number of IFRSs
2010-2012 Cycle
Annual Improvements Amendments to a number of IFRSs

2011-2013 Cycle
Amendments to IAS 19 Defined Benefit Plans:
Employee Contributions

Although these new standards and amendments apply for the
first time in 2015, they do not have a material impact on the
consolidated financial statements of the Group.

The Company has also adopted the amendments to the Listing
Rules issued by the Hong Kong Stock Exchange relating to the
disclosure of financial information with reference to the Hong Kong
Companies Ordinance (Cap. 622) during the current financial year.
The main impact to the financial statements is on the presentation
and disclosure of certain information in the financial statements.
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Notes to the Consolidated Financial Statements
=Xy S T EL
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2.3 ISSUED BUT NOT YET EFFECTIVE 2.3 B EME AR A R B B B 75 3
INTERNATIONAL FINANCIAL REPORTING H A
STANDARDS
The standards and interpretations that are issued, but not yet TXHBEEEREES I BmERTIEZAR
effective, up to the date of issuance of the Group’s consolidated A8 M5 1B 1) R AR R ZE I J 52 o AR SR B B0 &
financial statements are disclosed below. The Group intends to SEAESREMNZSEL (HER) -

adopt these standards, if applicable, when they become effective.

IFRS 9 Financial Instruments? B B 5 o A 22 R 2T A?
F9%
Amendments to IFRS 11 Accounting for Acquisitions of Eil 5”& B ISR 4R WEEERBERE
Interests in Joint Operations’ F1RIER] TR
IFRS 14 Regulatory Deferral Accounts® B0 P B 75 ¥ 5 2 A EEBLEF
F145%
IFRS 15 Revenue from Contracts with B B 75 s o 2E A KEEFEHEHA?
Customers? 155
IFRS 16 Leases* PR B 75 S 5 2 R HE!
*”1 G%F
Amendments to IAS 7 Disclosure Initiative® RE R ETR BEEP
E’\] &&]
Amendments to IAS 12 Recognition of Deferred Tax Assets for BRest &R 125 BEKE BB R
Unrealised Losses® MIEE] HEEE®
Amendments to IAS 16 Clarification of Acceptable Methods of B et ERIFE16 N EFIEZH 6 ERE
and 1AS 38 Depreciation and Amortisation’ Bl & st 2 A 25 385K wE
MIBET
Amendments to IAS 16 Agriculture: Bearer Plants’ B e ERIE165 R EX - LEMLEY
and IAS 41 Bl g et R 4158
g ET
Amendments to IAS 27 Equity Method in Separate Financial Bl & 5 ERIE275R BB BRE L
Statements’ Mg ]
Annual Improvements Amendments to a number of IFRSs’ “T-—FF ZIEER B IR A
2012-2014 Cycle —E-NFEE HIEET
SEIER!S S
Amendments to IFRS 10 Sale or Contribution of Assets B B 7% S 22 A REZFHRB LN A
and IAS 28 between an Investor and its F105 KB B 5 EELRZENEE
Associate or Joint Venture® —"E A 285k BB 5T &t A
Amendments to IAS 1 Disclosure Initiative’ RE R E 15 BEE
E’\] &&]
Amendments to IFRS 10,  /nvestment Entities: Applying the B B 75 o A 22 R REER EFGEAR
IFRS 12 and IAS 28 Consolidation Exception’ £10%% - BIFR B 75 #IPIIME R
BEERE125 R
)l ]
F285HIER]

KEFTMEIER AT 20152k
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2.3

24

—E-hF+=ZA=+—H
ISSUED BUT NOT YET EFFECTIVE

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

U Effective for annual periods beginning on or after 1 January

2016

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

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

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

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

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

. In December 2015, the IASB postponed the effective date of
this amendment indefinitely pending the outcome of its research
project on the equity method of accounting.

The Group is in the process of making an assessment of the impact
of these new and revised IFRSs upon initial application.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

Business combinations and goodwill

Business combinations are accounted for using the acquisition
method. The consideration transferred is measured at the
acquisition date fair value which is the sum of the acquisition date
fair values of assets transferred by the Group, liabilities assumed
by the Group to the former owners of the acquiree and the
equity interests issued by the Group in exchange for control of
the acquiree. For each business combination, the Group elects
whether to measure the non-controlling interests in the acquiree
that are present ownership interests and entitle their holders to a
proportionate share of net assets in the event of liquidation at fair
value or at the proportionate share of the acquiree’s identifiable
net assets. All other components of non-controlling interests are
measured at fair value. Acquisition-related costs are expensed as
incurred.

When the Group acquires a business, it assesses the financial
assets and liabilities assumed for appropriate classification and
designation in accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisition date.
This includes the separation of embedded derivatives in host
contracts of the acquiree.

If the business combination is achieved in stages, the previously
held equity interest is remeasured at its acquisition date fair value
and any resulting gain or loss is recognised in profit or loss.
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Notes to the Consolidated Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)

Business combinations and goodwill
(Continued)

Any contingent consideration to be transferred by the acquirer
is recognised at fair value at the acquisition date. Contingent
consideration classified as an asset or liability is measured
at fair value with changes in fair value recognised in profit or
loss. Contingent consideration that is classified as equity is not
remeasured and subsequent settlement is accounted for within
equity.

Goodwill is initially measured at cost, being the excess of the
aggregate of the consideration transferred, the amount recognised
for non-controlling interests and any fair value of the Group’s
previously held equity interests in the acquiree over the identifiable
net assets acquired and liabilities assumed. If the sum of this
consideration and other items is lower than the fair value of the net
assets acquired, the difference is, after reassessment, recognised
in profit or loss as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost less any
accumulated impairment losses. Goodwill is tested for impairment
annually or more frequently if events or changes in circumstances
indicate that the carrying value may be impaired. The Group
performs its annual impairment test of goodwill as at 31 December.
For the purpose of impairment testing, goodwill acquired in a
business combination is, from the acquisition date, allocated to
each of the Group’s cash-generating units, or groups of cash-
generating units, that are expected to benefit from the synergies of
the combination, irrespective of whether other assets or liabilities of
the Group are assigned to those units or groups of units.

Impairment is determined by assessing the recoverable amount of
the cash-generating unit (group of cash-generating units) to which
the goodwill relates. Where the recoverable amount of the cash-
generating unit (group of cash-generating units) is less than the
carrying amount, an impairment loss is recognised. An impairment
loss recognised for goodwill is not reversed in a subsequent
period.

Where goodwill has been allocated to a cash-generating unit (or
group of cash-generating units) and part of the operation within
that unit is disposed of, the goodwill associated with the operation
disposed of is included in the carrying amount of the operation
when determining the gain or loss on the disposal. Goodwill
disposed of in these circumstances is measured based on the
relative value of the operation disposed of and the portion of the
cash-generating unit retained.
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2.4 SUMMARY OF SIGNIFICANT 24 TESHBRBE (&)

ACCOUNTING POLICIES (CONTINUED)
Fair value measurement

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

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

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

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

Level 1 - based on quoted prices (unadjusted) in active
markets for identical assets or liabilities
Level 2 - based on valuation techniques for which the

lowest level input that is significant to the fair
value measurement is observable, either directly
or indirectly

Level 3 — based on valuation techniques for which the
lowest level input that is significant to the fair
value measurement is unobservable

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

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)
Impairment of non-financial assets

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

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

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

B Ot R R M EE
31 December 2015 —ZT—A&F+=-HA=+—H

24 FESHHBEME (&)

FEMEERIE

M—HEE(ITREFE BEHBEE &
ﬂé?&#ﬁ@é?)ﬁﬁﬂ@ﬁ% HAE
FETEERNR  MFREHZEENTRE
- —REEMNANEDSRRZEEXRS
Fiﬁﬁmﬁﬁﬁﬁ&ﬁ“$@ﬁﬁﬁﬂ$m
HEZENBRENE YHBEEEEE TN
#E'ﬁ%ééﬁlﬂﬁiﬁﬁkkrtﬁi
REMEEXEEARNMELRSRANE
,ﬂME%%ﬁT'QM%QE%%ﬁiﬁi
BUEFEAKEEE-

BEEMNRHEBREENKESRERK T
CHERRBEBR - £ EEREER  AER
BATREBEF R RRERENEERE
i 5% 97 2R K78 R BR T 35 B B AT AT (il 0 2 R B
EMZEENTERR REBBEERTS
HEEE RN SRR EE SRR BT
kR

REREMREGFEEDARRBR AT
ROBEBEETRTEFEXRD L - IRE
EZPR - Ale e liE e - B EmERS
BE(TEEBRB)REBERENEEXE
EE B T W Bl & B AP (R R RO b BT H 3R 2 B i
B - il 7B R I B E R R E R
BTSSR REEENREE (MR
ERFTE ) BRAEBBNEDNE
ELMEF ABRT -

xmEteaRAT 2osEm 101



Notes to the Consolidated Financial Statements
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Related parties

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

(@  the party is a person or a close member of that person’s
family and that person

U

(i)

(i)

or

has control or joint control over the Group;

has significant influence over the Group; or

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

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

U

(i)

(i)

(vi)

(vii)

(viil

the entity and the Group are members of the same
group;

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

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

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

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

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

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

the entity, or any member of a group of which it is a
part, provides key management personnel services to
the Group or to the parent of the Group.
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Notes to the Consolidated Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)

Property, plant and equipment and
depreciation

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

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

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

Buildings 2.25% t0 2.5%
Plant and machinery 6.4% to 9%
Vehicles 18% to 22.5%

Office equipment, leasehold

improvement and others 18% to 45%
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Notes to the Consolidated Financial Statements
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Property, plant and equipment and
depreciation (Continued)

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

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

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

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial
recognition at cost. The cost of intangible assets acquired in a
business combination is the fair value at the date of acquisition.
The useful lives of intangible assets are assessed to be either finite
or indefinite. Intangible assets with finite lives are subsequently
amortised over the useful economic life and assessed for
impairment whenever there is an indication that the intangible asset
may be impaired. The amortisation period and the amortisation
method for an intangible asset with a finite useful life are reviewed
at least at each financial year end.
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Notes to the Consolidated Financial Statements
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2.4 SUMMARY OF SIGNIFICANT 24 FESHBEME (&)
ACCOUNTING POLICIES (CONTINUED)
Intangible assets (other than goodwill) EmEEE (BERH) (&)
(Continued)
Technical know-how 1 41 %
Acquired technical know-how of manufacturing processes is FrES A BEERENRIMAMBMIZE LK ARE
shown at historical cost. Acquired technical know-how are PR FTEBHBIMABIZESEBANEE
capitalised on the basis of the costs incurred to acquire the know- ERKARBEFTTE AR - W 10F b 5] 58 F F 5
how and are amortised over their estimated useful lives of 10 Ak 8 o
years.
Computer software FrEBE M
Acquired computer software is shown at historical cost and is FrEGSHERERGIER LK AETY T Wik
capitalised on the basis of the costs incurred to acquire the specific BEEETERHMEENKRNBITER ZFK
software. These costs are amortised over their estimated useful AR10F B ETRAI(E A F B 88 o

lives of 10 years.

Sewage pipe usage right SEKREAE

Acquired sewage pipe usage right is shown at historical cost and FrES 8 5 /KR ABERE LK AES R I
is capitalised on the basis of the cost incurred to acquire the use RESEACHBEMEENOKNABTELR B
right. The costs are amortised over the contractual lives of 20 AR A0 & M FEIAEE -

years.

Expenditure incurred on projects to develop new products is REHNEREEEANRZEEUTEEEFE
capitalised and deferred only when the Group can demonstrate AR A E AL W IR IE - AN B R AT T
the technical feasibility of completing the intangible asset so that M EAEREREENFREERFEFRNILES:
it will be available for use or sale, its intention to complete and its EERZEENEER THERENFERRKEEZ
ability to use or sell the asset, how the asset will generate future BE ZEENREERREEN: BB A
economic benefits, the availability of resources to complete the BRTKIEE ARRAERBENFAZ MR 5
project and the ability to measure reliably the expenditure during M8 THEZSHEINERRBER R
the development. Product development expenditure which does EERXIH

not meet these criteria is expensed when incurred.

Leases HE

Leases that transfer substantially all the rewards and risks of HBREEMAE CETEERIN NBRBD
ownership of assets to the Group, other than legal title, are Em&ERTAEBENEESIERERE - &
accounted for as finance leases. At the inception of a finance lease, BHERBN HEEEKAZREHESHIA
the cost of the leased asset is capitalised at the present value BEETER  WEER (FEZB2ERIN) —H5
of the minimum lease payments and recorded together with the RUARMBERBMEMRN REERNEEMR
obligation, excluding the interest element, to reflect the purchase EREMEEFAYE BMERREH WiRE
and financing. Assets held under capitalised finance leases are ERBEGG A FEREHME R RE AR
included in property, plant and equipment, and depreciated over E-ZZHEMRMEKAB BT - UUE
the shorter of the lease terms and the estimated useful lives of the ATEEBARNREHER

assets. The finance costs of such leases are charged to profit or
loss so as to provide a constant periodic rate of charge over the
lease terms.
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Notes to the Consolidated Financial Statements
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2.4 SUMMARY OF SIGNIFICANT 24 TESHBERBE (&)

ACCOUNTING POLICIES (CONTINUED)
Leases (Continued)

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

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

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

Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as financial
assets at fair value through profit or loss and loans and receivables
as appropriate. When financial assets are recognised initially,
they are measured at fair value plus transaction costs that are
attributable to the acquisition of the financial assets, except in the
case of financial assets recorded at fair value through profit or loss.

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

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)

Investments and other financial assets
(Continued)

Subsequent measurement

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

Financial assets at fair value through profit or loss

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

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

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

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. After initial measurement, such assets are subsequently
measured at amortised cost using the effective interest rate
method less any allowance for impairment. Amortised cost is
calculated by taking into account any discount or premium on
acquisition and includes fees or costs that are an integral part of
the effective interest rate. The effective interest rate amortisation
is included in other income and gains in the statement of profit
or loss and other comprehensive income. The loss arising from
impairment is recognised in the statement of profit or loss and
other comprehensive income in finance costs for loans and in other
income and gains, net for receivables.
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Notes to the Consolidated Financial Statements
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2.4 SUMMARY OF SIGNIFICANT 24 TESHBERBE (&)

ACCOUNTING POLICIES (CONTINUED)
Derecognition of financial assets

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

° the rights to receive cash flows from the asset have expired;
or

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

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

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

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)
Impairment of financial assets

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

Financial assets carried at amortised cost

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

The amount of any impairment loss identified is measured as the
difference between the asset’s carrying amount and the present
value of estimated future cash flows (excluding future credit losses
that have not yet been incurred). The present value of the estimated
future cash flows is discounted at the financial asset’s original
effective interest rate (i.e., the effective interest rate computed at
initial recognition).
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Impairment of financial assets (Continued)
Financial assets carried at amortised cost (Continued)

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

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

Assets carried at cost

If there is objective evidence that an impairment loss has been
incurred on an unquoted equity instrument that is not carried at
fair value because its fair value cannot be reliably measured, or on
a derivative asset that is linked to and must be settled by delivery
of such an unquoted equity instrument, the amount of the loss is
measured as the difference between the asset’s carrying amount
and the present value of estimated future cash flows discounted
at the current market rate of return for a similar financial asset.
Impairment losses on these assets are not reversed.

Financial liabilities
Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as loans and
borrowings.

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

The Group’s financial liabilities include trade and other payables,

amounts due to the ultimate holding company and related parties
and interest-bearing loans and borrowings.
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Notes to the Consolidated Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)
Financial liabilities (Continued)
Subsequent measurement

The subsequent measurement of loans and borrowings is as
follows:

Loans and borrowings

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

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

Derecognition of financial liabilities

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

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

Offsetting of financial instruments

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

B Ot R R M EE
31 December 2015 —ZE—RA&F+=-HA=+—H

24 FESHBEME (&)

TEEE (&)
R

ERREHRERIZAT A&

BEHMREH

NHEHERE FFRERRBERERAERERN X
RIRBIHEAAGE  ERTRFELTEN
AR ARSI - gk R B RN R L HER B B R
FERBRANETHHBENBETER-

AHEBERAR DR RMEARBTEREE
LREBERNETARRBONERIKAN B
BRA R AR AR R R A2 ERARNE

R

InS JJ:E%%J%%E EE

&

CRABERBEETRER BUBHE MR &L

HREERMAEBERS —HAR-—ERARKM
BABD K TRNBEMRK BEAE
EV B ARIRIEET > R BIEVR B AT AR I
HRREEERERHFAGENTAEE M8
BREE M Z AN B AR o

HEETMIA

HRBEAAITRRE AN EHEC HRSHEE
BRBAREEGEE IAREREERAEE
BE AeREERSRAGANEBERFER
BRI RER -

KEFTMEIER AT 20152k

111



Notes to the Consolidated Financial Statements
=Xy s T EL
31 December 2015 —ZE—HF+-_A=+—H

2.4 SUMMARY OF SIGNIFICANT 24 TESHBERBE (&)

ACCOUNTING POLICIES (CONTINUED)
Inventories

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

Cash and cash equivalents

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

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

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is probable
that a future outflow of resources will be required to settle the
obligation, provided that a reliable estimate can be made of the
amount of the obligation.

When the effect of discounting is material, the amount recognised
for a provision is the present value at the end of the reporting period
of the future expenditures expected to be required to settle the
obligation. The increase in the discounted present value amount
arising from the passage of time is included in finance costs in the
statement of profit or loss and other comprehensive income.
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Notes to the Consolidated Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)
Income tax

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

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

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

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

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

o in respect of taxable temporary differences associated with
investments in subsidiaries, when the timing of the reversal
of the temporary differences can be controlled and it is
probable that the temporary differences will not reverse in the
foreseeable future.
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Notes to the Consolidated Financial Statements
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2.4 SUMMARY OF SIGNIFICANT 24 TESHBERBE (&)

ACCOUNTING POLICIES (CONTINUED)
Income tax (Continued)

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

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

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

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

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

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

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)
Government grants

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

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

Revenue recognition

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

(@  from the rendering of services, when the services have been
rendered and it is probable that the economic benefits will
flow to the Group and the relevant fees can be measured
reliably;

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

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

(d) interest income, on an accrual basis using the effective
interest method by applying the rate that exactly discounts
the estimated future cash receipts over the expected
life of the financial instrument or a shorter period, when
appropriate, to the net carrying amount of the financial asset.
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Notes to the Consolidated Financial Statements
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2.4 SUMMARY OF SIGNIFICANT 24 TESHBERBE (&)

ACCOUNTING POLICIES (CONTINUED)
Share-based payments

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

The cost of equity-settled transactions with employees for grants
is measured by reference to the fair value at the date at which they
are granted. The fair value is determined by an external valuer using
a binomial model, further details of which are given in note 28 to the
financial statements.

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

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

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)
Share-based payments (Continued)

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

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

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

The dilutive effect of outstanding options is reflected as additional
share dilution in the computation of earnings per share.
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Notes to the Consolidated Financial Statements
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Other employee benefits
Pension schemes

The Group participates in the national pension schemes as defined
by the laws of the countries in which it has operations.

The employees of the Group’s subsidiaries which operate in
Mainland China are required to participate in a central pension
scheme operated by the local municipal government. These
subsidiaries are required to contribute 20% of their payroll costs to
the central pension scheme. The contributions are charged to profit
or loss as they become payable in accordance with the rules of the
central pension scheme.

The Group operates a defined contribution Mandatory Provident
Fund retirement benefit scheme (the “MPF Scheme”) under the
Mandatory Provident Fund Schemes Ordinance for its employees
of the Group’s subsidiaries which operate in the Hong Kong SAR.
Contributions are made based on a percentage of the employees’
basic salaries and are charged to profit or loss as they become
payable in accordance with the rules of the MPF Scheme. The
assets of the MPF Scheme are held separately from those of
the Group in an independently administered fund. The Group’s
employer contributions vest fully with the employees when
contributed into the MPF Scheme.

Borrowing costs

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

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)
Dividends

Final dividends are recognised as a liability when they are
approved by the shareholders in a general meeting. In prior
years, final dividends proposed by the directors were classified
as a separate allocation of retained profits within the equity
section of the statement of financial position, until they have been
approved by the shareholders in a general meeting. Following the
implementation of the Hong Kong Companies Ordinance (Cap.
622), proposed final dividends are disclosed in the notes to the
financial statements.

Interim dividends are simultaneously proposed and declared,
because the Company’s memorandum and articles of association
grant the directors the authority to declare interim dividends.
Consequently, interim dividends are recognised immediately as a
liability when they are proposed and declared.

Foreign currencies

The Company’s functional currency is HK dollars (‘HKD”); because
most of the subsidiaries’ functional currencies are Renminbi
(“RMB”), these financial statements are presented in RMB.
Each entity in the Group determines its own functional currency
and items included in the financial statements of each entity
are measured using that functional currency. Foreign currency
transactions recorded by the entities in the Group are initially
recorded using their respective functional currency rates prevailing
at the dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies are translated at the functional
currency rates of exchange ruling at the end of the reporting period.
Differences arising on settlement or translation of monetary items
are recognised in profit or loss.

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

ACCOUNTING POLICIES (CONTINUED)
Foreign currencies (Continued)

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

The resulting exchange differences are recognised in other
comprehensive income and accumulated in the foreign currency
translation reserve. On disposal of a foreign operation, the
component of other comprehensive income relating to that
particular foreign operation is recognised in profit or loss.

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

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

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

Judgement

In the process of applying the Group’s accounting policies,
management has made the following judgement, apart from those
involving estimations, which has the most significant effect on the
amounts recognised in the financial statements:
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES
(CONTINUED)

Withholding tax arising from the distribution of dividends

The Group’s determination, as to whether to accrue withholding
taxes arising from the distributions of dividends by certain
subsidiaries according to the relevant tax rules enacted in the
jurisdictions, is subject to judgement on the plan of the distribution
of dividends. At 31 December 2015, the carrying value of deferred
tax liabilities relating to withholding tax was approximately
RMB7,251,000 (2014: RMB3,910,000).

Estimation uncertainty

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

Impairment of non-financial assets (other than goodwill)

The Group assesses whether there are any indicators of
impairment for all non-financial assets at the end of each reporting
period. Indefinite life intangible assets are tested for impairment
annually and at other times when such an indicator exists. Other
non-financial assets are tested for impairment when there are
indicators that the carrying amounts may not be recoverable. An
impairment exists when the carrying value of an asset or a cash-
generating unit exceeds its recoverable amount, which is the
higher of its fair value less costs of disposal and its value in use.
The calculation of the fair value less costs of disposal is based
on available data from binding sales transactions in an arm’s
length transaction of similar assets or observable market prices
less incremental costs for disposing of the asset. When value in
use calculations are undertaken, management must estimate the
expected future cash flows from the asset or cash-generating
unit and choose a suitable discount rate in order to calculate the
present value of those cash flows. At 31 December 2015, no
impairment loss has been recognised for non-financial assets
(2014: Nil).
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3. SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES
(CONTINUED)

Estimation uncertainty (Continued)
Deferred tax assets

Deferred tax assets are recognised for unused tax losses and
deductible temporary differences to the extent that it is probable
that taxable profit will be available against which the losses and
deductible temporary differences can be utilised. Significant
management judgement is required to determine the amount of
deferred tax assets that can be recognised, based upon the likely
timing and level of future taxable profits together with future tax
planning strategies. The outcome of their actual utilisation may
be different. The carrying value of deferred tax assets relating to
recognised deductible temporary differences at 31 December
2015 was approximately RMB5,885,000 (2014: RMB10,572,000).
The carrying value of deferred tax assets relating to recognised
tax losses at 31 December 2015 was approximately RMB127,000
(2014: RMB1,759,000). Further details are contained in note 26 to
the financial statements.

Income tax

The Group is subject to income taxes in various regions. As
a result, certain matters relating to the income taxes have not
been confirmed by the local tax bureau, objective estimates and
judgments based on currently enacted tax laws, regulations and
other related policies are required in determining the provision
for corporate income taxes. Where the final tax outcome of
these matters is different from the amounts originally recorded,
the differences will impact on the corporate income tax and tax
provisions over the period in which the differences are realised. The
income tax expenses for the year ended 2015 was approximately
RMB18,578,000 (2014: RMB13,582,000). At 31 December 2015,
the carrying value of income tax payable was approximately
RMB2,724,000 (2014: RMB9,011,000).
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES
(CONTINUED)

Estimation uncertainty (Continued)
Impairment of trade and other receivables

Impairment of trade and other receivables is made based on an
assessment of the recoverability of trade and other receivables.
The identification of impairment requires management’s judgments
and estimates. Where the actual outcome is different from the
original estimate, such differences will impact on the carrying
values of the trade and other receivables and impairment loss
over the period in which such estimate has been changed. At
31 December 2015, the provision for impairment of trade and
other receivables was approximately RMB1,350,000 (2014
RMB5,102,000).

Net realisable value of inventories

Net realisable value of inventories is the estimated selling price in
the ordinary course of business less estimated selling expenses.
These estimates are based on the current market condition and the
historical experience of selling products of a similar nature. It could
change significantly as a result of changes in market conditions.
Management reassesses these estimates at each reporting date.
At 31 December 2015, the net carrying value of inventories was
approximately RMB40,059,000 (2014: RMB87,829,000).

Share-based compensation

The fair value of most share options granted by the Group is
estimated using the binomial model. Use of a valuation model
requires management to make certain assumptions with respect to
selected model inputs. Management estimates expected volatility
based on the historical volatility of the comparable company’s
stock. Expiration date is the basis for determining the expected
life of an option. The risk-free interest rate is based on treasury
yield curve rates with a remaining term which approximates the
expected life assumed at the date of grant. Changes in these
input variables would affect the amount of expense associated
with share-based compensation. The compensation expense
recognised for all share-based awards is net of estimated
forfeitures. The Company estimates forfeiture rates based on
historical analysis of option forfeitures. If actual forfeitures vary from
estimated forfeitures, adjustments to compensation expense may
be required. For the year ended 31 December 2015, the equity-
settled share option expense was approximately RMB4,189,000
(2014: Nil).
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31 December 2015

4.

—E-RF+ZA=+—H
OPERATING SEGMENT INFORMATION
For management purposes, the Group is organised into business

units based on their products and services and has three
reportable operating segments as follows:

— Production: Production of polyester filament yarns and 3D
printing materials;

— Processing: The dyeing processing of differentiated
polyester filament yarn;

- Trading: Trading of polyester filament yarns.

Management monitors the results of the Group’s operating
segments separately for the purpose of making decisions about
resources allocation and performance assessment. Segment
performance is evaluated based on profit before tax without
allocation of interest income/(costs) and other expenses which are
not occurred directly for operating segments.

Segment assets exclude corporate cash and deferred tax assets
as the asset is managed on a group basis.

Segment liabilities exclude corporate accruals, payroll payable,
deferred tax liabilities and income tax payable as the liability is
managed on a group basis.

Intersegment sales and transfers are transacted with reference to
the selling prices used for sales made to third parties at the then
prevailing market prices.

No further geographical segment information is presented as the
Group’s revenue from external customers is derived mainly from
its operation in the Mainland China and no non-current assets are
located outside the Mainland China.
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Notes to the Consolidated Financial Statements

OPERATING SEGMENT INFORMATION

(CONTINUED)

Operating segments

31 December 2015

B O B IR AR MIEE

—F—AFT=A=1—A

—=

4. REFHER (F)

g

Pl

Year ended 31 December 2015
BE-_E-IF+t-A=t-HLEE

Production  Processing Trading Total
EE mI =] @t
RMB’000 RMB’000 RMB’000 RMB’000
ARETR AR®Tx AR%®TRT AR¥TxR
Segment revenue 2
Sales to external customers HETHARP 310,024 176,863 4,278 491,165
Revenue from continuing operations BELE LS 491,165
Segment results SEHEE 47,083 40,568 314 87,965
Reconcilations: Hk:
Corporate and other unallocated expenses AR REMF AT (9,727)
Interest income FEWA 5,108
Finance costs BEMK (975)
Profit before tax from continuing operations ST E MR ATE T 82,371
Segment assets SBEE 269,200 373,573 = 642,773
Reconciliations: #EE:
Corporate and other unallocated assets DA REMASEEE 5,979
Elimination of intersegment receivables D S A YRR (102,082)
Total assets BEE 546,670
Segment liabilities FHEE 108,197 117,090 - 225,287
Reconcilations: bl
Corporate and other unallocated liabilities NalkEpARAEEE 3,373
Elimination of intersegment payables KD S EAER IR (102,082)
Total liabllities LEE 126,578
Other segment information HitraBEH
Depreciation and amortisation nEREH 7,294 7,011 - 14,305
Write-down of inventories to BEMRZETEBEEE
their net realisable value - 304 - 304
Reversal of provision for impairment of FEU R (B o
receivables 9) (78) - (87)
Capital expenditure” BN 20,193 6,463 - 26,656
* Capital expenditure consists of additions to property, plant and * BEARZBIERBYE WERZEBEARE

equipment and intangible assets. FAEE-
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4. OPERATING SEGMENT INFORMATION

(CONTINUED)

4. KESHER (F)

Operating segments (Continued) LESE (&)
Year ended 31 December 2014
BE-Z-WE+-A=1+-HItEE
Production Processing Trading Total
HE mT B5 et
RMB’'000 RMB’000 RMB'000 RMB’'000
ARETT ARETT ARETT ARETR
Segment revenue Uz
Sales to external customers BETIRER 317,602 146,479 22,280 486,361
Inter-segment 5 E 109 = = 109
317,711 146,479 22,280 486,470
Reconciliation: Hk
Elimination of intersegment sales B HEAHER (109)
Revenue from continuing operations BELEEBN RS 486,361
Segment results DHEE 50,564 30,077 4,101 84,742
Reconciliations: B
Corporate and other unallocated expenses ARREMASBERZ (13,947)
Interest income FISHA 5,154
Finance costs BB (3,018)
Profit before tax from continuing operations RIS BT AR 72,931
Segment assets STBEE 234,593 294,433 - 529,026
Reconcilations: #E -
Corporate and other unallocated assets NEalkEMRABREE 22,972
Elimination of intersegment receivables 5 30 B MR IR (198,492)
Assets related to a discontinued operation H-TRR FCEEBREENEE 195,141
Total assets BEE 548,647
Segment liabilities FHEE 113,608 108,746 = 222,354
Reconcilations: #
Corporate and other unallocated liabilities AR REBRSEAE 863
Elimination of intersegment payables B BEAERRE (198,492)
Liabilities related to a discontinued operation B —IEA FEEEHEBNEE 153,684
Total liabllities BakE 178,400
Other segment information Htp AR
Depreciation and amortisation wEREE 0 7,235 6,209 = 13,444
Write-down of inventories to REMRBREETEREE
their net realisable value 322 - = 322
Reversal of provision for impairment of B R EREED
receivables 29 - - 29
Capital expenditure* BARS 6,217 9,612 = 15,829

*

Capital expenditure consists of additions to property, plant and
equipment and intangible assets.

1 26 Yongsheng Advanced Materials Company Limited Annual Report 2015

*

BERRAXBRRENE BERRENNLE
WEE-



Notes to the Consolidated Financial Statements
SOt R
31 December 2015 —ZE—HF+-_HA=+—H

REVENUE, OTHER INCOME AND GAINS 5. WA Htt AR K=

Revenue represents the net invoiced value of services provided WAERFANBKERERE ZITNEER B
and goods sold, after allowances for returns and trade discounts RERBERELHEERMNERFE
during the year.
An analysis of revenue, other income and gains from continuing REFELEEEBHRA - R A RIS
operations is as follows: LI/ CNE
2015 2014
—E-HF —E—-F
RMB’000 RMB’000
AR¥TF T AREFIT
Revenue LON
Production HE 310,024 317,602
Processing T 176,863 146,479
Trading =) 4,278 22,280
491,165 486,361
Other income and gains, net B AR KR FE
Bank interest income RITHIBUA 5,108 5,154
Fair value gains on financial assets BEATEGFAEREDN
at fair value through profit or loss CRIEEN RN FERE 448 =
Rental income HEUWA 439 1,084
Government grants (note 25) BT & B (MI5E25) 2,911 1,378
Depreciation and amortisation Wres K 5 (175) (437)
Foreign exchange differences, net PE N ZRH TR (654) (517)
Others Hib (175) 207
7,902 6,869
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6. PROFIT BEFORE TAX 6. BR®ADER

AEBFPFBEEEEBHORDANEFENR
(FFA) AT EERFH

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

2015 2014
—E-HF —E—-F
Note RMB’000 RMB’000
BT 5T ARE T AR®FTT
Cost of inventories sold BEERFEMAR 243,220 268,368
Cost of services provided ERERB R B 106,522 96,940
Depreciation* e 14 12,549 11,819
Amortisation of other intangible assets* £ fth 4 i & 2 & §5* 16 942 808
Amortisation of prepaid land lease TEAT & #b 70 & FRIE 8 15
payments* 814 817
(Reversal of provision)/provision for B 5 EWIERE
impairment of trade receivables (B EIBE) ik (78) -
Reversal of provision for impairment of £ fh i U 3 T8k B 7 [a] # 15
other receivables 9) (29
Minimum lease payments under KEHENREEENK:
operating leases
- Office rental —WAEHES 416 22
Auditors’ remuneration 1% B 37 B 1,050 1,350
Employee benefit expense EERFFAX
(including directors’ and (BIEEER
chief executive’s remuneration)*: SRITRABHM) *
Wages and salaries TERFS 53,339 47,381
Pension scheme contributions RIREET B
(defined contribution schemes) (FEFEMHREED) 3,433 1,808
Equity-settled share option [i% e 45 S HE AR A 2 B
arrangements 4,189 -
Research and development costs B R AR 12,584 7,825
Foreign exchange differences, net &N BEEE 654 517
Fair value gains, net: N EWFRE
Financial assets at fair value BATFEGFAEESN
through profit or loss TRIRE (448) =
Bank interest income RITH BHA (5,108) (5,154)
Loss/(Gain) on disposal of items of HEDE  BERRHBEE
property, plant and equipment &8, (Was) (36) 3
3 Part of the depreciation, the amortisation of other intangible * AEEWE HtbEPLEEHE AN LM
assets and prepaid land lease payments and employee HEREBHEIESRTAIN—BHER
benefit expense for the year are included in “Cost of sales” AGHEBERREMEERARAN [HEK
in the consolidated statement of profit or loss and other ]

comprehensive income.
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FINANCE COSTS 7. BERAK
An analysis of finance costs is as follows: BB AN DT -
2015 2014
—E-FHE —E—EF
RMB’000 RMB’000
ARET R ARETT
Interest on bank loans HRITE A E 975 3,018

DIRECTORS’ AND CHIEF EXECUTIVE'’S 8. EEREBSTHAEHM
REMUNERATION

Directors’ and chief executive, Mr. Li Cheng’s remuneration for the BEERZETERABZHE L ERF AR B
year, disclosed pursuant to the Listing Rules, section 383(1)(a), BE ETRA - BB CRTMEHI) 5£383(1)@):
(b), (c) and (f) of the Hong Kong Companies Ordinance and Part () ORMHER (AR (HBEEMZEHR) R
2 of the Companies (Disclosure of Information about Benefits of ) EBoEWEAT -

Directors) Regulation, is as follows:

2015 2014

—E-RE —E N

RMB’000 RMB’000

ARET T AR FT

Fee we 577 527
Other emoluments: HEie

Salaries, allowances and benefits in kind e R REWEF 1,467 1,446

Performance related bonuses R EBIEA 3,767 3,970

Pension scheme contributions RIREETEIHE K 15 16

Equity-settled share option arrangements [i% 1 45 S R AR A 2 HE 2,108 =

7,934 5,959
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8. DIRECTORS’ AND CHIEF EXECUTIVE’S 8.
REMUNERATION (CONTINUED)

During the year, certain directors were granted share options,
in respect of their services to the Group, under the share option
scheme of the Company, further details of which are set out in note
28 to the financial statements. The fair value of such options, which
has been recognised in the statement of profit or loss and other
comprehensive income over the vesting period, was determined
as at the date of grant and the amount included in the financial
statements for the current year is included in the above directors’
and chief executive’s remuneration disclosures.

(@) Independent non-executive directors

The fees paid to independent non-executive directors during

EERESTTRAESHM (F)

FRBREBAARNEREFS ETESEH
HUAREERUORGEERBRE E—FF
BEN P ERRM T8 - ZREB RN R FE
REHAHETE ERREANES R EME
HBAKRER MBERAFEMBERROEHE
EERELNEBERESTHRABHFMORES
£t o

() BYFHTES

FR MBIFRATEENNBESM

the year were as follows: S E
2015 2014
—E-HF —ZT—MEF
RMB’000 RMB’000
AR®T R ARBFT
Mr. Shiping James Wang FittF s 79 79
Mr. Wong Wai Ling HERXT 103 103
Mr. Wang Huaping FEFEE 79 29
Mr. Duan Xiaoping* gty /NS S - =
261 211
* Mr. Duan Xiaoping retired from office as an independent * mNFERERZT—MNENA+TILE
non-executive director of the Company on 19 August RERRBIBIIENTES
2014.

There were no other emoluments payable to the
independent non-executive directors during the year (2014:
Nil).
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8. DIRECTORS’ AND CHIEF EXECUTIVE’S 8. EERBRETHRAEEHM (&)
REMUNERATION (CONTINUED)

(b) Executive directors and non-executive (b) BITESHHHTES
directors
2015 —E-HE
Salaries,
allowances  Performance Pension Equity-settled
and benefits related scheme  share option
Name of Directors Fees in kind bonuses contributions arrangements Total
B 2ER REEX Bfhe BELEE
Espg e ENER AN SEMR  BREZS @t

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR AR¥TRT ARETR ARETR AREBTR AR%TR

Executive directors; BES:
Mr. Li Cheng THRE 79 484 895 4 - 1,462
Mr. Zhao Jidong HERLE 79 484 1,305 4 1,205 3,257
M. Li Conghua FRELE 79 170 - 3 - 252
Mr. Ma Qinghai EEELE 79 329 1,477 4 813 2,702
316 1,467 3,767 15 2,108 7,673
Independence non-executive directors B FFHITEE
Mr. Shiping James Wang FH¥EE 79 - - - - 79
Mr. Wong Wai Ling BERNT 103 - - - - 103
Mr. Wang Huaping TETRE 79 - - - - 79
261 - - - - 261
577 1,467 3,767 15 2,108 7,934
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8. DIRECTORS’ AND CHIEF EXECUTIVE’S 8. EERBRETHRAEREHFM (&)
REMUNERATION (CONTINUED)

(b) Executive directors and non-executive (b) BITESHHEHITESE (&)
directors (Continued)
2014 —T-WmF
Salaries,

allowances  Performance Pension  Equity-settled

and benefits related scheme  share option
Name of Directors Fees inkind bonuses  contrioutions  arrangements Total

HH 2R R RBEN Bhe R

EENA ik ENET L AT BRERH @t

RMBOOO ~ RMBOOD  RMBO0O  RMBOOO  RMBOOO  RMB'O0D
ARETE ARETRL ARETR ARETT ARETR ARETR

Executive directors; BiTES:
Mr. Li Cheng EXhtd 79 429 737 4 - 1,249
Mr. Zheo Jdong REFLEE 79 456 1317 4 . 1,856
M. Li Conghua FRELE 79 267 54 4 - 404
. Ma Qinghei EEEEL 79 294 1,862 4 - 2,23
316 1,446 3,970 16 - 5,748
Independence non-executive directors: B IFHITEE:
M. Shiping James Wang FHFEE 79 - - - - 79
Mr. Wong Wai Ling BERNT 103 - - - - 103
Mr. Wang Huaping TEFEE 29 - - - - 29
M. Duan Xiaoping HNERE - - - - - -
211 - - - - 211
527 1,446 3970 16 - 5,959
There was no arrangement under which a director or the FA - WEARNEEFIEZRITBEABR
chief executive waived or agreed to waive any remuneration BEHARAERETMHMALHE -

during the year.

1 32 Yongsheng Advanced Materials Company Limited Annual Report 2015



Notes to the Consolidated Financial Statements

FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included 3
executive directors (2014: 3 executive directors), details of
whose remuneration are set out in note 8 above. Details of the
remuneration for the year of the remaining 2 (2014: 2) highest paid
employees who are neither a director nor chief executive of the
Company are as follows:

B Ot R aR M EE
31 December 2015 —ZT—RA&F+=-A=+—H

hEBREHMES

FA REESFHERERE=-2RUTES
(ZZ—WF: ZBHRTES)  RENFHHF
BENEXHES B TME (ZF—NF M
H)EERFMER (LFEARREFHEZERIT
BAB)RFEANHMFEBOT :

2015 2014

—E-RE —ET-F

RMB’000 RMB’000

AR®T T AREFT

Salaries, allowances and benefits in kind e RMEREYEA 434 913
Performance related bonuses HRESIET 1,280 2,498
Pension scheme contributions RIKEFTEIHE R 9 8
Equity-settled share option arrangements & e 45 BB AR A 2 Bk 814 =
2,537 3,419

The number of non-director and non-chief executive highest paid

FHN T T BERIFEETIFERSITHAR

employees whose remuneration fell within the following bands is as MExmEHEES ASOT:
follows:

2015 2014
—®-EHfF —E—mE
Nil to HK$1,000,000 £ 21,000,000 7T - -
HK$1,000,001 to HK$1,500,000 1,000,0017% 7t £1,500,0007% 7T 1 -
HK$1,500,001 to HK$2,000,000 1,500,0017% 7T £2,000,000/%8 7T 1 1
HK$2,000,001 to HK$2,500,000 2,000,001 7t 22,500,000/ 7T = =
HK$2,500,001 to HK$3,000,000 2,500,001 7T 23,000,000/ 7T - 1
2 2

During the year and prior years, share options were granted to two
non-director highest paid employees in respect of their services to
the Group, further details of which are included in the disclosures
in note 28 to the financial statements. The fair value of such
options, which has been recognised in the statement of profit or
loss and other comprehensive income over the vesting period, was
determined as at the date of grant and the amount included in the
financial statements for the current year is included in the above
non-director highest paid employees’ remuneration disclosures.

RENZBEFE MEFESZSFHMES
REBAEBRHEORBERBRE £
BN B S IRAM 528 - ZF BB A F
ERRHAREE CREBMN RS R EAM
2HRAXRER MBERANFEHBHREINES
HEHR EXFEERSFHIE S AOF R
BEH-
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10. INCOME TAX EXPENSE 10. FRIBHAX

Pursuant to the applicable rules and regulations of the Cayman
Islands and BVI, the Group is not subject to any income tax in the
Cayman Islands and BVI.

All of the Group’s subsidiaries incorporated in Hong Kong are
subject to profits tax at a rate of 16.5% (2014: 16.5%).

All of the Group’s subsidiaries registered in the PRC and only
having operations in Mainland China are subject to PRC enterprise
income tax on the taxable income as reported in their PRC
statutory accounts adjusted in accordance with relevant PRC
income tax laws. The PRC Enterprise Income Tax Law introduces
a wide range of changes which include, but are not limited to,
the unification of the income tax rates for domestic-invested and
foreign-invested enterprises at 25%.

Pursuant to the relevant laws and regulations in the PRC and with
approval from the tax authorities in charge, two of the Group’s
subsidiaries, Hangzhou Huvis Yongsheng Dyeing and Finishing
Company Limited and Nantong Yongsheng Fiber Advanced
Materials Company Limited, qualified as High and New Technology
Enterprises, are entitled to the preferential enterprise income tax
rate of 15% for three years from 2015 to 2018.

Pursuant to the relevant laws and regulations in the PRC and
with approval from the tax authorities in charge, one of the
Group’s subsidiaries, Hangzhou Huvis Yongsheng Chemical
Fiber Company Limited, qualified as a High and New Technology
Enterprise, is entitled to the preferential enterprise income tax rate
of 156% for three years from 2014 to 2016.
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Notes to the Consolidated Financial Statements

10. INCOME TAX EXPENSE (CONTINUED)

Pursuant to the PRC Corporate Income Tax Law, a 10%
withholding tax is levied on the dividends declared to foreign
investors from the foreign investment enterprises established in
the PRC. The requirement is effective from 1 January 2008 and
applies to earnings after 31 December 2007. A lower withholding
tax rate may be applied if there is a tax treaty between the PRC
and the jurisdiction of the foreign investors. The Group is therefore
liable to 5% withholding taxes on dividends distributed by those
subsidiaries established in the PRC in respect of their earnings
generated from 1 January 2008. The aggregate amount of
temporary differences associated with investments in subsidiaries
in Mainland China for which deferred tax liabilities have not
been recognised totaled approximately RMB96,720,000 at 31
December 2015 (2014: RMB96,720,000), in the opinion of the
directors, it is not probable that these subsidiaries will distribute
such earnings in the foreseeable future.

The major components of income tax expense for the years ended
31 December 2015 and 2014 are:

B Ot R aR M EE
31 December 2015 —ZT—RA&F+=-A=+—H

10. FREiBAT (M)

BEFERCEMBSHREA EPEAKIHOIINE
TEREBINEEESTIKAREEHBMI0%E
M -BEATH_TETENF—A—B#ELE
BoBARZEELF+_A=+—HENE
Flof P BB GINEEENREARRITER
B4 B EARENENH R - AEE
EAmBrIae B S AT REK LM B A R
BT )\FE— A — BEBREWN AR %
IR BB 5% BT -RZT—AF+=A
—T—B EERBEEYRBERARNS
MPBEAKEMNBARRENTREZEA Y
B ARY96,720,000L (ZE—NF: AR
96,720,00070) ' EERAZSEWB AR KA
BARRETEDRZSZAEF -

HE_Z—ARAEN_ZT—NFE+_A=1+—H
LHFE EHAINESHERI DT

2015 2014

—ZE-8F —ZT—F

RMB’000 RMB’000

AR¥T T AREFT

Current tax BN EARE IR 12,349 12,684
Deferred tax RERIA 6,229 898
Total tax charge for the year FAMBEL K5 18,578 13,582
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—E-hF+ZA=+—H

10. INCOME TAX EXPENSE (CONTINUED)

11.

Reconciliation of the tax expense and the accounting profit
multiplied by the statutory rates for the countries in which the

10. FIEHMAX (&)

—E-RFER-F-OF BHERAXEGEE
FSRIAAR R B R E KB R B ERREEER

Company and its subsidiaries are domiciled for 2015 and 2014: EHERIAT
2015 2014
—E-EfF —ZT—HF
RMB’000 RMB’000
AR¥T T AR F T
Profit before tax from continuing operations FRE A TSR AR F 82,371 72,931
Tax calculated at statutory tax rate of & BUE TE R (25%)
the PRC (25%) FTEMBIE 20,593 18,233
Effect of difference for MEBMEREZENTE
Hong Kong income tax rate 52 202
Effect of preferential enterprise income tax rate EBE D EFEM RN T E (8,462) (6,146)
Expenses not deductible for tax IR L 1,285 485
Change of tax rates TR 3,036 (1,099)
Withholding tax TR 3,368 2,859
Additional deduction of research and T 3 B AN B9 BB ZN R
development cost (1,294) (952)
Tax at the effective income tax rate 22.6% BERSHE22.6%
(2014: 18.6%) (ZZ 5 :18.6%)
STHEATIE 18,578 13,582

DISCONTINUED OPERATION

On 5 May 2015, the Group entered into agreements with certain
related parties to dispose Hangzhou Xiaoshan Yongsheng Foreign
Trading Company Limited and Yongsheng (HK) International
Co., Limited (the “Disposal Group”). The Disposal Group mainly
engaged in the trading of textile raw materials and products,
excluding polyster filament yarns (the “Trading Segment”). The
disposal of the Disposal Group was completed on 11 August 2015
and its financial information is no longer included in the note for

operating segment information.
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11. DISCONTINUED OPERATION

(CONTINUED)

Notes to the Consolidated Financial Statements

31 December 2015

B O B IR AR IEE

—=
—=

hE+=-A=+—H

11. RIERE K (E)

The results of the Disposal Group for the year are presented below:

FRA HEEENEEZ7/WT:

2015 2014
—ZE-8F —T—MmF
RMB’000 RMB’000
AR¥T T ARMFT
Revenue Wz 291,628 892,648
Expenses 53 (296,365) (889,797)
Finance costs B & A AN (1,467) (5,906)
Loss before tax from the discontinued IR TSR BR B AT R F
operation (6,204) (8,055)
Gains on disposal of the Disposal Group HELESBMKE 4,987 =
Income tax it 1,580 740
Profit/(loss) for the year from FRRB KR IEEEEBH
the discontinued operation swm L (EE) 363 (2,315)
The net cash flows incurred by disposal group are as follows: HEEBEEMRESREFENOT
2015 2014
—E-HF —ZE—MEF
RMB’000 RMB’000
AR¥T T ARBFT
Operating activities K EE) (34,699) 115,420
Investing activities KEES - 886
Financing activities BB EB 33,932 (135,273)
Net cash outflow WETmHFE (767) (18,967)
Earnings/(loss) per share: BR&ERN(EE) -
Basic, from the discontinued operation HEAR - RERIEEEHET RMBAE#0.09 cents?  RMBA R (0.58) cents?
Diluted, from the discontinued operation BE RERIEEEET RMBAE#0.09 cents?  RMBA R (0.58) cents?
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11. DISCONTINUED OPERATION 11, RIEREEK (F)
(CONTINUED)
The calculations of basic and diluted earnings per share (‘EPS”) R R EB R E AR RS R TR 5 A
from the discontinued operation are based on: TEEMmME :
2015 2014
—ZE-HF —ZT—HF
Gain/(loss) attributable to shareholders of NN
the Company — basic and diluted (RMB’'000)  Ytz5, () —EA K
BE(ARBTT) 363 (2,315)
Weighted average number of BT EZRERAFH
ordinary shares for basic EPS (note 13) TimA R 8 (MiEE13) 400,000,000 400,000,000
Weighted average number of ordinary shares & IF 58 52 22 ) ¥ @ A%
adjusted for the effect of dilution (note 13) T8 (M5E13) 402,173,120 400,000,000
12. DIVIDENDS 12. RE
2015 2014
—ZE-HF —E—NF
RMB’000 RMB’000
AREFT ARBEF T
Interim — HK$0.02 (equivalent to RMB0.0164)  F1 Hi — 5 A% & @ f%0.02/8 7T
(2014: Nil) per ordinary share (FHER AR¥0.01647T)
(ZZ—F ) 6,560 -
Proposed final — HK$0.03 (equivalent to IR R B — B AR E 38 1%0.03% T
RMBO0.0251) (2014: HK$0.040 (equivalentto  (HHE 7 A R#0.02517T)
RMB0.0315)) per ordinary share (ZZE—UF 0048 T
(HHER AR¥0.03157T) ) 10,050 12,622
16,610 12,622

The proposed final dividend for the year is subject to the approval
of the Company’s shareholders at the forthcoming annual general
meeting.
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13. EARNINGS PER SHARE ATTRIBUTABLE 13. AR FEIRRELEEREF

TO SHAREHOLDERS OF THE COMPANY

BREABNSRIRARFRREIEF AL
TR AF RS BT EBRA INE TG E -

Basic EPS amounts are calculated by dividing the profit for the year
attributable to the shareholders of the Company by the weighted
average number of ordinary shares in issue during the year.

BR#EERMNESBIRARRRREMSEH -
R DA B 31T BB A I0HE F 9 B (R
HEREARBNAEBE) TN LEBESHR
BEEEEEARTERATBERMBRITNE
WA BT E -

Diluted EPS amounts are calculated by dividing the profit
attributable to the shareholders of the Company by the weighted
average number of ordinary shares in issue during the year, as used
in the basic EPS calculation, plus the weighted average number of
ordinary shares that would be issued on the deemed exercise of all
the dilutive potential ordinary shares into ordinary shares.

AT R AR E & IRER LT B A A

The following reflects the income and share data used in the basic

and diluted EPS computations: N0 &g
2015 2014
p —Z—mEF
RMB’000 RMB’000
AR%T T ARBFT
Earnings: &R :
Profit/(loss) attributable to shareholders of ARRTRRREIEHEF,
the Company — basic and diluted (BR) —EXxkEE
From continuing operations HEKEER 55,867 50,212
From a discontinued operation BIFEEER 363 (2,315)
56,230 47,897
Number of shares
RDEE
2015 2014
—2-IF —T-mF
Shares: R4 :
Weighted average number of AR EERET
ordinary shares for EPS calculation AR I 400,000,000 400,000,000
Effect of dilution — weighted average HErE —TmRNETHE:
number of ordinary shares:
Share options i M 2,173,120 =
Weighted average number of ordinary shares  1& 1E 58 77 22 ) % 38 %
adjusted for the effect of dilution TREFH 402,173,120 400,000,000
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14. PROPERTY, PLANT AND EQUIPMENT

14. ¥ -BERRE

Office
Plant and equipment Leasehold  Construction
Buildings machinery Vehicles and others  improvements in progress Total
BAERE
BF  BERER RE REf REEE ERIR @
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT  ARETR  ARETR  ARETR  ARETR  ARETR  ARETR
At 1 January 2014: R-Z-mE-A—-H:
Cost KA 78,385 116,174 6,733 6,954 1,182 1,731 211,109
Accumulated depreciation 2B (18,256) (50,252) 4,932) (5,866) (740) - (80,046)
Net carrying amount REFE 60,129 65,022 1,801 1,088 392 1,731 131,063
At 1 January 2014, net of accumulated WZE-mE-A-A:
depreciation EABREHTE 60,129 65,022 1,801 1,088 392 1,731 131,063
Addltions RE 31 6,189 882 455 135 8,167 15,859
Transfer a5 - 2,309 - - = (2,309) =
Depreciation provided during the year FREHROTE (2.378) (8581) (809) (300) (194) = (12,262)
Disposals HE - (83) (292) - - - (375)
At 31 December 2014, net of accumulated  R=F-WE+-A=+—H"
depreciation BAKREHNE 57,782 65,756 1,582 1,243 333 7,589 134,285
At 31 December 2014: RZZ-mE+-A=+-A:
Cost KA 78,416 124,505 6,479 7,297 1,67 7,589 205,553
Accumulated depreciation Z2itHE (20,634) (58,749) (4,897) (6,054) (934) - (91,268)
Net carrying amount REFE 57,782 65,756 1,582 1,243 333 7,589 134,285
At 1 January 2015, net of accumulated RZZF-a%§-A-A"
depreciation BB 2HHE 57,782 65,756 1,582 1,243 333 7,589 134,285
Addltions HE 252 1,870 624 210 355 24,009 21,320
Transfer g% 3,646 26,215 - - - (29,861) -
Depreciation provided during the year FRFHRONE (2,678) (9,168) (649) (5) (203) - (12,703)
Disposals HE - (5,379) ©) (16) - - (5,404)
Disposal of subsidiaries HEHBAR (139) v] (140) (74) (90) = (445)
At 31 December 2015, net of accumulated R =E-REF-A=+-H"
depreciation BABZHHE 58,863 79,292 1,408 1,358 395 1,737 143,053
At 31 December 2015: WZZ2-HA%+-A=1+-8:
Cost A 81,094 145,283 5,281 7,125 1,088 1,731 242,508
Accumulated depreciation ZiHE (23,131) (65,991) (3,873) (5,767) (693) - (99,455)
Net carrying amount EHFE 58,863 79,292 1,408 1,358 395 1,737 143,053
As at 31 December 2014, buildings with net a book value of RZZE—WF+_A=+—H BEFEFEEFE
approximately RMB35,128,000 were pledged as collateral for the # AR #35,128,0007L B FIRIFIE A A& E R
Group’s bank borrowings. In the current year, the bank borrowings TEFROER G - BERERANFERNEEILK

were repaid and the collateral was released (Note 24).

HHEIR (M EE24) -
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15. PREPAID LAND LEASE PAYMENTS 15. FE{F L FHEFKIE
2015 2014
“E-EHF —E-MF
RMB’000 RMB’000
ARB T ARBETF T
Carrying amount at 1 January R—A—BMERAE 30,964 31,781
Recognised during the year FREER (814) 817)
Carrying amount at 31 December R+ A=+—HAMKEE 30,150 30,964
The Group’s land use rights are located in Hangzhou and Nantong IR E )+ s AR A R B AN e A
of the PRC and the remaining lease periods range from 10 to 50 Z—RAF+-A=+—8 #THHASFINTF10
years as at 31 December 2015. E50%F o
As at 31 December 2014, land use rights with a net book value of RZZE—WF+ZA=+—H THFEAERA
approximately RMB12,322,000 were pledged as collateral for the FELHARME12,322,0007TE FHEMIEARER
Group’s bank borrowings. In the current year, the bank borrowings HRITEROERR - ERERAFERERILE
were repaid and the collateral was released (Note 24). SHIEH (MEE24) o
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16. INTANGIBLE ASSETS 16. BILEE
Technical Sewage pipe
Software know-how  usage right Total
LA HTAE SARFEAE @t

RMB'000 RMB'000 RMB'000 RMB'000
ARBTTE  ARBTT ARETT ARBTR

At 1 January 2014: RZT-mE—H—H:

Cost AR 225 7,274 2,400 9,899

Accumulated amortisation REEH (154) (2,089) (650) (2,893)

Net carrying amount REFE 7 5,185 1,750 7,006
At 1 January 2014, net of accumulated R-E-mE—R—1"

amortisation BIGRREH#H 7 5,185 1,750 7,006
Amortisation provided during the year FRRHOEH (24) (664) (120) (808)
At 31 December 2014, R-E-NE+=A=1+—H"

net of accumulated amortisation Bk REHE 47 4,521 1,630 6,198
At 31 December 2014: RZE-MF+=-A=1+—A:

Cost A% 225 7,274 2,400 9,899

Accumulated amortisation REtEH (178) (2,759) (770) (3,701)

Net carrying amount BEFE 47 4,521 1,630 6,198
At 1 January 2015, RZZE-A%—H—H"

net of accumulated amortisation BNk Rt 47 4,521 1,630 6,198
Addition NE 25 - 1,114 1,139
Amortisation provided during the year FRF RS H (23) (758) (161) (942)
At 31 December 2015, R-E—RF+-A=1+—8"

net of accumulated amortisation BNk REHE 49 3,763 2,583 6,395
At 31 December 2015 R-E—RF+-A=1+—8:

Cost AR 250 7,274 3,514 11,038

Accumulated amortisation 33 (201) (8,511) (931) (4,643)

Net carrying amount REFE 49 3,763 2,583 6,395
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17. INVENTORIES 17. &
2015 2014
—Z—HF —ZT-MF
RMB’000 RMB’000
AR¥F T ARBTT
Raw materials Mk 14,107 15,509
Work in progress M 1,123 2,178
Finished goods BUAK G 24,829 70,142
40,059 87,829
18. TRADE AND BILLS RECEIVABLES 18. ESENRIBEREWEE
2015 2014
—ZE-8F —T—MF
RMB’000 RMB’000
ARET R ARBFT
Trade receivables E 5N IE 16,106 95,757
Bills receivables R E & 76,598 38,165
92,704 133,922
Impairment A (1,198) (4,941)
Net trade and bills receivables B S WA N R R 91,506 128,981
The Group’s trading terms with its customers are mainly on NEFBHERTERHNE S GETAEE ST  HH
credit, except for new customers, where payment in advance BEFEF—REFELMNZGBRIN-ZEHRE A3E
is normally required. The credit period is generally 3 months. A BEEPHHEESZERZE - NEEEH
Each customer has a maximum credit limit. The Group seeks HERFR ISR U O fEU 2R TE - T 4R & 1 fE A
to maintain strict control over its outstanding receivable and THRTE G BN XX il EARE
overdue balances are reviewed regularly by senior management. BEZSEKRRBEAESHTEHER W&
In view of the aforementioned and the fact that the Group’s trade BEACHRRETHNBER AEBTERELZ
receivables relate to a large number of diversified customers, there Z R IR 6215 B (3 1R @ g i E A=
is no significant concentration of credit risk. The Group does not E-B5BEKRFTEARE

hold any collateral or other credit enhancements over its trade
receivable balances. Trade receivables are non-interest-bearing.
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18. TRADE AND BILLS RECEIVABLES 18. EZRWNRERERREE (&)

(CONTINUED)
An aged analysis of the trade receivables as at the end of the RREPRRNE 5 RUGRIERER A ANRR
reporting period, based on the invoice date, is as follows: AT
2015 2014
—E-HEF —ZE—F
RMB’000 RMB’000
AR¥T T ARBFT
Within 3 months 3MEAA 13,403 84,338
3 to 6 months 3%£6fE A 934 3,424
6 months to 1 year 6lEAE1F 502 1,125
1to 2 years 1524 69 1,929
2 to 3 years 2E3F 150 134
Over 3 years BiA3F 1,048 4,807
16,106 95,757
The movements in provision for impairment of trade receivables are ESRWHKIBRERENEEHNAT
as follows:
2015 2014
—E-fRF —ZT—mF
RMB’000 RMB’000
ARMT T ARBTF T
At beginning of year F 4] (4,941) (5,108)
Impairment losses recognised (note 6) ERERBEERE (H:T6) - (188)
Amount written off as uncollectible MR AN BN SR - 355
Impairment losses reversed (note 6) B EREEE (M:E6) 78 =
Disposal of subsidiaries (note 11) HEHBAR (K1) 3,665 =
(1,198) (4,941)
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18. TRADE AND BILLS RECEIVABLES
(CONTINUED)

The ageing analysis of trade receivables that are not individually nor

B O B IR AR IEE

31 December 2015 —ZT—AF+=-A=+—H

18. EZRUREREWRREE (&)

I & (B 5 R A FREREN B 5 ERRIER R

collectively considered to be impaired is as follows: BT :
2015 2014
—E-HEF —ZT—F
RMB’000 RMB’000
AR¥T T ARBF T
Neither past due nor impaired I 4 460 HA ol Rl B 13,403 84,338
Less than 3 months past due # H D A3 1E A 934 3,424
3 months to 9 months past due B HASIE A = 9@ A 502 1,125
9 months to 21 months past due BHIoE A =211@ A 69 1,929
14,908 90,816

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

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

The bills receivable were due within 6 months.

The maximum exposure to credit risk as at the end of the reporting
period is the carrying value of the trade receivables.

b 45 780 B ol 6l (B & JE LA RO B K B3 B P SR 4E
REFHDBMEFHR-

B B R OR (B /Y FE UK IR B K B RN AN 5% (31
ERUBERBNBITFER -REBEL
B ARFREERREBANZSERIELRE
BE RARGREERIEEREE MAR
AR R 22U E o

FEMZ B8 A REIH -

EERBRNBEHARNEAEERE 5 RKK

AR AR (E °
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19. PREPAYMENTS, DEPOSITS AND OTHER

19. ANRE R REMEKRER

RECEIVABLES

2015 2014

—E-RE —ET-F

RMB’000 RMB’000

AR¥T T AREF T

Prepayment to suppliers B SRR e 5,330 5,651
Deposits and other receivables e & H A FEIGRIE 534 3,070
Prepaid expenses TER RIS 379 1,166
Interest receivables FEW A B 3 385
Value-added tax recoverable AT S E 101 231
Less: provision for impairment OB R (152) (161)
6,195 10,342

The above balances are unsecured, interest-free and have no fixed
terms of repayment. The carrying amounts of deposits and other

receivables approximate to their fair values.

Movement of the provision for impairment of other receivables is as

follows:

LRERASEER REREREERY &
& REMERFAENRREEE A FERE -

Hih AR ERBENESOT

2015 2014

—E-HF —E—mF

RMB’000 RMB’000

AR¥T T ARBFT

At beginning of year F9) (161) (337)
Impairment losses reversed (note 6) B EREEE (ME6) 9 176
At end of year FR (152) (161)

Impairment provision for other receivables is charged to
administrative expenses in the consolidated statement of profit or
loss and other comprehensive income (Note 6). Amounts charged
to the allowance account are generally written off when there is no

expectation of recovery of additional cash.

The maximum exposure to credit risk as at the end of the reporting
period is the carrying value of prepayments, deposits and other

receivables.
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20. FINANCIAL ASSETS AT FAIR VALUE

THROUGH PROFIT OR LOSS

B Ot R R M EE
31 December 2015 —ZT—RA&F+=-HA=+—H

0. RAFEFABEENEHEE

2015 2014
—E-RE —ET-mF
RMB’000 RMB’000
ARBT T AREBTFT

Asset management agreement, at fair value BEEEW® RATE
(note 36) (Bi5E36) 30,448 -
30,448 -

On 12 August 2015, Hangzhou Huvis Yongsheng Dyeing and
Finishing Company Limited (as asset entrustor) has entered into an
asset management agreement with Shanghai International Trust
Co., Limited (as asset manager), pursuant to which Hangzhou
Huvis Yongsheng Dyeing and Finishing Company Limited
agreed to participate in the asset management plan operated
by Shanghai International Trust Co., Limited and to deposit an
investment amount of RMB30,000,000 to the designated account
maintained by Shanghai International Trust Co., Limited with China
Construction Bank Shanghai Branch. The asset management plan
mainly invests in inter-bank deposits and bonds.

Hangzhou Huvis Yongsheng Dyeing and Finishing Company
Limited have the discretion to withdraw the whole or part of
the investment amount by giving written notice to Shanghai
International Trust Co., Limited and the withdrawal shall be effected
on the following business day immediately after the date of the
written notice.

The above financial assets at 31 December 2015 were classified
as held for trading and were, upon initial recognition, designated by
the Group as financial assets at fair value through profit or loss.

R-ZE—RENA+ZB MINELE KRR
BERAR (FRBEEZFA)ELEBEEE
RERAR (EREEBEBAIVEEER
Wk UL UNESZAOKBREERER QAR
E2HELBEBRERERARESNEEEE
FTE WA ESEBRETEBERARRPBEER
HRITEETITHRNEERPTEAREBAR
#30,000,0007c > BEE BB E X B IR ERNIR
TRZEGFEREES -

MINERC KBRAEERATDEREBALE
BEREREERARELEEANRME AR
DRER ARDAREREEBMNERERT
BEEXBZEE-

theREER _FT-—RAF+_A=1t—HK
JIRFERE IR P RAFEAREIEE
REAFEFABENEREE-
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21. CASH AND CASH EQUIVALENTS AND 21.

PLEDGED DEPOSITS

E%&ﬁ%%ﬁwuﬁaﬁﬁﬁ

FA

2015 2014
—E-RE —ET-mF
RMB’000 RMB’000
AR®T AREFT
Cash and bank balances B MIRTTHE 139,487 128,695
Pledged deposits EHEBEFER 5,133 12,937
144,620 141,632

Less: Pledged as collateral R B BhE AAREY
for issuance of letter of credits BTERAEER (5,133) (12,937)
Cash and cash equivalents HeRReEED 139,487 128,695

At the end of the year, the cash and bank balances of the
Group denominated in RMB was RMB134,454,000 (2014
RMB119,744,000). The RMB is not freely convertible into other
currencies, however, under Mainland China’s Foreign Exchange
Control Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations, the Group is permitted
to exchange RMB for other currencies through banks authorised to
conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily bank
deposit rates. Short-term time deposits are made for varying
periods of between 1 to 2 months depending on the immediate
cash requirements of the Group, and earn interest at the respective
short term time deposits rates. The bank balances are deposited
with creditworthy banks with no recent history of default.
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TRADE AND BILLS PAYABLES 22 BESRNARERENERE
An aged analysis of the trade and bills payables as at the end of the REXR BFEMNFERENEEREZRER
year, based on the invoice date, is as follows: B BRER D ATLR T
2015 2014
S —ZT—mEF
RMB’000 RMB’000
AR¥T ARMFT
Within 6 months 618 AN 66,708 106,574
6 months to 1 year SEENES 108 2,873
1 year to 2 years 1F E22F 276 466
2 years to 3 years 2F £3F - 154
More than 3 years B A3F - 1,458
67,092 111,525

The trade payables are non-interest-bearing and are normally

settled on 60-day terms.

EHRNFBAREERIERANCORHRAE

OTHER PAYABLES, ADVANCES FROM 23. HihENFIE BEESREST
CUSTOMERS AND ACCRUALS b1 |
2015 2014
—E-HF —E-MF
RMB’000 RMB’000
AR¥F T ARETF T
Advances from customers BEIR 6,642 7,131
Accrued payroll JEET T & 20,191 23,090
Accruals FEFRRIR 1,429 5,287
Value-added and other taxes payable eI E R R E A B I8 6,585 3,787
Payables for purchase of property, BEWE BWELRED
plant and equipment BT RE 2,964 1,832
Others FHAh 2,243 1,614
40,054 42,741
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24. INTEREST-BEARING BANK LOAN 24. FHRBITEN
2015 2014
“E-1% —E-mF
Effective Effective
interest interest
rate (%) Maturity RMB'000 rate (%) Maturity RMB'000

BRFE(%) HHMA  ARMTR  EEMEG) IR AR%TR

Current B
Bank loans - secured ROTER-FHA 2015
= - - 63 —I-T& 2,000
o 2,000
2015 2014
—E-RE —E &
RMB’000 RMB’000
AR®T T AREF T
Analysed into: DA
Bank loan: RITE:
Within one year or on demand —FANEEK - 2,000
As at 31 December 2014, bank borrowings of RMB2,000,000 RZE-—MNFEF+_A=+—HA AR¥%
were pledged by buildings with a net book value of 2,000,000 T K RITIEAR T AREFEAAR
RMB35,128,000 (Note 14) and land use rights with net a book #35,128,0007c IR F (K 3E14) RERE FE
value of RMB12,322,000 (Note 15). B AR12,322,0007T B £ 1 {5 A4 (Ff 5

15) fEH#E 4 -
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25. GOVERNMENT GRANTS

B O B IR AR MIEE

31 December 2015 —ZT—RA&F+=-HA=+—H

25. BT & By

2015 2014

- —F-mF

RMB’000 RMB’000

AR¥F T AR®TT

Government grants BT & B 14,607 13,132
Less: current portion B BNERER 9 (1,100) (807)
13,507 12,325

Movements in government grants are as follows: BT EBEFHMOT

2015 2014

—ZE-8F —ZT—F

RMB’000 RMB’000

AR¥T T AREFT

At the beginning of the year F9) 13,132 13,939
Grants received during the year FANEWE B 4,386 571
Amortised as income (Note 5) B AWA (FIFES) (2,911) (1,378)
At the end of the year FR 14,607 13,132

The grants were related to the subsidies received from local
government authorities for the purpose of compensation for
expenditure on certain facilities and were credited to a deferred
income account. The grants were released to profit or loss over the
expected useful lives of the relevant assets.

The Group also received certain financial subsidies from local
government authorities to support local business. There were no
unfulfilled conditions and other contingencies relating to these
government grants. These government grants were recognised in
profit or loss upon received.

%5 & B R E T 3 ) B 32 A E IR
WEARSNHEIAR Wt AETRAR-
ZERPRAMEERERAFHRRERS
m o

AREE TS BRI R ERSE T FEAHEEA
SR E MR o 5% F BT & B 3 R A (] ROERK
BRI R B A F IR - R FRIF A B R
BRIEBEPHER -
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26. DEFERRED TAX ASSETS/LIABILITIES 26. EEFRIEBEEE B
Movements in deferred income tax assets and liabilities, without BEFBMEERABEBEEZD CRAF RIEHER
taking into consideration the offsetting of balance within the same — BB EDEERAMAER) AT

tax jurisdiction, are as follows:

The movements in deferred tax assets: RERIBEENE
Write down of
inventories
to their net Provision for
realisable ~ Government impairment of
value Grants Accruals  receivables Tax losses Total
FEMAZE YRR
HU#RRE BRER JEstR0R AERE HEER @t

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR  ARETT ARMTRT ARETR ARETT AR%TR

At 1 January 2014 RZF-ME-A—-A 1,499 3,465 2,444 1,338 1,700 10,446
Deferred tax (charged)/credited to profitor loss ~ FAREH (k) /3t AR
during the year EERE (843) (215) 3192 (308) 59 1,885

At 31 December 2014 and 1 January 2015 RZE-ME+ZA=+-AEK

—Z-R%-A-H 656 3,250 5,636 1,030 1,759 12,331

Deferred tax (charged)/credited to FERRER (B) /AR

profit or loss during the year EEHIE 225 (1,059) (1,699) 89 1,107 (1,247)
Disposal of subsidiaries HEHBAR (615) - (7112 (916) (2,829) (5,072)
At 31 December 2015 WZE-RE+-A=1-H 266 2,191 3,225 203 127 6,012
Deferred income tax are recognised for tax losses carried forward EEAREEBRRERD RS ABRE
to the extent that the realisation of the related tax benefit through Fla - MgpnAEnREBEERRRELHRS
the future taxable profit is probable. o
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26. DEFERRED TAX ASSETS/LIABILITIES 26. EEFRIEBEEE, S8 (&)
(CONTINUED)
The movements in deferred tax liabilities are as follows: EEFIE A EREEH M T -

Unrealised Unrealised

interest fair value ~ Withholding
income  adjustment tax Total
AER AER
FEKA  AVEHRE BnH @t

RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETR ARETR ARET:

At 1 January 2014 RZT—mE—H—H (700) - (1,173) (1,873)
Deferred tax (charged)/credited to FRRER GNKR) /AR
profit or loss during the year EREHIE 695 - 2,737) (2,042)

At 31 December 2014 and 1 January 2015 RZZE-—ME+-A=+—HRK

“Z-1%—f—H (5) - (3,910) (3,915)
Deferred tax (charged)/credited to FRNER GNK),/FAR
profit or loss during the year ERERHE 5 (67) (3,341) (3,408)
At 31 December 2015 RZE-RE+ZA=1+—H - 67) (7,251) (7,318)
For presentation purposes, certain deferred tax assets and BAEINR BETEERELAERABGBERE
liabilities have been offset in the consolidated statement of financial HHBRRRPEE - AT ABAEENELR
position. The following is an analysis of the deferred tax balances of HERTVIEHRE B WATES T
the Group for financial reporting purposes:
2015 2014
—E-RF —E—NF
RMB’000 RMB’000
AR¥T T AREF T
Net deferred tax assets recognised in the & Ot kR R R
consolidated statement of financial position BT IBE EF R 795 8,416
Net deferred tax liabilities recognised in the RE O kR R R 8
consolidated statement of financial position R IE A EFE (2,101) =
(1,306) 8,416
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27. SHARE CAPITAL 27. BA
Shares iz 12
2015 2014
ZE-HF —E—F
RMB’000 RMB’000
AR®T ARBTT
Issued and fully paid BEEITRER
400,000,000 (2014: 400,000,000) 400,000,0000% (== — g & :
ordinary shares 400,000,0000% ) & i % 3,165 3,165
A summary of movements in the Company’s share capital is as AKARBRAEHBERAMENT :
follows:
Number of Share
shares Share premium
in issue capital Total
BRfT
REHE BE  ROBER @5t
RMB’000 RMB’000 RMB’000
ARETE ARETE ARETRT ARETR
At 31 December 2014 and 1 January 2015~ R=ZF—WF+-A=+—HK
“T-h%—A—H 400,000,000 3,165 238,677
Dividends paid to shareholder of the Company A1 2 B B B 37 (AR - - (19,182)
At 31 December 2015 RZE-hE+=-A=1+—H 400,000,000 3,165 219,495
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28. SHARE OPTION SCHEME

The Company operates a share option scheme (the “Scheme”)
for the purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s
operations. Eligible participants of the Scheme include the
Company'’s directors and other employees of the Group. The
Scheme became effective on 7 November 2013.

The maximum number of unexercised share options currently
permitted to be granted under the Scheme is an amount
equivalent, upon their exercise, to 30% of the shares of the
Company in issue at any time. The maximum number of shares
issuable under share options to each eligible participant in the
Scheme is limited to 10% of the shares of the Company in issue
on 27 November 2013, the day since which the Company’s shares
have been listed on the Stock Exchange of Hong Kong Limited.

Share options granted to a director, chief executive, are subject to
approval in advance by the independent non-executive directors.
In addition, any share options granted to a substantial shareholder
or an independent non-executive director of the Company, or to
any of their associates, in excess of 0.1% of the shares of the
Company in issue at any time or with an aggregate value (based
on the price of the Company’s shares at the date of grant) in
excess of HK$5 million, within any 12-month period, are subject to
shareholders’ approval in advance in a general meeting.

The offer of a grant of share options may be accepted within 7 days
from the date of offer, upon payment of a nominal consideration
of HK$1 in total by the grantee. The exercise period of the share
options granted is determinable by the directors, and commences
after a vesting period of no shorter than 12 months and ends on a
date which is not later than 10 years from the date of offer of the
share options.

The exercise price of share options is determined at the highest
of (i) the Stock Exchange closing price of the Company’s shares
on the date of offer of the share options; (ii) the average Stock
Exchange closing price of the Company’s shares for the five
trading days immediately preceding the date of offer; and (i) the
par value of shares.

B Ot R R M EE
31 December 2015 —ZT—RA&F+=-HA=+—H

28. BBIRHESTE

ARmEE—RERESE ([%tE]) 8
ERHAEESERNEHEMNEER2 A
ERHERBROR - Z NS ER2EER
BRARRNEERAEBHEMES - ZAER
“E-=F+-AtHRAER

W

RIBZFT BB EEROORITEBRERS
A RETERBFEASR AR RREME
BE#ITRMNMB0% - BHAER2EERE
ZETBIERNEBREMA TERITHRND &S

B TABBARRRNR -_ZE—=F+—A
—t+EREREBMARIMERAR LT ZA
MAREEEITHRM10% °

BRYPEEFEITHRABMEEREALE Y IE
WMITESEAHE - NER+Z@AH
B W FARREERERBUIENITES
10 T A B B A TR BE AR AR B AN R B AE
AR E 1T IO 190.1% 2 E (IRIEAR R F]
IR R H B BB (E & 5T & ) #8185,000,000%
TL BERERBREAS R

ROBRENZHITREHEHESLRA
HAARAXNRERES B TR T UE
Mo MROBRENTERIAESFEE X
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28. SHARE OPTION SCHEME (CONTINUED) 28. BBRHESTE (&)

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

On 6 January 2015, 15,000,000 share options were granted to 39
employees with vesting dates falling from 2 April 2016 to 5 January
2025 and an exercise price of HKD 1.48 per share. The expiration
date of the options granted was 10 years after the grant date.

On 30 December 2015, 16,300,000 share options were granted
to 45 employees with vesting dates falling from 1 April 2017 to 30
December 2025 and an exercise price of HKD 1.52 per share. The
expiration date of the options granted was 10 years after the grant
date.

The following share options were outstanding under the Scheme
during the year:

BREYERTREAZAEREINBERRE
BRSO -

R_ZE—RAF— A A 39X EECHER
15,000,00017 E Ik #E - BB EEAN F == — <
FNA-HE-_Z-_RAF—ARBRETEES
FR148B T -ERLERENISHAARD
HEBE+ &

MN-ZZE—RE+-A=1+H 452 EECER
16,300,000f7 E Ik #E - HEB BN F == —+
FNA—HE-_Z-_AF+-A=+H&{TE
BABRIET EELBRENTSHEA
REBAHETF-

FAZAEETATERERARITE:

2015 2014
—2-1% “TlmE

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

IEF S T
TEE BREZA B BEREHA
HKD ’000 HKD '000

per share per share
BRET T4 BRAET T4
At 1 January »—A—H - - = =
Granted during the year FREM 1.501 31,300 = =
Lapsed during the year FREH 1.480 (2,300) - -
At 31 December W+=ZRA=+—H 1.503 29,000 - -

No share options were exercised during the year of 2015.
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28. SHARE OPTION SCHEME (CONTINUED)

The exercise prices and exercise periods of the share options
outstanding as at the end of the reporting period are as follows:

Number of options Exercise price*

B Ot R R M EE
31 December 2015 —ZT—RA&F+=-HA=+—H

28. B HEETE (&)

RBEHR MARTEERENTEERTE
BN R

Exercise period

BREHE TfEE* THEH
‘000 HKD
per share
Fi BRABT
6,350 1.48 2 April 2016 to 5 January 2025
—E-R"FWOAZHEZE-RF—AEA
6,350 1.48 1 April 2017 to 5 January 2025
—E—tFNA-—RAE-E-AF—AAH
8,150 1.62 2 April 2017 to 30 December 2025
—E—tFMAZHEZT-AF+=ZA=+AH
8,150 1.62 1 Apr|| 2018 to 30 December 2025
—N\FENA-BE-ET-_AF+=-A=+H
29,000

The exercise price of the share options is subject to adjustment
in the case of rights or dividend issues, or other similar changes
in the Company’s share capital.

The fair value of the share options granted during the year
were RMB8,556,000 for 15,000,000 share options granted
on 6 January 2015 (RMBO0.57 each) and RMB10,669,000 for
16,300,000 share options granted on 30 December 2015
(RMBO0.65 each) (2014: Nil), of which the Group recognised a
share option expense of RMB4,189,000 (2014: Nil) during the year
ended 31 December 2015.

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

* BRENITEEN HEHRKRKREEE &L
ARREAEMIRLL B T AFE -

FAMBEBERENRATER =TS —AF—
ﬂ/\E%ﬁmsoooooof\ﬁﬁﬂﬂéﬁ/\ﬁm
8,556,0007t (B ARM0.57L) kgt =

—hAF+=ZA= +E|Txtljm163ooooof‘ﬁﬁﬂx
A AR10,669,000T 5 (F1H AR%0.65
) (ZE—WHF &) HPAEEREEC
E-—AE+-_A=1+—A L FEERABRER
S ARM4,189,000L (ZF—HF &) -

FAMRL R EEERBENR L B LB

P e ) 352 AR SR IR IR (1R 2 R — TR VIR AL T
ERFE TRIIEAAEL 8 AR
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28. SHARE OPTION SCHEME (CONTINUED) 28. BBRHESTE (&)

15,000,000 share options granted on 6 January 2015:

Dividend yield (%) AR B3R (%)

Expected volatility (%) T8 BB 18 (%)

Risk-free interest rate (%) 2 3 B ) 2 (%)
Expected life of options (year) BRRENTEIFER (F)
Share price (HK$ per share) fE(E (BB TT)

16,300,000 share options granted on 30 December 2015:

Dividend yield (%) AR B3R (%)

Expected volatility (%) T8 BB 18 (%)

Risk-free interest rate (%) 2 3 B ) 2R (%)
Expected life of options (year) BRENTEIFER (F)
Share price (HK$ per share) fE(E (BB TT)

The expected life of the options was the contractual life of the
options. The expected volatility reflects the assumption that the
historical volatility is indicative of future trends, which may also not
necessarily be the actual outcome.

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

At the end of the reporting period, the Company had 29,000,000
share options outstanding under the Scheme. The exercise in
full of the outstanding share options would, under the present
capital structure of the Company, result in the issue of 29,000,000
additional ordinary shares of the Company and additional share
capital of approximately RMB243,000 (before issue expenses).

At the date of approval of these financial statements, the Company
had 29,000,000 share options outstanding under the Scheme,
which represented approximately 7.25% of the Company’s shares
in issue as at that date.
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29. RESERVES 29. f##E
The amounts of the Group’s reserves and the movements therein AEBRFRERAFEMBEFENCELHEE
for the current and prior years are presented in the consolidated BRI RERFONEHERESHERET -
statement of changes in equity on page 90 of the financial
statements.
In accordance with the Company Law of the PRC, certain BIEC(PEAREMBEQRE) - AEEET
subsidiaries of the Group which are domestic enterprises are WBARWRARANME AZRHEBPEA
required to allocate 10% of their profit after tax, as determined in RAFMB S ERITET DR E10%R &%
accordance with the relevant PRC accounting standards, to their MNEESBEACRHREE EE2FBEREBED
respective statutory surplus reserves until the reserves reach 50% EXEFMEARNS0% - FEEF (FEARHE
of their respective registered capital. Subject to certain restrictions MERBNE) HIHETRANBRT - o E
set out in the Company Law of the PRC, part of the statutory TE 23 8418 1 0] A B R DUIE INAR A - AT 2 B AR
surplus reserve may be converted to increase share capital, L ERBRBIAREIOREFMEARN25% -

provided that the remaining balance after the capitalisation is not
less than 25% of the registered capital.

The foreign currency translation reserve comprises all foreign HNESTE H BB IEREEEEE R ARELIN
exchange differences arising from the translation of the financial WEBHBEBRREENEN ZRE -
statements of operations with a functional currency other than
RMB.
30. PARTLY-OWNED SUBSIDIARIES WITH 30. BEERFEERESZNIEDZEMN
MATERIAL NON-CONTROLLING | ==N]
INTERESTS
Details of the Group’s subsidiaries that have material non- REBEHEBERFEEREZNMIBATFES
controlling interests are set out below: HIERR :
2015 2014
—E-EfF —ZT—MEF
Percentage of equity interest held by R ERFENRER DL

non-controlling interests:
Hangzhou Huvis Yongsheng Chemical Fiber v /1 & # - ok B L & A BR A &)

Company Limited 30% 30%
Nantong Yongsheng Fiber Advanced Materials & 38 7k &% 4 4 37+ KA R A 7

Company Limited 8% 8%
Jiangsu Yongsheng 3D Printing Advanced VL BRI B = MEST ENFRAT R

Materials Company Limited BRAA] 40% -

XBEMEAERAT 2015%% 159



Notes to the Consolidated Financial Statements
=Xy s T EL
31 December 2015 —ZE—HF+-_A=+—H

30. PARTLY-OWNED SUBSIDIARIES WITH 30. BEEARFERERWIEZEM
MATERIAL NON-CONTROLLING BrE (&)
INTERESTS (CONTINUED)
2015 2014
—2-AfF —E—mEF
RMB’000 RMB’000
AR¥T ARETT
Profit/(loss) for the year allocated to HBL T IEERERNFA
non-controlling interests: wmA ()
Hangzhou Huvis Yongsheng Chemical Fiber v 1 & 4 (- ok B L & A BR A )
Company Limited 6,641 8,300
Nantong Yongsheng Fiber Advanced Materials & 38 7k &% 4 4 31 T KA R A 7
Company Limited 1,341 837
Jiangsu Yongsheng 3D Printing Advanced VL BRI B = MEST ENFR AR
Materials Company Limited BRAF (56) -
Dividends paid to non-controlling interests of AT & # Lk B L4 5 TR A 7
Hangzhou Huvis Yongsheng Chemical Fiber B FE#E iR 25 2 IR E
Company Limited 3,600 3,000
Accumulated balances of non-controlling RS B EIR SRR AR i =
interests at the reporting dates: Rt EeR:
Hangzhou Huvis Yongsheng Chemical Fiber v )1 & # -k B AL & A BR A 7
Company Limited 30,734 27,693
Nantong Yongsheng Fiber Advanced Materials & 38 7k 2% 4 4 37 1 £ B IR A A
Company Limited 3,944 2,603
Jiangsu Yongsheng 3D Printing Advanced T BRI B = MEST ENFRAT R
Materials Company Limited BRAA] 3,944 -
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30. PARTLY-OWNED SUBSIDIARIES WITH
MATERIAL NON-CONTROLLING
INTERESTS (CONTINUED)

30. BEEARFEREZNIFZEM
Baw (&)

TRHALIIKNERROMBERBE - T

The following tables illustrate the summarised financial information

of the above subsidiaries. The amounts disclosed are before any
inter-company eliminations:

BoRANBKREMARMEHIER

Nantong Jiangsu
Hangzhou Yongsheng Yongsheng
Huvis Fiber 3D Printing
Yongsheng Advanced Advanced
Chemical Fiber Materials Materials
Company Company Company
2015 Limited Limited Limited
M HRE IR KR =4
EALkE KEHAZHMR T EN MRt
—E-ERF EBERAF BRAF BRAT
RMB’000 RMB’000 RMB’000
ARBT R ARBT ARBTR
Revenue Wz 160,132 154,136 88
Total expenses BHEY (137,994) (137,314) (228)
Profit/(loss) for the year FREF (EE) 22,138 16,822 (140)
Total comprehensive income FRNEZHEBALLE
for the year 22,138 16,822 (140)
Current assets MENEE 104,627 53,752 9,803
Non-current assets FERBEE 35,092 66,587 122
Current liabilities RERE (32,787 (68,689) (65)
Non-current liabilities FREBEE (4,481) (2,288) -
Net cash flows from/(used in) TEEEAE, (FTA)
operating activities REeEREFHE 6,959 (6,847) (1,096)
Net cash flows used in investing activities & ZEFTRE L REFHE (3,200) (23,312 (62
Net cash flows from financing activities ~ B E ZEFIERLREFE - - 3,000
Net increase/(decrease) in cash and ReRBLSEDEN,/
cash equivalents O ) %% 3,759 (30,159) 1,842
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30. PARTLY-OWNED SUBSIDIARIES WITH 30. BB EAREERERNWIEZEM
MATERIAL NON-CONTROLLING BAw (&)
INTERESTS (CONTINUED)

Hangzhou Huvis Nantong
Yongsheng Yongsheng Fiber
Chemical Fiber Advanced Materials

2014 Company Limited Company Limited
A g
FE#E kB bE kB ETR
—T BRAA] ERAA]
RMB’000 RMB’000
AREF T AREFIT
Revenue e 212,233 127,756
Total expenses 45 (184,564) (117,631)
Profit for the year FERE N 27,669 10,125
Total comprehensive income for the year FREZEBALBE 27,669 10,125
Current assets TENE E 82,919 67,662
Non-current assets FERBEE 33,244 54,633
Current liabilities mENAE (21,644) (87,017)
Non-current liabilities ERBBE (2,209) (2,738)
Net cash flows from operating activities KR ESFBRENEFE 28,235 34,721
Net cash flows used in investing activities KEEBFARESREFHE (48) (5,969)
Net cash flows used in financing activities REEBFARESREFE (26,000) (28,806)
Net increase/(decrease) in cash and ReERBEEEMEN
cash equivalents () 58 2,187 (54)
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31. OPERATING LEASE ARRANGEMENTS 31. KEHEZTH
As lessee ERABA
The Group leases certain of its office properties under operating AEERBECEHERHEREETHAE
lease arrangements. Leases for properties are negotiated for terms M LipEg UEHERAN T —EMED
ranging from one to two years. Zo
At 31 December 2015, the Group had total future minimum lease R-ZZE—AF+ZA=1+—H FIEERET
payments under non-cancellable operating leases falling due as AREGEE S ER A T FRAEN KRR HER
follows: THRBEOAT
2015 2014
—ZE-HF —ZT—MEF
RMB’000 RMB’000
AR¥T T ARMEF T
Within one year —F R 41 848
In the second to fifth years, inclusive EFE_FRERF
(BEERMF) 19 504
430 1,352
32. COMMITMENTS 32. A
In addition to the operating lease commitments detailed in note 31 B b SCP 3G B a¥ il /9 45 & 1H E B I - AR
above, the Group had the following capital commitments at the SHE AEEFNERAERNT

reporting date:

2015 2014
—E-—FE —E—MF
RMB’000 RMB’000
ARETT AR F T
Contracted, but not provided for: DETAB R B
Property, plant and equipment Y BB R&E 3,860 1,678
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33. RELATED PARTY TRANSACTIONS AND 33. EELTRH RAEER
BALANCES

(a)

(b)

Name and relationship

Name of related party
BESEB

(@) BEKEE

Relationship with the Group
B KB 7R

Hangzhou Yongsheng Group Limited

Controlled by the Controlling Shareholder

MMKEREEBR AR 128 IR S PR 2 o

Fuyang Jingshang Agriculture Development Controlled by the Controlling Shareholder
Company Limited

KEEGREERREREERAA B 28 AR AR R 2

Hangzhou Xiaoshan Yongsheng Foreign
Trading Company Limited

INER LK B EISNE 5B R A A

Hangzhou Yongsheng Holdings Limited

TN K B R AR B PR A A

HUVIS Corporation and its subsidiary

R & HUVIS R ELF B A A

Hangzhou Shining 3D Tech Co., Limited

Controlled by the Controlling Shareholder

B 128 IR S PR 2 o

Controlled by the Controlling Shareholder
B 28 AR AR R 2 A

Joint venture partner and its subsidiary
BELERHLENBARR

Joint venture partner

MINE R = R R D B R A A EERERHN
Related party transactions (b) BEFXRS
In addition to the transactions and balances disclosed BRI EMBEREREMBOAEENRLS
elsewhere in these financial statements, the Group had the RSN REERBEEHDETAT
following material transactions with related parties: EARS:
2015 2014
—E—FEF —Z—O4F
Note RMB’000 RMB’000
M 5T AR¥T ARBTF T
1) Purchases of goods 1) REE® ()
- HUVIS Corporation and — R EHHUVIS K
its subsidiaries HEitB AR 35,358 36,698
— Fuyang Jingshang — KB = 5 88 14
Agriculture ERER M
Development BRAA]
Company Limited 117 -
35,475 36,698
2)  Sales of goods 2 HEEm (i)
— Hangzhou Shining — I S e = R
3D Tech Co., Limited Mt BR A A 88 -
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33. RELATED PARTY TRANSACTIONS AND 33 BELXRZ R&&er (&)
BALANCES (CONTINUED)

(b) Related party transactions (Continued) b) BELSXRS (&)
2015 2014
—F-I1%F —T-mEF
Note RMB’000 RMB’000
ihr=s AR®T R ARMFT

3) Grantaloantoarelated 3) A—REEFELE (ii)

party %
— Hangzhou Xiaoshan — RN BRI K BR T A
Yongsheng Foreign 21 NG|
Trading Company
Limited 48,088 -
4)  Interest income 4)  FBEUWA (ii)
- Hangzhou Xiaoshan — M R LU ok B T 51
Yongsheng Foreign BE5ERAA
Trading Company
Limited 621 -

A B 3 5 W ER 15 & A (iv)

5)  Storage fee received from 5
related parties

— Hangzhou Xiaoshan S ITA IR 3% S g2
Yongsheng Foreign ZEH5HBEMRAA
Trading Company
Limited 27 -
- Hangzhou Yongsheng — M K B AR
Holdings Limited BERAF 12 =
39 =
6)  Purchases of property, 6) MBEWE BELKE v)
plant and equipment
— Hangzhou Yongsheng —MUIN K B &
Group Limited BRAA o 353
— Hangzhou Xiaoshan — WU B L o) B AN
Yongsheng Foreign BH5ERAA
Trading Company
Limited 39 =
39 353
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33. RELATED PARTY TRANSACTIONS AND
BALANCES

(b) Related party transactions (Continued)
7) Disposal of subsidiaries

On 5 May 2015, the Group entered into agreements
with a related party Hangzhou Yongsheng Group
Limited to dispose the entire equity investment in
Hangzhou Xiaoshan Yongsheng Foreign Trading
Company Limited, and entered into agreements with
the Controlling Shareholder Mr. Li Cheng to dispose
the entire equity investment in Yongsheng (HK)
International Co., Limited (the “Disposal Group”). The
disposal of the Disposal Group was completed on 11
August 2015.

Notes:

0] The purchases of goods were made according to the
published prices and conditions similar to those offered to
the major customers of the supplier.

(ii) The sales to the related party were made according to
the published prices and conditions offered to the major
customers of the Group.

(i)~ The loan granted to Hangzhou Xiaoshan Yongsheng
Foreign Trading Company Limited bears interest at 3.1%
per annum before 31 December 2015 and 6.5% per
annum after 1 January 2016, and matures on 30 June
2016.

(ivy  The storage fee was received from related parties at
prices similar to those offered to other customers of the

group.
(v) The purchases of property, plant and equipment were

made at prices similar to those offered to other customers
of the Group.
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(b) BELZXZ (&)

7)

(i)

(i)

(iv)

R-ZE-RFOLALR AEEHE
—BHETMNKEEEERAR
RIIZ1 A8 - H S UM AR LU KBS S S
BEBERDBNEZEHRERE A
Ko BR YRR IR R 2R 3B e AL RT ML 177
HEXE (FB)BERERAAN
2HBRERE(HESRE]) -4
EEENHEER T —HF\A
T—H®EK-

REE SRS T REBNEES
IR 1A B A RO i 1T o

MEETHEDRERTAEENE
ERPIHENAREBMGEET-

RN ERILKEEINE HHRAFIR
HHERR-_Z—RAF+=-A=+—
BAMRFEMERIIEGT S RZF—K
F-—A—BER6SE FAERN =
E—RFARNA=TRHEH-
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33. RELATED PARTY TRANSACTIONS AND 33 BELXRZ Ri&er (&)
BALANCES (CONTINUED)

(c) Outstanding balances with related parties (c) EEBAEFR W REEEER
Disclosures pursuant to section 383(1)(d) of the Hong RIBEE CREHEBI) E£383(1)d)E&EA
Kong Companies Ordinance and Part 3 of the Companies A(HBEEENRER) RO FEILHEE
(Disclosure of Information about Benefits of Directors) FERIT

Regulation, are as follows:

Maximum At Maximum
amount 31 December amount
At  outstanding 2014and  outstanding At
31 December during 1 January during 1 January
2015 the year 2015 the year 2014
R-B-IF
+=A
R-Z-1% =t-8k

t=A ERRE -B-IF ERRE R-B2-IEF
=t-R  K#HELE -A-B k{#EELE -A-R
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTL  ARETR ARETL ARETL ARETR

Due from related parties EWBEES T

—Hangzhou Shining 3D Tech Co., Limited ~ — i Rl = RHER D

BERAT 2,800 2,800 - - -
—Hangzhou Xiaoshan Yongsheng — UM BRI KBS
Foreign Trading Company Limited BHERAT
(controlled by Mr. Li Cheng) (AZEHEEEH) 48,088 48,088 = = -
50,888 - -
The amount due from Hangzhou Shining 3D Tech Co., UMM LR = #RERNBRAFR
Limited is non-interest bearing and have no fixed terms HARHERERTERS -AMME
of repayment. The loan granted to Hangzhou Xiaoshan UK EHINE ZHERAFTREHERR
Yongsheng Foreign Trading Company Limited bears interest ZE-RF+Z A=+ —HRAREMNE
at 3.1% per annum before 31 December 2015 and 6.5% SIERE RZE—XR"F—A—H%A
per annum after 1 January 2016, and matures on 30 June 65E BHERR-_ZE—A"F A=
2016. HEIH-
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33. RELATED PARTY TRANSACTIONS AND 33 BELXRZ K& (&)

BALANCES (CONTINUED)
(d) Compensation of key management (d) XEBEEXEEE A S HRM
personnel of the Group

2015 2014

—E-HF —E—F

RMB’000 RMB’000

AR¥T ARETT

Salaries, allowances and benefits in kind e RAEREYWER 2,237 2,505

Performance related bonuses MRESIEA 1,489 3,800

Pension scheme contributions RIREETEIHER 43 47

Equity-settled share option arrangements % 45 & B A 4 2 HE 1,007 =
Total compensation paid to key MEZELEABZMANH

management personnel 4R R 4,776 6,352

The amounts disclosed in the table are the amounts FREBENCERARENANERREH
recognised as an expense during the reporting period FEEBABMNRAY

related to key management personnel.

34. DISPOSAL OF SUBSIDIARIES HEME QT
2015
—E-A8F
RMB’000
AR¥ TR
Net assets disposed of: BEHEFEE:
Property, plant and equipment Y B MR 445
Cash and bank balances & RIRITHE 6,782
Pledged deposits BEHEFR 14,475
Inventories g 96,638
Trade receivables B 5 YR 58,286
Prepayments and other receivables AR RIE R E th, FE U 3R 29,520
Deferred tax assets RIEFHIEE E 5,072
Short term loans RHER (35,000)
Trade payables =) ANE e (70,740)
Accruals and other payables JEETRUIA & ﬁ fth & 1~ IR (67,928)
37,550
Gain on disposal of subsidiaries recognised RIEREEBRIE TERRADENB A RN
under discontinued operation 4,987
42,537
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34. DISPOSAL OF SUBSIDIARIES 34. HEMBAR (&)
(CONTINUED)
2015
—E—-EHF
RMB’000
AR¥T T
Satisfied by: AT HIER
Cash Re 42,537
An analysis of the net inflow of cash and cash equivalents in HEEMBARMBRSRRSSEMRAFE
respect of the disposal of subsidiaries is as follows: DITEAT
2015
—E-A8F
RMB’000
AR®T T
Cash consideration ReERE 42,537
Cash and bank balances disposed of HENIRE RIRTEH (6,782)
Net inflow of cash and cash equivalents REEMNBRANRE KBS EEMRAFE
in respect of the disposal of subsidiaries 35,755

XBEFMEARAT 2015%E 169



Notes to the Consolidated Financial Statements
=X s T EL
31 December 2015 —ZE—HF+-_A=+—H

35. FINANCIAL INSTRUMENTS BY 35. ZEHEINEMITE

CATEGORY

The carrying amounts of each of the categories of financial RBERAR SHemITANKREERNT:

instruments as at the end of the reporting period are as follows:
2015 —E—-8fF

Financial assets

Financial assets

at fair value
Loans and through profit
receivables or loss Total
BAYE
BERK STABRDN
FE KRR SREE At
RMB’000 RMB’000 RMB’000
AR¥TT AR¥T R AR TR
Financial assets at fair value through BATEFABERZD
profit or loss ERMEE - 30,448 30,448
Trade and bills receivables B SR IE R EREE 91,506 - 91,506
Financial assets included in STATEARIE -REXK
prepayments, deposits and HittEWRIBN S REE
other receivables 385 - 385
Amounts due from related parties FEM A 5 A 50,888 - 50,888
Pledged deposits BEATR 5,133 - 5,133
Cash and cash equivalents BeRReEED 139,487 - 139,487
At 31 December 2015 RZZ—AF+-A=+—H 287,399 30,448 317,847
Financial liabilities cREE
Financial
liabilities at
amortised cost
TR 88 B AN B BR Y
=R
RMB’000
Trade and bills payables Z 5 N FIA RN R 1R 67,092
Financial liabilities included STAEMBNRIERESFENEREE
in other payables and accruals 6,636
At 31 December 2015 RZE—AF+=ZA=+—H 73,728
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35 REHETHEMTA (F)

CATEGORY (CONTINUED)
2014 —E-MEF
Financial assets EWMEE
Loans and
receivables
BRk
FEW IR
RMB’000
AREFIT
Trade and bills receivables Z 5 B WRIE X e W R B8 128,081
Financial assets included in prepayments, FTATERRIE 1B e R H b EUGRIER
deposits and other receivables EREE 3,294
Pledged deposits [REAELNER /N 12,937
Cash and cash equivalents RekReEED 128,695
At 31 December 2014 RZE—WOF+=ZA=+—H 273,907

Financial liabilities

ERAE

Financial liabilities
at amortised cost

R SH AN D1 B Y

SREE

RMB’000

ARBFT

Trade and bills payables B ENFEREMNEE 111,525
Financial liabilities included in FTAE AR B FRIE R B AT FIE A

other payables and accruals SHAaRE 8,733

Interest-bearing bank loan FHERITER 2,000

At 31 December 2014 RIT—MFE+_A=+—H 122,258
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35. FINANCIAL INSTRUMENTS BY
CATEGORY (CONTINUED)

Transfers of Financial Assets

Transferred financial assets that are not derecognised in
their entirety

At 31 December 2015, the Group endorsed certain bills receivable
accepted by banks in the Mainland China (the “Endorsed Bills”)
with a carrying amount of RMB48,484,000 to certain of its
suppliers in order to settle the trade payables due to such suppliers
(the “Endorsement”). In the opinion of the directors, the Group
has retained the substantial risks and rewards, which include
default risks relating to such Endorsed Bills, and accordingly, it
continued to recognise the full carrying amounts of the Endorsed
Bills and the associated trade payables settled. Subsequent to
the Endorsement, the Group did not retain any rights on the use
of the Endorsed Bills, including the sale, transfer or pledge of the
Endorsed Bills to any other third parties. As at 31 December 2015,
no trade payables settled by the Endorsed Bills during the year
have been recourse by the suppliers.

Transferred financial assets that are derecognised in
their entirety

At 31 December 2015, the Group endorsed certain bills receivable
accepted by banks in the Mainland China (the “Derecognised
Bills”) to some of its suppliers in order to settle the trade payables
due to such suppliers with a carrying amount in aggregate of
RMB55,572,000. The Derecognised Bills had a maturity of one to
six months at the end of the reporting period. In accordance with
the Law of Negotiable Instruments in the PRC, the holders of the
Derecognised Bills have a right of recourse against the Group if the
PRC banks default (the “Continuing Involvement”). In the opinion
of the directors, the Group has transferred substantially all risks
and rewards relating to the Derecognised Bills. Accordingly, it has
derecognised the full carrying amounts of the Derecognised Bills
and the associated trade payables. The maximum exposure to
loss from the Group’s Continuing Involvement in the Derecognised
Bills and the undiscounted cash flows to repurchase these
Derecognised Bills is equal to their carrying amounts. In the
opinion of the directors, the fair values of the Group’s Continuing
Involvement in the Derecognised Bills are not significant.
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35. REREATHEMTA (F)

THEENER

UEPARIBRNCEETHEE

—T-hAFt+-A=+—H8 FAEERER
#Kﬁ*ieﬁwlﬁﬁm%ﬁﬁﬁ%m
METRERER(EEXEREK]) KAEA
AR H48,484,0007T ' A B ENZSHER
WESHEMNFE ([Z5E]) EERE A%
EERBBABIARLER BEEBEZSE
%%?ﬁmLﬁﬂ U E BB RER
EEEEBRNEEOEREHEEENE SR
NEE-RZEER AEETERBERE
HEZENEMEN RERTAEME=F
HE EESEHCEEER-R-_T—1F
+ZA=+—B BHEHEEHERRESE
ERFNEENE S RMNFIE:
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—E-RAF+ZA=+—H AEEREE
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TFRKER ([BERIEEREE]) - LUEEER
ZEEmBRERASE A ARKS5,572,000
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36.

Notes to the Consolidated Financial Statements

FINANCIAL INSTRUMENTS BY
CATEGORY (CONTINUED)

Transfers of Financial Assets (Continued)

Transferred financial assets that are derecognised in
their entirety (Continued)

During the year ended 31 December 2015, the Group has
not recognised any gain or loss on the date of transfer of the
Derecognised Bills. No gains or losses were recognised from the
Continuing Involvement, both during the year or cumulatively. The
endorsement has been made evenly throughout the year.

FAIR VALUE AND FAIR VALUE
HIERARCHY OF FINANCIAL
INSTRUMENTS

Management has assessed that the fair values of cash and cash
equivalents, pledged deposits, trade and bills receivables, financial
assets at fair value through profit or loss, trade and bills payables,
financial assets included in prepayments, deposits and other
receivables, financial liabilities included in other payables and
accruals, interest-bearing bank and other borrowings, amount
due to a related party, and amounts due from related parties
approximate to their carrying amounts largely due to the short term
maturities of these instruments.

The Group’s finance department headed by the finance manager is
responsible for determining the policies and procedures for the fair
value measurement of financial instruments. The finance manager
reports directly to the CFO and the board of directors. At each
reporting date, the finance department analyses the movements in
the values of financial instruments and determines the major inputs
applied in the valuation. The valuation is reviewed and approved by
the CFO.

35.

36.

B Ot R R M EE
31 December 2015 —ZE—RA&F+=-HA=+—H

REHNEsNERMITA (&)

THEENER ()

EXHARULBEZNEBREHMEE (F)

W ECE-RAE+-_A=1t—HIIEE &X&
B ERERIERRZIENEE B BERTM
Wk BB -RAFER R ME  BIERER
FELHEMNREREB - REEATEIRSHEE
HEE-

EMIENQAFERIFEHER

EREEE REekREFEY CERE
R EHRBFARERER EAFEFA
BaMeREE BHRNFAREMNRER.
FAARMNRE RekEGEKFIBENESRE
B REREAMBUGRIE 5T ARMENIE
LREFFENSRAG FAERTEEME
& BN R EET SRR EREE T RIAER
AFEEEREERES TERARZEFTA
BRI B e

MY BEERMSENAEEVBEHAEET
TRTANQFEAENRRRIEF MHL
BEEEAMBRAENRESEER - NEHER
0 MBHoMem T ABENE W EEE
RAREENTIZEARE - ZEERMBEE
E RE
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36. FAIR VALUE AND FAIR VALUE 36. TRMTENAFERAFERER

HIERARCHY OF FINANCIAL
INSTRUMENTS (CONTINUED)

The fair values of financial assets at fair value through profit or loss
require the directors to make estimates about the expected future
cash flows from future proceeds when the investments mature
and the fair values have been estimated to be the principle plus
estimated interest income. The directors believe that the estimated
fair values which are recorded in the consolidated statement of
financial position, and the related changes in fair values, which are
recorded in profit or loss, are reasonable, and that they were the
most appropriate values at the end of reporting period.

For the fair value of the financial assets at fair value through profit
or loss, management has estimated the potential effect of using
reasonably possible alternatives as inputs of estimated return rate
and has quantified this as a reduction in fair value of approximately
HK$204,000, using less favourable assumptions, and an increase
in fair value of approximately HK$204,000 using more favourable
assumptions.

Below is the significant unobservable input to the valuation of
financial assets at fair value through profit or loss together with a
quantitative sensitivity analysis as at 31 December 2015:

(%)

BRAFEFABSNEREEN A FEERE
ERREVMULEHEREAFERSAE MG
FMBRAR  HREAERENBRRLRE
MEFHGET -EFERR FFARHPBIOR
KOG AFE (R ABRNERAFER
B)HEEE UARREHRKRENEE-

REAFETABSHNCREENS EEE
BT RAEEIEERARIEAMIERE
ZEABRENBESE VYOBAEBYEHE
{t B2 F{E R D 49204,0005% 7T (it fE B &~
FIBRRE% ) A FEEN4I204,0007%8 7T (fisfE
ABBEMHER) -

TXRERATFEFABENEREEMRET
MBATAIERBARE ERX_Z—AF
T-A=+—"BMEEHZES:

Significant Sensitivity of fair
unobservable input Input value to the input
BEARATAEEGRABE WAEE AT EHBABBNBHRE

Financial assets at fair value Estimated return rate 4.4%
through profit or loss

2% increase (decrease) in estimated
return rate would result in
increase (decrease) in fair value by

RMB204,000
RAFEFFABREN fhatE = HETRRE LA (T 2% BH A
EMEE & (R4 ) AR 204,000
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37.

Notes to the Consolidated Financial Statements

FAIR VALUE AND FAIR VALUE
HIERARCHY OF FINANCIAL
INSTRUMENTS (CONTINUED)
Fair value hierarchy

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

Asset measured at fair value:

As at 31 December 2015

36.

B O B IR AR IEE

31 December 2015 —ZT—RA&F+=-A=+—H

TMTANAFERAFERR
(%)
DN EER

TRIABLAEEERMIANATEFEER:

ERAFEFENEE:
R-ZE-HFEF+=-A=+—H

Fair value measurement using

AVEFEER
Quoted

prices Significant Significant

in active observable unobservable

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

EERTS ABEH  FUBEH

DEHRE SEBRAEE EZHAZE
(B-8&) (%B=8) (B=8R) st
RMB’000 RMB’000 RMB’000 RMB’000
AR#TRE AR¥TRT AR¥TRT AR®TR

Financial assets at fair value through profit or loss: A FEFFABGZRNEREE:

Asset management agreement BEEERE - - 30,448 30,448

During the year, there were no transfers of fair value measurements
between Level 1 and Level 2 and no transfers into or out of Level 3
for both financial assets and financial liabilities (2014: Nil).

The Group did not have any financial liabilities measured at fair
value as at 31 December 2015 and 2014.

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise cash
and short term deposits. The main purpose of these financial
instruments is to raise finance for the Group’s operations. The
Group has various other financial assets and liabilities, such as
trade and other receivables and trade and other payables, which
arise directly from its operations.

37.

FRN EREENRERABES —QENE-R
ATEERARLEATEAEER ME=R
MEEMEARBL (ZF—MOF:£F) -

R-E—AFR-_F-—ME+=A=+—7"
AEBFEEEAUATEIENEMAE-

TREREEBERBER

AEENIZCRTASRRESREHER
ZEETRMTIANTIEZENAEERAEELE
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37. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES
(CONTINUED)

The Group is exposed to foreign currency risk, credit risk and
liquidity risk. The Group’s senior management oversees the
management of these risks. The board of directors reviews and
agrees policies for managing each of these risks, which are
summarised below.

Foreign currency risk

The Group has transactional currency exposures. Such exposures
arise from sales or purchases by operating units in currencies other
than the units’ functional currencies. Approximately 5% (2014: 4%)
of the Group’s sales were denominated in currencies other than
the functional currencies of the operating units making the sale,
whilst approximately 7% (2014: 3%) of costs were denominated in
currencies other than the units’ functional currencies.

The following table demonstrates the sensitivity at the end of
the reporting period to a reasonably possible change in the
RMB exchange rate, with all other variables held constant, of
the Group’s profit before tax (due to changes in the fair value of
monetary assets and liabilities).

37. TRAREEEERBEE (&)
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°=°ZIK‘$IE’Jmf& BEEEBZSARNE
ER-EFERILRE a@%lﬁi%ﬂfﬁ*
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z
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AEEEHRHERAR - LERBRAKES
MAEEEEAINERETHEREER
EL - ARBEMEHEED 5% (ZT— M4
4% ) AETTHE K2 B NI EEIASN
WERE ZE07% (—F—MF:3%)
MR AN A BRI TN RE BB IA SN B SHE

TREINBERRAEEMEERGTE
BT AR B R WA A (Iﬁ%é?‘&ﬁ
BRRAFESB B HEZNSIEREED
B SRR

Increase/
Increase/ (decrease)
(decrease) in profit
in RMB rate before tax
ARMER RRBLRTR R
EFH* (T ) #gm/ Chd)
RMB’000
AREF T
2015 —T—REF
If US$ weakens against RMB iWETHAREEE -10% 539
If US$ strengthens against RMB iMETEAREHE +10% (539)
2014 —ZT
If US$ weakens against RMB XL H ARERZE -10% 480
If US$ strengthens against RMB fMETHAREAE +10% (480)
If HK$ weakens against RMB WETAARKRE -10% (40)
If HK$ strengthens against RMB it 7 A REHE +10% 40
If EURO weakens against RMB BT AR (B -10% (13)
If EURO strengthens against RMB BT 5 A REFE +10% 13
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37. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES
(CONTINUED)

Credit risk

The Group trades mainly with recognised and creditworthy third
parties. It is the Group’s policy that all customers who wish to
trade on credit terms are subject to credit verification procedures.
In addition, receivable balances are monitored on an ongoing
basis. For transactions that are not denominated in the functional
currency of the relevant operating unit, the Group does not offer
credit terms without the specific approval of senior management.

The credit risk of the Group’s other financial assets, which
comprise cash and cash equivalents, pledged short-term deposits,
equity investment at fair value through profit or loss, other
receivables and amounts due from related parties, arises from
default of the counterparty, with a maximum exposure equal to the
carrying amounts of these instruments.

Since the Group trades only with recognised and creditworthy
third parties, there is no requirement for collateral. Concentrations
of credit risk are managed by customer/counterparty and by
geographical region. There are no significant concentrations of
credit risk within the Group as the customer bases of the Group’s
trade receivables are widely dispersed in different regions.

Further quantitative data in respect of the Group’s exposure to
credit risk arising from trade receivables are disclosed in note 18 to
the financial statements.

B Ot R aR M EE
31 December 2015 —ZT—RA&F+=-A=+—H
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=X s T EL
31 December 2015 —ZE—HF+-_A=+—H

37. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES
(CONTINUED)

Liquidity risk

The Group monitors its risk to a shortage of funds using a recurring
liquidity planning tool. This tool considers the maturity of both its
financial instruments and financial assets (e.g., trade receivables)
and projected cash flows from operations.

The Group’s objective is to maintain a balance between continuity
of funding and flexibility through the use of bank loans.

The maturity profile of the Group’s financial liabilities as at each
reporting date, based on the contractual undiscounted payments,

is as follows:

31 December 2015

37. cRIAMBEEEERBUR (&)

REBE S @R
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Within 1 year
— &R
RMB’000
AR¥ TR
Trade and bills payables Z 5 RN FIE RN IR 67,092
Financial liabilities included in FTAEMENKIEREAFIEN SR EE
other payables and accruals 6,636
73,728
31 December 2014 —E-MF+=-A=+—H
Within 1 year
—FR"
RMB’000
ARBEFT
Interest-bearing bank loan FTEIRITER 2,000
Trade and bills payables B S RN FIERENEE 111,525
Financial liabilities included in T AE MR RIE R EA FIEN /A E
other payables and accruals 8,733
122,258
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38.

Notes to the Consolidated Financial Statements

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES
(CONTINUED)

Capital management

The primary objectives of the Group’s capital management are to
safeguard the Group’s ability to continue as a going concern and
to maintain a strong credit rating and healthy capital ratios in order
to support its business and maximise shareholders’ value.

The Group manages its capital structure and makes adjustments
to it in light of changes in economic conditions and the risk
characteristics of the underlying assets. To maintain or adjust the
capital structure, the Group may adjust the dividend payment
to shareholders, return capital to shareholders or issue new
shares. The Group is not subject to any externally imposed capital
requirements. No changes were made in the objectives, policies
or processes for managing capital during the years ended 31
December 2015 and 31 December 2014.

EVENTS AFTER REPORTING PERIOD

On 7 January 2016, Hangzhou Huvis Yongsheng Dyeing and
Finishing Company Limited (“Yongsheng Dyeing”) entered into an
asset management agreement with LJZ Wealth Management and
Ping An Bank Shanghai Branch, pursuant to which Yongsheng
Dyeing agreed to participate in the asset management plan
operated by LJZ Wealth Management and to deposit to the
designated account with Ping An Bank Shanghai Branch an
investment amount of RMB50,000,000. The term is 6 months form
the date of depositing the investment amount into the designated
custodian account with Ping An Bank Shanghai Branch.

37.

38.
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31 December 2015

38.

39.

—E-hF+ZA=+—H

EVENTS AFTER REPORTING PERIOD
(CONTINUED)

On 8 January 2016, Yongsheng Dyeing entered into an entrusted
loan agreement with China Merchants Bank Hangzhou Xiaoshan
Branch (“CMB”), pursuant to which Yongsheng Dyeing has
entrusted CMB with an amount of RMB50,000,000 for the
purpose of lending the same to an independent third party,
Saintyear Holding Co., Ltd for a period of 6 months. The interest
rate of the entrusted loan is 6.5% per annum and the loan period is
6 months.

On 29 January 2016, Yongsheng Dyeing, Hangzhou Yongsheng
Group Limited and Hangzhou Xiaoshan Yongsheng Foreign
Trading Company Limited (“Hangzhou Yongsheng Trading”), a
related party, entered into a supplemental deed in relation to the
extension of the repayment of the funds borrowed by Hangzhou
Yongsheng Trading from the Group. The interest rate is 6.5% per
annum from 1 January 2016 to the repayment day, 30 June 2016
(note 33(c)).

COMPARATIVE AMOUNTS

As further explained in note 2.2 to the financial statements, due to
the implementation of the Hong Kong Companies Ordinance (Cap.
622) during the current year, the presentation and disclosures
of certain items and balances in the financial statements have
been revised to comply with the new requirements. Accordingly,
certain comparative amounts have been restated to conform with
the current year’s presentation and disclosures. In addition, the
comparative statement of profit or loss and other comprehensive
income has been re-presented as if the operation discontinued
during the current year had been discontinued at the beginning of
the comparative period (note 11).
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SOt R
31 December 2015 —ZE—HF+-_HA=+—H

40. STATEMENT OF FINANCIAL POSITION OF  40. 72 "] K B B Ak e &=
THE COMPANY

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

2015 2014
—E-HF —ET—F
RMB’000 RMB’000
AREFT AREFT
NON-CURRENT ASSETS IERBEE
Investments in subsidiaries RHTBRRINIEE 233,464 218,712
TOTAL NON-CURRENT ASSETS IRBEELLE 233,464 218,712
CURRENT ASSETS MENEE
Prepayment, deposits and other receivables ~ FafI 5 E %4 &
H b fE 5K IE 175 187
Cash and cash equivalents BehReEEYD 4,969 17,848
TOTAL CURRENT ASSETS MEEELE 5,144 18,035
CURRENT LIABILITIES mEARE
Other payables, advances from HEtEMAZIE BERARK
customers and accruals JEETRIA 1,200 863
Due to subsidiaries JE BT B A ) FRIE 18,432 10,244
TOTAL CURRENT LIABILITIES mBBERRE 19,632 11,107
NET CURRENT (LIABILITIES)/ASSETS RE(BE) BEFHE (14,488) 6,928
TOTAL ASSETS LESS CURRENT LIABILITIES #&ERRE A& 218,976 225,640
NET ASSETS FEAE 218,976 225,640
EQUITY R
EQUITY ATTRIBUTABLE TO BRARHE AEMLER
OWNERS OF THE PARENT
Share capital i @&N 3,165 3,165
Share premium & 17 5 (B 216,330 235,512
Other reserves HiFEE (519) (13,037)
TOTAL EQUITY T 4ARE 218,976 225,640
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40. STATEMENT OF FINANCIAL POSITION OF  40. &2 &) iy Bt AR & ()
THE COMPANY (CONTINUED)

Note: sk :
A summary of the Company’s reserves is as follows: AREHEENRENT
Foreign Equity-
currency settled
Share Share Accumulated  translation arrangement Total
capital premium losses® reserve’ reserve* equity
HEBRE BngE
B ROEE  RiAEE RE RURE ERAR

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR  ARETR ARETZ ARETR AR%TRT ARETR

At 1 January 2014 RZE-mE-A-A 3,165 235,512 (6,266) (5,259) - 227,152
Loss for the year FRERE - - (2,285) - - (2,285)
Other comprehensive income for the year: FREMZERA:
Exchange differences on BEBNEBHELEE

translation of foreign operations - - - 773 - 773
Total comprehensive income for the year FRZAKALE - - (2,285) 773 - (1519)
At 31 December 2014 WoE-mE+-A=+-A 3,165 235,512 (8,551) (4,486) . 205,640
Loss for the year FRER - - (4,620) - - 4,620)
Other comprehensive income for the year: FREMZERA:

Exchange differences on translation of BEBNEBHELER

foreign operations = = = 12,949 = 12,949
Total comprehensive income for the year FRZAKALE - - (4,620) 12,949 = 8,329
Dividends paid to shareholders of the Company AR AR [T & - (19,182) = = - (19,182)
Equity-settled share option arrangements RS R - - - - 4,189 4,189
At 31 December 2015 W_E-RF+-A=t-H 3,165 216,330 (13,171) 8,463 4,189 218,976
* These reserve accounts comprise the other reserves of * ZERBEREEAQRUBARNERAMEM

RMB(519,000) (2014: RMB(13,037,000)) in the statement of s AR (B19,000)7T (ZE—ME: AR
financial position of the Company. #(13,037,000)7T ) °
41. APPROVAL OF THE FINANCIAL 41. #EMBHRRE

STATEMENTS
The financial statements were approved and authorised for issue B RRER_E—AR"F=-A-_+=-HEE=S
by the board of directors on 23 March 2016. o RERETE
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Five-year Financial Summary
LFEHBHRE

RESULTS E

For the year ended 31 December

HE+t-A=1+-HILFE

Adjusted
2015 2014 2013 2012 2011
—E2-I1f —T-HmF CE-ZF ZE-ZF CTE-—F
RMB’000 RMB'000 RMB'000 RMB'000 RMB’000

ARBT ARBTE ARETT ARBTT ARETR

Revenue from continuing operationsi3 & &8 & £ & 491,165 486,361 1,767,423 2,210,853 2,037,346
Gross profit from continuing BELSEEREA
operations 141,423 121,053 128,837 109,145 114,409

Operating profit mE R 83,346 75,949 85,732 80,387 116,516

Finance costs BERAK (975) (3,018) (20,630) (41,339 (36,257)

Profit before tax BRB AR R 82,371 72,931 65,102 39,048 80,259

Income tax expense FrEasimx (18,578) (13,582) (16,577) (6,061) (20,248)

Profit from continuing operations % B B S & £ %7 63,793 59,349 48,525 32,087 60,011

Gain/(loss) for discontinued RIEREEK

operation Wi/ (ER) 363 (2,315) = = =

Profit for the year FRER 64,156 57,034 48,525 32,987 60,011

Attributable to: BAT EEAR SR -

Shareholders of the Company ARERR 56,230 47,897 40,024 23,173 54,206

Non-controlling interests FERER 7,926 9,137 8,501 9,814 5,805

Earnings per share BRER

Basic (RMB cents per share) EX(BRAR¥ESD) 14.1 12.0 12.9 7.7 18.1

Diluted (RMB cents per share) B4 (BRAR¥S) 14.0 12.0 12.9 7.7 18.1

* The consolidated statement of profit or loss and other comprehensive * —E-EMEHEEREMEEKARE TH
income in 2014 has been adjusted to show the discontinued operation B UBOBECEEBRRIECEER (75
separately from continuing operations as disclosed in note 11 of WMEMFIFEE) HRTIEAIT R ER
financial statements. Earlier years comparative figures have not been BREFEMLRET -

adjusted due to impracticability.

xBE e aRAT 20154 183



Five-year Financial Summary
HENBHE

ASSETS AND LIABILITIES BEEREE
As at 31 December
W+t=A=t+-H
2015 2014 2013 2012 2011
—g-1f —EF-RF —E-=F —T--f —F——f
RMB’000 RMB’000 RMB’000 RMB'000 RMB’000
ARBTR ARBTT AREFTL AREFT AREFT
Non-current assets ERBEE 182,954 179,863 178,423 190,113 198,575
Current assets REBEE 363,716 368,784 545,028 891,166 1,071,870
Total assets HEE 546,670 548,647 723451 1,081,279 1,270,445
Current liabilities REBEE (110,970) (166,084) (368,178) (829,977) (1,060,990)
Non-current liabilities kRBaE (15,608) (12,325) (38,132) (59,970) (9,565)
Total liabilities EELE (126,578) (178,409) (406,310) (889,947) (1,070,555)
EQUITY v
Equity attributable to AARIRREG R
shareholders of the Company 381,470 339,942 292,507 175,199 163,886
Non-controling interests RS 38,622 30,296 24,634 16,133 36,004
Total equity ERAE 420,092 370,238 317,141 191,332 199,890

The Company was incorporated in the Cayman Islands on 19 April
2012 and the consolidated statements of profit or loss and other
comprehensive income and consolidated statement of financial position
of the Group for the year ended 31 December 2011 and 2012 have been
prepared as if the current group structure had been existed throughout
the years.

The financial results of the Company for the year ended 31 December
2011 and 2012 and financial position as at 31 December 2011 and 2012
are extracted from the Company’s IPO Share Offer prospectus dated 15
November 2013.
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